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Abstract: This paper addresses the pressing concern of corporate tax evasion recognized by several nations, 

employing insights from public choice theory and tax compliance theory. The research aims to evaluate the 

ramifications of corporate tax evasion on public revenue, public expenditures, tax rates, and the prevailing 

budget deficit. Methodologically, the study utilizes questionnaire data and employs structural equation 

modeling for analysis. The findings indicate that tax evasion is significantly influenced by multiple factors, 

encompassing tax income, public expenditures, tax rates, and the budget deficit. The article offers a 

comprehensive exploration of both theoretical frameworks and practical implications, contributing valuable 

insights to the ongoing discourse on corporate tax evasion and its multifaceted impact on fiscal dynamics. 
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1. Introduction 

Taxation is a critical mechanism that supports the government's economic management and the 

provision of public services (Jiménez and Iyer, 2016; Demirhan, 2019). Governments use taxes to fund 

their development policies in the economic and social sectors, aiming to benefit the public by 

enhancing the quality of public services, such as education and healthcare, and bolstering vital 

infrastructure, such as roads and public projects (Guironnet et al., 2016; Ruane et al., 2020). Therefore, 

taxation is essential for the state to fulfill its role, and tax evasion undermines this role by causing 

significant financial losses, prompting lawmakers to enact criminal laws to deter such evasion 

(Tresch, 2022). Additionally, tax is a mandatory financial deduction imposed by the government on 

individuals without conditions to meet fiscal obligations (Moldogaziev et al., 2017). In public finance, 

tax evasion is an unlawful activity in which individuals or entities deliberately avoid paying their 

true tax liabilities. This evasion can involve full or partial noncompliance with tax payments without 

shifting the burden to others, significantly impacting the state's tax revenue and considered one of 

the most serious crimes (Houben and Snyers, 2018). 

The intricacy and challenges associated with taxation regulations, tax collection processes, and 

the escalating tax burdens borne by authorities contribute to the proliferation of tax evasion (Varotsis 

and Katerelos, 2020). In Jordan, the economy contends with resource scarcity and fiscal deficits in its 

budget, with tax revenues forming a primary source to bridge this deficit (Alasfour, 2019; Youssef, 

2019; Beck and Richter, 2021). Tax evasion in Jordan has resulted in substantial losses in tax revenue, 

exacerbating the gap between government income and expenditure, ultimately leading to budgetary 

imbalances (Alqtish et al., 2018). The Jordanian economy grapples with limited natural resources and 

ongoing fiscal instability, making it challenging to secure the necessary funds for economic and social 

growth initiatives (Alsheikh et al., 2016; Alshira’h, 2018). 
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Determining the extent of tax evasion presents challenges due to factors such as smuggling, high 

tax rates, the substantial informal economy, unregistered labor, and the methods used for accounting, 

which can mask significant funds allocated to cover public expenditures, especially in sectors like 

water and energy (Vanhoeyveld et al., 2020). Notably, tax evasion in developing countries often 

surpasses that in developed nations, illustrating the magnitude of the issue (Avi-Yonah and Xu, 

2016). Tax revenues are typically viewed as the most traditional and accessible means of financing a 

nation's treasury, with most economies relying on them to meet their financial needs (Kodali et al., 

2017; Luciani, 2015). Consequently, taxation proves to be a practical approach for governments to 

generate revenue to support their developmental endeavors (Althaus et al., 2022). 

The study of tax evasion is of paramount significance due to its severe impact on the public 

treasury's resources. This criminal activity results in the loss of funds that could have been allocated 

for the public good and the development of sophisticated tax evasion techniques. Moreover, tax 

evasion disrupts the principle of tax justice in distributing the fiscal burden among citizens (Lindsay, 

2016). Meanwhile, there is a need to modify income tax regulations without adversely affecting 

business profits or state revenues (Beer et al., 2018). This study aims to analyze the impact of business 

tax evasion on the decline in budget revenues through a case study of Jordan's overall budget.  

The structure of this paper includes Section 2, which lays the theoretical foundation for 

examining the relationship between variables. Section 3 outlines the investigation model, while 

Section 4 introduces the study's design. Section 5 employs a descriptive-analytical approach to 

scrutinize the data, validate hypotheses, and draw conclusions. Finally, in Section 6, the study delves 

into the findings, offers potential theoretical and practical implications, and identifies the study's 

limitations. 

