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Since the Global Financial Crisis, the topic of tax avoidance has been under the ever-
growing attention of governing bodies and the public. This bachelor’s thesis is a semi-
systematic literature review of tax avoidance in the context of financial and economic
crises. The world has seen two severe crises in the last two decades, the Global
Financial crisis, which awakened the world to the idea of global cooperation for tax
compliance, and the COVID-19 pandemic, which shook the economies as worldwide
lockdowns and quarantines hit. This has created financial pressures for companies and
individuals, as well as governments. This study covers two main themes, the motives
for tax avoidance and compliance, and taxation governance during or after the Global
Financial Crisis. The themes were found through four screening phases of articles,
resulting in 36 articles as the data pool for this thesis. Tax behavior and motives have
two main factor groups, internal factors such as morals, feelings of fairness and trust
in government, and external factors such as taxation system, government effectiveness
and corruption. Internal factors were found to be more important during crises when
aiming to reduce tax avoidance. Taxation governance as a theme focused on the
globalization of tax avoidance issues and cooperation between countries and
organizations. The thesis additionally focuses on two dimensions of tax avoidance: the
changes of tax laws and regulations, and the geographical differences for the issue at
hand. These are examined with the help of two sub-questions.
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Vuoden 2008 Finanssikriisin jalkeen veronkierron aihe on ollut kasvavan huomion
kohteena seka hallintoelinten etta kansalaisten keskuudessa. Tama kandidaatintyd on
semi-systemaattinen kirjallisuuskatsaus veronkierrosta talous- ja finanssikriisien
kontekstissa. Maailma on kokenut kaksi vakavaa kriisia viimeisten kahden vuosi-
kymmenen aikana: Finanssikriisin, joka heratti maailman ajatukseen globaalista
yhteistyosta verosdadannén noudattamiseksi, ja COVID-19-pandemian, joka ravisteli
talouksia maailmanlaajuisilla sulkutiloilla ja karanteeneilla. Tama on luonut taloudellisia
paineita yrityksille ja yksilGille sekd hallituksille. Tama tutkimus késittelee erilaisten
verokayttaytymisen motiiveja kriiseissd ja sitd, miten verohallinto on kehittynyt
globaalin rahoituskriisin jalkeen. Tassa tutkimuksessa kasitelldan kahta paateemaa:
veronkierron motiiveja seka verotuksen hallintaa Finanssikriisin aikana seka jalkeen.
Teemat tunnistettiin neljan artikkelien seulontavaiheen kautta, mika johti 36 artikkelin
valikoitumiseen tutkimusaineistoksi talle kanditutkielmalle. Verokayttaytymisella ja -
motiiveilla on kaksi paatekijaryhmaa: sisaiset tekijat, kuten moraalit, oikeudenmukai-
suuden tunne ja luottamus hallitukseen, ja ulkoiset tekijat, kuten verojarjestelma,
hallituksen tehokkuus ja korruptio. Siséiset tekijat osoittautuivat tarkeammiksi kriisi-
aikoina pyrittdessa vahentamaan veronkiertoa. Verotuksen hallinnan teema keskittyi
veronkiertoon liittyvien ongelmien globalisaatioon ja yhteisty6hdn maiden ja organi-
saatioiden valilla. Tutkielma keskittyy myds kahteen veronkierron ulottuvuuteen:
verolakien ja -maaraysten muutoksiin seka maantieteellisiin eroihin kyseisessa asiassa.
Nama tarkastellaan kahden alakysymyksen avulla.



Table of Contents

Abstract
PSR |11 Yo [ 1 T o SRR 1
1.1.  Research ODJECHIVE ... e 2
1.2.  Research method and StruCtUre.........ooccoeeecceseeee e 4
2. Research Methodology and SCOPE.......ccccererrerrerieneereerceseeesee e e e ens 6
2.1.  Literature identification ..o 7
2.2. Inclusion criteria and SCreening PrOCESS ......ccccecerrrereereersererersereeseessessessessessesnes 8
B T (ST | £ SR 11
0 Tt IR =)l o 1= F= V] o RSSO 14
3.1.1. Motives for tax avoidanCe..........cccerererererereree e 14
3.1.2. Motives for tax COMPIIANCE .....cccceverreriereeee e 17
3.2.  Taxation gOVEIMANCE ......cceeerieereeieeeee et sn e e e e e e 22
3.2.1. Base Erosion and Profit Shifting........ccccuvirininniniece e 22
3.2.2. Banking secrecy: an enabler of tax evasion ........ccccceceeeeeceeveccecceesccecee 23
3.2.3. Enforcement strategies.......cccoovvrrereecceesecec s 25
BB - T T ] =Y =Y o - S 26
S 070 T o od (U] T 1 S 28
4.1.  Limitations and WEaKNESSES ........cccerreriirirneeieriese et 30
RS To LU o= SRS 1

Figure 1: Data screening phases

Table 1: Article charachteristics



1. Introduction

A financial crisis means that the financial markets are experiencing a disruption so
significant, that the markets cannot function properly. The purpose of the financial
market is to allocate funds from those who have it to those who need it, and to do it
efficiently. (Knupfer & Puttonen, 2018) The financial crises have been viewed as
synonymous with banking panic, which is an unexpected mass cash withdrawal (Allen
& Gale, 1998; Cambridge Business English Dictionary, 2024). Economists later gave
financial crises a broader, more inclusive definition. They have named the causing
factors to be increases in interest rates and uncertainty, declines in the stock market

and aggregate price levels that come by surprise, and bank panics. (Mishkin, 1991)

As seen above, financial crises affect a multitude of areas where the movement of
money is concerned, and where money moves, taxes come into the equation. Taxes
are a vital part of government revenue. With tax revenues, governments exercise fiscal
policy, which means deciding how much government revenue is needed, how will it be
collected, and how it will then be distributed. The regulation of fiscal policy, how much
tax revenue is needed and in what way income is redistributed, has a significant role
during recessions such as economic crises. (Klimenko, 2024) Income redistribution
takes the form of services such as schools and healthcare, as well as public
investments, for example, helping corporations out with stimulus packages during
economic downturns. (Pham, 2019; The World Bank, 2024) Government spending
therefore affects regular households as well as corporations and is especially vital
during crisis times. And so, disruptions in tax revenue are an important topic during

crises.

This bachelor’s thesis is on how tax avoidance has been affected by economic and

financial crises. The study will be conducted as a semi-systematic literature review.



1.1. Research objective

The two biggest economic crises this decade have been the Global Financial Crisis
and the COVID-19 pandemic. In 2008, a combination of the collapse of the housing
market, subprime lending and the rise in interest rates, securitization, and overall high
saving rates resulted in a global financial crisis until 2009, but the effects lasted for a
while longer (Jones, 2009). The consequences of the GFC were economic recessions
around the world, bank failures and bailouts, high unemployment, and severe loss of
trust in financial institutions. The Governments globally eased up fiscal and monetary
policies and issued stimulus packages to corporations, banks, and also citizens,
helping keep the economy and livelihood afloat. (Edey, 2009; Jones, 2009) This crisis
led to increased regulation and governance (Rixen & Unger, 2021), many of which were
in the wider public discussion for the first time, gathering more attention than ever
before (De Simone et al., 2019; Hardouin, 2011).

