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There is no morality in a tax.
—Lord Templeman, 19921

Morality matters and has a higher part to play in tax.
—Deputy Chairman, Inland Revenue, 20032

Tax planning is increasingly being regarded not as a legal issue but a moral one,
with campaigners treating tax as part of the wider debate on “corporate social
responsibility.”

This article looks at the modern tax debate in the light of Christian theology
and biblical teaching, first as to how to vote on tax issues and second how
to react to existing tax law. It suggests two basic principles for a theology of
taxation:

1. Our charitable duty to our neighbor is personal and cannot be satis-
fied through the taxation system. There is therefore no general
Christian duty to vote for tax-funded welfare.

2. Our Christian obligation toward taxes is to obey the law, as inter-
preted by those who have been put in authority to do so; there can
therefore be no category of legal but immoral tax evasion.

Tax returns have, in past decades, generally been regarded as a mere matter of
law and numbers, “the application of the black letter of law to situations,
arrangements and transactions which are, themselves, rooted in law.”3 Attempts
to reduce one’s tax liability were therefore either legal or illegal, and (other
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than a few fees to advisers) there was little more to the question than that.
However, in recent years, morality has started to creep into the debate, and in
the business tax sphere it is claimed that “the boundaries of corporate respon-
sibility debates are extending to embrace tax matters,”4 dragging tax clearly
into the debate on modern business morality.

There are two areas in which morality is brought into the tax debate; first
the design of the tax system itself, primarily the choice of which taxes to
impose and the rates at which to set them; and second our proper attitude to tax
law once imposed, particularly the question of whether, and if so to what
extent, it is permissible to attempt to minimize our tax payments.

As Christians, morality must be rooted in the desire to perform the will of
God, and we must seek a theological basis for any “morality of tax.” The pur-
pose of this article is therefore to examine Christian doctrine and teaching and
attempt to apply it to the modern world of taxation.5 This must be done care-
fully; too often in such discussions there is an unexamined assumption that
taxation, or the state spending that it supports, is a moral good in itself —
“once the inextricable link between tax and, for example, education, health
care, social welfare and defense is made, morality—the ethics or sense of right
and wrong by which each of us operates—comes rapidly into play.”6 The spe-
cific quotation may be from an interested party but the sentiment is frequently
encountered.7

Taxation as a Moral Good?

Let us first address the more political question (and the one that is most read-
ily perceived by the general public)—how our Christianity should influence
our say over the design of the tax system.

If we start by looking for direct guidance in the Bible, we find that it has
only a few scattered mentions of tax. There are poll taxes, such as that in
Exodus where the people of Israel make a payment to God for their delivery
from Egypt under which “the rich man is not to pay more, nor the poor man
less, than half a shekel.”8 There also appear to have been proportionate taxes,9
notably by Jehoiakim to meet a forced payment to Egypt, which was levied
“from each according to his means,”10 and even possibly progressive taxes that
seem to fall only on the wealthy (“the men of rank”).11 This variety makes it
difficult to suggest that any particular type of tax has biblical support, particu-
larly as the taxes are generally merely described as facts of life rather than
praised.12
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Although there is generally no specific comment on whether or not these
taxes gain God’s approval, there is some criticism of tax in the Bible. “We
have had to mortgage our fields and our vineyards to pay the king’s tax,”13

complain the Israelites to Nehemiah (who, in his defense, points out that he
has never claimed the forty shekels daily “subsistence allowance”14 that his
predecessors did but instead lived at his own expense). However, they had
been warned. The prophet Samuel preached on the dangers of human govern-
ment, which he saw mainly as war and tax: “He will take the best of your
fields, of your vineyards and olive groves and give them to his officials.”15

Indeed this message, possibly the only direct comment on general tax16 by
God through one of his prophets, still seems strikingly relevant today.

In the absence of any clear biblical tax code, theologians have of course
applied Christian teachings to taxation (although less often than one might
have thought), but these historic discussions of taxation have to be used with
care17 as they have generally been set within some form of monarchy. As taxes
were therefore seen as the impositions of a king on his subjects, debate cen-
tered on the legitimacy and limits of authority rather than the tax itself. This
gives their conclusions only a limited value in a democracy where the more
useful discussion is of how the Christian should vote in relation to tax—a free
decision to be exercised within the bounds of God’s law rather than an exac-
tion imposed by a human ruler.

It is therefore frequently argued, by those who see a Christian moral or the-
ological basis for redistributive taxes, that modern taxation is a moral good,
satisfying our duty of charity. At its extremes, this view is expressed in the
claim that “the modern application of [charity] is by way of use of progressive
taxation rates.”18 This is the main method used to gain Christian support for
redistributive taxation—the welfare state that the tax funds helps our neighbor
and therefore its expansion must be a Christian duty.

