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Abstract

This study aims to test the competence of intention in moderating the influence of taxation knowledge, moral
obligation and service quality to taxpayer’s compliance behavior in cooperative. Respondents are 91 cooperative
managers who have provincial level work areas in Bali Province and already have taxpayer identification number.
Data are obtained by survey method through questionnaires distribution and analyzed by moderation regression.
The results of the analysis indicate that the intention is unable to moderate the influence of taxation knowledge
on taxpayer’s compliance behavior. The intention is also not able to moderate the effect of moral obligations to
taxpayer’s compliance behavior. However, the intention is capable to moderate the significance of tax service
quality on taxpayer’s compliance behavior.
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1. Introduction

Taxes have decisive role in the activity of the country, especially in the implementation of development, because
tax is one of many sources of country income to finance all expenditures, including development expenditure.
Tax is the main source of country income in Indonesia. Without taxes, most of the country's activities are
difficult to be executed. The use of tax money covers from employee expenditure to financing various
development projects. The construction of public facilities such as roads, bridges, schools, hospitals, puskesmas
(community health center) and police stations are funded by tax-deductible money. Tax money is also managed
for financing in order to provide a sense of security for all levels of society. Every citizen, from the time of birth
to death, has benefit from the facilities or services of the government, all of which are financed with money
derived from taxes. Taxes are used to subsidize the goods that people really need and also pay the country’s debt
abroad. Taxes are also used to help Small and Medium Micro Enterprises (SMEs) both in terms of coaching and
capital. Thus, it is clear that the role of tax income for a country become very dominant in supporting the policy
of the wheels of government and development fund.

In addition to the function of budgeter, tax also performs the income redistribution function of people with
higher economic capabilities to the people with lower capacities. Therefore, the taxpayers’ compliance level in
performing their tax obligations properly and correctly are an absolute requirement for achieving income
redistribution function (Erwin, 2009). Tax officer should supervise the taxpayer, because the tax system in
Indonesia is self-assessed, in which the taxpayer is given the trust to calculate, pay and report the amount of tax
payable.

Low taxpayer’s compliance has correlation with the insignificant realization of tax income and tax ratio in
Indonesia (Widayanti and Nurlis, 2010). This happens because the taxpayers do not accomplish their obligations
as they should. Compliance issues can be seen in terms of public finance, law enforcement, organizational
structure, ethics or combine of all these problems. Taxpayer compliance in fulfilling the tax obligations affects
tax income in Indonesia (Rustiyaningsih, 2011). Taxpayer compliance behavior can be explained by the theory of
attribution. Behavior of a person is influenced by internal and external factors. Internal factors that can affect
taxpayer’s compliance behavior namely understanding the existing of tax laws in Indonesia and the moral
obligations of taxpayer. Research by Siregar, et al. (2012), Muarif (2013) and Adiasa (2013) concluded that there
is an effect on taxpayer’s compliance by the knowledge of tax laws. In contrast, Hardiningsih and Yuliawati
(2011) and Pranadata (2014) proved that the knowledge of tax laws does not affect the willingness of taxpayers
to do their obligation. Moral duty is another means of maximizing taxpayer’s compliance. Ho (2004) revealed

185



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) iy

Vol.10, No.24, 2019 Ilsrl

that the taxpayer’s compliance level becomes higher when the taxpayer has a stronger moral obligation.

Moreover, the quality of tax service is an external factor that affect taxpayer’s compliance behavior.
Hardiningsih and Yulianawati (2011), Zulaikha (2012), Siregar, et al. (2012), Fuadi and Mangoting (2013) and
Murti, et al. (2014) confirmed that taxpayer’s compliance can be increased by raising public knowledge to fulfill
the responsibility of paying taxes and providing good, friendly, fair and decisive service. However, Zulaikha and
Nugroho (2012), Pranadata (2014), Metia (2015) and Maulana (2015) found that the quality of tax service has no
impact on taxpayer’s compliance.