2. Literature Review and Hypothesis Development 

Tax evasion has gained significant attention in recent years, particularly following the global 

financial crisis of 2008 (Chowdhury and Zuk, 2018) and the widespread impact of the COVID-19 

pandemic (Al-Qudah et al., 2022). This heightened focus has spurred efforts to combat tax evasion, 

driven by the urgent need for revenue and funding without resorting to introducing new taxes 

(Brownlee, 2016). 

The reasons for tax evasion in Jordan, as highlighted in various studies, including this one, align 

with those observed in other countries. These reasons can be broadly categorized into moral, 

technical legal, and economic and social factors. 

Individuals with higher moral standards tend to exhibit a heightened sense of responsibility, a 

strong commitment to the public interest, and a dedication to fulfilling their duties as prescribed by 

regulations and laws within the community (Alkurdi and Mardini, 2020). These individuals are more 

likely to comply with tax laws, recognizing their role in contributing to the collective well-being. 

The complexity and volatility of the tax system, coupled with frequent amendments to related 

laws, can contribute to difficulties in understanding tax regulations (Martins et al., 2018). This lack of 

clarity can lead to inadvertent non-compliance and may encourage individuals to seek loopholes or 

avoid tax obligations altogether. 

Citizens' perception of high tax rates is a significant motivator for tax evasion (Shafer et al., 2020). 

When individuals perceive taxes as excessive or unfair, they may be more inclined to engage in non-

compliant behavior. Economic hardships and a lack of trust in government institutions can further 

exacerbate tax evasion tendencies. 

Effectively addressing tax evasion requires a comprehensive approach that tackles the 

underlying factors driving non-compliance. This includes promoting ethical values, simplifying tax 

regulations, enhancing taxpayer education, and fostering trust in government institutions. 

Additionally, strengthening tax administration and enforcement mechanisms can deter tax evasion 

and ensure that all citizens contribute their fair share. 

2.1. Tax Revenue and Public Revenues 
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Tax revenue is a vital source of funding for a country's economic development. However, tax 

evasion poses significant challenges for tax authorities in efficiently collecting revenue from 

taxpayers. Tax evasion is defined as the illegal act of reducing one's tax liability by violating laws and 

deviating from social norms (Rashid, 2020). It represents a substantial loss of government revenues, 

hindering the smooth provision of public services due to declines in state budget revenues (Erdoğan 

et al., 2020). 

While combating tax evasion can undoubtedly increase treasury revenues, it alone is not a 

sufficient or reliable strategy for addressing long-term economic challenges (Morgan, 2021). Zucman 

(2014) emphasizes that success in curbing tax evasion does not guarantee sustained revenue growth 

due to the influence of other factors. Some revenues from evaders settling their obligations may be 

considered "one-time" and may not recur at the same volume. 

Tax evasion's direct impact on government tax revenues has been observed in various countries. 

Alkhatib (2019) asserts that tax evasion directly results in a loss of government tax revenues in 

Palestine. In Egypt, the tax evasion situation may worsen as government revenues rise faster than the 

underground sector (Udoh, 2015). Vietnam experiences an increase in total tax evasion despite public 

revenues growing more slowly than the formal economy (Ivanyna, Moumouras, and Rangazas, 

2016). Accurately measuring tax evasion in Pakistan is crucial due to its potential impact, as other 

indicators like national accounts, unemployment rates, and inflation rates could be misleading to 

policymakers (Kemme, Parikh, and Steigner, 2017; Mügge, 2016). Bethencourt and Kunze (2019) 

explore the relationship between tax evasion and public revenues, finding a positive connection 

between the declared tax rate and tax evasion, and a negative connection with tax revenues allocated 

to tax auditing. 

Effectively addressing tax evasion requires a multifaceted approach that tackles the underlying 

factors driving non-compliance. This includes promoting ethical values, simplifying tax regulations, 

enhancing taxpayer education, strengthening tax administration and enforcement mechanisms, and 

fostering trust in government institutions. Additionally, embracing technological advancements, 

such as data analytics and e-tax systems, can streamline tax collection and enhance tax compliance. 

