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Abstract 

Using experimental evidence, we show that gender is the most significant 
sociodemographic variable that explains tax compliance in personal income 
tax in Mexico. The results highlight the necessity to take into account 
gender when designing tax policy recommendations, especially those 
affecting wage earning women. This evidence also suggest that —if women 
are more compliant than men— fiscal authorities might increase the return 
of the enforcement spending if they audit more men than women. This 
policy eliminates the necessity of improving tax supervision or increase the 
amount of deterrence spending in the short run. 
 
Keywords: gender, enforcement spending, tax compliance, experiments, 
Mexico. 
 
JEL classification: H26, C91. 

Resumen 

A partir de evidencia experimental, se muestra que el género es la variable 
sociodemográfica más importante que explica el cumplimiento tributario en 
el impuesto sobre la renta en México. Los resultados destacan la necesidad 
de incluir una perspectiva de género en el diseño de recomendaciones de 
política fiscal, especialmente en aquellas que afectan a las mujeres 
asalariadas. Esta evidencia también sugiere que, si las mujeres son mejores 
contribuyentes que los hombres, la autoridad fiscal podría aumentar la 
rentabilidad del gasto empleado para la fiscalización si el programa de 
auditorías incluyera a más hombres que a mujeres. Esta política elimina la 
necesidad de mejorar la supervisión de las auditorías o aumentar el gasto 
de disuasión en el corto plazo. 
 
Palabras clave: género, cumplimiento en el pago de impuestos, 
experimentos, México. 
 
Clasificación JEL: H26, C91. 
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I. Introduction 

Researchers have used the analysis of government expenditures as an 
important tool for addressing gender inequalities. Yet, only recently has a 
gender perspective been incorporated in the study of public revenues 
(Kathleen Barnett and Caren Grown, 2004). It is now recognized that, in order 
to fully understand the impact on gender of fiscal policy, one also needs to 
analyze the incidence of taxation. Thus, the relation between the tax burden 
and social benefits depends on the gender distribution of taxes paid and 
services received, but also on gender tax compliance. If, for example, there is 
a neutral tax policy but there is evidence that women comply more and 
receive a smaller salary than men working in the same activities, then efforts 
to integrate a gender perspective into the study of public finance become 
more important in order to fully achieve gender equality.  

Gender revenue analysis seeks to identify the impact on women of tax 
alternatives. In developed countries, attention to tax impacts by gender has 
begun only recently. However, each country determines how it defines equity, 
and each country faces difficult tax policy decisions when seeking to reduce 
tax evasion and support public goods and services. Moreover, because the 
allocation of women’s time between paid and unpaid work differs significantly 
from developed to developing countries, more research is required to 
understand the gender impact of fiscal policy in developing economies to 
reduce gender inequality. 

Given the difficulties to do empirical work on tax compliance, laboratory 
experiments offer a good starting point to investigate the economic 
determinants and gender differences in this subject. This is particular 
important for developing economies, where there is little empirical evidence 
on which to base policy design and where attention to tax impacts by gender 
is incipient. 

This paper presents the economic and the gender determinants of 
personal income tax compliance in Mexico based on experimental data, 
thereby supplementing scarce empirical research on this problem. The 
evidence shows that higher audit rates increase compliance, and that women 
are more compliant than men when complying with their income tax. These 
results highlight the necessity to take into account a gender perspective when 
designing tax policy recommendations, but also make one to think differently 
about deterrence theory in the case of Mexico. Instead of increase the rate of 
audits to encourage compliance, it might be more profitable to audit more 
men than women since they comply less. This policy allows maintaining 
constant the amount of resources devoted to enforce tax compliance constant 
increasing the return of the enforcement spending on tax compliance. This is 
particularly relevant in the case of developing countries, where the 
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opportunity cost of their resources to increase compliance is greater than in 
any industrialized country. To the extent that these results are compared with 
other national experiences, this information will help one to better 
understand the problems of tax compliance. The existence of factors other 
than detection and punishment in the taxpayer’s decision in the Mexican case 
will allow researchers to design public policies that incorporate these factors 
into their analysis. 

II. Theoretical framework 

Tax compliance 
In many developing countries, the low level of tax revenue has limited the 
capacity of governments to redistribute income, provide public goods and 
generate economic growth. The main cause for the fragile tax collection is 
the high level of tax evasion. According to the Organization for Economic 
Cooperation and Development (OECD), in 1999 the average tax revenue in 
developing countries was 18% of GDP, barely half of the tax revenue in the 
industrialized countries during the same year.1 Estimates for various countries 
indicate that evasion is an extensive phenomenon (Phillip Sawicki, 1983: 159-
172). 

