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ABSTRACT

This study limns the moderating impact of religiosity made on the in-house
tax professionals who deal with tax affairs in the corporate sectors in Malaysia.
Therefore, we intend to produce a seminal article, wherein religiosity is tested for
its moderating effect between the determinants such as peers’ tax compliance, tax
audit, service quality of tax authority, satisfaction with government spending, and
the level of tax compliance among the tax affairs officers. Purposive and snowball
sampling techniques have been chosen to collect data from the tax professionals of
the Malaysian businesses. A total of 392 respondents have managed to participate
in this survey questionnaire to disclose their opinion. “SmartPLS’ is used to analyse
the data. The finding reveals that religiosity does not moderate the relationship
between the determinants and the level of tax compliance among the Malaysian tax
professionals. The interpretation of the relationship between the “Factors of Personal
tax compliance’ (Independent variables) among the tax affairs officers of the Malaysian
businesses and the “Personal tax compliance behaviour’ (Dependent variable) can
be explained by 83.9 percent by the variance studied. To produce an extensive and
expeditious report of exploration on the said nexus of personal tax compliance and the
taxpayers’ decision on the corporate tax compliance, the selection of one type of data
collection approach is not sufficient. Therefore, the future researchers are advised to
make research with the collection of supplementary data, such as interviews, as their
primary data collection so that the robustness of their findings could be strengthened.
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AHHOTANWA

B mannoM mcciietoBaHmy okasaHo cep XKuBarolee BIVsSHVEe PeJIUTVMO3HOCTY Ha Jie-
ATeJIbHOCTh ITPOecCOHaIbHEIX HAJIOTOBBIX CIIELMAIMCTOB, KOTOPhIe 3aHMMAarOTC
HaJIOTOBBIMU JIeJlaMV B KOPIOPATUBHOM ceKTope Manarnsuu. PeslnriosHocTh mpo-
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BepsUTach B paspese ee CAep KMBAIOIIero apdeKkTa 10 TaKMM JIeTepMIHAHTaM KaK CO-
OJIorIeHIIe HaJIOTOBBIX TPeOOBaHNIT KOJUleraMyl, HaJIOTOBBIVI ayINUT, Ka4eCTBO yCIIyT
HaJIOTOBBIX OPraHOB, YIOBJIETBOPEHHOCTh T'OCY/IaPCTBEHHBIMM PacXOfaMiu M ypo-
BeHb COOJIIO/IEHS HaJIOTOBBIX TpeOOBAHWMII Cpely HaJIOTOBBIX MHCIIEKTOpoB. COop
HJaHHBIX OT HaJIOTOBBIX CIIEIVa/IMCTOB MaIa3UVICKVIX IIPEAIIPVISITIVE IIPOM3BOIVIICS
IIOCPECTBOM LieJIeHaIIPaBIIeHHOVI BLIOOPKM 1 METOLOM «CHEXXHOIO KoMa». B obriert
CIIOKHOCTY 392 pecrioHIeHTa CMOIJIV IIPUHSATD y4acTyie B 9TOM OIIpOce-aHKeTe, UTo-
OBl BBIPa3UTh CBOE MHeHMe. AHaJIM3 TAHHBIX ITPOU3BOAMIICH MeTOIOM «SmartPLS».
PesyJibTaThl MCCII€IOBAHMS TTOKA3bIBAIOT, YTO PEJIUTMO3HOCTh He CMSTYaeT B3anMOC-
BSI3b MEXJIy IleTepMIHAHTaMV 1 YPOBHEM COOJIIOIeHISI HAJIOTOBBIX TPeOOBaHIMIT Ma-
JIA3MVICKVIMYL HaJIOTOBBIMM CITeIlraicTaMu. VIHTepIipeTalinss B3avIMOCBSI3VI MEXTY
«@akTopamMy COOIIIOIEHNMS HAJIOTOBEIX TpeboBaHmM (PU3MIeCcKMMI JInIaMi» (He3a-
BUCVIMBIe IIepeMeHHEbIe) Cpey HAJIOTOBBIX MHCIIEKTOPOB MaJIaVi3UVICKUX IIPeIIIps-
Tuvi 1 «IloBermeHVeM cOOIIONEHISI HAJIOTOBBIX TPeOOBaHMI (PU3MTIECKVIMI JIIIAMII»
(3aBUCKMasi ITlepeMeHHasl) MOXeT ObITh 00bsicHeHO Ha 83,9% m3yueHHOV [IMCIepCu-
evL. [11 MOATOTOBKY OOIIVPHOTO M OIIepaTMBHOIO OTYeTa 00 M3y9eHMM yKa3aHHO
B3aVIMOCBS3V COOJIIOZIEHSI HAJIOTOBBIX TpeOoBaHMI (PU3NMYECKMX JINI] U PeleHs
HaJIOTOIUIATESIBIIVIKOB O COOJIIONEHNI HaJIOTOBBIX TPeOOBaHNMIT KOPIIOPALNii BEIOO-
pa OIHOTO TWIIa IIoAXoAa K cOOPY HaHHBIX HeIOCTaTOYHO. [loaToMy OymymmymM vic-
CJIeIoBaTessIM PEeKOMEHTyeTCsl IIPOBOANTD MCCIIeNOBAHS CO COOPOM JTOIOJTHUTEIIb-
HBIX TAaHHBIX, TAKVX KaK MHTEPBbBIO, B KauecTBe cOOpa IepBUUIHBIX JaHHBIX, YTOObI
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MOXKHO OBUIO ITOBBICUTE HaJ1e>XHOCTDb X BBIBOIOB.

KITFOYEBBIE CJIOBA
PeIUITIO3HOCTE,

coOJIIoIeHie  HaJIOrOBOTO  3aKOHOJIATeJIHCTBA,

MoIemmMpoBaHVie

CTPYKTYPHBIMI YpaBHEHVSIMY, HaJIOTOBbIE CIIEIa/INCThL

1. Introduction

Taxation is a mechanism established
as a mandatory law by the constitution of
a country [1]. Malaysia’s financial sustain-
ability is primarily derived from the col-
lection of direct tax revenue from the cor-
porate taxes, individual taxes, real estate
taxes, petroleum taxes, and stamp duties,
all of which account for nearly 65 percent
of the national cumulative economy as
stated in the annual Budget 2020 [2]. The
Malaysian government plays a vital role
in raising money from the above-men-
tioned sources to provide socio-econom-
ic benefits to the nation by means of the
statutory income tax act (Tax Act No. 47
of 1967, and amended Act No. 53 of 1971,
section 103) of its constitution [3].

Failure to comply with any of the
taxes causes societal devastation, jeopar-
dising and weakening the stability of Ma-
laysia’s national revenue and its economy
by encouraging cheating and fraud to take
place in the country [4; 5]. This study is con-
cerned with the system of taxation practiced
in Malaysia.

