CHAPTER 2

Yv
LITERATURE REVIEW @
<
Y-

2.1 Introduction

This chapter presents the theories and prior literat

The discussion begins with a brief overview of the vartiablestsed i ,‘foIIQNed
N
by a discussion on economic and socio-psychologi pproaches as Well as t‘?iscal-
Y-
psychological approach taken in tax compli?ﬂt IS fQQbWed by a
discussion on the Behavioural Model @ Mod ividgf&ehaviour and

Performance, which underpins this resea ext, the di ssionQ/ers Rest’s (1986)

KW
ulti®xl Ct!)ﬁes Scale (MES), which

[
dy. hg c&t&r then delves into various

ial C@(‘ol Theory as the underlying

o
wpgg udies on motivation, ability, role
perception, sﬂua& tors,lrell ity, a&l@ethlcal sensitivity are discussed. The
chapter concllth asum - C-)O

Moral Decision-Making Model a
is used to measure ethical sensitl
religious perspectives on ta Hirs’h'

theory for the religiosity'variable. Adgiti
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2.2 An Overview of Economic and Non-economic Approaches in Tax

Compliance Studies Y*

A vast number of studies have been devoted to un&wdmg tax
compliance behavior across various disciplines, such as accountifig, economics,
political science, public administration, and psychology. Rese Wevealed various

3%; nland Revenue

factors that contribute to tax compliance behavior. For i

Service of the US has listed as many as 64 factors thatyaffect taw Ieporting
Yw
ographic tdrs_@a , for

Pe% - rune(yAttoma,
doza@:ghouwer, &

Kirchler, 2017; Schneider, RaczkowsKiy, & Dréz, 201 wch@ﬁ al., 2008), and

behavioral factors (See, for exam@ewman,\w a
n% 17

decisions (Alm, 1999). Some of these factors inclu

example, Taing, H. B., & Chang, Y., 2021; Fre

& Steinmo, 2017), economic factors (Sew

btr:a\, Charity, & Ongayi,

N
2018; Alm, Bloomquist, & 2017, Alasfour, Sg?y, & Bampton, 2016).
\u &
Furthermore, Jackson (1986?1' ctela mp hen@eview study and highlighted
14 variables that Were% ly ex‘g ﬁ.ﬂ ltax&mpliance literature. Richardson
N &

and Sawyer (2001) ted thi IS by ﬁiﬂg five more variables.
&

NS
N 1 Dt O
%s studie a>€'coQ§I?ance have generally debated the issue using
Y
either a% mic dp or a&:io-psychological approach (Alm et al., 1995;

Antﬁhat al., 1998; James @ﬂey, 2002). The economic approach focuses on the

ta?;xw while the psychological approach stresses the importance of voluntary
0

- w

Q liance. The economic approach concentrates solely on the trade-off between the
enefits of evading and the risk of detection, whereas the psychological approach

considers various factors that shape compliance behavior, and not just economic
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factors. In understanding tax compliance, the economic approach focuses on the
benefits of evading and the cost of complying, which can be considered aw
perspective. Alm (1991) argues that while audit and penalty rates affect @nce,
they do not explain taxpayers' adherence to tax rules. It is assumed thaﬂ&duals are

selfish and will seek to maximize their personal income and wealth{ They will not

comply with the tax system unless the benefits of doing so A@ the costs. Most
research that studies the economic perspective on tax ¢ operates within the

framework proposed by Allingham and Sandmo (See, ample, Lessmann

& Markwadt, 2011; Kennedy, 2014; Pommereh Wec r‘a@g%;

Yitzhaki, 1974), 4 .\,‘T
\ <

Despite being repllcatedw)ended, thispneo- @cal paradigm is
criticised because it fails to mcﬁgﬁte |nst|\0n$ I 'f%s Merely financial
a

\

determinants are insufficient i | aviour. Tax compliance

behaviour could also be infl y nr s, and fairness (Alm, 2013).
ic d

Therefore, the focus % onorr} 3 rrehc@proaeh has shifted to a socio-

f &
psychological appr l \ é./
&
! (.z
|5|o to p& n t to comply with tax law takes place in a

\
comple med't y on financial determinants to explain tax

is inadequate. Q\\b}ﬁhelmlng evidence suggests that tax compliance

b cannot be fully explained using the traditional economic approach that mainly

Q es on deterrence components (See, for example, Alm et al., 1992; Feld & Frey,
002; Graetz & Wilde, 1985).
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The socio-psychological approach assumed that individuals are not
necessarilyselfish and seek to maximize their utility as portrayed in the neo-c
perspectivesbut are often motivated by many other factors such as s@rms,
morality, altruism,and fairness. This view is consistent with the ertlf@&Andreonl
et al. (1998) which stresses the idea that psychological (guilt, shMgret, envy,
anger, sense of duty), demographic, social, and moral factors &ulﬂ integrated into

standard economic models. James & Alley (2002) also ml'ar thought that

individual is not independent, self-centered but they alS@yinteragt gr human
Y
beings in accordance with the attitudes, beliefs, norm roles _ﬁ')

Within the last 10 years, the s S0

ologjéf*studles came

from various themes. Few published ave explor er <&f tax morale and
ethics such as Alm & Torgler, (20 0 Wo 08 x{\‘ (2015); MacGregor
& Wilkinson, (2012); Maciejo arzen rger @(-’1’2) and Torgler, (2003a).

A number of studies hav \x |an of tax knowledge on tax

compliance, for examp as EI}HISJV;’I tZOi};b Mei L. etal. (2012), and Natrah

&
Saad, (2012). &ome [o also n given to tax fairness as a factor
towards tax complianée as adléﬁ awneh et al., (2008), Sellywati Mohd
¢
Faizal & Mﬂ&}al Palil (20 {/IeU ., (2012), and Verboon, Peter, & Goslinga

(2009). 4 e é\
A‘" A

;E In the middle of the 1990s, Hanno & Violette (1996) attempted to

oratea social behavioural theory into the prediction of tax compliance behaviour.
hey utilized the Theory of Reasoned Action (TRA) (1975) (the predecessor of the

Theory of Planned Behaviour (TPB) in understanding tax compliance behaviour.
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Theoretically, Ajzen (1991), Ajzen & Fishbein (1977), and Oskamp et al. (1991)
indicated that attitude is a partial indication of behaviour. Attitude towards an?!,

object, function, or person may be favourable or unfavourable. (q\

Some researchers have argued that the economic deterrence and social
psychological approaches have overlooked some important el hich cannot be
nt

explained by economic and socio-psychological approac eperldently (Feld &

Frey, 2002). This is consistent with the Taxpayer’s Complianc Weloped by

Fischer et al. (1992) that incorporates economic @psyeh logi ‘aclésj

Fischer (1992) categorize the to fﬂu erent@ps which are
(i) demographic (for example, age@ and edu on)@ non-compliance
opportunity (for example, income I mcome a Aﬁ&lpatlon) (i) attitude
and perceptions (for example of th(1 tax stem peer influence) and (iv)
tax system and structure ( Mpl ty 0 tax system, probability of

detection, penalties, % ates scal S c y models generally view tax

enforcement as a:@ural gir

taxpayer to pay es becaus ' dvantage of the benefit of tax payments,
which can reSL{ve‘ c&)pejc?on between taxpayers and tax authorities.
Theref@$profc }s on Yl@\premlse that it is important to the government to
devdﬁ)smve policies to reK cooperation.

3
N

\n\ t em zes on the loss of motivation of the

%

no r



2.3 Behavioural Model

Socio-Psychological proponents argued that the unders@ on

compliance goes beyond the deterrence factor as described in the econ odel. As
posited by Feld & Frey (2007), tax compliance is a psychological tacht that goes
beyond traditional deterrence and explains tax morale as a compligated interaction
between taxpayers and the government. The past deca mse'rved the rapid

development on the study of socio-psychological rs iny u dlng tax

compliance behaviouras discussed in the prewou% Psychologi Ips&& like
knowledge (Andreas Enni Savitri, 2015; Mei e : Natfa @ fairness
(Abdulhadi Khasawneh et al. 2008; Natr$. \cial u@x (Bobek &
Hageman, 2015), religion (Nor Ralhan@ Ali, 201 ma@\her factors were

examined againsttax compliance be aviour. Apa Il @Factors, there are also
N

some researchers who tested b aI tHeorie h a B (Ajzen, 1991), Goal-

FramingTheory (Lindenber 20 , a

taxpayers’ comphanc% ur. H U E ost influential behavioural theory

used in tax complu@searcr‘ %
&

A tudl have ftem @C% test the Theory of Planned Behavior in the

%' N .
context % mpliance. ?r exa@e, Bobek and Hageman (2015) and Viswanath

Yv

Umﬁmer Trivedi, Mohamed?hehata, and Mestelman (2004) confirmed that the
N

:Exof Planned Behavior is effective in explaining compliance behavior. The
u

Theo dams, 1963), in predicting

G re of compliance is found to have a high correlation with actual tax evasion
ehavior. The Theory of Planned Behavior has also been used to analyze the

compliance behavior of Malaysian taxpayers (for example, Mohd Rizal Palil, Salwan
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Mohd Sakri & Siti Zaidah Tumin, 2020; Natrah Saad, 2010) and Malaysian tax agents
(for example, Suhaila Abdul Hamid, 2014). It has been proven that the The
Planned Behavior is capable of explaining tax compliance behavior in Mal@here
two of its components are found to be highly influential on tax compliﬂA@havior.
Despite being widely used, the TPB has some Iiw@ﬁrst, behavior

is a complex issue. To understand behavior only by loo ttitL'des, subjective
norms, and perceived behavioral control is not sufficienty,Som o‘t\ﬁegﬁerminants

ial gap of ti ebe@he

might influence behavior. Second, there may be a su

assessment of behavior intention and the act

vi% ses dY(~Werner,

vidm\l mi tchané\.Xird, TPB is

based on the assumption that individ re}tional decisi n-m@fﬁs who weigh the
@not always hold true

costs and benefits of their actions. Mer, this hﬂngio
% : =y
S a

2005). During the time gap, the intention o

in the real world, as individual t alway ina raé;?al manner. Fourth, TPB
focuses on individual-level @nd not take i@tcount the impact of societal
ior. Finally, TPB {jobbiot account for external factors,

o

conditiens, which may impact tax compliance

&
@va cﬁma’d%yle fY' s on the TPB in understanding tax compliance

behum the present study @' to make noteworthy contributions to the body of

k%ﬂge on tax compliance behaviour by adopting the MARS Model of Individual
e

viour and Performance by McShane and Glinow (2005). Unlike the variables

and cultural factors o

[ s

entioned in the TPB, such as attitude, subjective norms, and perceived behavioural

control, which only relate to the socio-psychological approach, this study includes
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proxies such as trust, rewards, knowledge, civic duties, financial constraints, and peer
influence, which combine socio-psychological factors and economic det%ﬂ

factors, more accurately referred to as fiscal psychological factors. (q\

The MARS model is typically used to explain individual¥gehavior within
an organizational context. It identifies four critical factors that influence behavior and
performance: motivation, ability, role perception, and situa to's. According to
this model, if any of these factors is low in a given situa an i dw‘likely to

Y-

perform poorly. While little attention has been give sing an indi dllal_éb\avior

model to understand taxpayer compliance behawvi st% add@his gap.
To properly understand tax compliance Vi am@ﬁug I 'vidua.@igayers, it is

rs t@e relevant to this

important to examine the MARS mod d ta specific
r

study. Thus, the remainder of this %e will _foc_\&gl
6

factors that are relevant to t

D

AN del and the selected
S
4 9 Q—

So

N

his
N
S S
N ©
2.4 MAI(&quel N@ual&@a
SRS
%A?Séﬂl i@dual behavior is a model that seeks to explain

indi@avior as a result c%‘f;'k&grnal and external factors. The name of the model
N

i cronym for individual Motivation, Ability, Role Perception, and Situational

% rs.

viour and Performance

“—
J;

.

These four factors are seen as major determinants of individual behavior. The
ord "performance™ in this context refers to the act of doing something or the execution

of an action. This model is commonly used in management, industrial psychology, and



organizational behavior studies.

In 2005, McShane & Glinow proposed the MARS model @eful
conceptual framework for understanding the drivers of individual vold?éxbehavior
and the subsequent outcomes. According to this framework, individual behavior is a
function of motivation (M), ability (A), role perceptions (R), anq \(?tuonal (S) factors.

This model has been used to demonstrate how these four r dire':tly influence a

person's voluntary behavior. If any one of these rs ea.kmsd person's
@

X
performance or individual behavior will decreas@ingly. he I#S_@el is

depicted graphically in the following iIIustratioY~ s \/Y-
Y~

SR
(oo} [ e

Y ( Behaviour &

[ Ability ] v Results

) "

( Role
Perceptions '
1N

0 Source: McShane & Glinow (2005)
Figure 2.1: MARS Model of Individual Behaviour and Performance
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In the early years before the development of the MARS model, several
researchers attempted to investigate the constructs of individual behavioqu.',
Churchill, Ford, Hartley, & Orville, 1985; Mitchell, 1982; Plank & Reid, J% se
studies included variables such as motivation, ability, role perception, #A"uation.

X~

Mitchell (1982) proposed that the motivation variable a new variable
in behavior and performance studies. In this study, motiva &;v more towards
intrinsic motivation. This study is seen as a contribu 0 Su séﬁveudiydies on
chill ef al. 8‘)@%
ord.“ iority. @Bersonal
||0Wﬁd by skill Ye;, abilities,

motivation, environment, and organizwactors. AnQ stu@ at examined the

role of sales behavior was cond by Plan gei @@34). Factors such as

motivation and behavior among workers. In contrast

factors that contribute to salespeople's perform

factor was found to be the dominant f r,

N
motivation, abilities, role perceptionand effective;sales o@t were examined. Based

on this early research, it \DE
development of the M% el of‘i‘ ivi

been used to shape'&'vidua@ .
&

N

N O

|
¢
%RS d bgen@; ed in a number of business and management
Y
research{ | i Dzait Pri \Ay'@arko & Welly (2015) MARS model is used to
und@ procrastination b @four among college students. In a similar vein,

\“nad Akif Zakwan Amir et al., (2022) also studied students’ perception on
G e learning during Covid-19. Opatha (2020) also utilizes MARS model to
vestigate how lecturing behaviour influence the relationship between lecturer’s

confidence and students’ satisfaction. In the study of Inggrita Gusti Sari Nasution et al.

&
that ﬁe studies encouraged the

>

al'bei&or and performance, which has

2 ¢
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(2014), MARS model is used to understand the behaviour of women entrepreneurs.