2.2. Tax Revenue and Public Expenses 

The literature surrounding tax evasion and taxpayers' satisfaction with government policies, 

particularly in the context of public goods provision and overall public expenditure, is highly 

relevant to our subject. Experimental research consistently demonstrates that taxpayers are more 

likely to engage in tax evasion when they perceive mismanagement of their funds (D'Agostino et al., 

2021; Kiow et al., 2017). Casaburi and Troiano (2016) conducted an empirical study to investigate the 

impact of local efficiency on tax evasion in Italian municipalities, using public spending and taxation 

views to measure tax evasion. Their findings revealed that inefficiencies in public expenditure 

contribute to increased tax evasion, especially when public spending is lower (World Bank, 2019). 

It is crucial to acknowledge that formal sector figures do not account for tax evasion arising from 

overreporting deductible expenses, underreporting taxable income in corporate income tax 

calculations, profit transfers to other jurisdictions, and local taxes on goods and property (Ioniţă and 

Brezeanu, 2017). Tax evasion and fraud have a significant impact on state budgets and government 

spending in both developed and developing countries. The magnitude of this impact is influenced 

by factors such as economic development, tax rates, tax revenue composition, taxpayer perceptions, 

education, bureaucracy, and others (OECD, 2015; Taing and Chang, 2021). 

However, the early part of 2017 witnessed a decline in tax evasion due to reductions in the limits 

for calculating necessary social security contributions and the implementation of the compulsory 

micro-enterprise taxation system for businesses with sales below five million euros. Potential reforms 

that could further curb tax evasion include the introduction of progressive income tax rates, the 

elimination of evaluations related to VAT activities, and the mandatory disclosure of personal assets 

(Ioniţă and Brezeanu, 2017). 

2.3. Tax Evasion and Tax Rate 
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This research delves into an individual's decision to evade taxes as a choice under uncertainty, 

examining how the tax rate, taxpayer income, and enforcement parameters influence the level of tax 

evasion under various assumptions. The relationship between tax evasion and tax rates has been a 

subject of extensive investigation (Slemrod, 2019). Empirical studies, such as Paulus (2015) in the 

United Kingdom, demonstrate a positive correlation between tax evasion and both the marginal tax 

rate and after-tax income, utilizing cross-sectional data and a Tobit model. In the United States, Dean 

(2012) tackles this issue by analyzing a tax rate change for higher income levels in both 2015 and 2020, 

finding no statistically significant effect of income on tax evasion but a surprisingly significant 

negative impact of the marginal tax rate. 

Macro-level evidence regarding the tax rate-tax evasion relationship is complemented by micro-

founded research emphasizing a high tax burden as a primary driver of tax evasion (Chiarini et al., 

2013). For instance, findings from the Bank of Italy's Survey on Household Income and Wealth 

indicate that nearly half of respondents (46%) in 2004 attributed tax evasion to excessively high tax 

rates (Gokalp et al., 2017). However, an effective tax system must incentivize taxpayers, both 

individuals and corporations, to comply with the law; otherwise, taxes would not be voluntarily 

remitted in a competitive economy (Awasthi and Engelschalk, 2018). Empirical evidence underscores 

that tax evasion and fiscal corruption persist as significant global issues, with serious negative 

consequences. Tax evasion constitutes a substantial portion of the global shadow economy, even in 

advanced industrialized countries (Alm et al., 2016). 

2.4. Tax Evasion and Budget Deficit 

Tax evasion, the deliberate underpayment of taxes, can have a significant impact on government 

revenue and, consequently, the budget deficit. When taxpayers successfully evade taxes, the 

government receives less revenue than it should, leading to a wider gap between income and 

expenditure. This can hinder governments' ability to fund essential public services, such as 

healthcare, education, and infrastructure. 

Effective tax evasion occurs when taxpayers utilize legal means to reduce their tax liabilities, 

aligning with the intended purpose of applicable legislation. However, when tax evasion lowers taxes 

in a manner that contradicts the goal of reducing the budget deficit, it raises concerns about the 

legitimacy of such practices (Langenmayr, 2017). 

While claiming all applicable tax breaks within the bounds of the law is permissible, the long-

term impact of tax evasion on the budget deficit is likely to be detrimental (Alm, 2019). This is evident 

in Palestine, where a notably high rate of tax avoidance contributes significantly to a budget deficit 

equivalent to almost 30% of total government expenditures in 2018 (World Bank Group, 2019). 