The spreading of the COVID-19 virus, declared as a pandemic in March 2020 (Zhu et
al., 2023), was a truly exogenous shock to the worldwide economy. It affected the whole
world and had a massive effect on the financial world. As people were contained in
their homes due to quarantines and overall suggestions to limit any unnecessary
contact with other people, companies across the globe were hit with difficulties
generating revenue. In addition to that, the rise in external financing costs resulted in
firms taking riskier measures to stay afloat, such as tax avoidance or evasion. (Athira
& Ramesh, 2023) The weaker purchasing power, a stagnant economy, extreme loss of
jobs, and a big drop of value in the stock market all concluded this pandemic as being
a global economic crisis. When the need for government funding skyrocketed, the
holes in tax collection were once again found. The fight against tax avoidance and
aggressive tax planning fueled academics to study the behavior and motives of people
and corporations, but the research is still somewhat sparse. (Kobbi-Fakhfakh &
Bougacha, 2023)



Tax avoidance is a concept frequently debated within the field of financial studies. In
some articles, the definition of tax avoidance covers only the legal ways of minimizing
tax obligations. The illegal avoidance of tax obligations is often called tax evasion.
(Blaufus et al., 2016) And yet, in some studies, the concept of tax avoidance included
both the legal and illegal means of lowering one’s tax rate. The definition in this study
for tax avoidance is adopted from Dyreng et. al (2008), who concludes the concept of
tax avoidance to include all means of reducing the tax rate. This means that all legal
ways of interpreting the law to reduce the tax obligations, or going against the law and

illegally evading taxes are included in this study.

The main research question is:

How have the effects of economic crises on tax avoidance been researched

since the start of the Global Financial Crisis?

To effectively analyze the topic at hand, two dimensions were made to categorize the

upcoming research.

The sub-questions to support the main question are:

1. How have changes in tax laws, regulations, or enforcement strategies been

examined in the context of economic crises?

2. What are the geographical differences in the studies on this topic, and how do

they observe the effects of economic crises on tax avoidance?

Since taxes are regulated by law, and enforced by countries and different global
organizations, such as the OECD, the first sub-question focuses on the changes made
in tax law and its enforcement strategies following the difficulties economic crises

bring. The aim is to see how have governing organizations responded and developed
3



anti-tax avoidance strategies to cope with the greater need for tax revenues during

crises.

The second sub-question examines what differences are found in studies from different
parts of the world. Different parts of the world have experienced financial crises
differently, for example, the BRICs countries (Brazil, Russia, India, and China)
experienced a much milder effect of the global financial crisis than the USA and EU
countries did (Lesage, Lips & Vermeiren, 2019). Different countries and parts of the
world have different economic structures, policies, and cultural norms. The
geographical aspect must be incorporated to gather a well-rounded systematic review

of financial crises and tax avoidance.

1.2. Research method and structure

This study was conducted as a semi-systematic literature review. A systematic
literature review is a transparent way of synthesizing existing literature and is
conducted with set rules and steps (Massaro, Dumay & Guthrie, 2016). What makes
this thesis a semi-systematic literature review is differing from the rules of a systematic
review in one way or more. For business studies, a narrower dataset can be a perfectly
good representation of the field, as themes, theories, and topics start to repeat a lot.
This study will use only one database, SCOPUS, but follows the rigorous screening
steps to ensure quality findings from the literature. (Snyder, 2019) This is explained

further in the methodology chapter.

The process of this study began with planning and formulating the problem at hand,
setting goals, and a purpose for this literature review. Next, a review protocol was
developed. A review protocol includes the research questions, and search and
screening strategies, serving as a guideline for the upcoming steps. Next, the review
will be conducted, starting with searching for relevant literature. At this stage, the main

search keywords and other limits will be found, evaluated, and set. This will be followed
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by screening for inclusion to be left with the most relevant and high-quality articles to
conduct the literature review on. The last step is to analyze, synthesize, and explain
findings. (Massaro, Dumay & Guthrie, 2016; Okoli, 2015; Xiao & Watson, 2019)

This study contributes to the existing literature by furthering studies of economic crises
and tax avoidance. There is a gap in the literature about crises and tax avoidance, as
there are no comprehensive literature reviews that gather in one study all previous
findings. As the world has globalized to an extent what it is now, nothing stays local.
Not recessions, crises, products, or capital. A global understanding of tax governance,
multinational schemes, cooperation, and motivations behind it all help decision-makers
in the fight against tax avoidance. Also, as tax revenue is used by countries to finance
the public sector and help its economy thrive, the fight against tax avoidance helps

alleviate economic crises as well (Demalijaj Ukaj, 2014).

This paper is organized as follows: The next section covers the methodology used in
this study as well as explains the article screening process. The third chapter presents
the results of the literature review. The fourth section is the conclusion chapter,

finishing off this literature review.



2. Research Methodology and Scope

A systematic literature review is a methodology that follows a rigorous and set structure
of finding articles, screening processes, and presenting the findings. This allows for a
systematic synthesizing of all existing literature, identifying trends and gaps, and
providing a comprehensive overview of a topic. (Massaro, Dumay & Guthrie, 2016;
Okoli, 2015)

Snyder (2019) has written about the adaptation of the systematic literature review to
the business field. The semi-systematic method differs from a systematic review mainly
by allowing flexibility. Instead of conducting a literature review where the data is
collected from all existing databases, only one database is used in this thesis. When
following the rigorous screening and data collection steps for a systematic literature
review, doing it transparently and thoroughly, not all databases need to be included for
a trustworthy analysis. The systematic method was originally developed for medical
research, and it makes sense for that field to have to go through all current data to
further the field. But in business and economics, the same theories will start repeating
in the articles and a well-rounded, critical analysis is possible on a smaller dataset.
(Snyder, 2019)

The narrative review type was used for this study, which is the most common
descriptive literature review type. A narrative review study focuses on finding relevant
information and presents it in more of a storytelling way, synthesizing information into
a narrated story of findings. This review type tends to be less concerned with the
quality of the studies used or even summarizing the whole of literature on a topic. (Xiao
& Watson, 2019) Regardless of this prejudice of narrative reviews, the quality of

journals was assessed to the best of the author’s ability.

The study follows the PRISMA 2020 statement regarding structuring and reporting the
data collection and screening process, as well as the checklist provided in the

statement. The Preferred Reporting Items for Systematic reviews and Meta-analyses
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(PRISMA) 2020 statement, first published in 2009 and updated in 2020, was created
to help researchers transparently report their full research journey. Transparency
allows the systematic literature review to be repeatable by other researchers and

makes the study more reliable. (Page et al., 2021)

2.1. Literature identification

The literature search was started by using the keywords “tax avoidance”, “tax evasion”,
“economic crises”, “financial crises”, “pandemic”, “COVID-19”, “tax legislation”, “tax
regulation”, “tax policy”, “tax law” and “tax governance”. The first six keywords are
different variations of what this research focuses on. Since all means of avoiding or
evading tax are included in this study, both tax avoidance and tax evasion were
included in the keywords. “Economic crises” as a keyword refers to all crises that
affected the economy at large but is specified by addressing the Global Financial Crisis
with the keyword “financial crises”, and “Pandemic” and “COVID-19” as keywords
were used predominantly in studies covering the economic crisis inflicted by the
COVID-19 pandemic. The last five keywords specified the search even further by

bringing forward the studies and articles focusing on regulation and governance.