Raden Akbar Anzalna & Welly (2013) analyzed MARS model to understa?ﬂ!

employee behaviour in the case of declining organizational performanc(ﬁ}nilar

study was conducted by Ester Manik & Iwan Sidharta (2017) i standing

organizational employee’s performance. MARS model is also usemei & Noor

Azlinna Azizan (2015) in knowing the CEO’s behaviour t Nanagerial debt
X

decisions and in Schlebusch C.F., (2018) MARS mode tojunderstand the

behavior of relationship manager in retail banking. .\d‘
|
=\
eh&fﬁr el developed to

The MARS model is an organizati
understand individual voluntary behavior rfor . peciﬁé‘l%in the job

context. Recently, there has been incr% erestine nin@incorporation of

the MARS model into other disci;@) The@i;k&

N
studies (see, Zhou, J.H., 2013 ontro w(sezzgk?ou J.H., 2013), banking

studies (see, Schlebusch C. E aI IC tudm@@é, Muhammad Akif Zakwan

Amir et al., 2022), and. ation syste sthdib’(see, Tsay H.H., 2015). These
’ F &

\N e Mééﬂ model of individual behavior and

previous studies h onfirm‘a

performance is w@to b i
to examine i $@a| behavior: Ifﬁo@ he MARS model has not been tested in the
tax area@men pr pnifig:k\m many other business studies. Tax is a branch
of f'n&al accounting (Yao@ﬁ, 2021) and is business-driven. Furthermore, the

\model has been tested in predicting managerial debt decisions (Wei & Nor

dina Azizan, 2015), which is a part of financial study.

en:htilized in agriculture

acro *§€ciplines where the primary objective is
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Table 2.1: Empirical studies that tested MARS model

N

Country }opulation

Study N v MV DV Method of Findings
Sampl analysis
e
Zhou, J.H et al (2013) 120 MARS Voluntary China 2 Firms Correlation M &R are
traceability \) significant
behavior
Abi Dzarr Alghifari 116 MARS Academic X;es"a Students Correlation M& S are
Wijanarko & Welly procrastinatio significant
(2015) level .\d'
Raden Akbar Anzalna MARS Organization Indonesi | (J'-?X;ployees Descriptive
& Welly (2013) declining A statistics-
performance b 4 \/‘Z“ Average
Zhou J.H et al (2013) 64 MARS Self-insp&tion \Shma " Enterprise Logistic M, A, R are
beh ﬁqu "} é Regression significant
&7 & Model
Inggrita Sari Nasution 65 MA RS th \'T Indonesia Women Linear Ris
et.al epr \'\ online Regression significant
(2014) rfofmance, Q‘_’) entrepreneur model
. . . N N\ .
Wei. & Noor Azlinna 183 Managerial or ~. Malaysia CEO Dynamic M&Are
Azizan overconfidence ebt , % Panel Models significant
(2014) (—)z cisibg! O
Tsay H.H. (2015) 254 MARS \% inteqﬁﬁn Taiwan Information Partial Least
/&\ i IS > system Squares
dev iﬁj‘fer developer
\ ¢ ltog%uire
(‘) ¢ husiness skills
Ester Manik & Iwan 83 MARS % ployees’ Indonesia Employee Partial Least MARS are
Sidharta % 4 f erformance Squares significant
(2017) \:3'
Opatha (2020) 100 A Lecturi Students’ Sri Lanka Students Correlation Ais
\ behaviour satisfaction significant
Muhammad Akif 6 S Students Malaysia Students Qualitative MARS are
Zakwan Amir et. al., perception on significant

(2022)

online learning



Behaviour South Africa ﬁzionship Correlations MARS are

Schlebusch C.F., (2018) 100 MARS
% agers significant
Rajah, N., & Aris, A. 60 ASB Behaviour Malaysia 3 blic officers Correlations ASB are
significant
Notes: M= Motivation; A=Ability, R= Role Perception; S=Situational T



2.4.1. Motivation
X
The first element of the MARS model is motivation. Motivatio‘y} toa
force within someone that drives the direction, intensity, and persisterﬁéﬂzoluntary
behavior. This definition is consistent with the definition proposed by¢l.ambrou et al.
(2010), which defines motivation as the process that accounts f Nvidual's efforts
towards attaining a goal. According to Robbins et al. (2010 ?a:o determines the

amount of effort a person puts into their work, the direc ow ic.h\mqgiforts are

geared, and how long a person can maintain eﬁor@ attaining a’. _\C‘}
’ N~

Direction implies that the motiv

is the amount of effort allocated to go iaent. ivation al@%volves a level of

is goal

persistence to sustain the effort ove

varies. Employees may sustain

up beforehand. Note that m@] c
(Deci & Ryan, 1985). %

’ 2
A 5
Thew/ ivati lhas e:;{ ongoing since the 1930s, with early

theories su %
(McGregory 1960)
f rmh

0 tion work has give@: to contemporary theories such as McClelland's

i arC'hy@j eeds (Maslow, 1943), Theory X and Y

N
rg's '|1‘8Factor Theory (Herzberg, 1959). The evolution

f Needs (McClelland, 1965), Goal Setting Theory (Locke, 1996), and Equity
heory (Adams, 1963). While these theories have explored motivation from various
erspectives, theorists such as Herzberg, Hackman and Oldham, and Deci and Ryan

categorize motivation into two broad categories: intrinsic and extrinsic. Herzberg's
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Theory (Herzberg, 1959) is in agreement with Maslow (1943) in that intrinsic and
extrinsic motivation combine additively. Once extrinsic motivation is saweﬂ,
intrinsic motivation can lead to high levels of satisfaction and performanc@man
et al. (1976) suggest that extrinsic motivation can enhance interﬁ;wtivation.
However, Amabile (1993) believes that extrinsic and intrinsic moti\Wdo not mix
well. Additionally, other psychologists have proposed two typ MVation theories:

er?s.oli ide motivation

dualism and multifaceted theory (Reiss, 2004). Dualistic

into two types: intrinsic and extrinsic. Psychologists asseciate uwfds with

o | R NJ
extrinsic motives and psychological needs with intrin otives l _ﬁ')
0 4
%3

\ <
Deci (1975) wrote in his book IW M(fe't‘vatl 3 that@insic motives

arise from "tissue needs" (i.e., the b ereas intri m <<s arise from the

central nervous system (i.e., the mind). AIthoN‘i ,{c\holars have different

0
N
insights on intrinsic and extrinsi ation, they agree tQQ' dividual motivation can
be grouped into these two Xs. \A
? N
’ $ &
iongi \Ve fromuwithin the person, and it refers to doing

ome@ because it is inherently interesting and
enjoyable blz; ya é‘Ei, é)}) ). It arises from the person's feelings about

Y
the acti ndbis necEssari ‘boundt% with the work itself (Amabile, 1993). Vallerand

et aL&Z) proposed the ex@ﬁ:e of three types of intrinsic motivation: intrinsic
méxon to know, intrinsic motivation to accomplish things, and intrinsic motivation
d xperience stimulation. Intrinsic motivation to know refers to engaging or
articipating in an activity for the pleasure and satisfaction that one experiences while

learning and exploring. Intrinsic motivation to accomplish things refers to engaging in
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an activity for the pleasure and satisfaction that one experiences when attempting to
accomplish or create something. Lastly, intrinsic motivation to experience stimwm
pertains to when one engages in an activity to experience pleasant sensation \ﬂples
of intrinsic motivations in work-related behaviour include%evement,
accomplishment, challenge, and competence, which are derived from pérforming one's
job well (Afful-Broni, 2004). \/
\4
|
On the other hand, extrinsic motivation refer urs inw‘rumental
me (Rei (ﬂZ_\R}zr: &
a% urce\tﬁf intends
N

con\ext job sc@? examples of
extrinsic motivation include promise@s, praise, critical ack, deadlines,

surveillance, or specifications on %he Wor\ﬁbuikE?d one (Amabile, 1993).
% 7
. 6

goal or doing something because it leads to a separat

o

Deci, 2000). Extrinsic motivators include anythi

to control the initiation of work performancegln

4

Individuals with extrinsic moti ay choose to perforf-dn activity even if it does
not provide them with plea%ci j an 985@03% four types of extrinsic
motivation: external ion, introject rég@!on, identified regulation, and
’ &
integrated regula@ernallr ion ocgs/when one's behaviour is externally
nd 99

iss 2)(’J§éfers to a person's actions that are solely

regulated (Vall
9\ .

driven by t sire for an ext al"re\(z;?or to avoid punishment, or to comply with

N
social préssuré¥(Ryan’e 07).4\

A\ S

\ Introjected regulation, the second type of extrinsic motivation, is a

d lation that has been taken in by the person but has yet to be fully accepted as their
W

n. It is as if the regulation were still controlled by external factors (Gagne & Deci,

2005). In other studies, it is associated with internal coercion, in which behaviors are
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performed to avoid feelings of guilt and anxiety or to attain ego enhancements and
pride. Although internally driven, introjected behaviors still have an external per

locus of causality and are not truly experienced as part of the self (Ryan & i»2000).
Examples of introjected regulation include contingent self-esteem that p?é&es people
to behave in certain ways to feel worthy, and ego involvement, Whicmures people

to behave in ways that bolster their fragile egos (DeCharms, 1968; n, 1982).

Next, identified regulation occurs when a avi Md‘ by the

Yw

individual and perceived as a choice. Behavior is internally regula bﬁt@self-

U( ed qu?l-ation is
it i n@gr.] their self-

siste

<§

erson’s behavior

concept. It is called integration because\hn
and facets of their life. (') N\ ,<\
N
& A ‘i—_)
\ &
Referring to pa earch T as dopté ARS model in their study,
tion

Zhou J.H et al. (2013 idd motivation As the ivation behind the execution of
’ ’ &
voluntary safety wlity t[a\B'i-li y ameng’ Chinese firms. Motivation in this
context is assoch% h the= ?men{:}&(ﬁperaﬂon and product quality, reduction
¢
of risk of &3 6' 0
% Y
differer% part/fr [ izingﬂ&ARS model in integrative agriculture study, the

&

res also uses MARS m (!e\b'r'n food control research (See, Zhou J.H. et al., 2013).
@Ving a similar concept as in the previous research, in this research motivation
Q rds self-inspection behaviour from export-oriented aquatic enterprises is

iscussed as improvement of product quality, greater customer satisfaction, reduction

@

@ rence of food safety issues, and product

of risk from export blocks, and higher profits.
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In the study of Abi Dzarr Alghifari Wijanarko & Welly (2015) investigated
academic procrastination behavior among college students using the MARSW
This model proposes that motivation and self-regulation are key factors that.i nce

learning behavior and academic performance. To examine the studentsﬂ%tion, the

researchers used the concepts of intrinsic and extrinsic motivation. Intasic motivation

was further divided into four subcategories: intrinsic motivation.to k (e.g., curiosity
., Jpers

and interest in learning), intrinsic motivation to accomplis (lnal satisfaction

(e.9., Mnt of the

®
Yw
communi eb.@re to
: % r hangyzextrinsic

ic ivatia@g; identified

(e.g., desire for recognition or status), insi€ motivatio war@ﬂ1ers (e.g., desire

to please others), and extrinsic moti@? externa\}u&i ({%’ external rewards or
o S

punishments). “« Q-
&
N LAj Q

;at intr

The study sic o{i\ma'n to accomplish and extrinsic
’ ¢ &
motivation to be/@ed W(il’ \siiwely iated with self-regulated learning,
while extrinsic4motivation
\ ¢ ! (?
associated 't%a-reg lat arﬂ'inU addition, intrinsic motivation to know, to

Y
experienCegand to bé’ }the cs&munity were found to be negatively related to

from completing a task), intrinsic motivation to exper
learning process), and intrinsic motivation to be part

connect with others and contribute to the co

motivation was divided into three subcate

aca&procrastination, Wh'lé}&’drinsic motivation to be identified was positively
re 0 academic procrastination. Overall, the study highlights the importance of
nderstanding different types of motivation in order to better understand and address
cademic procrastination behavior among college students. It also suggests that

fostering intrinsic motivation to accomplish and minimizing extrinsic motivation

41



towards others and external regulation may be effective strategies to promote self-

regulated learning and reduce academic procrastination. Y*

Tsay H.H. (2015) explored ways to encourage info& system
professionals to learn business skills. He focused on the role of motivation in driving
this learning process, and identified two main types of m%m: intrinsic and
extrinsic. Intrinsic motivation refers to the internal driv ire t'a engage in an
activity for its own sake, because it is enjoyable, interesting, or aw [‘Extrinsic

Yw
ch as few ,lec_@o tion,
ay rgﬁ twh.ilg‘z;xtrinsic

nd ca@’iance, it may
Ios@%rest or become

motivation, on the other hand, involves external fact
or pressure from others to perform a certain
motivation can be effective in driving shor

not be as sustainable in the long ruNaividuals

demotivated once the external rew re no I ai blE\In contrast, intrinsic

motivation can be a more po W%ver of learing arl{'gv)ovwh as it taps into the

individual's own interests, d \
l
s $ &

It is ind |mporta(1 \Ctmsme édlvatlon as a significant predictor in
research, as i t be sho Y I role in various human behaviors. The
MARS mo ch focuses n‘FnoQ\ﬁ ation and self-regulated learning, has been
Wldely ducaﬂ Dd psyeho oglcal research to understand how individuals

appmAlearnlng and achls\\t‘helr goals. The studies of Abi Dzarr Alghifari

‘% 0 & Welly (2015) and Tsay H.H. (2015) have contributed to our
r

standing of motivation by examining intrinsic and extrinsic motivation in
ifferent contexts. These studies highlight the importance of considering different types

of motivation when studying human behavior, as intrinsic and extrinsic motivation can
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have different effects on individuals' engagement, performance, and persistence. In the
context of tax compliance behavior, it is also important to consider the

motivation. Tax compliance behavior involves individuals' willingness t@arlly
comply with tax laws and regulations, which can be influenced by a v ffactors
including moral, social, and economic considerations. By examin Wtrlnsm and
extrinsic motivation in the context of tax compliance, the present study can shed light
on how different types of motivation may influence indivi S%mn?ness to comply
with tax laws. For example, intrinsic motivation to pay t may. ew a sense
of moral obligation or civic duty, while extrinsic moti to pay t m‘y&@ghven
by fear of punishment or desire for social reco Ov standw‘gthe role

of motivation in tax compliance behaV|o n ve D-Vp t im |ons for tax

or
policy and administration, as it cNa strategiesgfor @Hotlng voluntary

A
$

compliance and reducing tax eva5|

——o

4]

c.;? s

&

The M eme@ARS el is the ability that refers to both the

natural aptltu@%m learned ?)hltﬁg equired to successfully complete a task

(McSh ow 2005). tu@cféfer to natural talents that help people to learn
z&

more nd perfo bette%xr ile learned capabilities are the acquired skills and

&
&

k edge Pinder (2014) has\fated that the effectiveness of job performance can be

rmlned by natural aptitude and natural skills that a person has or develops over
Qwe According to the author, even if a person has the motivation to perform a taskbut

does not possess the necessary ability, the job performance can still be affected.

43



The role of ability in job performance has been a subject of debate among
researchers for several years. Campbell et al. (1970) argued that abilitiesw
significant role in determining job performance, while others have suggest%\ther
factors such as personality, motivation, and job experience are eqmportant.
Schmidt et al. (1986) proposed that cognitive ability is the most important determinant
of job performance, and that it accounts for the largest amount of'variance in job
performance. This view has been supported by other res tj as Ackerman
(1987) and Humphrey (1968), who have argued that cognitive a Ii't‘fésqrdr‘ucial for
success in many types of jobs. Fleishman and his ass s (1964) O‘eg\%eory
of ability requirements for successful job per e, h&\‘% ned@ specific

N&:r N

cognitive, perceptual, and psychomotor abi needed for s@ss in various

types of jobs. They argued that indw ifference jot@ﬁformance at an

advanced level of proficiency are %a functl\f\Wel Iaa?fed component skills
E y N
than of general or specific cogr%litiesft 4 QQ'-)
\ S"

g ¢ &
and performance h d the at'i Mable tg.smts the objectives of their respective

studies. Most OQQ udi abil&j%'as the actual ability of the subject. For
¢
example, Inﬁhusti ari utfgn . (2014) positioned ability in the context of

Y
the abi wonfe Eiepremﬁs, categorizing it into technical, business

<

ma nt, and entreprene@" skills. Abi Dzarr Alghifari Wijanarko & Welly

Gy

( Iso referred to ability as the actual ability of students. However, Tsay H.H.
2015) deliberately used ability as learning business skills behaviour or self-efficacy
ecause, in learning business skills, believing one can learn is more predictive than the

actual learning intention.
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The above-mentioned studies refer to ability as individual abilities, which
suits the concept of the MARS model itself as an individual behaviour model. How&
Zhou J.H. et al. (2013b) and Zhou J.H. et al. (2013) have adopted the MA@eI to
understand firms' behaviour. In Zhou J.H. et al. (2013b), the abili firm in
implementing voluntary quality traceability is conferred to the firm'sWability and
the firm's technical strength. In another study by Zhou J.H. et N), the ability of
a firm in the conduction of routine self-inspections was re t

S 'he firm's scale,

product certification, quality system certification, and e ienc er‘t blocks.

Essentially, these two studies take a firm's perspective,*where abiliti of a_{%] are

o% ese @es have

shown that the MARS model, an individuw iouF\mo is aI@Yp;ropriate to

understand a firm's behaviour. \) é

largely different from the actual individual abiliti

In summary, past the % variable that suits the

A

research confirmed that ability is an

context of their respective ﬁe'. AI)
important determinant% ehaviaur, itfis éru‘e@' for the current study to test the

s ) o
ability variable inﬁandwr beh er in complying with tax law.
&
(’} AN C,)O
[ 53¢
2.4.2 @Petw 4\
N\ N

=

\ The third elemenhh the MARS model is role perception. McShane &

Onow (2005) describe role perception as the extent to which people understand the

dutiesor roles assigned to them or expected of them. This definition is in line with

a recent definition provided by Lee (2011), where role perception refers to the
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perceiving or beliefs of an individual about responsibility. The role variable has been
studied asearly as the 1950s and blossomed since then. The studies on rolesw
various disciplines such as sports (Collins, Moore, Mitchell & Alpress, J@}o et
al., 2015; Waumsley, Hemmings & Payne, 2010), hospitality and toﬂ*Yesntas,
2014), information systems (Ooi, 2009), management and mmtg (Belias,

Koustelios, Sdrolias & Aspiridis, 2015; Singh & Rhoads‘i and has been
Idr

extensively exploredin organizational behaviour field (Mo , 2011; Kabiri,

Hughes & Kweber,2012; Keller, 1975; Yusoff & House &

Lirtzman, 1970). l _@
\jr

In organizational behaviour diseipling, th

widelyexplored. According to Ivance\/@n elly (19 ane %yee who is clear

with the role is the employee Who tand the s 'é‘to them, the relative

importance of those tasks, a ect d be wour complete the task. The
dysfunction of the clear rol@\lon C p the ept of role conflict and role
ambiguity. Role confl to mco‘;sj}]{) igations or the degree to which
work demands f 0 or m') e are mpatible (Rizzo et al., 1970). This
prominentdefi onl nI|n defl Tt&/?ﬂtproposed by Van Sell, Brief & Schuler
(1981) wh ole co I|c uf:; @“e?t an individual receives conflicting job
perfor Qrmaf ‘;s exps?ed to do so much whereas role ambiguity as
pro by Rizzo et al. @ﬂ) reflects employee certainty about which job
b rs are most appropriate in a given situation. This definition highlights the
‘%ance of expected behaviour needed for task performance which is quite different

&)m the definition suggested by Beauchamp & Bray (2016), Lyons (1971), and

Baroudi (1983) whereby these definitions highlight the inadequacy of informationas
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the factor towards role ambiguity.

