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ABSTRACT

As a Least Developed Country (LDC), Bangladesh's economy highly depends on tax
revenue to formulate the national budget and conduct development projects. However,
the country has consistently exhibited poor tax revenue collection and recorded one of
the lowest tax compliance levels among the South Asian nations. In prior studies, Tax
Compliance Behavior (TCB) has been discussed from the economic, social, and
behavioral aspects. However, in the context of LDC, some important and relevant
factors are yet to be addressed. Based on the theoretical foundations of social exchange
theory, social influence theory, cognitive theory, and deterrence theory, this study aims
to examine the factors influencing TCB of individual taxpayers in Bangladesh.
Specifically, the study investigates the effects of key dimensions of the Quality of
Government (QoG) including impartiality, provision of public services and control of
corruption, Quality of Online Tax Services (QoTS), dimensions of the Tax System
Structure (TSS) that are the probability of being detected, the severity of penalty and
tax rate, and demographic factors on TCB. Furthermore, tax knowledge is incorporated
into the model to assess its moderating role in the relationships between these
determinants and TCB. To achieve the objectives of the study, a survey was carried out.
Using snowball sampling, the questionnaire was distributed to the taxpayers in Dhaka
and Chattogram, the country’s capital and business capital cities, respectively. With a
response rate of 22%, the collected data has been coded and keyed into the SPSS
software, and multiple regression analysis along with independent sample t-test and one
way ANOVA have been utilized to analyze the data. The results indicate that control of
corruption (CoC) and severity of penalty (SP) that representing dimensions of the QoG
and TSS are significantly and positively associated with TCB. The findings also reveal
a significant relationship between demographic factors and TCB, suggesting that tax
compliance levels vary across different demographic groups. Furthermore, the analysis
shows that tax knowledge significantly moderates the relationship between CoC and
TCB, but in a negative direction, implying that higher tax knowledge weakens the
positive influence of CoC on TCB. Conversely, tax knowledge exerts a significant
positive moderating effect on the relationship between SP and TCB, although it slightly
reduces the strength of the direct effect of SP on TCB. This study enriches the
understanding of TCB by offering new empirical insights from the context of an LCD,
specifically Bangladesh. The findings signify practical policy implications for LDCs,
specifically, to improve revenue generation by introducing anti-corruption efforts,
enforcing effective penalties, and promoting targeted tax education, which can
strengthen compliance.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

The financial resources, which a government conducts its different activities with, come
from tax and non-tax revenues (Slemrod, 2019). Tax is one of the major sources of
revenue to facilitate the development of a country (Alm, 2019). While its role and
importance cannot be underestimated in the modern economy, tax is a legal and
mandatory contribution from every eligible citizen and corporate firm to its state
treasury. It assists governmental activities by raising the necessary funds, ensures
redistribution of resources, discourages the consumption of unhealthy goods, gives
strength to the economy by mitigating inflation, as well as increases scopes for

employment (Kasper & Alm, 2022; Islam, 2016).

Every government is committed to spend the collected tax for its nation’s
wellbeing. The provision of public services and facilities could be regarded as a means
of returning the collected tax back to the taxpayers. This dependency on tax revenue for
a nation’s wellbeing is evident in the developed and the developing nations alike
(Campbell, 2023; Ahmed, 2013). Hence, the collection of optimum tax becomes crucial
for ensuring economic growth and sustainable development (Alm, 2019). Given this
paramount importance of taxation, policymakers, researchers, non-government
organizations (NGO) and other international financial institutions such as the World
Bank and International Monetary Fund (IMF) approach the issue of taxation with close

attention.

Despite the vitality of taxation for a nation’s wellbeing, the collection of tax
revenue largely depends on the willingness of taxpayers to comply with the existing tax
laws of a country (Alm, 2019; James & Alley, 2002). It is not seen as an easy task for
the tax authorities to collect the optimum amount of tax as some residents tend to dislike
paying tax (Slemrod, 2019). While taxpayers not acting in accordance with the
provisions of tax laws in place is considered as an act of non-compliance (Kirchler,
2007), tax non-compliance is recognized to be the most common and critical problem

the tax authorities face (Campbell, 2023; Al-Rashdan, 2020).



Tax non-compliance is considered a global issue and exists in every economy
despite its development status (OECD, 2018; Chau & Leung, 2009). In developed
countries like the United States of America (USA), the United Kingdom (UK), the
existence of tax non-compliance has been documented (Advani, 2022). In FY 2022-
2023, the gap between targeted and actual collection of tax revenue in UK was recorded
at 4.8% (£39.8 billion) (HMRC, 2024), whereas in USA, this gap recorded at 15.1%
($688 billion) in FY 2020-2021 (IRS, 2023). In addition, Williams (2020) pointed out
tax non-compliance as a common practice in European economies. Williams and
Schneider (2016) revealed the figure of tax non-compliance is similar to the 15.8% of

the total GDP of European nations.

However, this issue appears to be more acute in developing countries as well as
the least developed countries (LDC)! as compared to the developed ones (Umar &
Masud, 2020; Rosid, Evans & Tran-Nam, 2018; Kira, 2017; Terkper, 2003). The
developing countries and LDCs usually collect 10-20% tax revenue compared to their
GDP, which is around 50% lower than the collection of the developed nations (Besley
& Persson, 2014).

Like other LDCs, the tax administration in Bangladesh has also been facing the
problem of noncompliance since its establishment (Mannan, Farhana & Chowdhury,
2023; Ahmed, 2013). Despite having enormous human and natural resources as well as
economic potentials, the country has continued to record one of the lowest tax
compliance levels within the South-East Asian nations (OECD, 2018). In consequence,
the country needs to depend on foreign loans and grants to meet her budget deficit. In
2021, the amounts of public and per capita debts of the country were recorded to be
USD 148,250 million and USD 875 respectively; where the public debt represented
35.61% of the country’s total GDP (Ministry of Finance, 2023; Country economy,
2023). Table 1.1 reflects an increasing trend in public and per capita debts of the country
over a five-year period (2017-2021).

! According to the United Nations (UN), the countries, which exhibits significant structural limitations
on the way to achieve sustainable development, and have poor level of economic, social, environmental
and human potentials can be categorized as LDCs. Currently, 45 countries are enlisted in this category,
and in every three years the status of the LDCs are reviewed by the Committee for Development (CDP)
(UN, 2024).



Table 1.1 Public Debt, Per Capita Debt and Debt Percentage to GDP in Bangladesh
from 2017-2021

Year Public Debt (in USD)  Debt Per Capita (in USD)  Debt (% of GDP)
2017 83,150 million 521 28.31%
2018 94,977 million 589 29.55%
2019 112,225 million 688 31.95%
2020 129,031 million 783 34.51%
2021 148,250 million 875 35.61%

Source: (Ministry of Finance, 2023)

Bangladesh Jatiya Sangsad (the National Assembly of Bangladesh) approved a
national budget of Bangladeshi Taka (BDT) 7.62 trillion (USD 71billion) for the
Financial Year (FY) 2023-2024, where tax revenue was estimated to be approximately
56% (Ministry of Finance, 2023). Moreover, to cover the budget deficit, domestic and
foreign loans were estimated to be around 34% in the same FY (Ministry of Finance,
2023). Excessive dependency on loans creates huge pressure on the economy of the
country, especially, decreasing foreign exchange reserves and increasing devaluation of
Bangladeshi Taka (BDT) (Khatun, 2022). Figure 1.1 shows the estimation of resources
for FY 2023-2024.



OPERATING AND DEVELOPMENT BUDGET OF
BANGLADESH IN FY 2023-2024
Foreign Grants
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Figure 1.1 Estimation of Resources for FY 2023-2024
Source: (Ministry of Finance, 2023)

In addition, the United Nations Economic and Social Commission for Asia and
the Pacific (UN-ESCAP) had reported that Bangladesh ranked the lowest in the measure
of tax-to-GDP ratio among the South Asian nations (ESCAP, 2018). In FY 2022,
Bangladesh had only 7.7% tax-to-GDP ratio, compared to some 20-25% benchmark
tax-to-GDP ratio among many other developing nations (Mavis, 2022). However, it is
argued that considering potentials, the tax-to-GDP ratio in Bangladesh should be 18-
20%, but unfortunately, due to poor tax collection, it stands at around 7.7% (Mavis,
2022; Khan, Kamal & Talukdar, 2019; Mazid, 2019). The tax-to-GDP ratio is a ratio
of a nation’s tax revenue relative to its GDP, which is used to measure a country’s
revenue earning capacity as per GDP, where an increase in tax revenue is expected
along with the country’s growth in GDP (OECD, 2018). Table 1.2 presents a

comparison of tax-to-GDP ratios among South Asian countries.



Table 1.2 Tax-GDP Ratios in South Asian Countries in 2022

Country Tax-GDP Ratio (in %)
Nepal 23.1%
Maldives 20.5%

India 19.69%
Pakistan 14.88%

Sri Lanka 12.74%

Bhutan 10.7%
Bangladesh 7.7%

Source: (Mavis, 2022)

Weak economic structure, budget deficit and excessive dependency on loans,
low tax-GDP ratio and poor tax collections are evident in Bangladesh economy (CPD,
2023; Mavis, 2022; Ministry of Finance, 2023; Mazid, 2019). However, the country
envisions becoming a developed nation by the year 2041, without significant progress
in revenue earnings through the improvement of tax compliance behavior, it would not

be possible to reach this landmark.

Tax non-compliance is a complex issue involving many underlying factors.
Prior tax studies highlighted different governmental services and examined the
relationship between the quality of these services and TCB (Nkundabanyanga et al.,
2017; Roshid et al., 2018; Jahnke, 2017; Williams & Krasniqi, 2017). However, the
perception of the taxpayers regarding the quality of the government (QoG) and its
impact on their compliance behavior is yet to be known (OECD, 2018; Abdullahi, 2017;
Alabede, 2012).

Moreover, achieving the target of optimum tax collection primarily depends on
the successful provision of quality of online tax services (QoTS) and effective designing
of the tax system structure (namely, detection probability, severity of penalty and tax

rate). In addition, prior studies incorporated demographic factors as the determinants of



TCB and opined the need to understand the impact of demographic factors on TCB in
order to formulate proper policies (Lopez-Luzuriaga & Scartascini, 2023; Prasetyo et
al., 2020; Yimam & Asmare, 2020). However, in the context of LDCs, especially in
Bangladesh, due to scant empirical studies, very little can be known about the impact
of QoTS, tax system structure and demographic factors on the compliance behavior of

the taxpayers (IRDB, 2023; Mannan et al., 2023; Khan et al., 2019).

Moreover, tax knowledge facilitates taxpayers to understand the tax laws
properly (Susanto, Adrianne & Pirzada, 2019). Thus, the present study includes tax
knowledge as a moderator in the proposed tax compliance model and examines whether
it moderates the relationship between the determinants and the TCB. Furthermore,
researchers argued that TCB involves many disciplines of knowledge, and theories from
diverse aspects are required to describe the relationship between TCB and its
determinants (Batrancea et al., 2012; Bello & Danjuma, 2014). Hence, the present study
incorporates theories from social (social exchange theory and social influence theory),
economic (deterrence theory), psychological (cognitive theory) aspects to support the

relationship between TCB and its determinants.

1.2 PROBLEM STATEMENT

Bangladesh is an emerging economy that largely depends on its tax revenue. However,
tax revenue was estimated to cover only 56% of the annual budget for the FY 2023-
2024 (Ministry of Finance,2024). This does not represent an ideal condition for an LDC
economy like Bangladesh, as the government must rely on loans from internal and

foreign sources to cover the deficit (IRBD, 2023).?

The collection of tax revenue® by National Board of Revenue (NBR), the tax
authority in Bangladesh, does neither stand at a satisfactory level. For instance, in the
FY 2021-22, the target revenue was planned to be BDT 3770 billion, whereas in reality,
the collected sum was recorded to be BDT 2982.82 billion, falling around 21% short of

the expected sum (Ministry of Finance, 2023). In terms of income tax revenue, which

2LDC listed countries like Bhutan had covered almost 85% of its national budget funding from revenue
earnings and rest 15% they recovered from loans (National Budget, Royal Govt. of Bhutan, 2023).

3 Tax revenue is the sum of earnings from different sources of direct tax (income tax, land and
development tax, non-judicial stamp tax) and indirect tax (Value-added tax, excise duty, customs tax,
supplementary tax).



is the main source of direct tax, the actual collection had lagged behind the target sum
by 20.57% (target and actual collection were BDT 1210.17 billion and 961.22 billion,
respectively in FY 2021-22) (Ministry of Finance, 2023). Furthermore, poor revenue
collection is also reflected in the tax-GDP ratio of the country. In FY 2022, it was
recorded at only 7.7%, which was the lowest among the South-East Asian nations

(Mavis, 2022; Mazid, 2019).

Moreover, the revenue collection and annual growth with respect to income tax
reveal a grimmer reality. In FY 2019-2020, the recorded income tax collection was BDT
705.01 billion, which represented only 2.6% of GDP (Ministry of Finance, 2019).
Although in the country’s Seventh Five Year Plan (7FYP) the government had set a
target to raise it to 5.4% by the year 2020, the statistic testifies otherwise (Khan et al.,
2019).

Bangladesh has a total population of 173 million (Worldmeters, 2023).
According to the Bangladesh Bureau of Statistics (BBS), 73.69 million people are
employed, which marks 42.59% of the total population (Bangladesh Bureau of
Statistics, 2023). However, in FY 2021-22, the total count of tax identification number
(TIN) holders including individual and business entities was 7.4 million. Out of this
sum, 2.8 million were individual income taxpayers, which represents only 3.79% of the
total employed population (CPD 2023; Mavis, 2022). In a separate projection, the NBR
chief opined that eligible taxpayers in the country would be not less than 40 million
(The Daily Star, 2019a). This enormous difference between the count of TIN holders
and the estimated count of employed population clearly indicates that a huge count of
working population is not at all included in the country’s tax system, which reveals a
very narrow tax base of the country (ESCAP, 2018). Apart from this, out of the 7.4
million TIN holders (individual and business entities combined), only 2.3 million had
submitted their tax return for the FY 2021-2022 (Ministry of Finance, 2023; Mavis,
2022), revealing a compliance rate of 31.08%. Such low tax compliance has become a
significant challenge for the economy of Bangladesh, causing enormous revenue loss

to its government (CPD, 2023).

Poor tax compliance and shortfalls in tax revenue collection is an ongoing reality
in Bangladesh (Rashid & Ahmad, 2020). Besides impeding the country’s economic
growth and overall development, it results in the government incurring foreign loans at

high interest rates just to cover budget deficits. A former finance minister of
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Bangladesh, Mr. A. A. Muhit had acknowledged that the country’s high dependency on
foreign loans is primarily due to its low tax revenue collection (Ministry of Finance,
2018). In 2021, the amounts of public and per capita debts of the country were recorded
to be USD 148,250 million and USD 875 respectively; where the public debt
represented 35.61% of the country’s total GDP (Ministry of Finance, 2023; Country
economy, 2023).

Moreover, the state of quality of governments (QoG) in Bangladesh does not
stand at a satisfactory level. Poor quality of public services and partial and
discriminatory treatment of the government officials are enhancing anger among the
citizens (The daily Star, 2021). Widespread corruption and lack of accountability of
both government and public officials are common (Asadullah & Chakravorty, 2019).
Bangladesh's government annually loses 2% GDP because of widespread corruption

and inefficiency in public administration (Hossain, 2020).

In addition, people’s perception towards the QoTS in Bangladesh is not
favorable yet (IRBD, 2018). Rana and Masukujjaan (2017) opined that, in Bangladesh,
the tax authority is consistently promoting several online services to facilitate taxpayers
by offering smooth and hassle-free operation; however, the outcome is yet to be
achieved. In response, NBR has incorporated many amendments to their tax system
structures and has imposed a strict enforcement strategy for these amendments, while
the benefit is yet to be seen. Siddiquee and Saleheen (2021) opined that the audit system
and enforcement of penalty is still weak, which failing to address the non-compliant
taxpayers in Bangladesh. Furthermore, prior studies concerned with the effect of
demographic factors on TCB revealed ununiformed results (Lopez-Luzuriaga &
Scartascini 2023; Prasetyo et al., 2020; Yimam & Asmare 2020; Shiferaw & Tesfaye
2020; Hofmann et al., 2017; Alabede, 2014; Gupta, 2009).

In that respect, researchers suggested that utilizing moderating variables in
studying tax compliance behavior might produce more precise results (Paleka,
Karanovi¢ & Stambuk, 2023; Agbetunde, Raimi & Akinrinola, 2022; Sinnasamy, Bidin
& Ismail, 2015; Alabede, Ariffin & Idris, 2011; Murphy, 2007). Prior studies confirmed
the significant direct relationship between tax knowledge and TCB (Al-Ttaffi et al.,
2020; Saad, 2014; Palil, 2010), however, the moderating capacity of tax knowledge on

the relationship between TCB and its determinants are yet to be examined.



Theoretically, tax compliance behavior with respect to the developing countries
and LDCs are studied based on a basic tax compliance model, comprised of many
different factors that determine the tax compliance behavior of a given population.
Many extensions have also been brought to this model in order to incorporate new
factors. However, the perception of the taxpayers regarding the overall quality of
government and its impact on their compliance behavior as well as the moderating role
of tax knowledge among the taxpayers are yet to be studied. Especially for the LDCs
that exhibit poor quality of governance, the relevance of these factors in understanding
their tax compliance behavior cannot be underestimated. Nevertheless, although the
quality of online tax services (QoTS), the effects of tax system structure and
demographic characteristics of the taxpayers have before been tested for their influence
on TCB, due to the lack of empirical research on these in the context of Bangladesh, the
inclusion of these factors in this research may produce better understanding for

improving tax compliance in Bangladesh.

1.3 RESEARCH OBJECTIVES

This research aims to gain an empirical evidence-based understanding of compliance
behavior of individual taxpayers in Bangladesh. Under this broad aim, the research has

the following objectives.
1. To examine the factors affecting TCB in Bangladesh.
2. To investigate the influence of demographic factors on TCB in Bangladesh.

3. To assess the moderating effects of Tax knowledge on the relationship between

TCB and the factors affecting TCB in Bangladesh.

1.4 RESEARCH QUESTIONS

The following research questions have been identified to guide the research.

1. a. Do the dimensions of QoG, namely, impartiality, provision of public services

and control of corruption affect TCB in Bangladesh?

b. Does QoTS affect TCB in Bangladesh?



c. Do the dimensions of TSS, namely, probability of being detected, severity of
penalty and tax rate affect TCB in Bangladesh?

2. Do demographic factors influence TCB in Bangladesh?

3. Does tax knowledge moderate the relationship between TCB and its

determinants, namely, QoG, QoTS and TSS?

1.5 MOTIVATION OF THE STUDY

Bangladesh, as an LDC, has reached the landmark of 37™ world’s largest economy, with
a GDP of USD 409 billion (ahmed,2021). The country has huge potential to achieve
economic prosperity, and it has been forecasted that the size of the economy can be
doubled from its current size by 2030 (Ahmed, 2021). However, poor revenue collection
is one of the major challenges that the country is facing to achieve its economic goals,
and due to this, the country needs to rely largely on foreign loans and grants to meet the
budget deficit and carry on the development projects (CPD, 2023). Therefore,
addressing the issue of poor revenue collection can be considered as an important

initiative to ensure the country’s economic development.

In addition, poor quality of governmental services along with widespread
corruptions is evident in Bangladesh, which leads dissatisfaction among the citizens
towards the government (Lord & Baset, 2024). Moreover, the NBR has its own
limitations to provide quality services (Islam, Islam & Saha, 2022) and implement strict
enforcement strategies to collect optimum levels of tax (Siddiquee & Saleheen, 2021).
In addition, due to scant empirical studies on the issue, very little can be known
regarding the TCB of Bangladeshi taxpayers, which leads an adverse impact on the
policy makings as the decisive body might not have access to enough empirically
supported findings from the ground. Hence, it could be a timely initiative to investigate
the determinants of TCB in Bangladesh in order to highlight the issues that need to be

addressed to boost country’s tax revenue earnings.
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1.6 SIGNIFICANCE OF THE STUDY

This study makes several contributions from both theoretical and practical perspectives.
Highlighting the context of the LDCs with specific reference to Bangladesh, the

significances of the study are mentioned in the following discussions.

1.6.1 Theoretical Contribution

This study contributes to the existing narratives of the TCB by incorporating its
determining factors from social, psychological and economic perspective with specific
focus to the LDCs. The unique contribution of the study is to incorporate QoG as a new
determinant of TCB in the LDC context. Prior studies discussed the relationship
between different actions and services provided by the government with TCB, however,
a comprehensive discussion on the QoG and the impact of its dimensions on TCB was

relevant to be examined in the LDC context.

Moreover, considering the peculiarity and context of Bangladesh, an LDC, this
study includes QoTS, tax system structure and demographic factors in the proposed tax
compliance model, which add new discussion in the tax compliance literature in LDCs.
In addition, tax knowledge of individual taxpayers has been incorporated as such a
moderating variable in this research in order to study the moderating role it plays in
shaping the relationship between tax compliance behavior and its determinants. This

also enhances the existing narratives on tax compliance.

Furthermore, this study employes theory from social (social exchange theory?,
social influence theory), psychological (cognitive theory) and economic (deterrence
theory) aspect to explain the relationship between TCB and its determinants and
propose a tax compliance model for the individual taxpayers of Bangladesh. This
attempt is a response to the call of prior studies to include theories from diverse aspects
to interpret the TCB (Alm, 1991; Jackson & Milliron, 1986). Thus, this study also
contributes to the existing literature by incorporating theories from different disciplines

to illustrate the TCB.

4 Theoretical discussions are presented in chapter four.
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1.7 PRACTICAL CONTRIBUTION

The present study provides evidence-based insights regarding the TCB of Bangladeshi
taxpayers, which may help the government of LDCs and their tax authorities to

formulate appropriate policies to boost the revenue collection.

For the tax authorities, this study contributes new knowledge on the behavior of
individual taxpayers, where empirical studies are scant. This study examines the quality
of the online tax services and the effectiveness of the tax system structure. These
attempts may help the tax regimes to assess their service quality and effectiveness of
the deterrent tools from the viewpoint of taxpayers. Subsequently, the findings may help
the tax authority to revisit their online services and upgrade the quality according to the
taxpayer’s demand. In addition, the results of this study may assist tax authority to
detect the loopholes of the tax system structure and bring necessary changes to make it

effective.

Furthermore, the study examines the effect of demographic factors toward TCB,
which may help tax authorities to understand the level of compliance among the
taxpayers with different demographic attributes. Accordingly, the findings may help the
concerned authority to categorize taxpayers based on their demographic characteristics

and formulate specific strategies to address the issue of each group.

For the governments of LDCs like Bangladesh, the research produces evidence-
based insights on their main revenue-earning sectors by presenting empirical findings
on the determinants of TCB, which can help them formulating appropriate policies and
effective budgeting to strengthen their tax revenue sources. The relationship between
individual taxpayers’ perception on the quality of government and the way such
perception affects tax compliance may also provide vital insights and/ or tools for the
governments of LDCs to address the issue of poor tax compliance. The findings
demonstrate a comprehensive picture of the QoG that may assist the government to
develop action plans to ensure taxpayers’ civic rights and needs. More importantly, for
the government of Bangladesh, this research reveals the underlying factors that are
causing low revenue collection as well as suggests policy implications to ameliorate
these, as optimum revenue collection could provide the most vital economic instrument

for the development of the country.
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1.8 SCOPE OF THE STUDY

This study primarily focuses on personal income tax. In Bangladesh, personal income
tax is levied on every eligible individual, but the scenario of its collection presents a
very grim reality. The country has a very narrow tax base, where only 3.79% of the
employed population are included in the tax system (have TIN) (CPD 2023; Mavis,
2022). Accordingly, the collection of revenue from personal income tax remains very

low (Khan et al., 2019).

Moreover, most of the prior studies in the context of Bangladesh focused on
VAT (Siddiquee & Saleheen, 2021; Faridy & Sarker, 2011; Faridy et al., 2014; Begum
& Khanam, 2021) and very little can be known regarding the factors influencing the
poor collection of income tax due to the limited empirical study. Unlike other kinds of
taxes governed by NBR, personal income tax has more uniformity in terms of its nature,
rules and regulations. Hence, due to its scale and poor collection scenario, personal
income tax presents the most suitable form for studying tax compliance behavior in

Bangladesh.

1.9 OUTLINE OF THE THESIS

The thesis consists of seven chapters. The background of the study, along with the
problem statement, is presented in chapter one. The research questions and the research
objectives of the study are also addressed in this chapter. Then, in the next chapter, an
overview of Bangladesh, the country’s tax administration, different tax types and

relevant tax laws are discussed.

Chapter three reviews the literature related to the issue of tax compliance and
different factors of TCB. This chapter also reviews the prominent theoretical and
conceptual frameworks of TCB and presents the research gaps. The ensuing chapter
discusses the underpinning theories and illustrates the research framework of the study.
Furthermore, it also covers the arguments and discussions about developing the
hypotheses of the study. Chapter five discusses the operational definition and the
measurement strategies of the variables of this study. This chapter also covers detailed
discussions related to the development of research instruments, data collection, and
analysis procedures of the study. In addition, chapter six presents the research’s results

and discussions of the empirical findings. This chapter also attempts to analyze the

13



answers to the study’s research questions. Finally, an overview of the research results,
along with the research’s significance, limitations and recommendations for the future,

are presented in the conclusion chapter.
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CHAPTER TWO
TAX SYSTEM OF BANGLADESH

2.1 INTRODUCTION

This chapter provides an overview of tax system in Bangladesh with a particular focus
on personal income tax. Initially it illustrates a brief introduction of the country
followed by a short description regarding the tax structure and administration of NBR.
Then, it highlights the income tax system of the country, specifically, different types of
taxable incomes, tax rates, and imposition of penalty. Finally, the chapter discusses the
tax-GDP ratio of the country to highlight the poor contribution of tax to the national
GDP.

2.2 INTRODUCTION TO BANGLADESH

Bangladesh is a South Asian country that became independent from being a part of
Pakistan in 1971 through a nine-month long liberation war (Ahmed, 2013). The country
is ranked the eighth most populated country in the world, totaling 173 million. Situated
on a land area of 147570 square kilometers, it is considered one of the most densely
populated countries in the world (Worldmeters, 2023; Talukder, 2017). The country
consists of eight divisions, further subdivided into sixty-four districts; and follows the
Westminster system of governance where unitary parliamentary democracy has been in
practice since 1991 (Rashid, 2019). The Prime Minister leads the government with 300
elected members from parliamentary constituencies. Figure 2.1 provides a map of the

country along with its eight divisions.
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Figure 2.1 Maps of Bangladesh
Source: (Maps of World, 2020)

The official language of the country is called Bengali, based on the lingual
ethnicity of 98% of its population. The country is ranked the fourth-largest Muslim-
majority country in the world, as 89.5% people are followers of Islam. The country is
regarded as an LDC with a GDP of USD 446.35 billion as per recorded in 2023
(Ministry of Finance, 2023). While the main economic sector of the country had long
been agriculture, since the 1990s this trend has changed as service and readymade
garments (RMG) sectors have continued to top the rank (Ahamed, 2013). The service
sector leads the economic activity with a portion of 56.3% of GDP, followed by RMG
and agriculture (28.1% and 15.5% of GDP, respectively) (Rahman, Habibullah &
Masum, 2017).

According to the BBS data, per capita gross national income (GNI) has been
observing an increasing trend in the past few decades (The Daily Star, 2019b). In FY
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2022, per capita GNI for the country was recorded at USD 2820 (Macrotrends, 2023).
The per capita GNI from the birth of the country to date is presented in Figure 2.2

Per Capita GNI in Bangladesh Since FY 1972-2022

(In USD)
$2820
$97
$240 §320 -
$120 , ——
k—
1972 1982 1992 2002 2012 2022

Figure 2.2 Per Capita GNI from FY 1972-2022
Source: (Macrotrends, 2023)

2.3 TAX STRUCTURE AND ADMINISTRATION IN BANGLADESH

The National Board of Revenue (NBR) administers tax system in Bangladesh, which is
directly controlled by Internal Resource Division (IRD), Ministry of Finance (MOF)
(National Board of Revenue, 2020b). NBR is the responsible authority for formulating
as well as implementing the country’s tax policies, laws, rules and regulations (National
Board of Revenue, 2020b). It also proposes recommendations to MOF and the

parliament to formulate the country’s tax structure (National Board of Revenue, 2020b).

After obtaining independence on 16 December 1971, Bangabandhu Sheikh
Mujibur Rahman, the founder of the nation, established NBR under the President Order
No. 76 of 1972 (National Board of Revenue, 2020b). NBR has three main wings to
conduct its operations, namely, income tax, board administration, and custom and Value

Added Tax (VAT) (National Board of Revenue, 2020c).
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The income tax wing of NBR consists of a sub-wing, called Taxes Zones, while
all Taxes Zones have their own legal and geographical areas. According to the
organogram of NBR, several Taxes Circle offices operate under the direction of each
Taxes Zones (National Board of Revenue, 2020c¢). Figure 2.3 presents the structure of

tax regime in Bangladesh.
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Figure 2.3 Structure of Public Finance in Bangladesh

Source: (National Board of Revenue, 2020a)
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2.4 TYPES OF TAXES IN BANGLADESH

Taxes are categorized into two groups in Bangladesh: direct tax and indirect tax. Direct
taxes mainly refer to income taxes, which are also divided into personal income tax and
corporate tax. Other than income tax, direct tax also consists of land and development
tax, gift tax, non-judicial stamp, and immovable property tax (National Board of
Revenue, 2023). On the other hand, indirect taxes include customs duty, excise duty,
VAT and supplementary tax. NBR is the authorized body to collect most of these taxes
except for land and development tax, non-judicial stamp tax, and registration and
immovable property tax (National Board of Revenue, 2023). The types of taxes are

illustrated in Figure 2.4.

Types of Taxes

; . v

Direct Taxes Indirect Taxes
} 3
1. Personal Income Tax 1. Cugtoms Duty
2. Corporate Tax 2. Excise Duty
3. Land and Development Tax 3. VAT
4. Gift Tax 4. Supplementary Tax

5. Non-Judicial Stamp Tax
6. Immovable Tax

Figure 2.4 Types of Taxes in Bangladesh
Source: (National Board of Revenue, 2023)

2.5 INCOME TAXES IN BANGLADESH

Income tax is one of the primary sources of revenue collected by NBR. Bangladesh
income tax law has a long-standing, traditional history of more than two hundred years.
Although the country obtained independence in 1971, the territory was under the British
regime for around two hundred years, and subsequently under the rule of Pakistan for
two decades. In 1984, Bangladesh adopted Income Tax Law 1922, which had been in
practice in both British and former Pakistan regimes (Chowdhary, 2006).
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Income tax in Bangladesh is administered under the legislation called ‘The
Income Tax Ordinance (ITO) 1984 (XXXVI OF 1984), and The Income Tax Rules
1984. According to ITO 1984, Bangladesh follows a progressive tax system. The basis
of imposing tax on income is based on the ability to pay, where the core principle
remains “the more a taxpayer earns, the more he should pay” (National Board of
Revenue, 2020a). Income taxes are also categorized into personal income tax and

corporate income tax.

2.5.1 Personal Income Tax

Personal income tax refers to the tax levied on any individual who has a taxable income
and is not being a company (National Board of Revenue, 2020a). Individual incomes
are classified and calculated under several headings to calculate the total income and
charge the sum of payable tax. According to article 20 of Income Tax Ordinance

(1984a), the types of taxable income are as follows:
e Salaries.

Interest on securities.

e Income from house property.

e Agricultural income.

e Income from business or profession.
e (apital gain.

e Income from other sources.

Moreover, Bangladesh income tax follows progressive tax rates, which allows
charging income tax in accordance with the level of income. According to the
amendment of Income Tax Ordinance (2015), tax rate for individuals other than female
taxpayers, senior taxpayers of 65 years of age and above, physically challenged

taxpayers, and gazetted war-wounded freedom fighters are listed in table 2.1.
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Table 2.1 Personal Income Tax Rate in Bangladesh

Income Level (BDT) Tax Rate
On first up to 300,000 Nill
On the next 100,000 of taxable income 5%
On the next 300,000 of taxable income 10%
On the next 400,000 of taxable income 15%
On the next 500,000 of taxable income 20%
On the balance of total taxable income 25%

Source: (Income Tax at a Glance, Government of Bangladesh, National Board of

Revenue, 2023)

However, the limit of tax-free income threshold is different for the female
taxpayers, senior taxpayers of the age of 65 years and above, physically challenged
taxpayers, and gazetted war-wounded freedom fighters. The minimum tax-free income

for the above-mentioned groups is presented in table 2.2.

Table 2.2 Tax-Free Income Threshold for Different Categories of Taxpayers

Category of Taxpayers Minimum Tax-free Income (In
BDT)

Female 350,000

Senior citizens of the age of 65 years and above 350,000

Physically challenged taxpayers 450,000

Gazetted war-wounded freedom fighters 475,000

Source: (Income Tax at a Glance, Government of Bangladesh, National Board of

Revenue, 2023)
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Individual taxpayers of the above-mentioned criteria are legally obliged to
submit their income tax return to NBR. Other than these criteria, the following are the
other individual types who are also required to submit their tax return (National Board

of Revenue, 2020c):

¢ Individuals living in any city corporation/ divisional or district head quarter, and

owns a motor car,
e Individuals who run a business or have a trade license and a bank account,

e All professionals including doctors, lawyers, income tax practitioners, chartered
accountants, cost and management accountants, engineers, architects and

Surveyors who are registered under the concerned authorities,
e Members of any Chamber of Commerce and Industries or Trade Association.
¢ Individuals who intended to participate in any national or local election.

NBR also determines the minimum tax level for individuals living in different
geographical areas within the country. Individual taxpayers living in Dhaka and
Chattogram City Corporation areas are required to pay a minimum of BDT 5,000
income tax, and people living in other city corporations need to pay BDT 4,000
(National Board of Revenue (2020c). However, the minimum limit is BDT 3,000 for
any individual taxpayers living in any other areas of the country (National Board of

Revenue, 2020c).

2.5.2 Imposition of Penalty

Tax non-compliance is a severe problem in Bangladesh, and NBR consistently tries to
minimize the occurrence of this offence. Tax non-compliance can be made by many
means. Section 123-128 of Income Tax Ordinance (1984b) addresses the following acts

of non-compliance, considered as crimes:
e Failure to maintain an income account in the prescribed manner
e Failure to file tax return

e Using fake TIN
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e Failure to respond to any notice from concerned authority

e Failure to make the tax payable payment

e The concealment of income

ITO maintains provisions to curb the crime of tax non-compliance by imposing

penalties (Income Tax Ordinance, 1984b), while Khan et al., (2019) argued that the

amounts of penalties are low and the process of imposing them is complicated as well

as taking a long time. A list of such offences and penalties in Bangladesh income tax

system is presented in table 2.3.

Table 2.3 List of Offences and Penalties

Offence

Penalty

Failure to maintain income account in the

lawful manner (Section 123, ITO, 1984)

50% of the taxable income or BDT 5,000,

whichever is higher.

Failure to submit tax return (Section 124,

ITO, 1984)

10% of the previous year assessed
income of BDT 1,000, whichever is
higher.

Using fake TIN (Section 125, ITO, 1984)

Not exceeding BDT 20,000

Failure to response to any notice from
concerned authority (Section 126, ITO,
1984)

Not exceeding the payable amount of

taxable income.

Failure to make tax payable payment

(Section 127, ITO, 1984)

25% of the amount of tax payable

Concealment of income (Section 128,

ITO, 1984)

15% tax on the concealed income

Source: (Income Tax at a Glance, Government of Bangladesh, National Board of

Revenue, 2020c)
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2.6 TAX REVENUE EARNINGS IN BANGLADESH

The collection of revenue in Bangladesh is mainly derived from direct and indirect tax,

and NBR collects a major part of it. In FY 2021-2022, the country earned 67% of its

total revenue from indirect taxes, indicating the country’s heavy reliance on indirect

taxes, while direct taxes not contributing as much to the economy (Ministry of Finance,

2023). Income tax, being the primary source of direct taxes, had in that same period

contributed approximately 32.81% of the revenue collected by NBR (Ministry of

Finance, 2023). Sector wise revenue collection for the period of FY 2017-2022 is shown

in table 2.4.