This is flatly contrary to Christian teaching. “At the heart of the Hebrew
Bible is the God who seeks the free worship of free human beings,”19 and just
as our love of God is only real if it comes voluntarily from the heart, so, too, is
our love of neighbor. Our duty of charity is one that we have to carry out vol-
untarily. There is no moral benefit in forced giving, as Saint Paul says: “Each
one should give what he has decided in his own mind, not grudgingly or
because he is made to, for God loves a cheerful giver.”20

We have a duty of charity to our neighbors, and are warned not to follow
riches, but these are personal duties laid on each of us individually rather than
collective obligations that can be satisfied through compliance with a human
tax system. We cannot contract out our duties to others, nor can we nationalize
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them into the welfare state. The Good Samaritan21 did not leave the dying man
to the priest and the Levite, agencies of the Jewish government, but tended
him himself. Even less can we meet our duty to our neighbor by forcing another
neighbor to meet his needs.

Just like the young man who asked Jesus how to enter heaven,22 we cannot
claim salvation based on how we obeyed the Law (even less human laws) but
on whether we personally helped the poor. To equate our charitable obligations
to paying our taxes is to behave like the Pharisees who “put aside the com-
mandment of God to cling to human traditions”;23 thus, feeling that our obli-
gations can be met through the fulfillment of human law rather than through
personal love of our neighbor. Sadly, too many use tax to excuse lack of per-
sonal charitable action, believing that they have done good when they have
merely obeyed the law.24

This, like much of Christianity, is difficult. Most of us would prefer to sat-
isfy our conscience by financial contributions to a charity than by personally
helping a homeless person, and even better if we can do so by a compulsory
check to the Inland Revenue. There can be no moral benefit in enforced giv-
ing. Taxation does not satisfy, even in part, our duty of charity.

Moreover, even if we did accept that taxation is a legitimate way of express-
ing our practical love of our neighbor, it is certainly not the only way. Christ
commands us to love our neighbor, and theology may give us guidance as to
what that means, but the best or most appropriate way to do so at any particu-
lar time is a practical matter on which Christians may genuinely disagree. It is
far from certain that state welfare is even the best way to meet the practical
requirements of the needy,25 and it is a legitimate option (and may well be a
more considered one) for the Christian voter to feel that his obligations to his
neighbor are better satisfied by some alternative means of action than by vot-
ing for welfare spending. Even more so, our obligation is not to meet the mate-
rial needs of our neighbors26 but to love them. It is far from certain that state
welfare is the best way to encourage love between people, and many Christians
may find that a more direct form of activity is more efficacious in transmitting
love. As the point has been put:

Malfunctions and defects in the [welfare] State are the result of an inade-
quate understanding of the tasks proper to the State.… By intervening
directly and depriving society of its responsibility, the [welfare] State leads
to a loss of human energies and an inordinate increase of public agencies,
which are dominated more by bureaucratic ways of thinking than by con-
cern for serving their clients, and which are accompanied by an enormous
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increase in spending. In fact, it would appear that needs are best understood
and satisfied by people who are closest to them and who act as neighbors to
those in need.27

Duty to Pay Tax

Our Christian duty therefore does not necessarily lead to an obligation to vote
for high taxes. However there remains the second question: If taxes are
imposed, how should the Christian react to them?

It is clear, from the teaching of Saint Paul, that if taxes are imposed, we
have as Christians a duty to pay them.28 However the passage in which he says
so29 is not about the moral good of taxes (the Bible makes no such claim) but
about the authority of princes. Our Christian duty to pay taxes is merely part of
our duty to obey the human laws of the state to which we are subject.

We must therefore obey the law, but what of the more interesting “gray
areas” of tax planning, where one’s tax liability is reduced without breaking
any law?

First, we must explain terms. Tax evasion is the nonpayment or nondeclara-
tion of taxes to which we are liable and so is illegal and therefore sinful as a
failure to obey our legal obligations. It also generally involves fraud and false
witness, which are sins in themselves.30 In contrast, tax avoidance is the
arrangement of our affairs so that tax is not legally due. As an example, not
declaring bank interest received is tax evasion (if that interest is subject to
unpaid tax), but transferring our money into a special type of bank account that
has been granted an exemption from tax is tax avoidance.

Campaigners against tax avoidance attempt to load the question by using
false definitions of tax avoidance, such as “where a relief is legally claimed …
[but] the economic consequence … has not taken place.”31 Although popular
in the 1970s, such avoidance has not been possible in the United Kingdom for
decades. Since Ramsay’s case in 198132 the court would void such an attempt.
There is no need to worry about morality in these circumstances; such sup-
posed tax avoidance simply does not work.

Another target, particularly of those who claim to speak on behalf of the
Third World, is “transfer pricing,” the process whereby “corporations shift
profits to where they can avoid tax.”33 In a typical example of tax planning
using transfer pricing, a multinational group would set up a company based in
a low-tax tax haven. This company would hold the group’s patents (or other
intangible assets) and charge the other group companies fees to use them.
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These fees would reduce the profits (and hence the tax) of the operating com-
panies paying them, but the tax-haven company only pays tax at a nominal rate
and so receives the fees virtually tax free (giving it a pool of funds to reinvest
in the group’s business).