Thus far, several studies have tested the association between @flict
and role ambiguity with various variables such as in Bagozzi (1978),"Behrman,
Bigoness & Perreault (1981), Gmelch & Torelli (1993), House & Rizg(1972), Keller

(1975), Michaels, Day & Joachimsthaler (1987), Tosi & Tosi (1970)¥Tubre & Collins

(2000), and Yousef (2000). The studies proved that role and' role ambiguity

iche |s‘>seddgs7) and
Y‘

Tubre & Collins (2000), role constructs were tested, With job perf aﬁc@ the

influence the dimension respectively. In Bagozzi (197

findings revealed that both constructs resulted i everr ce. R& conflict

and role ambiguity were also analyzed against j satis(‘actl and i proved that

the two role constructs were negativewaj to jo cti@ee, for example,

Keller, 1975; Michaels et al., 1987;@')2009; RI Q@?Tosi & Tosi, 1970).
o N
Other than job performance andsy sfaction, r eomzé-?ind role ambiguity were

also be examined against 'ﬁ\itl al

example, Behrman et a YGmelch'& T ell'i, ) and the studies confirmed that
’ ¢ &

role conflict and r:@guitylp \&a stro&s%ociation with emotional exhaustion

and employee cw &

! c,)(.z
Past studie ?doptY. ARS model in their study utilized the variable

~=9

ustign andsemployee creativity (See, for

¢
'
&

of r ception differently @fding to their perspective of study. As in Zhou J.H.

e%\Ole) who used MARS model in firms’ behaviour context analyze role
e

Q ption as morals and sense of responsibility in Chinese firms while another study
rgues role perception according to export approach that the firms have engaged on. In

the study of learning behaviour among information system people by Tsay H.H.(2015),
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role perception is studied as the role of the information system developer to bechange
agent. Information system developer is expected to execute the role as a chang?ﬂ

in order to guarantee the successfulness of the information systemproject. ('}

As the aforementioned studies shaped role perception agcording to the
suitability of their respective study, the present research is int Mhow Abi Dzarr
Alghifari Wijanarko & Welly (2015) and Inggrita Gusti e%:mi'n et al. (2014)
interpret role perception as responsibility. The former vie Mgption as
es role p p‘io&%v'the

on.% iness V\:Qi&.include
-tim eIive@E; quality of
products and the suitability of the prodwared. Followi thi@é present research

aims to analyze role perception ir(mscontext \eexon b@y of a taxpayer orin
S
-

individual responsibility while the later study pe
responsibility of a women entrepreneurs in co

among others; to ensure the availability o d

. S . @
some research it is referred to uties as taxpayers

2.4.3

environ
bud et,%ysical work faciljties). Situational factors are factors beyond the control
Mople. According to McShane & Glinow (2005), situational factor is needed to
gthen the motivation and ability to influence performance. It is referred to as a
tuation in which the environment can influence the performance of an individual.

Furthermore, prior findings indicated that the relationship between situational factors
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and behavioural intention is mediated through a number of different individual
motivation and ability (Maurer, et.al., 2003). Although there are several altew
pathways between situational factors and behavioural intention, the pres@amh
regards situational factors as an antecedent of intermediary (motivat ability)
rather than simply as an independent variable of behavioural intentioY'
NV

Past studies that have incorporated the M Y;e of individual

behavior and performance into their research frame uti ze!ﬁ\sqdﬂ‘tuational

ified _\Egr‘nal

environmental factors critical to the individual m Kt{e i iona@ors that
significantly influence behavior or performance. For examplénzZhou Y; al. (2013;
2013a) conducted two studies that a ed}e MAR del @‘used situational

variables to assess the downstream (ﬁ)ﬁ me\ditgwe c rmi&itor in the first study,

variable based on its relevance and suitability. T studie$ i

while the second study analy. itUati rlucts(;?«c-}examining government

assistance, membership in @ @riers, uncertainty of export

markets, and custome% m % imi )‘/ 3@ Dzarr Alghifari Wijanarko &

Welly (2015) studi rocrastln i i ong students and used situational

factors to exam'q@ys QJ e institution, the role of professors and

lecturers, a the fole caﬁerqi_(} dvisors. Inggrita Gusti Sari Nasution et al.
NN

(2014) % on the Perce@ variable and used the relevant definition of
situﬂh

factors that enco@’sed all environmental factors that influence the

S f an entrepreneur, such as government support, financial access, and support

G) families and colleagues.
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However, due to practical constraints, the researchers focused only on
access to information and technology, increasing numbers of social media usew
increased purchasing power of consumers. Tsay H.H. (2015) studied @ung
behavior of information system developers and defined situatloﬁkctors as
environmental conditions outside of the individual’s immediate CY'(e g., time,

people, budget, and physical work facilities). Factors such a pport from the
ez:sed

organization, supervisor, co-workers, family, and friend lto analyze the

situational variable. .\d‘
\‘Z'
|5
Overall, the past studies have utili Mﬁ I aru.j\§~ uational

factors to assess the external environment% flua‘ce |nd|v behaV|or In

particular, these studies have analyzeo\aal factors are@vant and suitable

for their specific research objectlve current s ?m oq'j'ﬂow this approach by
analyzing situational factors th fluence ta ayers&%h vior to comply with tax
laws. By examining factor ta]p ers mm‘eg'% control, the study seeks to

identify conditions tha% erfi gﬂ};‘o@h’m compliance behavior.
QT &
N N0 O
2.5 %?(198 |6€((§IO?I -Making Model
& é\

’ 4
Yv

Nearly all early e@%f'ch on tax compliance was conducted within the

.

fr§ rk of Allingham and Sandmo (1972), where individuals were viewed as
q mizing the expected utility of the tax evasion puzzle by weighing the benefits of
eating against the probability of detection and punishment. However, a few years

later, researchers began to acknowledge that compliance could not be entirely
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explained by financial considerations alone. As a result, the economics-of-crime
approach was extended to incorporate other variables, such as patriotism, al ,

fairness, morality, guilt, and ethics, which are now operated under t?{)}c of

behavioral economics. ‘k

Ethics as an influence on tax compliance behavio Nen analyzed by
a number of researchers. For example, Richardson & Sa 1), af well as earlier

work by Jackson (1986), acknowledged that the decisio com Iyw‘involves

Yv
ethical judgment. Both reviewed papers confirm@hics isione tfk @rtant

variables influencing tax compliance behavio IS f% orted&Alm &

X

Torgler (2011), who argued that ethics di acgoss i why the

@
mg
5

Q

decision to comply with tax varies nandividua ; mil@, Wenzel (2007)

defines tax ethics as a sense of mora%ation to ?es ;n:&fects tax compliance
0 S
-

behaviour. q
&
) J ¥ S

In discuss%\ S, previous tu(&ieb}‘ave explored ethics under two

’ F &
distinct realms: n:@ etf@wcripti‘v&m empirical ethics. Normative ethics
set out to answer, in a‘ratio nt, a@l:}i%ogmatic, and argumentative way, what
\ : !
people sho 0. As a resu rn{'ﬂi@e hics focuses on the development of ethical
Y
theory, stich as'deontdlogi rteleorbﬁcal, or utilitarian models (Leget & Borry, 2010).
% 5
L
i\ In contrast, descriptive ethics, which typically falls within the realm of

d gement and business, is concerned with the factual investigation of moral
ehaviour. The focus of descriptive ethics is on values, rules, preferences, and norms.

Disciplines such as sociology, anthropology, and psychology contribute to descriptive
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ethics (Leget & Borry, 2010). The main objective of descriptive ethics is to establish

the facts of the case, not what ethically ought to be the case. Therefore, normative

complements descriptive ethics by defining concepts, building valid arg@ and

deriving practical conclusions (Leget & Borry, 2010).

Based on the review by O’Fallon & Butterfield (%ﬁscriptive ethics
is a rapidly growing field. Before 1993, there were only S dies'. However, the

number of studies increased to 174 within a 19-year perl rom QM&

e \Y‘
< [ P18

Rest's Four Component Model is o pr% criptive theories.

Various theoretical models were developedﬂ$§e®"s original f@g\;ork (1986),

including those by Jones (1991) and@ (1991). e p@‘nt study aims to

understand the influence of ethics o@) \cg:'g%pl withrtax law, Rest's Four

N
Component Model will be utili ording t«(lQ@%i‘ndividuals undergo four

>

psychological processes to \c?ethI ehaviour @sequential process includes
I a oral behaviour.

moral awareness, moral,j nt, moral intent,

' g

A\ l\\_\.(f

Moral Moral Moral Moral
Sensitivity Judgement Motivation Character

45

E\ Source: Crane & Matten (2007, p. 131).

Figure 2.2: Ethical Decision-Making Model
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The first process involved in Rest's Ethical Decision-Making model is moral
sensitivity. It is argued that, for an individual to make an ethical decision, the indi
must recognize the moral dilemma that exists. A moral dilemma or ethica%\)n is
one that has consequences for other people. This process involves a ¢ ount of
thought in which an individual imagines the various possible actions and their effects

on other people. Rest (1986) further argued that a lack % moral sensitivity in

\d

X
of the ethi sltu@, the

me% rreug;s moral

e a‘lﬂecis base@?:noral ideas
i [ th@%uld be taken by

an individual by applying moral %ards to\sma o@Rest, 1986). Ethical
% ividlar @etency, as suggested by

recognizing ethical situations may lead to unethical behavi

Once an individual becomes sensitive or

moral judgment process is likely to begin. Mo

judgment is constituted in part

Kohlberg (1969). Y} ' N

C,) N
o‘uja'

The tWe of F \m s

prioritizing the amportance
“E{ :

&)hro h th cdrmrea'?on of values, individuals develop their

Narvéez,

Y
tions!’r Lpg the@\ical dilemma. Once the intentions have been

deci&hhe individual must @der whether behaving morally is as important as
b \g in a way that keeps the job (Bratton, 2016). Similar to Ajzen and Fishbein's

& 0) argument, intentions play a crucial role in linking moral judgment to behavior
t

he ethical decision-making process.



The final stage in Rest's decision-making model is moral behavior or moral
character. Moral behavior, also referred to as moral action, is defined as implemw
and executing a plan of action based on having sufficient perseverance,@w of
conviction, and implementation skills to be able to follow through on yﬂkention to
behave morally (Rest, 1986). In this stage, an individual's behavior is\Consistent with
the moral intentions developed in the previous stage (Rest & M 1994). In this
stage, individuals normally encounter pressures from the e '%ﬂ hat can lead to
unethical behavior. .\d‘

Y
T
In summary, Rest (1986) suggested es% pon@‘z—does not

ent i e model is

guarantee success in another componen‘w ch

conceptually distinct. The author furt?\%ed that th er @1 components in

the model is logical rather than chr(%ical. Ho\erm
% d'

?hnodel is not without

criticisms. For example, Saba (

link between moral judgme%horl
judgment develops i% ntly }

F &
Butterfield (2005%&%& thel \m el has.hot been completely tested empirically,
ies

N
s&?&%el presents a simplistic

@tics have proved that moral
row, éz *Ih‘mstein, 1975). O’Fallon and

ve a fe ks, with more attention towards moral

# J"C')

judgment a w intent. (_/
Q N
% ’ b)‘. <

Yv

A Despite several cri@s of Rest’s framework, this model is acknowledged

as Xfthe prominent models in descriptive ethics literature (O’Fallon & Butterfield,
& ). It has received considerable attention in many studies, for example, Hunter
1997), Bebeau (1994), and Ann et al. (2003). Based on the foregoing discussion, as

the decision to comply with the tax law involves moral or ethical considerations and

as only a few s
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ethics have been empirically proven by past researchers as one of the significant
variables impacting tax compliance behavior (see, for example, Ghosh & Crain, d
Reckers, Sanders & Roark, 1994; Song & Yarbrough, 1978; Trivedi et al@ and
Yetmar & Eastman, 2000), this study has selected the moral sensitivi@%ent from
Rest’s (1986) Model to understand the ethical decision-making of individual taxpayers

when performing their responsibility as a taxpayer. The ethicaiimty in this study

is operationalized using the Multidimensional Ethics Scale ; Wh"ch is explained

in the following subsection. .\d‘
Y
25.1 Multidimensional Ethics Scal\,z " N ?‘?
IS

The Multidimensional Ethics Scal i-item measurement

N
tool for ethical judgment that w, oped'b Rei nba@ Robin (1988) and later

&

refined in 1990. The originam co 'tec@that represent five different

ethical philosophies: justi rCtivism egoi ,luti@rianism, and deontology.
s $ &
\ é}

hy i tice, which is based on the ideas of

I @c@tlve is that equals should be treated equally

Aristotle. Theg}no on of
and un%khoulq- tﬂ“gt

philosopher, suggested that ea@_‘r?individual owes a moral obligation to treat other

N
‘$¢airly and equally.

The second philosophy is relativism, which is based on the idea that ethical

d @ually. Rawls (1999), a contemporary ethics
Y.

rules are specific to a culture, and that no universal ethical rules exist. Relativist schools
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of thought believe that ethical rules are embedded in specific cultures and that what is
considered right for one community is not necessarily right for another commun
proposed by Herskovits and cited in Fennell and Malloy (1999), "judgmer@}ased

upon experience, and experience is interpreted by each individual iféw of their

enculturation." i

The third ethical philosophy is egoism which a;ect 'of Teleological

Ethics Theory (TET). Egoism proponents contend th ac iw‘when it
Y'

ion produ abre_{e}ratio

an% rnath@‘rthen the
T
action is considered ethical conduct. Gert % fammius egoist phjé?opher argued

that human beings are concerned withﬂ@l-being andyact ac@lngly.
\ Y
A
o N
The fourth philoso%ilitarianis whic@f?inother concept in TET.

It is concerned with acting? aan ill pr %e the greatest good for the
greatest number of pe% ponents su e;tl thﬁthical behavior is the result of

d &
calculating and ev w possl'b \ll'ernativeghdt will best serve this end. It has also
been referred tosas thercost*
QK :

ethical con %out ringi lég@ct?st good for the greatest number of people.
& S
4(/ o572 <
.Y "

The final philosop@e(mbedded in MES is deontology. The fundamental

promotes the individual’s best long-term interests. If

of good to evil for the individual in the long

nalyaéﬁbproach to action, which proposes that

i eontology is one’s duty to follow legitimate ethical rules. An action is deemed
thical if the decision maker’s underlying principle perceives the action as morally right
Crane & Matten, 2007). Reidenbach & Robin (1988) later revised the 33-item measure

to contain an eight-item measure tapping into three ethical dimensions: moral equity,
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relativism, and contractualism. The broad-based moral equity describes a construct that

includes aspects of deontological and relativistic theories. Reidenbach & Robinw

claim that "decisions are evaluated in terms of their inherent fairness, justic(ﬁ\ess,

and rightness. Moreover, this dimension incorporates the idea of famﬂ?&eptance."

This factor consists of two items that were developed to representi@ justice-based

philosophy (fair or unfair, just or unjust) and a relativi 'Nal philosophy
X

(acceptable or unacceptable to family). Relativism, on the o is'concerned with

the importance of culture and tradition in guiding what is or wiron rlfluences
o N L a9
of culture overtake individual considerations. Finall ontragtua dlm onis

deontological. It refers to an individual's perce

an implied contract that exists between buSines

(1982), "an act is wrong if its pe aa

disallowed by any system of rules @jo one ¢

informed, unforced, and gener ent.