All the illegal and intentional actions that individuals take to reduce their 
legal and due tax obligations constitute tax evasion, such as underreporting 
income, sales or wealth; overstating deductions, exemptions or credits; or, 
simply, failing to file their tax returns. Evasion requires that governments 
spend resources to deter noncompliance, to detect its magnitude and to 
penalize its practitioners. Researchers have attempted to isolate in their 
models the nuances of motivations and intentions that people have when they 
fill out their tax forms and pay their taxes. 

In the economic model of Michael G. Allingham and Agnar Sandmo (1972), 
tax evasion is the willful act of noncompliance with the tax law in order to 
reduce tax liability. According to this model, taxpayers must choose how 
much income x to declare to tax authorities so that she maximizes her 
expected utility. Shlomo Yitzhaki (1974) modified the Allingham-Sandmo 
model by imposing a penalty on tax understatement, as opposed to 
unreported income. 

The utility for the taxpayer depends on his final level of income and on 
the income concealed from the tax authority. The true after tax income v 
equals to y(1-t) where t is a uniform tax rate. The probability of being audited 
is p and the individual must pay a constant penalty s if he evades taxes and is 
audited. The individual must choose how much income x to declare to the tax 
authorities. If the individual is risk neutral, his level of utility is given by: 

                                                 
1 The average tax revenue in the industrialized countries for 1999 was 37.3% of GDP. OECD, 2001, 77. 
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If the individual chooses to undeclared and is not audited, her level of utility 
will be Iu. 

 
 
Otherwise, when the individual decides to declare, her utility will be ID, or:  
 

 

Assuming that taxpayers maximize their expected utility, the first order 
condition is: 
 

 
 
Thus equation (4) determines the optimal level of reported income, given p 
and s. The level of reported income will be zero whenever 

 

Otherwise, nobody will evade. In other words, this economic model assumes 
that the level of compliance is determined by the probability of detection and 
the penalties for fraud. Consequently, the model predicts that if detection is 
likely and penalties are severe people will pay their taxes.2 Michael G. 
Allingham and Agnar Sandmo recognize that, “to asses the efficiency of these 
tools [fines and audits] one would need empirical estimates of the effects 
discussed in this paper” (1972: 338). Up to now there are no unambiguous 
conclusions for many of the factors that determine the taxpayer’s decision 
making process regarding compliance. James Andreoni, Brian Erard and 
                                                 
2 A risk neutral individual is indifferent to reporting any level of income. Optimal individual decisions for any linear 
objective function will exhibit all-or-none behavior, in which the individual will either report all or zero income. In 
other words, a risk neutral individual tends to exhibit all-or-none behavior, and evasion will increase with a 
reduction in the tax rate. 
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Jonathan Feinstein (1998) have called for more work exploring the diverse 
influences on compliance behavior. 

The most common way to fight evasion is with audits and fines. Dubin, et 
al. (1990) estimated the impact on the federal income tax revenue in the U. 
S. when there is an increase in the rate of audits. They concluded that an 
increase in the probability of an audit, substantially increases the marginal 
return of tax collection, thus increasing considerably tax revenues. Therefore, 
according to Dubin, et al. (1990), the reason for having high levels of tax 
evasion is due to weak monitoring —meaning that the rate of audits is low 
because there is a lack of equipment and personnel in the tax agencies. 
Consequently, if the government increases the enforcement spending, then 
tax revenues will increase.3 However, increasing the number of audits is not 
always the best choice. Sometimes it might be better to increase the severity 
of the sanctions, since it accounts for minor costs. Therefore, only when we 
know the yield of the enforcement spending in terms of tax revenues we can 
decide to what extent it will be profitable to raise the amount of resources 
devoted to enforce tax compliance. This is particularly relevant in the case of 
developing countries, where the opportunity cost of their resources is greater 
than in any industrialized country. 
 
Gender and taxes  
The importance of the study of gender and taxes is that it can shed light on 
gender specific attitudes towards a particular law, which can help to discover 
a bias in the tax law, independent of the political outcome (R. Michael 
Álvarez and Edward J. McCaffery, 1999). This is particularly important in 
developing countries, such as Mexico, where the minority of women 
participate in the formal labor market and a high percentage of the 
government expenditure is allocated on a gender neutral basis. 

The analysis of gender bias in taxation is a fairly new discussion. As a 
starting point, Kathleen Barnett and Caren Grown (2004) develop a 
hypothetical gender tax typology. They include gender and other 
socioeconomic variables, not included in economic models —such as economic 
activity and the country’s level of development (see Table 1). 
 