The International Monetary Fund [6]
alerts that severe tax gaps may lead to
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the prevalence of a shadow economy in
the country. According to the Malaysian
Inland Revenue Board, a tax gap of RM13
billion has been noted in 2018 [7]. The
non-compliance behaviour of taxpayers
is one of the primary reasons for the tax
gap. Even though the corporate income
tax remains the most significant source of
contribution of income to the Government
of Malaysia, of all the other sources of in-
come, the tax planning of a corporate busi-
ness is done by an individual on behalf of
the business or a firm [8]. It is noted that
when an individual has a proclivity not to
comply with the said tax system, a corpo-
rate business also follows suit [9; 10].

The basis of the tax gap, resident non-
compliance, resists the government’s com-
mitments to the people such as complet-
ing developments, providing services, etc.
to the people of the country, thereby forc-
ing the government to borrow more and
more money from other sources [11]. As
a result, a need to study the link between
the personal tax compliance and the cor-
porate tax compliance has arisen [12].

When looking at the literature that
is related to tax compliance, it is clearly
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highlighted that the studies have mostly
looked at the economic factors that impact
on the tax compliance behaviour of tax-
payers. Religiosity is one of the non-eco-
nomic factors, which is always neglected
by researchers when closely analysing the
personal tax compliance behaviour. Relig-
iosity means the degree of strongest be-
lieve and practice in their respective reli-
gions. Generally, religious beliefs strongly
moderate the relationship between the fac-
tors that motivate tax compliance and the
level of tax compliance, especially in the
western part of the world, the Occident.
Being the very earliest case, it is recorded
in the United States in 1965 that the United
States Congress allowed an Amish! to be
exempt from taxes after hearing his case
and claim that the income collected from
taxes is used for activities that are disas-
trous and are against the wellbeing of hu-
manity, violating their religious beliefs®.

However, the assumption that re-
ligiosity moderates the Malaysian per-
sonal tax compliance behaviour is still
unknown. The moderation effect of reli-
giosity is hardly learned in Malaysia,
where a significant level of non-compli-
ance is prevailing. Malaysia is an impor-
tant nation to consider religiosity as a va-
riable since the religious tolerance in the
country is practiced well and significantly
across the nation®.

Other studies considered religiosity
mainly as another independent variable.
The review of literature on tax compliance
emphasises that peer influence, role of tax
authority, satisfaction with government
spending, and the probability of audit by
the tax authority are the strongest deter-
minants that impact on the personal in-
come tax compliance [13].

! A group of Christian Anabaptist church
followship.

2 Cornel Law School. 26 U.S. Code § 3127 -
Exemption for employers and their employees
where both are members of religious faiths
opposed to participation in Social Security Act
programs. Legal Information Institute; 1992.
Available at: https://www.law.cornell.edu/
uscode/text/26/3127

® BBC News. Malaysia’s harmonious
approach to life. BBC News; 2021. Available at:
https:/ /www.bbc.com/travel/article/20210308-
malaysias-harmonious-approach-to-life
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However, the studies related to tax
compliance still lack conclusive evidence,
the cause of which might be due to the
influence exerted by the taxpayer’s indivi-
dual factors, like their religious beliefs that
twists their decision-making towards ta-
xation. This study completes the need for
the study and finds the overall impact that
the above-mentioned variables bring forth
on the tax compliance behaviour.

Purpose of the study (1) is to examine
the impacts of the “factors of tax compli-
ance” on the “level of personal tax com-
pliance” among officers of tax affairs;
(2) investigate the moderating impact of
“religiosity” on the “factors of tax comp-
liance” and the “level of personal tax com-
pliance” among officers of tax affairs.

Research hypotheses:

H1I: There is a positive association
between the factors of personal tax com-
pliance and the level of personal tax com-
pliance.

H2: Religiosity moderates the rela-
tionship between the factors and the per-
sonal tax compliance.

2. Literature Review

2.1. Theories

Kelman proposed that an individuals’
attitude, action, beliefs, and subsequent
behavioural reactions are influenced by
the referral of other people associated
with the individual at three stages: “Com-
pliance”, “Identification”, and “Internali-
zation” [14]. Compliance occurs when an
individual starts to accept external influ-
ences and accommodates to those influ-
ences. The external social factors such as
the government, peer groups, or relevant
authorities heavily determine an indivi-
dual’s decision-making [15]. Kelman ex-
plained that the different environments
where the individual operates, in the long
run, lead to enforce tax compliance, vo-
luntary tax cooperation, and committed
to tax cooperation [16].

The theory of Planned Behaviour is
a cognitive theory developed by Azjen [17],
which explains that an individual’s action
towards a specific behaviour, such as en-
gaging in compliance, is determined by


https://www.law.cornell.edu/uscode/text/26/3127
https://www.law.cornell.edu/uscode/text/26/3127
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the intention of the individual. The com-
pliance behaviour of an individual is de-
termined by the factors that motivate the
individual to behave in a manner to be ac-
commodative to the determining factors.
The said theory is much fitting for the tax
compliance behaviour of an individual
since the individual’s intention of com-
plying with the tax system is determined
by the said factors and is moderated by
the individual’s personal religious beliefs
(Figure 1).

2.2. Factors impact upon personal tax
compliance

2.2.1. Peer Tax Compliance

In taxation, the term “Peers” refers
to the people who are in association with
an individual taxpayer, especially those
who are the taxpayer’s relatives, friends,
co-workers, and colleagues [18]. The
study claims that if an individual comes
to know that the behaviour of tax com-
pliance is widespread among the indivi-
dual’s peer group, accepted and prac-
ticed by the peer group wholeheartedly,
then the individual tends to be fully com-
pliant with the tax system.

The individual taxpayer’s behaviour
is impacted by the behaviour of the indi-
vidual’s neighbours, or by the behaviour
of those with whom the individual fre-
quently interacts [19; 20]. This study has
employed an experimental method to test
the role of the peers on the tax compliance
behaviour, and it has been found that
there is a positive relationship between
the neighbours’ tax compliance beha-
viour and the individual’s tax compliance

Factors

Peers” Tax Compliance

H1
Probability of Audit

behaviour. However, the study further
concludes that this information, regarding
the neighbours’ compliance behaviour,
does not always improve an individual’s
tax compliance behaviour. In addition, it
is also expressed that the tax compliance
behaviour is so wide that it cannot be nar-
rowed down and condensed into a piece
of mere information about neighbours’
behaviour [19].

Another study conducted by utilising
a laboratory experimental setting, named
“Quasi-Experimental Design”, claims that
the peer reporting behaviour may promote
decisions to comply with the tax system [21].

A study made by Ho [22] has found
that the taxpayers in China adopt a relation-
ship-based reasoning to make judgements
on tax compliance issues. The study further
highlights that people are always ready to
react to the social norms and behaviour of
their neighbours and their peers.

The study made by Alshira’h [23]
claims that the Peers’ influence does not
make any significant effect on tax com-
pliance behaviour among the Jordanian
taxpayers. Further, the outcome of their
claims has been justified as such that the
influence exercised by an individual’'s
peers does not always promote tax com-
pliance behaviour in individuals.

