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Abstract 

The paper discusses the complex correlation between tax crime and corruption and its impact on economic stability. Through in-

depth analysis, the author explores the links that exist between these both phenomena, identifying how illegitimate tax practices 

can become a hotbed of corruption at the government level and vice versa. In this context, this article discussed the threats facing 

economic stability as a consequence of the negative interaction between tax crimes and corruption. It is expected that a better 

understanding of these dynamics will help authorities design effective policies to protect economic stability and improve the 

integrity of the tax system. In conclusion, the paper highlights the need for joint efforts from the government, private sector, and 

society to prevent and eradicate criminal tax practices and corruption in order to support sustainable economic development. 
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1. Introduction* 

The link between tax crimes and corruption has become a serious impact on a country's economic stability (Amara & 

Khlif, 2018; Khlif & Amara, 2018; Turksen, Vozza, Reger, et al., 2023). The background to the complexity of this 

correlation can be traced from legal, economic, and social perspectives. Taxes are one of the main sources of income 

for the government, used to fund various development projects and provide public services. However, when tax 

crimes occur, such as tax evasion or tax fraud, this not only harms the state treasury but also creates opportunities for 

corruption (Lukito, 2019; Turksen, Vozza, Kreissl, et al., 2023; Yamen et al., 2023). 

On the legal side, this link can be explained by non-compliance with tax regulations which can trigger legal violations 

and invite corrupt practices (Castro et al., 2019; Davis, 2021; Tamin, 2018). Several businesses or individuals may try 

to cheat the tax system in various ways, including hiding assets, manipulating financial statements, or collusion with 

corrupt tax officials. The involvement of parties who are supposed to enforce the law, in this case the tax authorities, 

creates an environment where acts of corruption can thrive (Agustine et al., 2019; Ali, 2018). The impact is not only 

limited to state fiscal losses, but also harms public trust in tax institutions and the government. Broken trust can harm 

investment and economic growth, threatening a country's economic stability. Investors may be reluctant to invest 

capital in an environment characterized by legal uncertainty and corruption risks. Therefore, the link between tax 

crime and corruption creates a real threat to investment attractiveness and long-term economic growth (Absadykov, 

2020; Herasymiuk et al., 2020; Ramadhan, 2019). 

From an economic perspective, the instability generated by acts of corruption and tax violations can create 

detrimental fluctuations in the economy (Emara & Mohamed, 2023; Lestari et al., 2022). Funds that should be 

allocated for infrastructure development or public services can be hampered, slowing economic growth. In addition, 

budget cuts are necessary to repair losses resulting from corrupt practices could result in greater economic imbalances 

(Bakaeva et al., 2018; Belda, 2020; Cugusi, 2020). In an effort to address this link, reforms in the tax system and law 

enforcement are required. Strengthening tax institutions, increasing transparency, and strict sanctions against 

perpetrators of tax crimes and corruption are the keys to maintaining economic stability. In addition, the importance 

of active participation by the public and the media in monitoring and reporting suspicious practices cannot be ignored. 

Through these measures, it is expected that threats to economic stability caused by the link between tax crimes and 
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corruption can be addressed, creating an environment conducive to sustainable economic growth (Belda, 2020; 

Saptono & Ayudia, 2021). 

2. Research Methods and Materials 

The study that discusses the link between tax crime and corruption, as well as its impact on economic stability, can 

adopt qualitative research methods with a literature review approach. In this context, qualitative research methods 

become relevant as they allow researchers to deepen their understanding of the complex relationship between tax 

crimes, corruption, and economic stability through in-depth analysis of relevant literature. In this study, the 

researchers were able to identify literature sources related to tax crimes and corruption from various sources, 

including scientific journals, books, and research reports. In this step, the researchers can collect information about 

events or case studies that reflect the relationship between the two phenomena, as well as theories or concepts that can 

explain this link. 

3. Results and Discussion 

3.1. The Link Influence between Tax Crime and Corruption on Economic Stability 

The impact of the link between tax crime and corruption on a country's economic stability can be a serious problem to 

the foundations of a healthy and sustainable economy. These both phenomena are interrelated because illegal 

practices often occur involving falsification of documents, tax evasion and abuse of authority in the tax sector which 

in turn fosters an environment that supports corruption. In this context, taxation that is less transparent and susceptible 

to corrupt practices can shake basic economic principles, such as tax fairness, efficient resource allocation, and 

budget balance. 

One of the most striking impacts of the link between tax crime and corruption is the loss of fiscal revenue that should 

go to the state treasury. Forgery of documents and tax evasion create "black holes" in the tax system, where tax 

revenues that should be used for infrastructure development, education, health and other public services instead 

evaporate illegally. As a result, the country loses resources that should support economic growth and social welfare. 