N

X~ i =
MES has widely in usfnesbthics study (See, for example,
’ ¢ &

jala, Z%;Nguyen & Biderman, 2008) and this

Christian & Gupta, ; Kujalla

scale is also adapted frsom

¢

Hudson an er, 2003) a cdﬁnt@ tudies (For example, Cohen, Pant & Sharp,
Y

| stuc{és.‘(For example, Fennell & Malloy, 1999;

1993, 1% 1; Cit Ier, &Y'éﬁuser, 2000; Marques & Pereira, 2009; Suhaila

Abwhnid, 2014). >
Wpime 9
Q Apart from being widely used, MES has the advantage of capturing a
€

rson’s belief in ethical judgment based on the different ethical philosophies. If

compared to Defining Issues Test (DIT) which is much more limited to questions of

57



justice, utility, and right-based morality, MES able to expand this. In making a moral
judgment, individuals use more than one rationale, therefore ethical decision-

&

>

is appropriate to be measured as a multidimensional construct (Hernthor@

Reidenbach, 1992). A

Despite the advantages of MES, it has also b Nized for some
?t:i

reasons. Hyman (1996) lists out four critics of MES which gu')us items, scale

development, factor structure, and omitted ethical rati . K 'ara\&d(‘zom) in
| . | \§
contrast argued that MES is lack of diversity. It over masculi ttr‘b%sa Grix

et al. (2005) questioned the suitability of the co : As{ ucts.qrg~ made up
of different dimensions of ethics and arew ed ih\ one 'ngle.@:geach. The

authors further argued that it is impowaap an appreach tf@% diverse and full
of different ideas into a single fa@jn dditl\m?h @face validity of the

N
measurement together with i ici
theological dimensions is a x i

nt of deontological and
cri . Ski
N

e @—Wman (1993) mention that
nt.
’ $ &

Q %b
Dua@num itics, t‘éﬁ researchers attempted to validate and
@

extend ME %lg them are oﬂ'en® I. (1993) who revised MES into a 15-item
% N
scale re@n/ g allithe.fi ‘ﬁthicﬁilosophies in an accounting context. The study

use mple of accounting@dents and members of the American Accounting

MES lacks a religious

\ion. The items showed high reliability with scores ranging from 0.86 to 0.96.
herfinalized 15-item scales consist of four items representing moral equity, two items
0 measure relativism, and three items each for the contractualism dimension, egoism,

and utilitarianism.
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In associating MES with tax context, Cruz et al. (2000) revised Cohen et
al. (1993)’s version of MES. Cruz et al. (2000) analyzed the ethical Judgment
the tax practitioners. All the five philosophies are confirmed by the stud@
influence on ethical decision-making among the tax agents. Howme major
influence is derived from moral equity and contractualism. Cruz et aIWOO) version
of MES has been tested in tax study, it is therefore, appropriatﬁworesent study to

utilize this version. With high-reliability scores for the m y,'contractuallsm

relativism, and utilitarianism dimensions, it proved that is arelia surement
scale to gauge ethical sensitivity influences in tax pllan eb vbu_{')

S 5

2.6 Tax Compliance from Is@hrlstlan dd@‘n, and Hinduism

Perspectives T <\
o S
Q—

Tax complianc ort eva i ell- e Ilshed discipline that can be
viewed from various d suc Iaw ub'ho@ance economics, and accounting
(McKerchar, 2010)! owevei éﬂfﬁlmlted studies that address this
phenomenon fr ious ts T&ajﬁ%ost comprehensive review of the ethics
of tax eva5|o arel |ous erﬁet‘(jgwas a thesis work of Martin Crowe (1944),
as cited : M(‘,G ; |zba-i&2015) The thesis reviewed the theological and

phil 0 ical debate that had lx%ﬂ’ongomg, mostly within the Catholic Church, over

t ous 500 years. Other studies that have incorporated the religiosity domain into

: tax compliance studies are Yucedogru (2016), Mohd Rizal Palil et al. (2013), Nor
aihana Mohd Ali (2013), Tekeli (2011), and Tekeli (2013).



Notwithstanding studies that analyzed religiosity in general, some studies
attempted to address the issue from various religious perspectives. For example,vm
(1998) and Tamari explore tax evasion from the Jewish perspective, Whil@berg
(1998) discusses tax evasion from the viewpoint of biblical literature, ﬁ'&onbacher

(1998) argues from the Catholic perspective. While studies focuseain Christianity,

McGee (1999) elaborates on the issue by perceiving it from{\*f;ve erent religious

recént study was by

f (;\lﬁegdzeligions,
Y'

Hinduism and Buddhism, which are the major religio Asia. I _\L}

0 4
N
For the current study, tax COW or nis @ssed through
the perspectives of four major religion sia: Isla
Buddhism. (,) \Y
Sy
\ ‘io
(i) Islamic Perspe%o' tax]t' %\

Tax has b% rentl;:‘ efin ‘_k!y’fa' previous Muslim scholars, for

example,Imam Al- ali ancl I-Ju@d define taxation as what the rulers
obligate to richw ocC
@ (.?
and when there 1s po fund in.ba Iﬁ:aI(\_/y ile Imam Al-Ghazali and Imam Al-Juwaini
Y
focus on.t ligatid ?h pe%'@ this is slightly in contrast with the definition
provi y Yusuf Qardawi @5), where taxation is defined as an obligation that
@s have and give it to the state without getting a refund from the state to finance
Q ic expenditures and to implement various economic, social and political

evelopment.

thoughts: Jewish, Christian, Muslim, Mormon, and Baha’i.

Benk et al. (2015), who undertook a comparative anal

t ca@%ﬁke state and people interests fulfilled



In Islamic law, there are three types of taxation which are jizya, kharaj, and
‘usyur. Jizya is an individual tax that must be paid by kafir zimmi that is thomv
Muslims who live in an Islamic state and obey the government regulations i@ting
life, safety, liberty, and other human rights, while kharaj is a type oﬂ;ﬁax that is
applied towards land that the Muslim obtain through war and then mturned and

worked by the owner and lastly ‘usyur which is trade tax or c*toh%cluding import

NS \y
To clarify, Islamic teachings are clear in many issuesfin t sbf@ and
Haram, where there are explicit texts in ran{ ith. However, in

KXY

hether it is

and export.

contemporary issues like taxation, there arésno

halal or haram. Therefore, Islam gav\%

diligence (Al-Ttaffi & Hijatullah A%Jabbar 31_ xﬁﬂding Committee for
N

Scientific Research and Fatwa 994°thr0 @ fa@- n tax towards Muslims

%

stated that the collection of?@d \A[ Int aUtSL es are all forbidden (haram)
and it is not permissibl gover‘r‘l ueﬁ‘irhmg'tax on its citizens. Furthermore,
Y

non-compliance could, be viev'e
similar vein Ahw{ 99) i

rmiss if it is imposed on Muslims. In a

fk or(‘jﬁéiness Ethics in Islam argued that there

¢
IS no duty t g@y tax'that r ulfg ir(E)ches being raised, such as sales taxes, value-
Y
added t% ariffg. ThisAi ratuyrsgaso further indicates that there is no duty to pay

tax h&based on income. Tt@ﬁinion is based on the arguments as follow (a) Allah

sa \he Holy Quran”: “Oh you have believed, do not consume one another’s wealth
n

stly but only (in lawful) business by mutual consent...” (Surah An-Nisa: 29) (b)
asulullah s.a.w. said: “Do not despotically. A Muslim’s wealth is not halal unless it

is suitable with the owner’s willingness (Hadith from Imam Ahmad) (c) Hadith from
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Fathima bint Qais r.a that she heard Rasulullah say: “There is no obligation towards

the wealth but zakat”. Y'

In contrast, some scholars suggest different views. This sef*plnion is
in propositions that taxation can be a Muslim’s duty when the state requires the funds.
Prophet Muhammad said: “There is another obligation on Mlth apart from
zakat”. This argument is strengthened by the principle of }?;1 tated that: “the
smaller can be sacrificed to avoid the greater one” (Khoi ud tw .pg.218).

N | | \yf
Jalili (2012) states that there is an absolute duty for ims to/pay, tdxe_ém y in

cases where the government is a pure Islamic at % ria l@?n cases

tate, Q\X).Iigation to
Ar @%nan Muhammed

Ibn Khaldun in his book Muqgadi age 38 \e(g Q‘Q%I‘e please spread the

. . . @ ; > :
taxation fairly and equally to al without treating e ne more important than

in‘]e ommunity %his wealth...”. Imam Malik

anyone else because of his %
as cited in Ziauddin /% unaw.

% rlq I“'&@ Fahim Khan (1983) page 129,

quoted that, “If th ere f@h&: treaién/or the needs of the army increased

above the capat'% e tre ? statt‘tjés' the right to levy taxes on the rich up to
¢
the level th %B

ies that ne il‘ﬁm diately and until the revenues of the treasury

N
appear. Zahra (1965)" ‘ptherﬂ?nd posited that the imposition of tax could not

meaﬂkhey replace the zak@zakat is worship and must be paid in all cases while

ta \Id be imposed only when needed. While there are contradicting views on the
Es

@ ing of taxes Qardawi (2000) outlined four conditions for imposing taxes which
re (a) true needs of funds (b) just distribution of the burden (c) proceeds must benefit

society (d) approval of the shura body.
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In the Malaysian context, the Malaysian Islamic Development Department
(JAKIM) in National Fatwa Committee Discussions 2015 is in the opinion th?‘!
permitted in Islam if the Government collect taxes to fulfill citizen masalih @jl\yyat
(the essential) and Hajiyya (the complementary) for example t ill social
responsibility and the interest of the citizen. They further clarify tha?ﬁma likelbn
Hazm, Ibn Taimiyah, Ibn al-Musili al-Syafi’l, Ibn Khaldun E%Nle Government

to impose taxes to the citizen sufficient to meet the public (Jat'atan Kemajuan

Islam Malaysia, 2016). .\d‘
Yw

| &
() Christianity Perspectives on taxati 4 \/T
\ <
tax e)éhon from the

The most comprehensive sti n jthe eﬂ‘ics

Christian perspective was Michael Crowis 1944 study, as Ci dir@%Gee (1999). This

study concluded that Christians sho@syjust tax\aﬂl_§| ?t I‘{C-LS\IO ethical duty to pay

q v,

unjust taxes. Schansberg (199 d in McG (QOl@g. 5), suggests a different

view that one should usuall@ wt xes but s@ to certain exceptions, which
sa

he referred to in the Bi% ge,‘: M;&us‘&sked whether people should pay
taxes to Caesar, J@ied @ ould gQg{% Caesar the things that are Caesar's
and give God th@ that i S({?jéf)assages in the Bible may be interpreted
to take an Qut) view. R‘l 5{3: -c?for example, is read by some to support the
Divine %King%, i ? holv\at whoever is in charge of government is there

with& approval, and any ho disputes that fact or who fails to obey is subject

to;ﬁ\ation. It is a sin against God to break any law (McGee, Alver & Alver, 2008).

Gronbacher (1998) takes a slightly different position whereby, after

reviewing Catholic literature, the author concludes that the traditional Catholic teaching
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on taxation is compatible with the classical liberal view that taxation should be kept to
a minimum, and that the state should only implement activities that benefit all. Pw

(1998), a Christian scholar, on the other hand, posited that it is not unethi@}fuse

to pay tax if the proceeds are used to finance war. A

(i) Buddhism and Hinduism Perspectives on taxation‘ \,

There are limited theoretical or empirical studi ddress the issues of
tax compliance from the perspectives of Buddhism and ism. M gmp‘iirri'cal
undertak legﬁazt al.

ur% ed be@gen 2010
T
re ob?ose to ta@sion. Some

and 2014. The findings reveal that Bui iSts
variables tested against the attitude of eating are fou be @ficant, including

age, education level, income Ieve(‘yernmen\eﬁgns' Wity; and confidence in
a% i -
i

studies that includes the views of these two religi

(2015). This study utilizes data from the World

democracy. The elderly, well-e ndividualsyand t ) ho have strong support

A

for democracy tend to be Y\;oni pposed tgeating on taxes, while lower
ili re

scores in government % ty f‘ c‘m'de'rbwho rate themselves in a lower

social class tend t;@morelac\ance of ting on taxes.

collmAto levy the appro@ tax for their benefits (Waldauer et al., 1996).
‘% , Bose (2012) found a significant association between the ethics of Hinduism
q tax evasion. In a study by Azharul Islam, Md Harun Ur Rashid, Syed Zabid
ossain, and Rubayyat Hashmi (2020), Hinduism is negatively correlated with tax

gvasion.



Table 2.1: Summary on tax perception according to Islamic, Christianity,

Buddhism and Hinduism perspectives
Islamic It is permitted in Islam if the Government collect taxes to fﬁil itizen
masalih Dharuriyyat (the essential) and Hajiyya (the cormken ry) for

example to fulfill social responsibility and the interes itizen.

Christianity Taxation should be kept to a minimum and tha State should only

implement activities that benefit for all.

Buddhism Buddhists opposed to tax evasion

Hinduism Taxes should be set and known to the taxpayers in ter
and time to pay so that it beco ier for the col ors’ tﬂew the

appropriate tax for their benefi

i

D =
o

q
2.7 Hirschi’s Social §I The &
X
&
X |3
Tax evasion is

llegal an J'Ieys/r een considered an ethical act.

Numerous studie&\n&wted ver the past <*Ziérears on tax evasion and ethics have

N
highlighted thtmetan e of ethi }Ilcoré)ﬁe'rations in complying with tax laws. Some

researcher@ ar as/ classif ng&-évasion as a crime. Burton et al. (2005), for
' 4
e

example,“believe that t vﬁsionxts-a form of white-collar crime and compare it to

N
tWK r offenses, includih'g(?ape, murder, and drug use. Similarly, criminologists

%ategorized tax evasion as a type of white-collar crime (Potas, 1993). In the

OIaysian context, the Inland Revenue Board (IRB) is taking a more aggressive

approach by pursuing criminal action against tax evaders (Aruna, 2012).



The Social-Control theory is a relevant theoretical framework to use in
examining the relationship between religiosity and tax compliance. This theor
that social control, which is a set of mechanisms that individuals and ﬁﬁ\e to
regulate behaviour and ensure conformity to social norms, can reduce ﬂ&lihood of
deviant behaviour, including tax evasion. Religiosity is one of thmrs that can
provide social control as religious individuals are expected tg_conférm to moral and
ethical values and norms, including the duty to pay ta ?.

incorporating

religiosity as an additional variable to the original MA odel, M}: aims to

_ X
omply wi Ia_\@ue to

d p&d’lc is ca,q}:)ntrlbute
to a better understanding of the role of r os

omating tax@‘mpllance and
inform policymakers and tax authoNDdevelopin

compliance among the population. \?

% Q—
Social control t@/hic[ SO @own as Social Bond Theory,
was developed by Tra% hi in 1969.

|§ t y is one of the most frequently
tested in criminolo Ndelmﬂ

control theory elve

examine whether religious individuals are more likel

the social control provided by their religious beli

>
J?

'nquiryéﬁwr the last 40 years, Hirschi's social

ntial é‘()lrlcal verification (see, for example,

{
Cretacci, 20 ner ZGOQ(JJC—%ger&Marshall 1997; Longshore & Chao-
Y
Shih, 2004; Messinal’ } 19 Wiatrowski, Griswold, & Roberts, 1981). The
estion of this theo@?ﬁt makes it unique compared to previous control

t |s why some people engage in deviant behavior while others do not.
G amentally, Hirschi (1969) theorized that delinquency is a consequence of an
dividual's weaker or broken bond to society.
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According to Hirschi's Causes of Delinquency (1969), there are four
elements of the social bond: attachment, commitment, involvement, and
Attachment refers to the emotional ties that an individual has with various @onal
institutions and people (Cretacci, 2003). The emotional attachm retlcally
prevents individuals from engaging in any deviant act because theyWre likely to
care about normative expectations and do not wish to harm ationships with

Vol

others (Cretacci, 2003). Attachment can be to institutions

community organizations, such as mosques or churches. .\d‘

rents, schools, and

The next element is commitme mit@ S to\ydividual

engagement in conventional goals and activiti ( een

has the motivation and ambition to M}ccupaﬂon
likelihood to engage in dellnquent jour is !e\r\_‘sg.Wia

that adolescents who prlorltlze aI and hed |gt|c2(§§e%ts of life such as having

d e@%tlonal goals, the

-\{I et al. (1981) added

a car, dating, smoking, or dki r Ike totSQ mitted to education.

[

:
The Kementl ment e amount of time a person spent
pursuing conventionalNaspirati lretac 1,&%03). In pursuing ambition, the amount

¢

of time sp %a tivitie sz,‘;oqs?ecreation and family rituals will restrain
Qv Y
delinqu% is isdh mor%:ﬁ\e is focused on such activities, and they have

Iess to attach to delinq@éctions.

Q Finally, the last element of social bonding is the belief in conventional
orms. Hirschi (1969) posited that those who strongly believe in the moral validity of

shared social values and norms are less likely to deviate from them. Religious
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institutions are assumed as the responsible organization to instill normative beliefs
and foster individual attachment, commitment, and involvement within a larger &?’U
Hefurther elaborates that, by strengthening an individual’s bond to soci@ious
institutions should deter criminal behaviour (Baier & Wright, 2001).
X"
While Hirschi’s Social Control Theory did not ini 'Nlude religiosity
%e t theorists such

as an element, it has been acknowledged as important by ot

as Durkheim. However, Hirschi did address religiosity inthis late WM‘IIfire and

Delinquency"”. The basic premise of social control t

ligion, as a

vaIue@ieter deviant
h t@‘our elements of

attachment to religion, commitmen ligion, |\|\<%we @'eligion, and belief in
& )
‘% &

bonded to conventional social control will avoi q
form of social control, provides fundamentalsupport ts\sou

behavior. An individual’s religiosit&anction thr

conventional religions.

Attachme i rs the\a‘otional connection to religious
’ F &
institutions and |K als. Inil \.HG who ss this emotional tie is expected to
volve i '

be less likely tosi n 'tbeh V%ﬁr. Next, is the commitment to religion.