                                                 
3 There are other factors, besides enforcement forces, that can also explain low levels of tax compliance: i) lack of 
honesty ii) the perception that the tax system is unfair iii) the idea that the number of individuals in the economy 
who pay their taxes is low iv) the government wastes taxpayers money v) the regulatory framework is complex and 
is not very transparent. However, in this paper we only discuss the effect of the enforcement spending on the levels 
of tax revenues in the economy. For a complete revision of the literature see Andreoni et al. (1998). 
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TABLE 1. HYPOTHETICAL GENDER-TAX TYPOLOGY 
 

LEVEL OF 

DEVELOPMENT 
PRINCIPAL WOMEN’S ECONOMIC 

ACTIVITIES 
PRINCIPAL TAXES AFFECTING 

WOMEN 

Very Low 

Agriculture 
Market selling 
Small trade 
Home-based production 
Unpaid domestic work 

VAT 
Selective sales taxes 
Property taxes 
User fees 

Medium Low 

Agriculture 
Market selling 
Small trade 
Home-based production 
Unpaid domestic work 

VAT 
Selective sales taxes 
PIT & corporate taxes 
Property taxes 
User fees 

Medium High 

Small trade 
Small services 
Public sector 
Factory work 
Unpaid domestic work 

VAT 
Selective sales taxes 
PIT & corporate taxes 
Property taxes 
User fees 

High 
Full economic integration 
 

VAT/Sales 
Selective sales taxes 
PIT & Corporate taxes 
Wealth & Inheritance taxes 
Property taxes 
User fees 

Source: Barnett and Grown, 2004: 29. 
 
Also, R. Michael Álvarez and Edward J. McCaffery (2000) point out that 

there are gender-based differences in attitudes towards specific aspects of 
taxation in developed economies. Moreover, Annika Suden and Brian Surette 
(1998) find significant gender differences in individual retirement savings. 
Thus, the literature and the data suggest that tax authorities should examine 
the incidence of taxation from the point of view of individual women and 
men, recognizing that they have different propensities for consumption, 
savings and tax compliance. Women tend to spend a higher proportion of their 
income on food, education and healthcare (Basu, 2006). Consequently, any 
policy that changes the relative prices of these goods by increasing the tax 
rate will affect women’s consumption decisions more than men’s. 
 
Gender and tax compliance 
Prior tax research provides support for gender differences in tax compliance. 
Jonathan C. Baldry (1987) in an experimental setting found women to be more 
compliant than men. Lars Fallan (1999) reports gender differences in tax 
attitude changes influenced by better tax knowledge. Fallan (1999) concludes 
that gender has a predictive power in explaining attitude changes in tax 



Laura Sour 

 C I D E   6  

ethics, but no changes in the perception of tax fairness. Even though this 
research supports gender differences in tax compliance, it leaves open the 
question as to what drives these differences in tax compliance.  

Taxpayers’ decision is based upon beliefs about the probability of 
detection and penalties. Consequently gender differences on risk aversion 
might be an important factor to explain gender tax compliance empirically. In 
most field studies, women are found to be more averse to risk than men, 
however the findings from laboratory experiments are somewhat less 
conclusive. Even though there is plenty evidence, it is mixed in nature and 
inconclusive. Consequently the results does not offer consistent evidence to 
support that the gender differences in tax compliance can be explain based 
on risk aversion differences (Catherine C. Eckel and Philip J. Grossman, 2005). 

Various demographic characteristics are also related to tax compliance 
behavior. Jonathan C. Baldry also reports that age is positively associated 
with compliance (see also Benno Torgler and Friedrich Schneider, 2006). 
However, Nehemiah Friedland, et al., 1978 finds evidence that supports the 
opposite relation between age and compliance. The absence of conclusive 
evidence about gender differences in tax compliance makes laboratory 
methods a good starting point to investigate tax paying behavior among 
women and men, and to determinate whether —and to what extent— gender 
differences affect tax compliance in Mexico.4 

III. Tax structure in Mexico 

In Mexico public policies designed to achieve gender equity are commonly 
directed through program whose beneficiaries are vulnerable groups such as 
indigenous women, single mothers, and unemployed women. In spite of the 
obvious importance of the programs focused on these social groups, there are 
others whose vulnerability is more difficult to recognize. This is the case of 
wage-earning women.  