Companies have indeed attempted to abuse this system, but most industrial
countries now have very strong rules,34 reinforced with provisions developed
internationally through the OECD, to prevent multinational groups from abus-
ing these arrangements. Essentially, most governments are satisfied that they
are taking a fair amount of tax provided the fees charged between group com-
panies are set at a proper commercial level. It would of course be possible for
legislatures to impose stricter rules, but they have chosen not to.

Despite attempts by interested parties to muddy the distinction, in reality it
is quite clear; tax evasion involves breaking a law, tax avoidance does not.
However, it is important to remember that a law is broken even if the illegality
is never discovered nor the perpetrator brought to justice; tax planning that
involves, for example, hiding the ownership of assets is still tax evasion even
if the tax authorities never discover the true facts.35

Tax avoidance therefore does not involve lying36 or nonpayment of tax but
merely carrying on one’s business or other activities in such a way that the
legal liability to tax is reduced. Is this also immoral? If one has a choice of two
roads to reach one’s destination, one of which passes over a toll bridge, it can
hardly be immoral or illegal to chose the other route. In the same way, a com-
pany is entitled to chose between alternative legal ways to conduct its busi-
ness, even if one bears lower tax, and the courts have long accepted this: “No
man in this country is under the smallest obligation, moral or other, to arrange
his … business … so as to enable the Inland Revenue to put the largest possi-
ble shovel into his stores” (Lord President Clyde, 1929).37

Indeed many “incentives” within the tax system are designed specifically
and openly to persuade people to alter their behavior to take advantage of the
tax reliefs on offer; the United Kingdom, for example, gives generous tax
allowances to companies that spend on technical research and development
precisely to encourage such investment. Governments therefore expect and in
some situations encourage their citizens to engage in tax avoidance, otherwise
their attempts to use the tax system to alter behavior would be pointless.
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How Much Tax Is Due?

True tax avoidance (as opposed to evasion) is therefore perfectly legal and
meets with the approval of the courts, but there are still those who argue for a
category of legally effective but immoral tax avoidance. However, in order to
do so, they effectively argue for a higher amount of tax than does the law, and
they impose stricter obligations on taxpayers than would Parliament or the
courts. Sometimes this is taken to extremes, with demands that taxpayers fol-
low “the rules of taxation as laid down by Parliament and as applied without
contest or dispute by its taxation authorities” (emphasis added).38 This is clear
nonsense, as it would result in an obligation to pay whatever sums the Inland
Revenue demanded.

Not only does this place too much of a moral burden on the human tax
authorities,39 but it subverts the constitution. In the United Kingdom, and most
other parliamentary democracies, tax (like all law) is set by Parliament and
interpreted by the courts. The Inland Revenue and related bodies are merely
administrators, not imposers of taxes. The courts, as we have seen, already
prevent abusive tax avoidance from working and in doing so have made it per-
fectly clear that any other arranging of business affairs to reduce tax is per-
fectly proper. If this were not enough, Parliament reviews tax law every year
through the annual Finance Bill and (despite speeches by some politicians) has
seen no need to overturn the current arrangements.

Those who raise moral objections to legal tax avoidance can therefore only
do so by putting their own opinions as to the correct amount of tax to be paid
above those of Parliament or the courts. To do so is not only arrogance but also
a challenge to the proper authorities, who, Saint Paul instructs us, it is in our
Christian duty to obey. We can hardly fulfil our duty to obey the law by over-
ruling those charged with passing or interpreting it.

However, should we not eschew all tax planning, and happily pay more tax
than we might have to because it funds programs that help the needy? This is
of course an option, and one that the Christian taxpayer should consider, but
(as discussed above) it is not the only, nor necessarily the best, way to practice
our love of our neighbor.
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Conclusion

We can therefore postulate a framework for our theology of taxation:

1. Our duty to our neighbor is personal and cannot be satisfied through
the taxation system. There is therefore no general Christian duty to
vote for tax-funded welfare.

2. Our Christian obligation toward taxes is to obey the law, as inter-
preted by those who have been put in authority to do so; there can
therefore be no category of legal but immoral tax evasion.

Some may find that their political beliefs lead them to desire higher taxes
for business, but this is not a necessary Christian duty, and if they fail to impose
higher taxes (or stricter tax rules) through the democratic process, they cannot
then claim a moral duty for others to pay “tax” that the law does not impose.

This is not to say that we can sit back on our tax-free profits and feel justi-
fied; we still have our Christian duties, to God and to our neighbor, to satisfy,
and they are so difficult that they are impossible without the grace of God.
However, these duties are with us regardless of how much tax we have paid.

When we stand before the throne on the day of judgment and the King says
“for I was hungry, and you gave me not to eat: I was thirsty, and you gave me
not to drink. I was a stranger, and you took me not in,” what will it profit us to
reply, “Lord, I filed my tax return”?
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