This is wh c@Jion rovi %t@}% and motivation toward success through
Y

conventional means 6f.achi yemenéeommitment to religion deters individuals from

eng in a deviant behav@"that will affect their current position. Moreover,
inE\&nent denotes that individual who involve in religious activities are expected to
r

Q ct individuals from delinquency. Religious involvement could foster the
evelopment of social networks that reduce criminal activities (Gottfredson & Hirschi,

1990). Finally, religious belief. Most religious beliefs encourage people to embrace the
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tenets of the religion with proscriptions against delinquent behaviour (Kim, 2003).
Based on the basic premise of social control theory, religir@ef is
theorized to be an element of social control that is able to restrain delin ehaviour
together with other domains such as family, school, and neighborhoo
Despite the failure of the Hellfire and Deling (ypor]esis to find an
inverse relationship between religiosity and delinquen ther e!@h@é who are

‘\Yv

interested to clarify the relationship between religi elief and ndue have

successfully found the association, for exampl &@ 974)'\&.hrbaugh

; herefo&; mentioned

eor@qt‘n other domains
AN

& Jessor, (1975) and Elifson, Petersen &
above religiosity is incorporated into&aal Contro
such as family, school, and neighboﬁgﬁ. \T

% i ot

\g &

The aim of t resént st iIshto anéﬁe the association between
-7

religiosity and tax cor% beha\:‘i . e{/asbt or non-compliance with tax is

considered a devi ehavioI e by researchers, as discussed earlier.

Therefore, the sﬂ% sto i} Soc@}&fontrol Theory to the religiosity domain
¢

and analyz Impact’ on_ t Cgrrelcj%ce behavior. Renowned scholars in tax

N
compliarice, reSearch{’s ?Alm‘QTorgler (2011) and Torgler (2006), have also

ackm&ged the association@ffeen religious membership and criminology studies.

QE As previously mentioned, the Social Control Theory comprises four
lements: attachment, commitment, involvement, and belief. The current study aims to

explore these components of the theory, with a specific focus on the religiosity aspect,
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to measure tax compliance behavior among taxpayers.

A critique of the literature that addresses the religion-deviance@ship
is that the variables used to conceptualize religion are superficial in thﬂ&are often
single-item indicators (Chard-Wierschem & Deborah., 1998), Whe¥s~religion has
many facets and is thought to be multidimensional (Batson Nrade, 1991). In
addition, some have also pointedly argued that much of t merrch on religion
suffers from the assumption that religion is one-dimensio rth iw‘ccurately

Yv

conceptualized by utilizing some measure of chu ttendance aﬁs,_@llens,

Dunaway & Burton, 1995). From a sociologi rsp% olar\%ee with
T

idi sionaJ%cause religion
tua@ by single- item

criminologists that the best measures of reliw m

is a multifaceted concept that canno %uately co

constructs (King & Hunt, 1975, 19@) \T
dgnr tha Th@ial Control Theory is the
t :

Despite the a W
strongest criminologi in ex
’ &
criticisms. Matsue wSQ), (lrl\E\t at Hi i’s Social Control Theory fails to
explain the stren{ he d va(l:efs(‘faetween individual and different times.

!
Second, Wi S@ Y f )ér%?

effect offsogio®econoim ysan

E Notwithstanding the number of criticisms on the theory, prior studies have
roved that Hirschi’s Social Control Theory has more empirical validity than the

subculture and differential association theories. Unlike earlier theories such as strain
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theory and cultural theory, which are less capable of being empirically tested due to the

inability to operationalize their major independent variable, Hirschi (1969) pw

empirical measures for their major concepts (Kim, 2003). Furthermore, th@ has

received substantial support and has been validated across a range of stﬁﬂ&naking it

one of the most influential and well-supported theories in criminol@gy. Despite its

limitations, the Social Control Theory provides a compr Wframework for
. 4

understanding the complex relationship between social b

including tax evasion or non-compliance. ‘\d‘

NN
2.8 A Review of Relevant Past @Y' w\ év
N S

Hig t ortkﬁ&viduals (HNWIs)

\g S
I
The issue of tax.compliafi on‘gé)}@h-net-worth individuals is a major
L&\& acrols@lobe. rding to the OECD (2009), "high-net-
N
fers)to,in '(}ulals e top of the wealth distribution and thus
Il in?vi ualé\\&d high-income individuals. The OECD (2009)
s:E WIs po sﬁni@m challenges to tax administration due to the

co% of their tax aﬁ;?s, their substantial revenue contributions, their

‘%mities for aggressive tax planning, and the impact of their compliance behavior

che integrity of the tax system.

d'viant behavior,

2.8.1 Tax Complianc
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Worldwide, the HNWI population between 2006-2007 was 6%, but
emerging markets, particularly in the Middle East and Latin America, had the Wéﬂ
regional HNW!1 population gains, increasing up to 15.6% (Merrill Lynch @}nini,
2008). In the Malaysian context, according to the OECD (2013), WI is an
individual whose total net personal assets or total net joint assets mheir spouse

exceed RM3 million or its equivalent in foreign currencies, e‘!widlthe value of the
t

individual's primary residence. The Knight Frank 10th E hel Wealth Report

2016, a real estate agency and residential property firm in oMc‘)rted that

the population of HNWIs in Malaysia in 2020 Wzﬁ% (The Star, 1&)._@1Y;tics
obtained from the Inland Revenue Board of a (J{ w th@yzlthough
the ta@s; individual
taxpayers), they contributed 11.95% @al collection”in 2®0f total ordinary

individual taxpayers. (') \>?
@
‘% " &
\) &
Tax compliant?s' eer' ens elyst‘%rched, but studies on the
- n

compliancebehavioro%x WOI’EL] di “uéls‘@\IWI)arereIativerscarce.There
MC inc

have been only a fe dies orl

HNWIs comprised only 0.32% (total of MINW :div'

Al-Zageba & A% an ( 'd G & Torgler (2020). In Malaysia, there is
¢
also relativ %}d publishe esé'ar@‘;a tax compliance among HNWI, with studies
Y
such as those by Rasyi Rosﬁ&.ing L.M., & Roslani Embi (2018).
Y.
N
{
%\ Gangl and Torgler (2020) conducted a review of existing evidence from

d us academic fields, history, and practitioners. They concluded that the tax
ecisions of the wealthy are based on specific interrelated political, economic, social,

and individual differences, which have associated psychological consequences.
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Braithwaite et al. (2002) conducted a study based on risk ratings of 207 potential risk
issues identified from 1997 and/or 1998 tax returns for 235 HNWIs and the entitw
control. The study revealed that there are five red flag issues that alert ta@rs to
aggressive tax planning, including trust distributions (especially capita ibutions in
cash to the HNWI), capital loss creation (especially through asset salesybut not revenue
loss creation), use of an offshore entity in a country that may Nven, utilization
of revenue losses via intra-group transfers (within the gr bmtits controlled by
the HNWI), and other extraordinary risks that fall betwe ecr

In a more recent study by Al-Zage

ks.

@

individual taxpayers who work as medical“doct

were studied, and it was found that co xiDnegatively

tax law, while fairness had a positi\%signific\wc

N
law. Their behavioral intention ly afpected mco@gnce behavior.
A
\ J 2
Zooming %r Mala} lan ntéx@é study by Rasyidah Che Rosli,

F &
Ling L.M., and Ro Q“\Embi (2‘ \N e firs y to utilize actual audited data from

tax authorities. {he findings 'u

¢
involvemen %)rofe siopa inﬁuch}e ax compliance among HNWIs in Malaysia.
Y

1)) S
A“’ 5

Going back to th@ﬁnition of "high net worth individuals™ posited by

%(ZOOQ), which includes both high-wealth individuals and high-income

d iduals, professional groups like doctors, lawyers, and engineers are considered
i

gh net worth individuals. This has been mentioned in OECD (2009) where

rw'\l%ir attitude toward tax

dy @)%frmed that the source of income and the

accountants, lawyers, and doctors' income are generally steadier than that of highly paid
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employees. In the study of Erard and Ho (2003), judges and lawyers rank fourth in the
average level of non-compliance. Similarly, doctors and dentists rank high in t?ﬂ
the average estimated dollar level of noncompliance. A consistent findi@been
arrived at in the study of Artavanis, Morse, and Tsoutsoura (2015)."Ehis study
concluded that doctors, lawyers, engineers, and accountants are amomhighest tax
evaders. These are services that require advanced degrees an Nation, and their

revenue depends on reputation. '

i _@
2.8.2 The Influence of Motivation in T pl% \,T

and performance is motivation. N@&jtio

hundred years, with various m

issue. Motivation refers t Xr'
(Broussard & Garrison%. his d“ iti

& Deci (2000), wh h{otivatiTn to beggcilse,d to do something, or as suggested
by York (1976@ mo \}ls assel}&fed with the internal forces within an
individual %ﬁ th ‘ tis{/ @?idual needs. Some researchers argue that
motivation sefeérs to th t to Tch persistent effort is directed towards a goal
(Dung&et al., 1998). While @us scholars attempt to define motivation differently,

several'studies have attempted to define motivation according to intrinsic and extrinsic

Q ivation (See, for example, Gottfried, 1990; Landen & Willems, 1979; Latorre,
insler, Carlton, & Winsler, 1998). According to Deci & Ryan (1985), behavior can

be intrinsically motivated, extrinsically motivated, or amotivated. The Self-
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Determination Theory (SDT) explains the idea that distinguishes the different types of
motivation. They are of the opinion that different types of motivation are wm
according to the different reasons or goals that give rise to an action. The@aces

the types of regulations on a continuum between self-determined (intri tivation)

and controlled forms (extrinsic motivation). i

Q)

Based on the past studies which used MAR ZI as'the underlying

framework of the study, Abi Dzarr Alghifari Wijanar We ka@oldzind Tsay

H.H. (2015) also defined motivation according tot@ﬁnsic and e ndc _(;\GRYeE)ts.
This proves that the concept of intrinsic and insic r%' S an@aropriate
concept to be used in understanding moti\,N@Yv:l indiyidual Y\:iour. More
importantly, the current study is intere@ concept

Kleven, Rasul, & Rincke (2014) Wh@s.ldied m\a&'&t o@ply with local church
N

tax in Germany. The researcheu%e into i xt&@ concepts of motivation

aviour. fore, the present study aims

in understanding the taxpay@!iar:‘ e
to utilize this extrinsic% sic concept Jndehanding the behaviour to comply

g 3
with tax law. /&\ @ %CJQ
&
(’} AN C,)O
[ 3¢
2.8.2.1 rinsitaad&rinsi@otivation
A &

\ In discussing motivation as a concept for predicting tax compliance

& vior, a published study by Gangl, Hoffman, & Kirchler (2015) hypothesized that

ere are two groups of taxpayers: those with enforced motivation to comply and those

in t@Qﬂde of Dwenger,

with committed motivation to comply. The study used a sample of two groups of self-
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employed Austrian taxpayers and Dutch entrepreneurs. The results reveal that enforced
motivation is negatively related to tax compliance, while committed motiva

positively related to tax compliance. This study, however, referred to mo@as a
general concept, which is different from the current study that focuseﬁAﬁe concept
of intrinsic and extrinsic motivation. This is because people are motivated either

intrinsically or extrinsically (Ryan & Deci, 2000). Fur;ism Frey (1997)
ine

acknowledged the relevance of intrinsic and extrinsic moti Iairling compliance

behavior. .\d‘
Y'

% | &
The definition of intrinsic motivation en distu nusqggus ways
by various scholars. A renowned definition W sted*ﬁy Ryan & D&BOO), which

defines intrinsic motivation as motivationthat.@riginates Witl@ e individual and

results in enjoyment in the process %reasing x% @y. Baker (2004), on
E y N
the other hand, defines intrinsi%’ ac&?&)y or behavior voluntarily

ion as doi
for its own sake and the in% n i @ derived from participation.
This definition is si at i abh' (1993), who states: “Intrinsic
'3 &)
motivators are an wlou@werson’ gagement in the activity; they arise
from the person%: gs a activ@ nd they are necessarily bound up with

@e of those definitions, Deci (1992) proposed

Y
that intrifsically motiV ?avio‘lsl,\are performed out of interest and thus require no

‘cre\onther than the spQ\ﬂQ{eous experience of interest and enjoyment that

a nies them.

0 Based on those definitions suggested by scholars, some keywords emerge

in the definition, which are voluntarily, pleasure, enjoyment, interest, satisfaction, and
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no rewards. Therefore, it can be concluded that individuals who are intrinsically
motivated perform something voluntarily without looking for a reward anw

perform those actions to seek pleasure, enjoyment, and satisfaction. ('}

In discussing intrinsic motivation and its relation to tax coﬂliance, several
theoretical papers have been published, such as Dwenger et al. (2014)%and Halla (2010),

which directly analyze the influence of intrinsic motivati n trx compliance.

Dwenger et al. (2014) specifically examined the ro int 'nW\‘ation in

o NS
compliance with the local German Protestant chur and fou vlde_@a of a
particular form of intrinsic motivation, where s have'a desife to CQE[.)W even

ot

¥

in the absence of enforcement.

Q\T

4

The Self-Determinati

between intrinsic and extrins%v ion. insi ivation refers to doing

something because it is inh I nteT j , While extrinsic motivation

refers to doing somet}‘%c use it leads :alseaﬁble outcome. Teo, Lim, & Lai
(1999) provide z;gjr defi
performance ofaan activity

valued outcomes that are disti tf'rorcj?e activity itself. Individuals are motivated
Y

it is eived to be instrumental in achieving

extrinsigall n théy }/en b@(ternal factors, such as rewards and recognition,

QE In analyzing the role of extrinsic motivation towards tax compliance, some
mpirical evidence has been observed (See, for example, Dwenger et al.,2014 & Smith

& Stalans, 1991). In the study of Dwenger et al. (2014), the findings confirmedthat
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recognition through social rewards for compliance causes the extrinsically motivated
to further decrease their underpayments. Another recent study is underta?w
Rillstone (2015) who found that the use of rewards could be more effectiv \rove
and enhance compliance behaviour. So far, very little attention has beerﬂ;No the role
of intrinsic and extrinsic motivation towards tax compliance particulaYi.n' the context
of Malaysia. Therefore, the present study aims to close this li M by examining

the role of intrinsic and extrinsic motivation towards c ehaviourin the

context of Malaysian taxpayers. .\d
g

2.8.21.1  Intrinsic Motivation CV
\t Y
There have been nu tudi ave Fféed intrinsic motivation
é S
.O%Cum

o
with the concept of tax morale n%’u} , Zoﬁey, 1997; Torgler, 2005).
i a@to pay taxes (Torgler 2003a,

Tax morale refers to an ind 's intrinsi tiv
)
2003b, 2004; Cummings'et al:, ZOCQ &‘S@P/neider, 2006). Taxpayers who have

high tax morale c@\oluntz‘rily ause Q@bbelieve that paying taxes is their civic

duty and that i Mbut stot ettarrp_eé}of society. In contrast, those with low tax
' 4

morale m | gtiilt ormf?z if the Qaﬂ to comply, or they may be motivated solely

by the :%unishr{e i eEiproQ%y is another intrinsic motivation that can drive tax

*

N

co behavior. People \7(74%? have high tax morale may be motivated to pay taxes

%wange for the benefits that the state provides to them (Luttmer & Singhal, 2014).

Otinsic motivations, such as feelings of pride, positive self-image, and a sense of civic

duty, are among the key drivers of tax compliance behavior (Andreoni et al., 1998).



One of the earliest tax morale studies was undertaken in the 1960s by the
"Cologne school of tax psychology™ (Schmdlders, 1959), which tried to conn
economics and social psychology perspectives. It emphasizes tha \)mic
phenomena should not be comprehended only from the traditional neﬁ%cal point

of view. Tax morale is found to be an integral attitude that was relatmx evasion.

The tax morale theme has been well researche i zglerl(Torgler, 2002,
2003a, 2004b, 2005, 2007). Torgler analyzed the in e off ta Is, on tax
compliance from various angles and perspectives. A ts werg m b" @er to

study tax morale from cultural perspectives (?.& To% : TQ@}, 2003,
. Torgler

2004b, 2005; Torgler & Schaltegger, 20 0? eide%&& and the

influence of variables such as institut\%}iosity, de rac@ﬁst, fiscal policy,

corruption, and governance quality ﬁ%morale \gl% oei:,\zoosd, 2004b, 2005,
9 e prencs

2007). Some researchers have ined the influencesgf various variables on tax

&
ron@ocetti, 2011), policymakers'

istr |‘9h @nmerehne & Frey, 1992), tax

no, 2%@){ decentralization (Guth, Levatti &

a et eﬁ‘ﬁOlG; Nor Raihana Mohd Ali & Pope,

& oS
&¢

A This study, how \b}’attempts to limit the scope of study to the variable

Sausgruber, 2008), and religi

2014).

\)nly. To the researcher's knowledge, this variable has not been widely explored

o%s
@ e tax compliance literature, especially in the context of Malaysia.
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282111 Trust
“Virtually every commercial transaction has within itself an element of trus%\nly
any transaction conducted over a period of time” (Arrow, 1972 pg 376?\

As highlighted by Arrow (1972), the element oii\!g a fundamental
factor inalmost all commercial transactions. The parties i mand for trust
for them to be part of the transaction. A tax matter is a co m.(?ro'adipsaction.