In the UK, the size of the tax gap, particularly tax evasion, is estimated at an annual loss to the 

state treasury of £122 billion (Murphy, 2014). This substantial shortfall is nearly equivalent to the 

annual budget of the National Health Service (NHS) and could cover the entire UK education budget 

with over £20 billion left over. Addressing tax evasion should, therefore, be a top priority for 

policymakers. 

The tax gap, encompassing both tax avoided and evaded as well as uncollected tax that is known 

but remains unpaid or is paid late, represents the disparity between the amount of tax that should be 

paid and the amount actually collected in the United Kingdom. 

In their study, Bird and Davis-Nozemack (2018) emphasize the crucial need for tax reform and 

combatting tax evasion for any government seeking to effectively address the budget deficit. With 

increasing indebtedness reaching record levels, tackling the budget deficit becomes a major 

challenge. Governments, as noted by Cowx et al. (2022), are exploring various means to augment 

public revenues and reduce fiscal deficits, often exacerbated by high rates of tax evasion. These efforts 

aim to enhance citizens' standards of living through salary increases, improved living conditions, and 

the repayment of government obligations. 

After reviewing the previous studies and the theories related to the subject of this research, and 

based on the research question and its objectives, this study is based on the following hypotheses: 

H1: There is a negative relationship between tax evasion and public revenues in Jordan. 
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H2: There is a negative relationship between tax evasion and public expense in Jordan. 

H3: There is a negative relationship between the tax evasion and tax rate in Jordan. 

H4: There is a positive relationship between tax evasion and budget deficit in Jordan. 

3. Research Methodology 

The research methodology employed in this study adopts a quantitative research design to 

investigate the impact of business tax evasion on the reduction of budget revenues, specifically 

focusing on Jordan's overall budget. The utilization of quantitative methods is considered both 

appropriate and logical for scrutinizing relationships between variables and testing hypotheses. 

Quantitative research is designed to test theories or address specific research questions (Nardi, 2018), 

rendering it well-suited for studies on tax behavior in both developed and developing countries (Al-

Rahamneh & Bidin, 2022). The decision to employ a quantitative approach is particularly pertinent 

for intricate studies involving multiple factors. The use of predetermined instruments and closed-

ended questions facilitates the examination of variables, enabling the application of statistical 

processes to analyze the collected data (Creswell and Creswell, 2017).  

In the case study on Jordan's general budget, preliminary data is collected from the study sample 

using the questionnaire list method. This method encompasses the distribution of questionnaires 

either electronically or through personal interviews to elicit opinions and trends regarding the impact 

of corporate tax evasion on the decline in budget revenues. The research population for this study is 

defined as tax collectors from the Ministry of Finance in the Hashemite Kingdom of Jordan. 

To ensure a representative sample, a simple random sample approach is employed, with 264 

questionnaires distributed and 250 valid questionnaires obtained for analysis. This sample size, 

falling between 30 and 500 samples, is deemed sufficient for most studies (Saidan et al, 2017). The 

percentage of analyzable questionnaires out of the total distributed questionnaires is set at 94%. A 

convenience sampling method is employed, gathering information from members of the population 

who are readily available to provide it. In this case, 250 surveys are distributed, and the sample size 

of 250 is deemed appropriate for statistical analysis. 

The target population, comprised of tax collectors from the Ministry of Finance in the Hashemite 

Kingdom of Jordan, is crucial in comprehending the factors influencing sales tax evasion behavior. 

The questionnaire employs a five-point Likert scale for measurement, with 1 indicating strongly 

disagree and 5 indicating strongly agree. The questionnaire items are adapted from various sources 

to measure sales tax evasion, public revenues, public expenses, tax rate, and budget deficit. 

Specifically, eight items for sales tax evasion are adapted from Alqtish (2018) and Benk (2015), five 

items for public revenues from Ababneh & Rawabdeh (2018) and Adenya & Muturi (2017), four items 

for public expenses from Al-Hiyasat (2014), five items for tax rate from Alshirah et al. (2021), and five 

items for budget deficit from Al-Naimat (2013) and Mitrakos (2016).  