Previous research showed inconsistent results. The contradiction is probably caused by the psychological aspect
of the taxpayer that can change the behavior of the taxpayer. The specific behavior of the person can be analyzed
by the theory of planned behavior. The taxpayer’s specific behavior is action to not obedient with tax regulations
that is influenced by intention. Ajzen (1991) stated that attitudes toward noncompliance influence the intention
of disobedience. Mustikasari (2007) explained that the behavior of noncompliance is based on the intention to
disobey taxes.

1.1 Aim of Study

This study aims to empirically test the ability of taxpayer intention to moderate the influence of taxation
knowledge on taxpayer’s compliance, the ability of taxpayer intention to moderate the effect of moral obligation
on taxpayer’s compliance and the ability of taxpayer intention to moderate the significance of service quality on
taxpayer’s compliance.

1.2 Significance of Study

This research contributes to confirm theory of attribution concerning taxpayer’s compliance behavior and theory
of planned behavior that are applied to cooperative taxpayers. Cooperative as one of the government-recognized
institutions becomes part of the object of country’s regulations and legislation. As the consequence, the
cooperative must contribute to the country in the form of tax deposit. Cooperative in general often experience
problems related to tax obligation.

2. Literature Review and Hypotheses Development
2.1 Theory of Attribution

Theory of attribution views the individual as an amateur psychologist who tries to understand the causes of the
various events encountered. The theory that is developed by Heider (1958) is a theory that explained about the
person’s behavior and understanding the reaction to events around them (Mayer, et al., 1995). A person’s
behavior is related to his/her attitude and characteristics. This theory also stated that by looking at the person’s
behavior, it can be known their attitudes or characteristics. Furthermore, it may predict the behavior of a person
in deal with certain situations.

There are two behavior of a person in social perception, namely dispositional and situational attribution.
Dispositional attribution is internal matter that refers to aspects of individual behavior that exist in a person, such
as personality, self-perception, ability and motivation. Situational attribution is external matter that refers to the
surrounding environment that affect behavior, for example social conditions, social values and views of society.

Behavior that is caused internally is believed to be under the personal control of the individual itself or from
internal factors. Meanwhile, behavior that is influenced from outside or from external factors are equipment or
social influences from others. As a result, the individual is forced to behave in a situation (Robbins, 1999). In
accordance with the theory of attribution, taxpayer’s compliance can be determined by the internal strength of
the taxpayer’s understanding of existing tax regulations and external strength, namely the moral obligation of
cooperatives management to their members.

2.2 Theory of Planned Behavior

This theory defines a framework for studying attitudes toward behavior. The most important determinant of a
person’s behavior is intention to behave. The individual’s intention to represent behavior is a combination of
attitudes to display certain behaviors and subjective norms.

Theory of planned behavior is based on the assumption that human beings are rational and use information
systematically. Individuals think about the implications of their actions before they decide to do or not to do
behavioral beliefs. Ajzen and Fishbein (1969) and Bobek, et al. (2003) affirmed that intention is the behavior of
two main determinants: attitude toward behavior and subjective norm of behavior. Attitude is positive or
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negative belief to demonstrate a particular behavior. Individuals intend to represent a certain behavior when they
consider it positively. Attitude is determined by individual beliefs about the consequences of performing
behavioral beliefs.

The behavior featured by the individual arises because of the intention to behave. Behavioral intentions are
triggered by three factors (Ajzen, 1991), namely:

a. Behavioral belief, which is the individual’s belief in outcome of the behavior and evaluation of the results
(beliefs strength and outcome evaluation).

b. Normative belief, which is the belief about the normative expectations of others and the motivation to fulfill
those expectations (normative beliefs and motivation to comply).

c. Control belief, which is the belief concerning the existence of aspects that support or inhibit the behavior
that is performed (control belief) and perception about how strong the aspects that support and inhibit their
behavior (perceived power).

Barriers that may arise when the behavior is performed can come from within themselves or the environment.
Ajzen and Fishbein (1969) explained that intention is cognitive and conative representation of the individual’s
readiness to display a behavior. Intention is the determinant and disposition of behavior until the individual has
the right opportunity and time to perform the behavior significantly. The better the intention possessed by a
person leads to better behavior to obey the taxes (Metia, 2015).

