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Abstract 

Taxes are the economic values that are received by the governments voluntary and the tax authorities under the 
enforcement according to the rules specified by the law. As tax is the most important source of income of the 
state, the approaches that strengthen tax awareness and increase tax compliance have become important for the 
revenue administrations. Tax literacy can be defined as having the ability to know and understand the tax-related 
issues, to follow them, to follow the developments, and to carry out their personal budget in the best way by 
considering the tax debts to be paid.

This study highlighted the importance of factors that determine the tax compliance in tax literacy and examined 
arrangements and projects related to tax literacy in the OECD countries and the United States and projects and 
researches related to tax literacy in Turkey are presented. In the study, it was concluded that the level of tax 
literacy in our country was not very good and suggestions were made about the activities that could be carried 
out to increase tax literacy.

Keywords: Tax literacy, tax compliance, tax awareness, tax psychology.

JEL Code: H2, K34, D91, H26

1. Introduction 

Tax literacy is a new concept that founded on developed countries’ applications bases.Tax 
literacy can be defined as the individual’s understanding of tax laws related to tax liability, 
fulfilling her/his tax obligations and evaluating the possible tax risks independently in her/his 
financial environment (Cvrlj, 2015: 158). Therefore, there is a close relationship between tax 
literacy and tax compliance.

The factors affecting tax compliance are classified as moral, psychological, economic, demographic 
factors and factors related to tax management (Çetin Gerger, 2011: 9). There is a positive 
correlation between tax compliance and especially educational levels as a demographic factor. 
Tax awareness of taxpayers also develops with the increase in the level of education. Therefore, 
compliance behaviors of taxpayers increase (Otto et al., 1987: 304).
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Today, developed revenue administrations in the world have changed the taxation approach from 
“despite the taxpayer“ to “with the taxpayer” (Gerçek et al., 2015: 25).In this sense, revenue 
administrations have an important role in the development of tax literacy. In this study, the 
concept of tax literacy which is a basic sub-factor affecting tax compliance has been examined 
and the applications in developed countries and applications, as well as suggestions in our 
country, are discussed.

2. Factors Affecting Tax Compliance And Tax Literacy

2.1. Factors Affecting Tax Compliance

Taxpayers are generally not willing to pay taxes.For this reason, a field as the behavioral economy 
which affected psychological factors and examines tax compliance has been developed since 
1970.This approach based on taxpayer’s behavior and measures developed intrinsic motivation 
have adopted the principle of “trust is good, control is better”. In this case, all the actors in the 
system determine the tax climate (Alm et al., 2012: 134).

The following figure shows the actors determining tax compliance. The tax climate has occurred 
as a result of the interactions between taxpayers and other taxpayers, government, tax authorities 
and accountants. The development of tax literacy ensures that the tax climate between these 
actors is positively affected.

Table 1. Actors and Determinants in the Formation of Tax Climate

ACTORS DETERMINANTS
Government Governance and regulation, the image of taxpayers, tax law, the tax rate

Tax Authorities Images of government, tax accountants, taxpayers, audits, fines

Accountants Images of government and tax authorities, taxpayers and their goals

Other Taxpayers Taxpayers

Images of government and tax authorities, attitudes, tax 
morale, knowledge of tax law, norms (personal, social, societal), 
justice (distributive, procedural, retributive)

Source: Alm et al., 2012: 136.

Nowadays, increasing tax compliance has become one of the important tasks of revenue 
administrations (Gerçek et al., 2015: 162).Successful revenue administrations have a management 
process that includes managerial approaches to optimize tax compliance such as risk-based 
verification programs, simple laws and procedures, taxpayer training and assistance (Russel, 
2010: 2). In this respect, programs and sample practices that strengthen the communication 
between the taxpayer and the administration, including tax literacy, take place in all developed 
countries.
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2.2. Importance and The Scope of Tax Literacy

A person with a tax literate knows the basic concepts of taxation, has knowledge about the 
basic function of the tax system, follows the developments, knows the taxpayers’ rights, can 
monitor how the taxes are used, has a positive attitude towards taxation, has a tax morality, 
knows the place of the tax in the personal budget, can fulfill own obligations related to tax.In 
this sense, tax literacy is completed by a behavioral dimension after passed through cognitive 
and emotional dimensions (Yılar & Akdağ, 2017: 368).

Table 2. Cognitive Affective and Psychomotor Domains of Tax Literacy

LEVELS SCOPE

Cognitive Level

Being able to know the definition of a tax,

types of tax,

tax legislation,

tax rates,

important tax payment dates.

Affective Level

Being able to have tax perception,

belief in the necessity of tax payments,

positive tax attitude,

tax awareness,

tax ethics.

Psychomotor Level
Being able to fill the tax forms related to tax return

Being able to pay the tax debt by the relevant institutions or the internet

Source: Yılar & Akdağ, 2017: 366.

Niemirowsaki, Baldwin & Wearing (2003) research shows that there is a relationship between tax 
knowledge of taxpayers and tax compliance behaviors.In the survey of Eriksen & Fallan (1996), it 
was determined that obtaining additional tax information increased tax compliance and reduced 
tax evasion.As citizens’ knowledge of the tax increases, their confidence in government for its 
used correctly of taxes rises, while incomplete or misunderstanding results in distrust (Kirchler 
et al., 2008: 216).