With the Boolean search “tax avoidance OR tax evasion AND economic crises OR
financial crises OR pandemic” eighty-nine results were found in the SCOPUS
database. Changing the economic crises and financial crises to a singular “crisis” did
not change the outcome of the articles found. The Boolean search “tax avoidance OR
tax evasion AND financial crises OR economic crises OR pandemic OR covid-19 AND
tax policy OR tax governance OR tax law OR tax legislation OR tax regulation" gave
seventeen results. In total, the starting point for this semi-systematic literature review
was 106 studies. The limitations used in Boolean searches were as follows: document
type was set to article, language was English. The final search, after which no new
articles were included, was on February 7t", 2024. The decision to include the SCOPUS

database in this study was made because SCOPUS is a high-quality comprehensive
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database developed by Elsevier, a world-leading scientific publishing company
(Elsevier, 2024a; Elsevier, 2024b). This limitation to one database for articles also works
perfectly with the limitations of a bachelor’s thesis. Also, in business research, it has
been found that not all databases and articles need to be included in a semi-systematic
literature review to give an effective and relevant overview of the existing literature and

theoretical frameworks (Snyder, 2019).

2.2. Inclusion criteria and screening process

To identify the literature that provides relevant and broad answers to the research
questions in this study, only the articles that provide an analysis of any
financial/economic crisis and tax avoidance were included. Studies on crises that
mentioned tax avoidance only a couple of times, in ways that didn’t give insight into the
topic of this study were excluded. So were studies on tax avoidance that mentioned
financial crises only in literature review sections or introductions, without including it in
analyses. All types of tax avoidance were included, with no limitations on who pays the
tax, where in the world the study is conducted, and whether the minimizing of tax

liabilities was done by legal or illegal means.

Next, the screenings were conducted, beginning with screening for inclusiveness with
the titles and abstracts, eliminating doubles that surfaced with the two similar Boolean
searches. The number of articles moving into the next screening phase was 76. The
number of double articles found was seventeen and thirteen were eliminated because
they were found irrelevant. Articles were included when the abstract suggested the
article cover the topics of this study by any means. The main reason for elimination
was that the article did not answer directly or indirectly the research questions. If there
was any doubt that the article provided value in any sort of way, it was included in the
next round of screenings for further evaluation. The second round of screening was
done by reading introductions and possibly conclusion and discussion sections to get
a real sense of what the studies covered. This round was executed with exclusiveness

in mind, only keeping the articles that focused on interpreting tax avoidance/evasion
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during and after crises. In this phase, 24 articles were eliminated and 5 could not be

accessed. A total of 50 articles continued onto the next screening phase.

The next step was full article screenings with quality assessments. The quality
assessment was conducted with the help of the Publication Forum (*Julkaisufoorumi”
in Finnish). Publication Forum was created by the Finnish scientific community to help
researchers assess the quality of academic research and follows a four-level
classification system. The levels are 0-3, 0 being the lowest and 3 being the highest
quality of academic journals. The level 0 does include professional journals that do not
aim to compete with the academic journals. (Publication Forum, 2022) All articles that

resulted in 1-3 classification levels were included in this study.

The journals of four articles were not in the Publication Forum database. These four
were assessed with the help of SCimago Journal and Country Rank. All four were
described as journals with high-quality research or were published by universities, and

therefore were included in this study.

In the end, 36 articles were deemed relevant enough and passed the quality
assessment. 11 articles were eliminated in the last screening phase, one of them due
to Publication Forum’s classification of 0, the rest were discarded due to not including

relevant information for this study.



|dentification

Included

Articles identified from
SCOPUS datz arch
(n=106)

ter duplicates removed
(n=89)

1ed by title and
stract (n=89)

Arlicles excluded (n=13)

sion

: o : Articles excluded (n
by introduction (n=7a&) - :

Full text articles excluded with
ons (n=14)
Full-text articles assessed
for eligibility and quality (n=50)
Article
Full text not available: 5

Figure 1: Data screening phases

10



3. Results

The main economic crises studied in the context of tax avoidance were the Global
Financial Crisis (GFC) that started in 2008 and the COVID-19 pandemic in 2019. Out
of the 36 articles in the dataset, 25 were of the Global Financial Crisis or adjacent, and
12 were of Covid-19 or pandemics in general. One article had both, the GFC and
Covid-19 as the research subject. Six of the articles were theoretical, and the majority
of 31 were empirical studies, and one study combined both research types. There also
was a clear majority of studies on corporate tax avoidance, as 27 studies covered it

and only 12 were (also) about private tax. (Table 1)

Tax avoidance has been examined in the context of economic crises in two main ways.
Firstly, the tax behavior of different entities. This means studying the motives and
driving factors of tax behavior for personal and corporate tax. The attitude of people
toward tax avoidance and how has additional attention due to the crises impacted this
attitude. These articles have aimed to study human behavior in a way, that gives
decision-makers the background on why people have resorted to tax avoidance
strategies, and what works to deter tax avoidance practices. This section was broken
down into two main subsections, motives for tax avoidance and tax compliance. The
latter also includes topics adjacent to motives for tax compliance, such as the effects

of auditing and public activity.

Secondly, the governance aspect of tax avoidance. During crisis times, governments
need tax revenues even more than usual. Government revenue is used for fiscal policy
and to support or bail out banks and corporations from financial destruction, which is
the case in financial and economic crises. (Athira & Ramesh, 2023; Pedroni, 2023) This
need to collect tax revenue raised attention toward tax collection and its effectiveness,
eventually leading to years’ worth of attempts to lower tax avoidance and improved
global tax cooperation (De Simone et al., 2019; Emmenegger, 2015; Kudrle, 2017;
Lesage, Lips & Vermeiren, 2019). The section has four main themes that were

examined in the data: OECD (Organization for Economic Co-operation and
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Development) and BEPS (Base Erosion and Profit Shifting), banking secrecy and
automatic exchange of information, enforcement, and lastly the sub-section about

Greece.

This division into two main themes from the articles answers the main research
question of “How have the effects of economic crises on tax avoidance been researched
since the start of the Global Financial Crisis?”. The second main theme of taxation
governance is at large answering the first sub-question of this thesis “How have
changes in tax laws, regulations, or enforcement strategies been examined in the

context of economic crises?”.

