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Abstract

This study deals with the phenomenon of income tax evasion in the
Palestinian economy. It concentrates on the forms of income-tax evasion,
their reasons and the role of the penalties legally enforced in resolving the
problem. This study also stresses the importence of income taxes to any
economy and explains the effects of the none — payment of income taxes. It
then present solutions to the problem, hoping that they will help policy

makers in compating the problem.

The study depends on the relevent literature in formulating the
theoretical framework. A questionnaire was designed to collect primary
data on the issue of income tax evasion. The questionnaire contained 26
questions related to the issue and was distributed to a representative sample
of the study population which is comprised of tax officials, accountauts,
and income tax payers. The data was analyzed using the SPSS statistical
package. In addition, some interviews were conducted with officials of the

tax departments.
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The analysis revealed that income-tax-evasion in Palestine is due to

many reasons:-

e The inefficiency of the penalty system.

Tolerant implementation of the penalties on those accused of

income-tax-evasion.

The political and economic in stability in Palestine.

e Tax payers' belief in the misuse of public resources.

Lack of or low cooperation between tax departments and of other

government bodies responsible for dealing with tax evasion.
e No up — to — date legislation of taxes
e Tax payer's typical stance against taxes.
e Lack of effective monitoring of accounting activities.

e Lack of the necessary tax awareness of tax payers and

e The way Palestinians look at taxes as part of the occupation

powers.

This study consists of an introduction and five chapters. The
introduction provides a brief presentation of this study Chapter One deals
with public finances and taxes. Chapter Two deals with income tax Law in

Palestine and the proposed project. Chapter Three deals with income tax
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evasion in Palestine. Chapter Four deals with methods of solving the tax

evasion problem. Finally, Chapter Five represents statistical data analysis.

The study presents many recommendations including:-

Making sure that legal penalties are implemented strictly.

Passing the new income tax law.

Limiting the use of financial penalties and replacing them with

imprisonment.
e Activation of efforts to uproot the causes of tax evasion.

e Enhancing the cooperation between the tax departments, the
government and the non-governmental organizations to combat the

problem.

e Equiping income tax departments with necessary facilities to be

able to perform its tasks.
e Spreading tax awareness among the tax payers.

e Activating the monitoring activities of the tax departments to able

to detect any tax evasion activity.
e Organizing the accounting profession in Palestine, and

e Concentrating on the so called free professions or crafts because

tax-evasion is most widespread among them.

It is hoped that these recommendations and those that are not
mentioned in this summary, will be effective in combating income tax

evasion in Palestine.
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