2.3 Hypotheses Development

Taxation knowledge is the process of transforming the attitude and behavior of taxpayers in order to developing
the people through teaching and training. Theory of planned behavior is used to examine the more specific
behavior, i.e. behavior to not obey the provisions of taxation. Ajzen and Fishbein (1969) expressed intentions as
a cognitive and conative representation of the individual’s readiness to display a behavior. Intention is the
determinant and disposition of behavior, so that the individual has the right opportunity and time to display the
behavior to others. Mustikasari (2007) concluded that taxpayers who have attitude of tax noncompliance result in
high intentions of tax noncompliance. Hidayat and Nugroho (2010) stated that the behavior of tax
noncompliance is based on the intention to disobey the taxes. Therefore, the hypothesis is defined as follows.

H;: Taxpayer’s intentions strengthen the influence of taxation knowledge on taxpayer’s compliance

Moral obligation is the norm that the individual has in experiencing certain things, such as ethics and principles
of life (Ajzen, 2002). Pranata (2015), Hardiningsih, et al. (2011) and Razman (2015) found that the moral
obligation has positive effect on corporate taxpayer reporting at West Denpasar tax office. This means that the
higher the morality of taxpayers affect the increase of tax compliance. Richardson (2006) and Mustikasari (2007)
revealed that moral obligation has positive impact on corporate taxpayer’s compliance. If the corporate taxpayer
has high moral obligation then the tax compliance is increased. Therefore, the hypothesis is defined as follows.

H,: Taxpayer’s intentions strengthen the influence of moral obligation on taxpayer’s compliance

Quality service can improve taxpayer’s compliance in realizing tax obligation (Winerungan, 2013). The small
compliance of taxpayers to tax laws is caused by the low quality of service by the tax officers (Fuadi and
Mangoting, 2013). Hardiningsih and Yulianawati (2011), Siregar, et al. (2012) and Murti, et al. (2014) proved
that the quality of tax service has significant effect on taxpayer’s compliance. Ajzen (1991), Hanno and Violette
(1996) and Handayani, et al. (2011) found that attitudes towards tax noncompliance influence the intention of tax
noncompliance. Therefore, the hypothesis is defined as follows.

Hj: Taxpayer’s intentions strengthen the influence of quality of tax service on taxpayer’s compliance

3. Research Methods
3.1 Sample and Population

The population of this research is all cooperatives which have operational area cover the Bali Province. The
sample is determined by nonprobability sampling method with saturated sample technique. All cooperatives that
have taxpayer identification number are given the questionnaires. Research respondents are cooperative
managers or managements as the party in charge who manage the cooperatives.

3.2 Data Source

The data used in this study are primary data sourced from the results of respondents’ answers to the
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questionnaire that are distributed before. Respondents’ answers are measured with 5-point likert scale.
3.3 Operational Definition of Variables

There are three types of variables analyzed in this research. Taxpayer compliance as dependent variable.
Independent variable consisting of service quality, moral obligation and knowledge of taxpayer. Finally, taxpayer
intention is moderating variable. The following sections describe the operational definitions and indicators of
each of these variables.

Taxation knowledge is the understanding and comprehension of taxation general provisions covering the way of
submitting the tax return, payment, payment place, penalty and deadline of payment or reporting the tax return.
Knowledge of taxation according to Handayani, et al. (2011) can be measured by four indicators below.

a. Knowledge and understanding of sanctions in case of taxation violation.

b. Knowledge and understanding of cooperative tax obligations and tax rates.

c¢. How to acquire knowledge and understanding of tax rules through socialization.
d. How to gain knowledge and understanding of tax rules through training.

Moral obligations of the taxpayers are ethics, principles of life, feelings of guilt that are perceived if not fulfilling
voluntary taxation obligations that can be attributed to the accomplishment of tax obligations.