Y-

The taxpayer seeks trust for them to comply with . df L@ as a

ed b)@mber of
scholars (See, for example, Feld & Frey,

Gangl et al., 2015; Hammar, Jagers, N& irch@ioelzl, & Wahl,

2008; Kogler et al., 2013; Lavoie, LISI, 20 @M' Scholz & Lubell,

predictor in the behaviour to comply with tax

1998; van Dijke & Verboon, ahl ?(astl ger, @rchler, 2010; Bornman,

2014). \ I
Kirchler %;08) ropos He’@pery Slope Framework, which

identifies trust in wormef of the |aI determinants of tax compliance.
According to the framewo thor ust be trusted by the community to
enhance v ar co Ii (II’(Q;? describes the relationship between tax

authoriti xpaye "Ser\n@ Client" relationship, where tax authorities serve

the ;A‘mty and are also p \f’the same community as the taxpayers.

QE In contrast, Feld and Frey (2007) view the relationship between tax
uthorities and the public as a "psychological contract,” characterized by strong

emotional ties and loyalties. Taxpayers expect to be respected, and if tax authorities
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demand honest income reporting, it is essential for them to treat taxpayers with respect.

Both Kirchler et al. and Feld and Frey highlight the import@trust

and respectful treatment in fostering tax compliance. This underscores f*d for tax

authorities to establish and maintain positive relationships with taxpayers based on
study,he termed voluntary taxpayers as “intrinsic tax ”. Thi§ in

the taxpayers who have feelings of ObligatioT % .
seyindi

factors, especially government institutions. 'vk{ua pect well treated

mutual trust and respect.

dta \yer is

by the authorities. The behaviour of t “intrinsic taxpa

amount of trust they hold towards t@tical sys\m.e I

the collected tax revenue. This4 f

cited in Torgler, (2003b) pa@mho’s : N
(,J N
o‘vjf &)

“ Much of th'a;@gth ar isiency y Government, in procuring and
1

securing W s to i)le, (Ejgéﬁds on... the general opinion of the
¢
Goodn %atG ve nt" (JC’)
Q’ é\\
& v s
A The author furth, ﬂ%éntioned that “tax is a price paid for government

\actions” (Torgler, 2003b, pg 196). Thus, if the government acts trustworthily,

ublic is more willing to comply with the tax law.



Kirchler et al. (2008) and Torgler (2003b) have revealed the importance
of trust in shaping compliance behavior among taxpayers. Their findings confiwﬂ'
that high voluntary compliance can be achieved if a high level of trust is@d.
Similar findings were revealed by van Dijke and Verboon (2010), wh cted a
combination of experimental and field studies using a sample oWrgraduate
students. Another experimental study was carried out by W. N (2010) who
analyzed the variable of trust under the Slippery Slope Fr %k.'T']is computer-
aided experiment also produced comparable findings w po ti\w Pf trust
was observed on tax payment. Hammar et al. (2009 onfirmed ie’ f@‘g-s
Using Swedish individual survey data, they ana e p%p' taxq/x;ion of

T
ten different taxes. The findings revealed tw ust i'H‘po icians b&n effect on

motivation to pay tax. \) é
\ Y
A
? & %
Based on the revi erature aboyesxall % tudies confirmed that
trust towards authorities i€ s@hifiT pre icto@ax compliance behavior.
Regardless of the diffe%w’ ethodelog hé fh@hgs were consistent. However,

s
in the context of W, therf Imite arch that attempts to examine the
role of trust in W SO i ?over@%{nt in influencing taxpayers to comply
¢
with tax la %fore/the er{ st@ims to explore the role of trust as a proxy
% Y
for int% otivaﬂgb_Zpred' he influence of motivation on taxpayers'
\Y... %3
e behavior.
{

S
5

82



28.2.1.2 Extrinsic Motivation

Past research that has examined the influence of extrinsic m@n on

compliance behavior has generally agreed that it plays a significme in tax
compliance (see, for example, Alm et al., 1992; Bornman & Stack, %;'Dwenger et
al., 2014; Falkinger & Walther, 1991; Feld & Frey, 2007; Frey, 1997 Sutinen, 1999).
Dwenger et al. (2014) studied intrinsic and extrinsic motiv )tcinpliance in the
context of a local church in Germany. The study used da mc ur.aw,j.dc‘t records
that contained information on the true church taxes y each indi dl]al @S:ate

income tax records containing true taxes owed.?.g din&'ﬁf udy@ved that
figant eﬁ‘ect comp@r‘wzc:: behavior.

These findings are consistent with th f arnman andyStack @&5), which found

deterrence and reward incentives have a i

that rewards are the most effective y for erﬁm&n a&{&nmpliance. Rillstone
N
(2015), through an interview stugys fouﬂd th rewa@‘;auld be a more effective

means of improving compli \his T ocC sist@ith the study by Brockmann
y ex

et al. (2016), who con(% bora:s) e i{nehomparing tax compliance under

' g
a "deterrence" base to tax CT
treatment givin% ers

\a"nce undz&wo "reward" treatments: a "donation"
¢
"lucky" tre t giving taxpa

The stu und thatde yeatme& significantly affect tax behavior.

Y.
N
{
%\ Alm et al., (1992) investigated the impact of positive inducement on
d liance behavior using an experimental approach. The results confirmed that
ositive inducement has a significant and positive impact on compliance behavior. Feld

(2009) expressed a similar perspective, where rewards are perceived as a good

lthe S ﬁfing purposes of their payments, and a

rs"th(gughly unlikely) chance of winning a lottery.
Y
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acknowledgment for being a good taxpayer. The reward may take the form of a direct

monetary payment or a gift. Feld (2009) regards a gift as an exchange of a relatw

between the taxpayer and the state, which may be in the form of free entry t@s ms

exhibitions, and other cultural activities undertaken by the state or are in public

transport fees (e.g., 50% off). i

While previous studies focused on rewards nalt'es as forms of

iffe nWstive by
Y-

ic motivati E’nf_o\k}nent

en% ffecqgr']pliance

e nation tind@ﬂals are more
non-compliant when their communityw groups ar n-c@‘ﬁant.

\ AL
NI
%ﬁ i %%anliance behaviour, this

extrinsic motivation, Sutinen's (1999) study offers

considering social influence as another form of extri
authorities and peer groups are examples of soci

behavior. The study provides evidence suppestin

To contribute to t g literatur@ on tax

&
study aims to investigate the%\sce (1 rins mo‘tg{ on on taxpayers' compliance
behaviour in Malaysi% focusfon V}dm}y using the MARS model of

s &
individual behavioAf;Qperfof \eas a trgefical framework, this study seeks to
ole of rew i shapin *%(payers' compliance behaviour.

shed light on th
(:)\ / X

2.8.

QE The second element mentioned in the MARS model of individual
ehaviour and performance is ability. McShane & Glinow (2005) define ability as both

natural aptitudes and learned capabilities required to successfully complete a task.
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Aptitudes refer to natural talents that help individuals to learn specific tasks more

quickly and perform them better while learned capabilities are the skills and know

that an individual currently possesses. According to this model, aptltudes@ne

capabilities are closely related to competencies. Competencies as ding t

o

o

Spencer & Spencer (1993) are characteristics of a person that res R in a superior

performance. Loo & Ho (2005) who studied competencies arr% taxpayers relate
racy

isl defined as the

his rw‘liability
Y‘

independently and it encompasses the comprehensio ome tax j n’a@ving

competencies with functional tax literacy. Functional t

ability of a taxpayer to file tax returns and calcu

fundamental tax knowledge on what constitute on&e able\gj.uctions
relief, and rebates (Madi & Amrizah, 2003 W tu@lf adopt@MARS model,
as well as competency study on tax, M |ty or co enc@axknowledge or
tax literacy, therefore the present als use . This is relevant to

other tax studies, for example, %qllah ambalr& zah Kamaluddin (2017)

who studied taxpayer’s co ncy levels'on Goods @ewwe Tax (GST) also refers
!

competency as literac renes“ “
\ (J
Pre% dle kno ge have provided mixed evidence in

assessmgtha&@wce 0 ta ‘?n tax compliance behaviour. Some studies
conflr ki‘o%\gz has gnlflcant impact on tax compliance behaviour
em& xample, Eriksen &\ Ian 1996; Loo E.C et al.,, 2009; Mohd Rizal

\010, Fauziati et al., 2016, Amankwaabh et. al., 2019) while other research proved

diwme (See, for example, Mei, Carrol, & Chin-fatt, 2012).



In the studies of Eriksen & Fallan (1996), a quasi-experimental method
was adopted. Pre-testing and post-testing of two students’ groups were carried ow
control group were those students going to take marketing as an elective sn% the
second year of their BA education while the experimental group consiﬁ& students
who had selected tax law as an elective. The pre-test was conducted at'the start of the
students’ academic year and the post-test at the end of that y Mnowledge was
measured in the test concerning tax allowances and t YT

ties'. The findings

confirmed that knowledge has a significant impact on compliance beftavi

® \T
| S
Mei et al. (2012), however, produo?w ras% in thelr study in
New Zealand. Using a pre-testing and -testing w\xpe' ent \Aéf’:gecond-year

accountancy major students who we% the compuisory @ﬁjuctory taxation

paper, the experiment aimed to test %er an in\eh_‘_e_a?w o@dge of the principles
g% )

of taxation had any influence attitudes towards £§ompliance. The pre-test
was conducted on 113 stu Xd :BI ents Wersﬁcluded in the post-test. The
I

questions concerning t edge includ ‘Qllin'ohés of taxation and some specific

&
knowledge of tax | \ﬁ\ \ %(J
A S
\ @ l CRI
e context of aygia@ the implementation of the self-assessment
% Y
system % axpay ,demaﬂ&d to compute the tax payable by themselves.

Y.
TheA taxpayers are expe@’to have reasonable knowledge of the tax laws. To

%ﬁ the researchers' knowledge, published studies that examine the influence of
n

S

d owledge on compliance behavior are still considered few in Malaysia (Amrizah
Madi, 2005; Loo, McKerchar & Hansford, 2009; Loo E.C. & Juan K.H., 2005; Madi

et al., 2010; Madi & Amrizah, 2003; Mohd Rizal Palil, 2010).
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One of the studies that analyze the role of tax knowledge is by Madi &
Amrizah (2003). In their study, they reveal that functional literacy is one |nflue
compliance level. Functional literacy refers to the ability of the taxpaye@ﬁ tax
returns and calculate their tax liability independently. It en ses the
comprehension of some jargon in tax and having fundamental tax nge on what

constitutes taxable income, allowable deductions, relief, and rii

The result of the study is in line with the stu Mohd I|I (2010)
where tax knowledge is found to have a significant ct on fax p‘la@Thls

study was conducted through a national mai ey The y red tax

arld‘ 11 k@‘\gige about

employment income, dividends and i st, personal re hl@ﬁlef, rebates, and

knowledge through taxpayers’ respon

awareness of offenses, penalties, an%s T ,<\
N
n QCQ
&

A similar findi as en] 0 E§009) In this study, a mixed
method was adopted, survey, ex |r{1 nd a case study were employed
as the instruments e studyl Wled as constructed in the survey by the
knowledge of r co tlon and knowledge of extension and

deduction. as expe im t éea@cgpproach was used for the experiment using

two di ulatio ‘ages u‘ﬁ&uch two main groups of undergraduate students
Wer ved A case study, other hand, was conducted to address the common
S mgs in tax compllance research which, amongst others, are self-reported,

Q lated, or hypothetical behavior. The results confirmed that tax knowledge emerged
S

the most effective in determining individual taxpayers’ compliance behavior.



Loo & Juan (2005) also examined the influence of tax knowledge in their
earlier study. This study, however, employed a different sample of the study. Thw
focused on white-collar salaried individuals. The study examined he al’s
competency particularly concerning knowledge of chargeable income ﬁk‘emptlons
as well as relief, rebates, and tax credits. The sample was chosen ER.Z those who

hold middle and senior positions in commerce and |ndustr|e tate of Melaka.
The results of the study revealed that the respondents’ e on personal
taxation might be considered relatively low.

Emil% at e&?ned the

Natrah Saad (2014) conducted an
taxpayer's level of tax knowledge, but |n ifferent his sn@? employed a

qualitative approach involving 30 pa Who wereyi erv@&i via telephone.

The respondents comprised those f |gh (ﬂ?\f_@yhggi

the interviews, it can be cor%that taxpayers a &ca?ed to have inadequate
knowledge of the technical \c@oft e‘fhcome tax $
c.)% uj N

Consmall oi \wden(%n’ seems that the ability, which is
g

represented by crt{i}é&" to be studied to determine voluntary

compliance a r. rt r or@’, @Rous findings agree that the competency
N
erf

‘ﬁoul e associated closely with tax literacy or tax

g;n\NeW Zealand. From

compo
o Further the defln@"of ability presented earlier includes the component
‘% ledge, skills, and aptitudes, and values, thus the selection of tax knowledge
@ ble to represent the ability domain is well-suited. Therefore, it is significant to
nduct the current study to provide new knowledge to the study of the ability of a

taxpayer, particularly in Malaysia.



2.8.4 The Influence of Role Perception towards Tax Compliance
Motivation and ability are important determinants o%\vior

construction. In addition to having great motivation and being @*ﬁent, role

perception is another important contributor to individual behavior, as?oposed by the

MARS model. According to McShane and Glinow (2005), role perception refers to the

extent to which people understand the job roles assigned t r expected of them.
Role perception is important because it guides employees’ di cwﬁfort and
| o o g
improves coordination in an organization. I _f)

T \, \,‘T
To the researcher’s best knowlw stdilf' hassexami Ye influence
of role perception on behavior to M)vith tax ameng i@idual taxpayers.

However, there is one study by Yetﬁﬁjnd E%ﬁ_ﬁgy 300 tkét\studied the influence
N
of role conflict and role amb% pre&ctin the e I@ sensitivity among tax

practitioners. The present s Ner S éﬂ:&ne context of the study. The

present study is only in n understan {heob'luence of role perception among
s

individual taxpay'eb @

N (
[
%Iiter tur}: ss@e link between role perception and tax
N

compliafce, it'is crucia }iew @ studies that have adopted the MARS model. In

TsayeH.H. (2015), the conte@f' role perception is discussed through the role of

in ion system developers as change agents. Zhou J.H. et al. (2013) examined the
Qac rs that influence the aquatic enterprises’ conduction of routine self-inspection. In
is study, the role of the managers’ perception of the firm’s strategic orientation was

used to represent the role perception variable. Zhou J.H. et al. (2013) have also
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conducted another study that adopted the MARS model of individual behavior but in a
different context of study. The focus of this study was to examine the determin

firm behavior on the implementation of voluntary traceability systems. I@udy,
the role perception variable was proxied by the manager’s individual mcﬂ&d a sense
of responsibility. In a totally different discipline from what has been explored by Zhou

influence of the MARS model of individual behavior an

J.H. et al. (2013), Abi Dzarr Alghifari Wijanarko & Wel,j*\gEZ ) assessed the
0 anie in measuring

the procrastination behavior among academic students. thefrole d‘ents was
used as a representation of the role perception variable’The influe oﬂth ARS

model of individual behavior and performance Iy% inst the ngBrmance
T

iIit)@ﬁroducts, on-time

responsibility of women entrepreneur eajre the av
m{})roducts ordered was

delivery, and the quality of the pro% and sm\ﬂ-itg 0
j ’y N

These past es linked the variable of

of women entrepreneurs in Inggrita Gusti Sﬂu’N@ tio

used to represent the role perce iabl

the role perception with th@uctci eir study %rding to the suitability and
,th

relevancy of the study.% is Stl‘J‘ int ‘g§ toblow the same practice too.
&
@

Loo@tk at Qﬁon@/ﬁﬁle perception, which is described as the

{

¢

extent to which pedple understand fﬁe @uties or roles assigned to them or expected
Y

of the han i ?W (2 , the researcher aims to explore the duties and

role axpayer as part of tl@'uty as a citizen. This is because as citizens, they are

Xble for complying with the laws established by the government, including tax

re%
@ . As mentioned by Green (2009 p.232):
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“paying taxes may or may not be a patriotic act-that depends on how one defines

patriotism. But it is certainly a duty of citizenship.” Y’
Green (2009) further posits that, taxes are just like the fuel that e engine

of liberal democracy. Here it means, for a government to operate, the gowernment needs

financial support, and it is the duty of the citizen to pay taxes e government.

all.

fficien‘ud {?}C
\ N
<

Even though studies reveal'that iaividuals wititry tc@ximize their own

well-being by avoiding tax wh@j possib\(ﬂ_re\_?in \'\& Sandmo, 1972;

=
r
&

>

Srinivasan, 1973), citizens gene%ett eir citi nshigflgf?gations by paying taxes,

which goes against their %m r es chc@ Pinney (2016) argue that
individuals fulfill thei%t ns bec;se-}

t.
fj?ib’a sense of duty to obey, even if

s
doing so goes ag 'weir slmo inter{é-./Frey (1997) also shares a similar
perception, arguing that tax 0 ha trinsic motivation to comply with taxes
3 il ©

are driven %civi Virtué: Tﬂ'e (@;?to obey tax laws may depend on whether
$ Y

citizen oralld ‘som%@ith the law in general. Psychologist Tom Tyler

repmhwis book Why Peopl@ay the Law that "citizens seem to view breaking the

la violation of their personal morality.” This view suggests that citizens should
@ the law not just because of the law itself, but because of the moral beliefs they
ubscribe to. Peters (1991) shares a similar view, agreeing that individual citizens do
not like taxes, but most accept that taxes are necessary and inevitable (see Freedman,
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2004).