Asfarasanindividual’s decision-mak-
ing on tax compliance is concerned, the
influence exerted on the individual by
the individual’s peers who are near the
individual in a community is more ef-
fective than the influence exerted by the
individual’s peers who live remotely in
the community [24]. Referring to the deci-
sion-making of an individual on tax com-

Service Quality of Tax

=

A 4

Personal Tax Compliance

Authority Religiosity
Satisfaction on
Government Spending H2

Figure 1. Conceptual Framework
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pliance [23], it has been discovered that
the influence exerted by the individual’s
peers may be the determinant of tax com-
pliance in different regions, except Jordan
where the culture of Jordanians is highly
individualism-oriented, being resistant to
social interaction among the people of the
country and indicating the reason for the
insignificance of their relationship.

Interestingly, another study made by
Obaid [25] from the same study setting,
made in the Middle East, has found that
the influence of peers strongly determines
the tax compliance behaviour of an indi-
vidual in Yemeni. This finding highlights
the relationship between social grouping
and an individual in the decision-making.
A similar outcome has been briefed up by
a study made in Indonesia that explains
that the referral group has the most signi-
ficant influence on the tax non-compliance
behaviour among the Small and Medium
Enterprises [20].

The purpose of this paper is to inves-
tigate the factors that impact on the tax
compliance behaviour of Small and Me-
dium Enterprises. A mixed conclusion
made by researchers has failed to provide
a clear understanding of the relationship
between the “Peer tax compliance beha-
viour” and the “Individual tax compliance
behaviour”. Also, the studies that focus
on the tax compliance behaviour of in-
dividuals, impacted by the referral of
the individual’s peers in the developing
countries, are lacking.

Lutfi [26] suggest that “Peer tax
Compliance” is abstract, not an easily ob-
servable variable, as it is involved with
social pressure; an anonymous way of
data collection, in this regard, should be
employed to get the true and honest re-
flection of the perception from the indi-
vidual concerned.

2.2.2. Probability of Tax Audit

According to Allinghan & Sandmo
[27], taxpayers comply more with the tax
system if they feel that the probability of
their being caught or detected is high.
According to the Malaysian “Self-Assess-
ment System” (SAS), a tax audit is set as
a critical task for the tax authority [6; 28].
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Some studies have found that there is
a positive relationship between tax audits
and tax compliance [29; 30]. Supplemental
analysis carried out by Ayers [29] shares
the fact that the probability of audit alters
the expectation and intention of the ma-
nagers on future tax submissions. Previous
studies have mixed results on the associ-
ation between the “Probability of Audit”
and the “Tax Compliance level”.

For example, the study made by De-
Backer [31], using the US Revenue au-
thority’s data and the financial statement
data, explains that legal enforcement, like
the audit, may cause the increase of sub-
sequent misbehaviours in the businesses.

A recent study made by D’ Agosto [32]
has found that a positive relationship exists
between tax audit and the tax compliance
behaviour, in terms of deterrence theory.
The study has collected data from the tax
return registry and from the audit database
of the Italian Revenue Agency for a peri-
od of five years, commencing from 2004
to 2009, and focused on the self-employed
and the sole proprietors of businesses. The
study further found that the rate of Italian
tax compliance had been increased rela-
tively by three types of audits. They are as
follows: “On-Site Audit” (soft audit), “Desk
Audit” (deep audit), and the “Mixed-Au-
dit” (mixture of “On-Site” and “Desk-Au-
dit”). However, this study suggests that
those data had been collected for study
a decade earlier; at present, a need has aris-
en for the data to be studied again within
the current time frame, with a wider geo-
graphical setting, or in a different region.

2.2.3. Service Quality of Tax Authority

The study made by Supriyono [33] col-
lected data from various business entre-
preneurs and learned that the individuals
in businesses in Indonesia are motivated
to report their income to the tax authority,
being influenced by the authority with its
service quality.

If the tax policies adopted by the go-
vernment seem to be unfair to the people,
they will form a negative perception of the
tax system and the role played by the tax
authority in collecting tax for the country;
the reason for the formation of such a per-
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ception among the people of the coun-
try is that the “Tax Socialization” theory
(arousal of awareness on tax compliance)
is not applied to the people [34].

The lessening of the complexities in
the tax system and maintaining lenien-
cy in the administration of tax collection
by the tax authority could make the tax-
payers become more tax compliant [35].

Nevertheless, the adoption of mixed
tax system of “Self-Assessment System”
(e-filing) and the “Official Assessment
System” (manual submission) around the
world has given no standard finding to
discover the relationship between the ser-
vice quality of tax authority and the tax-
payer’s compliance behaviour [36].

Further, the tax compliance per-
formed by small and medium-sized busi-
nesses and their perception towards the
tax authority are remaining unclear to be
understood. Also, Supriyono [33] suggest
testing this variable on a large-scale re-
spondent’s rate, for example, by conduc-
ting survey and direct interviews since
this outcome has been solely made out
from a qualitative approach. In view of the
above fact, this study further explores the
service quality of the Malaysian tax au-
thority that adopts the “Self-Assessment
System” in taxation.

Kasipillai [37] have found that better
interactions between the Inland Reve-
nue Board of Malaysia (IRBM) and the
taxpayers boost better tax compliance. It
is also suggested that the Malaysian tax
compliance level may increase if the tax
collection authority upgrades the rele-
vant technology for the sake of the tax-
payers [38].

Experiments reveal that the people
who are treated well with good acknow-
ledgment by the authorities tend to com-
ply more with the tax system [39; 40].

The OECD [41] explains that among
the three types of fairness in taxation, two
of them, the “Procedural fairness” (the
perception that the tax authority is just
and fair in dealing with clients) and the
“Retributive fairness” (the perception that
the tax authority is fair in applying penal-
ties), relate to how the tax authority deals
with taxpayers.
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Murphy [42] has emphasized that
among the taxpayers, the level of tax
non-compliance could rise if the taxpayers
lose their trust, by chance, in the adminis-
tration of the authority.

Reeson [43] and Alm [35] stated that
the taxpayers’ perception of fairness in
taxation is felt to be good and positive to
the taxpayers, and that their unwavering
trust in the tax authority is considered
to be the important element and tool for
lessening the level of tax noncompliance.

The NEF [44] further supported this
fact by explaining that the likelihood for
the taxpayers to comply with the tax sys-
tem would be high if the taxpayers are
treated respectfully by the authority.

If this study finds a significant con-
nection between the tax authority and
the tax compliance behaviour among the
individuals, then a modern risk treatment
model, called “Right from the Start”, which
is adopted by the Swedish Tax Agen-
cy, could be recommended to the Inland
Revenue Board of Malaysia for adoption
as well. The “Right from the Start” model
investigates the issues in taxation that
cause tax noncompliance, it analyses the
root cause of the issues, and nips the is-
sues in the bud before they become prob-
lematic to the tax authority. To prevent
further errors from emerging in tax com-
pliance, and to promote tax compliance
among taxpayers, the “Right from The
Start”, a rectifying method, has been in-
troduced by the Swedish Tax Agency [45],
based on the principle that the tax author-
ity has a role to play in creating a favour-
able environment for the advancement of
tax compliance among taxpayers.