Among the independent variables, gender is the main factor to explain the 
different labor supply patterns between men and women. For example, the 
gender gap between married men and women is very large: 93% of married 
men are employed but only 21% of married women are employed. Another 
important gap is the one related to earnings. Female-owned small businesses 

                                                 
4 Only the American case has been extensively analyzed in this respect. The most reliable empirical evidence about 
tax compliance in the US is the Taxpayer Compliance Measure Program (TCMP) of the Internal Revenue Service 
(IRS). The TCMP intensively audits individual tax returns on a stratified random national sample. Even though the 
TCMP fails to detect certain income sources that are exempt from reporting requirements —such as self-employed 
people and those whose main income is cash— it is recognized as the best “hard” data available for the developed 
economies. For some international studies see J. Graetz and L.L. Wilde, 1985; James Alm, Roy Bahl and Matthew N. 
Murray,1990 on Jamaica; Dick J. Hessing et al.,1992 on the Netherlands; and Ana De Juan, Miguel A. Lasheras and 
Rafaela Mayo, 1994 on Spain. 
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in rural and urban areas represent 26 to 44% of all firms in Mexico while 
women earn 36 to 50% of the earnings their male counterparts receive.  

Female labor force participation is estimated to be about half that of male 
participation: 37% of women are either employed or looking for work, 
compared to 79% of men. This is a situation that has been during the past 25 
years, even though human capital levels of the employed are about equal for 
men and women. 

In the Mexican case, two considerations make wage-earning women an 
important group of attention for policy decision makers. On the one hand, the 
structure of the income tax is highly disproportionate according to salary 
(Fausto Hernández, Andrés Zamudio and Juan Pablo Guerrero, 2000). On the 
other, recent World Bank studies indicate that women still perceive a smaller 
salary than men working in similar, or even the same activities. Thus, after 
surpassing the socio-cultural and economic barriers to enter the formal labor 
market, wage-earning women gain less and pay the same tax rate in relation 
to men.  

Policymakers should consider address gender equity issues in Mexico in 
terms of the tax obligations of the women working in the formal economy. In 
the current Mexican tax system individuals employed in the public or private 
sector are subject to tax on personal income, but there is no difference based 
on gender for the fiscal treatment of join income, nor a penalty for secondary 
earners within the same household, for instance. 

IV. Experimental economics 

The lack of “hard” empirical data on compliance has forced researchers to 
generate their own data via surveys of taxpayers or experimental simulation 
of income tax assessment. In the surveys, the taxpayers are asked to report 
their own compliance activities, or other activities from which compliance 
can be inferred. However, this data is very difficult to interpret, since both 
complete honesty and perfect recall are required if an answer is to reflect the 
activities that are of interest. An alternative method of data generation 
requires the design of an experiment which replicates the income tax 
assessment, and in which individuals have the same type of incentive to 
declare their taxes as if they were in the real process. These experiments 
generally consist of a game that requires participants to make their 
declarations, pay taxes, experience audits and pay penalties for detected 
noncompliance in sequences of multiple periods. 

The experimental method is very attractive to empirically test theoretical 
predictions. The design of the experiment can be such that it generates data 
of special relevance to the analysis and excludes irrelevant variables. The 
experiment can be designed in such a way that it unambiguously determines 
which variables are endogenous and which are exogenous. The experiment 
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can also be such that it avoids problems of multicollinearity in the 
independent variables. 

The experimental approach has some obvious criticisms: the magnitude of 
gains and losses facing subjects can be different from those associated with 
the actual compliance decisions. Also, participants may act differently in the 
experiment than they would in the real economic activity of compliance. 
However, it cannot either be automatically presumed that participants act 
differently in the experiment from the way they would act in the real decision 
of tax compliance, which some individuals may treat, in fact, as a game. A 
reasonable view is that if experimental results can be shown to be consistent 
with the results derived using “hard” data, the former can claim to be a 
reasonable representation of the actual process. 

V. Neutral terms in the experimental design 

An important feature of the experimental design is that the instructions use 
“neutral” terminology. That is, all references to taxes, audits, declared 
income, and the like are replaced with such neutral words as payments, 
checks, reported income and so on. It is a basic tenet of the experimental 
paradigm that neutral terms be given in instructions in order context effects 
or framing effects that may bias subjects’ choices predictably.5 Previous 
research in this area has inadequately induced subject preference because 
the instructions given to the subjects have placed the experiment in the 
context of tax evasion. That is, the terminology used in previous works may 
have provided an undesirable context to the experiments, and so the decision 
of the subjects may have reflected the values that they associate with such 
terms as “tax compliance” or “tax evasion”, rather than with the rewards or 
penalties that they face in the experiment per se.6 

When designing the experiment, one has to be careful in given subjects 
complete information about the situation that they will face in the 
laboratory. In this way, subjects make decisions only on the basis of the 
institution in the laboratory such as payments, rewards and instructions.7 In 
this case, sheets of cardboard were placed around each of the computer 
terminals to prevent the subject from viewing a terminal other than their own 
and to enhance each subject’s sense of privacy. 