The second sub-question, “What are the geographical differences in the studies on
this topic, and how do they observe the effects of economic crises on tax avoidance”,
has answers opened up throughout the upcoming chapters. Most of the focus from the
geographical point of view has been on the European Union, the United Kingdom, and
the United States of America, as 11 articles have these as the main focus jurisdiction.
The GFC got its start in the US and then quickly spread to the rest of the Western
world. The USA also is the home and governing body of the world's biggest currency,
the US dollar, and its financial market, giving the USA an upper hand in negotiations
and enforcement, as is seen in the Switzerland case explained in the upcoming sub-
chapter 3.2.2. (Emmenegger, 2015). Eight articles focused on global issues and were
categorized as having a worldwide focus jurisdiction and one article did not have a
focus country. These articles often had offshore states and different tax havens as a
focus, exploring the global governance aspect of tax avoidance. Four articles were of
Greece and two of Indonesia. The rest of the articles were all of different countries:
BRICs countries, Vietham, Tunisia, Argentina, Ireland, Croatia, Barbados and Bahamas,
Switzerland, Australia, and France. This list covers all of the continents except
Antarctica. Africa is the least represented, only one article about Tunisia was written

with a focus on an African country. (Table 1)

Much focus on the geographical differences has been on how different jurisdictions

react and adapt to the governance developed after the GFC, and also singular studies
12



made in different countries exploring tax behavior. Greece was the most studied

country besides the USA and UK in the articles in this study because it got hit worse

than most countries and had exceptional measures taken from inside the country and

outside to keep the country from collapsing (Fotiadis & Chatzoglou, 2021; Matsaganis

& Leventi, 2013).

Corporate or personal

Article Study type Crisis Jurisdiction of focus -

Ariff et al. (2023) Empirical CoviD-19 Worldwide Corporate tax
Athira & Ramesh (2023) Empirical CoviD-19 Worldwide Corporate tax
Benkraiem et al. (2021) Empirical GFC Worldwide Corporate tax
Birks (2017) Empirical GFC UK Private tax
Bramal (2017) Theoretical GFC UK Private tax
Crasnic (2020) Theoretical GFC Small st:;e;;riaa;bados & Corporate tax
Dammak & Jmal Ep Derbel (2023) Empirical CoviD-19 Tunisia Corporate tax
De Simone et al. (2019) Empirical GFC Worldwide, USA Corporate tax
Emmenegger (2015) Empirical GFC Switzerland Corporate tax
Fotiadis & Chatzoglou (2021) Empirical Greece's economic crisis Greece Private tax
Hardouin (2011) Theoretical GFC Worldwide Corporate tax
Hossain, Lobo & Mitra (2022) Empirical GFC Worldwide Corporate tax
Jinetal. (2022) Empirical GFC USA Corporate tax
Kobbi-Fakhfakh & Bougacha (2023)  Empirical CoviD-19 USA Corporate tax
Kudrle (2017) Empirical GFC USA Both
Lartey et al. (2022) Empirical GFC USA Corporate tax
Lesage, Lips & Vermeiren (2019) Empirical GFC BRIC countries Both
Matsaganis & Leventi (2013) Empirical GFC Greece Private tax
Oats & Tuck (2019) Empirical GFC UK, USA & EU Corporate tax
Ozili (2020) Theoretical GFC N/A Both
Paleka & Vitezi¢ (2023) Empirical CoviD-19 Croatia Private tax
Pedroni (2023) Empirical CcoviD-19 Argentina Corporate tax
Pham (2019) Empirical GFC Vietnam Corporate tax
Polyak (2022) Empirical CoVvID-19 Ireland Corporate tax
Richardson, Taylor & Lanis (2015) Empirical GFC Australia Corporate tax
Rixen & Unger (2021) Theoretical GFC Worldwide Corporate tax
Sikka (2013) Empirical GFC UK Private tax
Souguir et al. (2023) Empirical GFC, COVID-19 France Corporate tax
Souliotis et al. (2015) Empirical GFC Greece Private tax
Sri, Effendi & Pratiwi (2023) Empirical COVID-19 Indonesia Corporate tax
Sukowidyanti (2023) Empirical CoviD-19 Indonesia Private tax
Van Hulten (2012) Theoretical GFG US & EU Both
Vaughan (2019) Empirical GFC UK & Australia Corporate tax
Vousinas (2017) Empirical GFC Greece Both
Yamen (2021) Empirical CoviD-19 Worldwide Corporate tax
Zhu et al. (2023) Empirical Pandemics Worldwide Corporate tax

Table 1: Article characteristics
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3.1. Tax behavior

3.1.1. Motives for tax avoidance

There are many reasons for tax avoidance during crises. Some major reasons from the
government's system and development point of view are the following: government
effectiveness and political stability (Athira & Ramesh, 2023), the distribution and level
of the tax burden, the structures of the taxation system and national income, tax system
complexity (Paleka & Vitezi¢, 2023), corruption level (Ozili, 2020; Yamen, 2021), the
size and amount of businesses in an economy, as well as how developed and organized
those businesses are (Vousinas, 2017). Then there are the individual taxpayer’s
reasons: low education level, trust in government and society, ethics (Benkraiem et al.,
2021; Souguir et al.,, 2023; Vousinas, 2017), and perceived income adequacy
(Sukowidyanti, 2023). Lastly, the corporate reasons for tax avoidance: political risk
(Hossain, Lobo & Mitra, 2022; Sri, Effendi & Pratiwi, 2023), costly external financing
(Jin et al.,, 2022), environmental pressure (Kobbi-Fakhfakh & Bougacha, 2023),
increased risk of bankruptcy and financial distress (Richardson, Taylor & Lanis, 2015;
Sri, Effendi & Pratiwi, 2023).

Vousinas (2017) examined the Greek shadow economy and the determinants of tax
avoidance. He found tax avoidance to be seen as a beneficial solution for those people
whose level of tax burden is high in comparison to aggregate income. When the
amount of taxes paid begins to restrict a person’s access to basic needs, such as
housing, food, and clothing, the incentive to evade tax outweighs the risk of getting
caught. If the tax burden is divided in a way that is perceived as unfair or unequal, tax
avoidance is seen as a favorable option. Sense of unfairness could come, for example,
from wealthy people’s and corporations' access to tax planning means, that lower class
or smaller entities don’t have. Subsequently, the lower class would be “filling in” the
lost tax revenue that wealthier entities have avoided or evaded. An unequal system

could result in a situation where the competition between corporations becomes
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unequal because one has avoided tax more aggressively and therefore has more funds

for developing its operations. (Vousinas, 2017)

Yamen (2021) examined the correlation of tax avoidance and corruption to the COVID-
19 health risk. Both high tax avoidance and high corruption lead to more COVID-19
outbreaks, as there is less funding in the government and public health organizations,
or those funds are going to other destinations. The effect of high corruption is also
found to be more significant than that of high tax avoidance. (Yamen, 2021) Other

researchers have also concluded that corruption increases tax avoidance (Ozili, 2020).