Quality of tax service is tested using five dimensions according to Parasuraman, et al (1998), which
acknowledged that to measure the satisfaction of service, the service quality instrument is accepted. There are
five dimensions in the instrument, which can be explained below.

a. Reliability is the fulfillment of immediate and satisfactory service by tax officials. Reliability includes the
ability to deliver services accurately as promised.

b. Responsiveness is the ability of employee to help taxpayer to provide service quickly in accordance with the
desired by the taxpayer. The activeness of service delivery is quickly responsive.

c. Assurance means that the tax officer has the knowledge and ability to serve the taxpayer with friendly and
polite attitude.

d. Empathy is the attention given by the tax officer individually to the taxpayer and understand the information
required by the taxpayer.

e. Physical evidence (tangibles) is the attention on goods or facilities concerning the appearance of physical
facilities, equipment, personal and communication tools.

Taxpayer’s intention. Intention is the tendency of the taxpayer to perform obedient behavior or tax
noncompliance. Behavioral intentions are measured by three indicators, which is in accordance with the studies
conducted by Ajzen (1991), Mustikasari (2007) and Hidayat and Nugroho (2010) as follows.

a. Behavioral belief is individual belief about the outcome of behavior and evaluation of the results (beliefs
strength and outcome evaluation).

b. Normative belief is acceptance in relation to the normative expectations of others and motivation to meet
those expectations (normative beliefs and motivation to comply).

c. Control belief is expectation concerning the existence of circumstances that support or inhibit the behaviors
displayed and perceptions about how strongly supports and inhibits the behaviors (perceived power).

Taxpayer compliance is an act of the taxpayer in the fulfillment of tax obligations in line with the provisions of
the laws and regulation of taxation implementation in a country. Taxpayer compliance behavior is measured
using indicators coherent with the regulation in Indonesia (Regulation of the Minister of Finance article 3, No.
192/PMK.03/2007 Jo. No.74/PMK.03/2012) which affirms that there are several conditions to be stipulated as
compulsory taxpayers, as follows.

Punctuality in submitting the tax return.
b. Should no tax arrears for all types of taxes that become his obligations.

c¢. The annual financial statements have been audited by certified public accountant or government financial
oversight body with unqualified opinion.

d. Should never been convicted of criminal offenses in the field of taxation based on the court decisions that
have had permanent legal force within the last five years.
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3.4 Data Analysis Technique

The analysis technique used is Moderated Regression Analysis (MRA) with the following formula.
C =a + B IK +p,MO + B,S0 + B,T1 + p,IK *TI + ;MO *TI + 3,50 *TI + ¢
Notation

TC : Taxpayer’s Compliance
TK : Taxation Knowledge
MO : Moral Obligation

SQ : Service Quality

TI : Taxpayer’s Intention
Bi-B7  : Coefficients

a : Constants

Prior to hypothesis testing, classical assumption test is conducted in order to determine if there are any
discrepancies of the assumption. Requirement of linear regression analysis based on Ordinary Least Square
(OLS). The classical assumption test performed are normality and heteroskedasticity test. Normality test is
aimed to test whether the disruptive or residual variable is normally distributed, which is tested by Kolmogorov
Smirnov. Heteroskedasticity test is intended to test whether in the regression model there is variance inequality
of the residual or observation to another observation, which is tested by the Glejser Test.

4. Results and Discussions
4.1 Description of Respondents

Cooperatives that operate at the level of Bali Province as many as 170 units, whose 9 units are not active, leaving
the remaining 161 units are still active. Questionnaires are distributed directly to each cooperative. Before the
questionnaire was distributed, the statements in the questionnaire were tested for validity and reliability with
pilot test of 35 students of bachelor degree of Faculty of Economics and Business University of Udayana. The
results of validity test show that value of correlation coefficient of instrument equal to r > 0,30. This means that
the research instrument can be said to be valid. The results of reliability test show that each question component
has value of cronbach's alpha more than 0,60, which means that all research instruments are indicated reliable.

In a certain time period, the distributed questionnaires received responses of 140 copies. Based that number,
cooperatives with information about taxpayer identification number are 91 units which then become the sample
of this research. Description of respondents is presented in table 1 below.