                                                 
5 See Charles R. Plott (1987) and L. Vernon Smith (1982) for further discussion on experimental design. 
6 For instance see Bosco, Luigi and Luigi Mittone (1997) and Nehemiah Friedland, Shlomo Maital and Aryen 
Rutenberg (1978). 
7 L. Vernon Smith (1982) identifies four sufficient conditions for creating a microeconomic system in the laboratory: 
i) nonsatiation —subjects always prefer more to less, ii) saliency –subject’s decisions have prominent effects on 
rewards, iii) dominance —the reward structure dominates any subjective cost associated with the participation in 
the activities of the experiment, and iv) privacy —each subject in an experiment is given information only about his 
own payoff alternatives. 
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VI. Experimental design 

Experimental economics involve the creation of a microeconomic system in 
the laboratory. The essence of such a system is to control the alternatives 
that individuals can chose in order to capture the nuances of voluntary income 
reporting. In this case, the main objective of the experiment is to test 
whether a high probability of an audit and penalties make people pay their 
taxes, and to determine if gender differences exist in compliance behavior in 
a controlled environment under a very simple tax system. 

Individuals in a controlled laboratory environment are given income, 
randomly selected by the computer, and must decide how much income to 
report. Taxes are paid at some rate in voluntary reported income, and they 
are unpaid on underreported. They know that there is a fixed probability of 
audit, and if they are detecting cheating, they will pay a penalty on unpaid 
taxes. For instance, a penalty rate of 2 implies that subjects will pay back 
taxes plus a penalty equal to back taxes if caught cheating. At the completion 
of each round the subjects are individually shown their new balances. This 
process will be repeated for a fixed number of rounds but individuals will not 
know the total number of rounds, in order to avoid end-of-treatment effects. 
However, each session was repeated 30 times. The purpose of each round is 
to represent a fiscal year. 

The experiment was conducted in a computer laboratory, where the 
computer performed all calculations. The experiment is made up of nine 
sessions, each consisting of three parts. After the first ten rounds (Part I), 
individuals face another level of parameter for another ten rounds. Then, 
compliance is compared in the presence and in the absence of that specific 
change. Sessions one to three test the effect of three different levels of 
probability of audit: 5, 30 and 50%. Sessions four to six change the fine rate 
on underreported taxes from level two to four and, finally, to level six, but 
leave the probability of audit and the tax rate constant. The last three 
sessions capture the response of the compliance rate to changes in the tax 
rate (10, 30 and 40%). Individuals are organized in groups of eight, and each 
individual is assigned an identification number. 

Before each session starts, the computer gives an income varying from 25 
to 200 tokens to every individual. The individuals read their own copy of the 
instructions, and are permitted to keep the instructions during the 
experiment for reference.8 Table 2 presents the experimental design. 

Some of the parameter values in the experiment design are chosen to 
approximate the values actually faced by individuals in Mexico. For instance, 
a tax rate of 30% in the experiment is comparable to the one faced by 
taxpayers in the top marginal tax bracket. However, recall that one of the 

                                                 
8 The instructions were originally written in Spanish. They are available upon request. 



Laura Sour 

 C I D E   1 0  

main objectives of the present work is to test theoretical predictions and to 
observe unpredicted regularities under a controlled environment. In this 
manner, predictions are interpreted in relation to the theory. Consequently, 
the main importance of the parameter values in the experiment is the series 
of predictions they generate in terms of observed behavior. 

 
TABLE 2. EXPERIMENTAL DESIGN 

 

SESSION AUDIT RATE FINE RATE TAX RATE 

1 5%,30%,50% 2 30% 
2 30%,50%,5% 2 30% 
3 50%,5%,30% 2 30% 
4 30% 2, 4, 6 30% 
5 30% 4, 6, 2 30% 
6 30% 6, 2, 4 30% 
7 30% 2 10%,30%,40% 
8 30% 2 30%,40%,10% 
9 30% 2 40%,10%,30% 

 
The 72 participants in the experiment were recruited in class on voluntary 

basis. They were undergraduate students at the Centro de Investigación y 
Docencia Económicas (CIDE) in Mexico City; 47% were women and 53% were 
men. Although 59% had working experience, only 1% was working at the time. 
They were told that each would be paid according to his or her performance.9 
The exchange rate was 50 tokens per Mexican peso. 