The structure of the taxation system plays a role in how easy it is to avoid taxes. The
private sector can more easily evade taxes in a system that consists mostly of direct
taxes since they can conceal their income. In a system of mostly indirect taxes, such
as the value-added tax, the system tends to be more monitored and tax avoidance is
not as simple. The level of development in an economy and businesses affects tax
avoidance as well, with less development correlating with higher tax avoidance. If
transactions are made by something other than money, avoiding taxes is easier. If there
are more small businesses, instead of larger, more developed ones, monitoring and
auditing become expensive and difficult, making it easier to avoid taxes. (Vousinas,
2017) Tax system complexity is directly correlated with higher tax avoidance, less
complex systems or technology that helps with understanding the tax system can be

used to help against tax avoidance. (Paleka & Vitezi¢, 2023)

Personal tax avoidance

The level of education affects the level of tax consciousness and therefore how aware
people are of the importance and use of taxes. A low level of education is correlated
with more tax avoidance. (Vousinas, 2017) The governments with stronger governance
mechanisms were able to enforce tax policies more effectively during COVID-19 than
countries where governance was weaker. Political stability provides a trustworthy and

predictable environment and is also correlated with less tax avoidance. (Athira &
15



Ramesh, 2023) Trust in the government and society during economic crises is also
negatively correlated with tax avoidance (Benkraiem et al., 2021; Zhu et al., 2023).
Perceived adequacy of income is deemed to be a factor in tax avoidance when a
person's wants are compromised. During the COVID-19 pandemic, with all types of
lockdowns and additional stress from the crisis, working women in Indonesia were
more likely to engage in tax non-compliance when their wants were not met.

(Sukowidyanti, 2023)

Corporate tax avoidance

Political risk for firms encompasses political events, decisions, and processes that can
detrimentally impact business operations and value. It is triggered by governmental
actions and events such as elections or economic downturns like the GFC.
Researchers have analyzed political risk mostly as an aggregate risk and found a
correlation between higher aggregate political risk and tax avoidance, Hossain et al.
(2022) chose to investigate firm-level political risk in firms' tax planning process. Since
differences in industries, location, ownership structures, and many more, make political
risk affect firms differently, their study takes the individual firm’s characteristics into
account. After concluding that with higher firm-level political risk tax avoidance is also
higher, they examined whether this also applies to the GFC. The likelihood of tax
avoidance is higher during crisis times in firms facing firm-level political risk. (Hossain,
Lobo & Mitra, 2022)

The rise in the cost and limited access to external financing during the GFC has led
corporations and even banks to tax planning and avoidance to mitigate concerns of
insufficient funds (Jin et al., 2022). Firms’ management is more likely to resort to the
risk of tax avoidance when risks of insufficient funds, bankruptcy, and failure are high.
Tax savings might be the capital needed to maintain the needed funds for operating
the firm and keeping the reputation in the eyes of shareholders. (Richardson, Taylor &
Lanis, 2015) The GFC and COVID-19 pandemic are indeed positively correlated with
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corporate tax avoidance according to some studies, further proving these reasons for
tax avoidance (Athira & Ramesh, 2023).

3.1.2. Motives for tax compliance

Institutional theory is often used to describe the effect the institution, the environment
and laws for example, on a company's behavior. These institutions can be formal or
informal. The theory is used by Kobbi-Fakhfakh & Bougacha (2023) to describe the
external effect of the COVID-19 pandemic on corporate tax avoidance. The pandemic
has weakened the performance and caused financing issues for many firms, which has
led to higher tax compliance in the post-pandemic times for US-traded firms in the
Standard & Poor 500 index. While increased financial difficulty can lead to tax

avoidance (Athira & Ramesh, 2023), it can also have the opposite impact.

Paleka & Vitezi¢ (2023) studied tax compliance and taxpayers’ typology, grouping
taxpayers into four categories according to their tax compliance motives. The first two
are morally motivated and socially committed, which means their motivation for tax
compliance comes from their morals and sense of responsibility. They have a strong
belief in what is “right” and what they are obligated to do. The next two are extrinsically
motivated and financially motivated taxpayers. These two are more concerned with the
tax rate, audits, and how paying taxes is affecting them financially. They comply with
the tax system when they believe it benefits them, or more so when they believe that

tax non-compliance is of disadvantage to them. (Paleka & Vitezi¢, 2023)

Attention towards tax avoidance and tax havens has increased in governments,
multinational governing, and enforcement bodies such as OECD, and amongst the
public (De Simone et al., 2019; Hardouin, 2011). The culture of shaming tax avoiders
and correlating morals and ethics to paying taxes in both income and corporate
taxation has grown especially after the GFC and during the COVID-19 pandemic
(Pedroni, 2023; Souguir et al., 2023).
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Correlating paying taxes with ethics, reasonability, and patriotism further develops the
risk of reputational damage if or when tax avoidance comes into the public's
knowledge. Bramall (2018) studied the theory of using tax shaming as a weapon
against tax avoidance. She argues that in addition to the government's actions against
tax avoidance, the public has a “weapon” of their own. As the public attention toward
tax avoidance after the GFC skyrocketed, this method could be useful, but it is still

unclear whether it would work. (Bramall, 2017)

While tax avoidance aims to serve shareholders, reputational damage can result in
bigger damages than savings from tax payments. Reputation damage can come from
both tax evasion and tax avoidance, even if the latter is viewed as a legitimate way of
lowering tax obligations. (Hossain, Lobo & Mitra, 2022) On the other hand, in some
cases, the public felt sympathy towards struggling companies and aided them in
shadow economy activities, including tax avoidance, by for example not asking for
invoices (Pedroni, 2023). The case of ethics is therefore multifaceted, as people can
call opposite things ethical and have legitimate reasonings for different views (Ozili,
2020).

This type of market and public influence and monitoring is called political cost, and its
size is positively correlated with the size of the company. With a big income and not
many competitors, all monitoring eyes are on you, including the ones governing and
making decisions. This is why Sri et al. (2023) found political cost to be correlated with
less tax avoidance during the COVID-19 pandemic. Agency theory is used to explain
the relationship between shareholders and management of firms with high political
costs. (Sri, Effendi & Pratiwi, 2023)

Sustainability, climate change, and eco-responsible practices have also had an
increase in public attention in the 21t century, same as tax avoidance. Both can have
a positive or negative effect on the public’s view of a company’s ethics and values
which in turn affects the success of a company. Corporate social responsibility (CSR)

is positively correlated with less tax avoidance in some studies, but there is also a
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different side to this coin. Some might use loud CSR reporting as a means to cover
one's tax avoidance practices. (Dammak & Jmal Ep Derbel, 2023) To get companies
to be more sustainable, there have been tax benefits put in place which make it an
even more compelling strategy. In France, it has been found that eco-friendly
performance has a causality correlation to tax avoidance, and the results are consistent
in crisis times such as the GFC and COVID-19 pandemic. This sustainable behavior is
studied with the help of institutional theory, meaning that the company’s institutional

environment influences how decisions are made. (Souguir et al., 2023)