Table 2.4 Category Wise Revenue Collection (In Billion BDT)

Items of Revenue FY17-18 FY18-19 FY19-20 FY20-21 FY21-22
Collections

Income tax 777.36 951.67 1028.94  959.50 961.22
Other taxes and duties 15.43 14.02 15.47 10.50 11.03
(A) Total of direct tax 792.79 965.69 1044.41 970 972.25
Value Added Tax (VAT) 827.13 1047.97 1098.46  1152.17 1169.94
Import duty 265.38 452.19 471.35 371.54 343.68
Export duty 0.40 0.46 0.49 0.54 0.01
Excise duty 16.64 19.76 53.45 32.77 31.07
Supplementary duty 347.66 313.93 316.84 482.98 411.87
(B) Total of indirect tax ~ 1457.21  1834.22  1940.59 2040.00 1956.57
Grand total (A+B) 2250.00 279991 2985.00 3010.00 2928.82
Share of direct tax (%) 35 34 35 32 33
Share of indirect tax (%) 65 66 65 68 67

Source: (Bangladesh Economic Review, 2023); Ministry of Finance, 2023);

Government of Bangladesh)
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Table 2.4 demonstrates a marginal increasing trend in terms of the share of
indirect taxes (in %) to the revenue collection, which supports the argument that the
contribution of direct taxes has not been increasing rather declining over this period. In
the case of income tax collection, a slow increas trend could be observed in that period.
However, Khan et al. (2019) argued that the gradual increase of income tax collection
is the result of an increasing trend of per capita income over the last decade (shown in
Figure 2.2). Furthermore, Faridy, Copp, Freudenberg and Sarker (2014) opined that
despite slow increment in income tax collection over the years, the gap between targeted
and actual collection of income tax undoubtedly indicates the presence of an enormous
tax non-compliance. Ministry of Finance (2023) also recognized the poor performance
of income tax collection compared to other sources of revenues. Figure 2.5 illustrates

revenue collection by category for FY 2021-2022.

Revenue collection by category (FY
2021-2022)

M Import Duty
M Supplimentary Duty (at import
& local level)

Income Tax

H VAT (At import & local level)

M Excise Duty

Figure 2.5 Revenue Collection by Category (FY 2021-2022)
Source: (Bangladesh Economic Review, 2023); Ministry of Finance, 2023);

Government of Bangladesh)

2.7 TAX-GDP RATIO OF BANGLADESH

Bangladesh has a low tax-GDP ratio, which falls far behind the expected standard
(ESCAP, 2018). While revenue mobilization has been the top priority of NBR, the

outcome has not been at any satisfactory level in the past decade. The economy of
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Bangladesh has experienced a marginal growth in the tax-GDP ratio during FY 2013-
14 to FY 2016-17, which, unfortunately had dropped in the subsequent financial years
(Ministry of Finance, 2023; Khan et al., 2019). Table 2.5 shows the revenue per share
of GDP (in %) from FY 2013 to 2022.

Table 2.5 Revenue as Per Share of GDP (in %) from FY 2013-2022

Source FY FY FY FY FY FY FY FY FY FY
13 14 15 16 17 18 19 20 21 22

a. Total revenue 10.7 104 9.6 100 102 96 95 95 94 93
a.] Tax revenue 90 86 85 88 90 86 82 &80 81 &0
a.1.1 NBR tax 86 83 82 84 &7 83 81 79 78 7.7

a.1.1.1Income tax 29 28 27 26 27 26 26 25 26 24

a.1.2 Non-NBR tax 03 03 03 03 03 03 04 03 03 03

a.2 Non-tax revenue 1.7 1.8 1.1 1.2 1.2 1.0 1.3 1.5 13 13

Source: (National Board of Revenue, 2023); ‘Income Tax at a Glance’, Income Tax,

Government of Bangladesh)

In table 2.5, NBR tax and income tax exhibit increasing trends until FY 2016-
2017, which continued to decrease afterwards (Khan et al., 2019). Rashid and Ahmad
(2020) expressed concern that declining trends of tax-GDP ratio are indicative of the
presence of a high level of tax non-compliance, which results in the governments having

to rely more on foreign and internal loans to meet the budget deficits.

2.8 SUMMARY

This chapter provided an overview of the tax administration and the tax system in
Bangladesh, with particular emphasis on personal income tax. In addition, the
contributions of personal income tax to the GDP of the country are also discussed in the

chapter. Although personal income tax holds enormous potential to contribute to the
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country’s revenue earnings, significant development in terms of income tax revenue
mobilization has yet to be seen. The following chapter discusses the relevant literature
of the study and reviews the prominent conceptual framework of TCB in order to

identify the research gaps.
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CHAPTER THREE

LITERATURE REVIEW

3.1 INTRODUCTION

This chapter reviews the relevant literature on tax compliance. Initially, it covers the
concept of tax compliance and TCB. Then it focuses on different factors that influence
TCB with particular reference to the QoG, QoTS, tax system structure and demographic
factors. The inclusion of the moderating variable is explained in the ensuing subsection
followed by the discussion of prominent conceptual framework related to TCB. Lastly,

the chapter concludes by highlighting the gaps in literature.

3.2 THE CONCEPT OF TAX COMPLIANCE, TAX NON-COMPLIANCE AND
TCB

Compliance generally describes a stage in which something is obliged according to its
rules and regulations. In tax studies, the word ‘compliance’ is used very widely and
commonly. In academia, a wide range of interpretations exist about tax compliance.
James and Alley (2002) defined tax compliance as "...the willingness of individual and
other taxable entities to act in accordance within the spirit as well as the letter of tax
law and administration without the application of enforcement activity." Here, James
and Alley (2002) separately mentioned the spirit of the law and the letter of the law,
which means that the taxpayer needs to fulfil both obligations to comply. Alabede et al.
(2011) depicted the branches of tax obligation, which covers a comprehensive

understanding of tax, and it is presented in Figure 3.1
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Figure 3.1 Branches of Tax Obligation
Source: (Alabede, J. O., Ariffin, Z. B. Z., & Idris, K. M. (2011). “Determinants of tax
compliance behavior: A proposed model for Nigeria”. International Research Journal

of Finance and Economics, 78(1), P.121-136)

Initially, the obligation of tax was categorized into tax compliance and tax non-
compliance. Prior studies identified tax compliance from different perspectives.
Kirchler (2007) and Alabede et al. (2011) categorized tax compliance as enforced and
voluntary compliance. Voluntary compliance refers to taxpayers' trust and confidence
in tax authorities, maintaining a good relationship with them, and complying with tax
law without any enforcement. The optimum target of the tax authority is to ensure
voluntary compliance among taxpayers (Shiferaw & Tesfaye, 2020). However, in most
tax settings, a lack of trust and cooperation exists between tax authorities and taxpayers,
and a hostile environment prevails. In those cases, the tax authority must be forced to
collect tax from the payers, which is called enforced compliance. Enforce can be made

by threats and fear of audit and penalty (Kirchler, 2007).
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McBarnett (2001) pointed out three stages of tax compliance: capitulative
compliance, committed compliance, and creative compliance. Capitulative compliance
is when taxpayers are unaware and show negligence in discharging the tax obligation,
and tax authorities need to employ enforcement mechanisms to collect tax. Alabede et
al. (2011) included it under enforced compliance. Committed compliance is a stage
where taxpayers firmly commit to oblige tax laws and submit the return without
pressure from the authorities (Gangl & Torgler, 2020). Moreover, creative compliance
can be defined as when taxpayers follow the letter of the law, not the spirit of the law,
meaning they apply every possible way to minimize tax liabilities by redefining income
and excludable expenditure (McBarnett, 2001). According to Alabede et al. (2011),

committed and creative compliance can be considered as parts of voluntary compliance.

Organization for Economic Cooperation and Development (OECD) classified
tax compliance into administrative and technical compliance (OECD, 2018).
Administrative compliance refers to following the tax rules, filing procedures, and
payment, specifically reporting compliance, procedural compliance, and regulatory
compliance (OECD, 2018). On the other hand, technical compliance is related to

meeting the technical requirements of tax law in calculating tax liability.

Moreover, e-Hassan, Naeem and Gulzar (2021) presented a comprehensive
explanation regarding the meaning of compliance in accordance with the principle of
tax law. According to them, it includes an actual declaration of the tax base, accurate
calculation of the tax obligations, submission of the tax return on time, and payment
before the due date. The present study considers this definition to define tax compliance
as it is supported by the principles of tax law and covers all aspects and requirements of

the taxpayers to fulfil their tax obligation.

However, tax non-compliance refers to the opposite meaning and practice of
compliance. Although it is assumed from the definition of tax and action taken by the
tax authority that taxpayers usually comply and pay tax, however, in practice, the
scenario is different. Despite being developed, developing or LDC, every nation is still
facing the issue of tax non-compliance (Augustine & Enyi, 2020). Williams (2020)
asserted that the problem of tax non-compliance is inherent in the existing tax structure.
James and Alley (2002) stated that non-compliance is the failure of taxpayers to fulfil
the tax obligation, and it could be done both intentionally and unintentionally. A variety

of opinions exist regarding the form of tax non-compliance. According to Sinnasamy
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and Bidin (2017), tax non-compliance is considered when the taxpayer fails to submit
the return and misrepresents the income and allowable expenditure while filing the
return. Ogbeide and Ken-Otokiti (2021), and Rabiu and Mustafa (2020) cited an
extensive definition of non-compliance from Soos (1991).13 In his view, non-
compliance can occur in four forms: failure to submit the tax return, showing less
taxable income, extra representation of expenses to get an exemption and inability to

make the payment at due time.

Alabede et al. (2011) asserted that non-compliance with tax laws could be done
deliberately and unwillingly. Intentional non-compliance is when the taxpayer
knowingly violates the tax rules to gain personal interest, which is considered a crime.
Another form of non-compliance is tax evasion. Alabede et al. 2011) categorized it
under intentional non-compliance, which refers to non-disclosing the income or
showing less taxable income to skip tax payments. Tax evasion is a global phenomenon,
considered an illegal attempt where taxpayers deliberately ignore the tax obligation
(Alstadsater, Johannesen & Zucman, 2019). However, unintentional non-compliance
happened due to ignorance of tax laws and making mistakes when filing (Alabede et

al., 2011).

Furthermore, another form of non-compliance is tax avoidance, which is
avoiding tax by using loopholes in tax rules and regulations. The main difference
between tax evasion and tax avoidance is the legal issue. According to the law, evasion
is prohibited and considered a crime, but avoidance is systemically permissible
(Arogundade, 2005; Sandmo, 2005). However, the result of these two concepts is the
same as leakage in tax revenue. Tax evasion violates the laws, and tax avoidance follows

the letter of the law, not the spirit.

In addition, TCB defines as the actions of the taxpayers that they depict to fulfil
their tax obligations, and it is hard to predict as numerous factors influence it. Generally,
the tax authority or the government expects taxpayers to be well-behaved in complying
with tax liabilities. However, in reality, the scenario is quite different. Some taxpayers
are cooperative, but some are reluctant to fulfil their legal obligations. Brown and Mazur
(2003) stated the components of measuring tax compliance behavior that were also
supported by other studies (Ashby, Webley & Haslam 2009; Wenzel, 2004). According
to Brown and Mazur (2003), three things need to be considered to define the TCB,

which includes compliance with filing, reporting, and payment. Further clarification
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was provided by Brown and Mazur (2003) that filing compliance stands for the
willingness of taxpayers to submit the tax return on time, reporting compliance
represents accurate disclosure of income and claim of expenses, and payment

compliance indicates the payment of tax amount before the due time.

3.3 FACTORS INFLUENCING TAX COMPLIANCE BEHAVIOR

The issue of tax compliance has been addressed in the literature since long before, and
researchers have given much importance to it. Tax is considered the primary source of
income for most countries regardless of development, and revenue loss due to low tax

compliance is a big challenge for every economy (Kehelwalatenna & Soyza, 2020).

Initially, economic approaches were examined as the determinants of tax
compliance. Allingham and Sandmo (1972) were among the early researchers
addressing economics-of-crime approaches in tax compliance studies. Based on the
economic perspective of tax compliance, prior studies argued that tax system structures,
namely, detection probability, higher penalty and tax rate have the potential to
determine the compliance behavior of the taxpayers (Kehelwalatenna & Soyza, 2020;
Sritharan & Salawati, 2019; Palil, Hamid & Hanafiah, 2013). Most of the studies
concerned with the issue of tax compliance have investigated the effect of tax system
structures on TCB and revealed empirical evidence to support the relationship between
these two variables (Muhwa & Omboi, 2023; Kasper & Alm, 2022; Hayat et al., 2022;
Shafaruddin et al., 2022; Oladipo et al., 2022).

However, researchers argued that tax system structures have implications for
shaping human behavior towards tax compliance, but these are not the only
determinants (Fischer et al., 1992; Alm, 1999). Moreover, they incorporated social and
psychological factors to illustrate tax compliance behavior. Jackson and Milliron (1986)
were among the early researchers who presented a comprehensive approach to
understanding tax compliance behavior. Jackson and Milliron (1986) listed 14
determinants of tax compliance behavior, which include age, gender, level of education,
income level, occupation, compliant peers, withhold income source, ethics, fairness,
complexity, IRS contact, sanction, detection probability and penalty. Furthermore, they
incorporated four theories from diverse disciplines, namely prospect theory, deterrence

theory, agency theory and cognitive structure theory, to support the determinants.
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In addition, the Cash Economy Task Force (1998) extensively reviewed the
literature and identified several factors that acted as determinants of tax compliance
behavior. Factors identified by the Cash Economy Task Force are depicted in Figure
3.2
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Industry Factors:

Structure Industry definition,
Business Location, Size,
activities, segment, and
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margins, Cost

Business age structure,
Taxpayer’s Regulation
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Figure 3.2 Determinants of Taxpayer’s Compliance Decision
Source: (Adapted from “Improving tax compliance in the cash economy” By Cash

Economy Task Force, 1998, Canberra: Commonwealth of Australia, p.18)

However, later, Australian Taxation Office (ATO) incorporated another factor,
namely, technology and data into the compliance model (ATO, 2023). In addition,
Krichler (2007) presented the Slippery Slope model of tax compliance and argued how
trust in tax authority relates with voluntary tax compliance and power of tax authority
associates with enforced compliance. Krichler (2007) claimed that if taxpayers have
trust in tax authorities, a friendly environment prevails, and voluntary tax compliance
can be achieved. On the other hand, if taxpayers intend to non-comply, tax authorities

can employ enforcement power (audit and fine).
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In line with the approach of incorporating relevant factors other than tax system
structures, prior studies pointed to the role of different governmental services and
actions in shaping taxpayers' compliance behavior. Torgler (2003) gathered empirical
data from the USA and several European countries and revealed that trust in public
officials and the legal system is significantly associated to describe TCB. Considering
the developing country context, Ibrahim, Musa and Abdul-Hannan (2015) empirically
established that trust in government and confidence in parliament is positively
associated with tax morale. In addition, Nkundabanyanga et al. (2017) also highlighted
tax compliance in developing country settings and argued that governmental
effectiveness to ensure adequate provision of public goods to get spontaneous taxpayers'
support. Moreover, taking consideration of the perceptions of individual taxpayers in
Malaysia, Sritharan and Salawati (2019) concluded that positive perception on
government’s spending towards the welfare of the taxpayers significantly correlated

with TCB.

In addition, corruption in government settings gets vast coverage in tax
compliance studies. Researchers argued that a high level of corruption in government
develops frustration among taxpayers, resulting in high non-compliance (Roshid et al.,

2019; Orock & Mbuagbo, 2012).

Apart from the determinants mentioned above, the tax authority's role in
developing tax compliance decisions is also mentioned in prior literature. The power of
tax authority and trust in tax authority are important factors in shaping taxpayers'
compliance attitude (Gangl, Hofmann & Kirchler, 2015; Van Dijke & Verboon, 2010).
Furthermore, complexity in tax system is found to be negatively associated with TCB
(Taing & Chang, 2021), while simple and easy tax procedures increase voluntary TCB
(eHasan et al., 2021). In addition, Alm (2019) argued that the quality services and

customer-friendly behavior of tax authorities could enhance compliance rate.

Moreover, considering the impact of social elements and TCB, prior studies
empirically concluded that TCB has been influenced significantly by the peers and
referral groups (Al-Rahamneh & Bidin, 2022; Inasius, 2019). In addition, taxpayer’s
personal attributes and economic conditions were also addressed in earlier research, and
Baeli (2021) argued that patriotic feelings and healthy financial conditions are
positively associated with TCB.
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Different factors that influence the compliance behavior of the taxpayers have
been presented in the above discussions. The following part discusses an overview of

tax compliance studies with particular reference to Bangladesh.

3.3.1 Tax Compliance Studies in Bangladesh

In Bangladesh, empirical studies that address the issue of tax compliance are scant. Most
studies focused on Value Added Tax (VAT), the primary source of the country’s
indirect tax. Faridy et al. (2014) addressed the complexity and compliance cost in the
VAT system and how these contribute to non-compliance. Khanam, Begum and
Khanam (2021) reviewed the structures and regulations of VAT system and suggested
reforming tax administration and grab corruption to boost the VAT revenue earnings.
Researchers argued that the VAT system in Bangladesh is neither progressive nor
transparent, and the poor and middle classes bear the more significant portion of the tax

(Siddiquee & Saleheen, 2021; Faridy & Sarker, 2011).

Furthermore, apart from the VAT, some other issues are also highlighted in the
prior tax studies in the context of Bangladesh. Sarker (2016) studied the tax
administration of Bangladesh and commented that poor tax systems and a lack of long-
term effective plans contribute to poor economic growth in the country. Moreover,
Ahmed (2019) conducted a review study and identified several challenges of
Bangladesh to mobilize the revenue collection, which includes, narrow tax base, collect
tax from digital economy, avoiding tax payment by the multi-national companies using
the loopholes of international tax laws and poor tax culture among the citizens. In a
separate research initiative, Ahmed (2020) proposed tax amnesty scheme to foster
voluntary tax compliance. Ete (2023) also adopted similar research strategies like
Ahmed (2019) and pointed out some shortcomings of the tax administration of
Bangladesh, and suggested that incorporating digital tools like, e-filing, e-payment will

assist the authority to mobilize revenue collection.

However, a few studies addressed the issue of income tax. Hasan (2014)
conducted a study on undergraduate students to disclose their perception regarding
income tax and revealed that high wastage and corruption in government settings are
making them frustrate to pay tax voluntarily. Tishar and Hasanuzzaman (2019)

conducted a survey on individual taxpayers regarding their non-compliance behavior
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and they concluded that having high tax morale reduced non-compliance acts. Mannan
et al. (2023) conducted a survey on the taxpayers of Dhaka city and examined the effect
of cost of compliance and government spending on TCB. They concluded that the cost
of compliance and government spending are positively associated with TCB. Moreover,
Hasan, Mohammad and Alam (2017) conducted a survey on the future potential
taxpayers (university students) in Dhaka city to examine the moderating role of religion
on the relationship between subjective norms and TCB, and found that religion

significantly moderates the relationship between the variables.

Khan et al. (2019) did a household survey to examine the potential of income
tax. They concluded that very little can be known about the overall stand of income tax
collection in Bangladesh due to a lack of empirical studies, and they called for future
researchers to give attention to the issue. In addition, researchers empirically tested the
role of public and private companies in evading tax. Prior studies revealed some
techniques adopted by the companies to pay less tax, which includes showing unnamed
transaction, wrong use of admissible expenses, and inaccurate classification of business

expenditure (Bhuiyan, 2012; Rahman & Yasmin, 2008).

Prior studies on TCB identified several factors from diverse aspects and
contexts. However, Palil et al. (2013) argued that determinants of TCB of a country may
not be similar with other countries as contextual scenarios have differed between
countries. Thus, Alabede (2012) opined to explore for new determinants to address the
dynamic nature of human society and the contextual realities of a particular country.
Some relevant determinants of TCB for the context of LDCs, especially Bangladesh are

discussed in the following sections.

3.3.2 The Quality of Government

The term ‘QoG’ has been used widely to assess the country’s capacity to safeguard the
citizen’s rights and ensure provision of essential services with optimum quality. The
QoG facilitates the achievement of a progressive tax system; similarly, with an effective
tax system, the standard of the QoG can be attained (Everest-Phillip & Sandall, 2009).
The terms "good governance" and "quality of government" are used widely in literature.
Although both terms sound similar, prior studies distinguished these two (Rothstein &

Teorell, 2008; Charron, Dijkstra & Lapuente, 2015).
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The idea of good governance was officially initiated by the World Bank,
providing worldwide governance indicators to measure any particular country's
governance quality (Kaufmann et al., 2007). According to Vymétal (2007), governance
consists of the traditions and the institutions of a country by which the authority
conducts its activities to ensure the general welfare of the citizens. Furthermore, it
covers the process of selecting, monitoring, and replacing the leadership of the
concerned country. Vymétal (2007) also added that the success of governance depends

on implementing sound policies to utilize a country's resources effectively.

The concept of good governance presented by the World Bank consists of some
indicators: accountability, political stability, government effectiveness in providing
public goods, control of corruption, good law and order situation, and sound regulatory
policy (Kaufmann et al., 2007). Abu Bakar, Palil and Maelah (2023) considered two
dimensions namely, political stability and rule of law to measure the quality of

governance.

However, the Institute on Governance (IoG) revealed a report in 2003 and
argued that the notion of governance is much broader than the government. Prior studies
pointed to three types of governance: governmental, economic, and social (Institute on
Governance, 2003; the United Nations, 2007). Governmental governance, or in other
words, political governance, deals with authority in the public sector, organizes societal
activities and manages the country’s resources. Economic governance deals with the
private sector to ensure its growth, and social governance handles civil society and

NGOs.

The United Nations (2007) argued that governmental governance should
represent more than the provision of the common good. The United Nations (2007)
further suggested that it must have the capacity to assist individuals to achieve
satisfaction and material prosperity. Rotberg (2005) stated that political governance is

the management, supply, and distribution of political goods to the citizens of a country.

3.3.2.1 Components of QoG

Researchers attempt in different ways to identify the components of the QoG and their

measurement strategy. The World Governance Indicators (WGI) presented by the
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World Bank are widely used for this purpose. However, these indicators mainly focus
on the overall governance rather than particularly on the government (Rothstein &
Teorell, 2008; Charron et al., 2015). Norris (2012) opined that the QoG represents the
state's capacity to conduct required activities to ensure the well-being of all citizens and
administer public services in an impartial and uncorrupt manner. Charron et al. (2015)

outlined three components of the QoG that are described in the following sections.

a. Impartiality

Rothstein and Teorell (2008) asserted impartiality as the central theoretical
underpinning and primary underlying factor of the QoG. Charron et al. (2015) added
that all citizens should be considered equal, and the state should treat all citizens fairly
regardless of gender, age, ethnicity, or religion. The government is the responsible
authority to run the whole country, and in a democratic system, citizens have the voting
power to form the government. Accordingly, citizens are the primary stakeholders of
the country, and the government should impartially ensure their wellbeing and marital

prosperity (the United Nations, 2007).

The concept of impartiality can be violated if there is a presence of corruption
and abuse of power to provide undue favor to a specific individual or group (Charron
etal., 2015). Mauro (2004) added that lack of impartiality in overall government actions
increases the citizens' dissatisfaction towards the government, and the government loses
public support, which hinders economic development. In tax compliance research,
empirical findings revealed that unequal treatment by the tax regime to the taxpayers
increases non-compliance (Nkundabanyanga et al., 2017). Torgler (2012) opined that
fair treatment by the government is positively associated with the development of tax

morale among taxpayers.

b. Quality of Public Services

The government is the prime responsible authority to fulfil every citizen's basic needs
through ensuring the provision of essential public services (Torgler, 2003). The
effectiveness of the government is largely dependent on its capacity to provide public

services to the people in an efficient way (La Porta et al., 1999). Norris (2012) asserted
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much importance on the Quality of Public Services (QPS) as it is an essential criterion
for determining the quality and efficiency of any government. Ibrahim et al. (2015) also
concluded the similar findings in their empirical research that people's support and trust

towards the government depends significantly on the perceived QPS.

In addition, the QPS is an important determinant of tax compliance behavior.
Taxpayers consider public services from the government as a return for their financial
contribution, and they are concerned about the quality of these services (Kim, 2008).
Empirical findings revealed that taxpayers want to see the benefits of their financial
contribution, and if they perceive the services that they are receiving from the
government are less worthy than their contributions, taxpayers become less willing to

comply (Lago-Pefias & Lago-Pefias, 2010; Torgler, 2012).

c. Control of Corruption

Corruption can be defined as misusing power to attain private gain (Aguilera & Vadera,
2008). Rohwer (2009) opined that corruption prevails in almost every country to
varying degrees. Researchers argued that corruption is a complex social, political and
economic fact that is difficult to prevent entirely. However, it is argued that a sincere
attempt from the state regarding Control of Corruption (CoC) can be considered as an
important component of the QoG (Charron et al., 2015; La Porta et al., 1999). Kaufmann
et al. (2007) stated that the corrupting practice of government officials causes severe

credibility crises and deteriorates the moral strength of government to its citizens.

The negative impact of corruption on economic development, social progress,
and political stability has been documented in many studies (Samanni & Holmberg,
2010; Helliwell & Huang, 2008). Corruption also has negative consequences on tax
compliance. Alm, Martinez-Vazquez and McClellan (2016) opined that corruption and
tax non-compliance are interrelated; corruption causes tax non-compliance, and tax

non-compliance increases corruption.

3.3.2.2 The Quality of Government and TCB

Prior research provided evidence that the opposite position of the QoG is nothing but a

dysfunctional condition of a state which suffers economic and social problems
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(Helliwell, Huang & Wang, 2020; Rothstein & Teorell, 2008; Kaufmann et al., 2007).
The empirical literature has found that states that suffer from high corruption, weak rule
of law, and high level of impartiality are associated with poor economic growth, poorer
health, poorer environmental outcomes, greater income inequality, lower levels of
happiness, and lower overall subjective well-being (Muringani, Dahl Fitjar &
Rodriguez-Pose, 2019; Holmberg & Rothstein, 2012; Samanni & Holmberg, 2010;
Veenhoven, 2010; Helliwell & Huang, 2008). Thus, achieving the QoG is of great

interest to all nations.

However, what is the relation between the quality of government and tax
compliance behavior? Providing the answer, the literature stated that as citizens support
the government by providing finance in the form of tax, they must be concerned about
the government's activities (Sebele-Mpofu, 2020; Masud, Alkali & Aliyu, 2021). Thus,
government affairs make an impact on taxpayers' compliance decision either positively

or negatively.

Lessen (2003) stated that the government and the taxpayers have a vertical
contract relationship. The vertical contract concerns taxpayers getting equal or more or
less public goods in exchange for their tax payment (Ilmiyani & Djamaluddin, 2020).
According to the argument of vertical contract, complying with tax law depends on
whether the political goods or public services provided by the government are sufficient
compared to the tax payment (Ilmiyani & Djamaluddin, 2020; Areo, Gershon &
Osabuohien, 2020). Levi (1988) argued that if taxpayers feel that receiving political
goods in return for tax payment from the government is lower than the amount paid,

they might lose their willingness to fulfil their tax obligations.

Different components of government and their impact on tax compliance have
been discussed in prior research. Chan, Supriyadi and Torgler (2017) studied the effect
of trust in public authorities and the legal system on tax compliance behavior. They
concluded that trust in public officials and the legal system is significantly associated
with tax morale. Similarly, Ibrahim et al. (2015) empirically established that trust in

government and confidence in parliament are positively associated with tax morale.

Nkundabanyanga et al. (2017) surveyed taxpayers' perceptions regarding their
compliance behavior in a developing country context. They revealed that government

effectiveness, voice and accountability, and a transparent tax system significantly and
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positively determine the TCB. Vythelingum et al. (2017) stated that if the government
failed to provide effective service and a fair tax system, taxpayers may be reluctant to

fulfil their tax obligation.

In addition, corruption in the government has been addressed several times in
tax compliance studies and is considered one of the significant determinants of low
compliance. Akinyomi and Okpala (2013) examined the factors that contribute to tax
non-compliance in Nigeria. Using a survey questionnaire, they found that a higher level
of corruption at the government level leads to high non-compliance. Roshid et al.
(2018), Jahnke (2017) and Williams and Krasniqi (2017) also revealed similar findings
that an increase in corruption level also causes non-compliance. Alm et al. (2016)
reported that a higher level of corruption frustrates taxpayers with the government, and

they become less willing to comply.

Different services and actions of the government and their impact on tax
compliance behavior have been addressed in prior literature. However, a comprehensive
study on the perception of taxpayers regarding the overall QoG and its impact on
taxpayer compliance decisions is yet to be examined (OECD, 2018; Abdullahi, 2017,
Alabede, 2012).

3.3.3 The Quality of Online Tax Services

Service quality has been considered very important to both the service provider and the
service receiver. Asubonteng, McCleary, and Swan (1996) opined that service quality
is crucial for service providers as the positive perception of the service to the service

receiver may increase the likelthood of repurchase.

Like other public sector organizations, the issue of service quality is critical to
tax offices as they provide different types of service to the taxpayers. Susuawu, Ofori-
Boateng and Amoh (2020) defined tax service as a set of actions undertaken by the tax
authority to ensure and assist taxpayers in fulfilling their tax obligations. OECD (2018)
pointed out three types of service commonly provided by a revenue office: information,
interaction, and transaction. Information posits for providing necessary information and
updating tax laws to the taxpayer and the citizens. Interaction is dealing with taxpayers

to solve their inquiries, auditing, and investigating. The transaction is considered the
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most crucial segment in the tax system, as tax filing and payment have been done in this
part. Prior studies concentrated a lot on how the quality of services provided by the tax
regime affected TCB and concluded significant positive association between these two
variables (Wibowo & Ali, 2022; Ma'sumah & Hamidi, 2022; Darmawan & Sari, 2023;
Augustine et al., 2020; Mansyuri & Mauzu, 2022).

However, the nature of the tax services has been changing in accordance with
the latest developments in modern technology (Ramadhani & Sitorus 2022). With the
rapid advancement in technology, the tax system also transformed from manual to
digitalization, and most of the countries adopted modern technology to provide smooth
and hassle-free services to the taxpayers (Ardillah & Farhanah 2022; Machfuzhoh &
Pratiwi 2021). Moreover, prior research provides evidence in favor of the
transformation and digitalization of the tax system and argues that the manual tax
system possesses many weaknesses, including time-consuming, broad access to bribes
and corruption, and procedural complexity (Rohmah & Ashlihah, 2021; Jawas et
al.,2017).

Hu et al. (2009) pointed out the key features of online services provided by the
tax authorities, which include secure, easy access to all, user-friendly, capable of
comprehending all relevant information in a single channel. In addition, Wasao (2014)
defined the system as a single platform where taxpayers have free access to register and
obtain e-TIN, file their tax return, pay the tax amount, and enjoy other services provided
by the tax office through the Internet and online channels. Like other tax regimes, the
NBR, the apex authority of tax in Bangladesh, adopted online tax system in the last
decade, and focusing more on implementing complete digital tax system (Ministry of

Finance, 2023).

Hu et al. (2009) outlined three components to measure the quality of online tax
service provided by the tax office, namely, easy access to relevant tax information,
complete tax filing, and payment of tax obligation through a secured and easily
accessible online method. Prior studies incorporated the quality of online tax services
in the tax compliance model and tried to determine their impact on TCB (Ardillah &
Farhanah 2022; Machfuzhoh & Pratiwi 2021; Rohmah & Ashlihah, 2021; Jawas et
al.,2017).
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Le et al. (2020) and Shukla and Kumar (2019) concluded that simple procedures
and easy access to online tax services are positively correlated with the compliance
behavior of the taxpayers. Moreover, Nomlala and Oluka (2021) empirically supported
that e-filing and cashless e-payment have positive and significant effect on TCB. In
addition, prior studies also revealed positive notions of the taxpayers regarding the
online tax system and concluded that favorable perception regarding the overall QoTS
have significant positive effect on TCB (Ardillah & Farhanah 2022; Machfuzhoh &
Pratiwi 2021; Rohmah & Ashlihah, 2021).

3.3.4 Tax System Structure

Based on deterrence theory”, the effect of tax system structure on TCB has been
discussed by the previous researchers (Machfuzhoh & Pratiwi 2021; Widuri et al., 2019;
Freire-Seren & Panadés, 2013; Alm et al., 1992; Jackson & Milliron, 1986; Allingham
& Sandmo, 1972). Sinnasamy and Bidin (2017) asserted that the main reason for being
involved in non-compliance acts is to enhance personal benefit. Becker (1968) claimed
that the reason for being involved in a crime is not the same; the decision varies in the
analysis of cost and benefit. The components of tax system structure are discussed

below.

3.3.4.1 Probability of Being Detected

Tax authorities conduct audits and increase detection probability to ensure the collection
of optimum taxes and demotivate non-compliant taxpayers. According to the deterrence
theory, a higher Probability of Being Detected (PBD) can increase tax compliance.
Contrary to this, a lower probability of detection can increase the likelihood of non-
compliance acts. Jackson and Milliron (1986) supported this statement empirically that
taxpayers were involved in non-compliant acts while they perceived that the probability
of being detected was low. Palil, Malek and Jaguli (2016) examined the impact of PBD
on tax evasion and revealed significant relationship between these two variables and
suggested that higher PBD can effectively mitigate the act of tax evasion. Olaoye and
Ekundayo (2019) empirically tested the effect of detection probability through tax audit

> Discussion on Deterrence theory presents in chapter four.
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on tax compliance behavior and recommended that an effective audit system is needed
to increase tax compliance. Similar results were also found in other studies (Widuri et

al., 2019; Bangun, Ginting & Iskandar, 2017).

In addition, in the Malaysian context, Mohdali, Isa and Yusoff (2014) revealed
that the threat of tax audit acts positively to deter non-compliant taxpayers but

negatively impacts on compliant taxpayers.

3.3.4.2 Severity of Penalty

Like tax audits, the tax authority also employs penalties for encountering non-compliant
acts. Several studies have depicted the significant effect of high penalty rates on curbing
non-compliance (Allingham & Sandmo, 1972; Alm et al., 1992; Kirchler, 2007).
Allingham and Sandmo (1972) opined that tax evaders may not be involved in this
crime, considering the risk of paying a high penalty. They added that tax evasion will
decrease when the authority enhance the Severity of Penalty (SP). Tilahun, (2019)
claimed that a penalty can only be considered an effective tool when the taxpayer
considers the gain of evading tax is lower than the penalty rate. Oladipupo and Obazee
(2016) empirically tested the relationship between tax compliance and SP and found a
positive association. Other studies also revealed similar findings (Sinnasamy & Bidin,
2017; Remali et al., 2018). Hassan, Palil, Ramli and Maelah (2022) conducted a study
in Malaysian context and revealed that threat of punishment (tax audit and penalty) has

significant positive association with TCB.

However, some studies found a negative relationship between SP and tax
compliance behavior. Bruce-Twum (2014) argued that an increased penalty cannot
guarantee increased tax compliance. Oladipupo and Obazee (2016) conducted a study
on the compliance behavior of Nigerian small and medium-scale enterprises and

revealed that penalty is not positively associated with tax compliance.

3.3.4.3 Tax Rate

The Tax Rate (TR) is considered an important determinant of tax compliance behavior.
The tax authority predetermines the TR, and a taxpayer must follow this rate to fulfil

his tax obligation. Several studies incorporated TR as a determinant of tax compliance
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and revealed a positive association (Remali et al., 2018; Guldana, 2013; Freire-Seren &
Panades, 2013; Olabisi, 2010; Abiola & Asiweh, 2012). The studies concerned about
TR have shown that taxpayers' perception of tax rates is directly associated with their

compliance behavior.

Prior studies pointed out that if taxpayers perceived the TR as too high compared
to their capacity, they tended to be non-compliant (Owusu, Bekoe & Mintah, 2023;
Abiola & Asiweh, 2012). Freire-Seren and Panadés (2013) also supported this view and
said that a high TR demotivates taxpayers to comply. Moreover, Torgler (2007) argued
that optimal and fair TR increases tax compliance behavior. However, Alshira’h and
Abdul-Jabbar (2020) found that the TR is insignificant in increasing the compliance rate
in Jordan. Similarly, Richardson (2006) and Kim (2008) found no evidence that TR

increases tax compliance.