The use of students is nearly universal in experimental economics. 
Availability and cost play a role in this practice. More important, properly 
designed experiments evaluate individual decision making, and there is no 
reason to doubt that students have accesses the same cognitive processes as 
non-students. Those studies comparing student and non-student responses 
have generally found no significant differences (Charles R. Plott, 1987). Also, 
the main interest of this work is to test the theory which only assumes that 
agents are motivated to bid so as to maximize expected utility, any sample of 
agents not likely to be saturated in money, such as college students, is 
sufficient to conduct the experiment (L. Vernon Smith, 1982: 937). 

 

 

                                                 
9 Individual earnings ranged from seven to eleven dollars depending on the individual’s performance in the 
experiment. 



Gender Equi ty,  Enforcement  Spending and Tax Compl iance in Mexico 

D I V I S I Ó N  D E  A D M I N I S T R A C I Ó N  P Ú B L I C A   1 1  

VII. Results 

The analysis of the experimental results is based on the income declared for 
each treatment. Consequently, this variable is censored at zero. To 
accommodate the structure of the dependent variable, we used a Tobit model 
to estimate the coefficients of the independent variables. 

The economic model indicates that higher probability of audit and 
penalties make people pay their taxes. Thus, the percentage changes of the 
declared income with respect to a percentage change of the audit rate or the 
fine rate should tell us why people pay taxes. Furthermore, since gender was 
included as an explanatory variable, the experiment also showed the 
influence of gender differences in tax compliance. Age, another 
sociodemographic variable was included, and also shed light on who complies 
more. The results indicate that gender and age are important and significant 
to explain tax compliance in Mexico (see Table 3). 
 

TABLE 3. TOBIT ESTIMATES 
DEPENDENT VARIABLE DECLARED INCOME 

 

 Coefficient Elasticity 

7.296 -- constant 
(3.41)  
0.548 1.1172 income 
(0.02)  
6.389 0.373 audit rate 
(1.08)  
0.156 -0.0082 fine rate 
(0.09)  
-5.016 -0.2872 tax rate  
(1.55)  
-.437 -1.704 age 
(0.10)  
0.418 -- gender 
(0.24)  

N 2160  
log-likelihood -5901.49  
LR 593.66  

*The dependent variable is the declared income. Each elasticity is calculated 
at the mean values of the variables. Standard error values are in parentheses. 

 
First, the estimation results show that an increase in the audit rate 

increases tax revenues. This result confirms the predictions of the Allingham-
Sandmo model, and is consistent also with the empirical work of Jeffrey 
Dublin, Michael J. Graetz and Louis L. Wilde (1990). 
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Second, although the low administrative costs of increasing penalty rates 
make this policy very popular among the majority of tax authorities, the 
estimation results show that this coefficient is close to zero and non-
significant. This fact is consistent with most reviews in the literature that 
conclude that there is little evidence that fine severity reduces the non-
compliance behavior (Anthony Doob and Cheryl M. Webster, 2003).10 

Third, the experimental results also show that the compliance rate 
decreases when the tax rate increases. This result refutes the theoretical 
results of the Shlomo Yitzhaki (1974) model, but is consistent with various 
empirical studies that support the idea that tax savings from noncompliance 
are a function of the tax rate.11 Consequently, the incentives for 
noncompliance increase as the tax rate increases. 

But the most important result of the experiment is that age and gender 
are important and significant determinants of compliance in Mexico. On the 
one hand, even though there is no much variation in age among students who 
participate in the experiement, age can negatively change compliance, and 
its effect is larger than the positive effect of an audit in the case of Mexico.12, 
This result reinforces the findings of Nehemiah Friedland et al., 1978, but 
goes against Jonathan C. Baldry, 1987. This is important, particularly in 
Mexico, where young people are the majority among taxpayers. On the other, 
gender is the most significant sociodemographic variable, even more than the 
economic variable of audit rate. Consistent with almost all works that relate 
gender to offending, women also cheat less in Mexico. This result supports the 
findings of Michael J. Hindelang, 1971 and Jonathan C. Baldry, 1987, and 
highlights the importance of obtaining sex-disaggregated data in order to 
make gender revenue analysis, since —for instance— US data suggests that the 
effect of gender is uncertain. Since US evidence is specific to conditions of 
high-income countries, in this case it does not provide helpful information 
about gender bias in lower income countries (see Table 1). 
Finally, authorities in Mexico need to analyze in depth the efficiency of the 
administrative spending, before recommend an increase in the enforcement 
spending to increase tax revenues. It seem that the Mexican Tax 
Administration System (SAT) can increase the return of the enforcement 
spending if the audit program in biased towards men. This change in policy 
might increase the administrative efficiency, without the necessity of 
improving tax supervision or increase the amount of deterrence spending. 
                                                 