3.1. Demographic Characteristics of the Sample 

In terms of respondent profiles based on various demographic characteristics, the majority of 

participants were male, comprising 62.4% of the total, while females made up 37.6%. The distribution 

of ages among respondents showed that 1.1% were in the 21-30 age group, 29.0% fell within the 31-

40 age range, 53.8% were in the 41-50 age category, 16.1% belonged to the 51-60 age range, and a 

marginal 1.1% were below 60 years old. Regarding educational attainment, a significant portion of 

respondents held Bachelor's degrees, constituting 77.4%, followed by those with Master's degrees at 

19.4%, and individuals with PhDs at 3.2%. In terms of professional experience, respondents with 2-4 

years of experience constituted 9.7%, those with 5-7 years represented 25.8%, individuals with 8-10 

years accounted for 50.5%, and those with less than 10 years of experience comprised 14.0% of the 

total. This detailed breakdown provides a comprehensive insight into the composition of survey 

participants across gender, age, education level, and professional experience categories. 
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Consequently, the demographic profile of the respondents indicates that they possess sufficient 

knowledge and experience to actively engage in the survey, thereby contributing reliable data to this 

study. 

3.2. Data analysis and Results 

Assessment of the Measurement Model  

We employed causal-predictive structural equation modeling (SEM) using SmartPLS 4 software 

to evaluate and estimate the linear and interactive associations among the variables under 

investigation. This approach, commonly referred to as partial least squares structural equation 

modeling (PLS-SEM), differs from covariance-based SEM (CB-SEM) in its approach to latent scores. 

CB-SEM operates on the basis of factor score indeterminacy, as outlined by Rigdon et al. (2017), while 

PLS-SEM relies on fixed latent scores and focuses on optimizing the prediction of endogenous 

constructs rather than fitting the model, as explained by Hair et al. (2019). PLS-SEM exhibits flexibility 

in handling complex structural models, second-order models, and small sample sizes, and it does not 

strictly require data normality. 

The PLS-SEM approach embraces a prediction-oriented philosophy, ensuring that researchers 

can evaluate the predictive quality of the results, as advocated by Sarstedt et al. (2017). Figure 1 

depicts the outer loadings of the scale items, beta estimates in the inner model, and R2 within the 

blue circle. Additionally, Figure 1 illustrates the significance level of each scale item in the outer 

model and the significance level of the relationships between the variables in the inner model. 
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Figure 1. Items Loading. 

The outer model loadings presented in Figure 1 were mostly above the 0.7 threshold. Together 

with the Cronbach’s alpha (α) >.70, composite reliability (CR) >.70, and average variance extracted 

(AVE) >.50 values presented in Table 1. Furthermore, Table 2 show that Fornell–Larcker criterion 

were satisfied as the square of each variable’s AVE is greater than the inter-correlations. Thus, we 

concluded that the measurement model has achieved internally consistency, convergent and 

discriminant validity. 

Table 1. Reliability, validity, CR, AVE. 

Instruments    α      CR      AVE R2 

Public Expense 0.856 0.857 0.634 0.557 

Public Revenue 0.813 0.816 0.642 0.469 

Tax Evasion 0.924 0.924 0.595 - 

Tax Rate 0.857 0.865 0.637 0.608 

Budget Deficit 0.877 0.886 0.617 0.552 

Table 2. divergent validity based on the Fornell–Larcker approach. 

 Instruments 1 2 3 4 5 

1.Budget Deficit 0.786         

2.Public Expense 0.593 0.796       

3.Public Revenue 0.584 0.701 0.801     

4.Tax Evasion 0.743 0.746 0.685 0.780   

5.Tax Rate 0.672 0.766 0.624 0.771 0.798 

Note:  Square root of AVE in bold 

 

The preceding sections established models’ reliability and validity. The coefficient of estimation 

for the structural model are reported in Table 3. The observed direct impact of tax evasion on budget 

deficit is positive and significant (β =.743, ρ =.000), the direct effect of tax evasion on public expense 

is negative and significant (β = - .746, ρ =.000), also the direct effect of tax evasion on public revenue 

is negative and significant (β = -0.685, ρ =.000. Finlay, the direct effect of tax evasion on tax rate 

negative and significant (β = -.780, ρ =.000). We therefore accepted all hypotheses.  

Table 3. Direct effects. 