3.3.5 Demographic Factors

Demographic Factors have been addressed in tax compliance research like other
behavioral studies, and Devos (2005) opined that these variables contribute a lot to
understanding the compliance behavior of the taxpayer. This section reviews the related
studies which employed demographic variables to identify the relationship with tax
compliance behavior. The most common and widely used demographic variables of tax

compliance studies are gender, age, level of education and income level and occupation.

3.3.5.1 Gender

Prior researchers incorporated gender as a demographic variable in tax compliance
studies and found mixed results. A good number of tax studies empirically supported
that gender is an important determinant of TCB and it has significant impact on the
compliance behavior of the taxpayers (Paleka et al., 2023; Lopez-Luzuriaga &
Scartascini, 2023; Yimam & Asmare, 2020; Febrian & Islami, 2020; D'attoma et al.,
2020; Alasfour, Samy & Bampton, 2016). Prasetyo, Adi and Damayanti (2020)
conducted a survey to identify the difference of tax compliance level between male and
female and empirically claimed that women are sounder in moral behavior and more

obedient to the rule of law than their counterparts, and these attributes lead them to
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comply with tax laws more than men. Similar conclusion also replicated in some prior
studies (Lopez-Luzuriaga & Scartascini 2023; Yimam & Asmare 2020; Febrian &
Islami, 2020). In addition, D’attoma, Volintiru and Malézieux (2020) conducted a cross-
country study among five nations, namely, Italy, UK, USA, Sweden and Romania, to
identify the difference in the level of TCB based on gender, and statistically showed
that women depict higher TCB than their counterparts. In addition, Eckel and Grossman
(2001) conducted an experimental study and revealed that women have strong feelings
to engage with social contribution and act more benevolently than men. Croson and
Gneezy (2009) argued that women are more risk-averse in making financial decisions

than men, and because of this, they are more compliant.

However, some studies found no significant impact of gender differences on tax
compliance attitudes. Richardson (2006) conducted a study on 45 countries and finally
concluded that gender has no significant relation with tax compliance behavior.
Shiferaw and Tesfaye (2020) and Augustine, Folajimi and Ayodele (2020) also depicted
similar results that gender has no association to determine TCB. In contrast, the findings
of Friedland, Maital and Rutenberg (1978) and Kirchler and Maciejovsky (2001)
supported that women are more willing to evade tax and do not want to disclose their

income to the tax authority.

3.3.5.2 Age

Age is considered an important component of demographic variables that have been
used in many tax compliance studies. Most of the prior studies found a significant
relationship between age and tax compliance (Vincent, Stevenson & Owolabi 2023;
Paleka et al., 2023; Pinheiro, Diogo & Samagaio, 2021). Prior studies found that older
people are more committed to compliance than young cohorts, and argued that the
difference between older and younger generations is mainly due to variations in social
and psychological context. Shiferaw and Tesfaye (2020) opined that attitude towards
states and tax payment has gradually changed in line with the age increase, and they
concluded that older people tend to be more compliant. Highlighting the social context,
Hofmann, Voracek, Bock and Krichler (2017) stated that older people are more
dependent on social goods like social security, provision of health care and essential

services, and because of these, they are more cooperative with the state. Krichler (2007)
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concluded that generally, older people have more income, more financial freedom, and
more business experience compared to their counterparts, and all these considerations
are responsible for making the difference in terms of complying with the tax
law. However, Warneryd and Walerud (1982) and Wahlund (1992) found that older

people are less compliant than the youth.

In addition, Hofmann et al. (2017) did a meta-analysis of survey studies on 111
countries and concluded that age is positively associated with tax compliance, but the
level of impact is minimal. Torgler (2007) conducted an experimental study and found

age is positively associated with tax compliance.

However, the findings regarding the association between age and tax
compliance still need to be uniformed as some studies revealed no relationship between
age and TCB. For instance, Augustine et al. (2020), Biru, 2020; Helhel and Ahmed
(2014) found no significant relationship between age and tax compliance, arguing that
the level of tax compliance cannot be determined by age. Similarly, Usman (2018) and
Hai and See (2011) revealed no significant relationship between age and tax

compliance, in contrast to the above statement.

3.3.5.3 Level of Education

The level of education and its impact on tax compliance behavior has been tested before
in tax compliance studies, and the results need to be more consistent. Paleka et al. (2023)
and Alasfour et al. (2016) empirically showed that taxpayers’ educational background
has significant effect on their compliance behavior, and it can be considered as a
determinant of TCB. Chan, Troutman and O'Bryan (2000) supported the hypothesis that
higher education is linked with higher levels of moral development and positive
attitudes towards tax compliance. Similar findings are also replicated in other studies
(Aregbesola, Owosekun & Salawu 2020; Subramaniam 2019; Gitaru (2017). In
addition, considering the nature of the complex tax system, Krichler (2007) argued that

having higher education is necessary to understand the tax law.

However, studies also found a negative association between higher education
and tax compliance (Richardson, 2006). In line with this finding, empirical results

revealed a significant negative relationship between educational qualification and tax
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compliance. Hofmann et al. (2017) claimed that highly educated people have an excess
of information about the loopholes of the tax law, and they can minimize their tax
liabilities by utilizing these loopholes. Moreover, Anyaduba and Oboh (2019) and
Augustine et al. (2020) concluded that taxpayers’ educational qualifications have no

significant impact on their TCB.

3.3.5.4 Level of Income

Similar to gender and age, prior studies also revealed inconsistent findings relating to
the impact of taxpayers’ income level on their TCB. Dissanayake and Premaratna
(2020) and Al-Zageba et al. (2020) provided empirical evidence that taxpayers’ level of
income has significant impact on their TCB. In addition, some researchers argued that
tax payment reduces the amount of income, and due to this, low earners tend to evade
tax (Hofmann et al., 2017; Wearing & Heady, 1997). Dissanayake and Premaratna
(2020) empirically concluded that high-income earners have a higher tendency to

cooperate with the government by paying their tax liabilities.

However, Chung and Trivedi (2003) supported the hypothesis that high-income
earners are less compliant than the lower-income group and explained the reason that
they have to bear a large amount of tax liability compared to their counterparts. In
addition, some researchers pointed out that the progressive tax system triggers the
tendency of high-income groups to evade tax as this system imposes a high tax rate on

them (Ahmed & Braithwaite, 2004).

In addition, empirical evidence also supports that income level does not affect
compliance behavior (Alasfour et al., 2023; Usman, 2018; Chan et al., 2000). Park and
Hyun (2003) conducted their study on the South Korean tax system and revealed similar
findings.

3.3.5.5 Occupation

Occupational status is a crucial element to justify the source of earnings of an individual,
and prior studies have addressed this issue to explain the behavior of taxpayers (Alm,
2019; Alasfour et al., 2016; Alabede, 2014). Occupation primarily is categorized into

paid employment and self-employment. Furthermore, paid employment can be divided
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into government and private sector employment. Alasfour et al. (2016) concluded that
occupational status of the taxpayers has significant impact on their compliance
behavior. Moreover, income from self-employment-related occupations is more
vulnerable to non-reporting and non-compliance than paid employment (Alm, 2019). In
addition, government employees are more compliant with the tax rules than private
service holders, as they have little scope for non-compliance (Alabede, 2014). Contrary
to the above findings, research revealed that occupation has no significant impact on

TCB, and it does not determine the behavior of taxpayers (Brich et al., 2003).

3.3.6 Tax Knowledge as a Moderator of the Determinants of TCB

Considering the nature of tax compliance studies and the inconsistent findings of some
of the determinants, empirical evidence supported that the basic theory of tax
compliance cannot be sufficient to explain the issue of tax compliance in most countries
(Slemrod, 2010; Torgler & Schaffner, 2007; Torgler, 2003; Feld & Frey, 2003).
Krichler et al. (2010) argued that using moderating variables might bring more precise
results. Edward and Lambert (2007) proposed using moderators in such studies where
social situations and individual differences influence the strength of the relationship

between independent and dependent variables.

Tax knowledge is important to tax compliance (Palil, 2010; Saad, 2014). It can
be defined as the ability of the taxpayer to declare his or her taxable income correctly,
claim the rebate and calculate the final tax liabilities according to the existing tax law
(Al-Ttaffi et al., 2020; Loo, McKerchar & Hansford, 2009). Loo et al. (2009) added
that, due to a lack of tax knowledge, taxpayers may be involved in under-reporting or
over-reporting of tax obligations, which is considered as unintentional non-compliance

or over-compliance.

Prior studies pointed out that a lack of tax knowledge causes a low compliance
rate. Oladipupo and Obazee (2016) conducted a study on the SMEs in Nigeria. They
revealed that a low level of tax knowledge increases tax non-compliance and suggested
that the government should focus more on enhancing the tax knowledge of the taxpayers
in order to increase the compliance level. Eriksen and Fallan (1996) studied university
students to discover the importance of tax knowledge in interpreting compliance

behavior. They concluded that tax knowledge has a positive association with tax
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compliance and a negative relation with tax evasion. Ali, Fjeldstad and Sjursen (2014)
conducted a cross-country survey in Uganda, Tanzania and South Africa. They revealed
that a lack of tax knowledge makes it difficult for taxpayers to submit their tax returns
and fulfil their tax obligations. In addition, other behavioral studies confirmed the
moderating role of knowledge in developing individual attitude and decision-making
process (Schahn & Holzer, 1990; Berger, Ratchford & Haines Jr, 1994; Chuang et al.,
2009). Hasan et al. (2022) concluded that the effort of Inland Revenue Board Malasia
to increase tax knowledge among the taxpayers has significant positive impact on the
TCB, which support the findings of prior studies that taxpayers having tax knowledge
tend to be more compliant as they are more aware of their duties (Palil, 2010; Yee,

Moorthy & Soon, 2017).

Prior studies examined the direct impact of tax knowledge and revealed its
positive association to increase the level of TCB. In addition, knowledge is considered
as an important determinant of decision-making process (Bandura, 1991), and prior
studies also supported the moderating role of knowledge in directing human behavior
(Peredaryenko, 2019; Riaz & Khalili, 2014; Deelstra, Nooteboom, Kohlmann, Van den
Berg, & Innanen, 2003). Some prior studies employed different moderating variables
on the relationship between tax compliance and its determinants, for instance, socio-
demographic factors (Paleka et al., 2023), religiosity (Agbetunde et al., 2022), tax-
agent's role (Sinnasamy et al., 2015), personal norms (Murphy, 2007), risk preference
and personal financial condition (Alabede et al., 2011), personal norms (Murphy, 2007),
personal and social norms (Wenzel, 2004) and locus of control (McGill, 1988),
however, the moderating effect of tax knowledge has yet to be tested. Thus, the present
study plans to determine the moderating capacity of tax knowledge towards the

relationship between TCB and its determinants.

3.4 PROMINENT CONCEPTUAL FRAMEWORK OF TCB

Researchers attempted to develop different conceptual frameworks to describe the
compliance behavior of taxpayers. They also incorporated theories from different
disciplines to describe the issue of tax compliance in the best possible manner. These

models and conceptual frameworks include the financial self-interest model, Allingham
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and Sandmo’s A-S model, the social psychological model by Wiegel, Hessing and

Elffers, and Fischer’s model.

3.4.1 Financial Self-interest Model

Allingham and Sandmo (1972) presented the financial self-interest model also known
as A-S model, which was considered as one the traditional approaches of tax
compliance, mainly underpinned by Becker’s (1968) economics-of-crime approach.
They argued that taxpayers think about monetary cost while making compliance
decisions, and according to them, monetary cost comprises tax rate, audit probability
and penalty rate. The primary assumption of this model is that taxpayers are mainly
focused on their financial interest; if taxpayers assume that evading tax payment is
worthy in terms of financial value, they are likely to opt for non-compliance (Alm et.
al., 2012). On the other hand, if taxpayers consider that tax audit is apparent and have
to pay a considerable penalty due to the act of non-compliance, they decide to comply.
Allingham and Sandmo (1972) further claimed that tax compliance decisions are
economic decisions, and taxpayers consider financial benefits before making their

choices. Figure 3.3 illustrates the financial self-interest model.

I Tax Rate

Financial
Cost of
Compliance

Detection

Tax

Compliance

Probability

I Penalty

Figure 3.3 Financial Self-interest Model of Tax Compliance
Source: (Adapted from “Perceived detection probability and taxpayer compliance: A

conceptual and empirical examination” by C. M. Fischer, 1993, Ann Arbor: UMI, p.23).

3.4.2 Social and Psychological Model

Weigel, Hessing and Elffers (1987) pointed to the shortcomings of the financial self-

interest model and mentioned that this model concentrated only on the economic and
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deterrence effect of tax compliance. They developed another model incorporating social
and psychological factors in response to the financial self-interest model. They have
divided the model into two main parts. Initially, they mentioned the situational
condition, where the authors articulated some determinants that may have instigating
effects and some factors that may have constraining effects on tax non-compliance
decisions. The situational instigation consists of financial strain and social norms, and
situational constraints include the opportunity of non-compliance and legal and social

control on the act of non-compliance.

The second part of the model is a psychological condition, which also consists
of two subparts: personal instigation and personal constraint. Personal instigation refers
to personal strains and personal orientation. However, perceived scope to evade tax,
perceived risk of punishment and intolerance of tax evasion are included in personal
orientation. The authors mentioned that situational conditions have direct and mediating
effects on tax compliance behavior, whereas psychological conditions directly affect

tax evasion.

Researchers have welcomed this social and psychological model as it expanded
the notion of tax compliance behavior but simultaneously criticised this model as it
totally ignores the economic variables. Fischer (1993) concluded that considering only
economic variables to determine the tax compliance attitude is a narrow approach, but
at the same time, addressing tax compliance behavior by pointing only to social and
psychological components is also an incomplete model. The model of Weigel et al.

(1987) is presented in Figure 3.4
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Social Conditions
Situational instigations
1. Financial strain

2. Social norms

Situational constrains

1. Opportunity
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3. Social controls
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(Tax non-
compliance

i behavior)
PSYCHOLOGICAL
CONDITIONS 1

Personal instigations
1. Personal strain

2. Personal orientation

Personal constrains
1. Perceived opportunity
2. Perceived nisk of punishment

3. Intolerance of tax evasion

Figure 3.4 Social Psychological Model of Tax Evasion Behavior
Source: (Adopted from “Tax evasion research: A critical appraisal and theoretical
model” by R. H. Weigel, D. J. Hessing and H. Elffers, 1987, Journal of Economic
Psychology, P. 229).

3.4.3 Fischer’s Model

Fischer, Wartick and Mark (1992) presented a model of tax compliance behavior by
reviewing the work of Jackson and Milliron (1986), where Jackson and Milliron
outlined 14 determinants of tax compliance decisions. In their work, Fischer et al.
(1992) reviewed these 14 determinants and categorized them into four groups.
Moreover, their contribution has been considered a comprehensive model of tax
compliance as they tried to incorporate economic, social and psychological factors to

explain the tax compliance decision of taxpayers (Alabede, 2012).
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Fischer et al. (1992) depicted tax system structure, non-compliance opportunity,
and attitude and perception as independent variables. They showed a direct relationship
to tax compliance, a dependent variable of their model. However, the authors argued
that demographic variables do not affect directly tax compliance; instead, demographic
variables act as an antecedent to the independent variables. Fischer's model of tax

compliance is depicted in Figure 3.5

Noncompliance
opportunity

Income level, Income
source, Occupation

A 4

Demographic Attitude and 1
Variables Perception

> Tax compliance
Age, Ethics, Fairness of Tax,
Gender,and and Peer influence 1‘

3

Tax system structure

Tax rate, Detection
probability, Penalty,
and Complexity of tax
system

Figure 3.5 Fischer’s Model of Tax Compliance
Source: (Adapted from “Perceived detection probability and taxpayer compliance: A

conceptual and empirical examination” by C. M. Fischer, 1993, Ann Arbor: UMI, P.33).

However, later on, researchers reviewed the existing models of tax compliance
and made extensions to cover contextual realities. For instance, Alshira’h and Abdul-
Jabbar (2020) reviewed the deterrence theory and extended the economic approach to
define tax compliance (audit, penalty and tax rate) by including patriotism as a

moderator. They argued that economic approaches might not be enough to deter the
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non-compliance act, and the study empirically concluded that higher levels of patriotism

can increase the level of compliance.

Moreover, Prichard et al. (2019) presented a conceptual framework of tax
compliance including three components. Besides enforcement, the traditional approach
of tax compliance, the articulated facilitation and trust in the model to enhance the level
of compliance. They clarified facilitation as the provision of quality services from the
tax office to facilitate taxpayers to comply their tax obligations. Furthermore, they
argued that building trust among the taxpayers towards the tax system and state is

important to develop tax morale.

In addition, Mustafa (1996) adapted Fischer’s tax compliance model in his study
and expanded the model by adding tax knowledge. Mustafa (1996) argued that, besides
the determinants mentioned in the model, tax knowledge and understanding of

taxpayers regarding the tax laws directly relate to the tax compliance decision.

Tayib (1998) adapted this model to examine the determinants of assessment tax
collection in Malaysia and expanded it by incorporating the quality of services provided
by the local authority. He argued that although Fischer's model presented determinants
from economic, social and psychological perspectives, but the effect of services
provided by the local authority towards compliance behavior was not included in the
model. Tayib (1998) empirically supported that the positive perception of the taxpayers
towards the quality of services provided by the local authority can play a significant

role in enhancing tax compliance behavior.

Furthermore, Chau and Leung (2009) reviewed Fischer's model in their study
and claimed that culture was not included in the model as an environmental determinant,
which might have significant effect on TCB. In their study, Chau and Leung (2009)
supported the claim by empirical findings that social norms and ethical values, as the
components of culture, are positively associated with tax compliance behavior. In
addition, Lawan and Salisu (2017) modified Fischer’s model and added a psychological
factor namely, emotional intelligence and proposed that positive motivation to engage
taxpayer’s emotion towards the responsibility of paying tax might increase the level of
TCB. A summary of the relevant literature on the tax compliance model is presented in

table 3.1
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Table 3.1 Summary of Literatures Related to the Tax Compliance Model

Researcher(s) | Title of Research Model Variable Used
Allingham Income tax evasion: A | A-S model Tax rate, detection
and Sandmo | theoretical analysis probability, penalty.
(1972)
Weigel, Tax evasion research: A | Social and | Social condition:
Hessing and | critical ~ appraisal ~ and | psychological | Financial  strain,
Elffer (1987) | theoretical model model social norms,
opportunity, legal
control, social
control.
Psychological
condition:
Personal strain,
personal
orientation,
perceived
opportunity,
perceived risk of
punishment,
intolerance of tax
evasion.
Fischer, Detection probability and | Fischer’s Demographic
Wartick  and | tax compliance: A review of | model factors: Age,
Mark (1992) | literature gender, education.

Non-compliance
opportunity:

Income level,
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Researcher(s) | Title of Research Model Variable Used
income source,
occupation.
Attitude and
perception:  Ethic,
perceived fairness
of tax system, peer
influence.

Tax system
structure:

Complexity of tax
system, IRS
contact, tax rate,
detection

probability, penalty.

Mustafa An evaluation of Malaysian | Expanded Demographic

(1996) tax administrative system | model factors, non-

and taxpayers’ perception compliance

towards tax law, fairness opportunity,

and tax law complexity. attitude and
perception, tax
system  structure,
understanding
and knowledge of
tax law.

Tayib (1998) | The determinants of | Expanded Demographic

assessment tax collection: | model factors, non-
compliance
opportunity,
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Researcher(s) | Title of Research Model Variable Used
The  Malaysian local attitude and
authority experience. perception, tax

system  structure,
quality of local
government
service, financial
information
disclosure.

Chau and | A critical review of | Expanded Demographic

Leung (2009) | Fischer’s tax model: A | model factors, non-
research synthesis. compliance

opportunity,
attitude and
perception, tax
system  structure,
culture.

Lawun  and | A review of Fischer tax | Expanded Demographic

Saliso (2017) | compliance  model: A | model factors, non-
proposal for Nigeria. compliance

opportunity,
attitude and
perception, tax
system  structure,
emotional
intelligence

Prichard et al. | Innovations in tax | Expanded Enforcement,

(2019) compliance: Conceptual | framework facilitation  and
framework. trust.
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Researcher(s) | Title of Research Model Variable Used

Alshira'h and | Moderating role of | Expanded Audit, penalty, tax

Abdul-Jabbar | patriotism on sales tax | model rate,  patriotism

(2020) compliance among (moderator)
Jordanian SMEs.

However, prior researchers argued that the tax system and the nature of
compliance are distinct from one country to another country (Palil et al., 2013; Alabede,
2012). In addition, the challenges and the opportunities to increase the level of tax
compliance vary among country levels, and the rapidly changing nature of human
society supports that the determinants of tax compliance behavior of the present time

might not be entirely relevant in future (Torgler, 2007).

Considering these realities, researchers argued that one fixed model of tax
compliance might not be suitable to address the whole issue of tax compliance
(Alshira'h & Abdul-Jabbar, 2020; Lawan & Salisu, 2017). Thus, present study tries to
consider the context of Bangladesh and incorporates the determinants of TCB that are
relevant to it, rather than considering any prior tax compliance model to describe the

TCB of Bangladeshi taxpayers.

3.5 GAPS IN THE LITERATURES

The issue of tax compliance has been discussed in prior studies since long before.
Several factors have been identified empirically, and different theories® from diverse
disciplines have been employed to describe TCB. However, this research has pointed

out some gaps in the literature and aimed to fill these.

Considering the psychological aspect of human behavior, prior studies have
mentioned the government's role in shaping tax compliance behavior. Several
components and actions of government, namely; trust in the government (Ibrahim et al.,

2015; Torgler, 2003), transparency and accountability (Nkundabanyanga et al., 2017),

6 Relevant theories to justify the determinants of TCB are discussed in chapter four.
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corruption in a government setting (Roshid et al., 2019; Alm et al., 2016; Orock &
Mbuagbo, 2012), democracy (Elbahnasawy, 2020; Torgler, 2005), service quality
(Nkundabanyanga et al., 2017), political goods (Lassen, 2003) have been addressed in
prior literature and their relationship with tax compliance behavior has been examined.
However, a comprehensive study on how the different dimensions of the quality of
government affect TCB is yet to be examined (OECD, 2018; Abdullahi, 2017; Alabede,
2012).

Moreover, some important determinants of tax compliance behavior, namely,
QoTS (Ardillah & Farhanah 2022; Machfuzhoh & Pratiwi 2021; Rohmah & Ashlihah,
2021; Jawas et al.,2017) and tax system structures (Alshira’h, Alsqour, Lutfi Alsyouf
& Alshirah, 2020; De Neve et al., 2021; Dwenger et al., 2016; Kastlunger et al., 2009)
discussed in prior studies but not enough research can be found regarding the effect of
these variables on the compliance decision of Bangladeshi taxpayers due to the scant
empirical studies in the context of Bangladesh (Mannan et al., 2023; Khan et al., 2019).
Furthermore, prior studies concerned with the effect of demographic factors on TCB
depicted diverse result (Lopez-Luzuriaga & Scartascini 2023; Prasetyo et al., 2020;
Yimam & Asmare 2020; Shiferaw & Tesfaye 2020; Hofmann et al., 2017; Alabede,
2014; Gupta, 2009). Hence, examining empirical evidence regarding the effects of
demographic factors on TCB in an LDC context will be a timely initiative. Furthermore,
due to lack of empirical research in Bangladeshi context, the impact of demographic
characteristics of the taxpayers on their TCB is yet to be known (IRDB, 2023; Khan et
al., 2019).

In addition, Krichler (2007) and Edward and Lambert (2007) suggested that
using moderators in tax compliance research might bring more precise results. Prior
studies employed moderating variables on the relationship between tax compliance and
its determinants (McGill, 1988; Murphy, 2007; Wenzel, 2004; Alabede et al., 2011),

however, the moderating effect of tax knowledge has yet to be tested.

Moreover, the moderating effect of tax knowledge towards the relationship
between different dimensions of QoG and TCB might add a new narrative in the
existing tax compliance literature. Furthermore, although the direct effect of the QoTS
and tax system structures on TCB has been discussed in prior studies, the moderating
role of tax knowledge on the relationship between TCB and these two variables has yet

to be examined.
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3.6 SUMMARY

This chapter reviewed literature relevant to the TCB and its determinants with a
particular focus on QoG, QoTS, tax system structure and demographic factors. In
addition, tax compliance literature in the context of Bangladesh is also reviewed in the
chapter. The findings of reviewing the literature are that social and psychological factors
in addition to the TSSs are involved in illustrating TCB. Moreover, limited empirical

studies are found in the context of Bangladesh that discussed personal income tax.

In addition, prominent conceptual frameworks of TCB are also reviewed in this
chapter and it is found that regular expansion and accommodation of new variables is
necessary to address the continuous changes in human society and contextual

peculiarity.
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CHAPTER FOUR

THEORETICAL FRAMEWORK AND HYPOTHESES
DEVELOPMENT

4.1 INTRODUCTION

This chapter addresses the theoretical assumptions of tax compliance with particular
reference to the underpinning and supporting theories of the study. Further, it illustrates

the research framework and finally discusses the hypothesis development of the study.

4.2 THEORETICAL ASSUMPTION OF TCB AND RESEARCH
FRAMEWORK OF THE STUDY

The issue of tax compliance has been covered by many disciplines including
accounting, economics, sociology and psychology. Therefore, theories from many
disciplines have been used in tax compliance studies. Scholars opined that different
factors from diverse aspects influence the issue, and due to this, more than one single
theory is needed to illustrate the phenomenon of tax compliance and non-compliance
(Alm, 1991; Jackson & Milliron, 1986). Hence, theories from sociology, psychology,
and anthropology also have relevance and are useful in interpreting the behavior of
taxpayers. The underpinning and supporting theories that are relevant to explain the

relationship between TCB and its determinants are discussed below.

4.2.1 Theory From Economic Aspects

Prior studies addressed the economic aspects of tax compliance from a rational point of
view. The most prominent theory under economic aspect is deterrence theory, which is

discussed below.

4.2.1.1 Deterrence Theory

In 1960s Becker's (1968) was among the first who introduced the economic deterrence

model based on the deterrence theory (Devos, 2014). The model is also known as the
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economics-of-crime approach (Kirchler, Kogler & Muehlbacher, 2014) where Becker
(1968) assumes human as a rational being, and he or she attempts to decide after
considering cost and benefit analysis. In addition, based on the economic deterrence
model, a person always looks to maximize utilities by minimizing the potential risks.
Becker (1968) added that an individual's decision of alternative utility depends on the
outcome of what he/she can attain in return, and the most preferred choice is the option
that seems more favorable to him. The model concluded that crime happens when the

potential reward or benefit is higher than the potential risk of penalty.

In deterrence theory, it is assumed that an increase in detection probability
and/or an increase in penalty, will reduce the crime rate. Mustafa (2007) stated that
based on the deterrence theory, an individual may not be involved in committing a crime
when he/she observes that the possibility of being traced is high and the punishment for

this crime is severe.

Becker (1968) argued that a specific action's potential costs or rewards greatly
influence human behavior. Based on the Backer’s (1968) approach, Allingham and
Sandmo (1972) presented a model to examine the deterrent effect on tax compliance
behavior. They opined that individuals make tax compliance decisions rationally by
considering the risk and uncertainty involved. According to the assumptions of
economic deterrence model, it implies that tax evasion and non-compliance can be
tackled by increasing penalties and/or ensuring the detection of evaders by effective
audit (Embaye, 2007). Furthermore, the model supports the inclusion of audit
probability, tax rate, and the amount of penalty in the tax compliance model as the
determinants of tax compliance behavior (Oladele, Aribaba, Ahmodu, Yusuff & Alade,

2019).

Many prior studies have incorporated deterrence theory to explain tax
compliance behavior (Ya’u, Saad & Mas’ ud, 2020; Razak & Bidin, 2019; Alkhatib &
Abdul-Jabbar, 2017, Dwenger, KLevene, Rasul, & Rincke, 2016; Manaf, 2004;
Slemrod, Blumenthal & Christian, 2001). Empirical studies revealed diverse findings
relating to the impact of deterrence to minimize tax non-compliance. Many studies
revealed a positive association between deterrence variables and TCB and concluded
that these variables have a significant impact in reducing non-compliance (Alkhatib &
Abdul-Jabbar, 2017; Dwenger et al., 2016; Abadele et al., 2011; Murphy, 2007).
However, Feld and Frey (2003) surveyed Swiss taxpayers and reported that audits and
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penalties do not increase tax compliance. Similar findings were also revealed by

Martinez-Vazquez and Rider (2005).

4.2.2 Social and Psychological Theory

Researchers pointed out that deterrence theory can only be used to explain the
relationship between economic approaches and TCB, however, relevant theories from
sociological and psychological aspects need to be incorporated to illustrate the
relevancy of social and psychological factors towards determining TCB (Alm, 1999;
Jackson & Milliron, 1986). Psychologists and sociologists have concentrated on several
factors, which include demographic differences, moral and ethical values, social
position and financial gain. The following sections will discuss social and psychological

theories related to the study's objectives.

4.2.2.1 Social Exchange Theory

In social exchange theory, Homan (1974) described how the relationship between
different parties of a society interacted. The primary assumption of the theory is that the
development of the human relationship in our society depends on subjective cost-benefit
analysis and the reciprocal exchange values between the parties involved. Homan
(1974) offered some propositions of the theory, which includes stimuli proposition,

value proposition and success proposition.

Stimuli proposition stands for the idea that if any action in the past is rewarded,
the possibility of occurring similar action in the future will be increased (Homan, 1974).
Interpreting the value proposition, Homans (1974) stated that the action of a person
would be repeated if he feels that his action brings valuable outcomes. He further argued
that results or the outcomes are the most important point of consideration for involving
in an action. Defining the success proposition, Homans (1974) argued that if an
individual perceived his certain action brings more reward or benefit, he will be more

willing to repeat these actions.

e-Hassan et al. (2021) opined that the social exchange theory is useful to explain
the formation of interpersonal relationships. In relation to the tax compliance issue, this

theory stands for interpreting the relationship between the taxpayer and the government
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in a way that this relationship will be formed based on the exchange value (Feld & Frey,
2019; Lee, Gokalp & Kim, 2021; Alabede, 2012). Torgler (2007) argued that a positive
perception towards the overall quality of the government would positively be associated
with the compliance behavior of the taxpayer. Furthermore, if taxpayers get valuable
benefits from the government in return for their tax payment, they will be more willing
to comply. In addition, Alabede (2012) stated that taxpayers would be more willing to

comply if they noticed their tax payment to the government brings benefits in return.

In a nutshell, the social exchange theory (Homan, 1974) might be useful to
support the relationship between the QoG and TCB. Prior studies also considered social
exchange theory to justify the association between different public services and TCB
(Lee et al., 2021; e-Hassan et al., 2021; Masud et al., 2021; Abdullahi, 2017; Alabede,
2012). In line with the previous research, this study employed social exchange theory

to justify the relationship between QoG and TCB.

4.2.2.2 Social Influence Theory

Bandura (1977) described the influence of the environment on human behavior in social
influence theory. Social influence theory argues that different elements of the
environment influence human behavior, and humans respond to these elements in both
ways: intentionally and unintentionally. The theory assumes that people learn from one
another by observing, imitating, copying and modelling (Bandura, 1977). Crisp and
Turner (2007) added that this theory discusses changing human behavior to respond to

the surrounding elements.

In the context of tax compliance, the social influence theory is relevant to
explain the influence of tax authority towards the compliance behavior of taxpayers
(Yusoff & Mohd, 2017; Alebede, 2012). Taxpayers have to interact with the tax office
to perform their tax obligations, and tax authorities can utilize the opportunity to
influence the taxpayers by providing better services (Yusoff & Mohd, 2017; Musimenta
et al., 2017). Prior research also considered social influence theory (Bandura, 1977) to
explain the relationship between the quality of different services provided by the tax
authority and TCB (Adeniran et al., 2021; Alkhatib, Abdul-Jabbar, Abuamria & Rahhal,
2019; Yusoff & Mohd, 2017). Similarly, this study incorporated social influence theory
to explain the relationship between QoTS and TCB.
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4.2.2.3 Cognitive Theory

Bandura (1991) developed the cognitive theory, claiming that the motivation and
regulation of human behavior depend entirely on the continuous exercise of self-
influence. According to Bandura (1991), this motivation and regulative process of
human behavior operate under three main sub-functions. He asserted that these sub-
functions include self-monitoring, judgment, and effective self-reaction. Bandura
(1991) further described the sub-function of self-monitoring and claimed that if people
give much attention to their activities, they can adequately influence their motivation
and actions. Moreover, addressing the judgment sub-function, the author opined that
people’s way of judging an action depends on how they develop their standards
regarding this action. The final sub-function is self-reaction, which is directly

influenced by the judgment process.

In addition, Bandura (1991) articulated another component of cognitive theory,
the "self-efficacy mechanism", which strongly influences self-directedness. He argued
that self-efficacy shapes human thought, motivation and action. Bandura (1991) further
stated that personal knowledge is an indicator of increased self-efficacy, and this
argument is also supported by Peredaryenko (2019), who stated that having adequate

knowledge helps an individual make appropriate decisions.

The cognitive theory is used in many behavioral studies as it helps to understand
the context of people's behavior and actions (Sing, Kumar & Puri, 2017; Herbison,
Vierimaa, Coté¢ & Martin, 2019; Schenkel, Farmer & Maslyn, 2019). Relating to tax
compliance research, Richardson and Sawyer (2001) argued that the cognitive theory is
suitable to illustrate tax compliance behavior as it examines the relationship between

attitude, intention and behavior.

Adriani (2016) and Othman, Yap, and Wee (2011) employed cognitive theory
in their studies to support using demographic variables to examine individual behavior.
Adriani (2016) examined the effect of demographic variables on tax compliance
behavior. Othman et al. (2011) tested the effect of demographic variables on healthcare
habits. Both studies used the theory to explain individual behavior in respective cases
and urged that demographic differences influence individual behavior. In line with prior
research, the current study also adopted the cognitive theory to support using

demographic variables in the tax compliance model.
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Furthermore, cognitive theory can also describe the relationship between tax
knowledge and tax compliance behavior, as tax knowledge is associated with an
individual's perception of control, self-efficacy, and attitude (Adriani, 2016). Bandura
(1991) asserted that although other determinants are involved in directing human
behavior, knowledge's role is crucial. Peredaryenko (2019) opined that knowledge is
not the only factor in the decision-making process; it also influences other determinants.
Considering the role of knowledge in the decision-making process, this research
incorporated cognitive theory to explain the use of the moderator, tax knowledge. The

underlying theories of this study are shown in table 4.1.

Table 4.1 List of Underpinning Theories of the Study

Theory Assumptions Uses Empirical Evidence

Deterrence The  probability of Tax system Dubin et al, 1978;
Theory sanction and punishment structure Manaf,2004; Murphy,

deters illegal action. 2007; Dwenger et al.,
2016;  Alkhatib &
Abdul-Jabbar 2017;

Potential cost and reward

direct human behavior.

Razak & Bidin,2019

Social Social relationships such The quality Almetal., 1992; Feld &
Exchange as the relation between of Frey, 2019; Lee et al.,
Theory government and citizens government 2019

are formed based on

subjective  cost-benefit

analysis.
Social Elements of the The quality Manaf, 2004; Alabede,
Influence surrounding environment of online tax 2012; Yusoff &
Theory influence and  shape services Mohd,2017;

human behavior.
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Cognitive Knowledge is linked with Tax Bandura,1991; Adriani,
Theory perception of control, Knowledge 2016
self-efficacy and attitude

of an individual.

Demographic differences

have an cffect on the Demographic

attitude of individual. variables

Present study plans to incorporate the above-mentioned theories to support the
relationship between TCB and its determinants in the context of Bangladesh. The initial
objective of the study is to examine the effect of QoG on TCB. In Bangladesh, the
quality of government is a big issue as the country has suffered from a lack of good
governance since its independence (Haq, 2017; Mollah & Hossain, 2014). In addition,
the compliance rate in collecting personal income tax is very low in Bangladesh (Khan
et al.,, 2019; IRDB, 2018). Hence, the poor compliance of individual taxpayers in
Bangladesh may indicate that they are not satisfied with the quality of government. The
theory of social exchange explains taxpayers' such behavior. The theory postulates that
the relationship between different parties is based on mutual interest and should be a
win-win situation for all. Bird and Zolt (2005) empirically revealed that the compliance
rate is high in such countries where government administration can maintain a good
quality of public services and retain the confidence of the taxpayers. In contrast, failure
to provide satisfactory public services leads to citizens' poor confidence in the
government (Bird & Zolt, 2005). Thus, the study incorporates social exchange theory

to support the argument of examining the direct relationship between QoG and TCB.