Y.

Feld & Frey (2002) introduce the concept of civic duty, pr@ that

citizens are motivated not just by a concern to maximize their own WQ*Q, but by
a sense of civic duty. They clarify this concept by suggesting that p%'are partially
motivated by loyalty to their country or state. Orviska & Hud 3), on the other
hand, argue against Stiglitz's (1986) theory that people ¢ %e"cally avoid all

taxes. They believe that this is unlikely because some pe would Mse to pay

taxes out of a sense of civic duty. é I _\L}
4 b

NV
. WX
A number of studies have expl t con@ﬁpt ofgivic r the duty of

a citizen in relation to tax complian%%nez, 199 rvis@ Hudson, 2003;

Scholz & Pinney, 2016). In Orvisk(yj Hudson\txx ( QQ\,the concept of civic
duty was incorporated into the% of tag( evasion. T &gf?upirical work was based

.
on survey data from the Br%_ ialt udes Surv %vhich included a wide range
of questions on attitu egression
s ¢ &
tends to have a pri impactlo asior@J
&

N l
¢
%r sig/ifi st dy@? examined the relationship between duty,
WZOH

redults sl&led that the sense of civic duty

N
duv& by Scholz & Pinney (2016). The authors tested

Yv

the esis that citizens' b@ about their duty to obey state laws are influenced

b%e formation they process and their judgments about the fear of getting caught
ndvbe

ing punished. The results revealed that the risk of being caught is more closely

fear, an compliaic

elated to the duty to pay taxes.



Nor Raihana Mohd Ali and Pope (2014) found that in the Malaysian
context, religiosity has an influence on compliance behavior, and taxpayers'w
sense of civic duties and responsibilities to contribute to others are the mairﬁgy\s for
paying taxes. While this study focuses specifically on the role of religion, eds new
light on the role of civic duties in compliance behavior. Moreover,mudies have
examined the relationship between civic duties and com 'Mehavior in the
Malaysian context. Therefore, this study aims to fill this g mz

'ng the effect of

civic duties as a proxy for the role perception variable in t AR merdividual

Y-
behavior and performance. é I _\L}
' 4
\ \,‘T
N -
2.8.5 The Influence of Situati@ors on om@ce
\ é
N
ighted Q;?nentioned in the MARS
model of individual behavi ﬁd jr mance. T %are the domains from the
external environment #Tnﬂu ce ohe Beh&‘our. In discussing the influence

s ¢ &
of situational facto tax c? \?nce behz&ﬂr, some studies have attempted to

Situational factors er h?gh

T - o 2

identify the reIa&Q s (S lrbro@‘fom; Trivedi et al.,2003).
% ‘Y2 (j’)
\
wlgong & 9ugh @), situational factors were investigated together
wit@environment factor @’tax ethics and opportunity factor. These factors are

te ainst tax compliance behaviour. For situational factors, the researchers

@ de variables like level of income, unemployment rate, tax rates, and the
ffectiveness of tax administration agencies.



In the study of Kirchler (2016), the researcher mentioned that the social-

psychological model proposed by Weigel et al. (1987) and Webley (1991) in

situational instigation and situational constraints as part of the framework @del

Situational instigation includes factors such as financial strain and soc s, while

situational constraints include the opportunity to evade, legal rigor of tR investigations

Hays (2000) and Trivedi et al. (2003) are t tudiés Mined the

Y'
vior. Hays,i It‘da@erall
orm i exp.gjcgatlons of

audit, and additional Inland Revenue Serww sments as tuatm%\/arlables On

the other hand, Trivedi et al. used a IaNprerlmen n@ary incentives to

examine the impact of situational f such as e e(Qr bsence of audit, tax

and fines, social controls, and social disapproval of evasion.

influence of situational variables on tax compliance

attitude towards paying income taxes, law ch

inequity, and peer reporting be tax comp nce |or
A
> S

Past studl%;roved tla ﬁo onditions are also a significant

4
predictor towardsl&%hawor \smply tax which is in contrast with the
standard Econo ity t t ass ﬁ}e an individuals’ preferences not to pay

taxes. Thes dle arein re%n‘ejct?/vlth other behaviourist that identifies other
p055|bl reasons that ? tax@rs to evade, like in these cases, situational
con is another p033|ble\ n for tax evasion. However, there remains a paucity
0 es investigating situational factors as moderator in the prediction of tax

liance behaviour. Therefore, the present study aims to fill the gap by analyzing

ituational factors as moderator in understanding tax compliance behaviour.



By referring to the past studies, there are some factors proxies to
situational factorsthat are commonly agreed by past researchers. For example, fi
strain or level ofincome (See, for example, Kirchler, 2016; Song & Yarbr@m),
presence or absence of audit (See, for example, Hays, 2000; Trivedi &&003) and
peer reporting behaviour or social controls (See, for example, Kirchle; 2016; Trivedi

et al.,2003). However, the present study will only concentratiiwﬁnancial strain

\d.
as cited i rdﬂe_@OlG)

e % aviou&ased on

rP\Ve ven @g.); Song &
ed t@‘ﬂnancial strain is

and peer reporting behaviour or social controls.

Weigel et al, (1987) and Webley et.al.,

suggested a socio-psychological model to ex

"c%'rning peer influence,
N
iliron @6), and Richardson &
&

Sawyer (2001) confirmed i mew eri ce constitutes an important

link with tax compli viour. fTax yels\h) have peers that refuse to be
’ F &
\'msuch

éﬁviour. Furthermore, peers influence

as a determinantyto tax comphi ehav@/is an area that is still yet to be closely
¢ ' C—)

investigate&

4(/ ¥ b)

Ny

A Thus far, too Iittle{g\{tlon has been paid to these two variables especially

in“the “context of Malaysian taxpayers. Therefore, the present study provides an
@ rtunity to advance the understanding of financial strain and peer reporting
ehaviour as proxies to situational factors in predicting taxpayers’ behaviour to comply

with the tax law.
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2.8.5.1 Financial Strain in Influencing Tax Compliance Behaviour

The first situational factor examined in this study is fina@ain.

Several studies have explored the relationship between financial?&and tax
compliance behavior. Overall, past studies have presented uncertain €vidence on the

association between financial strain (or, in some other studiei miinial satisfaction,
financial condition, and economic hardship) and comp@ ior.'
N4 X

Financial strain is believed to predict omplianc l“avi hen
individuals face financial distress that requires t ri% i mdiu@al needs.

il thei@gl; individual
S vi@‘% consistent with

i@iduals experiencing

N
Z@ choose between paying

When facing financial distress, an individuawzoose\to f

the perspective of Torgler (2003%0 sugg\ed«
financial dissatisfaction might f%

taxes and achieving their d \1 @st (2003) highlights the two
primary categories of (@Y:ess, le 0 h‘cl‘@financial strain.

NS

e o 'T%éncial strain on taxpayers' compliance

behavior be s early as 199 wﬁh Q}L‘Bes by Besley, Preston, & Ridge (1997) and
Y

Wearin% ey (19 for%l&study examined the case of a poll tax in England
\und no evidence to support financial strain as a justification for tax evasion. By
@e arly 2000s, there was increasing interest in this topic. Torgler, for example,

onducted over ten studies that included the financial satisfaction domain. In one such

study, Torgler (2003c) used World Values Survey (WVS) data from Canada and found

(%]
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that financial satisfaction had a significant positive effect on tax morale, while higher
income had a negative effect. The coefficients for financial satisfaction showedw
increase of one unit raised the share of individuals showing the highest ta@e by
around 3 percentage points. In 2004, Torgler (2004b) analyzed -data of
individuals throughout Asia using WVS data and found that if a houW‘s financial

situation was poor, tax payments might be seen as a hard restr,g’ ;N their ability to

pursue other options. That same year, Torgler and his assoc m (2’)04), examined

individuals in Spain and the US using WVS data, and t xte ew‘ltivariate
| - o PN

analysis to 14 other countries with representative nati amples co tu‘g &fm least

1000 individuals in each country. The study re % i ncial\s}Tsfaction
P o o

(7]
x‘% &
tiola tudies in@ (Torgler, 2006; Torgler &
h
s

use :NVS@ta from 40 societies around the

cial sggidction by one unit increased the share

of individuals \Aw dth lsiontéﬁfé'verjustifiable by around 1.3 percentage
¢
points. Simi h

ing the daqa @ﬁggether with the European Values Survey in

Y
Switzerlan Igiund, Pain, Y'1‘|‘i&ﬂcial satisfaction also showed a positive effect
on ﬁ&orale. Overall, all{fj\f’orgler's analyses on the influence of financial

\&ion on tax morale produced the same result: financial satisfaction has a positive

saE’ a
6 t on tax morale.
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In recent years, several authors have attempted to analyze the determinants
of financial strain in predicting tax compliance behavior (Alabede, Zalmahvm
Ariffin, & Kamil Md Idris, 2011; Lago-Pefias & Lago-Pefias, 2010; Moh@alll,
2010). Mohd Rizal Palil (2010), through a national mail survey throumalaysm,
concluded that taxpayers who face personal financial problems are mWne to evade
taxes, which is consistent with previous studies. Similarly, La: & Lago-Pefas
(2010), who utilized second-wave data from the Euro ml 'Survey (ESS),
reported similar findings. A slightly different study was ied qut ede%t'al

(2011), where the financial condition of individu payers w n‘lyzﬁcb as a

ontr. Y‘;) earlier
g

moderating role in taxpayers’ attitude and co

findings, this study revealed that financial

taxpayer attitude and compliance behd\)
The previous flndlr%

predicting tax compliance b }bu:’
e

is not entirely clear. A% , the C‘li

strain as a situationaldfactor w@ lance V|or
&
N 1 (O
(f) ’ 4
Y
2.8.5.2 r Rep Feha\ﬂéhr in Influencing Tax Compliance Behaviour

A ‘-}T
The second proxy for situational factors in this study is the reporting

@ vior of peers. Peer effects have been proven to be an influential contributor to the

ehavior of others. Numerous studies across disciplines, such as the influence of peers

towards delinquency (see, for example, Warr & Stafford, 1991), adolescent smoking
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behavior (see, for example, Geckova et al., 2005), substance use (see, for example,
Andrews, Tildesley, Hops, & Li, 2002), and youth violence (see, for ex?’l!
Ferguson, San Miguel, & Hartley, 2009), have demonstrated the signi fl@[ the
influence of peers on behavior. In tax studies, the effects of peers have xamined
in several studies (see, for example, Chan et al., 2000; Kahan, 1997; LWe Pestieau,
Riedl, & Villeval, 2011; Luttmer & Singhal, 2014; Wakolbl%. aigner, 2009).

These studies have referred to peer influence as peer (see' for example,

Lefebvre, Pestieau, Riedl & Villeval, 2011; Luttmer & al, mfluence
(see, for example, Chau & Leung, 2009), social infl (see or rrble\%han
1997; Lefebvre et al., 2011), or reference grou e amp&oleman

& Freeman, 2002), which referstotheinflu e0 the

'S behé\vg;ln Jackson

& Miliron's (1986) study, peers are u r rred to as pay@%ssociates, which

include friends, relatives, and colle@) Theref(hhgp et Will use this definition
j y N
)
% T

of peers throughout this dissert

The impo%) peers l taxf’co llnplbfce or tax evasion behavior has

’ &
been highlighted i &%temat \lew study-by-Jackson & Miliron (1986) and later

by Richardson Sawyer hes %ﬂdles found a significant relationship

[ ]
between t %aanc an

compli eers being t!ike@ adopt similar behavior. Kirchler (2007) also

rs" mé‘%ce with taxpayers who engage with non-

em d the impact of t@‘foup a taxpayer is associated with on their tax
c% ce behavior. Moreover, research by Guala and Mittone (2010) demonstrated
@1 axpayers are influenced by the behavior of their peers, and that this influence is
tronger in contexts where taxpayers have weaker social ties to institutions and

authorities. In addition, a study by Kirchler et al. (2008) found that social norms related
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to tax compliance have a significant impact on taxpayers' behavior, and that these
norms are shaped by the taxpayers' social environment, including their peers. Y'
The Fischer Model, within the attitudes and perc domain,

acknowledges the impact of peers on tax compliance behavior. Ergler (2003Db)
introduced the concept of the “social taxpayer,” referringﬂgwayers who are
influenced by social norms and are more likely to pay taxes y pe[ceive others to
be doing the same. This aligns with Frey's (2006) st hat xw‘ro-social

Yw
pean Valu l"V@VS)
erc% othe@gehavior
significantly affects their tax compliance beﬁg@ taxpiaye eIie\@;{tax evasion
is common, tax morale decreases, buwa)elieve otiers to nest, tax morale
increases. c) \? ,‘&&

S

Y S

\"m &
In a IaboratoryQFe er] ndugted % ivedi et al. (2003), it was
confirmed that peer % can |"

experiment involv&ﬁ%dentm

(2009) analyzedyanother e lt
¢

compliance_behavior. The res cl{er ec;aucted four experimental treatments on 40

behavior and tax morale using survey data from the

1999/2000. The results indicated that taxp

==

uen §ub§bﬁs' compliance decisions. The

anadi niversity. Wakolbinger & Haigner

tha(%ﬁealed the strong impact of peers on

s
respon ane found Pviding‘}nformation about peers reduces tax compliance

Y.

signiﬁly. The researcher e@rﬂshed these findings by comparing compliance rates

0 dents who did not have access to any information about the behavior of others
& those who were either informed about the compliance rates from peers or who
eceived advice from a peer group that had participated in the experiment before.
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In the study by Luttmer & Singhal (2014), peer influence is seen as a form

of tax morale mechanism. It is considered a channel through which tax morale o;@!

The researchers believe that peers’ compliance directly affects an indiv@own

compliance, as individuals may wish to conform to others’ behaviour. he other

hand, the study by Chan et al. (2000) indicates that peer acceptance imax compliance

is more prevalent in a collectivist culture. This is consistent vv* E theMfindings of Alm,
t o

Bloomquist, & Mckee (2016), who found a significa ' neighbors on

individual filing and reporting decisions. .\d‘
|
=
While the majority of studies have Ye ig ifiéa tionsmetween
the studi

T

ite ( and Elffers

tax compliance behaviour and peers' influ

(1991) provided different findings. Hi@ rolébeer compliance

in shaping tax behaviour among Am@jns throug ?y d‘Q< erimental measures.

N
The results showed that peer %ﬂce V\%s sighifican ﬁ?nd positively related to
self-reports of past nonco }e bl t tolthe @mental measure. Similarly,
nd

D
x
QD
3.
>
@D

Elffers (1991) studied therlands und ﬂ%’higher perceptions of peer non-

’ &
compliance were wantlw Ively &ed to taxpayer noncompliance, but
only for self-reports of pas mpliae‘-)&fehaviour. The findings confirmed that
el& : A
peers had t onjco n&a @ viour where an experimental measure of
% Y
hypoth% pliaﬂww)::sed.'é\
i 4
{

he Theory of Planned Behaviour (Ajzen, 1991) also mentions the predictor of

%

eers' influence as subjective norms. In this theory, subjective norms refer to the
fluence of important others on the intention to perform a behaviour since an

individual's belief is formed from the belief of people important to them. Several
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researchers have adopted this theory and examined the influence of peers on
compliance behaviour (See, for example, Bobek & Hatfield, 2003; Suhailaw
Hamid, 2014; Natrah Saad, 2011; Smart, 2013). All of these studies conf@eers‘
influence as a predictor of compliance behaviour, with a small eﬁeﬂkﬂd in the
studies of Suhaila Abdul Hamid (2013), who tested it on tax pr&i?ners, and a

significant influential predictor in the study of Natrah Saad (ZCQ%NEaSmart (2013).

Wenzel (2004) attempted to relate the enc M‘to self-

o . . Ny
categorization theory in his study. According to him,“members of .the ta&@:soual
category hold similar views and perception ng,&‘p re lkkgﬁl to be

X
memb

influenced by others who are considere eM\of one's sel@tegory. Such

influence means that the views and be@endencies ello@%up members are
internalized as one's true personal c@jions. In \m@% [
4

N
considered part of one's self-c r group with whi E{Q?e identifies, there is no

thﬂuence source is not

expectation to agree becau erent." T@tudies adopt data from The
ur

e arejd
Community, Hopes, F Actions' Survey {Bﬁwaite, et al., 2001). The results
SIS
I

uence (hy the group of people to whom the

confirmed that pe are st%
norms are attributed. When identifie éﬁéself with a group, the group becomes

l
¢
one's refere %e expects, t gf'ee@‘;t? other members and is motivated to bring

Y
one's b ling® protetypical behaviors, norms, and values of this self-

Y.
cateumTurner, 1987). \C}’

QE It is important to note that while there is a significant body of research
upporting the influence of peers on tax compliance behaviour, there are also studies

that have found little to no effect of peer influence on compliance behaviour.
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Nonetheless, the overall consensus in the literature indicates that peers' influence is an
important predictor of tax compliance behaviour, and it is crucial to consider th|

when designing tax compliance policies and interventions. By under@ the
mechanisms through which peers influence behaviour, pollcymake develop

strategies that utilize social norms and group dynamics to encourage compliance

'@‘l

behaviour and deter tax evasion. \,

2.8.6 The Influence of Religion in Tax C@e Behavi I _\L}
.\,‘Z*

ividu@gr.laviour and

lis <<I|nk between the

As discussed previously, the R ode\ of

performance, suggested by McShane Na/ (2005),

variables of motivation, ability, r cept%y itu mﬁ%l factors towards an
individual's behaviour. The pr%.ldy aims t valldﬁ“?lmk between all these
factors and tax compliance \R)ur. ition, '@udy attempts to explore the
effect of an additional Qﬁligk[sjaxl coahance behaviour.