 Relationships β ρ Decision 

Tax Evasion -> Budget Deficit 0.743 0.000 

 

 Accepted 

Tax Evasion -> Public Expense - 0.746 0.000 

 

 Accepted 

Tax Evasion -> Public Revenue - 0.685 0.000  
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 Accepted 

Tax Evasion -> Tax Rate  - 0.780 0.000 

 

 Accepted 

Note: β, beta value; ρ, ρ-value 

 

4. Discussion  

Statistical analysis provides robust support for hypothesis H1, which posits a negative 

relationship between tax evasion and public revenues in Jordan. This finding aligns with the broader 

literature, as Rashid (2020) defines tax evasion as an illegal act that diminishes government revenues. 

Zucman (2014) emphasises that while curbing tax evasion can increase treasury revenues, it may not 

be a comprehensive solution for long-term economic challenges. Alkhatib's (2019) work in Palestine 

directly links tax evasion to a loss of government tax revenues. Bethencourt and Kunze (2019) further 

support the positive relationship between the declared tax rate and tax evasion. 

However, caution is warranted, as successful measures against tax evasion may not guarantee 

sustained revenue growth, and settlements from evaders may constitute "one-time" revenues 

(Zucman, 2014). The findings highlight the need for comprehensive strategies in Jordan, including 

ethical promotion, regulatory simplification, taxpayer education, and technological advancements, 

to achieve sustained fiscal health. 

Statistical analysis supports the acceptance of hypothesis H2, which suggests a negative 

relationship between tax evasion and public expense in Jordan. This finding aligns with existing 

literature, as Casaburi and Troiano's (2016) empirical study in Italian municipalities highlights that 

inefficiencies in public expenditure contribute to increased tax evasion. The relationship is further 

supported by the World Bank's (2019) findings, emphasizing that higher tax evasion occurs when 

public spending is lower. 

However, it is crucial to note that formal sector figures may not capture all forms of tax evasion, 

as emphasized by Ioniţă and Brezeanu (2017), who point out that tax evasion can result from various 

practices, including overreporting deductible expenses and underreporting taxable income. The 

decline in tax evasion observed in early 2017, attributed to policy changes, indicates the potential 

effectiveness of reforms in curbing evasion (Ioniţă and Brezeanu, 2017). Overall, the positive 

relationship between tax evasion and public expense underscores the importance of efficient public 

expenditure management in mitigating tax evasion in Jordan. 

Statistical analysis validates the acceptance of hypothesis H3, indicating a negative relationship 

between tax evasion and tax rates in Jordan. This finding resonates with existing literature that has 

extensively explored the connection between tax evasion and tax rates. Empirical studies, such as 

Paulus's (2015) investigation in the United Kingdom and Dean's (2012) analysis in the United States, 

reveal a positive correlation between tax evasion and both the marginal tax rate and after-tax income. 

The insights from these studies align with micro-founded research, emphasizing that a high tax 

burden, as highlighted by Chiarini et al. (2013), can drive tax evasion. Furthermore, the Bank of Italy's 

Survey on Household Income and Wealth underscores the perception among respondents that 

excessively high tax rates contribute to tax evasion (Gokalp et al., 2017). The need for an effective tax 

system that incentivizes compliance is emphasized by Awasthi and Engelschalk (2018). In the 

Jordanian context, this positive relationship underscores the importance of tax policy considerations 

in influencing individuals' decisions regarding tax evasion. 

The study validates Hypothesis H4, demonstrating a significant positive correlation between tax 

evasion and the budget deficit in Jordan. This discovery aligns with global trends, highlighting the 

adverse impact of intentional tax underpayment on government fiscal health. While legal 

frameworks may allow for effective tax evasion, its problematic nature arises when it contributes to 

heightened budget deficits, a phenomenon observed in regions like Palestine and the UK. The 
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research underscores the imperative for Jordanian policymakers to address tax evasion as a pivotal 

factor influencing the country's budget deficit. Prominent references supporting this viewpoint 

include the works of Langenmayr (2017), Alm (2019), World Bank Group (2019), Murphy (2014), and 

Bird and Davis-Nozemack (2018). These findings underscore the necessity for strategic fiscal 

measures in Jordan to navigate the challenges posed by increasing indebtedness. 

4.1. Practical and Theoretical Implications 

The empirical investigation into corporate tax evasion and its influence on Jordan's overall 

budget produces practical and theoretical consequences that transcend Jordan's boundaries, 

providing useful insights for policymakers and researchers globally. 