The tax authorities in most countries
across the globe, including the Inland
Revenue Board of Malaysia (IRBM), focus
on their scheduled work only at the time
when problems in taxation have occurred.
For example, the tax authority of Malaysia
begins to find ways and means to narrow
down the tax gap only after recognizing
a gap of a few billion Ringgit taxes. If the
“Right from the Start” model is adopted
at the right time, no other post measures
are needed to rectify the aftereffects of the
issues and to recover the losses incurred.
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2.2.4. Satisfaction on government spending

The research focusing on the relation-
ship between the government’s expendi-
ture and the tax compliance behaviour of
the people in the developing countries are
very scarce.

Due to the unavailability of empirical
evidence to explain the relationship be-
tween the government’s expenditure and
tax compliance, it is assumed that the tax-
payers are concerned about their contribu-
tion of income to the government, prying
to know whether the expenditure made
by the government is just and reasonable
as per the duties and obligations of the
Government to its residents as mentioned
in its constitution [36].

Doerrenberg [46] explains that the col-
lection of taxes goes to the federal treasury
and that the people, especially those who
pay additional taxes to the government,
watch the government diligently to ascer-
tain that their contribution of income is
handled properly, reasonably, and justly
by the government as per the needs and
wants of the people and other require-
ments of the government [47].

Similar findings have been studied
by Alasfour [48], where it is stated that
non-compliance with tax system in Jordan
is morally acceptable since the people of
Jordan have formed a negative impression
of the government due to its engagement
in corruption and in the misuse of the tax-
payers’ money, in guise of expenditure.

The purpose of the study, using
a questionnaire survey with a multivariate
test procedure, is to investigate how the
individuals in Jordan determine the level
of their tax morale and their tax compli-
ance. The findings further reveal that the
worthwhile and reasonable expenditure
made by the Government paves the way
for smooth and unresisting tax compli-
ance, devoid of any adverse impacts made
on it. It is also assumed that if the taxpay-
ers predict that the expenditures made
by the government are not so fruitful and
worthwhile as they expected, they have
the tendency to avoid paying tax to the tax
authority [39].

In the developed countries of the Oc-
cident, a tax-paying method, called “Pay
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as You Earn’, is adopted by the employers
of organizations, institutions, and busi-
nesses of the countries. Through PAYE
method, the taxes due to be paid to the
government by the employed individuals
are deducted from their salaries by their
employers, and the collected taxes are sent
to the tax authority, reducing the impact
on the individuals, relieving them of their
burden of paying their tax to the authori-
ty themselves and making them give up
their idea of evading tax. Because of the
adoption of the “PAYE” (“Pay, as You
Earn”) system in the business entities,
the taxpayers who are employed in the
business entities are deprived of opportu-
nities to form their own concepts in their
minds about the government spending
and to take their own decision on tax com-
pliance [49]. Very narrowed studies have
focused their attention on the people’s
perception of the government spending.

2.2.5. Religiosity

Religiosity is defined by Johnson [50]
as the “Extent of the religion of an indi-
vidual, to which the individual remains
committed, upholding and professing the
teaching of the particular religion of the
individual”; the individual’s commitment
reflects inexplicably on the individual’'s
behavioural aspects, such as attitude, per-
sonality, etc.

Religiosity is also referred to as the
religious commitment of a person, which
is further defined as “The degree of
a person’s religious beliefs and religious
practices, to which the person adheres
deeply and uses them in daily life” [51].
The commitment of religiosity is divided
into two categories: (1) “Intrapersonal
religious commitment” that originates
from the beliefs and attitudes of an in-
dividual. (2) “Interpersonal religious
commitment” that derives from the in-
volvement of an individual in religious
activities with a religious community, or
an organization.

Earlier studies had been carried out
in the developed countries, such as Aus-
tria [52], Australia [53], Canada [54], the
Netherlands [55], and some European
countries [56], where the people with
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strong and extreme religious beliefs seem
highly tax compliant.

The study by Sawyer [57], and Raiha-
na [58] reveal that religiosity is considered
one of the concepts of tax morale, and
one of the strongest determinants of tax
compliance. The religious values, held by
most individuals, are generally expected
to effectively prevent the individuals from
having negative attitudes, and thereby en-
courage the individuals to keep positive
attitudes in their daily life. Hence religi-
osity is presumed to be positively motiva-
ting taxpayers to voluntarily comply with
tax systems. It has been observed that re-
ligiosity might provide a possible expla-
nation for the strong positive compliance
attitudes found in most taxpayers as ap-
parent in the prior literature.

However, it has been taken into ac-
count that to gain knowledge of tax com-
pliance, the researches made on religio-
sity are lacking so much that the future
researchers are suggested to explore the
concept that religious norms can also be
the possible factors to raise tax morale
among the taxpayers and for the better
understanding of the concept, in addition
to the current tax compliance theory [59].

Based on a recent study by Raiha-
na [60], religiosity appears to moderate
the effect that is between the determinants
of individual tax compliance and the
voluntary tax compliance level.

It is believed that religion paves the
way for the economic development of
a country in varying degrees. The measu-
rements of religiosity are the amount of
attendance of individuals at religious func-
tions and at religious services, the degree
of religious beliefs held by the individuals,
and the decline of the above attendance
and services when the per capita Gross
Domestic Product (GDP) increases [61].

Further, religion also serves to instil
certain qualities such as sense of respon-
sibilities, work ethics, honesty, dependa-
bility, obedience, etc. into the behaviour
of individuals, conducive to the economic
prosperity of the individuals’ country; all
the above facts indicate that the economic
growth of a country corresponds positive-
ly to such qualities of religion.
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A study of a laboratory experiment
made by Puspitasari [21] suggests the in-
clusion of religiosity in the future studies,
making it compulsory for all the students
since a clear conclusion of the study has
not yet been made so far.

2.3. Hypothesis Development

According to Alm [19], the tax compli-
ance behaviour of an individual is strongly
affected by the tax compliance behaviour
of the individual’s neighbours or the peo-
ple with whom the individual frequently
interacts. There are situations, wherein in-
dividuals become more likely to disclose
and report their income to the IRBM when
they come to know or believe that the
other people who are around them and are
in association with them also do the same
action. This scenario may occur vice ver-
sa: when the neighbours of an individual
dodge taxes, there will be a higher degree
of possibility for the individual to do the
same, that is, to dodge taxes. According
to an experiment conducted in a study,
a “Two-Treatment Setting” had been set
up for the participation for two groups
of respondents. In one treatment setting,
one of the two groups of participants was
informed that their neighbours had com-
plied with the tax system; in the other set-
ting, the other group of respondents was
informed that their neighbours had been
audited and that they had paid their tax-
es with penalties. In conclusion, the above
experiment reveals that the behaviour of
an individual is subjected to change sig-
nificantly, highly, and differently by the
behaviour of other people, especially in
tax compliance.