In addition, the study also aims to examine the direct effect of QoTS on TCB.
Khan et al. (2019) opined that Bangladeshi taxpayers do not have a positive perception
towards the tax regime and do not receive the desired services from the tax office. This

negative perception may motivate taxpayers to refrain from complying. Social influence
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theory also supported this idea. According to the social influence theory, if the tax
authority has an adequate and effective mechanism and system to serve taxpayers
efficiently, the taxpayer may feel motivated to comply with the tax laws. To address the
importance of tax service quality, Wallshutzky (1984) stated that a taxpayer’s future
compliance decision depends mainly on the present satisfaction with the services

provided by the tax office.

Furthermore, the study aims to test the direct effect of tax system structure on
TCB. Sritharan and Salawati (2019) argued that components of tax system structure,
including detection probability, high penalty and fines make taxpayers bound to
comply. Effective use of these factors is very relevant in developing countries where
tax non-compliance is common (Alabede, 2012). Deterrence theory can be used to
support this notion. According to the theory, an individual always decides by
considering the cost and benefit analysis. If the benefit of noncompliance is lower than
the penalty of this offence, taxpayers consider non-compliance a loss and decide to

comply.

In addition, the impact of demographic variables on TCB is also aimed to be
examined in this study. For theoretical justification, cognitive theory has been employed
as it discusses that individual behavior differs in accordance with the characteristics of

demographic factors (Adriani, 2016).

Furthermore, this research plans to incorporate tax knowledge as a moderating
variable to the determinants of compliance behavior. Prior studies concerned with tax
compliance found a positive and significant association between tax knowledge and tax
compliance behavior (Liebe et al., 2011; Fauziati, Minovia, Muslim & Nasrah, 2020;
Rodrigues-Justicia & Theilen, 2018). In the context of Bangladesh, prior studies
examined the direct effect of tax knowledge on tax compliance behavior and revealed
lack of tax knowledge causes the increase of non-compliance (Khan et al., 2019; Hasan,
2014). However, the moderating role of tax knowledge has yet to be examined. Some
other behavioral studies employed knowledge as a moderator to shape human action
and behavior and revealed that personal knowledge moderates the other determinants
of human behavior (Schahn & Holzer, 1990; Berger et al., 1994; Chuang et al., 2009).
Hence, examining the moderating role of tax knowledge towards shaping the
compliance behavior of taxpayers might bring important insights to understand the

determinants of TCB. The cognitive theory supports that having proper knowledge
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helps increase self-efficacy, contributing to an individual making appropriate decisions

(Bandura, 1991).

Hence, the current study incorporated tax knowledge as a moderator into the tax
compliance model and planned to examine its impact on the relationship between QoG,
QoTS, tax system structure and TCB. However, this study aims to examine only the
direct effects of demographic factors on TCB. As a categorical variable, most of the
prior studies in developed and developing country context examined their direct effects
on the compliance behavior (Lopez-Luzuriaga & Scartascini, 2023; Prasetyo et al.,
2020; Yimam & Asmare, 2020; Shiferaw & Tesfaye, 2020; D’attoma et al., 2020;
Zhang et al., 2016; Alabede, 2014). This study plans to highlight the LDC context, and
it follows the procedure of prior studies. Thus, only the direct effect of demographic

factors on TCB will be examined in this research.

Therefore, based on the theories and the arguments mentioned above, the model

of the study is shown in Figure 4.1 below.
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4.3 HYPOTHESES DEVELOPMENT

The hypotheses of this study are developed based on the study’s research questions and

the research model.

4.3.1 The QoG and TCB

Government is the only legal entity to collect and utilize the tax revenue. On the other
hand, paying tax to the government treasury is the legal obligation and civic duty of the
taxpayers. Taxpayers’ compliance behavior largely depends on the services and
treatments that they are getting from the government in return for their financial
contribution. Taxpayers support the government through paying tax with an expectation
that the state will provide essential public services and ensure their civic rights. Hence
the presence of QoG is closely relevant to TCB. Charron et al. (2015) discussed the
three fundamental characteristics of a QoG, namely, impartiality, provision of public

services and control of corruption.

Impartial treatment to the fellow citizens is one of the core characteristics of
QoG. Mauro (2004) added that government losses public support and get
noncooperation from the citizens if they perceived the actions of the government to be
impartial. Nkundabanyanga et al. (2017) revealed that unequal treatment by the tax
authority to the taxpayers increases non-compliance. Furthermore, Fjeldstad (2004)
related impartiality in tax compliance studies and concluded that if taxpayers perceive
government policy only benefits a particular group, then general taxpayers consider this
as a partial treatment and become less willing to pay tax. Torgler (2012) opined that fair
treatment by the government is positively associated with the development of tax

morale among taxpayers.

In addition, empirical findings in prior studies revealed a strong relationship
between government effectiveness in PPS and TCB. Nkundabanyanga et al. (2017)
concluded that government’s capability in PPS motivates taxpayers positively to fulfil
their tax obligations. Similar findings are also revealed in the study of Alm et al. (1992),
Alm and Gomez (2008), and Fjeldstad and Semboja (2001), where they explored that

PPS increases the level of tax compliance.
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Moreover, the presence of corruption in government settings frustrates
taxpayers, which causes an increase in non-compliance. Uslaner (2007) stated that the
level of corruption is much worse in LDCs and developing countries than in developed
nations, and due to corruption, people's trust in government deteriorates significantly.
Uslaner (2007) further stated that people become frustrated with the government
because of corruption and lose the will to comply with tax laws. Torgler (2003) opined
that visible attempts to combat corruption might increase tax compliance. Picur and
Riahi-Belkaoui (2006) revealed findings that are in line with Torgler (2003) that tax
compliance is positively associated with the successful CoC. Muhrtala and Ogundeji
(2013) concluded that taxpayers are motivated to get involved in acts of non-compliance

if they perceive the government as corrupt.

Social exchange theory is relevant to explaining the relationship between QoG
and TCB. The theory argues that human relationships devolve on the basis of subjective
exchange value. The theory supports the argument that if taxpayers perceived that the
government is providing quality services without any partiality and corruption, then

their willingness to pay tax must be increased.

However, Bangladesh, an LDC, has been striving for good governance since its
independence in 1971, and the quality of government still needs to be improved (Haq,
2017; Mollah & Hossain, 2014). The main pillars of government, including political
parties, parliament, provision of public services, and bureaucracy, are not truly
effective. Asadullah and Chakravorty (2019) added that widespread corruption and lack
of accountability of government and public officials are also common in Bangladesh.
In addition, poor collection of tax revenue is also evident in the context of Bangladesh.
Thus, it can be assumed that poor quality of government might one of the prime causes

of low tax revenue collection in Bangladesh.

Therefore, according to the assumption of social exchange theory and based on
the above discussions, the following hypotheses are developed to attain the first research

objective of the study:

H1a The quality of government in terms of being impartial to the citizens has a

positive relationship with TCB.

H1b The quality of government in terms of provision of public services has a

positive relationship with TCB.
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H1cThe quality of government in terms of control of corruption has a positive

relationship with TCB.

However, the relationship between the dimensions of QoG and tax compliance
behavior may vary on the moderating effect of tax knowledge because if the taxpayer
is satisfied with the quality of government but lacks proper tax knowledge, the taxpayer
may not feel confident to submit the tax return. Accordingly, the following hypothesis

is developed to achieve the third objective of the study.

H1d Tax knowledge moderates the relationship between the quality of

government in terms of being impartial to the citizens and TCB.

HleTax knowledge moderates the relationship between the quality of

government in terms of provision of public services and TCB.

H1f Tax knowledge moderates the relationship between the quality of

government in terms of control of corruption and TCB.

4.3.2 The QoTS and TCB

Researchers from the marketing discipline concentrated much on service quality and
customer satisfaction. Asubonteng et al. (1996) opined that customer feedback is the
prime basis to evaluate the service quality. In the context of tax service, if taxpayers
perceived that they are getting quality services from the tax office, they will be more
willing to fulfil their tax obligation (OECD, 2018). In line with this argument, Kirchler
(2007) opined that if the taxpayers receive better cooperation and services from the tax

office, they will be more motivated to comply in return.

Social influence theory is relevant to support the relationship between QoTS and
TCB. The theory assumes that different elements of the environment influence human
behavior. In addition, human behavior changes to respond to the surrounding
environment. Hence, the theory supports the argument that tax authority may motivate
taxpayers towards fulfilling their tax obligations by providing quality services. In
addition, with a particular reference to the online tax services provided by the tax
authority, Le et al. (2020) and Shukla and Kumar (2019) concluded that simple
procedures and easy access to online tax services are positively correlated with the

compliance behavior of the taxpayers. Moreover, Nomlala and Oluka (2021)
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empirically revealed a positive association between e-filing and cashless e-payment and
TCB. In addition, prior studies also identified positive notion of the taxpayers regarding
the online tax system and concluded that favorable perception regarding the overall
quality of online tax services have significant positive effect on TCB (Ardillah &

Farhanah 2022; Machfuzhoh & Pratiwi 2021; Rohmah & Ashlihah, 2021).

In the context of Bangladesh, services provided by the tax office are not at a
standard level; taxpayers have huge complaints and dissatisfaction with the revenue
authority. According to the OECD (2018) report, one of the significant drawbacks of
the Bangladesh tax system is poor tax service, which frustrates taxpayers. Furthermore,
Rana and Masukujjaan (2017) added that, in Bangladesh, the tax authority is promoting
online services to facilitate taxpayers by offering smooth and hassle-free operation;
however, the outcome is yet to be achieved due to its poor quality. Therefore, it can be
assumed that poor QoTS increases the problem of poor tax revenue collection in

Bangladesh.

Thus, considering the assumption of social influence theory and the arguments
mentioned above, the following hypothesis is developed to meet the first objective of

this study:

H2 The quality of online service provided by the tax authority has a positive

relationship with TCB.

However, the tax knowledge of the taxpayer may change the outcome of the
relationship between QoTS and tax compliance. Alabede et al. (2011) opined that other
factors might alter tax compliance decisions, although the taxpayer has a positive
perception about the QoTS. Masari and Suartana (2019) concluded that poor tax
knowledge increases uncertainty about the tax system's requirements and procedures,
leading to a higher degree of non-compliance. Tax knowledge is also needed to better
understand the services that the tax regime provides (Septyana & Suprasto, 2019).
Based on the above submission, the following hypothesis is developed to achieve the

third objective of the study.

H2a Tax knowledge moderates the relationship between the quality of online

services provided by the tax authority and TCB.
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4.3.3 The TSS and TCB

Tax system structure has been pointed out as a significant determinant of tax compliance
behavior (Fischer et al., 1992). Effective and efficient tax system is one of the pre-
conditions of a country's tax revenue mobilization, and tax system structures are among
the prime features of an effective tax system. Obaid, Ibrahim and Gurama (2022)
described three components of tax system structure, namely probability of being

detected, severity of penalty and tax rate.

Tax authorities use tax audits to detect non-compliant taxpayers and to ensure
optimum revenue collection. According to Alm, Deskin and McKee (2004), tax audits
have a direct deterrence effect on taxpayers who are audited and an indirect deterrence
effect on taxpayers who are not being audited. Palil et al. (2016) concluded that higher
PBD has a significant positive impact on TCB. Moreover, the penalty imposed by the
tax authority is generally linked with punishment or sanctions. Imposing sanctions or
punishment aims to ensure legal obligation and pressure the non-compliers. From a
theoretical perspective, Allingham and Sandmo (1972) revealed that penalties could be
useful to increase tax compliance. According to Tilahun, (2019), tax penalties seem
effective in two ways: firstly, they make threats and pressure on non-compliant
taxpayers, and secondly, they assure the compliant taxpayers that the evaders will be
detected and sanctioned. Chau and Leung (2009) concluded that the fear of sanction
would prevent non-compliant taxpayers from engaging in crime. Feld and Frey (2006)
empirically tested the effect of penalties and tax compliance and revealed that the
provision of SP causes a lower tax non-compliance act. Moreover, the TR is also
identified as an important determinant of tax compliance behavior. Researchers argued
that an increase in TR causes a decline in tax compliance, and taxpayers tend not to
comply in that situation (Jackson & Milliron, 1986; Abiola & Asiweh, 2012; Remali et
al., 2018). However, if taxpayers perceive the TR is optimal and fair, their response to

tax compliance will increase (Torgler, 2007).

The assumptions of deterrence theory are useful to support the relationship
between tax system structures and TCB. The theory supports the argument that crime
takes place in a situation where the outcome of being involved in a crime is higher than
the potential risk of being detected or paying a penalty. According to the assumption of

deterrence theory, it can be said that taxpayers might not be engaged in non-compliance
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(a crime) when they perceived the probability of being detected is high and/ or

punishment is severe.

In the context of Bangladesh, the audit system and enforcement mechanisms of
NBR do not work properly (Siddiquee & Saleheen, 2021). Khan et al. (2019) identified
the weakness of the NBR's audit system and commented that detecting non-compliant
acts by auditing is ineffective due to corruption. Therefore, it can be argued that
ineffective implementation of tax system structure leads to the problem of poor tax

compliance.

Hence, the following hypothesis is developed based on the deterrence theory

and the above argument to achieve the first objective of the study.

H3aTax system structure in terms of probability of being detected has a positive

relationship with TCB.

H3b Tax system structure in terms of severity of penalty has a positive

relationship with TCB.

H3cTax system structure in terms of tax rate has a positive relationship with

TCB.

However, the direct relationship between the perception of tax system structure
and tax compliance behavior may be changed in the presence of tax knowledge as a
moderator. Rodrigues-Justicia and Theilen (2017) opined that tax knowledge develops
the cognitive level of the taxpayer, which leads to a sense of compliance with tax law.
Hence, it can be argued that lack of tax knowledge of the taxpayers may be unable them
to comprehend the tax system structure as a pressure to comply with the tax law.
Therefore, the following hypothesis is formed based on the above arguments to obtain

third objective of the study.

H3d Tax knowledge moderates the relationship between the tax system

structure in terms of probability of being detected and TCB.

H3eTax knowledge moderates the relationship between the tax system structure

in terms of severity of penalty and TCB.

H3f Tax knowledge moderates the relationship between the tax system structure

in terms of tax rate and TCB.
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4.3.4 Demographic Factors and TCB

Demographic characteristics of the taxpayers have been discussed in many tax
compliance studies to determine their impact on TCB. Cognitive theory supports that
individuals' behavior varies in response to their demographic differences (Adriani,

2016).

Prior studies statistically supported that demographic factors of the taxpayers
have significant impact on their compliance behavior, and TCB differs significantly in
accordance with the change in demographic characteristics (Lopez-Luzuriaga &
Scartascini, 2023; Prasetyo et al., 2020; Yimam & Asmare, 2020; Shiferaw & Tesfaye,
2020). In addition, the commonly used demographic factors are gender, age, level of
education, level of income and occupation. Prior studies provided evidence that gender
is an important determinant of TCB and empirically concluded that TCB varies
significantly between the male and female (Lopez-Luzuriaga & Scartascini, 2023;
Yimam & Asmare, 2020; Febrian & Islami, 2020; D'attoma et al., 2020). Like gender,
previous studies also showed that the age of the respondents has an impact on TCB.
Shiferaw and Tesfaye (2020) and Hofmann et al. (2017) statistically concluded that the
level of TCB differs significantly at different age levels of taxpayers. In addition, the
taxpayers' educational qualifications were also incorporated in prior studies as a
potential determinant of TCB. Aregbesola et al. (2020) and Subramaniam (2019)
empirically supported that taxpayers’ educational background has significant impact on
TCB and they argued that compliance behavior of the taxpayers varies according to the

academic qualification of the taxpayers.

Furthermore, prior studies also considered taxpayers' income level an important
determinant of TCB. Dissanayake and Premaratna (2020) concluded that TCB differs
in accordance with changes in the income level of taxpayers. Moreover, the occupation
of the respondents was also included in previous tax studies to determine its impact on
TCB. Alm (2019), Alasfour et al. (2016) and empirically supported the hypothesis that
taxpayers' occupation has significant impact on their compliance attitudes, and Alabede
(2014) provided empirical evidence that TCB significantly varies in response to

different occupational statuses.
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Therefore, according to the assumption of cognitive theory and the findings of
prior studies, the following hypotheses are developed to achieve the second objective

of the study.
H4 Gender of the taxpayers has a significant effect on TCB.
HS Age of the taxpayers has a significant impact on TCB.
H6 Level of education of the taxpayers has a significant effect on TCB.
H7 Level of income of the taxpayers has a significant impact on TCB.

H8 Occupational status of the taxpayers has a significant impact on TCB.

4.4 SUMMARY

This chapter discussed the underpinning and supporting theories of the study, namely,
deterrence theory, social exchange theory, social influence theory and cognitive theory.
The discussions of the underpinning theories provide justifications for including
independent and moderating variables in the proposed tax compliance model. Then, it
draws the research framework based on the underpinning and supporting theories and
existing literature on the tax compliance issue. Finally, it discussed the development of
the hypotheses of the study in order to achieve the research objectives. A detailed
discussion of the methodology employed in this study will be presented in the next

chapter.
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CHAPTER FIVE
RESEARCH METHODOLOGY

5.1 INTRODUCTION

This chapter discusses the research techniques and methods employed in this research.
It explains the research design, research approaches, operational definition and
measurement of constructs and variables of the study. Then the chapter addresses the
development of research instruments, sampling population and technique, geographical
area, and the data collection procedures of the present study. Finally, it discusses several

research tools employed in this study to analyze the collected empirical data.

5.2 RESEARCH DESIGN

A research design presents a comprehensive outline that defines the overall procedure
of research to produce the answers to the identified research questions (Davis &
Cosenza, 1993). Hair, Bush and Ortinau (2008) define research design as the roadmap
for a researcher to plan how the data will be obtained and how the findings will be
revealed. Kumar (2018) identified two primary functions of a research design: first, the
construction of the whole research process with logical order, followed by ensuring the
quality of the entire process, with particular emphasis given to its validity, objectivity,

and accuracy. The procedure of the current research is shown in Figure 5.1.
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Figure 5.1 Research Design Strategy
Source: (Research Process (Zikmund, 2003))

5.3 RESEARCH APPROACHES

Two research methodologies, namely inductive and deductive approaches, have been
utilized in most research. The inductive research approach is also recognized as the
theory-building approach, which mainly focuses on introducing new theories to
enhance the existing knowledge (Bhattacherjee, 2012). However, the deductive
research approach attempts to explain the existing theories by analyzing new empirical
data and reveals associations between the existing theories and new facts (Bell, Bryman
& Harley, 2018). This study reviewed the prior literature to identify the research gaps
and to understand the relationship between independent, dependent and moderating

variables. The study further incorporates different theories to support the association
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between the variables. Hence, the utilization of a deductive methodology presents a

more justifiable method for this research.

5.4 QUANTITATIVE RESEARCH

Generally, research has two forms, namely qualitative and quantitative. Qualitative
research generally focuses on the individuals’ narratives of social incidences and
various realities, where the data is gathered from interviews and observations (Zikmund
& Babin, 2009). The primary purpose of qualitative research is to gain in-depth
understanding on how people experience the world (Merriam, 2002). In qualitative
research, theory-building or inductive approaches have been made with the use of detail
and enriched primary data. However, the major criticism of this approach is that the
findings may not be generalized as it is associated to a small population (Ochieng,

2009).

Unlike qualitative research, quantitative study deals with numeric data
(Zikmund & Babin, 2009; Bhattacherjee, 2012), which is collected from secondary
sources or surveys. This type of research is suitable to examine casual relationships and
depict the findings in a general manner to address the large population (Ochieng, 2009).
As the current study obtained individual taxpayers’ perceptions of their compliance
behavior using a survey, it can be considered as quantitative research. Cresswell (2009)
opined that quantitative research suits complex research designs with many variables
and treatments. In this research, a survey on taxpayers’ opinions was conducted through
a self-administrated questionnaire, while the reliability and validity of the questionnaire

were confirmed through a pilot test.

5.5 TAXPAYERS’ OPINION SURVEY

Most prior research utilized taxpayers' opinion surveys to examine the samples'
perceptions, opinions, attitudes and behaviors (Jackson & Milliron, 1986; Torgler,
2007; Engida & Baisa, 2014). Torgler (2007) described the benefits of utilizing the
survey research method. He added that taxpayers' opinion surveys open the scope for
the researcher to collect data from the socioeconomic, demographic, and behavioral

context of the taxpayers. As taxpayers' opinion survey has been utilized in tax
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compliance studies in the contexts of both developed and developing nations (Fjeldstad
& Semboja, 2001; Kasipillai & Jabbar, 2006; Manaf, 2004; Saad, 2011; Verboon & van
Djike, 2011; Engida & Baisa, 2014), a taxpayers' opinion survey was utilized as a

research method in this study.

5.6 OPERATIONAL DEFINATION AND MEASUREMENT OF CONSTRUCTS
AND VARIABLES

Operational definition of constructs and different variables of the study are discussed in
this section. The research model of the study is formed in combination of one dependent
variable, four independent variables and one moderator. Operational definition of the

variables and constructs is discussed in the following sections.

5.6.1 Tax Compliance Behavior

The dependent variable of this research is TCB, which is defined as the correct
declaration of the tax base, calculating the correct tax liabilities, submission of tax
returns on time and making the payable tax amount before the due time (e-Hassan et al.,
2021; Taing & Chang, 2021). Alabede (2012) argued that any action of the taxpayers
that contradicts the above definition of tax compliance will be considered non-

compliance.

Prior studies argued that measuring tax compliance behavior is always
challenging as non-compliance acts are considered as a crime, and due to this, no one
will be willing to declare himself as non-compliant (Alm, 1999; Long & Swingen, 1991;
Alabede, 2012). Multiple direct and indirect methods have been documented in prior
studies to measure tax compliance behavior, and among them, the self-report method is
the most common and widely used strategy (Fischer et al., 1992; Jabbar, 2009; Alabede,
2012). In the self-report method, a hypothetical case or scenario is drawn to the
respondents in order to measure their behavior on a particular issue. Marshall, Smith
and Armstrong (2005) supported the incorporation of scenarios as the method of data
collection in tax compliance studies. They opined that it is the most effective strategy
for data collection regarding sensitive issues such as tax compliance. Adopting scenario
case as the method of data collection has been documented in tax compliance studies

(Augustine, 2016; Alabede, 2012; Saad, 2011; Marshall et al., 2005; Wenzel, 2004;
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Kirchler & Maciejovsky, 2001; Chan et al., 2000; Fischer, 1993). In line with the
recommendation of prior studies, this research adopted scenario case strategy to collect

the data regarding tax compliance behavior.

According to the definition of tax compliance, its primary components or
dimensions are income reporting compliance, tax offset reporting compliance, filing
compliance and payment compliance (e-Hassan et al., 2021; Taing & Chang, 2021). As
documented in other studies, these four components are used to measure tax compliance
behavior in this study. Brown and Mazur (2003) defined the measuring components of
TCB; according to them, income reporting compliance stands for declaring all taxable
income in accordance with the country's tax laws. Similarly, tax offset reporting
compliance means claiming genuine tax rebates according to tax laws. Filing
compliance represents submitting tax returns voluntarily within the due time, and

payment compliance means paying the payable tax amount within the due time.

This study adapted two scenario cases including six items (appendix A) to
measure the TCB. Two items (1 & 5) are used to get the respondents' views on which
income item(s) and the amount they would include in the tax return if they were in the
same situation mentioned in the scenario cases. One item (2) is used to gather data on
which expense(s) the respondents would consider including in the tax return to get the
tax rebate. Furthermore, two items (3 & 6) are added to collect the respondents’ opinion
on which date they would submit their tax return if they were in the same situation.
Lastly, one item (4) is incorporated to get their decision on when they would pay their
payable amount of tax if they were in the same situation as mentioned in the scenario.
The responses are recorded in three options, where option 1 represents somewhat
compliant, and option 2 and 3 represent moderately compliant and fully compliant
respectively. Furthermore, option 1 is representing the compliance according to the tax
laws, and other two options are not, although option 2 and 3 apparently look like
complying the tax law. The respondents who want to employ all possible ways to
minimize the tax obligation are considered as somewhat compliant, and those who
choose some of the acts of minimizing their tax liabilities are considered as moderately
compliant. All six items are summated to get the overall scale of tax compliance

behavior. The source of dimension and measuring items are shown in table 5.1
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Table 5.1 Dimension and Measurement Items of the TCB

Dimension  Source of Measurement Items Source of
Dimension Measurement
Tax e-Hassan et 1. Income reporting compliance Brown &
Compliance al. (2021), - - Mazur (2003),
2. Tax offset reporting compliance
Behavior Taing and Ashby et al.,
Chang 3. Filing compliance (2009),
2021 Al
(2021), 4. Payment compliance abede
Alabede (2012)
(2012),
Devos
(2008), Loo

et al. (2009)

5.6.2 The Quality of Government

The quality of government is a broad issue with multi-dimensional aspects. Cepiku
(2013) opined that the quality of government does not have a single index that can cover
all of its aspects; instead, focusing on the key dimensions can be helpful to get an overall
notion of the quality of government. According to Norris (2012), the notion of QoG
represents the capability of a government to perform all sorts of activities impartially to
ensure every citizen's well-being. In addition, the QoG also covers a government's
commitment and effective measures to control corruption and the provision of public
services without compromising their optimum quality (Charron et al., 2015; Norris,

2012).

However, researchers argued that many concepts in social science such as the
quality of life, quality of government and its sub-components (e.g., impartiality), cannot
be measured directly (Veenhoven, 2002); rather, the perception and the experience of
the citizen regarding the public sectors could be a fair way to get understanding about
the subject (Charron et al., 2015). This study adopted the same strategy to measure the

QoG by collecting the perception and experience of the citizens (taxpayers).
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The current study considered the three basic services, namely, public health
care, public education and law enforcement agencies, as the dummy to measure the
quality of government as recommended (Charron et al. 2015). The aspects to measure

the quality of government are mentioned in the following sections.

(a) Impartiality: This indicator measures the perception of taxpayers (citizens) to
what extent they are treated by the government, specifically, to what extent they
receive treatment from the public health sectors, public educational sectors and

the police force of the country (Charron et al., 2015, Norris, 2015).

(b) Quality of public services: This indicator measures the perception of the
taxpayers regarding the quality of public services provided by the government

(Rothstein & Teorell, 2008; Charron et al., 2015).

(c) Control of corruption: This indicator measures the perception and practical
experience of the taxpayers regarding corruption in the public sector (Mauro,

2004; (Rothstein & Teorell, 2008; Charron et al., 2015).

Each dimension of QoG is measured (appendix A) using a five-point Likert
scale. The responses are scored as strongly disagree (1) to strongly agree (5)7. The
perception of the taxpayers regarding the quality of the government in terms of being
impartial in conduct is measured by eight items. In this case, the high score indicates
that the respondents have a good perception regarding the quality of the government in
terms of being impartial in conduct. Contrary to this, a low score means the perceived
quality of the government on a particular ground is not good. The QoG, in terms of the
provision of public services to its citizens, is evaluated by seven items. A high score
means that according to the taxpayers' perception, the government is doing well in
providing public services, and a low score indicates the perceived quality of the
government is not good. The QoG regarding the government’s attempt to combat
corruption is measured by eight items. A high score indicates that the government is
doing good to combat corruption, and a low score implies the poor performance of
government in controlling corruption. The present study defines QoG by incorporating

its three dimensions, namely, impartiality, provision of public services and control of

7 Strongly disagree (1), disagree (2), neutral (3), agree (4), strongly agree (5).
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corruption, and examines the effect of QoG towards TCB by employing each

dimension. The source of dimensions and measurement items are presented in table 5.2.

Table 5.2 Dimension and Measurement Items of the QoG

Dimension Source of Measurement Items Source of
Dimension Measurement
Impartiality Rothstein 1. The government conducts its Faridy et al.,
and Teorell activities impartially. (2014);
2008 ) . .
( ), 2. Government is consistent to Abdullahi,
(Mauro provide impartial public services. (2017);
2004 . . .
) 3. People are getting impartial Alabede,
Norris service from the public education (2012);
2012), sectors.

Charron at. el.,
Charron et 4. The police are serving impartially (2015).

al., (2015). to ensure people’s security.

5. In public health sectors, no special
preferences are given to the people
considering their political, and social

identity.

6. Government has close supervision
to ensure impartial service to the

people.

7. The government is performing
well in its provision of impartial

services to the people.
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Dimension Source of Measurement Items Source of
Dimension Measurement
Quality of Rothstein 8. The quality of public education is Abdullahi,
Public and Teorell good. (2017);
Servi 2008
ervices  (2008), 9. The quality of public health Alabede,
Norris services is good. (2012);
2012), . . .
10. The quality of the police force is Charron at. el.,
Charron et good. (2015).
1., (2015).
al., ( ) 11. Government initiatives to
improve the quality of public
education are effective.
12.  Government initiatives to
improve the quality of public health
services are effective.
13.  Government initiatives to
improve the quality of the police
force are effective.
14. The government is performing
well in terms of the provision of
quality services to people.
Control of Rothstein 15. The government is committed to Abdullahi,
Corruption and Teorell combating corruption in the public (2017);
2008 health sector.
( ), calth sector Alabede,
(Mauro 16. The government is committed to  (2012);
2004 ti ti in th li
004), combating corruption in the public Charron at. el.,
Norris education sector. (2015).
2012),
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Dimension Source of

Dimension

Measurement Items

Source of

Measurement

Charron et

al., (2015).

La Porta et
al., (1999)

17. The government is committed to
combating corruption in the police

force.

18. People do not pay extra money to
receive their legally entitled services

from the public health sector.

19. The government takes effective
measures to combat corruption in the

public health sector.

20. The government takes effective
measures to combat corruption in the

public education sector.

21. The government takes effective
measures to combat corruption in the

police force.

22. The performance of the Anti-
Corruption Commission (ACC) is

excellent.

5.6.3 The Quality of Online Tax Services

Quality of the tax services can be considered as an important determinant of TCB.

However, most of the tax regimes adopted online services to provide smooth and hassle-

free services to the taxpayers (Ardillah & Farhanah 2022; Machfuzhoh & Pratiwi 2021).

Bangladesh tax regime also incorporated digital tools to provide online tax services in

the last decade (Ministry of Finance, 2023). Hence, it is more relevant to examine the

impact of online tax services quality rather than manual service quality towards TCB.
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The online tax service is defined as an internet-based service that facilitates
taxpayers to get effective and smooth service throughout all phases of fulfilling their
tax obligations (Naveed, 2019: Mustapha & Sheikh, 2014). The QoTS can be
determined based on the taxpayer's perception and real experience regarding the online
tax services provided by the tax authority. Prior studies pointed out the key features of
online tax service, which includes secured, easy access to all, user-friendly, and capable
of comprehending all relevant information in a single channel (Adebiyi, 2023; Night &
Bananuka, 2020; Hu et al., 2009). Furthermore, Hu et al. (2009) measured the quality
of e-tax service by considering three dimensions: easy access to relevant tax
information, complete tax filing, and payment of tax obligation through a secured and
easily accessible online method. This study considered the dimensions presented by Hu
et al. (2009) to measure the QoTS. Five items were adapted to measure these three
dimensions (appendix A). Like the QoG, a five-point Likert scale is employed to rate
the responses, and a higher score indicates the respondents perceived the quality of
online tax services as good, and a lower score means the opposite. Furthermore, this
study considered all dimensions of QoTS in a single construct and measured them on a
single scale. The source of dimension and five items to measure the QoTS are presented

in table 5.3.

Table 5.3 Dimension and Measurement Items of QoTS

Dimension Source of Measurement Items Source of

Dimension Measurement

The Quality Hu et al, 1. The NBR has a very useful and Hu et al,
of  Online (2009); informative website. (2009)

Tax Servi Naveed t
ax Seviees - TAVEES €5 1 can get the necessary and updated
al., (2019)

information from the NBR’s website.

3. I can easily submit my tax return

through e-filing of NBR.

4. 1 can easily pay the tax amount

through e-payment of NBR.

91



5. The NBR provides user-friendly

online services.

5.6.4 Tax System Structure

Based on the deterrence theory, Allingham and Sandmo (1972) introduced the financial
self-interest model of tax compliance and pointed out three components related to tax
system structure, which include tax rate, detection probability and penalty, as the
determinants of tax compliance. Fischer (1993) also discussed these three dimensions
of tax system structure in his model. This study adopted the three dimensions presented

by Fischer (1993) to define the tax system structure of tax compliance behavior.

(a) Probability of being detected: Probability of being detected is operationally
defined as the perception of taxpayers regarding the capacity of tax authority to

detect the non-compliers (Alabede, 2012).

(b) Severity of penalty: It is to define the perception of taxpayers on how severe or
extensive the penalty is that is imposed by the tax authority on the detected non-
compliers. Fischer (1993) opined that it is not the real penalty rather, it is the
perception of taxpayers on the penalty as an economic tool of enforcement

mechanism.

(c) Tax rate: Tax rate is defined here as the perception of taxpayers regarding the
fairness of tax rate and fair distribution of tax burden (Gilligan & Richardon,

2005).

Prior tax studies focused on tax system structure, and most of which examined
the effect of its individual component on TCB. (Remali et al., 2018; Widuri et al., 2019;
Bangun et al., 2017; Sinnasamy & Bidin, 2017; Guldana, 2013; Freire-Seren & Panades,
2013; Abiola & Asiweh, 2012;). However, a few studies examined the impact of overall
tax system structure on TCB (Alabede, 2012; Abdullahi, 2017). This research aimed to
highlight the LDC context and examine the effects of taxpayers’ perceptions regarding
overall tax system structure employed by NBR on TCB. Hence, rather than focusing on
its dimension, this study concentrated on the overall scale. For this purpose, the present

study adapted 11 items (appendix A) to measure tax system structure of tax compliance
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behavior. Like the QoG and QoTS, a five-point Likert scale is employed to rate the

responses.

The dimension probability of being detected is measured by three items, where
the respondents are asked to express their perception of the possibility of being detected
in the case of non-compliance. A high score indicates a greater probability of being
detected, whereas a lower score represents a lower possibility. The severity of the
penalty is measured by four items, where respondents are asked to express their
perception of how serious problems or sanctions would be imposed on someone if he
were caught in non-compliance. A high score represents the perceived penalty is severe,
and a low score indicates the penalty is less intense. The tax rate is measured by four
items, where the respondents are asked to share their perception of the tax rate's fairness.
A high score indicates the perceived tax rate is fair in this case, and a low score means
the tax rate is less fair. Table 5.4 shows the different dimensions and measurement items

of the tax system structure.

Table 5.4 Dimension and Measurement Items of the TSS

Dimension Source of Measurement Items Source of

Dimension Measurement

Probability Chau and 1. Thereis a high chance that thetax Wenzel
of being Leung (2009); authority would catch Mr. ‘A’ if he (2004)
detected Fischer et al. did not include his extra income in

(1992); the tax return.

Jackson and 2. There is a high chance that the tax

Milliron

(1986); Manaf

(2004); Loo et

al. (2009)

authority would catch Mr. ‘A’ if he
had claimed the amount as a

deduction.

3. The tax authority has enough
workforce in its audit team to catch

Mr. ‘A’.
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Dimension Source of Measurement Items Source of
Dimension Measurement
Severity of Chau and 4. Mr. ‘A’ needs to pay the tax that James,
penalty Leung (2009); he owes, together with interest onit. Murphy &
D 2008; Reinhart
evos, > 5. Mr. ‘A’ has to give a larger cima
Fischer et al. (2005)
amount of penalty compared to the
(1992); .
amount of tax saving due to not
Jackson and ) .
complying with the tax law.
Milliron
(1986); Manaf 6. Mr. ‘A’ has to face legal charges
(2004); Loo et in the relevant court.
al. (2009) 7. The tax authority in my country
practices serious enforcement and
the larger amount of penalty to deter
tax non-compliance.
Tax rate Chau and 8. Under the existing tax laws of the Gilligan &
Leung (2009); country, I believe the burden of Richardon,
Fischer et al. income tax is fairly distributed. (2005).