As some companies attempt to justify tax avoidance by following other responsible
behaviors, Dammak & Jmal Ep Derbel (2023) deemed it important to examine the
Tunisian tax authority auditors' beliefs during the COVID-19 pandemic regarding this
misalignment of CSR and tax avoidance. They found that the auditors believe tax
compliance to be a crucial part of CSR, and don’t excuse tax avoidance measures with
other responsible acts. This was explained by the harshness of the pandemic and crisis
at hand, and how tax compliance is vital for long-term success. (Dammak & Jmal Ep
Derbel, 2023)

Effect of auditing

During economic downturns and crises, governments aim to give out benefits to firms
and individuals. While many do use these benefits, there are always some who don't.
Tax avoidance and fear of audits are some reasons for low take-up on benefits. In
Vietnam, during the GFC the government gave out a stimulus package in which firms
could file for 30% lower tax rates temporarily, and the fear of audits measured by tax

avoidance variables was found to be one of the reasons for low take-up. (Pham, 2019)

During the COVID-19 pandemic, it was found that firms that had more aggressive tax
avoidance strategies in place had taken a step back and made more conservative
management plans during the crisis. Their tax avoidance was lower because of fears

of audits and reputational damage in sequence to that. This relationship has been
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studied with agency theory and institutional theory. (Ariff et al., 2023; Athira & Ramesh,
2023) This also implies that increasing audits is an effective means of lowering tax

avoidance and evasion (Ozili, 2020; Pedroni, 2023).

Lartey et al. (2022) find that overly confident CEOs often use aggressive tax planning,
which attracts the US tax authorities, the Internal Revenue Service (IRS) attention.
They link CEO overconfidence to corporate failures and risky financial management
and the study finds a positive correlation between CEO overconfidence and IRS
scrutiny, especially during crises. They use the cockroach theory here, which states
that where one problematic activity is found, it is likely that even more problems are to
be found there, and agency theory. CEOs' overconfidence may lead to riskier tax
strategies and false reporting, resulting in increased IRS attention due to signals of

overconfidence. (Lartey et al., 2022)

Adopting new technologies or standards, which make information more accessible to
governing parties, such as auditors and tax collectors, is helping the fight against tax
avoidance. Adopting the IFRS, an International Financial Reporting standard used in
accounting made it harder to exploit the tax code loopholes, resulting in less tax
avoidance during pandemics. (Zhu et al., 2023) Similarly, during the COVID-19
pandemic, Pedroni (2023) found that the rise in electronic payment methods correlated
with less tax avoidance. This shift towards electronic payment methods was due to
attempts to limit the spreading of the COVID-19 disease. Contactless and electronic
payment methods were favored instead of cash which is handled physically by all
parties it comes by. The effect of shifting from cash payments to electronic ones was
more drastic in jurisdictions where the informal and shadow sectors were booming,

such as Argentina. (Pedroni, 2023)

Public activity

With media attention and coverage increasing on tax avoidance issues post-GFC times,
the general public has more information than ever on corporate tax avoidance, and the

topic of tax fairness amongst the public has also arisen. As wealthy people,
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corporations, and especially MNEs (multinational entities) were revealed to evade or
avoid taxes, the public viewed this as unfair, and even protests were organized.
Fairness has been described as having a positive effect on tax compliance (Paleka &
Vitezi¢, 2023). The UK elected a new conservative government in 2010 and they issued
austerity policies to cope with lost revenues. As a protest against these austerity
policies in the UK, activists formed UK Uncut in 2010 as an alternative solution,
proposing the focus be shifted to tax avoidance done by MNEs and wealthy individuals,
instead of cuts from the poor. During this era, many countries faced austerity, some,
such as Greece had them imposed on them, but in the UK, it came from the domestic
coalition government, which didn’t have a mandate for cuts in place. These austerity
measures were justified by turning the financial crisis into a fiscal crisis, as the

governments set out to bail out banks from failing. (Birks, 2017; Vaughan, 2019)

The British tax authorities, Her Majesty’s Revenue and Customs (HMRC), policies were
called unfair, the public noting an unequal treatment between “normal people” and
corporations, especially large multinational entities. The specific part that was
described as “unfair”, was the opportunity for tax avoidance. (Birks, 2017) Inequality
such as mentioned above is blamed partly for financial and economic crises, as well

as for the rocky recovery from them (Sikka, 2013).
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3.2. Taxation governance

As taxation has grown from national, country-level regulation to multinational and
global cooperation of countries and organizations, so has the governance of tax
avoidance and evasion. This shift has transformed governance from public and direct
to private and indirect, and this resulted in private entities, such as tax advisors and
non-governmental institutions, having a say in the course of events. This in turn can
affect the fairness of systems, as different entities can have differing motives for altering

tax governance. (Rixen & Unger, 2021)

The next sub-sections go into detail on what tax avoidance issues were described in
the articles during or because of crises, and how governing bodies adapted in

response. Also, there is a deeper look into the case of Greece.

3.2.1. Base Erosion and Profit Shifting

The differences in tax policies in different jurisdictions have created a competitive field
in offshore tax avoidance schemes. Countries are competing for the lowest tax rates
and hoping to attract tax evaders from other countries. (Kudrle, 2017) Base Erosion
and Profit Shifting (BEPS) recommendations and reports were developed by the OECD
to work as a guideline for governments to tackle the issue of profits “disappearing” or
being shifted to low-tax or even no-tax jurisdictions. This had become a major issue
following the GFC and tax administrators had to start taking steps to curb aggressive
tax avoidance or even illegal tax evasion. (De Simone et al., 2019) The main ways of
avoiding tax for these MNEs are by transferring IPs, using accounting tricks, and
moving headquarters over to the low-tax jurisdictions without actually moving

production or jobs over. (Polyak, 2022)

One example of profit shifting is Polyak’s (2022) article on Ireland. Ireland’s economy

is overly inflated by US-origin MNEs shifting income to the low-tax jurisdiction. Ireland’s
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economy saw positive growth during the beginning COVID-19 pandemic, meanwhile
most of the world faced a recession. This was possible due to the sectors that had
overseas headquarters and intellectual property (IP) assets in Ireland,
pharmaceuticals, and IT. Companies such as Apple Inc., Amazon, Pfizer, and Johnson
& Johnson saw growth during the pandemic due to the nature of the economic crisis.
The first two tech companies saw increased demand while people were in lockdowns
and working remotely, increasing the demand for technology. The latter two are
pharmaceutical firms and due to the crisis being a health crisis, a virus, these industries
saw a big demand for the development of vaccines and treatments, as well as

healthcare products such as face masks. (Polyak, 2022)

3.2.2. Banking secrecy: an enabler of tax evasion

Tax justice as a concept is an umbrella term for many types of tax policy issues, such
as corporate tax avoidance and international information transparency. International
information transparency can be divided into three categories: registries of beneficial
ownership of companies, automatic exchange of tax information, and MNE profits. Tax
justice is an especially important topic amongst tax havens, which hold an estimated

40 % of multinational profits. (Vaughan, 2019)

Tax cooperation between countries has not always been self-evident but has been
improving since the OECD standard of automatic exchange of information (AEol). As
the financial sector was blamed for the GFC, it opened opportunities for changes in
international cooperation and information asymmetry. (Emmenegger, 2015; Lesage,
Lips & Vermeiren, 2019) Swiss banks managing up to a third of the offshore wealth

and known for the impenetrable banking secrecy’ in place could for a long time

"There are two pillars to banking secrecy. First, there are legislative requirements and criminal penalties
in place to prohibit employees from disclosing information about clients and their accounts. Second,
banking secrecy regulates rules about the domestic public authorities' access to data, and how this data
can be shared with foreign authorities. Switzerland, for example, has refused to provide information and
data to foreign authorities up until 2009. (Emmenegger, 2015)
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withstand the pressures from international tax regime key states, such as the US
(Emmenegger, 2015). It was the US that could get through to Switzerland, taking
advantage of the tax evasion scandal of UBS, the largest bank in Switzerland
(Emmenegger, 2015; Kudrle, 2017). International banks are highly dependent on the
dollar-based financial system, which is controlled by the US, and is the reason for the
power the US can hold (Kudrle, 2017; Lesage, Lips & Vermeiren, 2019).