Obaid [25] discuss that there are indi-
viduals who do not associate with other
people to be influenced by them on tax
compliance, and for such people, the theo-
ry of “Peer Influence” cannot be a factor to
determine their tax compliance behaviour.

According to Ayers [29], in business
entities, the managers’ decision to com-
ply with tax system is determined by
the probability of audit. The study by
DeBacker [31] placed a different opinion,
claiming that legal enforcement increases
tax aggressiveness among the corporate



Journal of Tax Reform. 2023;9(1):76-97

eISSN 2414-9497

taxpayers, leading them to reduce tax pay-
ment after an audit and then to increase it
sharply afterwards. Businessmen comply
with tax system more when they have the
probability of their businesses being au-
dited by the tax authority; soon after the
audit, they become noncompliant with the
tax system. Such a pattern of behaviour
that prevails among the businessmen is
called “U-Shaped Impact”.

In the meantime, D"Agosto [32] state
that there is a positive and significant
relationship between tax audit and tax
compliance. In Italy, different types of
audits are carried out by the tax authority
as per the type of cases of non-compliance
they handle, improving the level of tax
compliance significantly in the country.
However, the adoption of “On-Site” and
“Desk-Audit” has been found to be force-
ful and effective in tax compliance.

Tax socialization is the service quali-
ty of the tax authority, with which the tax
authority exerts influence on the taxpay-
ers to achieve tax compliance [33]. The
service quality of the tax authority is to
be upheld by the tax authority to help the
taxpayers achieve tax compliance as the
taxpayers frequently face difficulties in
calculating the amount of tax to be paid
to the authority when reporting income to
the authority. The tax authority is obliged
to improve its service quality in terms of
knowledge, skills, and other factors and
facilities needed by the taxpayers to fulfil
the process of their tax compliance, espe-
cially at times when they have difficulties
in calculating the amount to be paid to the
tax authority, reporting their income. The
Indonesian taxpayers reveal that they fail
to comply with the tax system since they
cannot acquire the required information
of the rules and regulations that they are
looking for from the tax authority as they
cannot understand what the tax authority
wants and expects from them to do in re-
spect of the tax system.

A similar argument has been presented
by Alm [19] that the “Service paradigm for
tax administration”, where the tax officers
act as facilitators and share their services
with taxpayers, could increase the level of
tax compliance among the taxpayers.
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The collected tax is directed to the
treasury of the federal government, and
the flow of cash is expected to be trans-
parent to the public [46]. Further, being
taxpayers, the citizens of the country take
note of the money that is handled and
spent by the government.

If the taxpayers perceive that the ex-
penditures made by the government are
not worthwhile and fruitful, contrary to
their wish and expectation, their negative
perception makes an impact adversely on
their tax compliance behaviour, altering it
in some manner [39].

With a similar argument, Mohani [47]
rationalizes that the people who pay an
additional tax to the government monitor
the government diligently when it han-
dles the taxpayers” money.

An empirical study by Alasfour [48]
reveals that the people of Jordan have
the tendency not to comply with the tax
system in the country due to the negative
perception that they have formed in their
minds about the government, which has
been hit heavily by corruption.

Having estimated the corruption per-
ception index, the Transparency Inter-
national* has highlighted that Jordan is
remaining 59" corrupt country out of the
180 countries.

Meanwhile, the Transparency In-
ternational® has ranked Malaysia as the
57% corrupt country out of the 180 coun-
tries, letting the variable “Satisfaction
with the government spending” to be an
important determinant for the personal
tax compliance.

Therefore, H1: There is a positive as-
sociation between the factors of personal
tax compliance and the level of personal
tax compliance. (IV: Factors of personal
tax compliance, DV: Level of Personal Tax
Compliance).

According to Johnson [50], religio-
sity is the commitment of an individual

* Transparency International. 2017 Cor-
ruption Perceptions Index - Explore the results.
Transparency.Org; 2017. Available at: https://
www.transparency.org/en/cpi/2017

° Transparency International. Malaysia.
Transparency.Org;2021. Available at: https://
www.transparency.org/en/countries/malaysia
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towards the individual’s religion, and ac-
cording to Worthington [51], religiosity is
the degree of the values of the religion, to
which an individual adheres.

In some countries, strong and extreme
religious beliefs encourage tax compli-
ance [56; 62]. It means to say that the in-
dividuals who practice religion feel guilty
highly when they avoid taxes. Further, it
highlights that the practicing of religion
wards off evil thoughts formed in the
minds of the individuals, negates them
even if they are formed, and inculcates
a sense of religious belief and obligation
in the minds of the individual taxpayers.

According to Raihana [60], religiosity
moderates the effects between determi-
nants and tax compliance. It is believed
that at times, when the taxpayers become
reluctant or hesitant to comply with the
tax system, their conscience is alerted by
their religious beliefs to act truthfully, and
sincerely as a result the taxpayers are ex-
horted and influenced by their religious
beliefs to act conscientiously with a sense
of ethics in the fulfilment of their obliga-
tion to the government.

Therefore, H2: Religiosity moderates
the relationship between the factors and
the personal tax compliance. (IV: Factors
of personal tax compliance, DV: Personal
Tax Compliance).

3. Methodology

This study has been intended to be
conducted in Malaysia because of the ris-
ing tax gap in the tax system of the coun-
try. The tax gap is caused by the noncom-

PROB
FACTORS

H1

pliance behaviour of the taxpayers. About
the amount of income contributed to the
government, the income derived from the
corporate tax is more in amount than the
amount derived from the personal tax.

However, the decision on corporate
tax compliance of a particular business
is made by a tax professional of the busi-
ness. Therefore, when investigating tax
professionals’ personal tax compliance
behaviour, it is assumed that their per-
sonal tax compliance behaviour impacts
on their corporate tax compliance beha-
viour. There is no precise statistical report
to disclose specifically the population of
tax professionals in Malaysia.

The Government and the Non-Go-
vernmental organizations’” websites
such as Companylist.org, SMEMalaysia.
org, Small and Medium Enterprise Asso-
ciation (SAMENTA), Investpenang.gov.
my, Saveoursmes.org, and businesslist.
my have been used to retrieve email
addresses of the particular companies.
They are of immense help to the re-
searcher for the distribution of question-
naire, via email, to the individuals con-
cerned for tax affairs in the Malaysian
business entities.

This study chooses the purposive and
snowball sampling techniques; it is the
appropriate sampling method to get the
“Feel” of the phenomenon, or the varia-
ble interest of the said responding indivi-
duals [65]. Sample size is 400 [65].