(1992);
Gilligan &
Richardon,
(2005).

9. Wealthy classes in my country
are not paying a fair amount of tax

in against their income.

10. The NBR practices a

progressive tax rate.

11. Tax rebate has not been
allocated fairly in the tax system of

my country.
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5.6.5 Demographic Factors

This study incorporated demographic factors in the tax compliance model as one of the
independent variables. The commonly used demographic factors in the prior tax
compliance studies are gender, age, level of education, and level of income and
occupation (Croson & Gneezy, 2009; Krichler, 2007; Hofmann et al., 2017; Torgler,
2007). Gender refers to gender of the taxpayers, either male or female to depict which
of the two genders show more compliance behavior (Croson & Gneezy, 2009). Age
refers here to the age group of the taxpayers, including young, middle, and old
(Hofmann et al., 2017; Krichler, 2007). The income level can be defined as the
taxpayers' gross income (Ahmed & Braithwaite, 2004), and it is classified as low-
income, medium-income and high-income (Alabede, 2014). Furthermore, the level of
education refers to the highest level of education achieved by the taxpayers (Hofmann
et al.,, 2017). It is also categorized as lower-level (HSC/Diploma), middle-level
(Bachelor) and higher-level (Master) educational qualifications. Lastly, the occupation
of the respondents indicates their professional status, and they are categorized as

government employees, private sector employees, or self-employed.

Demographic characteristics of the respondents are collected through some
categorical questions. For gender, there are only two options male and female, and
respondents were asked to report, and the responses were recorded as (1) male and (2)
female. For the age of the respondents, three categories are created: young age (18-30
years), middle age (31-50 years), and older age (over 51 years). The respondent’s
responses regarding their age were recorded as (1) young age, (2) middle age and (3)
older age®. Similarly, the level of education of the taxpayers was also categorized and
recorded into three levels: (1) lower-level of education (below diploma or HSC), (2)
middle-level education (Bachelor degree) and (3) higher-level of education (Masters
and above). In addition, the level of income was also grouped into three: low-income

earners’ (monthly income BDT 25,000-50,000/ USD 250-500), middle-income

8 Present study followed Alabede (2012) to classify the age group of the taxpayers.

° As per BBS, the annual income range for low-income earners is from BDT 200,000 to BDT 600,000
(Bangladesh Bureau of Statistics, 2020). However, this study considered the low-income earners from
BDT 300,000 as it is the minimum taxable annual income in Bangladesh, and the study includes only
taxable income earners as respondents.

95



earners'’ (monthly income BDT 50,001-100,000/ USD 500-1,000) and high-income
earners (monthly income above BDT 100,000/ USD 1,000). Respondents’ responses
about their monthly income were recorded as (1) low-income earners, (2) middle-
income earners and (3) high-income earners. Lastly, the employment status of the
respondents was categorized and recorded as (1) government, (2) private sector, and (3)

self-employed.

In this study, demographic variables are measured by categorical data as done
by (Alabede, 2012; and Hofmann et al., 2017). The source of the dimensions of the

demographic variables is shown in table 5.5.

Table 5.5 Source of Dimensions for Demographic Variables

Dimension Source of Dimension
Gender Eckel and Grossman (2001), Croson and Gneezy (2009),
Age Hofmann et. al. (2017), Torgler (2007),

Level of education  Chan at el. (2000),
Level of income Ahmed and Braithwaite (2004), Alabede (2014).

Occupation

5.6.6 Tax Knowledge

Tax knowledge is the moderating variable of present study. Ahmad, Mohd-Hanefah and
Mohd-Noor (2007) defined tax knowledge as the capability of taxpayers to comprehend
the rules and regulations of tax laws and compute tax liabilities accordingly. This
research considered the definition of tax knowledge as provided by Ahmed et al. (2007).
Furthermore, six items (appendix A) had been adapted to measure the taxpayers' tax

knowledge. From which, three are related to the income that needs to be added to the

10 According to BBS, middle-income earners are categorized as having annual income ranging from BDT
600,001 to BDT 1,200,000, and above this threshold are considered as high-income earners (Bangladesh
Bureau of Statistics, 2020).

96



tax return, and the remaining three are attached to the expense that can be claimed as
tax rebates in the tax return. A five-point Likert scale is utilized to rate the responses,
where a high score indicates the respondents have better tax knowledge, and a low score
means the respondents' tax knowledge level is low. The responses of the participants
were categorized into three categories: well-informed, un-informed and mis-informed,
and it was done according to the recommendation of Alabede (2012). Firstly, those who
answered the questions strongly agree or agree were considered as well-informed and
have good tax knowledge. Secondly, those who answered as neutral were considered
uninformed and they do not have tax knowledge. Lastly, those who chose the answer as
strongly disagree or disagree were considered misinformed and they have the wrong
information regarding the tax laws. Finally, all six items are summated together to get
the overall scale of tax knowledge. The dimensions and the measurement items of tax

knowledge are depicted in table 5.6.

Table 5.6 Dimension and Measurement Items for the Tax knowledge

Dimension  Source of Measurement Items Source of
Dimension Measurement
Tax Ahmad et al. 1. Interest accrued on the savings Alabede
Knowledge (2007), account is a taxable income. (2012)
Manaf
- 2. Medical allowance from the
(2004), Loo )
employer for heart surgery is a
et al. (2009) .
taxable income.
& Alabede
(2012). 3. Prize money from the employer is

a taxable income.

4. Donation to the Ahsania Mission
Cancer Hospital can be deducted as

a tax rebate.

5. Deposit of instalment to a pension
scheme can be deducted as tax

rebate.
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Dimension Source of Measurement Items Source of

Dimension Measurement

6. The holding tax on a
house/property can be deducted as a

tax rebate.

5.7 DEVELOPMENT OF RESEARCH INSTRUMENTS

A structured, self-administrated questionnaire (appendix A) was developed to obtain
the data from targeted respondents. A questionnaire is known as a formal framework
comprising questions and scales to obtain primary data (Hair et al., 1998). The
questionnaire of this research was categorized into two main sections, where the first

section was further categorized into a few sub-sections.

The sub-sections (part I-V) in the first section of the questionnaire were
designed to cover the dependent variable, independent variables and one moderating
variable: part I covered tax compliance behavior, the study's dependent variable. In
order to obtain accurate answers from the respondents, two scenario cases were drawn,
and the respondents were asked if they could identify themselves with the same

condition.

Then part II of the questionnaire was dedicated to obtaining taxpayers'
perceptions regarding the QoG. Taxpayers were asked about their perception of the
dimensions of the QoG, namely, impartiality, the provision of essential services, and
control of corruption. Two questions in this part (question number 12 and 25) were
purposefully stated in the opposite direction, and it was done in order to obtain a more
valid opinion from the respondents. The response was collected by utilizing a five-point
Likert scale. The subsequent part III was designed to obtain taxpayers' perceptions
regarding QoTS. Taxpayers were asked to share their experience about the website's
usefulness on NBR, e-filing and e-payment as provided by the tax authority. Similar to
part II, the data was collected using the five-point Likert scale.

Part IV covered taxpayers' perceptions about the tax system structure,

particularly their perception of detection probability, penalty rate, and tax rate. In this
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part, two questions (question number 43 and 45) were stated in a reverse direction. The
taxpayers' responses were collected by utilizing the five-point Likert scale. Part V was
used to obtain data on the moderating variable: the taxpayers' tax knowledge. Six
questions were placed on the taxpayers to obtain data about their tax knowledge
regarding the existing tax laws and their capability to compute their tax liability. Like

the previous part, the data was gathered using the five-point Likert scale.

The second section was designed to obtain demographic information of the
respondents. A cover letter introducing the researcher to the respondents and
mentioning the purpose of the study was attached to the questionnaire. The language of
the questionnaire was English. In addition, the questionnaire was translated into Benglai
as it is the country's official language. The questionnaire in both languages was sent to
qualified proofreaders to ensure their accuracy. The structure of the questionnaire is

presented in table 5.7.

Table 5.7 Structure of the Questionnaire

Section Construct Variables Type of Number

Questions of Item

1 Tax Compliance Dependent Variable Hypothetical Six
Behavior
The  Quality  of Impartiality Likert scale  Eight
Government Provision of public Seven
goods Eight

Control of corruption

The quality of online The quality of online Likertscale Five

tax service tax service

Probability of being Likertscale Three

detected
Tax system structure

Severity of penalty Four
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Tax rate Four

Tax Knowledge Tax knowledge Likert scale  Six

2 Demographic Gender, age, Categorical
education, income and

occupation.

5.7.1 Pre-Test

After developing the questionnaire, it is essential to assess face and content validity by
conducting a pre-test. Hair, Sarstedt, Hopkins and Kuppelwieser (2014) opined that face
validity is highly recommended before using the questionnaire for collecting data. The
pre-test also enables the researcher to know the questionnaire's appropriateness to

measure the research objectives (Hair, Black, Babin & Anderson, 2010).

In doing so, the questionnaire was sent to four expert academicians with in-depth
knowledge and around 15 years of experience in teaching the subject of taxation in
Bangladesh. In addition, it was also sent to two tax professionals with long-standing
experience in dealing with clients’ tax matters. Furthermore, the questionnaire was sent
to three income taxpayers to get their opinions about the understandability of the items

in the questionnaire.

The experts validated the items and the questionnaire's structure and gave
suggestions to improve it. After examining the questionnaire's face validity and content
validity by the experts, tax practitioners and taxpayers, it was translated into Bengali
(the official language of Bangladesh) by a professional translator. Finally, the main and
translated copies of the questionnaire were again sent to the tax practitioners and the

income taxpayers to check their accuracy and understandability.

5.7.2 Pilot Study

A pilot study is a process of conducting a small-scale survey before commencing the
main survey (Pallant, 2020). Cooper and Schindler (2014) opined that pilot studies play

a significant role in identifying the weaknesses in a given research design and the
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relevant research instruments, as they are trial tests before the main test. Moreover, in
quantitative studies, pilot tests help researchers avoid committing Type-I or Type-II
errors by reducing the systematic errors before conducting the main test. The presence

of Type-I or Type-II errors might lead to the research being in vain.

Cooper and Schindler (2014) recommended a range of 25 to 100 sample sizes
for administering a pilot test. They further opined that the actual size of an appropriate
pilot test can be determined based on the research method the researcher plans to

employ. For this study, the sample size set for the pilot study was 50.

A total of 83 questionnaires were sent to the respondents online by employing
the snowball strategy, and 57 responses were received among them. The response rate
was 69%. The responses were recorded in SPSS, and the Cronbach alpha coefficient
score was considered to test and interpret the reliability of the research instrument.
According to George and Mallery (2019), an alpha value of .70 would be considered
acceptable. In this study, the Cronbach alpha coefficient of every variable was above
.70. The highest was the QoG (.96), and the lowest was the tax compliance behavior
(.84). As the Cronbach alpha coefficient score of each variable was greater than .70, the
reliability testing results can be considered as acceptable, according to George and
Mallery (2019). The results of the reliability test for a pilot study of the current research

are presented in table 5.8.

Table 5.8 Reliability Test of Pilot Study

Latent Variable Items Alpha
The QoG 23 .96
The QoTS 5 .94
Tax System Sturcture 11 .89
Tax Knowledge 6 .86
TCB 6 .84
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5.8 RESPONDENTS AND SAMPLE OF THE STUDY

Defining the appropriate respondents and their size is one of the important parts of the
empirical research. The following sections highlight the sampling population,

geographical area, sampling techniques and sample size of the study.

5.8.1 Sampling Population

The sampling population is significant for research as an effective generalization of the
findings depends on it (Cavana, Delahaye, & Sekaran, 2001). The sampling population
could be defined as a specific set of samples that will be best fitted for a study (Zikmund
et al., 2013). They added that the sampling population should be selected empirically,
and the samples' characteristics should be carefully considered to represent the entire

population.

This study's target population was individuals with taxable income and personal
TINs under the Bangladesh Income Tax Ordinance, 1984. As the current research was
focused on the personal income taxpayers, according to the law, this group includes
individuals who enjoy taxable income from salary, business and/ or any lawful sources,
house owners who have rental income, and all registered professionals who provide
individual services like doctors, engineers and law practitioners (Bangladesh Income

Tax Ordinance, 1984a).

5.8.2 Geographical Area of the Study

The geographical area of this study is Bangladesh, an LDC as well as the eighth most
populous country in the world. The country is divided into eight divisions, further
subdivided into 64 districts. Dhaka, with a population of 20 million, is the country's
capital city. At the same time, Chattogram is the country's business capital, with a

population of 5 million (Bangladesh Bureau of Statistics, 2020).

In order to achieve sufficient representation from each division and district, this
study focused on Dhaka and Chattogram cities of the country. Dhaka is considered to
be the meeting point of the whole country. People from different divisions and districts
come and live in this city, and on this basis, the city offers sufficient representation from

all divisions, social and economic statuses. Apart from this, out of 31 tax zones
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demarcated by NBR for the entire country, 15 are in Dhaka (National Board of Revenue,
2020c), indicating that almost 50% of NBR activities are operated in this city. In
addition, Chattogram city is included in the geographical area of the study as it is the
business capital of the country. Moreover, the largest seaport in the country is in
Chattogram City, and a significant portion of the country's business activities have been
operating there. Furthermore, NBR has been conducting its operation in Chattogram
city with 4-tax zones, which is the second highest position in terms of tax activities in
the country (National Board of Revenue, 2020c). Therefore, the study selects Dhaka
and Chattogram city as the geographical area of the study.

5.8.3 Sampling Technique

The sampling procedure is a crucial part of the research, in which appropriate
respondents are identified in order to obtain data that can help achieve the research
objectives. Onwuegbuzie and Collions (2007) opined that an appropriate sampling
procedure determines the ultimate success of research as it requires selecting the right

respondent with the most accurate information.

In the domain of social science research, researchers generally utilize four
different sampling methods: probability, purposive, convenience and mixed-method
sampling (Teddlie & Yu, 2007). Considering the scope of the current research, detailed

discussions on all of these sampling methods are not presented here.

As this research aims to empirically examine the determinants of tax compliance
behavior of taxpayers in Bangladesh, the purposive sampling technique is employed
here as the actual population is not readily available. Purposive sampling, also known
as judgmental or subjective sampling, has primarily been utilized in qualitative and
quantitative research. Purposive sampling is utilized in choosing respondents with
specific attributes from the selected geographical area of a given study (Collins et al.,
2006; Teddlie & Yu, 2007). Maxwell (2008) stated that purposive sampling helps the
researcher to select specific settings or persons deliberately to gather the required

information, which might not be obtained from other sources.

In order to implement the purposive sampling technique, some strategies are

commonly utilized in social science research, which include criterion, homogeneity,
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typical case, snowball or chain, and extreme or deviant case (Teddlie & Yu, 2007). This
study employs the criterion and snowball method to identify the research respondents

under the purposive sampling technique.

Initially, the criterion technique is utilized to identify the individuals with TINs
from the selected locations of the study, followed by the application of the snowball
method to reach other respondents who also possess similar characteristics. The
identified TIN holders direct the researcher to locate other respondents with similar
characteristics, and this process continued until the researcher obtained a sufficient

count of respondents.

Moreover, prior tax compliance studies also employed the snowball-sampling
method to gather the survey data (Isa, 2014; Hansford & Hasseldine, 2012). Zaidji,
Henderson and Gupta (2017) adopted the snowball-sampling technique to collect
survey data from the taxpayers and opined that the snowball technique is preferable in

such studies where the list of respondents is hard to provide.

5.8.4 Sample Size

Researchers have focused more on selecting an appropriate sample size as the entire
result of a study depends on it. To determine the appropriate sample size, the total count
of individual taxpayers in the selected geographical areas was considered. Bangladesh
has 2.8 million individual taxpayers with TINs, of which 2.1 million are from Dhaka
and Chattogram (Ministry of Finance, 2023). This study will consider the rule of thumb
outlined by Krejcie and Morgan (1970) to determine the sample size. The required
sample size is 384 for a population of more than 1,000,000, as Krejcie and Morgan
(1970) recommended (Appendix B).

However, to minimize the non-response rate, researchers emphasize increasing
the sample size to ensure sufficient data is obtained (Israel, 2009; Sekaran & Bougie,
2010). According to Sekeran (2003), if the sample size is between 30 and 500, it can be

considered proper and adequate. This research plans to study 500 samples.
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5.9 DATA COLLECTION

Data collection for this research started on 1st April 2021, and at that time, the COVID-
19 situation in Bangladesh was recorded as worse than ever. The government of
Bangladesh announced a total lockdown at that time (Bhattacharjee & Adhikary, 2021).
Considering the COVID-19 situation and the time constraints of the study, the

researcher started the data collection procedures online.

The questionnaire was transformed into a Google form, and the link with a short
introductory message was prepared to send to the respondents. Eight research assistants
were engaged to do the data collection procedures faster. A similar practice was

evidenced in prior research (Saad, 2011; Alabede, 2012).

The respondents of this research are individual taxpayers, and their list is only
kept in the tax office. The researcher tried to obtain the list from the office but could
not succeed due to the security policy of the tax office. This study adopted snowball
sampling to identify the respondents as the list of individual taxpayers is not easily

available and accessible.

With help from the research assistants/ enumerators and utilizing the
researcher’s networking, 18 respondents were identified with diverse professional
backgrounds who had taxable income and TIN. The researcher then contacted them
personally and requested them to participate in the survey and help the researcher to
reach the potential respondents of this study. Afterwards, by employing a snowball
sampling strategy, the researcher and the supporting team were able to collect the email
address and/ or online communication media (e.g., WhatsApp and Messenger) of the
potential respondents and reached a total of 1782 individuals with the same
characteristics, which was set for the respondents of this study. Finally, 421 respondents

submitted the questionnaire through the Google form by 31 August 2021.

5.10 DATA ANALYSIS PROCEDURES

The data collected in this study has been analyzed with the SPSS software, and different
statistical techniques are incorporated, which included data inspection and
transformation, descriptive statistics, cross-tabulation analysis, reliability testing, factor

analysis, correlation analysis, and multiple regression analysis. The study has three
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objectives, among them, RO1 and RO2 are designed to examine the direct effect of
independent variables (QoG, QoTS, TSS and demographic factors) on the dependent
variable (TCB). Moreover, RO2 is also developed to examine the difference in TCB in
accordance with the change of demographics characteristics of the individual taxpayers
in Bangladesh. According to the recommendations of prior studies, independent sample
t-test (for two groups) and one-way ANOVA (for more than two groups) are the most
suitable statistical techniques to examine or compare the difference (Pallant, 2020;
Fredrick & Peter, 2019; Tehulu & Dinberu, 2014; Gupta, 2009). Similarly, this study
employs independent sample t-test and one-way ANOVA to examine the difference of

TCB in responding to the change of demographic characteristics of the respondents.

In addition, RO3 is formed to assess the moderating effect of tax knowledge on
the relationship between TCB and its determinants (QoG, QoTS and TSS). As
recommended in the prior studies (Murphy, 2007; Ramanathan & Akanni, 2010; Aguins
& Gotterdson, 2010; Alabede, 2012), statistical technique namely, multiple regression
analysis employed to examine the direct effect of QoG, QoTS, TSS and demographic
factors on TCB. Moreover, following the suggestions of previous research
(Harnovinsah, Kansil, Nugroho & Putra, 2023; Sritharan & Salawati, 2019), multiple
regression analysis also employed to investigate the moderating effects of tax
knowledge on the relationship between TCB and its selected determinants (QoG, QoTS
and TSS). A detailed discussion of the above-mentioned statistical tools is presented

below.

5.10.1 Data Inspection and Transformation

The data of this study was collected through the survey questionnaire, and the responses
were keyed into the SPSS version 27. Proper inspection and screening were done in
order to find the missing data and outliers. These procedures were done in accordance
with the recommendation of Coakes and Ong (2011), Hair et al. (2010), Meyer et al.
(2006) and Pallant (2020).
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5.10.2 Descriptive Statistics

The primary purpose of descriptive statistics in this study was to present the
respondents' socio-economic background briefly and shed light on the pattern of the
respondents' behavior. Primarily, the mean and standard deviation is illustrated in
descriptive discussion, and it was documented in the prior studies related to tax
compliance behavior (Fled & Schneider, 2007; Torgler, 2007; Alabede, 2012;
Abdullahi, 2017).

The mean score and the standard deviation of each item were calculated, and the
mean scores of the particular items under one variable were summated to get the overall
mean score of the variable. The 50th percentile of the range of the five-point Likert
scale was employed here to interpret the mean score. Lemmon, Huber & McLinden
(2010) asserted that the percentile is the estimated proportion of the data, which should

fall above and below a given range.

The formula for computing a percentile is n = P/100(N+1), where n = the
estimated proportion, P = the percentile, in this case, 50, and N = the number or the

range of the Likert scale, which is five for this calculation.

The percentile was calculated as 2 for the dependent variable (TCB) and 3 for
the independent variables (QoG, QoTS and TSS) and moderating variable (tax
knowledge). The percentile was used to interpret the mean score. The mean score below
2 for the dependent variable, and below 3 for the independent and moderating variables
was considered as low (negative), and above threshold was recorded as high (positive).
This research followed the same strategy to calculate and interpret the mean score as it

was done by the study of Isa (2007) and Alabede (2012).

5.10.3 Statistical Treatments to Examine the Effect of Demographic Factors on
TCB

This study examines the impact of demographic factors on TCB (RO2). Initially, cross
tabulation analysis was done, then statistical tools, namely, independent sample t-test
and one-way ANOVA, have been considered to use to achieve RO2. In addition,
multiple regression analysis is also conducted to examine the direct effect of

demographic factors on TCB.
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5.10.3.1 Cross- Tabulation Analysis

Cross-tabulation is a statistical technique used in research to analyze the relationship
between two or more variables (Wagner, 2009). In this research, cross-tabulation was
done between the demographic variables and dependent variable (tax compliance
behavior), and this was done in order to obtain further insight into the behavior of the
respondents based on their demographic background. The interpretation was made by
considering the frequency and the percentage of the related variables, and a similar
method was documented in prior tax compliance research (Alabede, 2014; Manaf,

2004).

5.10.3.2 Independent Sample t-Test and One Way ANOVA

In the next phase, an independent sample t-test and one-way ANOV A were carried out
to examine the effect of demographic factors on TCB. As the data related to
demographic factors are categorical, the most suitable techniques are independent
sample t-test and one-way ANOVA for exploring differences in the taxpayers’
compliance behavior along with their demographic characteristics. Similarly, this study
utilised the same statistical techniques to analyze the data. This approach is also evident
in the prior studies where the researchers did the independent sample t-test and one-way
ANOVA to examine the effect of demographic variables on TCB (Fredrick & Peter,
2019; Tehulu & Dinberu, 2014; Gupta, 2009). Furthermore, a Post Hoc test was also
done to test the difference among individual categories of each demographic factor, and

it was performed according to Pallant (2020).

5.10.4 Statistical Treatments to Investigate the Direct and Moderating Effect

This study examines the direct effects of independent variables (dimensions of QoG,
QoTS, dimensions of TSS and demographic factors) on dependent variable (TCB) (RO1
and part of RO2). In addition, it also aims to investigate the interacting effect of tax
knowledge on the association between selected independent variables (dimensions of
QoG, QoTS, dimensions of TSS) and TCB (RO3). Multiple regression analyses have
been considered to be used to obtain the RO1, 2 and 3.
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5.10.4.1 Goodness of Measure

Sekaran and Bougie (2010) suggested measuring the “goodness” of the research
instruments to ensure the accuracy of the research findings as well as to maintain the
scientific standard of the research. The most common practice to measure “goodness”
is to employ the reliability and validity test (Mohajan, 2017; Bajpai & Bajpai, 2014).
Following the recommendations of prior research, the study used the same statistical

techniques to measure the goodness of the research instruments.

a. Reliability Testing

Reliability testing is conducted to assess the internal consistency of the items which are
used to measure the variables of the study. Although there are other methods to examine
reliability, most social science research considered Cronbach’s alpha score to test
reliability (Hair et al., 2010; Sekaran & Bougie, 2010). Furthermore, in the realm of tax
studies, most of the empirical research employed Cronbach’s alpha to test and interpret
the internal consistency of the measuring items (Faizal, Palil, Maelah & Ramli, 2017;

e-Hassan et al., 2021; Abdullahi, 2017).

Reliability test has been conducted in two phases of the present study. The initial
test was carried out at the time of pilot testing. Reliability testing in the stage of pilot
testing i1s very crucial for empirical research as internal consistency of the measuring
items can be assessed before commencing the main data collection. Afterward, the

following reliability testing was carried out before running the main statistical tools.

The common practice and widely acceptable level of Cronbach’s alpha score is
.70 (Hair et al., 2010). The rule of thumb presented by George and Mallery (2019) to
interpret reliability is largely used in empirical research. The study considered
Cronbach’s alpha coefficient rating presented by George and Mallery (2019) to interpret
the result of reliability test. Table 5.9 illustrates the rule of thumb to interpret the
Cronbach’s Alpha coefficient.
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Table 5.9 Rule of Thumb of Cronbach’s Alpha

Cronbach’s Alpha Rating Remark

>.90 Excellent
>.80 Good

>.70 Acceptable
>.60 Questionable
>.50 Poor

<.50 Unacceptable

b. Factor Analysis

The validity of the construct is measured by factor analysis, and it is employed to reduce
the original items to a small set of usable dimensions. The main purpose of conducting
factor analysis is identifying the primary dimensions used to construct the original
variable (Hair et al., 2010). Hair et al. (2010) mentioned two ways to conduct the factor
analysis, namely, Exploratory Factor Analysis (EFA) and Confirmatory Factor Analysis
(CFA). This research considers employing EFA for construct validity as the research

instruments of the study were adapted from prior studies.

Coakes and Ong (2011) outlined the steps involved in running the EFA, and this
study considered their recommendations. Initially, the researcher verified that the
assumptions of EFA were checked and confirmed. Then, the items under each variable
were submitted to run the EFA in the SPSS software. Following this, the output of SPSS
was taken into consideration in order to evaluate the preparedness of every principal
construct for factor analysis. The value of the Kaiser-Meyer-Olkin Measure of
Sampling Adequacy (KMO) and Bartlett's Test of Sphericity was considered in this
stage. In addition, the value of the anti-image correlation coefficient, communality, total
explained variance and the eigenvalue were checked for each principal construct's
extracted factors to ensure that the data covered the minimum criteria of EFA. Lastly,

utilizing the varimax approach, factors rotation was examined.
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This study followed the rule of thumb presented by prior studies in order to
interpret the findings of EFA (Pallant, 2020; Coakes & Ong, 2011; Hair et al., 2010).
The rule of thumb includes KMO >.60; Bartlett's Test of Sphericity significant at
(p<.05); communality >.50; factor loading +.30 to +.40; eigenvalue >1; total variance
explained of at 60% or the eigenvalue is higher than 1; anti-image correlation coefficient

should not be less than .50.

5.10.4.2 Correlation Analysis

Correlation analysis is a statistical tool used to identify multicollinearity among the
variables and to determine the strength of the relationship between the variables
employed in the study (Meyer et al., 2006; Hair et al., 2010). Multicollinearity refers to
the presence of high correlation between the two or more independent variables. In the
multiple regression analyses, the detection of multicollinearity is very important as the
reliability of the regression models depends much on it. Hair et al (2010) opined that
the presence of multicollinearity causes unreliable and unstable findings of the

regression coefficient.

Researchers presented the standards of correlation coefficients to consider
multicollinearity. Gujarati and Porter (2009) recommended that correlation coefficient
greater than .08 reflects the possible threat for multicollinearity. However, Hair et al.
(2010) opined that the correlation coefficient >.07 can be considered as a potential
concern for multicollinearity between two independent variables. The present study

considers the recommendation of Hair et al. (2010) to detect multicollinearity.

In addition, the strength of the relationship between the variables was examined
by employing the Pearson product-moment coefficient, and according to Coakes and
Ong (2011), the Pearson product-moment coefficient is suitable for establishing a
correlation between continuous and categorical variables. In this study, the correlation
strength among the variables was considered statistically significant at (p<.01; p<.05)

level.
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5.10.4.3 Multiple Regression Analysis

This study aims to investigate the main effect between tax compliance behavior and its
determinants (QoG, QoTS, tax system structure and demographic factors), as well as
the moderating role of tax knowledge on tax compliance behavior and its selected
determinants (QoG, QoTS and tax system structure). Prior behavioral studies, including
several tax compliance studies, documented the use of multiple regression analysis as a
statistical means to examine the direct relationship between independent variables and
dependent variable, and the effect of moderating variable on the relationship between
dependent variable and independent variables (Harnovinsah et al., 2023; Sritharan &
Salawati, 2019; Alabede, 2012; Ramanathan & Akanni, 2010; Aguins & Gotterdson,
2010; Murphy, 2007).

According to the suggestion of prior studies, this study employed multiple
regression analysis statistical techniques to investigate the direct effect between
independent variables and dependent variable, and the impact of moderator on the
association between selected independent variables and dependent variable. The
research considered the procedures recommended by Hair et al. (2010) to run the
multiple regression analysis. Initially, a set of assumptions, including the sample size,
normality, linearity, homoscedasticity, and multicollinearity, were examined in order to
assess the preparedness of data. The following steps of multiple regression commenced
once all the assumptions fulfilled the standard. In this stage, the dependent variable
(TCB) was regressed on the selected predictors (independent variables namely, QoG,
QoTS, TSS and demographic factors) to investigate the direct effects. In the following
steps, the TCB was regressed on the selected predictors (QoG, QoTS and TSS),

moderator (tax knowledge), and the interaction of each predictor and moderator.

To interpret the output of multiple regression analyses, the study followed the
recommendations of Hair et al. (2010). Initially, the F value of the regression model
was considered. Then the adjusted R? and change in R? were taken into consideration.
Lastly, the contribution (in weight) of each independent variable and moderating

variable (interaction between independent and moderating variable) was assessed.
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5.11 SUMMARY

This chapter discusses the research procedures and techniques applied in this research
to achieve the research objectives. It started by discussing the study's research design,
followed by the discussion of research approaches, strategies and techniques that

underlie the methodological part of this study. The approach of this study is quantitative.

Following this, the chapter discussed the instruments and techniques that were
employed to gather the data. The taxpayers' opinion survey technique has been adopted
for data collection in the study. A structured questionnaire was designed, and the
snowball sampling method was applied to identify and collect data from the
respondents. The ensuing discussion covered different statistical treatments, which

were used to analyze the data.
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CHAPTER SIX
RESEARCH FINDINGS AND DISCUSSIONS

6.1 INTRODUCTION

This chapter highlights different statistical techniques and procedures to achieve the
research objectives and discusses the empirical findings of the study. Initially, it
discusses on the data inspection to identify the missing data and outliers, the study’s
response rate and non-response bias of respondents. Then, the chapter illustrates the
outcomes of cross tabulation between demographic factors and TCB, followed by the
findings of independent sample t-test and one way ANOVA. Afterwards, it discusses
the assumptions of multiple regression analyses, regression models of the study and
their results. Then, it presents the findings of hypotheses testing. Finally, the chapter
depicts the discussions of empirical findings according to the study’s research

objectives.

6.2 DATA INSPECTION AND TRANSFORMATION

Primary data for this study has been collected through a survey questionnaire. The
collected data has been screened accurately, and necessary transformations have been
carried out according to the suggestion of Coakes and Ong (2011), Hair et al. (2010),
Meyer et al. (2006) and Pallant (2020).

6.2.1 Missing Data and Outliers

Prior studies recommended a few techniques to deal with the missing data. However,
Hair et al. (2010) opined that the imputation method can be applied in such a case where
the missing data is less than 10% of the respondents. In this study, ten respondents did
not answer all the items of questionnaire, of which, eight respondents did not fill in one
item each, one respondent did not answer two items, and the remaining one did not

complete four items. Ten respondents who did not complete all the items of the
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questionnaire represented 2.57% of the total respondents'' of the study. Following the
recommendation of Hair et al. (2010), the median of the near-by point method has been
employed in this study to replace the missing data, as the percentage of the missing data

is less than 10%. Table 6.1 depicts the summary of the missing data.

Table 6.1 Summary of the Missing Data

Variable Number of Number of Percentage of
Missing Respondents the Sample
Items Size

Quality of  Government- 4 3 771

Impartiality

Quality of Tax Government- 5 4 1.02

Control of Corruption

Quality of Online Tax Services- 5 3 771
e-filing
Total 14 10 2.57

Outliers can be addressed as a variable's unusual or extreme value and should
be detected to facilitate possible removal. According to Hair et al. (2010), an outlier can
be identified on a single variable, in other words, a univariate outlier or on multiple
variables, which is called a multivariate outlier. The Z score can identify univariate
outliers; the rule of thumb is that this score should not exceed 4. Multivariate outliers
can be diagnosed by the Mahalanobis Distance (D2) probability score, and they could
be considered outliers if the score is less than .001. In this study, no outlier is identified
as the Z-score of all cases is less than 4, and the Mahalanobis Distance (D2) probability

score is higher than .001 for all the cases.

' In this study, the number of respondents can be retrieved is 389.
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6.3 RESPONSE RATE

Prior studies strongly recommended increasing the sample size in order to avoid non-
response bias (Israel, 2009; Sekaran & Bourgies, 2010), and for this study, the sample
size determined in chapter five was 500. A total of 1782 questionnaires were sent to the
targeted respondents. However, 421 questionnaires were retrieved from the
respondents, which represented a response rate of 24%. Among 421 questionnaires
received from the participants, 389 were found to be usable (the usable response rate

was 22%).

Questionnaires were sent to individual taxpayers, including public, private, and
self-employed employees. Table 6.2 depicts that 623 questionnaires were circulated to
the public sector respondents, representing 35% of the distributed questionnaire. In
addition, 784 questionnaires (44%) were administered to individuals involved in the
private sector, and 375 questionnaires (21%) were distributed among self-employed

taxpayers.

However, the highest number of responses were received from respondents who
work in the private sector, followed by self-employed and public sectors. A total of 172
questionnaires were received from the private sector, of which 159 were found usable.
Subsequently, 135 responses were received from self-employed individuals, of which
125 were recorded as usable responses. However, comparatively lower responses were
received from the public sector; only 114 responses were received from this sector, out

of which 105 responses were considered usable responses.
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Table 6.2 Distribution of Questionnaire

Questionnaire Public Sector Private Self- Total

Sector Employed

F P (%) F P (%) F P(%) F P (%)

Administrated 623 35 784 44 375 21 1782 100

Retrieved 114 18 172 22 135 36 421 24
Badly 09 1 13 2 10 3 32 2
completed

Usable 105 17 159 20 125 33 389 22

Note: 1. F=Frequency, P=Percentage

2. Percentage of retrieved badly completed and usable questionnaire determined
based on the total number of administrated questionnaires for each group of
respondents.

3. A total of 32 respondents did not complete most of the items of questionnaire, and

these responses considered as ‘badly completed’ questionnaires.

6.4 NON-RESPONSE BIAS

Non-response bias is a severe concern to studies that employ a survey to gather the data.
It occurs in such conditions when there is a meaningful difference between the
responders and non-responders of a sample in terms of demographic and attitudinal
variables (Couper, 2000). Out of several techniques, the extrapolation method has been
discussed in prior studies to examine the non-response bias (Al-Aali, 2021; Dirsehan &
Cankat 2021; Armstrong & Overton, 1977). According to the extrapolation method,
respondents who participated in the survey after completion of the pre-determined time
set by the researchers were considered the late respondents, and those who attended the
survey within its time frame were equated as the early respondents. Then, the responses
of' both groups are compared to determine the presence of non-response bias (Armstrong
& Overton, 1977; Johnson, Beaton, Murphey & Pike, 2000; Al-Aali, 2021; Dirsehan &

Cankat, 2021). The extrapolation method was used in this study to determine the non-
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response bias, as it was used in several prior studies that were related to tax compliance

(Manaf, 2004; Jabbar, 2009; Alabede, 2012; Shagari & Saad, 2017).

According to Pallant (2020), independent T statistics can be employed to
determine the non-response bias between the early and late respondents. In order to do
this, the results of independent t-test and Levene’s test for equality of variance are taken
into consideration in this study. If the p value of levene’s test is greater than .05 or .01,
then it indicates that the assumption of equal variance is not violated, and non-response
bias does not exist (Pallant, 2020). Moreover, insignificant results (p>.05) of
independent sample t-test also provide evidence for not existing any significant

difference between early and late respondents.