10 The evidence indicates that higher audit rates —but not higher penalties— increase compliance. Tax authorities 
should take into account the administrative costs of increasing the probability of audit when designing enforcement 
policy. For instance, the results suggest that the enforcement agency can increase compliance by changing its 
enforcement strategy, but there are limits to strategies based only on greater enforcement. In particular, if the 
impact appears to be nonlinear, the deterrent effect of a higher audit rate eventually diminishes (James Alm et al., 
1992). Consequently, policymakers should interpret the experimental results with caution. 
11 C. T. Clotfelter, 1983; Joel Slemrod, 1985; S. E. Crane and F. Nourzad, 1986; Jonathan C. Baldry, 1987; J. M. 
Poterba, 1987; and Nehemiah Friedland, Shlomo Maital and Aryen Rutenberg, 1978. 
12 The coefficient is significant at the 10% level. 
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Conclusions 

The main lesson from this work is that the tax systems are not gender neutral. 
Since the main technical difficulty to do tax compliance analysis from a 
gender perspective is that governments do not collect gender-disaggregated 
data, laboratory experiments seem to be a good starting point for the study of 
taxpayer reporting decisions. Experiments allow analyzing the impact of 
factors not amenable to theoretical work. They also generate data under 
different settings in which there is control over extraneous influences. 
Therefore, experimental studies can contribute to expand enormously our 
understanding of the fiscal and the gender factors that affect public finance 
recommendations. 

To better understand gender differences in tax compliance in Mexico 
further research is needed to analyze the gender structure of the labor 
market. The structure of the fiscal system influences directly in the labor 
participation decision of women and in the remunerated labor hours. In order 
to understand gender differences in tax compliance it might be useful to 
further investigate the distribution of women working in the different 
economic sector (public and private), the division of work and power in the 
family and its impact on labor participation and career decisions. If women 
are more compliant and there are gender differences in the impact of taxes 
on labor supply, then a differentiated fiscal policy between men and women 
can equalize gender differences in the country.  

The evidence presented here shows that the impact of taxes on income 
distribution and gender equity requires more study in a wide range of 
variables in order to bring empirical evidence to inform policy decision 
makers. Fiscal policy must be redesigned based on behavioral responses 
according to gender, to taxation, as well as on asset structure inequalities.  

The experimental data regarding higher tax rates shows that the 
incentives for evasion increase with the tax rates. However, since there is 
also evidence about gender differences in expenditure across a wide range of 
cultures (Lawrence Haddad, J. Hoddinott and H. Alderman, 1997), gender 
differences in household decision-making regarding consumption and savings 
are also an important variable to fully understand the impact of taxation . 
Consequently, the study of gender dimensions of taxation in the future should 
include the primary economic activities of women, the principal types of 
taxes that affect women engaged in these activities, and the country level of 
income.  

The literature and the data show significant gender differences in 
individual retirement savings and in attitudes towards specific aspects of 
taxation in developed economies. Therefore, policy makers should examine 
the incidence of taxation from the point of view of individual women and 
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men, recognizing that they have different propensities for consumption and 
saving. 

The results of this study suggest that younger women are more compliant. 
Both, sociologists and psychologists should provide a richer explanation for 
these phenomenons. Until then, further experiments are needed to examine 
whether different or similar models explain gender and age differences in 
compliance behavior in developing countries. 

These factors are only some of the elements in the compliance decision. 
Various other factors seem to affect this decision: uncertainty about the fiscal 
system, the role of tax practitioners, endogenous audit selection rules, tax 
withholding, tax amnesties, the joint choice of tax avoidance and tax evasion, 
the influence of social norms, the quality of public goods, and so on. 
Nevertheless, the evidence presented here should contribute to the discussion 
of gender issues in the budget analysis literature, since both taxes and 
expenditure policies affect income and gender equity. Policymakers should 
consider seriously all of this evidence to address income and gender equity 
issues in Mexico. In the mean time, fiscal authorities can increase the return 
of the enforcement spending if they audit more men than women. This policy 
eliminates the necessity of improving tax supervision or increase the amount 
of deterrence and it contributes to increase the efficiency of the tax 
administration. 
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Appendix 

INSTRUCTIONS 
 
The following instructions were originally written in Spanish. The instructions 
were adapted accordingly to the different sessions. They are available upon 
request.  