From a pragmatic standpoint, authorities in Jordan should contemplate implementing all-

encompassing approaches to address tax evasion, with a focus on promoting ethical behaviour, 

streamlining regulations, educating taxpayers, and embracing technology improvements. It is 

important to exercise caution when depending only on successful efforts to reduce tax evasion, as the 

money collected from evaders may only be a one-time source of revenue. Ensuring a varied range of 

income streams and enhancing the control of public spending are crucial elements for maintaining 

long-term fiscal well-being. Furthermore, the study emphasises the importance of thoughtful 

deliberation on tax policy, creating mechanisms that encourage adherence to tax regulations, and 

acknowledging the complex connections between tax rates, government expenditures, and income. 

The contribution to tax literature yields theoretical implications by giving empirical evidence 

that supports wider theoretical perspectives on tax evasion, while also supplying context-specific 

insights. The analysis confirms established theories that propose a direct correlation between tax 

evasion and other circumstances, so strengthening our comprehension of how these elements 

interplay within the specific context of Jordan. The research methodology and findings provide a 

foundation for future studies, prompting researchers to investigate more factors, improve 

measurement models, and carry out cross-country comparisons. Moreover, the study reveals a 

reciprocal relationship between theoretical discoveries and practical legislation, enhancing the field 

of tax behaviour research. 

In summary, these implications have broader relevance beyond Jordan's specific situation, 

offering useful insights for policymakers and researchers dealing with the problem of corporate tax 

evasion and its impact on worldwide budget revenues. The report emphasises the significance of 

implementing comprehensive solutions to address tax evasion, acknowledging the complex nature 

of the problem, and creating tax systems that encourage adherence to regulations. Moreover, it 

underscores the importance of adopting a comprehensive strategy for fiscal management that 

encompasses both the diversification of revenue sources and the enhancement of public expenditure 

efficiency. 

5. Conclusions 

This paper empirically investigates the intricate relationship between corporate tax evasion and 

the decline in budget revenues in Jordan, employing a robust quantitative research design. The 

research methodology involved distributing questionnaires to tax collectors within the Ministry of 

Finance, yielding 250 valid responses that constituted a representative sample. 

The results discussion delves into the implications of these findings, aligning them with existing 

literature and emphasizing the need for comprehensive approaches to tackle tax evasion in Jordan. 

The inverse correlations between tax evasion and public revenues, public expenses, and tax rates, 

coupled with the positive correlation between tax evasion and the budget deficit, underscore the 

complexity of the issue presented by tax evasion. Concerns were raised about the long-term 

sustainability of revenue growth, even with effective anti-tax evasion measures, and the necessity to 

address inefficiencies in managing public spending. 

The study's findings provide valuable insights for Jordanian policymakers, indicating the 

importance of not only reducing tax evasion but also implementing comprehensive reforms. These 

reforms should encompass ethical promotion, regulatory simplification, taxpayer education, and 
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technological advancements. This study enhances our understanding of the factors influencing 

budget revenues in the context of tax evasion and emphasizes the urgent need for sound fiscal 

policies to address the challenges arising from the increasing debt levels in Jordan. 

Tax evasion impedes the state's ability to mobilize resources and generate the necessary 

revenues for financing public expenditure. Consequently, this can diminish the quality of public 

services, hinder investment prospects in essential infrastructure and facilities, and impede 

government policies aimed at fostering economic growth and development. Due to insufficient 

resources and a budget shortfall, the government is compelled to increase the tax burden on 

individuals, including employees and wage earners, whose income taxes are deducted at the source. 

These individuals lack means to evade or reduce their tax obligations, hindering the establishment of 

an equitable tax system that allocates the responsibility of public expenditure fairly and 

proportionally based on individuals' ability to contribute. Therefore, without justice and considering 

the sentiments of various societal groups perceiving social injustice and discrimination, the tax 

becomes invalid and unjustifiable. 

The study's limitations revolve around the sample strategy and data gathering methodology. 

The data collected from the questionnaire survey is insufficient to provide a comprehensive 

explanation of tax evasion in Jordan's overall budget. Future researchers should consider alternative 

data collection methods, such as employing mixed methods. Subsequent research could expand the 

scope of tax evasion causes to incorporate unexplored features or variables yielding conflicting 

outcomes. Additionally, future research could introduce mediating variables to examine their 

potential impact on tax evasion. 
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