This study sets a particular time frame to administrate and return the
questionnaire to the respondents. Starting from 1 April 2021 to 30 June 2021, three
months have been fixed to complete the data collection work, and a record of the
receiving time of the questionnaire has been maintained. A total of 308 usable
questionnaires were received from the respondents during this period. As the total
number of responses needed for this study was 384, the collection period of the
questionnaire was further extended by one month. The same data collection strategy

was followed, and 81 additional usable responses were received in that time.

According to Armstrong and Overton (1977), the respondents who fail to
participate in the survey within the stipulated time frame would be considered as late
respondents. In the case of this study, the number of responses that have been received
between normal time frame (308) of data collection is considered as early respondents,
and the number of responses has been obtained in the extended time (81) is considered
as late respondents. A comparison of these two groups was made by independent t-test,

and the outcome is presented in Table 6.3.

The outcome of the independent t-test indicates that the difference between the
early and late respondents in terms of the mean score was minimal. The mean scores of
TCB, the study's dependent variable, for the early and late respondents, were 1.90 and
2.05, respectively, and the difference was 0.15, which was marginal. Furthermore, the
result of Levene's test of equality of variance between the early and late respondents
reveals that the significant value for all variables, including the demographic variables

was greater than 0.01 (p>.01). Among the dependent, independent and moderating
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variables, respondents’ income has the highest significant value of 0.98, whereas the
TSS has the lowest significant value of 0.11. Since the results of Levene’s test for all
variables is not significant (p>.01), the equal variances were considered as assumed.
Furthermore, the results of independent sample t-test for all variables were found not
significant (p>.05), which also indicates that there are no significant differences
between the early and late respondents. Hence, based on the results of independent
sample t-test, it can be concluded that the assumption of the equality of variance
between the early and late respondents was not violated, and therefore, the data of the

study was free from non-response bias.

Table 6.3 Test for Non-Response Bias

Variable Early Late Levene’s Test Independent
Responses Responses t-Test
M SD M SD F Sig Sig
TCB 190 053 205 054 1.13 0.28 0.22
QoG 228 095 225 091 139 0.24 0.19
QoTS 284 1.13 3.02 1.06 1.71 0.19 0.14
TSS 253 083 271 075 6.46 0.11 0.06
Tax 257 093 250 094 036 0.55 0.48
Knowledge
Gender 1.26 044 128 045 0.50 0.48 0.46
Age 2.10 080 218 091 1.35 0.24 0.23

Education 5.13 1.09 548 097 2.62 0.12 0.11
Income 262 085 251 0.83 0.01 0.98 0.86

Occupation 2.05 0.77 2.05 0.76 0.02 0.83 0.76
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In addition, another comparison has been made between the early and late
respondents based on the demographic factors (see Table 6.4). The data shows that 80%
of male respondents attended the survey as early respondents, and that was 2% higher
than the female respondents (78% female attended the survey as early respondents). In
the case of age grouping, young respondents (aged from 18 to 30 years) participated in
the survey on time with the highest percentage (86%).

In contrast, percentages of middle and older aged respondents attended the
survey simultaneously (77% and 79%, respectively). Respondents with educational
qualifications, namely HSC or diploma and bachelor’s degree, attended the survey

within around 85%.

In addition, percentages of master’s degree holders participated (72%).
Regarding the professional identity of the respondents, around 20% of respondents from
the three groups (government service holders, private sector employees and self-
employed) attended the survey over the extended time. As far as the respondent
locations were concerned, the results show that respondents participated in the survey
as early respondents from Dhaka and Chattogram region were 78% and 80%,

respectively.

It is very clear from the above presentation that a higher number of participants
from every demographic aspect attended the survey within the time frame (as early

respondents). This further proves that the study's data is free from non-response bias.

Table 6.4 Cross Tabulation: Demographic Factors and Response Bias

Demographic Early Responses Late Responses

Factors

Frequency  Percentage Frequency  Percentage

Gender
Male 228 80 58 20
Female 80 78 23 22

Marital Status
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Demographic Early Responses Late Responses

Factors Frequency  Percentage Frequency Percentage
Single 96 79 25 21
Married 203 79 53 21
Divorced 09 75 03 25
Aging Group*

Young 83 86 14 14
Middle 202 77 61 23
Older 22 79 06 21
Education

HSC/Diploma 71 84 11 14
Bachelor’s degree 88 86 14 14
Master’s Degree 146 72 59 28
Occupation

Government Service 84 80 21 20
Private Sector 125 79 34 21
Self-Employed 99 79 26 21

Income Level

Lower Income 207 82 46 18
Middle Income 87 73 32 27
Higher Income 14 82 03 18
Location

Dhaka 157 78 44 22
Chattogram 151 80 37 20
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6.5 RELIABILITY OF RESEARCH INSTRUMENT

This study considered Cronbach’s alpha score to test the reliability of the measuring
items, and it has been done in two stages. The reliability testing was initially conducted
at the pilot study stage (Table 5.8), and the internal consistency of the items used in this
study to measure the variables was checked. Furthermore, another test was carried out

before initiating the main statistical analyses.

George and Mallery (2019) stated that a Cronbach alpha value >.70 would be
considered good and reliable. In this study, the Cronbach alpha coefficient of the
dependent variable (TCB), independent variables (QoG, QoTS and Tax system
structure) and moderating variable (TK) were documented above .70. The highest value
was the QoG (.97). The lowest value was the TCB (.78). The results of the reliability
test are presented in Table 6.5. Furthermore, the results of the reliability test were almost

similar to the findings of the initial reliability test that was conducted at the stage of the

pilot study.
Table 6.5 Reliability Test of the Study
Latent Variable No. of Items Alpha
TCB 6 783
QoG 23 973
QoTS 5 918
TSS 11 .872
TK 6 .866

6.6 DEMOGRAPHIC CHARACTERISTICS OF THE RESPONDENTS

The demographic characteristics of this study's respondents in terms of their socio-
economic background are presented in table 6.6, which indicates that 74% of the study
respondents were male and the rest, 26%, were female. Although this participation ratio

is not in line with the population ratio of Bangladesh, where the male and female ratio
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is 51:49 (BBS, 2018), the data matches the employment ratio of the country, which is
72:28 (BBS, 2018). Regarding the age grouping of the respondents, 25% were from the
age limit of 18 to 30 and 67% were from middle age (between 31 to 50 years). The age
profile of the respondents represented the age distribution of Bangladesh as more

middle-aged people (59.4%) are involved in income-generating activities (BBS, 2018).

Regarding the educational qualifications of the respondents, 78% completed
their graduation, whereas 22% had a diploma or higher secondary school (HSC) degree.
The data related to the respondent’s income level showed that 65% of the respondents
were from lower income brackets ranging from monthly income BDT 25,000 to BDT
50,000, 30% were from medium income group (that is from BDT 50,001 to BDT
100,000), and 5% were from higher income level (above BDT 100,000). Bangladesh is
a low-income country, and from this perspective, the demographic information of the
respondents' income level fairly represents the actual income distribution in
Bangladesh. In terms of the geographical location of the respondents, data showed that

52% of the respondents were residing in Dhaka, and 48% were from Chattogram city.

Table 6.6 Demographic Information of the Respondents

Category Frequency Percentage
(N=389) (Total=100%)

Gender

Male 286 74

Female 103 26

Age

Young 97 25

Middle 263 67

Older 29 8

Level of Education

Low (HSC/Diploma) 82 22

123



Medium (Bachelor 103 26
High (Master) 204 52

Level of Income

Low 253 65
Medium 119 30
High 17 5
Occupation

Government Employee 105 27
Private Sector Employee 159 41
Self-employed 125 32
Location

Dhaka 201 52
Chattogram 188 48

6.7 DESCRIPTIVE STATISTICS
6.7.1 Tax Compliance Behavior

The respondents' responses towards their TCB are presented in table 6.7. The data
showed that the overall mean score was 1.94. Indicating a weak mean score (less than

2) that reflects the respondents' poor TCB.

In addition, the data revealed that only 20% of the respondents comply fully in
terms of declaring their real income in accordance with the tax law, whereas only 16%
comply partly, and a more significant portion of the respondents (64%) comply very
poorly. A similar response was received from the respondents on tax claim reporting,
where only 17% complied fully; however, 83% of the respondents complied moderately
or poorly. Almost similar responses from the respondents regarding income reporting

and tax claims, which supports their unwillingness to comply with the tax rule. In
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addition, a large number of respondents want to utilize all possible ways to minimize

their tax obligations.

Table 6.7 Descriptive Statistics for Tax Compliance Behavior

Component M SD  Non-compliance Compliance

Somewhat Moderately

Compliance  Compliance

F % F % F %
Income 1.56 0.81 248 64 61 16 80 20
reporting
Tax claims 1.50 0.77 260 67 61 16 68 17
reporting
Return filing  2.24 0.78 95 25 102 26 192 49

Tax payment 2.47 0.68 38 10 129 33 222 57

Overall 1.94 0.76 161 41 88 23 140 36

Note: 1. The percentage in parenthesis was rounded to nearest whole number.
2. M= Mean, SD= Standard Deviation
3. F= Frequency, %= Percentage
4. Somewhat Compliance=1, Moderately Compliance=2, Compliance=3.

5. Mean score for TCB is 2.

Overall, the data revealed that 36% of the respondents fully complied with
declaring real income, claiming the rebate, submitting the tax file and making the
payment. However, 64% did not comply fully, which was considered non-compliance.
Hence, the data supported the findings in the literature that significant tax non-

compliance exists in the tax system in Bangladesh (Khan et al., 2019; OECD, 2018).
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The descriptive statistics of the tax compliance behavior of the respondents support that

the level of tax compliance in Bangladesh is significantly low.

6.7.2 Quality of the Government

The descriptive statistics of the respondent’s opinions regarding the QoG are presented
in table 6.8. Overall, the low mean scores (2.27) indicates that the respondents perceived

the poor QoG in Bangladesh.
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LTI

Table 6.8 Descriptive Statistics for the Quality of Government

Code Description M StdD SD/D? N S A/AB

QoGl1 As the representative of the people and the legitimate body to run the 2.29 1.23 260 39 90

country, the government conducts all of its activities impartially. 67) (10) (23)

QoG2 Our government is consistently trying to retain and increase the 2.24 1.24 231 58 100

support of the people by providing impartial public services. (59) (15) (26)

QoG3 Public education sectors in my country provide impartial 2.34 1.23 246 57 86
opportunities to all citizens regardless of considering people’s 63) (15) (22)
political, social, and or any other identity.

QoG4 In my country, people have confidence and trust that they are getting 2.32 1.21 256 39 94

better and impartial treatment from the public health sectors (66) (10) (24)

Q0G5 In any issues related to safety and security, I consider going first to 2.23 1.20 268 47 74

the police due to their professional and bias-free services. (69) (12) (19)

12 This study considers the mean score to interpret the descriptive statistics of the respondent’s perception regarding the items of the QoG. Thus, to present the
respondent’s responses briefly, strongly disagree and disagree were presented in one column. A similar strategy was followed by Alabede (2012).

13 Similarly, strongly agree and agree were presented in one column.
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Code Description M StdD SD/D? N S A/AB

ReQoG6  Considering political, social, or any other identity, certain individuals 2.21 1.09 48 63 278

14 are given special preference in the public health sectors in my (13) (16) 1)
country.

QoG7 Our government closely monitors the public sectors to ensure 2.33 1.14 259 48 82
impartial service to the people and takes immediate action against 67) (12) 1)
those who are responsible for violating this principle.

QoG8 Overall, it can be said that the public sectors of the country 2.37 1.18 249 49 91
performing well in providing impartial services to the people of our (64) (13) (23)
country.

Overall: QoG in terms of impartial treatment 2.29 1.19

QoG9 I am satisfied with the quality of public education in my country. 2.23 1.20 263 46 80

(67) (12) (21)

QoG 10 I am satisfied with the quality of public health service in my country. 2.15 1.17 275 44 70

(71) (11) (18)

14 Ttem number 6 was stated in the questionnaire in an opposite direction, and it was reverse coded and keyed in at the stage of data entry.
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Code Description M StdD SD/D? N S A/AB
QoG 11 I am satisfied with the quality of the police force in my country. 2.17 1.19 267 58 64
(69) (15) (16)
QoG 12 The measures that our government has taken to enhance the quality 2.46 1.24 233 57 99
of the police force are effective. (60) (15) (25)
QoG 13 The measures that our government has taken to enhance the quality 2.43 1.23 253 38 98
of the public education system are effective (66) ©) (25)
QoG 14  The measures that our government has taken to enhance the quality 2.29 1.13 262 51 76
of public health sectors are effective. 67) (13) (20)
QoG 15 Overall, it can be said that our government is performing very well 2.31 1.21 257 42 90
in terms of providing quality services to the people. (66) (11) (23)
Overall: QoG in terms of providing quality services 2.28 1.19
QoG 16 Our government is committed to combating corruption in the public 2.18 1.19 273 34 82
health sector. (70) ©) 21)
QoG 17 Our government is committed to combating corruption in the public 2.28 1.22 258 48 83

education sector.
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Code Description M StdD SD/D? N S A/AB
(66) (12) (21)
QoG 18  Our government is committed to combating corruption in the police 2.26 1.23 263 46 80
force. 67) (12) 21)
ReQoG People have to pay extra money to get their due services from the 2.21 1.07 66 40 283
1913 public health sector. (17) (10) (73)
QoG 20 The measures that our government has taken to combat corruption in  2.27 1.06 266 58 65
the public education sectors are working effectively. (68) (15) (17)
QoG 21 The measures that our government has taken to combat corruption in  2.23 1.13 268 51 70
the public health sector are working effectively. (69) (13) (18)
QoG 22  The measures that our government has taken to combat corruptionin 2.11 1.17 281 39 69
the police force are working effectively. (72) (10) (18)
QoG 23 The Anti-Corruption Commission (ACC) of our country is 2.16 1.18 276 32 81

performing very well to make the country corruption-free.

15 Ttem number 19 was stated in the questionnaire in an opposite direction, and it was reverse coded and keyed in at the stage of data entry.
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Code Description M StdD SD/D? N S A/AB
(71) ®) 21

Overall: QoG in terms of control of corruption 2.26 1.18

Overall 2.27 1.19

Note: 1. SD= Strongly Disagree, D= Disagree, N= Neutral, A= Agree, SA= Strongly Agree.
2. The minimum score is 1 (Strongly Disagree) and the maximum score is 5 (Strongly Agree).
3. Mean score is 3

4. Number in parentheses indicates the % of the responses.



Furthermore, the descriptive results revealed that the highest mean score of the
items QoG 1-8 was 2.35, which indicates that most respondents believe that the
government is not treating the citizens impartially. Overall, in all eight items, a greater
number of respondents (more than 60%) considered that the government is not treating
them impartially; however, around 23% of them had a positive impression of the

government in this aspect.

Items QoG 9-15 were incorporated into the questionnaire to allow the
respondents to express their views regarding the quality of the services provided by the
government. The highest mean scores of these items is 2.46 (QoG12) and could be
considered as low mean scores, which indicates that the respondents are not satisfied

with the quality of services provided by the government.

Furthermore, the view of the respondents concerning the government’s attempt
and role to combat corruption was expressed in the items QoG16-23, and the data
revealed that the mean score of all these items is less than 2.28, which indicates
containing a low mean score of the items, the government is not exhausting all efforts
in combatting corruption. Overall, the mean score and the descriptive results depicts

that the QoG in Bangladesh is not good.

6.7.3 Quality of Online Tax Services

The descriptive statistics of the quality of online tax services (QoTS 1-5) are presented
in table 6.9. Overall, the mean score was 2.87, which indicates that the respondents have
poor perceptions regarding QoTS. The data also revealed that 43% of the respondents
agreed that the NBR has a useful and informative website, and this item has the highest
mean (3.09). Similarly, 45% respondents considered NBR website as the source of
having necessary and updated information. However, only 31% of respondents

perceived that they pay the tax amount easily through e-payments option of NBR.
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Table 6.9 Descriptive Statistics for the Quality of Online Tax Services

Code Description M Std SD/ N S
D D A/A

QoO The NBR has a useful and informative 3.09 1.34 156 64 169

TS1  website. 40) (16) (43)

QoO I can get the necessary and updated 3.07 1.35 148 65 176

TS2  information from the NBR’s website. (38) (17) (45)

QoO Ican easily submit my tax return through 2.86 1.23 166 78 145

TS3  e-filing of NBR.
c-iing o 43) (20) (37)

QoO Ican easily pay the tax amount throughe- 2.67 1.25 209 60 120

TS4 t of NBR.
payment o (54) (15 (31)

QoO The NBR provides user-friendly online 2.66 1.23 209 56 124

TS5  services. (54) (14) (32)

Overall 2.87 1.28

Note: 1. SD= Strongly Disagree, D= Disagree, N= Neutral, A= Agree, SA= Strongly
Agree.

2. The minimum score is 1 (Strongly Disagree) and maximum score is 5

(Strongly Agree)
3. Mean score 1s 3.

4. Number in parentheses indicates the % of the responses.

6.7.4 Tax System Structure

The respondents' views towards the tax system structure of tax compliance behavior
were gathered through TSS1-11 items, and the descriptive statistics of these items were
depicted in table 6.10. Overall, with a low mean score of 2.63, the data supports that the

economic enforcement mechanisms of NBR are not working effectively.
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Furthermore, among the eleven items, TSS1-3 has been incorporated into the
questionnaire to get the respondents' opinion regarding the probability of detection for
non-compliance, and more than 50% of them considered the detection probability to be

very low for not complying with tax rules.

In addition, items TSS4-7 were added to the survey to get respondents' views on
the severity of the penalty, and the data indicates that almost half of the respondents do
not believe that the non-compliers have to pay a larger penalty amount. Furthermore,
items TSS8 to TSS11 disclosed the perception of the respondents regarding the fairness
of the tax rate. The data indicates as shown in table 6.10, that around 50% of the
respondents viewed that tax rate is not allocated fairly. Descriptive statistics for tax

system structure are presented in table 6.10.

Table 6.10 Descriptive Statistics for Tax System Structure

Code Description M Std SD/ N S
D D A/A

TSS1 There is a high chance that the tax 2.77 1.20 208 39 142
authority would catch Mr. ‘A’ if he did (54) (10) (36)
not include his extra income in the tax

return.

TSS2 There is a high chance that the tax 2.74 1.21 200 58 131

thorit 1 tch Mr. ‘A’ if he had

authority would catc r if he ha 1) (15) (34)
claimed the amount as a deduction.

TSS3 The tax authority has enough workforce 2.58 1.19 228 44 117

in its audit team to catch Mr. ‘A”’.

(39) A1 (30

TSS4 Mr. ‘A’ needs to pay the tax thathe owes, 2.90 1.22 168 50 171

together with interest on it. (43) (13) (44)

TSS5 Mr. ‘A’ has to give a larger amount of 2.79 1.25 190 58 141

penalty compared to the amount of tax 49) (15) (36)
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Code Description M Std SD/ N S
D D A/A
saving due to not complying with the tax
law.
TSS6 Mr. ‘A’ has to face legal charges in the 2.83 1.23 184 62 143
1 t rt.
relevant cou @) (16) (7)

TSS7 The tax authority practices serious 2.67 1.19 205 55 129
enforcement and the larger amount of 53) (14) (33)
penalty to deter tax non-compliance.

TSS8 Under the existing tax laws of the 2.36 1.14 255 47 87
country, I believe the burden of income 66) (12) (22)
tax is fairly distributed.

ReTS Wealthy classes in my country are not 2.39 1.08 274 44 71

S9!6  paying fair amount of tax against their 70 (1) (19
income.

TSS1 The NBR practices a progressive tax 2.72 1.17 188 86 115

0 te.

e 48) (22) (30)

ReTS Tax rebate has not been allocated fairly 2.22 1.06 293 42 54

S11'7  in the tax system of my country. a5 (1) (1)

Overall 2.63 1.17

Note: 1. SD= Strongly Disagree, D= Disagree, N= Neutral, A= Agree, SA= Strongly

Agree.

(Strongly Agree)

16 Ttem number 9 of the TSS was stated in the questionnaire in an opposite direction, and it was reverse

coded and keyed in at the stage of data entry.

17 Similar to the item number 9, item 11 of the TSS was also stated in the questionnaire in an opposite

direction, and it was reverse coded and keyed in at the stage of data entry.
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2. The minimum score is 1 (Strongly Disagree) and maximum score is 5



3. Mean score is 3.

4. Number in parentheses indicates the % of the responses.

6.7.5 Tax Knowledge

The respondent’s knowledge about tax rules and regulations has been assessed through
items TK1 to TK6, and descriptive statistics of these six items are presented in table
6.11. Overall, the data depicts a low mean score of 2.54, which shows that the majority

of the respondents do not have the proper knowledge regarding tax.

As shown in table 6.11, the data revealed that only around 25% of them have
the correct knowledge regarding tax. Items TK1 to TK3 have been added to the
questionnaire to assess the respondents' knowledge of taxable income, and the data
shows more than half of them have misinformation about it. Surprisingly, around 20%
do not have knowledge about taxable income. In addition, items TK4 to TK6 were used
to understand the respondents' level of knowledge regarding tax rebates, and the data
supports that only one-fourth of them are well informed about it. Specifically, only 24%
know that donating to any NBR-enlisted charitable hospital can be claimed as a tax

rebate (TK4).

Table 6.11 Descriptive Statistics for Tax Knowledge

Code Description M Std MI Ul WI
D

TK1  The interest accrued on a savings account 2.60 1.18 208 70 111

. 1 : X
1s a taxable income (53) (18) (29)

TK2 A medical allowance received from an 2.46 121 231 72 86
employer for heart surgery is a taxable (59) (19) (22)
income.

TK3  Prize money received from an employer 2.60 1.21 207 80 102

is a taxable income. (53) (21) (26)
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TK4 A donation to the Ahsania Mission 2.58 1.17 208 88 93
Cancer Hospital can be deducted as a tax (53) (23) (24)
rebate under the Bangladesh Income Tax

Law.

TKS5 The deposit of installment to a pension 2.58 1.23 224 51 114

scheme can be deducted as tax rebate

(58) (13) (29
under the Bangladesh Income Tax Law.

TK6  The holding tax on a house/property can 2.47 1.21 227 67 95

be deducted as a tax rebate under the

(58) (17) (25
Bangladesh Income Tax Law.

Overall 2.54 1.20

Note: 1. MI= Miss Informed, UI= Uninformed, WI= Well Informed
2. TK= Tax Knowledge.

3. The minimum score is 1 (Strongly Disagree) and maximum score is 5

(Strongly Agree)
4. Mean score is 3.
5. Number in parentheses indicates the % of the responses.

Items TK1 to TK3 have been added to the questionnaire to assess the

6.8 CORRELATION MATRIX

A correlation analysis was conducted to detect the multicollinearity and examine the
strength of the relationship between different variables of the study. The findings of the

inter-correlation among the different variables were presented in table 6.12.
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Table 6.12 Inter-Correlation Matrix

SL Variables Name 1 2 3 4 5 6 7 8 9 10 11 12 13 14
Dependent Variable

1 TCB 1
Other Variables

2 QoG_Imp 3147 1

3 QoG Pps 3427 8317 1

4 QoG_Coc 290" 809 8507 1

5  QoTS 289" 564 527 5357 1

5 TSS_Pbd 3077 489" 5017 4927 66277 1

6 TSS Sp 4017 5117 4377 4217 659" 7517 1

7 TSS Tr 146 352" 358" 429" 4117 4907 4317 1

8§ TK 032 -093 -052 .068 -027  -059 -034 -09 1

9  Gender 3177096 JA23° 1160 019 .042 029  -.003 .103" 1

10 Age 290" .024 018  -.004 .041 .084 .063 -.005 .094 .032 1

11 Education 242 -032  -052 -.058 .063 .096 1547027 -029  -.024 163 1

12 Occupation -123" 052 .080 .082 .063 -.006 .034 .018 010  -.063 -071 -094 1
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13 Income 3647 214" 219" 226™

1817

166"

1217

149"

.015

107"

264

.085

-105" 1

**Correlation is significant at the 0.01 level (2-tailed)

*Correlation is significant at the 0.05 level (2-tailed)



The data indicated the degree of relationship between the variables. TCB, the
dependent variable of the study, showed a significant positive correlation with the
independent variables, namely QoG Imp (r =.314, p<.01), QoG _PPS (r =342, p<.01),
QoG _CoC (r =290, p<.01), QoTS (r =289, p<.01), TSS PBD (r =307, p<.01),
TSS SP (r=.401, p<.01), TSS_TR (r=.146, p<.01). In addition, the results also showed
a significant correlation between TCB and demographic factors, namely, gender (r
=317, p<.01), age (r =.290, p<.01), education (r =.242, p<.05), occupation (r = -.123,
p<.01), and income level (r =.364, p<.01).

However, the findings of the inter-correlation matrix revealed high correlation
among the three dimensions of QoG. Impartiality was highly correlated with PPS (r =
.831, p<.01) and CoC (r = .809, p<.01). Similarly, PPS showed a high correlation with
CoC (r = .850, p< .01). Furthermore, QoTS depicted a significant positive correlation
with impartiality (r = .564, p<.01), PPS (r = .527, p<.01) and CoC (r = .535, p<.01).

In addition, the results of the inter-correlation matrix of tax system structure
depicted that one of its dimensions, namely, PBD was highly correlated SP (r = .751,
p<.01) and moderately correlated with TR (r = .490, p<.01). Moreover, the dimension
SP showed a moderate correlation with TR (r =.430, p<.01).

Among the categorical variables (independent variable of the study), gender
showed positive correlation with PPS (r =.123, p<.05), CoC (r=.116, p<.05) and TK
(r = .103, p<.05). Furthermore, respondents’ level of education also showed positive
correlation with SP (r =.154, p<.05) and age (r = .163, p<.01). Moreover, the
respondent’s level of income depicted positive correlation with Imp (r = .214, p<.01),
PPS (r = .219, p<.01), CoC (r = .226, p<.01), QoTS (r = .181, p<.01), PBD (r = .166,
p<.01), SP (r=.121, p<.01) and TR (r =.149, p<.01).

However, tax knowledge, the moderating variable of the study, showed a poor
correlation with the dependent variable TCB (r =.032) and other independent variables
Imp (-.093), PPS (-.052), CoC (.068), QoTS (-.027), PBD (-.059), SP (-.034) and TR
(.096). In addition, some categorical variables also revealed significant correlations
among each other; for instance, age was correlated with education (r =.163, p<.01) and

occupation was correlated with income (r =-.105, p<.05).

The results of correlation matrix revealed that some independent variables were

highly correlated, which indicates the potential risk of multicollinearity. As mentioned
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in the research methodology chapter, correlation coefficient >.70 or >.80 between two
independent variables could be considered as the possible threat for multicollinearity
(Hair et al., 2010; Gujarati & Porter, 2009). Senaviratna and Cooray (2019)
recommended a few solutions, including the increase of sample size, combining the
variables and dropping the highly correlated variables to deal with the multicollinearity
problems. As the present study plans to examine the impact of individual effect of IVs
towards TCB, therefore, combining the variables would limit the scope of the study.
Moreover, considering the time constraints, increasing sample size would not be a
feasible option for this research. Therefore, the present study considers removing the
highly correlated constructs to reduce the multicollinearity and increase the reliability

and clarity of the regression model.

The findings of correlation matrix (presented in table 6.12) depicted that the
construct impartiality was highly correlated with provision of public services (.831) and
control of corruption (.801). Moreover, the construct provision of public services was
also highly correlated with control of corruption (.850). The findings of the above
correlation coefficients clearly indicate the potential concern of multicollinearity
between impartiality and PPS, impartiality and CoC, and PPS and CoC. Therefore, the

constructs impartiality and PPS were excluded from regression analysis.

Moreover, the construct probability of being detected was highly correlated with
severity of penalty (.75), which is also an indicative of multicollinearity (Hair el al.,
2010). Hence, to minimize the potential risk of redundancy and increase the stability
and reliability of the regression model, the construct probability of being detected was

removed from further analysis.

Overall, except for the constructs dropped from further analysis, the findings of
the inter-correlation matrix support a fair degree of linear relationship exists among the
remaining variables of the study. Furthermore, it also supports the non-existence of high

correlation between the existing variables.

6.9 FACTOR ANALYSIS

In this study, face validity and content validity were carried out at the pre-testing stage,

and it was performed with the help of some subject expert academicians and tax
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professionals. In addition to that, EFA was conducted to examine the content validity
of the latent variables and similar procedures were followed by other tax compliance

studies (Murphy, 2007; Abadele, 2012; Abdullahi, 2017).

6.9.1 Control of Corruption

The initial output of the factor analysis of the CoC revealed that the KMO of sample
adequacy was .93, which is greater than the standard (.50), and the Bartlett’s Test of
Sphericity was significant (p<.05). The score of KMO and Bartlett’s Test of Sphericity
supported that the variable CoC was suitable to run at factor analysis. Furthermore,
using the varimax rotation, the result revealed that all items of CoC were extracted under
one factor in the principle-component analysis, which explains around 71% of the
variance, with the eigenvalue above 1. In addition, the highest and the lowest
communality recorded at .785 (CoC7) and .563 (ReCoC4). Therefore, the assumption
of the construct validity of the variable CoC may be achieved. Factor analysis for the

CoC is presented in table 6.13.

Table 6.13 Factor Analysis for the CoC

Factor Code Load Communal Total

Variance
Factor 1 71.19%
Our government is committed to CoCl .862 743

combating corruption in the public

health sector.

Our government is committed to CoC2 .839 704
combating corruption in the public

education sector.

Our government is committed to CoC3 871 758
combating corruption in the police

force.
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Factor Code Load Communal Total

Variance

People have to pay extra money to ReCoC4 .751 563
get their due services from the public

health sector.

The measures that our government CoC5 .828 .686
has taken to combat corruption in the
public education sectors are working

effectively.

The measures that our government CoC6 .856 733
has taken to combat corruption in the
public health sector are working

effectively.

The measures that our government CoC7 .886 785
has taken to combat corruption in the

police force are working effectively.

The Anti-Corruption Commission CoC8 .850 723
(ACC) of our country is performing
very well to make the country

corruption-free.

KMO: .93 Total Variance Explained: 71.19%

Bartlett’s Test of Sphericity: Sig:.000

6.9.2 The Quality of Online Tax Services

The result of KMO (.877) and the value of Bartlett’s Test of Sphericity (.000) indicated
that the data collected for the construct QoTS was suitable for factor analysis. All the
items were extracted in a single factor aligned with the literature. The factor with the

eigenvalue of 3.77 accounted for around 75% of the variance. The commonality of the
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items was accounted for within the range from .533 to .714. Furthermore, item QoTS5
had the highest factor loading at .845, and item QoTS2 had the lowest at .730. Overall,
the outcome of the factor analysis supported the minimum criteria, and it can be said
that the construction validity was achieved. Results of factor analysis for the QoTS are

presented in table 6.14.

Table 6.14 Factor Analysis for the QoTS

Factor Code Load Communal Total
Variance
Factor 1 75.44%

The NBR has a very useful and QoTS1 .770 .593

informative website.

I can get the necessary and updated QoTS2 .730 533
information from the NBR’s

website.

I can easily submit my tax return QoTS3 .766 587
through e-filing of NBR.

I can easily pay the tax amount QoTS4 .767 588
through e-payment of NBR.

The NBR provides user-friendly QoTS5 .845 714

online services.

KMO: .877 Total Variance Explained: 75.44%

Bartlett’s Test of Sphericity: Sig:.000

6.9.3 Severity of Penalty

The KMO and the value of Bartlett’s Test of Sphericity for the construct SP were
accounted at .830 and .001 respectively, which supported the fact that the data collected

for the construct was suitable for factor analysis. Moreover, all the items of the construct
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SP extracted into one factor covering around 78% of the variance with the eigenvalue

3.10.

The analysis also revealed the commonality of all items was within the range of
716 to .802, which supported the standard (Communality>.50). Item SP3 had the
highest loading factor (.896). In contrast, item SP1 had the lowest (.846). Overall, from
the outcomes of the factor analysis, it can be concluded that the construct SP had
achieved the assumption of construct validity. Results of factor analysis for SP are

presented in table 6.15.

Table 6.15 Factor Analysis for the SP

Factor Code Load Communal Total

Variance
Factor 1 77.56%
Mr. ‘A’ needs to pay the tax that he SPI .846 716

owes, together with interest on it.

Mr. ‘A’ has to give a larger amount SP2 .886 785
of penalty compared to the amount
of tax saving due to not complying

with the tax law

Mr. ‘A’ has to face legal charges in SP3 .896 .802

the relevant court.

The tax authority in my country SP4 .895 .800
practices serious enforcement and a
larger amount of penalty to deter tax

non-compliance.

KMO: .830 Total Variance Explained: 77.56%

Bartlett’s Test of Sphericity: Sig:.001
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6.9.4 Tax Rate

The value of KMO and Bartlett’s Test of Sphericity for the variable TR accounted for
.530 and .001 respectively, and this result supports that the data collected for the
construct were suitable to run in the factor analysis. Moreover, the findings revealed
that all the items of the construct were extracted in two factors with an eigenvalue
greater than 1, where the variance accounted for factors one (46.58) and two (33.29)
respectively. However, two factors extracted in the factor analysis was slightly differ
from the findings of the literature, as a single factor was mentioned in the literature to
explain the construct TR. Alabede (2012) opined that in social science research, the
outcome or findings may vary in response to the variation of research context and

situation.

This study considered TR as a whole scale, and two factors extracted in the
factor analysis were summated to get the total scale. In addition, all four items of the
single dimension of tax rate were retained with two new factors, and due to this, it can
be assumed that the construct TR maintained a fair representation of the literature

findings.

The findings of the factor analysis also revealed that the minimum and the
maximum value of communality accounted for .754 (TR2) and .823 (TR3),
respectively, and all the items were loaded in between the range of .842 to .907 in factor
loading. Overall, the factor analysis outcome supports that the construct validity
assumption was attained for the construct TR. Results of factor analysis for TR is

presented in table 6.16.

Table 6.16 Factor Analysis for the TR

Factor Code Load Communal Total

Variance
Factor 1 46.58%
Under the existing tax laws of the TRI 729 .828

country, I believe the burden of

income tax is fairly distributed.
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Factor Code Load Communal Total

Variance
The NBR practices a progressive tax TR3 796 754
rate.
Factor 2 33.29%
Wealthy classes in my country are ReTR2  .842 .825
not paying fair amount of tax in
against their income.
Tax rebate has not been allocated ReTR4  .886 788
fairly in the tax system of my
country.
KMO: .530 Total Variance Explained: 79.88%

Bartlett’s Test of Sphericity: Sig:.001

6.9.5 Tax Knowledge

The result of KMO (.879) and the value of Bartlett’s Test of Sphericity (.000) of the
construct supported that the collected data of the construct tax knowledge were suitable
for the factor analysis. Furthermore, the output of factor analysis revealed that all items
of the construct were extracted in a single factor. With an eigenvalue of 3.60, this factor

accounted for 61% of the variance.

In addition, the results also expressed that the highest communality accounted
for the items TK1 (.718) and the lowest for the items TK4 (.517). Regarding the factor
loading, item TK 1 had the highest value (.848), whereas item TK4 had the lowest value
(.719). Overall, the findings of the factor analysis met the minimum standard of
construct validation, and on that basis, it can be assumed that the construct validity of
the latent variable was achieved. Results of factor analysis for tax knowledge is

presented in table 6.17.
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Table 6.17 Factor Analysis for Tax Knowledge

Factor Code Load Communal Total

Variance
Factor 1 60.12%
The interest accrued on a savings TKI1 .848 718

account is a taxable income.

A medical allowance received from TK2 721 519
an employer for heart surgery is a

taxable income.

Prize money received from an TK3 786 617

employer is a taxable income.

A donation made to the Ahsania TK4 719 S17
Mission Cancer Hospital could be

claimed for a tax rebate.

The deposit of installment to a TKS .820 .673
pension scheme could be claimed for

a tax rebate.

The holding tax of a house/ property TK6 750 562

could be claimed for a tax rebate.