The “Smart PLS” is used to analyse
the data and to test all the hypotheses
(Figure 2).

| PERS || PERS2 |

PERS10 || PERS9 |

Figure 2. Research Model
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Tax compliance is a behaviour of
the taxpayers, and it changes depending
on the perception of the tax system in
the taxpayers’ minds. Tax compliance is
measured by two dimensions, namely
“Voluntary compliance”, and “Enforced
compliance”. Likewise, Non-compliance
has two measurements, “Tax avoidance”,

and “Tax evasion” [64], all of which
have been modified to suit the context
of the study.

The items under each dimension are
anchored on a seven-point Likert scale,
ranging from completely disagree=1 to
completely agree=7. The list of indicators
is presented in Table 1.

Table 1

List of research indicators

Code Indicator

‘ Code ‘

Indicator

PTAX1 Iwould feel guilty if I under-report
my actual income in my annual tax
return.

PTAX2 To feel guilty for under-reporting

income tax is good.

PTAX3 Under-reporting my income tax makes

me better off.

PTAX4 There are a number of government
services, infrastructures and facilities

for which I am thankful.

PTAX5 Under-reporting income is acceptable
if any portion of the money collected

is wasted by government.

PTAX6 Paying as little tax as possible is

important.

PTAX7 Government has spent the money col-

lected from tax efficiently.

PTAX8 Under-reporting my income will not

hurt the society as a whole.

PTAX9 I feel that I have made a positive
contribution to my country by fully

reporting all of my income.

PTAX10 Scenario question.

SERV1 The revenue authority has extensive
means to force corporations to be hon-
est about income tax.

SERV2 Income tax compliance is much higher
when the tax authority has the capa-
city to match tax returns and third-

party reports in a systematic way.

SERV3
penalties would be very high for my
company.

PEER1 Most taxpayers expect me to report all
my income on the annual tax return.

PEER2 Generally, I would do what most tax-
payers expect me to do.

PEER3 Most people who are important to
me (e.g. family, friends, and business
partners) expect me to report all my
income on the annual tax return.

PEER4 Generally, I would do what people
who are important to me would expect
me to do.

PEER5 Most taxpayers under-report their
actual income on their annual tax
returns.

PEER6 Generally, I would do what most other
taxpayers do.

PEER?7 The people who are important to me
(e.g. family, friends, and business part-
ners) under-report their actual income
on their annual tax return.

PEER8 Generally, I would do what people

who are important to me do.

SATSI I believe the government utilizes a
realistic amount of tax revenue to

achieve social goals.

SATS2 I think the government spends too
much tax revenue on unnecessary

welfare assistance.

SATS3 We receive fair value of services from
the government in return for our cor-

porate tax paid.

SATS4 We pay high corporate taxes when
compared to the services we get from

the government.

If we evaded taxes and got caught, the PROB1 If there was a discrepancy in the an-

nual tax return, how likely is that it
would be audited?
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End of Table 1
Code Indicator ‘ Code ‘ Indicator

SERV4 Inland revenue board treats me fairly PROB2 If my company were to be chosen for
in my dealings with them. a compulsory audit, how likely would
a discrepancy be identified?

SERV5 Inland revenue board treats us re- PROB3 The penalties are severe if my discrep-
spectfully in our dealings with them. ancy were discovered in audit.

SERV6 We trust IRMB and government when PROB4 The chances of being audited are so
dealing with them on corporate tax low that it is worthwhile trying to
matters. economize a little on corporate income

taxes for various reasons.

RLG Apart from special occasions such as
wedding and etc, about how often do
you attend religious services?

The actual population of this study  the respondents are based solely on their
is the tax professionals of the Malaysian = own perception. Also, the questionnaire
businesses. A tax affairs officer in Ma-  includes a reversal measurement for cer-
laysia may be the owner of a business tain constructs. The next section exami-
entity, or an appointed qualified officer,  nes the validity and the reliability of the
depending on the size and the nature of  constructs.
the businesses.

A total of 392 respondents have 4. Results
managed to participate in this survey Kock [67] made a study on the Com-
questionnaire to disclose their opinion. ~mon Method Bias in “PLS-SEM’, high-
Among the respondents who partici- lighting that a full collinearity test is much
pated in the survey, 72.2 % of them are sufficient to identify the issues relating to
males and 27.3% are females. Most of the  the bias. According to the Table 2, the VIF
respondents are the tax affairs officers of ~ values indicate the collinearity level be-
businesses in Malaysia: The majority of  tween items, shown below, all the bench-
the respondents are Chinese (47%), fol- mark values of 3.3. If the value is above
lowed by Malays, Indians and other Bu- 3.3, it highly indicates the contamination
miputras, representing 33.16%, 16.07%,  of Common Method Bias. Therefore, if all
and 3.06%, respectively; among those the VIF in the inner models shows a full
who represented, 62.24% are between the  collinearity test, equal to or below 3.3, it is
ages of 31 and 40; 45.66% of the respon-  an indication that it is free from the Com-
dents work for food and beverage indus- mon Method Bias. Confirmatory factor
try; 18.62% and 11.99 of the respondents  analysis is a superior method to Expleto-
work for retail, and manufacturing in-  ry Factor Analysis (EFA) [68]. Although
dustry, respectively. It is mandatory for there are various methods to test the re-
the researcher to check and ensure that liability of the construct, this study used
the survey questionnaire is free from  Cronbach’s alpha (a) coefficients by com-
Common Method Bias. posite reliability (CR) when evaluating the

This “Common Method Bias” usu- measurement model for Confirmatory fac-
ally occurs in researches where the in-  tor analysis (CFA).
dependent and the dependent variables The analytical outcome explains
are gathered from the same respondents  the strength of the measurement model
for measurement [65]. The researcher (Table 2-7). Table 2 exhibits the outer
follows the steps suggested by Huang loading of the reflective constructs, and
[66] by ensuring anonymity and keeping  Table 3 explains the outer weight of the
in mind that the responses delivered by  formative constructs.
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Table 2
Collinearity Test (VIF)

Indicators ‘ VIF ‘ Indicators ‘ VIF
PEER1 1.176 PERT1 1.904
PEER2 1.097 PERT10 1.470
PEER3 1.030 PERT2 1.680
PEER4 1.094 PERT3 2.281
PEER5 2.163 PERT4 1.688
PEER6 1.124 PERTS5 1.939
PEER7 1.087 PERT6 1.722
PEERS 1.283 PERT7 1.901
PROB1 2.089 PERTS8 1.153
PROB2 1.088 PERT9 1.880
PROB3 1.007 SATS1 1.011
PROB4 2.005 SATS2 1.012
SERV1 1.865 SATS3 1.013
SERV2 1.988 SATS4 1.014
SERV3 1.548 SERV5 1.951
SERV4 1.246 SERV6 1.049

The resulting outcome of the analy-
sis of the above mentioned reflective and
formative constructs is higher than the
benchmark level 0.6, except the indica-
tors PEER2, PEER6, PERT3, PERT6, and
PERT9. In the meantime, Table 4 explains
the composite reliability (CR), which
shows the indication of the indicators
on the latent variables, ranging between
0.816 and 0.922, and highlighting the

value above the benchmark level of 0.7.
The average variance extracted (AVE) of
the factors is reported to be between the
range of 0.596 and 0.747, exceeding the
recommended benchmark level of 0.5.