In addition, corrupt practices related to tax crimes can create legal uncertainty and an unstable investment climate. 

Investors tend to be reluctant to invest their capital in countries that have a bad reputation for tax law enforcement and 

criminal acts of corruption. This could hamper the flow of foreign and domestic investment, which in turn could harm 

long-term economic growth. 

The further impact of this link is the reduce of public trust in the government and related institutions. When people 

realize that the taxes they pay are not being used properly, and that these funds are instead being used for the personal 

interests of certain officials or groups, public trust in the tax system and government as a whole can collapse. This can 

create social and political instability that can harm economic stability. 

In order to overcome the impact of this link, firm steps are needed in enforcing tax laws and eradicating corruption. 

Increasing transparency in the tax system, strengthening supervisory institutions, and establishing effective 

accountability mechanisms could be the key steps. In addition, public awareness of the importance of openness, 

active participation in monitoring the use of public funds, and rejection of corrupt practices can form the basis for 

positive change in maintaining a country's economic stability. 

3.2. Effectiveness of Law Enforcement Efforts and Tax Reform to Address Threats 

The effectiveness of law enforcement efforts and tax reform is crucial in overcoming threats related to tax crimes and 

corruption. These steps not only establish a strong legal foundation, but also create a transparent and fair tax climate, 

minimize the risk of legal uncertainty, and strengthen a country's economic stability. Effective tax law enforcement is 

a key element in dealing with tax crimes. Criminal acts in the field of taxation do not only involve taxpayers, but tax 

officials themselves can also be subject to criminal sanctions, such as if taxpayer officials misappropriate tax funds. 

This may result in criminal sanctions based on the Corruption Crime Law and the Taxation Law. 

Increasing law enforcement capabilities in detecting, investigating, and taking action on tax violations can strengthen 

tax discipline. Investment in training and modern equipment for tax officials and law enforcement officers is a crucial 

step to deal with new methods used by tax criminals. Strong collaboration between tax authorities, the police and 
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other law enforcement agencies is also an important factor in ensuring a rapid and coordinated response to illegal 

practices. 

Meanwhile, tax reform includes a series of policy and regulatory changes to improve the tax structure, increase 

transparency and reduce opportunities for abuse. Increasing efficiency in tax collection and redistribution of wealth 

are the main goals. Reforms in tax laws that are adequate, easy to understand, and in line with international standards 

can create a legal environment that is conducive to economic growth. Eliminating legal loopholes that enable illegal 

practices and increasing international cooperation to overcome tax evasion and money laundering are also integral 

parts of tax reform. 

Concrete steps, such as changing fair tax rates, introducing incentives for sectors that support sustainable 

development, and providing legal protection for whistleblowers who report tax violations, can improve the integrity 

of the tax system. A fair and progressive tax system can help reduce economic inequality and ensure that the tax 

burden is borne proportionally by all levels of society. The importance of transparency in public financial 

management and taxation cannot be ignored. The government needs to strengthen financial reporting mechanisms and 

ensure that information regarding public revenues and expenditures can be easily accessed by the public. This step not 

only creates public accountability, but also puts pressure on perpetrators of tax crimes and corruption. 

In addition, strengthening supervisory institutions, such as the ombudsman and anti-corruption commission is very 

important in maintaining integrity and transparency. These institutions must be provided sufficient authority, and 

receive strong support from the government and society. Implementation of information technology and online 

reporting systems are able to increase efficiency and minimize opportunities for abuse of authority. It is important to 

remember that the effectiveness of law enforcement and tax reform efforts requires strong commitment from the 

government, full support from the community, and active cooperation with the private sector and international 

institutions. Only through a comprehensive and integration approach, a country can build a strong tax foundation, 

maintain justice, and overcome threats related to tax crimes and corruption to achieve sustainable economic stability. 

4. Conclusion 

In responding to the link between tax crimes and corruption and economic stability, serious efforts are required 

through effective law enforcement and tax reform. Increasing transparency in taxation, collaboration between law 

enforcement agencies, and comprehensive tax reform are the keys to overcoming this threat. The importance of 

effective law enforcement involves training and modern equipment, while tax reform must focus on fairness and 

redistribution of wealth. These steps together with public financial transparency, strengthening supervisory 

institutions, and active public participation can create a healthy tax climate and minimize the risk of economic 

instability. These efforts will form the basis for maintaining sustainable economic stability with full commitment 

from the government and community support. 
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