KMO: .879 Total Variance Explained: 60.12%

Bartlett’s Test of Sphericity: Sig:.000

6.9.6 Tax Compliance Behavior

The initial output of the factor analysis of TCB revealed that the KMO of sample
adequacy was .879, which is greater than the standard (.50), and the Bartlett’s Test of
Sphericity was .000. The score of KMO and Bartlett’s Test of Sphericity supported that
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the variable QoG was suitable to run at factor analysis. Furthermore, using the varimax
rotation, the result revealed that two factors were extracted in the principle-component
analysis; however, in the literature, a single factor was found to explain the variable
TCB. Alabede (2012) supported this type of variation in social science research as the

outcome or findings may vary in response to the research context and situation changes.

The two extracted factors explain around 60% of the variance, with the
eigenvalue above 1 and the highest and lowest communality recorded at .853 and .500,
respectively. The items were loaded within the range of .632 (TCB6) to .917 (TCB3).
Overall, the outcome of the factor analysis of the TCB met the minimum criteria to
support the construct validity. Therefore, the assumption of the construct validity of the

variable TCB may be achieved.

This study considered tax compliance behavior as a whole scale, and two factors
extracted in the factor analysis were summated to get the total scale. In addition, all six
items of the single dimension of tax compliance behavior were retained with two new
factors, and due to this, it can be assumed that the construct TCB maintained a fair
representation of the literature findings. Results of factor analysis for TCB are presented

in table 6.18.

Table 6.18 Factor Analysis for the TCB

Factor Code Load Communal Total
Variance
Factor 1 41.22%

Source of incomes that need to TCBI1 .836 728

report in the tax return

Source of expenses that need to TCB2 .804 .663

report in the tax return

The total amount of taxable income TCBS5 .858 738

that need to report in the tax return
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Factor Code Load Communal Total

Variance
How many days after the fiscal year TCB6 .632 .500
does someone need to submit the tax
return
Factor 2 29.49%
Tax return filing TCB3 917 .853
Tax payment TCB4 .883 .802
KMO: .879 Total Variance Explained: 60.12%

Bartlett’s Test of Sphericity: Sig:.000

6.10 MULTIPLE REGRESSIONS

This study employed multiple regression techniques to achieve the RO1, RO2 (partly)
and RO3. The multiple regression analysis employed to identify the relationship
between tax compliance behavior and its determinants. Furthermore, multiple
regression analysis was also done to examine the moderating role of tax knowledge on

the determinants of TCB.

6.10.1 Assumptions of Multiple Regressions

This study considered checking the assumptions of multiple regressions before
conducting the main analysis. For this purpose, the fundamental assumptions of
multiple regression presented by Coakes and Ong (2011) and Pallant (2020) were
considered. Meyer et al. (2006) asserted that assuring the fulfilment of the assumptions
of multiple regressions is crucial for the research, as violating one or more assumptions
may ruin the outcome of the research. The main assumptions of multiple regressions to

employ in this study are discussed below.
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6.10.1.1 Sample Size

The appropriate sample size is the very crucial assumption of multiple regressions, as
the generalization of research findings largely depends on it. Small or inappropriate
sample size may distort the novelty of research outcomes. Hair et al. (2010) proposed a
rule of thumb to identify the adequacy of sample size, which stated a minimum ratio of
five cases for each independent variable (5:1) and the optimum level of 15 to 20 cases

for each independent variable.

This study has five independent variables; according to the rule of thumb
presented by Hair et al. (2010), the optimum sample size should be (5*15) 75. This
study, however, has a sample size of 389, which is more than six times the optimum

sample size of 75.

However, Tabachnick and Fidell (2007) presented another formula to determine
the desired sample size to meet the assumption of the multiple regressions, where they
mentioned the sample size should be N>50+8M; in this case, M represents the number
of independent variables. According to this theory, the optimum sample size for this
study is (N>50+8*5) 90. Considering this formula to determine the appropriate sample

size, this study has a sufficient number of samples to run the multiple regression.

6.10.1.2 Multivariate Normality

Multivariate Normality is one of the assumptions of multiple regression analysis, and it
can be done through statistical and graphical ways. In statistical methods, normality is
assessed by considering the skewness and kurtosis of the variables. Meyer et al. (2006)
opined that normality could be assumed if the score of skewness and kurtosis do not
cross =1. However, according to Hair et al. (2010), the critical value should be +1.96
(for a 0.5 significant level) and +2.58 (for a 0.01 significant level) to assess the
normality. Moreover, to examine normality, graphical methods were also used in the
prior literature, and the most common method was the normal probability plot.
Normality is assumed in the graphical method if the data distribution follows the

diagonal line (Hair et al. 2010).

According to the recommendation of Meyer et al. (2006), this study adopted

both statistical and graphical methods to assess the normality of the data. The result of
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the statistical method presented in table 6.19 shows that the skewness and kurtosis of
the continuous variables of the study are between +1.96, which indicates that the
normality of the data was assumed. In addition, the normality plots were also considered
(depicted in appendix C), and the outcome documented that the data distribution
somewhat followed the diagonal line, as Hair et al. (2010) suggested. Thus, the
analytical findings and graphical presentations supported that the normality of the data

of the present study was assumed.

Table 6.19 Testing of Normality

Statistics
Variable Mean Std. Skewness Kurtosis
Deviation
Tax Compliance Behavior 1.93 0.53 0.61 -0.46
Control of Corruption 2.21 0.98 0.84 -0.49
The Quality of Online Tax Services 2.88 1.11 0.09 -1.51
Severity of Penalty 2.80 1.08 0.01 -1.21
Tax Rate 242 0.65 0.12 -0.46
Tax Knowledge 2.55 0.93 0.45 -1.31

6.10.1.3 Linearity

One of the assumptions of multiple regression analysis is that the constructs in the
analysis need to be correlated in a linear pattern (Mayer et al., 2006). According to Hair
et al. (2010) and Mayer et al. (2006), a scatter plot is considered generally to measure
the linear relationship between the variables. In addition to a graphical presentation to
check the linearity, Pearson correlation coefficients can also be utilized to examine the

linear relationship between two variables (Hair et al., 2010; Mayer et al., 2006).
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This study took into consideration the graphical and statistical results to assess
the linearity. Mayer et al. (2006) opined that in the case of a linear relationship between
two variables, the scatter plot will be depicted as an oval shape, and the peak of the
shape will be neither too peaked nor too flat. The matrix scatter plot of the study
(presented in appendix C) depicted a fair oval shape, and it supported the fact that a
linear relationship between the variables exists. Moreover, the correlation matrix of the
study presented in table 6.12 also confirmed the fair linear correlation among the

existing variables.

6.10.1.4 Homoscedasticity

The assumption of homoscedasticity in multiple regression analyzes represents that the
residuals or the error terms are equally distributed, and the violation of the assumption
of homoscedasticity refers to the fact that the residuals or the error terms are clustered
at some points (Coakes & Ong, 2011). The most common way to graphically examine
the assumption of homoscedasticity is by considering the residual scatter plot (Coakes
& Ong, 2011; Pallant, 2020). The residual scatter plot (presented in appendix C)
supports that the residuals or the error terms of the data are not clustered at any specific

value, and the assumption of homoscedasticity was assumed.

6.10.1.5 Multicollinearity

The last but most crucial assumption of employing multiple regression analysis is to
check the multicollinearity among the independent variables. Multicollinearity can be
found in the data if a high correlation exists among the independent variables; in those
cases, the predictive capacity of the individual variables is reduced (Pallant, 2020). The
correlation matrix of this study is presented in table 6.12, where the outcomes revealed
the presence of multicollinearity among some of the independent variables. Therefore,
the variables impartiality, provision of public services and probability of being detected
were dropped from the regression model. In addition, the results of the correlation
matrix supported that all the remaining independent variables were free from the

potential risk of multicollinearity.
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In addition, Hair et al. (2010) asserted that multicollinearity among multiple
variables can be examined by observing the tolerance value and variance inflation factor
(VIF). The benchmark for tolerance value is .10, and for the VIF is 5 or 10, and any
score within this threshold is acceptable and can be treated as no multicollinearity (Hair
et al., 2010). In this study, tolerance and VIF were calculated separately for the main

and moderating effects, as Alabede (2012) recommended.

The value of tolerance and VIF for the variables in the main effect was presented
in table 6.20. The outcome shows that the value of tolerance and VIF for all independent
variables were less than .10 and 10, respectively, and the results supported the fact that

multicollinearity did not prevail in the main effect.

Moreover, this study also examined the presence of multicollinearity in the
interacting effect of the variables. The results (presented in table 6.21) supported that

multicollinearity did not contribute any issue to the variables in the moderating effect.

Table 6.20 Assessing Multicollinearity for the Main Effect

Variable Tolerance Variance Inflation Factor
(VIF)
Control of Corruption .615 1.625
The Quality of Online Tax .478 2.094
Services
Severity of Penalty 517 1.933
Tax Rate 728 1.373
Gender 969 1.033
Age .905 1.105
Level of Education 929 1.077
Level of Income 961 1.041
Occupation .858 1.166
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Table 6.21 Assessing Multicollinearity for the Moderating Effect of Tax Knowledge

Variable Tolerance Variance Inflation Factor
(VIF)

Control of Corruption X Tax .632 1.582

Knowledge

The Quality of Online Tax .441 2.266

Services X Tax Knowledge

Severity of Penalty X Tax .484 2.066

Knowledge

Tax Rate X Tax Knowledge 727 1.376

6.10.2 Regression Models

The study examines the effect of the dimensions of QoG, QoTS, dimensions of TSS
and demographic factors on TCB. Moreover, it also assesses the moderating role of tax
knowledge on the relationship between TCB and its determinants (dimensions of QoG,
QoTS and dimensions of TSS). The QoG and TSS have three dimensions each, and the
objective of the study is to examine the effect of each dimension of QoG and TSS
towards TCB. However, as presented in table 6.12, due to multicollinearity issues, two
dimensions of QoG (impartiality and PBD) have been dropped from the regression
model. Similarly, PBD, one of the dimensions of TSS has been removed from the
regression model. Therefore, the remaining independent variables (CoC, QoTS, SP, TR

and demographic factors) have been included in the regression models.

To address the analytical procedures of moderation in the regression model,
Sharma, Durand and Gur-Arie (1981) recommended a multi-stage hierarchical
regression process, and a similar step process was also suggested by Hair et al. (2010).
This study considered the recommendations of Sharma et al. (1981) to run the
regression model. Prior tax compliance studies also followed similar procedures to
examine the moderating effects (Alabede, 2012; Loo et al., 2009; Murphy, 2007;
Wenzel, 2004).
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In the initial step, the dependent variable of the study, TCB, and the independent
variables, namely, CoC, SP, TR and demographic factors were entered into the model.
The primary purpose of this model was to assess the main effect of the independent
variables and their predictive capacity to explain the dependent variable. In addition,
this step was conducted to fulfil the first two objectives (RO1 and part of RO2) of the
study. Moreover, the outcomes of the multiple regression analysis of the first model
were also used to validate the hypotheses Hlc, H2, H3b, H3¢c, H4, HS5, H6, H7, and HS.

Regression model 1 is presented below.

Y Tax Compliance Behavior = Sy + f; Control of Corruption + > The Quality of Online
Tax Services + 3 Severity of Penalty + 4 Tax Rate + f5 Gender + fis Age + 7 Level of

Education + fs Level of Income + 9 Occupation + e...........cooevieiinin.... Model 1

In the model Y represents the dependent or criterion variable, Bo represents the intercept,

[i-oare the beta coefficients and e represents the error terms.

In the second step, the moderating variable of the study, tax knowledge, was

entered into the model, which is presented below.

Y Tax Compliance Behavior = fy + f; Control of Corruption + > The Quality of Online
Tax Services + f3 Severity of Penalty + S, Tax Rate + S5 Gender + s Age + 7 Level of
Education + pfs Level of Income + f9 Occupation + S0 Tax Knowledge +
€veeveineeen B ... ... . B . 8 ... Model 2

In the model Y represents the dependent or criterion variable, Sy represents the intercept,

Bi-10are the beta coefficients and e represents the error terms.

In the third step, the interaction term of moderating variable with selected
independent variables, namely, CoC, QoTS, SP and TR were entered into the model.
Model 3 was prepared in order to meet the third objective (RO3) of the study.
Furthermore, the statistical outcomes of the model were utilized to test the hypothesis
H1f, H2a, H3e and H3f. The multiple regression model that examines the moderating

role of tax knowledge is presented below.

Y Tax Compliance Behavior = fy + f; Control of Corruption + > The Quality of Online
Tax Services + f3 Severity of Penalty + S, Tax Rate + S5 Gender + s Age + 7 Level of
Education + fs Level of Income + 9 Occupation + S0 Tax Knowledge + f;; Control of

Corruption*Tax Knowledge + f:2 Quality of Online Tax Services*Tax Knowledge +
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P13 Severity of Penalty*Tax Knowledge + pi4 Tax Rate*Tax Knowledge +

In this model Y represents the dependent or criterion variable, forepresents the intercept,

Pi-14 are the beta coefficients and e represents the error terms.

6.10.3 Results of the Multiple Regression Analysis

This study adopted a multi-stages hierarchical regression process as recommended by
Sharma et al. (1981). Accordingly, three multiple linear regression models were
developed. The outcomes of the regression models are presented in the following
sections. Initially, the main effect of predictor or the independent variables on the

dependent variable were determined in model 1. The outcomes are presented in table

6.22.

Table 6.22 Summary of Regression Model 1

Model R? Adjusted R> Change R*> Df Fvalue P Value

1 384 369 384 9379) 26.20 <.001™

a. Predictors (Constant): CoC, QoTS, SP, TR, Gender, Age, Level of education, Level
of income, Occupation.

b. Dependent Variable: TCB

In this model, the dependent variable TCB was regressed on the independent
variables, namely CoC, QoTS, SP, TRR and demographic factors (gender, age, level of
education, level of income and occupation). The findings indicated that the independent
variables significantly predict the TCB, df (9, 379), F= 26.20, p<.001. which can be
concluded that the independent variables of the study have significant impact on TCB.
Moreover, the adjusted R? = .369 depicts that this model explains the 36.9% variance
of TCB.

On the individual contribution of independent variable (presented in table 6.23),
seven variables, the CoC, SP, gender, age, level of education, level of income and

157



occupation made a significant contribution to model 1 while the contribution of QoTS
and TR was found not significant. The results of the model 1 indicates that the CoC
(B=.131; p<.01), SP (B=.316; p<.01), gender (p=.263; p<.01), age (p=.132; p<.01), level
of education (B=.135; p<.01), level of income (B=.185; p<.01) and occupation (p=-.078;
p<.10) were significantly associated with TCB.

Table 6.23 Regression Summary of Predicting Variables of Model 1

Model Variable Beta T P Value
1 CoC 131 2.543 011"
QoTS -.007 -.114 909
SP 316 5.638 <.001™"
TR -.021 -514 .608
Gender 263 6.411 <.001™"
Age 132 3.124 002"
Level of .135 3.216 <.001"
education
Level of income .185 4.253 <.001™"
Occupation -.078 -1.896 059"

Note: Significant Levels are =~ p<.01, "p<.05, p<.10

In addition, the moderating variable, TK was included in model 2 as a predicting
variable. Similar to model 1, the dependent variable was regressed on the independent
variables. The findings indicated that the independent variables significantly predict the
TCB, df (10, 378), F= 23.56, p<.001, which can be concluded that the independent
variables of the study have significant impact on TCB. Moreover, the adjusted R> =.368
depicts that this model explains the 36.8% variance of TCB. Summary of the regression
model 2 presented in table 6.24.
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Table 6.24 Summary of Regression Model 2

Model R? Adjusted R> Change R? Df F value P Value

2 384 368 384 10(378) 23.56 <.001™"

a. Predictors (Constant): CoC, QoTS, SP, TR, TK, Gender, Age, Level of education,
Level of income, Occupation, TK.

b. Dependent Variable: TCB

On the individual contribution of the independent variable (presented in table
6.25), the regression model 1, the CoC, SP, gender, age, level of education, level of
income and occupation made a significant contribution to model 2. However, the
contribution of QoTS and TK in the model was insignificant. In addition, the adjusted
R2 of model 1 (.369) and model 2 (.368) depict marginal changes, indicating that
including TK as an independent variable in the regression model does not affect the

TCB. The individual contributions of predicting variables are presented in table 6.25.

Table 6.25 Regression Summary of Predicting Variables of Model 2

Model Variable Beta T P Value

2 CoC 130 2.518 012"
QoTS -.008 -.143 886
SP 316 5.633 <0017
TR 024 -.503 615
TK -.021 -.500 617
Gender 265 6.421 <.001""
Age 135 3.155 002"
Level of .134 3.190 <.002"*
education

159



EEX)

Level of income .185 4.252 <.001

Occupation -.077 -1.878 061"

Note: Significant Levels are ~ p<.01, “p<.05, p<.10

In model 3, the interacting effects of moderating variables along with
independent variables, namely, CoC, QoTS, SP and TR were entered into the regression
model. The dependent variable was regressed into the independent variables and the
product terms of selected independent and moderating variables. The findings indicated
that the model significantly predicts the TCB, df (14, 374), F= 18.09, p<.001. It can be
concluded that the independent variables and the interacting terms of the moderator and
selected independent variables of the study significantly impact TCB. Moreover, the
adjusted R2 = .381 depicts that this model explains the 38% variance of TCB. Summary

of regression model 3 is presented in table 6.26.

Table 6.26 Summary of Regression Model 3

Model R? Adjusted R> Change R? Df Fvalue P Value

3 404 381 404 14(374) 18.09 <0017

a. Predictors (Constant): CoC, QoTS, SP, TR, TK, Gender, Age, Level of education,
Level of income, Occupation, CoC*TK, QoTS*TK, SP*TK, TR*TK.
b. Dependent Variable: TCB

The individual contribution of the predictors in model 3 is presented in table
6.27. The results depict that CoC (B=.120; p<.05), SP (=.308; p<.01), gender (p=.262;
p<.01), age (B=.126; p<.01), level of education (B=.141; p<.01), level of income
(B=.185; p<.01) and occupation (B=-.069; p<.10) were significantly related with TCB.
In addition, for the moderating effect, the findings revealed that tax knowledge
moderated the relationship between CoC and TCB significantly but in a negative

direction (B= -.154; p<.01). Furthermore, tax knowledge also played a significant
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positive role in the relationship between SP and TCB (f=.114; p<.05). However, the

result further depicted that tax knowledge does not have any significant moderating role

in the relationship between QoTS and TCB and TR and TCB.

Table 6.27 Regression Summary of Predicting Variables of Model 3

Model Variable Beta T P Value

3 CoC 120 2.332 020"
QoTS .004 076 939
SP 308 5.542 <.001™"
TR -.034 -.729 466
TK -.014 -333 739
Gender 262 6.356 <.001™"
Age 126 2.990 003"
Level of .141 3.380 <.001™"
education
Level of income .185 4261 <.001™"
Occupation -.069 -1.698 .090"
CoC*TK -.154 -3.066 002"
QoTS*TK -.007 -.110 912
SP*TK 114 1.978 .049™
TR*TK -.004 -.093 926

Note: Significant Levels are ™ p<.01, “p<.05, "p<.10
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6.11 CROSS TABULATION: DEMOGRAPHIC FACTORS AND TAX
COMPLIANCE BEHAVIOR

Demographic characteristics are an important way to understand the behavior of the
respondents (Devos, 2003; Torgler, 2007). Hence, cross-tabulation between
demographic factors and tax compliance behavior was conducted to focus more on the
overall tax compliance behavior of the respondents and to achieve part of RO2 of the

study.

6.11.1 Gender and TCB

Cross-tabulation of gender and tax compliance, as documented in table 6.28, shows that
females are more compliant than their counterparts. The data reveals that 53% of the
female respondents are fully compliant, and the rest, 47%, do not fully comply with the
tax rules and regulations. Meanwhile, the complaint and non-compliant percentages for
the males are 29 and 71, respectively. Empirical findings of the prior studies are also in
line with the data of this study that females are comparatively more compliant than

males (D’attoma et al., 2017; Kastlunger et al., 2010; Palil, 2010; Manaf, 2004).

Table 6.28 Cross Tabulation: Gender and TCB

Gender

Male Female

Frequency Percentage Frequency Percentage

Somewhat 131 46 32 31
Compliant

Moderately 71 25 16 16
Compliant

Fully Compliant 84 29 55 53
Total 286 103

Note: 1. The percentage was rounded to the nearest whole number.
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6.11.2 Age and TCB

Cross tabulation of the age of the respondents and tax compliance is presented in table
6.29, and the data shows that 81% of the respondents from the young age group do not
comply fully, and only 19% of them act according to the tax rules. Furthermore, for the
middle age group, the percentage of fully compliant respondents is 41%, which is higher
than that of young respondents. In addition, older people are more compliant than
middle-aged and young people. 45% of the respondents whose ages are above 50

comply fully with tax rules and regulations.

Table 6.29 Cross Tabulation: Age and TCB

Age*

Young Age  Middle Age  Older Age

F P F P F P
Somewhat Compliant 53 54 101 38 10 34
Moderately Compliant 26 27 54 21 6 21
Compliant 18 19 108 41 13 45
Total 97 263 29

Note: 1. F= Frequency; P= Percentage
2. The percentage was rounded to the nearest whole number.

3. Young age (18-30 years), Middle age (31-50 years), Older age (above 50 years).

Prior studies also suggest that older people tend to be more compliant than
young people (Hofmann et al., 2017; Antwi et al., 2015; Palil, 2010), which is reflected

in the findings of the cross-tabulation between age and tax compliance of this study.
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6.11.3 Level of Education and TCB

A cross-tabulation of respondents’ levels of education and tax compliance behavior is
depicted in table 6.30, and the data revealed that respondents with lower educational
degrees are less compliant than those with higher educational backgrounds.
Respondents with the highest educational degree to HSC or Diploma comply with the
tax laws at 24%, and the rest, 76% of this group, do not comply fully. However, the
percentage of fully compliant middle and higher-qualified respondents in terms of
having academic degrees is 30% and 43%, respectively, which means that more
academically qualified respondents are more compliant. The findings align with the
prior empirical findings (Kwok et al., 2018; Kurniawan, 2020). However, the data
shows, as depicted in table 6.13, more than 55% of the respondents from all educational

backgrounds are non-compliant.

Table 6.30 Cross Tabulation: Education Level and TCB

Level of Education®

Low Medium High
F P F P F P
Somewhat Compliant 40 49 47 45 76 37

Moderately Compliant 22 27 25 25 40 20

Compliant 20 24 31 30 88 43

Total 82 102 205

Note: 1. F= Frequency; P= Percentage
2. The percentage was rounded to the nearest whole number.

3. Level of education categorized as low (HSC/Diploma), medium (Bachelor) and high
(Master)
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6.11.4 Level of Income and TCB

A comparison of respondent’s tax compliance behavior on the basis of their level of
income is presented in table 6.31, and the data revealed that 28% of the respondents
from the low-income group are fully compliant, whereas the rest 72% are non-
compliant. A higher number of respondents from the middle-income earners group
complied fully with the tax laws (46%) compared to the low-income earners group.
However, 76% of the respondents from the higher income earners group complied fully
with tax laws, which is the highest among all groups, and it supports the finding of the
prior literature that the higher income earners are more complied than the low-income

earners (Alm, 2019; Palil, 2010; Manaf, 2004).

Table 6.31 Cross Tabulation: Income and TCB

Income level*

Low-Income Middle- High-Income
Income
F P F P F P
Somewhat Compliant 120 48 42 35 2 12
Moderately Compliant 61 24 22 19 2 12
Compliant 72 28 55 46 13 76
Total 253 119 17

Note: 1. F= Frequency; P= Percentage
2. The percentage was rounded to the nearest whole number.

3. Level of income is categorized as low (BDT 25,000-50,000 per month), middle (BDT
50,001-100,000 per month) and high (above BDT 100,000 per month).
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6.11.5 Occupation and TCB

Cross tabulation between occupation and tax compliance is presented in table 6.32. The
table shows that 47% of the government service holders comply fully and the rest (53%)
of them do not act in accordance to the tax laws. For the private service holders, 29%
of the respondents from this group complied fully whereas 71% from the same group
complied a little or moderately and were considered non-compliant. As long as the self-
employed respondents are concerned, the data showed 34% of them comply fully and

the remaining 66% do not comply completely.

However, the data revealed that government employees are comparatively more
compliant than the private service holders and self-employed individuals, which is

consistent with the study of Alm (2019) and Alabede, (2014).

Table 6.32 Cross Tabulation: Occupation and TCB

Occupation

Govt. service Private Self-Employed
sector

F P F P F P

Somewhat Compliant 35 33 76 48 51 41
Moderately Compliant 21 20 36 23 31 25

Compliant 49 47 47 29 43 34

Total 105 159 125

Note: 1. F= Frequency; P= Percentage

2. The percentage was rounded to the nearest whole number.
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6.12 INDEPENDENT SAMPLE T-TEST AND ONE-WAY ANOVA

This study considered the use of independent sample t-test and one way ANOVA to
examine the difference in TCB in accordance with the change of demographic
characteristics of the respondents. These statistical analyses were carried out to obtain
the research objective RO2 of the study. Independent sample t-test was performed for
the demographic factors which has two groups, and one-way ANOVA was carried out

for more than two groups.

6.12.1 Gender and TCB

In this study, an independent sample t-test was conducted to compare the TCB of the
respondents according to their gender. The data revealed the mean for males and
females was 1.83 and 2.22 respectively, which indicates that females were
comparatively more compliant than their counterparts. In addition, the p-value of the
Levene’s test for equity variances was .001(p<.01), which is considered as equal
variance was not assumed. Furthermore, the p-value of independent sample t-test was
.001(p<.01), which indicates a significant difference in terms compliance behavior
exists between male and female taxpayers in Bangladesh. The output of the independent

sample t-test is presented in table 6.33.

Table 6.33 Differences in TCB between Male and Female

Levene’s Test for Equality Independent t-test

Variances

Mean SD F Sig Sig

kK Hkok

TCB Male 1.838 .452 50.863 <.001 <.001

Female 2.22 .649

Note: ***Significance at 99% confidence level
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6.12.2 Age and TCB

In this study, the age of the respondents has been categorized into three groups: young,
middle, and older. The ANOVA results suggest that the TCB differs significantly
between different groups of age (df =2,386; F=20.94; p<.01). As the Levene’s statistics
were significant(p<.001), the equal variance was considered as not assumed. Therefore,
Pallant (2020) recommended to run robust test of equality of means in a situation where
Levene’s statistics found to be significant, and the assumption of equal variance has
been violated. This test is done to reconfirm the findings of Levene’s test. Accordingly,
Pallant (2020) suggests considering the results of Welch test and Brown-Forsythe test
before making the decision regarding the violation of homogeneity of variance. This
study followed the recommendations of Pallant (2020), and the results of Welch test
and Brown-Forsythe test showed that mean of TCB differs significantly (p<.001 for
both tests) across the different age of the respondents. Hence, the results indicated that
equal variance was not assumed and there is significant difference in TCB in accordance

with the change of age.

Furthermore, post-hoc comparison was assessed using Dunnett’s T3 method to
check the individual differences between groups. The results indicated that the mean
score of young age (M=1.65; SD=.362) was significantly different from middle age
(M=2.03; SD=.554) and old age (M=2.09; SD=.541). The mean differences were
significant at the .01 level. However, the result also revealed no significant difference
between middle and old age. The output of one-way ANOVA regarding age and TCB
is presented in table 6.34.

Table 6.34 One Way ANOVA Results regarding Age and TCB

Test of Homogeneity of ANOVA

Variances
Age Mean Std. Levene’s Sig. F Sig
Groups Deviation Statistics
Young 1.65 362 12.75 <001 2094 <.001™

Middle 2.03 554
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Older 2.09 541

Robust Test of Equality of Means

Statistic* dfl df2 Sig.
Welch 31.064 2 74.287 <.001™"
Brown- 23.466 2 79.807 <0017
Forsythe
Group
Differences
Age Mean Differences Sig 95% Confidence Interval
Groups (LL-UL)
Young- -379 <.001™ -.500 -.258
Middle
Young- -452 <.001™ -719 -.184
Older
Middle- -.072 871 -.338 .193
Older

Note: 1. LL- Lower level; UL- Upper level.
2. ***Significance at 99% confidence level

3. * Asymptotically F distributed.

6.12.3 Level of Education and TCB

The respondents' education level has been categorized into three groups: low, medium,
and high. The ANOVA results suggested that the TCB differs significantly between
different levels of education status of the respondents (df = 2,386; F=12.86; p<.01).
Since the Levene's statistics were significant (p<.01), that provide evidence that equal
variance was not assumed. Furthermore, the Welch test and Brown-Forsythe test were
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significant at (p<.001), which also suggested that there is significant difference in TCB

across the different educational backgrounds of the taxpayers.

In addition, a post-hoc comparison was conducted using Dunnett's T3 method
to check the individual differences between groups. The results indicated that the mean
score for the low level of education (M=1.75; SD=.416) was significantly different from
the high level of education (M=2.06; SD=.551), and the mean score for the medium
level of education (M=1.84; SD=.540) was significantly different from the high level
of education (M=2.06; SD=.551). The mean difference was significant at the .01 level.
However, the result also indicated no significant difference between low level of
education and medium level of education. The output of one-way ANOVA regarding

level of education of the taxpayers and TCB is presented in table 6.35.

Table 6.35 One Way ANOVA Results Regarding Level of Education and TCB

Test of Homogeneity of ANOVA

Variances

Level of Mean Std. Levene’s Sig F Sig
Education Deviation Statistics
Low 1.75 416 6.02 003 12.63 <.001"
Medium 1.84 .540
High 2.06 551
Robust Test of Equality of Means

Statistic® dfl df2 Sig.
Welch 14391 2 205.20 <001
Brown- 13.930 2 313.32 <001

Forsythe
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Group

Differences
Age Mean Differences Sig 95% Confidence Interval
Groups (LL-UL)
Low-High  -.379 <.001™ -454 -.165
Medium- ~ -.452 <001 -.378 -.062
High
Low- -.072 871 -.259 .078
Medium

Note: 1. LL- Lower level; UL- Upper level
2. ***Sjgnificance at 99% confidence level

3. % Asymptotically F distributed.

6.12.4 Level of Income and TCB

The respondents' income level has been categorized into three groups: low level,
medium level, and high level. The ANOVA results suggested that the TCB differs
significantly between different levels of income status of the respondents (df = 2,386;
F=30.51; p<.01). The Levene's statistics result were found significant (p<.001), and it
indicated that the equal variance was not assumed. Moreover, the study considers the
results of Welch test and Brown-Forsythe test to further check the assumption of equal
variance, and the results (both tests were significant at p<.001) also suggest that equal
variance was not assumed and TCB differs significantly across the taxpayers with

different income levels.

Moreover, a post-hoc comparison was conducted using Dunnett's T3 method to
examine the individual differences between groups. The results indicated that the mean
score of low level of income (M=1.81; SD=.456) was significantly different from the
medium level of income (M=2.11; SD=.597), high level of income (M=2.62; SD=.416).
In addition, the mean score of the medium-income level (M=2.11; SD=.597) was also
significantly different from the high-income level (M=2.62; SD=.416). The mean
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differences were significant at the .01 level. The output of one-way ANOVA regarding
level of income of the taxpayers and TCB is depicted in table 6.36.

Table 6.36 One Way ANOVA Results Regarding Level of Income and TCB

Test of Homogeneity of ANOVA

Variances
Level of Mean Std. Levene’s Sig F Sig
Income Deviation Statistics
Low 1.81 456 11.42 <001™ 30.51 <.001™
Medium 2.11 .597
High 2.62 416
Robust Test of Equality of Means
Statistic?* dfl df2 Sig.
Welch 36.52 2 43.76 <.001™"
Brown- 31.65 2 104.80 <.001™
Forsythe
Group
Differences
Age Mean Differences Sig 95% Confidence Interval
Groups (LL-UL)
Low- -296 <.001™" -.445 -.147
Medium
Medium-  -.511 <.001™" -.802 -219
High
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EEE

Low-High -.807 <.001 -1.08 -.533

Note: 1. LL- Lower level; UL- Upper level
2. *#**Significance at 99% confidence level

3. * Asymptotically F distributed.

6.12.5 Occupation and TCB

Occupation of the respondents has been categorized into three groups: government
sector, private sector, and self-employed. The ANOVA results suggested that the TCB
differs significantly between the different occupational statuses of the respondents and
TCB (df = 2,386; F=10.85; p<.01). Since the Levene’s statistics were significant, the
equal variance was considered as not assumed. In addition, the results of Welch test and
Brown-Forsythe test showed that mean of TCB differs significantly (p<.001 for both

tests) across the individual taxpayers with different occupational status.

Furthermore, to examine the individual differences between groups, a post-hoc
comparison was conducted using Dunnett’s T3 method. The results indicated that the
mean score of government employees (M=2.12; SD=.615) was significantly different
from private sector employees (M=1.81; SD=.460), and self-employed (M=1.93;
SD=.521), which indicates the government service holders are more committed to
complying tax laws rather than the private sector employees and self-employed. The
mean differences were significant at the .01 level. However, ANOVA results also
indicated no significant difference between private-sector employees and self-
employed. The output of one-way ANOVA regarding the occupational status of the
taxpayers and TCB is illustrated in table 6.37.

173



Table 6.37 One Way ANOVA Results Regarding Occupation and TCB

Test of Homogeneity of ANOVA

Variances
Occupation Mean Std. Levene’s Sig F Sig
Deviation Statistics
Government 2.12 615 7.22 <0017 10.85 <.0017"
Sector
Private 1.81 460
Sector
Self- 1.93 521
employed
Robust Test of Equality of Means
Statistic® dfl df2 Sig.
Welch 9.77 2 226.57 <.001™"
Brown- 10.22 2 309.75 <.001"
Forsythe
Group
Differences
Occupation Mean Differences Sig 95% Confidence Interval
(LL-UL)
Govt.- 307 <0017 138 477
Private
Govt. — Self- 187 043" 004 371
employed
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Private-Self- -.120 124 -.262 .022
employed

Note: 1. LL- Lower level; UL- Upper level
2. *¥**Significance at 99% confidence level

3. * Asymptotically F distributed.

6.13 TESTING THE HYPOTHESES OF THE STUDY

Hypotheses of this study were developed to determine the relationship between TCB
and its determinants, and to examine the moderating role of tax knowledge between the
dependent variable and independent variables. As recommended by Hair et al. (2010)
and Cavana et al. (2001), this study considered the results of multiple regression
analysis, independent sample t-test and one way ANOVA to test the validity of the
hypotheses. Hypotheses testing was accomplished in two steps: hypotheses of the main

effect evaluated initially, and then, hypotheses of the moderating effects.

The research framework of the study (presented in chapter 4) depicts the
independent variables and moderating variable that might have the effect in determining
the TCB. However, two dimensions of QoG (impartiality and provision of public
services) and one dimension of TSS (probability of being detected) have been excluded
from the regression model due to the multicollinearity issues (discussed in section 6.10).
Therefore, the hypothesis Hla, Hlb, H1d, H1f, H3a and H3d are not discussed in the

following section.

6.13.1 Hypotheses Testing on the Main Effect

The research objectives RO1 and RO2 design to examine the direct effect between
independent variables (dimensions of QoG, QoTS, dimensions of TSS and demographic
factors) and dependent variable (TCB). Therefore, hypotheses Hlc, H2, H3b, H3c, H4,
H5, H6, H7 and H8 have been developed to achieve RO1 and RO2. The discussions on
the testing of hypotheses related to RO1 and RO2 are presented below.
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The statistical results of regression model 3, as presented in table 6.27 depict a
significant and positive relationship between the CoC (one of the dimensions of QoG)
and TCB. Similar findings are also documented in model 1 (table 6.23) and model 2
(table 6.25). The results of multiple regression analyses show a statistically positive
significant relationship between CoC and TCB. The results also suggest that holding
other variables constant, single unit improvement of taxpayers’ perception in the CoC
will increase the TCB of Bangladeshi taxpayers by 13.1% (Beta coefficient). Therefore,
H1 is supported.

However, the statistical results of regression model 3 as presented in table 6.27
indicate no significant relationship between the QoTS and TCB. The findings of model
1 (table 6.23) and 2 (table 6.25) also provided similar results. Hence, the results of the
multiple regression analysis do not support the hypothesis H2, which posited that the
perceptions of the taxpayers regarding the QoTS are not associated with their TCB.