Finally, the researcher is required to
assess the discriminant validity. Discri-
minant validity is examined by looking
at the correlation between constructs and
square root of the variance extracted for
a construct. It is the extent, to which a con-
struct is empirically distinct from other
constructs in the structural model [69].
The top values presented in Table 6 show
the square root of construct’s average, var-
iance extracted, and the rest of the values
show the correlation between constructs
and are less than the square root of aver-
age variance extracted.
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Table 3
Outer Loading
Satisfaction Service
Indicators on Government Quality of Tax
Spending Authority
SATS1 0.745
SATS2 0.871
SATS3 0.702
SATS4 0.762
SERV1 0.661
SERV2 0.731
SERV3 0.712
SERV4 0.705
SERV5 0.664
SERV6 0.656
Table 4
Outer Weights
Indivi- Peer’s Proba- .
dualTox Tox iy Relge-
liancﬂz liancl:: GLE AT v
PEER1 0.616
PEER2 0.512
PEER3 0.645
PEER4 0.629
PEER5 0.618
PEER6 0.525
PEER7 0.621
PEERS 0.617
PERT1  0.628
PERT10 0.627
PERT2  0.623
PERT3  0.523
PERT4  0.638
PERT5  0.615
PERT6  0.515
PERT7 0.615
PERT8  0.619
PERT9 0.512
PROB1 0.793
PROB2 0.849
PROB3 0.867
PROB4 0.848
RELG 1
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Table 5
Internal consistency
(Composite reliability)
Cronbach’s Composite
rhea A
Alpha Reliability
Satisfaction on
Government 0.814 0.829 0.854
spending
Individual Tax g g19 g5 0816
compliance
Peer’s tax 0846 0843 0817
compliance
Probability
of Audit 0918 0919 0.922
Service
quality of Tax 0.825 0.898 0.843
Authority
Table 6

Convergent validity (AVE)

Average Variance

The tables presented below (Table 8-10)
explain the strength of the structural mo-
del. Based on the analysis, the R* value for
the relationship between the independent
variables, (factors for the tax compliance),
and the dependent variable (the tax com-
pliance level) is 0.839. Thus, it can be sum-
marised that 83.9 percent of the variance
in the tax compliance level among tax af-
fairs officers of Malaysian businesses are
explained by the selected variables, with
the F-Size of 0.530.

The interpretation of the relation-
ship between the “Factors of Personal tax
compliance” (Independent variables) and
the “Personal tax compliance behaviour”
among the tax affairs officers of the Ma-
laysian businesses (Dependent variable)
can be explained by 83.9 percent by the
variance studied. Moreover, the effect
size (f-square) results in more than 0.2,
which is the indication of a significance
effect on the construct and validity of the

Extracted (AVE)
; model.
Satisfaction on
Government spending 0.59% Table 8
R-Squares
Individual Tax 0.680 RS
compliance ’ quare
P R Square Adjusted
Peer’s tax compliance 0.719
Personal Ta
Probability of Audit 0.747 Compliancex 0.839 0.831
Service quality of Tax S _
Authority 0.711 Religiosity 0.004 0.006
Table 7 B Table 9
Discriminant Validity (HTMT Ratio) -oquares
Personal Tax| Satisfaction Variables Personal Tax Religiosity
Compliance jon government Compliance
Satisfaction Factors 0.530 0.004
on government 0.772 N
di oderating
spending Effect 1 B
Service Quality
of Authority U7/ et Religiosity 0.054
Table 10
Path Coefficient
Original Standard o
Sample (O) | Deviation T Statistics | P Values
Factors — Personal Tax Compliance 0.117 0.055 2128 0.024**
Moderating Effect 1 — Personal Tax 0.006 0.031 0193 0.731

Compliance
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5. Discussion

Interpretation of hypothesis test, path
coefficient, clearly articulates that there is
a positive association between the peer
tax compliance and the personal tax com-
pliance. This outcome correlates with the
previous studies made by Alm [19], and
Obaid [25] by confirming that the impact
is on the personal tax compliance decision
making by peers. The decision making of
an individual is impacted by those who
are around the individual and are in as-
sociation with the individual, persuading
the individual to apply the same decision
that they apply on tax compliance.

This fact clarifies that every indivi-
dual taxpayer should understand their
responsibilities and obligation towards
the nation, and they should always have
the best interest in the national economy.
According to Kelman'’s Social Influencing
theory [14; 16], with these facts the indi-
viduals could be influenced in a positive
way by the individual’s peers.

This analysis further reveals that
there is a positive association between
the probability of tax audit and the per-
sonal tax compliance. This outcome
parallels with the finding of Ayers [29]
and D’Agosto [32] but contradicts with
that of DeBacker [31].

As an example, this evidence could
be followed by the IRBM to amend and
extend its audit procedures. Generally,
the IRBM conducts two types of audits,
known as “Tax audits” and “Tax inves-
tigations”. From this empirical evidence,
the IRBM could increase its average audit
rates for the individual and the corporate
taxpayers. This action may make the tax-
payers comply with the tax system, in fear
of the tax authority and the penalty im-
posed on the taxpayers, in the following
tax assessment.

Further assessment showcases that
there is a positive association existing
between the service quality of the tax au-
thority and the personal tax compliance.
Previous studies have no mixed conclu-
sion on this finding, especially those of
Alm [19]; Supriyono [70] state the same in
their conclusion, justifying that the “Ser-
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vice paradigm for tax administration”,
where the tax officers act as facilitators
and share their services, could increase the
level of tax compliance.

This fact implies that the IRBM should
continue measuring its services and take
initiative to review the comments and
complaints made by the taxpayers. Also,
the IRBM may engage in online facilities
fully to curtail the in-person visits of the
public to their branch offices. This curtail-
ment of visits of individuals to the IRBM
may allow the other taxpayers to visit the
branch offices, while the regular taxpayers
could complete their tasks online.

Meanwhile, analysis reveal that there
is a positive association between satis-
faction on the government spending and
the personal tax compliance. The studies
made by Alasfour [48], Braithwaite [39],
and Mohani [47] had similar findings. It
was shared that residents of a country are
mindful of how the government handles
and spends their tax money. The findings
demand that the funds collected from the
income tax of the public should be spent
carefully on developments and other
beneficial projects for the people rather
than on luxurious activities and projects.
Also, the government should take note
that every allocation of money to new pro-
grams and projects is carefully monitored
by the public of the country.

Therefore, hypothesis H1: There is
a positive association between the factors
of personal tax compliance and the level
of personal tax compliance is supported,
where (¢ = 0.117, p < 0.05). The findings
strongly acknowledge the Kelman’s So-
cial Influencing Theory [14; 16] that em-
phasises that the factors such as peers’ tax
compliance, probability of audit, service
quality of the tax authority, and satisfac-
tion on government spending are the ex-
ternal influencing factors that determine
the tax affairs officers’ personal tax com-
pliance behaviour. Referring to the said
theory, the above “Influencing Factors”,
strongly motivates the taxpayers to com-
ply with the tax system.