The change in international tax coordination and automatic exchange of information
came from multiple factors. Firstly, the financial crisis brought up problems in the
financial sector, opening a platform for conversation and change (Emmenegger, 2015).
Secondly, strategies of public shaming such as blacklisting by the OECD were
optimized (Van Hulten, 2012). Thirdly, in Switzerland's case, the US used threats like a
criminal indictment to force the offshore state into cooperation after the tax evasion
scandal (Emmenegger, 2015). It seems that after the so-called conquering of the Swiss

banking secrecy efforts, the way for the new international tax coordination was paved.

States have had different responses to these transparency measures and information
exchanges. Crasnic (2020) developed four typologies of resistance to information
transparency based on their capability and resolve. States with high capability can
resist new regulations since they have the resources, expertise, and access to
institutions, and vice versa with low capability. Resolve in this case means the
willingness of decision-makers to defend domestic interests and needs. The four
typologies are submission, rejection, foot-dragging, and disruption. Submission has
low resolve and capability, rejection has high resolve but low capability, foot-dragging
has low resolve but high capability, and lastly, disruption has high resolve and
capability. (Crasnic, 2020)

Lesage, Lips & Vermeisen (2019) explored why the BRICs countries, despite not being
a part of the OECD, still ended up adapting to the OECD’s AEol reports. Due to a
different institutional model, the GFC didn’t have as big of a fiscal impact as it did on
for example the US and the EU. The BRICs countries had more domestically oriented

banks that didn’t require bailing out, and targeted taxation instead of mostly relying on
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income and profits tax collection. As the Western world was hurrying to collect capital
income to cope with the GFC, the BRIC countries did not experience a similar urgency
to track offshore tax evaders. The authors concluded that the adaptation of AEol in
BRICs countries ultimately came down to the convenience of a premade system and

the possibility of using it for their gain. (Lesage, Lips & Vermeiren, 2019)

There are risks to increased and forced transparency. While the added disclosure for
MNEs is beneficial for tax authorities, the information should stay confidential and not
spread into the hands of the wider public. This is explored by Oats & Tuck (2019),
stating that some entities might use these disclosures for their agendas, or that there
is a risk of misinterpretation by the public and media. Agency theory was applied to
this principal-agent relationship. Also, added disclosure measures require compliance
costs, which should be taken into consideration when weighing benefits and costs.
(Oats & Tuck, 2019)

3.2.3. Enforcement strategies

De Simone et al. (2019) aim to find a difference between changes in tax enforcement
and their effect on domestic and multinational entities. They found a difference
between the two, with the effect of changes being bigger in domestic firms. MNEs tend
to be able to adapt better to changes in domestic tax enforcement since they can
simply focus on avoiding tax elsewhere. This essentially meant that increasing tax
enforcement during 2006-2013 did little for MNEs avoiding tax globally and mostly

affected domestic firms. (De Simone et al., 2019)

Governments have had to figure out what tax enforcement strategies work best in the
ever-changing world of crises and exogenous shocks. One way to look at enforcement
strategies is through informal and formal institutions. Benkraiem et al. (2021) study this
in the context of encouraging ethics versus auditing strength in the context of tax

avoidance during the GFC with the help of institutional theory. On the background of
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formal and informal institutions, auditing strength, and ethics in this case, one must
take into consideration the fairness of tax systems, corruption levels, trust in
government, etc., since all of these have an impact on corporate tax compliance and
aggressiveness in tax avoidance strategies. As financial crises increase incentives for
businesses to minimize tax obligations, enforcement strategies play a big role in
upkeeping the much-needed levels of public revenue for governments. During the
GFC, tax enforcement through informal institutions such as ethics was found to be

more impactful than formal institutions. (Benkraiem et al., 2021)

3.2.4. Case Greece

Greece's economy took a bigger hit during the GFC than most other eurozone
countries (Fotiadis & Chatzoglou, 2021). The way the crisis affected Greece has been
described as the worst in recent decades (Matsaganis & Leventi, 2013). Greece’s
underlying problems surfaced, when after a promising decade of growth news of
misreported fiscal data came out in 2009, right after the eruption of the GFC. Greece
lost access to the global financial markets and even austerity measures failed. After
receiving 110 billion euros as a bailout from the European Commission, the
International Monetary Fund, and the European Central Bank, the country signed an
agreement for even more intense austerity measures. Direct and indirect taxes were
raised. The burden of austerity measures was distributed unevenly, as the indirect
taxes such as the standard VAT rate were raised from 19 % to 23 %. This tax is harder
to avoid in comparison to income tax (Vousinas, 2017), but it also affects the lower

class more in comparison to their aggregate income (Matsaganis & Leventi, 2013).

Even after the rest of the world started recovering at the beginning of 2010, Greece
ended up being in a decade-long crisis. Fotiados & Charzoglou (2021) argue, that this
is in big part due to a lack of trust in the government and tax authorities and low tax
morale amongst citizens. Tax morale is defined in their article as the intrinsic motive of

a taxpayer to pay taxes. They found that during the economic crisis, one-third of the
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research population paid taxes because of tax honesty, and the other two-thirds did so
due to fear of fines and audits. Also, the tax system reciprocity is a big determinant of
trust in government, which then affects tax avoidance. Greece has not used its tax

revenues in a way, that satisfies the taxpayers' needs. (Fotiadis & Chatzoglou, 2021)

According to Vousinas’ (2017) narration, the prolonged crisis also had a surprising
effect on Greece’s shadow economy. The shadow economy shrinked due to the
recession in the formal economy and people's income, resulting in a decrease in the
shadow economy. The shadow economy is closely related to tax avoidance and
evasion. The underground activity called shadow economy refers to the concealed
economic activity in a society. It is a form of activity left unreported, evading regulati-
ons, wasting resources insufficiently, and skewing national statistics. As the economic
activity is left unreported, the tax revenue from this activity is lost. The leading factors
leading people to the shadow economy are self-employment and unemployment
amounts, trust and role of the state and government, and the level of the tax burden.
In OECD countries, there's a group of four countries with the nickname PIGS, for
Portugal, Italy, Greece, and Spain, with the highest shadow sector, as of 2015 the

highest being Greece with 22,4 % of all economic activity. (Vousinas, 2017)