4.2 Description of Research Variables

Description of research variables aims to determine the average value, minimum value, maximum value and
deviation of variables examined, specifically service quality, moral obligation, knowledge taxation, taxpayer
intention and taxpayer’s compliance. The result of the research variables is described in table 2 below.

Respondents tend to agree that cooperatives have knowledge of taxation. The average respondent’s answer about
the quality of tax services amounted to 3,02. The result indicates that respondents often feel the tax service
officers provide services accurately in accordance with the promised. Tax authorities also provide services with
quick response, knowledge and ability to serve in friendly and courteous manner. Average perceptions of
respondents agree that if they do not fulfill tax obligations, they disobey ethics, principles of life, feel guilty and
against the procedure of taxation. Respondents tend to have the intention of dutifully carrying out taxation
obligations with the encouragement from the fiscus. The average trend of respondents states that taxpayers’
beliefs to be obedient and compliant to tax responsibilities are driven by tax officials.
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Table 1: Description of Respondents Research

Number Percentage (%)

Type of Cooperative

a. Saving and loan cooperative 70 77

b. Multi-purpose cooperative 21 23
Age

a. 25-34 years 19 21

b. 35-44 years 39 43

c. =>45years 33 27
Gender

a. Man 76 84

b. Woman 15 16
Education

a. High school 2 2

b. Diploma 10 11

c. Bachelor 74 81

d. Master or higher 5 6
Taxation Education

a. Tax brevet 1 1
Course 5 6

a. Training or counseling 20 20

b. Seminar 66 73

Source: Data processed, 2018

Table 2: Description of Research Variables

Variables N Minimum Maximum Mean Standard Deviation
Taxation Knowledge 91 1,00 3,93 2,98 0,87
Moral Obligation 91 1,00 3,71 3,68 0,99
Service Quality of Tax 91 1,04 3,84 3,02 0,87
Taxpayer’s Intention 91 1,00 3,95 2,98 0,87
Taxpayer’s Compliance 91 1,00 3,51 2,82 0,94

Source: Data processed, 2018

4.3 Hypotheses Testing Results

Prior to hypotheses testing, initially assumption test is performed. Normality test result indicates that the data are
normally distributed. Similarly with heteroscedasticity test result, it showed that there are no symptoms of
heteroscedasticity. The result of the moderation regression test is presented in table 3.
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Table 3: Result of Regression Moderation Analysis

Unstandardized Standardized ¢ Significance
Coefficients () Coefficients Value
Constant -0,012 - -0,014 0,980
TK -0,147 -0,121 -0,116 0,908
MO 0,900 0,833 0,762 0,448
SQ -0,496 -0,407 -2,665 0,009
TI 0,523 0,427 1,918 0,059
TK*TI 0,024 0,134 0,078 0,938
MO*TI -0,167 -1,002 -0,589 0,558
SQ*TI 0,202 1,145 3,858 0,000
F Test 135,216, sig. 0,000
Adjusted R? 0,913
Source: Data processed, 2018
Notation
TK : Taxation Knowledge
MO : Moral Obligation
SQ : Service Quality
TI : Taxpayer’s Intention

4.4 The Competence of the Intention to Moderate the Influence of Taxation Knowledge on Taxpayer’s
Compliance

Hypothesis 1 (H)) reveals that taxpayer’s intention enhances the influence of tax knowledge on taxpayer’s
behavior. The result of the analysis presents that intention does not moderate the influence of taxation knowledge
on taxpayer’s compliance, which means that H; is not approved. Knowledge of taxation owned by the taxpayers
and the intention of the taxpayers to perform the tax obligation do not initiate taxpayers to obey tax obligations.

Theory of planned behavior acknowledges that the immediate determinant of the individual’s behavior is the
intention to perform the behavior. Someone’s intentions can be predicted through three things, namely their
attitude, their subjective norms and the perception of behavioral control (Ajzen, 1991). A person’s behavior to do
or not to do something is strongly influenced by intention. Behavioral intention is an indication of a person’s
readiness to perform behavior, so the intention of behaving is a direct antecedent of behavior. Intention is the
tendency of a person to choose to do or not to do a job and assumed as motivating factors that exist within the
individual that determine behavior.