Tax non-literate persons may unintentionally have a higher tax non-compliance (Chardon et 
al., 2016). The report “Building Tax Culture, Compliance and Citizenship”of OECD emphasized 
the transformation of state-citizen relations and the importance of cultural change in tax 
administration. Tax authorities once had a fear culture, but nowadays they recognize citizens 
not only as “liability holders” but also stakeholders (OECD, 2015: 17).Therefore, this change 
requires an understanding of tax perception and increasing tax awareness (Yaltı, 2018: 65). 
Today, most countries which are the member of OECD recognize the limitations of traditional 
tax compliance techniques based on enforcement and emphasize on training programs for 
taxpayers to develop tax compliance and tax morality.
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2.3. Regulations Regarding Tax Literacy in OECD Countries

The OECD is a leader in measuring global financial literacy, including comprehensive measurement 
tools for adults and young people.In 2016, the second international financial literacy assessment 
report was published covering 30 countries (OECD, 2017: 13).Tax literacy is a sub-field of financial 
literacy. In order to get a general impression on tax literacy, financial literacy data are included in 
the research for G20 countries below. The following graph illustrates the data for this research.

Graph 1. Financial Information, Behaviors, and Attitudes

Source: OECD, 2017: 8.

This report shows that on average only 52% of adults reached the level of demonstration 6 of 
the 9 discussed attitudes in G20 countries.Although national surveys have been conducted in 
countries for tax literacy, only a report on financial literacy has been published by the OECD.In 
a report published by the OECD in 2015, tax literacy practices were mentioned in developing 
countries but did not include a score of tax literacy (OECD, 2015).Level of financial literacy in 
Turkey (12.5) is located just below the average of the G20 countries (12.7).

2.4. Implementation of Tax Literacy Project in the USA 

The general purpose of the Tax Literacy Project carried out at Tulane University in the US is to inform 
public about taxation and to ensure that US citizens are informed about tax and tax policies and 
to enable citizens to make rational decisions as participants in future US tax policies.The project, 
which started in 2013, is still ongoing and supported by the IRS and the media.The project has 
three different concentration areas: 1. Why we are taxed (the purpose of taxes; the link between 
tax and expenditure);2. Fairness of taxation (how the tax burden will be distributed, including 
the tax base and the rate structure);and 3. Basic concepts of taxation.The project is intended for 
people on all educational levels and all ages between 12 and 80 (https://taxjazz.com/).
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3. Tax Literacy In Turkey

There are a small number of studies to measure directly tax literacy in Turkey. In survey Akpınar 
& Günay (2014), questions were asked about tax literacy and tax awareness for the taxpayers 
in Kahramanmaraş, and it was found that taxpayers know the %65 name of the taxes in the tax 
system and %42 in terms of the tax procedures and principles.Teyyare et al. (2018) questionnaires 
were applied to the students of Abant İzzet Baysal University, and tax literacy levels were found to 
be above the average level. However, tax knowledge of taxpayers in Turkey is accepted to be low.

In our country, there is no tax lesson at the primary, secondary and high school level, but some 
lessons contents include tax. The scope of some courses such as “Social Science” course, “Life 
Science” and “Human Rights” also includes tax liability (Turan & Akdağ, 2017: 370-375).

On the other hand, in order to provide tax-related information to children of third, fourth and 
fifth-class, in 2007 “VerGİBilir – Training Programme for Developing Tax Awareness in Children” 
project protocol was signed between the Revenue Administration and the Ministry of National 
Education.Teachers who took part in the project were given micro tax teaching practice courses 
in 2009 and the project was completed in 2012.In this context, various books and brochures 
were prepared and especially the website was established together with the games (GİB, 2008-
2014 Annual Reports).

4. Suggestions For Turkey To Improve Tax Literacy 

The development of academic literature is required in Turkey to increase tax literacy.However, if 
these studies are carried out at an empirical level, it will be useful.There should be practices from 
Revenue Administration which have a widespread effect and which can contribute to voluntary 
compliance. In the lesson of elementary education should include tax concepts in social studies.

While it is important to increase the tax literacy from primary education, it is necessary for 
families to inform the children at all stages in order to make positive opinion in tax matters 
and to spread this to the society. This situation, which is necessary for the development of 
conceptual infrastructure, should be given to the people between the ages of 12 and 80 as in 
the USA appropriate with the philosophy of lifelong learning.

Tax literacy training can be realized at a low cost with the contributions of law and finance 
students. These applications can also be considered an intern training. It can be an application 
that will improve the awareness of citizenship as well as increase tax literacy. Compliance levels 
of taxpayers can be determined by questionnaires before and after these training and a strategy 
can be developed by the Revenue Administration. In addition, tax literacy training within the 
scope of digital literacy can be developed in accordance with Industry 4.0.

In order to increase tax literacy, long-term activities will be designed and tax compliance will 
be increased, thus this will reduce the need to allocate resources to prevent tax evasion and 
informality. For this reason, it is useful to implement the following recommendations for the 
development of tax literacy:

- Academic studies should be increased in order to reveal the importance of tax literacy.
- Tax training should be implemented in many areas, not just children, but by selecting specific 
target groups.
- Taxpayers should be informed about tax guides and brochures and their usage should be 
increased.
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5. Conclusion

Today, global realities are changing rapidly, nation-states’ protection of tax revenues is only 
possible by optimizing tax compliance. The main actor in tax compliance is taxpayers. Education 
is the most important element that can ensure the compliance of the taxpayer. Many activities 
to learn many concepts include citizenship awareness, tax awareness, perception of revenue 
administration, tax perception, tax morality, tax knowledge should be organized at the academic 
and administrative level to increase and improve tax literacy. In developed countries, academic 
activities related to tax literacy are higher. Because studies show a positive correlation between 
tax literacy and tax compliance.

Tax literacy-related activities in Turkey is seen as a more in theadministrative level. For this 
reason, increasing the academic studies to create tax awareness and increase tax literacy 
and their implementation in cooperation with administrative works will positively affect tax 
compliance in our country.
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