N

Thexdefinition o \thas é‘éﬁ‘f proposed widely across the globe. One
of the earlie %tlonfw S géte@Tylor (1871) in his minimum definition but

Y
is st|II the” )n sp ual beings." Another renowned definition was
pro y Durkheim (1912)\(@'6 defined religion as "a unified system of beliefs and
p ices relative to sacred things, i.e., things set apart and forbidden — beliefs and

Q ices which unite into one single moral community called a Church, all those who
dhere to them." Another relevant definition was coined by Worthington et al. (2001),
who describe religiosity as "the degree to which a person adheres to his or her religious
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values, beliefs, and uses them in daily living."

T

Religion includes a belief in the right behaviour and forms habi@ught

common to all human beings (Torgler, 2003d). Individuals with high lous values
are expected to prevent negative attitudes and encourage positivefattitudes (Nor
Raihana Mohd Ali & Pope, 2014). This is in line with some st 'Mhave confirmed
the influence of religiosity on deviant behaviour conduct ( Ltlr'ple, Cochran et
al., 1988; Rostosky et al., 2004; Stack et al., 2004). Thi ceptthas ‘ent‘:%ned

in Rational Choice Theory. Religious people would ipate a're ioh iﬂ\%iam

behaviour, and highly religious people would f o% e b@%mitting
any deviant conduct. Furthermore, Adaw (19?6) his @Org;/ of Moral
Sentiments also mentioned religiosit %rational i of@%/ and noted that
religiosity acts as a kind of inter@yoral en\@&n m{é‘lanism (for a broad

o .I.C—}

discussion, see Anderson, 198 ch, @madss people in such a way as

to discourage deviant behawi ack

their study on the influ% eligio‘s‘i

&
part of deviant bewalon? \qu , illgl/gambling, pot-smoking, and assault.
&
NS
O
u

NN
slam, it i co 0?'y r Muslims to give ‘zakat’, while in Christianity,

% Y
followe% ive tﬂhﬁyz; for donation to help the needy, as they believe that
@a (The Book on Government), a translation of Sahih Muslim, Chapter 8

Wa,é . Tittle & Welsch (1983) in

on e\/ia haviour included tax evasion as

-7

Qﬂs sses the topic of obedience to the ruler (Abdul Hadi Siddique, 2005). It has been
arrated on the authority of Abu Huraira that the Messenger of Allah (May peace be

upon him) said: "It is obligatory for you to listen to the ruler and obey him in adversity
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and prosperity, in pleasure and displeasure, and even when another person is given
(rather undue) preference over you" (page 4524). A similar concept can be apw
the responsibility of paying taxes. Apart from a responsibility to God, md@ also

have an obligation towards their country. To ensure the country prospegﬁdevelops,

individuals must contribute to income tax. i

Among the earlier studies that examined the Cf r I|g|05|ty on tax

compliance behavior are those reported by Tittle & ‘?}a[dGrasmlck
Kinsey, & Cochran (1991). In Tittle & Welsch ), the relati Sl‘lp_\ ween
religiosity and nine types of deviant behavior, i g t% i amo,qgg sample

of juveniles was examined. The findings re Ie at indivi Irell@ﬁty appears to
inhibit deviant behavior, including evgon most ctw@‘in environments

characterized by general normatlve uity, low.s %I i tg(%tlon and a relatively
high proportion of religious no ed in IVId Ist O Q:;Qe other hand, Grasmick et
al. (1991), via a sample of m ﬁga Survey, examined the effect
of religion on compli% the la I“ a ’d&, . Data were collected on three

offenses: theft, ch;ag&q{n on® axeséxd littering, and the findings confirmed
ote t

that religion pr h th@éw
¢ l (,)

e
nsive r 91 has’ﬂll.\ onducted by Torgler to examine the effect of

>

reI| on tax compliance K ior. He used data from various sources, such as the

% alues Survey (WVS) and European Values Study (EVS), to cover a wide range
ud

Q y areas, including Canada, Switzerland, Belgium, Spain, the United States,
urkey, and various Asian countries. The findings of these studies consistently showed

that religiosity had a positive impact on taxpayers' morale.
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Another study by Richardson in 2008 analyzed the impact of religious
variables on tax evasion across 47 countries. The results showed that the I?’M
religiosity was inversely related to tax evasion. This finding was consister%\\tack
& Kposowa's study in 2006, which also used data from the WVS i ations to
examine the impact of religiosity on tax fraud acceptability (TFA). R.r:%ults of this

study showed that the higher the level of religiosity, the Iowerﬁ\dile of TFA.

correlation. In another comparative study

the religiosity domain in analyzing t aledn Turkey taIy@%study concluded

that tax cheating was considered im@s for reh\wx i d&@\l’s in Turkey but not in
E y N
C.)

taly. \%l ’%j «ig-

e, helle hblimited studies that examine the

o

ce be r in the context of Malaysia (for

aQ

influence of religi n tax clo

example, MohdaRizal*Palil 3; Vtiéﬂfaihana Mohd Ali & Pope, 2014). Both

studies confi eli n?'eli@‘?and tax compliance behavior. The study by

Y
Mohd Palil et al. Whid&Jrveyed individuals pursuing an MBA program,

on that religious valu@y a significant role in tax compliance behavior. In

(]

c \ the study by Nor Raihana Mohd Ali & Pope (2014) found a minimal but

&1 tically significant positive impact between religion and tax compliance behavior.

iven these limited studies that have analyzed religiosity as part of the construct of

individual tax compliance behavior and the mixed evidence found in the Malaysian
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context, the present study is relevant to confirm previous evidence.
2.8.7 The Influence of Ethical Sensitivity in Influencing Tax iance

Behaviour i

As discussed in the previous section, the 'n; M'\RS model of

linow, ‘?Oo.ido‘nsists of

Si tidnalk tors.

\'\ Wardstedicting
studyég attempts to

ian I*haviour, namely

religiosity and ethical sensitivity. T)easvious se\héjg‘?s I

on religiosity; hence the curre% Q

studies on ethical sensitivit@( cor
S

Befo;u@sing tr pt of ethical sensitivity and its influence on tax

compliance bew, it is | to Ebgérstand the concept of ethics. Oxford

Dictionary %ethic a‘ al’priec;)les that govern a person’s behavior or the

conduc@ctiﬁ pan g??eser (2017, pg. 2) provide another definition of

ethi&hics is a branch of \’ophy that deals with how we ought to live, with the
% he Good and with concepts such as ‘right” and ‘wrong.”” Many definitions of
s are consistent with one another, as they revolve around the idea of moral

1
&
rinciples, good and bad, and right and wrong.
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Ethical sensitivity, on the other hand, refers to an individual’s ability to
recognize and interpret ethical issues and dilemmas. Trevifio and Weaver (2003)?!
ethical sensitivity as “the degree to which an individual is capable of rec ﬁ the
presence and nature of ethical issues” (p. 417). It is an important conce he study
of ethics and decision-making, as individuals who are more ethically ¥ﬂ'\/e are more
likely to recognize and respond to ethical dilemmas in an ap Mmanner. In the
context of tax compliance behaviour, ethical sensitivity m '%:e'an individual’s
decision to comply with tax regulations and avoid engaging in wor fraud.

‘\Yv

The more ethically sensitive an individual is, the mor ly they ar rdcoiﬁize the

importance of paying taxes and the negative co ces@ - pliaqxt
T

N

<§

' dgn@, which requires

rﬂ@ This idea has been
S

imre\@of prior tax compliance

The decision to pay taxwa/es ethica
individuals to choose between Whﬁ;)ight an'a-\haﬂs

acknowledged by Jackson &

studies, and later by Rich x S 01), both confirmed ethics as a

variable influencing ta% mplie:p e. Afottle ment by Alm & Torgler (2012)

o
suggests that taxwe notla elf-irgséted individuals, as portrayed in the
di

neo-classical pq&' . T 'man \%ﬁer factors that can help explain an
¢
individual's g@ianc behdiof. E;%ermore, individual ethics vary across

individuals ich nda ‘ain theafferences in tax compliance decisions among

individUals. \c)\"z.

QE Realizing the significance of ethics as another possible dimension in
nderstanding the tax compliance framework, some studies have investigated the

importance of ethics in tax compliance. Some researchers investigated ethics with tax
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compliance behaviour, while some others attempted to correlate tax ethics with other
variables. There are also some studies whose primary objective is to reveal whet

evasion is ethical or unethical, and there are studies that aimed to identifg@l of

One of the earlier studies aimed at identifying thp‘lim tax ethics was
i

tax ethics.

conducted by Song & Yarbrough (1978) in North Caro ng'surveys as the
instrument, the study found that the level of tax ethics wa: rely pass |th ascore

Y'
of 60.3 out of 100. Reckers et al. (1994) conducted pirical stu h‘t g@ined

io s y fa@ that tax
: RTOth tudy.gl:cted in the

90s by Ghosh & Crain (1995) was a ental stu atu %d undergraduate

the influence of ethical beliefs on tax complia

ethics are highly significant in tax evaS|on

w

business students from major US u |t| h\maW oke that taxpayers with

more ethical standards are Ies%\o intentio port their taxes, while

those with lower ethical sta \&re n’o ikely to @lonally underreport and risk
being audited and penali {
\o' ’ «,

S

to as ethic easures) on_ t

I (ZOQ%&fested moral reasoning (also be referred

&)n@ce. This laboratory experimental study
Y

employ ing IS }t (DIT.as its measurement. The research was conducted

|an university also @1’9 students as its subjects. The findings reveal that

asoning is significant in predicting tax compliance behaviour.

0 Besides moral reasoning, ethics has also been examined with other

variables. For instance, in the work of Yetmar & Eastman (2000), five variables were
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tested against ethical sensitivity, which are role conflict, role ambiguity, job

satisfaction, professional commitment, and ethical orientation. The data was cowﬂ

from a sample of tax practitioners registered with the American Institute @fled

Public Accountant designation. The findings revealed that only ﬂ&lsfaction

influenced tax ethics. Doyle et al. (2013), who also used tax pra%oners as their

sample, investigated the role of firm size in tax ethics. This Nhich employed
X

interviews and surveys using the DIT test, indicated that |o'1ers recognized

that the ethical issues faced by large international firms smaller, based tax
practices were different and may be dealt with differ but did no cdss Iead
to a different outcome ethically. N~

N

Another study that attem hxamlne t S0 %1 of ethics with

__J?

other variables is by Wenzel (2001 teste %g ,ﬂ:§00|al norms. Using a
N
large sample of taxpayers, the co lrme hat S norms are a significant
determinant of tax ethics. e nteI indi ng n from this study is that the
level of identification S|gn|f| antl c "r Wlth personal ethics. Another
study by Wenzel ( focuse‘j cs asa |f|cant predictor of tax compliance.
This study ut|I| ss- ?el a IS for data from a 2-wave survey. With
a pool of 77 Ies, u dgm{r_;?ate d that tax ethics have a significant effect
Y

on tax ce. & f é\

% 9

O

E A renowned study that examined tax ethics across nations was reported
cG

@ ee. The study undertook more than 10 studies across countries (See McGee,
011;McGee, et al., 2008; McGee & Jain, 2012; McGee & Tyler, 2006; McGee, et al.,

2005;Ro0ss & McGee, 2011). The study updated and expanded Martin Crowe
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(1944)’sdissertation on 500 years of theological and philosophical debate. He
presented the three views on the ethics of tax evasion and developed aw
instrument with 18 statements. Almost all subjects involved are acc \gand
business undergraduates and graduates. From these studies, most &‘*findings
concluded similar results which is most of the student’s view thmevasion is
ethical in some cases and unethical in some cases. It is w Ng that McGee's
studies were conducted with a specific focus on the cultura O&i:io's influences on

tax ethics. McGee found that cultural and religious facto da igwr‘npact on

individuals' perceptions of the ethics of tax evasi@»some It al]d _@‘ﬁ;ns
being more tolerant of tax evasion than oth inﬁ Gee\grmd that
individuals from collectivist cultures tend OYW@'[% evasion as.@r‘gacceptable
than individuals from individualistic C@thhermor cGe@ udies also found

that religiosity played a significant%n shapl\deid a,ls"\sm ethics, with more
N

religious individuals generally bei stolgrant tax e@&an.

In the Mal%gntext}clyf‘v& sﬂh‘es have attempted to investigate
&
the role of ethics or. Qb@l seneli ity"th tax cépliance behavior. For example, Singh
(1999) investigﬁxj\%fact ?flueesgséthical decision-making by accountants
¢

in a tax co cé conflict sit tidFu

'@; indings confirmed that moral development
Y
is a significantiinteragti riable W&n it interacts with other variables.
Y.
N
{

%\ Rosmaria Jaaffar @ Harun et al., (2011) also utilized a sample of students
0 examine the difference in opinion on tax ethics. However, in this study, the
ccounting and Business Studies students were chosen as the subjects. The findings

reported that there is a difference in opinion between the accounting students with the
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business students. The accounting students seem to believe that tax evasion is never
ethical. Theng T.D. (2012) also carried out tax ethics study which aims to undwm
the Malaysian professionals’ perception on ethics to tax evasion. A profes@roup
of accountant, lawyer, engineers, and doctor was chosen as the sampawwe study.
The findings confirmed that Malaysian professionals perceived?evasion as
ethically justified depending on circumstances. Suhaila Mamid, (2014)
undertakes another study that examined ethical sensitivity %ﬂtysian and New

Zealand tax practitioners. The findings reported that t is a diWin ethics

perception between Malaysian and New Zealand tax itioners. l _@

In summary, a number of studi % xanmiied role o@hlcs or ethical
sensitivity in predicting tax complian haor. Ethics bee %mowledged as a

significant factor in explaining con%ce beha\l‘ogt

in this area have continued to g% si Re izing the importance of

ethics in better understandi @or, this study aims to follow

this path. However, m% ioUs studies h& used students as the sample of
&
the study, who Kt real tf \1‘6 Ther @ofe, this study aims to address this

limitation by using response ctual j idual taxpayers. The study will use the
SQK : i
Multi-Dime Ethi¢s Sca (lﬁE@) which has been proven to be a significant
Y
measur% tax £t dies.’% the researcher's knowledge, there are limited

stud'n%ax compliance that @ﬁtilized this scale to understand taxpayers' behavior,

e%ﬂy in the Malaysian taxpayer context. One study, however, has applied MES to
df ure ethical sensitivity among tax practitioners (Suhaila Abdul Hamid, 2014). The
resent study aims to fill this gap by examining ethical sensitivity among Malaysian

taxpayers using the MES.

h IQ't\AO years, and studies
N

112



29 Conclusion

In this chapter, relevant theories, concepts, and literature @%
presented to provide a better understanding of the factors that influence'f*mpliance
behavior. The discussion in Chapter 2 forms the framework of the What will be
further explored in Chapter 3. \,

g

Based on the literature review, it is evi that ax‘\!qqdzince is a
multifaceted issue that has been widely debated from cononic nqh-&@omic
perspectives. However, this study adopts a fisc logical ch t%%lyze the
determinants of tax compliance behaviw ng !?xp rs. T@Y;pproach is
recommended by previous studies suc\%ila Abdu id @“ﬂ), Smart (2013),
and Nor Raihana Mohd Ali (201(@5a com i ?of

approaches may provide a bette%tandﬂg of taxucompliance behavior.

A%
[T3) S
The prese% unique as i zi:jb organizational behavior model
that has not been pr%ly us'e i tax-@%d/ studies. The discussion of all four
variables of the@tog i past@ﬁes that have adopted the MARS model,
has been pre %in this chapter. O
Qf NN
& v <>

In associating the m@ﬁel towards understanding tax compliance behavior,
A o

t Earcher has presented relevant literature on the topic. Some variables of the

G | have already been examined in the tax context, and the nature of past studies has

een discussed in this chapter.

g{ mic and behavioral
5 A
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Apart from the original four variables of the model, the study aims to

extend it by incorporating two additional significant variables, namely religios

ethical sensitivity. The review of past literature on both variables, as \%\meir

influences on tax compliance behavior, has been comprehensively d in this
chapter. Q
The conceptual framework, which extends the od'al, as well as the

hypotheses and methodology of the research, will be disClissed in W
| 2
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