Respondents in this study are cooperative managements as proxy of cooperative taxpayer. The dutiful intention
of the cooperative managements to carry out the obligations depends on the members of the cooperative. As a
result, belief about the existence of aspects that support or inhibit the control beliefs and perceptions about how
firmly supports and inhibits the perceived power, which is the most dominant in determine the intention of
cooperative managements in doing or not doing an action.

4.5 The Competence of the Intention to Moderate the Influence of Moral Obligations on Taxpayer’s
Compliance

Hypothesis 2 (H,) recognizes that taxpayer’s intentions strengthen the impact of moral obligations on taxpayer’s
compliance. The result of the analysis shows that the intention does not moderate the moral obligation on
taxpayer’s compliance. This means that the high moral obligation followed by the intention to comply with the
obligation of taxation cannot increase the cooperative taxpayer’s compliance to fulfill their tax responsibilities.

Moral obligation is external factor of taxpayers in behaving obediently to pay taxes. Situational attribution is
external motive that refers to the surrounding environment, which affects behaviors, such as social conditions,
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social values and community views. Compliance with tax obligation by cooperatives is eminently depend on
their members. Cooperative managements’ intentions are formed by normative beliefs, which consist of others
normative beliefs and motivation to comply.

These results are in line with Wenzel (2014), Baron and Kenny (1997) and De-Juan, et al. (1994) which
explained that the taxpayer’s intention is not able to heighten someone’s moral duty to accomplish taxation
obligations in groups that behave disobediently because of social norms. Social norms are common practice that
becomes the benchmark of behavior within a community group and certain territorial boundaries. Norms evolved
along with the social agreements of their communities.

4.6 The Competence of the Intention to Moderate the Quality of Service on Taxpayer’s Compliance

Hypothesis 3 (Hz) informs that the taxpayer’s good intention increase the influence of the quality of tax service
on taxpayer’s compliance. The result of the analysis confirms that the intention is able to moderate the influence
of the quality of tax service on taxpayer compliance. The more desirable the quality of service provided by the
fiscus and assisted by taxpayer’s obedient intentions to accomplish taxation obligations lead to more obedient
cooperatives taxpayer to implement taxation obligations.

This result is in accordance with the theory of planned behavior which interprets that the immediate determinant
of the individual’s behavior is the intention to display the behavior. Someone’s intention can be predicted
through three main motives, namely their attitude toward things experienced, subjective norms possessed and the
perception of behavioral control (Ajzen, 1991). A person’s behavior to do or not to do something is firmly
persuaded by the intention. The development of taxpayer’s obedient behavior is strongly influenced by the
taxpayer’s compliant intention.

The outcome confirms the research conducted by Mustikasari (2007) which concluded that among the
independent variables of attitude studied, perceived behavior control variable has the greatest impact on taxpayer
intention to behave noncompliance. The taxpayer has the perception that if the facilities provided by the
company are high or sufficient, then the tax noncompliance is low or vice versa. The existence of taxpayer’s
intention can expand the taxpayer’s compliance behavior with the support of the quality of tax service provided.

5. Conclusions and Suggestions

Based on the discussion of research results, it can be concluded that the intention is not able to moderate the
impact of taxation knowledge on taxpayer’s compliance. Intention is also not competent to moderate the
influence of moral obligation on taxpayer’s compliance. This is likely to happen because the operational decision
of the cooperative is determined in annual member meeting. However, the intention is adequate to moderate the
effect of service quality on taxpayer’s compliance. Excellent service quality followed by taxpayer’s obedient
intention caused taxpayer’s compliance increased.

Further researchers are advised to use self-categorization theory that explains about a person’s cognitive
awareness of membership in a group to examine cooperatives taxpayer’s compliance. The suggested respondents
are members of cooperative as representatives of cooperative taxpayer to observe the consistency of research
results.
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