However, the path analysis results
show that the moderation test does not
signify p > 0.05. Therefore, H2: Religiosi-
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ty moderates the relationship between the
factors of compliance and the personal tax
compliance is not supported. The study
by Khalil [71] also reveals that religiosi-
ty is not a major variable to influence or
moderate the tax compliance behaviour,
especially when looking at tax evasion.
The study made in Lebanon, a Muslim
nation, reveals a similar outcome of the
study made in Malaysia.

One more similar outcome was
learned by Budiarto [72] and Atmoko [73]
elaborating that religiosity has no direct
influence on the decision making on tax
compliance. In the year 2014, the Supreme
Court of Indiana, United States refused to
allow another case from Rodney Tyms,
and ruled out that religious freedom could
not be a valid defensive factor to perform
tax evasion®.

Though certain taxpayers are protec-
ted by “Religious Freedom Restoration
Act” (RFRA), the court has highlighted
that using religious freedom may cause
destruction to the economic stability of
the nation and pointed out that collection
of taxes is transferred to federal treasury’.
However, this evidence may not be seri-
ous in other part of the world, especially
in Malaysia.

A study by Abu Bakar [74] highlights
that the practicing of religious tolerance
among the people of Malaysia is one of the
factors to maintain the economic sustaina-
bility of the country. According to Office of
International Freedom?, 61.3 percent of the
Malaysian population follow Islam. Mean-
while, Buddhist, Christian, Hindus and
others are 19.8 percent, 9.2 percent, 6.3 per-

¢ Man accused of tax evasion says Indiana’s
religious freedom law exempts him from paying.
The Washington Post; 2016. Available at: https://
www.washingtonpost.com/news/acts-of-faith/
wp/2016/11/23/man-accused-of-tax-evasion-
says-he-doesnt-have-to-pay-under-indianas-
religious-freedom-law /

7 CNN News. Strange tax evasion schemes.
CNN News; 2017. Available at: https://money.
cnn.com/ galleries/2012/pf/ taxes/ 1204/ gallery.
tax-evasion-schemes/5.html

8 Malaysian Office of International Freedom.
2020 Report on International Religious Freedom:
Malaysia. U.S Department of State. 2020. Available
at: https:/ /www.state.gov/reports/2020-report-
on-international-religious-freedom/malaysia/
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cent, and 1.7 percent, respectively. Being
contrary to the western part of the world,
Malaysian religious institutions are prea-
ching the adherents the national harmony,
tolerance and moderation to support the
national economic and social growth.

It’s clearly emphasized in the article
that religious practices in Malaysia cannot
be a moderator towards tax compliance
but may be a mediator encouraging the
taxpayers to comply with the tax system.
Even though Malaysia is a Muslim na-
tion, it may be different from other Mus-
lim’s nations in the world. To support this
statement, a study conducted by Benk [75]
finalized, “Muslims who live in Western
Europe, North America or Australia might
have views that are significantly different
from Muslims who live in the Middle East
and Southeast Asia”. In the Malaysian
context, religiosity and its impact may not
be playing a major role in its citizens’ tax
compliance behaviour.

This suggestion is paralleling with the
study of Mohdali [76], which explains fur-
ther that though religiosity seems an im-
portant factor in Malaysia and Turkey in
motivating the taxpayers for voluntary tax
compliance, certain circumstances appear
irrelevant to the Malaysian context. Mus-
lim countries (wherein more than 50 per-
cent of the population are Muslims) are
showing pretty and fairly much treatment
for tax compliance.

The overall outcome of this study
strongly adheres to the Theory of Planned
Behaviour, supporting the idea that the ac-
tion taken by an individual to comply with
another particular action is influenced by
the individual’s intention. With regards to
religiosity, the intention of the people of
Malaysia to comply with the tax system is
not moderated by their religious beliefs.

6. Conclusion

This study investigated the influen-
cing factors upon the personal tax comp-
liance behaviour among tax affairs officers
in Malaysian businesses. According to
This study investigated the factors that
exert their influence on the personal tax
compliance behaviour of the tax affairs
officers in the businesses of Malaysia.
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As referred to in the earlier section,
an assumption is presumed that there is
a tendency for a personal tax non-com-
pliant taxpayer not to comply with the
corporate tax system as well. Since this
study predicted that the most important
four variables: (1) Peers’ tax compliance,
(2) Probability of audit, (3) Service qua-
lity of tax authority, and (4) “Satisfaction
on government spending”, exert their in-
fluence on the personal tax compliance
behaviour of the tax affairs officers in
the Malaysian business entities, the fu-
ture researchers should also measure the
taxpayers’ intention in complying with
the corporate tax system, investigating
further to make sure that the taxpayers
apply the same decision-making to their
corporate tax system as well.

To produce an extensive and expedi-
tious report of the exploration on the said
nexus of personal tax compliance and the
taxpayers’ decision on the corporate tax
compliance, the selection of one type of
data collection approach is not sufficient.

Therefore, the future researchers are
advised to make researches with the col-
lection of supplementary data, such as in-

terviews as their primary data collection
so that the robustness of their findings
could be strengthened.

Also, this study does not support
the claim that religiosity plays a role as
a moderator of an influential determinant
for the tax compliance behaviour among
the tax affairs officers in the Malaysian
businesses.

Previous studies outline the ap-
proaches of religiosity by two ways. One
way is the religious affiliation, whereby
a religious person upholds religious be-
liefs and practices, becoming associated
with it. The other way is the religious com-
mitment, whereby a religious person gets
involved in commitments, adhering to the
religious beliefs, practices, etc. in line with
the individual’s perception of religion.

This study only measured the level of
religiosity based on the participation of
religious persons in religious activities,
rather than their involvement in their
respective religious activities, practices,
beliefs, etc. Future researchers may inves-
tigate the degree of religious involvement
by individuals and may also examine its
effect on tax compliance behaviour.
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baaropapHocTH
ABTOpBI 3TOVT CTaThy OmaromapsaT MuHMCTepCTBO BhICIIIETO obpasosaHVs Mamarsvm 3a du-
HaHCVIpOBaHVIe 3TOT'O VMCCIIEeJOBAHVIA B paMKax «CxeMbI I'paHTOB Ha Cl)yH,EI;aMEHTaJ'IbeIe mcciie-
nosanms» (FO1/FRGS/2030/2020).
KpOMe TOrO, aBTOpI)I 6nar0;:[ap${T AHOHVIMHBIX peLIEHSEHTOB 3a X LIIeHHbIe 1 TBOp‘I(—Z‘CKVIe KOM-
MEHTapVIVI, HaHpaBJ'IEHHbIe Ha TO, LITO6I>I 3Ta CTaThA 6BIJ'Ia ynqueHa.
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