This is an experiment in the economics of decision making. The 
instructions are simple and, if you follow them carefully, you will have an 
opportunity to earn A CONSIDERABLE AMOUNT OF MONEY that will be paid to you in 
cash at the end of the session. 

You have been organized in groups of eight people. Each group will consist 
of the same eight persons for the duration of the session. The specific 
identities of the other persons in your group will not be revealed to you. YOU 
MAY NOT COMMUNICATE WITH ANYONE ELSE IN THE ROOM DURING THE SESSION. If you do not 
follow the rules, we will have to exclude you from the experiment and you 
will not receive any payment. 

The session will last for several rounds, each one is independent from the 
others. In each round, you will be required to make a decision and your total 
earnings will depend on these decisions. You will not know the total number 
of rounds. At the beginning of the session each individual will be given 2000 
tokens. You will have the opportunity to add to these tokens in each round. At 
the end of the session, the tokens you have accumulated will be converted to 
cash at the rate of 50 tokens per pesos. For example, if at the conclusion of 
the experiment your balance on the computer is 5000 then you will receive 
100 pesos. YOU SHOULD FEEL FREE TO TRY TO MAKE AS MUCH MONEY AS YOU CAN. 

At the beginning of each round, the following input-screen will appear on 
your computer. On the top left corner, the session number, participant and 
round will appear. In each round, you will be given a new amount of tokens 
(actual tokens). The exact quantity you an the others in your group receive 
will be randomly drawn by the computer from the range of 25 to 200 tokens in 
increments of 25 tokens. All values are equally likely and only you will know 
the quantity you have received. You have the choice of keeping your tokens or 
disclosing them in the input-field “reported tokens”. Move the mouse to enter 
in this input-field. You may disclose any amount of tokens between zero and 
the amount of tokens that you actually receive.  

You will pay 30% of the tokens you disclose. For example, if you receive 
100 tokens and disclose 70 tokens, you will pay 21 tokens (0.3 times 70). You 
do not pay on money your do not disclose, and only you know the true amount 
of money that you receive at the start of each round. After you have decided 
the number of tokens that you want to disclose, please copy this number in 
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the report sheet (yellow sheet), as well as the round number. In the above 
example, you will fill the report sheet with the following numbers: 
 

ROUND REPORTED TOKENS 

1 70 

 
Now, WAIT FOR THE INSTRUCTION TO PRESS THE BUTTON “ACCEPT”. Please check the 

number of tokens that you disclose, because once you click on the “Accept” 
button, you will not be able to change your mind. After everyone has disclose 
his or her tokens, some individuals may be selected for a check. In this check, 
the computer will compare the person’s true quantities of tokens for the 
current round with the actual levels disclosed. If you are checked, any tokens 
received but not disclosed will be discovered. You will pay the shortfall ( 30% 
of over the tokens received but not disclosed) plus a penalty. In this session, 
you pay the shortfall plus an amount equal to one time the shortfall. In the 
above example, you would pay 18 additional tokens, that is, the shortfall (30 
tokes times 0.3), plus fine of 9. The computer will calculate the shortfall 
payments and subtract it from your balance. Only you will know the result of 
your own check. 

The procedure for selecting the person for a check is as follows. Each 
person has an ID number that appears on your computer screen and these go 
from 1 to 8. In the bingo cage that appears on the top right corner are balls 
numbered 1 through 20. After everyone as disclosed his or her tokens, a ball 
will be drawn from the cage. If the number of the ball is from 1 to 8, the 
person with that ID will be checked. If the number is from 9 through 20, no 
one will be checked in that round. Once the ball has been drawn from the 
bingo cage, WAIT FOR THE INSTRUCTION TO CLOCK ON THE BUTTON “ARE YOU READY TO 
CONTINUE?”. Once you have click the button, you can continue to the next 
round. 

You will face different probabilities of being check. In the beginning of the 
session, each person has a change in 20 (5%) of being checked, At a certain 
point, the probability will change.  

We will begin with two practice rounds to familiarize you will the 
payment, disclosure, and check process. These practice rounds will not be 
count to calculate your payment. At the end of the two practice rounds, your 
balance will be reset to 2000 tokens as the biding or real rounds begin. 

Are there any questions? Please, raise your hand, DO NOT MAKE THE QUESTION 
AT LOUD.  
When you finish reading these instructions, please place them face down on 
your own desk. 
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