The shadow economy in Greece had dropped from 28,2 % in the pre-crisis era to 23,6
% in 2013. Similarly, the fight against tax evasion started to work during the crisis, with
the amount of tax evasion dropping from 5,6 % in 2009 to 4 % in 2010. Unlike in other
countries where similar developments were seen, in Greece both the drop in shadow
economy and tax evasion is mostly due to the prolonged economic crisis. (Vousinas,
2017) As the shadow economy is still almost one-fourth of economic activity, and
austerity measures causing pressures on all sectors, Souliotis, Golna & Tountas (2015)
surveyed the Greek people’s payment behaviors in the health sector. The so-called
under-the-table payments continue to be highly present in both the public and private
sectors, even though the public’s willingness to pay informally has lowered due to
financial pressure on the country. The health sector is described to be corrupted, for
example, getting shorter waiting times if willing to pay under the table. (Souliotis et al.,

2015)
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4. Conclusions

This bachelor’s thesis aimed to gather an overview of the existing literature regarding
financial and economic crises and tax avoidance. As tax avoidance is an increasing
issue with the globalization of corporations, the issues of tax avoidance have also

grown from national to multinational.

The study was conducted as a semi-systematic literature review. The articles were
gathered from the SCOPUS database and went through four screening phases. The

number of articles synthesized in the results was 36.

The main research question was “How have the effects of economic crises on tax
avoidance been researched since the start of the Global Financial Crisis?”. The main
themes regarding tax avoidance during crises were tax behavior and what motives
were behind either compliance or non-compliance, and taxation governance and
enforcement issues. Two theories rose above others in the articles in this study.
Institutional theory and agency theory were used to explain tax behavior and the

relationship between different entities and taxpayers.

The motives for tax avoidance could be divided into two variable categories, internal
and external, or so-called informal and formal institutions (Benkraiem et al., 2021).
Internal variables are ethics, morals, and the perception of fairness, and external are
the government and tax systems, financial distress, corruption, etc. The internal factors
such as a sense of fairness (Birks, 2017), morality and ethics (Pedroni, 2023; Souguir
et al.,, 2023), responsibility (Dammak & Jmal Ep Derbel, 2023) and fear of getting
caught (Ariff et al., 2023; Athira & Ramesh, 2023; Pham, 2019) have seemed to surface
more since the GFC and are a bigger topic in the public discussion of tax avoidance.
Focusing on these internal, informal institutions while making governance and
enforcement decisions is according to Kobbi-Fakhfakh & Bougacha (2023) even more
impactful than using formal institutions such as auditing strength. Further research

could be done by implementing for example Paleka & Vitezi¢’s (2023) typologies for
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different taxpayer compliance for different jurisdictions, to find out exactly how

decision-makers should emphasize internal vs. external factors for tax compliance.

Taxation governance as a theme also falls perfectly under the first sub-question of the
thesis, “How have changes in tax laws, regulations, or enforcement strategies been
examined in the context of economic crises?”. The big shift from local governance and
single agreements between countries to the global cooperation of nations for a fairer
and more transparent environment has happened since the GFC. OECD has been a
huge factor in this development, issuing recommendations such as the BEPS reports
and mandating a standard for the automatic exchange of information. These tackle the
biggest tax regulation and governing issues recorded in these articles, offshore tax

havens and banking secrecy. (De Simone et al., 2019; Emmenegger, 2015)

The second sub question, “What are the geographical differences in the studies on
this topic, and how do they observe the effects of economic crises on tax avoidance?”
is a nuanced topic with many dimensions. Some areas have more research done in
English which resulted in more coverage of a country or area, such as the US or
European countries. (Table 1) The severity of an economic crisis could also be the
reason for difference in the number of articles. For example, Greece as a country was
said to experience the crisis severely (Fotiadis & Chatzoglou, 2021), and has multiple
articles written of it. And on the other hand, the BRICs countries experienced a more
minor version of the crisis for their banking and taxation systems in place, and only

had one article for those countries (Lesage, Lips & Vermeiren, 2019).

The global governance theme of this study had a strong focus on many offshore tax
havens, as the governance issues are most prominent in those states. This is seen,
for example in the articles of Ireland when the issue of base erosion is covered (Polyak,
2022), and banking secrecy and the infamous Switzerland (Elsevier, 2024a;
Emmenegger, 2015; Kudrle, 2017; Lesage, Lips & Vermeiren, 2019). Different

governance problems result in focused research areas for those specific issues.
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The complexity of this second sub question proves that different studies, legislations,
and regulations are needed for different states, as there are a multitude of different tax
laws and other financial systems in place. Not only is the infrastructure of the systems
different, but so are the people and the culture. As was seen in the UK Uncut, the
feeling of unfairness set off a protest movement for a fairer system (Birks, 2017), but
then again, some people felt sympathy for corporates during crises and aided in

avoiding tax as customers (Pedroni, 2023).

4.1. Limitations and weaknesses

The second research question can be difficult to analyze, as countries and scientific
journals have differences in research amount, funding, and overall practices. There are
also differences in whether the research is published in English or other languages,
which could have cut off many articles from this literature review. Africa, Asia, and
South America were the areas with the least coverage in this dataset, and Europe and
the USA were the most researched. (Table 1) This gap could be explained by the

amount of available literature in English or the lack thereof.

According to Grant & Booth (2009), the biggest weakness of this research method is
the possible subjectiveness of the includings/excludings of literature. As there is no set
way of answering “why” on each potential source, it is up to the author(s) to make that
decision. They also state that this type of research works better if there are multiple
authors. The authors can discuss and explain their findings and reasons for
including/excluding something by doing independent research. The comparing aspect
of multiple authors makes the systematic review a more objective method, bettering its
quality. (Grant & Booth, 2009) There is no way to combat this weakness as this study
was written by one author, but it will be useful to keep in mind this when conducting
the screenings and analyzing studies, as well as when reading and evaluating the

thesis.

The limited number of articles used in this study can result in a skewed opinion or

oversaturation of some researchers’ articles. Some articles were more relevant than
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others in the point of view of this thesis’ research questions. This has resulted in some
articles being frequently referenced, as they covered many themes relevant to this
study. This is the most prominent in the usage of Vousinas (2017) in the tax behavior
and Greece sections. Vousinas wrote of the causing factors for the Greece’s economic
crisis, covering a variety of motives behind tax avoidance and the crisis. Vousinas was
also presenting results not studied in other articles, leaving them the only source for
whole paragraphs at times. This possible weakness and one-sided result were taken
into consideration when writing the literature review and should also be done by the
reader. The motives for tax avoidance during crisis times could be a research subject

worth furthering in order to have a more trustworthy literature review on the topic.

The definition of tax avoidance in this study could be an issue when differentiation
between illegal and legal practices is needed. As the aim of this study wasn’t in any
way to give policymakers guidelines for tax governance, the differentiation was not

deemed necessary and combining the two gave a broader Boolean search for articles.
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