Furthermore, the statistical results of regression model 3 (table 6.27) depict a
significant and positive relationship between the SP (dimension of TSS) and TCB.
Almost similar results are documented in regression model 1(table 6.23) and model 2
(6.25). Therefore, the output of the multiple regression analysis supports the hypothesis
H3b, which pointed out that the perception of the taxpayers regarding the SP is
positively associated with their TCB. The results also suggest that holding other
variables constant, single unit enhance of taxpayers’ perception towards the TSS will

increase the TCB of Bangladeshi taxpayers by 31.6% (Beta coefficient).

Conversely, the statistical outcomes of regression model 3 (table 6.27) indicate
no significant relationship between the TR (one of the dimensions of TSS) and TCB.
Similar findings are documented in model 1 (table 6.23) and 2 (table 6.25). Hence, the
results of the multiple regression analysis do not support the hypothesis H3c, which
posited that the perceptions of the taxpayers regarding the TR are not related with their
TCB.

Furthermore, the statistical results of multiple regression model 1 reveal a
significant positive relationship between gender and TCB (table 6.23). Similar results
are also reflected in model 2 (6.25) and model 3 (6.27). Moreover, the result of the
independent sample t-test (table 6.33) provided statistical evidence that TCB varies

significantly in accordance with the difference of gender of the taxpayers. The data
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revealed that the p-value of the Levene’s test for equality of variances was .001(p<.05),
which indicates the assumption of equal variance was violated, and there was a
significant difference between males and females in terms of their TCB. In addition, the
result of independent sample t-test was significant (p<.001) at .01 level, and it
demonstrated that TCB of males and females were significantly different. Moreover,
the data revealed a difference in mean score between males and females (1.83 and 2.22
respectively), which indicates that females are more compliant than males. Therefore,

hypothesis H4 is supported.

In addition, the statistical results of the regression model 1 show a significant
positive relationship between age of the taxpayers and TCB (table 6.23). Similar
findings are also depicted in regression model 2 (table 6.25) and model 3 (6.27).
Furthermore, the one-way ANOVA results, as presented in table 6.34, suggested that
the TCB differs significantly across different age groups of the taxpayers (df = 2,386;
F=20.94; p>.001). As the Levene’s statistics were significant, the equal variance was
considered as not assumed. Furthermore, the results of Welch test and Brown-Forsythe
test (p<.001 for both tests) also supported that TCB of different age groups was not the

same and varied in accordance with the age differences of the taxpayers.

Moreover, the result of the post-hoc comparison indicate that the mean score of
young age (M=1.65; SD=.362) was significantly different from middle age (M=2.03;
SD=.554) and old age (M=2.09; SD=.541). The mean differences were significant at
the .05 level. However, the result revealed no significant difference between middle and

old age. Thus, based on the statistical results, hypothesis H5 is supported.

In addition, the empirical findings of the regression model 1 support that
taxpayers’ level of education are significantly associated with TCB (table 6.23). similar
results are also presented in model 2 (6.25) and model 3 (6.27). In addition, the findings
of the one-way ANOVA (presented in table 6.35) suggested that the TCB of
Bangladeshi taxpayers differs significantly in accordance with their different levels of
educational status (df = 2,386; F=12.86; p>.001). The data showed that Levene's
statistics were significant, i.e. equal variance was not assumed. In addition, the Welch
test and Brown-Forsythe test were significant at (p<.001), which also suggested that
there is significant difference in TCB across the different educational backgrounds of

the taxpayers.
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Furthermore, the results of the post-hoc comparison indicate that the mean score
for the low level of education (M=1.75; SD=.416) was significantly different from the
high level of education (M=2.06; SD=.551), and the mean score for the medium level
of education (M=1.84; SD=.540) was significantly different from the high level of
education (M=2.06; SD=.551). The mean difference was significant at the .05 level.
However, the result also found no significant difference between low level of education

and medium level of education. Thus, based on the empirical evidence, H6 is accepted.

Moreover, the results of regression model 1 demonstrate a significant
relationship between taxpayers’ level of income and TCB (table 6.23). Similar findings
are demonstrated in model 2 (6.25) and model 3 (6.27). Moreover, the findings of one-
way ANOVA (depicted in table 6.36) revealed that taxpayers having different level of
income depict different level of TCB (df = 2,386; F=30.51 p>.001). Since the Levene's
statistics were found significant, the equal variance was considered as not assumed.
Furthermore, the results of Welch test and Brown-Forsythe test were further checked to
make decision on the assumption of equal variance, and the results (both tests were
significant at p<.001) also suggested that equal variance was not assumed and TCB

differed significantly across the taxpayers with different income levels.

Furthermore, the post-hoc comparison results indicated that the mean score of
low level of income (M=1.81; SD=.456) was significantly different from the medium
level of income (M=2.11; SD=.597), and high level of income (M=2.62; SD=.416). In
addition, the mean score of the medium-income level (M=2.11; SD=.597) was also
significantly different from the high-income level (M=2.62; SD=.416). The mean
differences were significant at the .05 level. Therefore, the hypothesis H7 is supported.

Moreover, the findings of regression model 1 show a significant impact of
taxpayers’ occupation on TCB (table 6.23). similar results are also depicted in multiple
regression model 2 (6.25) and 3 (table 6.27). Furthermore, the statistical technique, one-
way ANOVA, was conducted to determine the effect of taxpayers’ occupation on their
TCB. The result, as presented in table 6.37, showed that the TCB differs significantly
between the different occupational statuses of the respondents and TCB (df = 2,386;
F=10.85; p>.001). Levene’s statistics were found as significant, and equal variance was
considered as not assumed. In addition, the results of Welch test and Brown-Forsythe
test showed that mean of TCB changes significantly (p<.001 for both tests) across the
individual taxpayers with different occupational statuses.
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Furthermore, the result of a post-hoc comparison indicated that the mean score
of government employees (M=2.12; SD=.615) was significantly different from private
sector employees (M=1.81; SD=.460), and self-employed (M=1.93; SD=.521). The
results further demonstrated that the government service holders are more committed to
complying with tax laws than the private sector employees and self-employed. The
mean differences were significant at the .05 level. However, ANOVA results also
indicated no significant difference between private-sector employees and self-
employed. Hence, the hypothesis HS is supported. Summary of the study’s hypotheses

on the main effect is presented in table 3.38.

Table 6.38 Results of the Hypotheses Testing on the Main Effect

Hypothesis Result
Hla The quality of government in terms of being impartial to Hla was
the citizens has a positive relationship with TCB. removed due to
high
multicollinearity.
H1b The quality of government in terms of provision of public HI1b was
services has a positive relationship with TCB. removed due to
high
multicollinearity.

Hlc The quality of government in terms of control of corruption  Supported

has a positive relationship with TCB.

H2  The quality of online service provided by the tax authority Not Supported
has a positive relationship with TCB.

H3a Tax system structure in terms of probability of being H3a was
detected has a positive relationship with TCB. removed due to

high
multicollinearity.
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H3b Tax system structure in terms of severity of penalty has a Supported

positive relationship with TCB.

H3c Tax system structure in terms of tax rate has a positive Not Supported
relationship with TCB.

H4  Gender of the taxpayers has a significant effect on TCB. Supported

HS5  Age of the taxpayers has a significant impact on TCB. Supported

H6  Level of education of the taxpayers has a significant effect Supported
on TCB.

H7  Level of income of the taxpayers has a significant impact Supported

on TCB.

H8  Occupational status of the taxpayers has a significant Supported
impact on TCB.

6.13.2 Hypotheses Testing on the Moderating Effect

Research objective RO3 designs to examine the moderating effects of tax knowledge
on the relationship between TCB and its determinants (dimensions of QoG, QoTS and
dimensions of TSS). Hence, hypotheses H1f, H2a, H3e and H3f have been developed
to attain the RO3. The hypotheses of the study on the moderating effects of tax

knowledge are discussed in the following.

The statistical results of multiple regression model 3 (table 6.27) present a
significant but negative moderating effect of tax knowledge on the relationship between
CoC and TCB. The output of the multiple regression analysis supports the hypothesis
Hla, which posits that tax knowledge of the taxpayer moderates the relationship

between CoC and TCB. Therefore, hypothesis H1f is supported.

However, the outputs of multiple regression analysis show (table 6.27) that tax
knowledge does not have a significant moderating effect on the relationship between
the QoTS and TCB. The output of the multiple regression analysis fails to support the
hypothesis H2a that the tax knowledge of the taxpayer moderates the relationship
between QoTS and TCB. Therefore, the hypothesis H2a is not supported.
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In addition, the statistical results of multiple regression analysis depict (table
6.27) a significant positive moderating effect of tax knowledge on the relationship
between the SP and TCB. The output of the multiple regression analysis supports the
hypothesis H3e that the tax knowledge of the taxpayer moderates the relationship
between SP and TCB. Therefore, the results support the hypothesis H3e.

In contrast, the results of multiple regression model 3 (table 6.27) reveal no
significant moderating effect of tax knowledge on the relationship between TR and
TCB. The outputs of the multiple regression analysis do not support the hypothesis H3f,
which posits that tax knowledge of Bangladeshi taxpayer does not moderate the
relationship between TR and TCB. Hence, hypothesis H3f is not supported. Summary
of the hypotheses relating to the moderating effect is presented in table 6.39.

Table 6.39 Results of the Hypotheses Testing on the Moderating Effect

Hypothesis Result

Hld Tax knowledge moderates the relationship between the HId was

quality of government in terms of being impartial to the removed due to

citizens and TCB. high
multicollinearity.
Hle Tax knowledge moderates the relationship between the HId was

quality of government in terms of provision of public removed due to
services and TCB. high

multicollinearity.

H1f Tax knowledge moderates the relationship between the Supported
quality of government in terms of control of corruption and

TCB.

H2a Tax knowledge moderates the relationship between the Not Supported
quality of online services provided by the tax authority and

TCB.
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H3d Tax knowledge moderates the relationship between the tax H1d was
system structure in terms of probability of being detected removed due to
and TCB. high

multicollinearity.

H3e Tax knowledge moderates the relationship between the tax Supported

system structure in terms of severity of penalty and TCB.

H3f Tax knowledge moderates the relationship between the tax Not Supported

system structure in terms of tax rate and TCB.

6.14 DISCUSSION OF THE EMPIRICAL FINDINGS

This study primarily aimed to identify the determinants of TCB of Bangladeshi
individual taxpayers. To evaluate the research objectives and find answers to the
research questions (presented in chapter 1), statistical results of the study are

considered, and a detailed discussion is presented in the following sections.

6.14.1 Research Question 1a: Do the Dimensions of QoG, Namely, Impartiality,
Provision of Public Services and Control of Corruption Affect TCB in
Bangladesh?

The statistical findings related to the testing of hypothesis Hlc depicted the evidence to
achieve part of RO1 and to answer RQ1la. The regression results relating to the testing
of hypothesis Hlc (table 6.23) supported the argument that low QoG in terms of
inefficiency to control corruption in Bangladesh causes poor TCB. In addition, the
results are also in line with the assumption of the social exchange theory, which argues
that taxpayers have a reciprocal relationship with the government, and complying with
the tax laws depends on what the taxpayers receive from the government in return for

their financial contributions.

The findings are also in line with empirical evidence of prior literature. Previous
research empirically supports the argument that corruption in public sectors
significantly associated with tax noncompliance as it reduces taxpayers’ spontaneous

motivation to comply (Kurauone, Kong, Sun, Famba & Muzamhindo, 2021).
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Furthermore, Augustine and Enyi (2020) and Bertinelli et al. (2020) concluded that
corruption in public sectors seriously hampers country’s economic developments and
widespread corruption has a positive association with tax noncompliance. Moreover,
referring to the context of developed and developing countries, Nimer et al. (2022)

empirically identified corruption as a significant determinant of tax evasion.

In addition, Hussain et al. (2022) pointed out that corruption is negatively
associated with public support and revenue earnings and recommended that control of
corruption could be one of the best attempts that the government undertake to restore
people’s support and increase treasury earnings. The result of the regression analysis of
the present study is in line to the findings and recommendations of prior studies as it
posits that positive perception of the taxpayers regarding the government’s initiative to
grab the corruption has a significant positive relationship with TCB. Therefore,
considering the assumption of social exchange theory, statistical results of the
regression analysis and empirical evidence of prior studies, it can be concluded that

CoC is one of the determinants of TCB.

6.14.2 Research Question 1b: Does QoTS Affect TCB in Bangladesh?

The statistical analysis performed on testing H2 provides evidence to achieve some
parts of RO1 and to answer RQ1b. The result of multiple regression fails to support
hypothesis H2. The results showed that taxpayers’ perception of QoTS does not have a
significant impact on their TCB. Although the social influence theory supports the
argument that tax regimes have the opportunity to exert a positive influence towards the
compliance behavior of taxpayers by providing quality services (Yusoff & Mohd, 2017,
Alebede, 2012), the statistical results did not support that argument. In addition, the
findings of the present study did not support the prior studies, which concluded that
QoTS have a significant positive association with TCB (Ardillah & Farhanah, 2022;
Machfuzhoh & Pratiwi, 2021; Rohmah & Ashlihah, 2021; Jawas et al.,2017).

One of the possible justifications for the findings is that the majority of taxpayers
do not need to interact with the tax office as they depend on the tax agents to prepare
and submit tax returns. Occhiali and Kalyango (2023) opined that a common perception
exists among taxpayers that the tax system is too complicated, and because of this,

hiring tax agents is quite usual at the present time. In addition, a huge dependency on
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tax professionals has been documented globally (Walpole, 2009). Therefore, taxpayers
who employ tax agents on their behalf to prepare and submit tax returns do not have
practical experience in dealing with tax offices. In the context of Bangladesh,
employing tax professionals is a common practice. The tax authority of Bangladesh,
NBR, planned to appoint private tax agents up to the union or ward level (the lowest
level of the local government system in Bangladesh) to boost revenue collection (Uddin,

2023).

Apart from this, some studies also presented similar findings that tax service
quality does not significantly impact compliance behavior (Masumah & Hamidi, 2022;
Rahayu, 2022; Indrawati, 2019; Sari & Fidiana, 2017). Furthermore, Abdulkadir and
Alabede (2022) empirically revealed that in Nigeria's context, QoTS has no significant
impact on TCB. Moreover, some studies concluded that there might be other important
determinants that influence the TCB rather than QoTS, and for this, no significant
association was found between QoTS and TCB (Rahayu, 2022; Indrawati, 2019; Sari
& Fidiana, 2017).

The findings of the study regarding hypothesis H2 added a new narrative to the
discourse of tax compliance studies that, in the context of LDCs, the QoTS does not
determine the TCB. Moreover, it pointed to the need for future investigations into the

other potential determinants of TCB.

6.14.3 Research Question 1c: Do the Dimensions of TSS, Namely, Probability of
Being Detected, Severity of Penalty and Tax Rate Affect TCB in Bangladesh?

The statistical findings related to the testing of hypothesis H3b and H3c revealed the
evidence to achieve part of RO1 and to answer RQ1c. The results of multiple regression
analysis (table 6.23) support hypothesis H3b, which indicates that the perception of
taxpayers' regarding the severity of penalty is significantly and positively associated
with TCB. Hence, the results of the study supported the argument that lack of SP in
Bangladesh causes poor TCB. Moreover, the results are also in line with the
assumptions of deterrence theory, as the theory assumes that an increase in detection

probability and/or an increase in penalty reduces the probability of crime.

Prior empirical findings support the outcomes of the study. Hayat et al. (2022)

and Biru (2020) concluded that effective and stern imposition of penalties plays a
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significant positive role in improving TCB. Muhwa and Omboi (2023) concluded that
the level of compliance increases in a situation when tax authority practices high
penalties. However, Siswak (2016) and Ndlovu and Schutte (2022) insisted on the need
for imposing fair and justified penalties, otherwise it may lead to the dissatisfaction of

the taxpayers and increase noncompliance.

Referring to the developing country context, Usman, Ahmad and Rehman
(2024) examined the deterrent effect of penalty and empirically claimed that severity of
penalty has the potential to increase the TCB. The present study highlights the LDC
context and the statistical results relating to the effect of SP on TCB are in line with the
developing country context. The results support the argument that taxpayers feel
pressure to pay tax when the punishment of evading tax is severe. Thus, the findings of
the study demonstrate the answer to the part of RQ1 and provide evidence that SP is

one the significant determinants of TCB.

In addition, the results of regression analysis performed on testing H3c does not
support the hypothesis. The results indicate that taxpayers’ perception regarding TR
does not have a significant impact on their TCB. However, deterrence theory supports

the argument that as a deterring tool, TR impacts the TCB.

The findings of the prior studies relating to the effect of TR towards TCB reveal
mixed results. Shafaruddin et al. (2022) and Oladipo et al. (2022) posited a significant
and positive association between tax rate and TCB and commented that a fair tax rate
motivates taxpayers to pay tax. In addition, Remali et al. (2018) documented similar
findings and concluded that TR has a significant positive impact to determine the TCB
of SME owners. However, prior studies pointed out the negative consequence of high
tax rate towards TCB and commented that it demotivates taxpayers and increases
noncompliance (Chindengwike & Kira, 2022). Furthermore, Ng’eni (2016) and
Oladipupo and Obazee (2016) concluded that taxpayers choose to evade tax when
perceived TR as too high and unaffordable. However, Inasius (2015) and Sapiei and
Kasipillai (2013) revealed no significant relationship between TR and TCB and
concluded that TR is not a determinant of TCB, which is similar to the findings of the
present study.

One of the possible explanations of such results is that taxpayers in Bangladesh

only consider SP as a deterrent tool (SP has significant relationship with TCB) not the
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TR. The level of TCB is very low in Bangladesh and majority of the taxpayers employ
every possible way to skip their tax obligations (as revealed in the descriptive results in
table 6.7). Therefore, taxpayers are not interested in TR, and it does not play any
significant role in making their tax complying decision. However, they fear SP as it

involves monetary risks.

Therefore, the results of the multiple regression analysis and testing of
hypothesis Hlc, H2, H3b and H3c provide empirical evidence to achieve RO1 and to
answer RQla, RQIb and RQlc. The quality of government in terms of control of
corruption and the tax system structure in terms of severity of penalty are significantly
related with TCB. However, the quality of online tax services and tax rate, one of the
dimensions tax system structures, are not statistically significant determinants of TCB

in Bangladesh.

6.14.4 Research Question 2: Do Demographic Factors Influence TCB in
Bangladesh?

The results related to the testing of hypotheses H4, H5, H6, H7 and H8 demonstrated

empirical evidence to achieve RO2 and to answer RQ2.

6.14.4.1 Effect of Gender of the Taxpayers on TCB

The statistical data on the testing of hypothesis H4 revealed evidence to achieve a part
of RO2 and answer RQ2. The result of multiple regressions showed a statistically
significant relationship between gender and TCB. Furthermore, the result of the
independent sample t-test, as presented in table 6.33, revealed a significant difference
between the TCB of males and females. In addition, the mean score of TCB for females
is higher than their counterparts, which clearly indicates that comparatively female
taxpayers tend to comply more than male taxpayers. The findings of this study regarding
the impact of gender on TCB are in line with the empirical evidence of prior studies.
Prasetyo et al. (2020), D’attoma et al. (2020) and Fredrick and Peter (2019) concluded
that women are comparatively more compliant than their counterparts. In addition,
Yimam and Asmare (2020) statistically proved that female owners of SMEs depict
higher levels of TCB than male-owned SMEs. Prasetyo et al. (2020) empirically
concluded that females are more loyal to the rule of law, and that leads them to
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demonstrate higher level of TCB than the men. Furthermore, prior studies also found
similar attributes of female taxpayers and argued that due to the risk-averse position in
the process of financial decision making, women tend to take less risk and comply with

tax laws (Lopez-Luzuriaga & Scartascini 2023; Croson & Gneezy, 2009).

Therefore, the statistical outcome of the study provides answers to a part of RQ

2 that as a demographic factor, gender has a significant impact on TCB.

6.14.4.2 Effect of Age of the Taxpayers on TCB

The empirical data concerning the testing of hypothesis HS provided findings to achieve
some parts of the RO2 and to answer RQ2. The multiple regression results provided
evidence that age has a significant effect on TCB. In addition, the ANOVA results
(presented in table 6.34) showed that TCB changes significantly across the different age

groups.

The findings of the study have similarities with previous empirical results. Prior
studies statistically proved that older people and middle-aged taxpayers are more
willing to comply than younger individuals (Shiferaw & Tesfaye, 2020; Hofmann et al.,
2017; Antwi et al., 2015; Alabede, 2014). Krichler (2007) also found similar results and
mentioned that in general, older people have more income and financial freedom than
the youth, and these help them to comply more. In addition, Hofmann et al. (2017)
concluded that older people are more willing to cooperate with the country as they
depend more on states to get essential services including health care. Alabede (2014)
empirically revealed similar findings and opined that middle-aged and older taxpayers
have more experience regarding the consequences of non-compliance than the young
taxpayers, which makes them more cautious about non-compliance. However, the
results of the study indicated no significant difference between middle-aged and older
taxpayers in terms of TCB. One of the possible reasons for this is that both middle-aged
and older taxpayers are more compliant than the young taxpayers, and these two groups

have almost the same attitude in terms of complying with the tax laws.

Hence, the findings of the study provided evidence to answer RQ2 that as a

demographic factor, age has a significant effect on TCB.
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6.14.4.3 Effect of Taxpayers’ Level of Education on TCB

The empirical data related to the testing of hypothesis H6 provided answers to RQ?2,
which can be used to achieve a part of RO2. The result of regression analysis supported
that taxpayers’ educational status has a significant effect on TCB. Moreover, the
ANOVA results (presented in table 6.35) depicted that TCB varies significantly across

the different levels of educational status of the taxpayers.

The findings are similar to the prior empirical findings, which concluded that
taxpayers with high educational qualifications tend to be more compliant than those
with low educational profiles (Kurniawan, 2020; Kwok & Yip, 2018). Owosekun and
Salawu (2020) also revealed higher academic backgrounds are positively associated
with the TCB, and they mentioned that taxpayers with higher educational degrees are
more conscious about the negative impact of non-compliance acts compared to the
taxpayers with low academic profiles. Moreover, prior studies empirically concluded
that higher educational qualifications are linked with higher levels of moral
development and positive attitudes towards tax compliance (Aregbesola et al., 2020;
Subramaniam, 2019; Gitaru, 2017). However, the result of post-hoc comparison
indicated no significant difference between the TCB of taxpayers with low educational
degrees and medium educational qualifications. Probably, taxpayers from these two
categories have the same level of compliance attitude, as both groups depict less

compliance behavior than the highly educated taxpayers.

Therefore, based on the findings, it is concluded that taxpayers’ education level

significantly affects their TCB. Thus, the results provided answer to some parts of RQ2.

6.14.4.4 Effect of Taxpayers’ Level of Income on TCB

The statistical treatments employed to test hypothesis H7 justify answering some parts
of the RO2 and RQ2. The findings of regression analyses supported the argument that
taxpayers’ level of income has a significant effect on TCB. Furthermore, the findings
of one-way ANOVA, as presented in table 6.36, indicated that the TCB of Bangladeshi
taxpayers’ changes significantly in accordance with their level of income. In addition,
the result of the post-hoc comparison also demonstrated that high-income earners are

more compliant than the low and medium-income earners.
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The findings are in line with the conclusion of previous studies. Al-Zageba et al.
(2020) and Alm, 2019 empirically documented that high-income earners are more
compliant than the low-income earners. Dissanayake and Premaratna (2020)
empirically revealed similar findings and concluded that high-income earners are more
sincere to cooperate with the government. In addition, some researchers pointed out that
low-income earners tend not to comply as tax payment reduces the amount of their net
income (Hofmann et al., 2017; Wearing & Heady, 1997). Thus, the findings of the study

provided answer to some parts of RQ?2.

6.14.4.5 Effect of Taxpayers’ Occupation on TCB

The empirical data related to the testing of hypothesis H8 provided answers to some
parts of RO2 and RQ2. The regression results of the study provided empirical evidence
that taxpayers’ occupation has a significant effect on TCB. However, the result provided

a negative significant association between occupation of the taxpayers and TCB.

The ANOVA results (presented in table 6.37) depicted that TCB varies
significantly across the different types of taxpayers' occupations. In addition, the result
of the post-hoc comparison revealed that government employees are likely to be more
compliant than the private service holders and self-employed individuals. Previous
empirical research demonstrated similar findings. Prior studies concluded that self-
employed taxpayers have broad opportunities to hide their income and tend to be less
compliant (Alm, 2019). Due to the strict rules and monitoring of the government in the
public sector, government employees have less scope of non-compliance with tax laws
(Alabede, 2014). However, the results did not provide evidence to support the
significant differences in terms of TCB between private service holders and self-
employed individuals. Most probably, private service holders enjoy more freedom to
submit their tax return as their employers do not force them and leave the choice of
submitting tax return to them. In addition, self-employed taxpayers have the highest
opportunity to hide their income. Therefore, private service holders and self-employed
taxpayers may have similar attitudes to comply with the tax laws. Thus, this result

provides a partial answer to RO2 and RQ?2.

Therefore, statistical evidence of the study provided empirical justification that

demographic characteristics of the individual taxpayers in Bangladesh have significant
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impact on their TCB. In addition, cognitive theory provides theoretical justifications for
the findings as it supports that difference in demographic characteristics influence the

individual behavior.

6.14.5 Research Question 3: Does Tax Knowledge Moderate the Relationship
between TCB and its Determinants, Namely, QoG, QoTS and TSS?

The present study includes tax knowledge into the tax compliance model as a moderator
to examine its effect on the determinants of TCB. Hence, to achieve RO3 and answer
RQ3, the adjusted R2 of the multiple regression results of regression models 2 and 3
were taken into account. The adjusted R2 in regression model 2 was 36.8%, where the
determinants of TCB were included in the model; however, in model 3, tax knowledge
was incorporated as a moderator into the model, and the adjusted R2 was increased to
38.1%. It indicates that the predictive capacity of the tax compliance model increased
after the inclusion of tax knowledge as a moderator. As a part of answering the research
question RQ3, the increase of adjusted R2 provides evidence that tax knowledge
moderates the relationship between TCB and its determinants. Apart from this, the
testing of Hypothesis H1f, H2a, H3e and H3f also provides justifications to answer the

research question RQ3.

6.14.5.1 The Moderating Effect of Tax Knowledge Between CoC and TCB

The statistical results of multiple regression analysis support hypothesis H1f, which
indicates that the tax knowledge of Bangladeshi taxpayers significantly moderates the
relationship between their perception regarding CoC and TCB. In addition, the results
also depicted a change in the direction of the relationship between QoG and TCB. In
the main effect, the direction of the relationship between QoG and TCB was positive;
however, in the moderating effect, it turned to negative. This indicates that tax
knowledge has a negative significant moderating effect on the relationship between
QoG and TCB. The regression results can be interpreted as that in the presence of tax

knowledge, with an increase in QoG, taxpayers tend to be less compliant.

Prior studies concerned with the effect of tax knowledge on TCB revealed
diverse findings. Kassa (2021), Manual and Xin (2016) and Kasipillai et al. (2013)
revealed a significant negative association between tax knowledge and TCB. They
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argued that having proper knowledge regarding tax issues may widen the scope for
taxpayers to identify the loopholes of the tax as well as legal regulations, and by utilizing
the loopholes, they can minimize or even evade tax liabilities. However, some studies
found a positive relation (Oladipo et al., 2022; Mat Jusoh et al., 2021; Eric et al., 2019),
and some found no association (Fauziati et al., 2020; Rachmawan et al., 2020) between

tax knowledge and TCB.

In regression model 2 of the study, the results supported the argument that an
increase in CoC will cause an increase in TCB. However, in regression model 3, with
tax knowledge as a moderator, the direction of the relationship between CoC and TCB
changed from positive to negative. In line with the findings of some prior studies
(Kassa, 2021; Manual & Xin, 2016; Kasipillai et al., 2013), this result can be interpreted
as having tax knowledge allows taxpayers to identify the loopholes in the tax system
and skip tax obligations. In that case, taxpayers might not have much concern about the
level of QoG in terms of CoC, rather their focus might be on maximizing the personal
gain. Therefore, taxpayers tend not to comply. Cognitive theory also supports such
behavior of taxpayers as it proposes that an individual’s decision-making process is
influenced by his knowledge. Thus, as a part of answering research question RQ3, it
can be concluded that the tax knowledge of the taxpayers plays a significant negative

moderating role on the relationship between CoC and TCB.

6.14.5.2 The Moderating Effect of Tax Knowledge Between QoTS and TCB

The outcome of multiple regression analyzes concerning the testing of hypothesis H2a
provides evidence that tax knowledge does not have any significant moderating effect
on the association between QoTS and TCB. The results indicated that tax knowledge
does not have the moderating capacity to change the direction of the relationship
between QoTS and TCB. The results of regression model, 2 of the study, statistically
proved that QoTS does not significantly determine the TCB. In addition, regression
model 3 of the study also provided statistical evidence that tax knowledge does not have

a significant capacity to moderate the relationship between QoTS and TCB.
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6.14.5.3 The Moderating Effect of Tax Knowledge Between SP and TCB

The statistical analysis for testing hypothesis H3e supports that tax knowledge
significantly and positively moderates the relationship between SP and TCB. In
regression model 2 of the study, the result showed that the perceptions of taxpayers
regarding the SP significantly affect their TCB. Furthermore, in regression model 3, the
result suggested that tax knowledge interacts with the relationship between SP and TCB.
The result of regression model 2 and 3 indicated that in the presence of tax knowledge
as moderator, the B value reduced to 11.4% from 31.6%. In addition, in model 2, the P
value of the main effect of SP on TCB was significant at 0.01 level; however, in model
3, the moderating effect of tax knowledge on SP and TCB was significant at 0.05 level.
Changes in f and P value indicated that tax knowledge weakens the relationship

between SP and TCB.

Although the result depicted a positive moderating direction, it provided
evidence that tax knowledge reduced the strength of the relationship between SP and
TCB. Some prior studies revealed that tax knowledge negatively impacts TCB (Kassa,
2021; Manual & Xin, 2016; Kasipillai et al., 2013). In line with the empirical evidence
of prior research, the outcome of the moderating effect of tax knowledge on SP and
TCB can be interpreted as having tax knowledge allows taxpayers to know the
loopholes of the tax system and avoid tax liabilities. Because of this, taxpayers tend not
to comply and do not pay attention to the SP. Thus, the inclusion of tax knowledge as a
moderator in the tax compliance model weakened the strength of the relationship
between SP and TCB. Cognitive theory also supports such behavior of taxpayers as it
proposes that the decision-making process of an individual is influenced by his
knowledge. Therefore, to answer part of research question RQ3, the statistical results
reveal that tax knowledge of the taxpayers plays a moderating role in the relationship

between SP and TCB, and the moderator reduced the strength of their relationship.

6.14.5.4 The Moderating Effect of Tax Knowledge Between TR and TCB

The outcome of multiple regression analysis concerning the testing of hypothesis H3f
provides statistical evidence that tax knowledge does not have any significant
moderating effect on the relationship between TR and TCB. The results documented

that tax knowledge does not have the interacting capacity to change the direction of the
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relationship between TR and TCB. In addition, the findings of regression model 2
support that TR does not significantly determine the TCB. Moreover, regression model
3 of the study also provides statistical evidence that tax knowledge does not have a

significant capacity to moderate the relationship between TR and TCB.

Therefore, to answer the research question RQ3, the results of the moderating
effect of tax knowledge showed statistical evidence that tax knowledge significantly
moderates the relationship between CoC and TCB. In addition, the results also provided
empirical evidence that tax knowledge has significant moderating effects on SP and
TCB. However, the result failed to demonstrate that tax knowledge moderates the
relationship between QoTS, TR and TCB. Cognitive theory also supports the findings
relating to the moderating effect of tax knowledge on the relationship between CoC, SP
and TCB.

6.15 SUMMARY

This chapter discussed the various statistical treatments relating to the analysis of the
primary data of the study. Systematic procedures and steps were followed as mentioned
in chapter five in order to conduct the data analysis. Multiple regression analyses were
conducted to examine the main effects of independent variables on the dependent
variable. In addition, independent sample t-test and one way ANOVA were employed

examine the impact of demographic factors towards TCB.

Results of the study showed that QoG in terms of CoC and SP in terms of TSS
have significant positive impact on TCB, and it supports the incorporation of these two
variables in the tax compliance model as the determinants of TCB. Furthermore, the
results also provided evidence that demographic factors have a significant impact on
TCB. In addition, the moderating role of tax knowledge on the relationship between
CoC, QoTS, SP, TR and TCB was investigated by employing multiple regression
analysis. The findings demonstrated that tax knowledge significantly moderate the
relationship between CoC and TCB, and it changed the direction of relationship from
positive to negative. Furthermore, the moderator of the study also showed a significant
effect on the association between SP and TCB. However, it reduced the strength of the
main effect between these two variables. The results related to the moderator indicated

that tax knowledge allows taxpayers to know the loopholes of the tax system, which
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assists them to minimize their tax obligations. The contributions of the study, limitations
associated with this research and recommendations for future studies will be discussed

in the following chapter.
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CHAPTER SEVEN
CONCLUSION

7.1 INTRODUCTION

This chapter presents a brief overview of the research findings, followed by the
significance of the research from both practical and theoretical aspects. Then, it
discusses the study's limitations. Finally, the chapter concludes with the

recommendations for future research.

7.2 MAIN FINDINGS OF THE STUDY

This study primarily sought to identify the factors that determine the compliance
behavior of Bangladeshi taxpayers. As mentioned in the study's research objectives in
chapter one, this research aims to examine the determinants of TCB. Moreover, the
research includes tax knowledge as a moderator in the proposed tax compliance model

to define its impact on the relationship between TCB and selective determinants.

A structured questionnaire was developed to obtain the research data. This study
considered individual taxpayers only as respondents, and the capital city of Bangladesh,
Dhaka and the business capital city of the country, Chattogram, were selected as the
geographical area of the study. The snowball sampling method was employed to collect
the data. A total of 389 responses were taken into account for statistical analysis.
Systematic approaches and procedures were followed as recommended in prior research
to analyze the empirical data. An elaborate discussion of the findings was presented in

chapter six. Only the key findings of the study are presented here.

Among the three research objectives of the study, RO is related to examining
the effect of the dimensions of QoG, QoTS and the dimensions of TSS on TCB.
Empirical findings of the study indicate that the level of TCB in Bangladesh is low.
Moreover, poor QoG, QoTS and ineffective use of TSS are also reflected in the results.
Two dimensions of QoG (impartiality and PPS) and one dimension of TSS (PBD) have
been excluded from the regression model due to the multicollinearity issues. Multiple

regression analysis results showed a significant positive association between QoG in
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terms of CoC and TCB. The findings suggested that an improvement in CoC will cause
an increase in TCB. Social exchange theory provides theoretical support that positive

perception of the taxpayers regarding the CoC will increase TCB.

However, the result of the multiple regression analyses found no significant
relationship between QoTS and TCB. The findings suggested that QoTS cannot be
considered as a determinant of TCB. Although social influence theory suggests that tax
authorities have the power to exert influence on the taxpayers by providing quality
services, the statistical result found otherwise. The result indicated the need for further

investigation to determine other potential factors of TCB in the context of LDCs.

Furthermore, the result of multiple regression analysis provided evidence that
TSS in terms of SP has a significant positive relationship with TCB. The finding
suggested that effective and stern imposition of SP will increase the level of TCB. This
outcome is also supported by the deterrence theory as it assumes people will not be
interested in being involved in a crime if they perceive the risk or loss of committing
the crime will exceed the gain. However, the results indicate that TR, another dimension

of TSS, is not significantly associated with TCB.

Moreover, RO2 is related to examine the impact of demographic factors towards
TCB. Five demographic characteristics of the respondents namely, gender, age, level of
education, level of income and occupation were taken into account. The results of
multiple regression analyses provided empirical support to make decisions that
demographic factors have significant impact on TCB, and these can be considered as
its determinants. In addition, the results of independent sample t-test and one-way
ANOVA revealed that TCB differs significantly across the change of different
demographic characteristics of the respondents. Cognitive theory supports the findings
that demographic differences have an impact on individuals’ decision-making

processes.

Lastly, RO3 is related to investigating the moderating role of tax knowledge on
the relationship between TCB and its selected determinants. The output of multiple
regression analyses suggested that tax knowledge significantly but negatively
moderates the relationship between CoC and TCB. The finding indicated that taxpayers
with tax knowledge tend to be less compliant while there is an increase in CoC.

Moreover, the statistical results also demonstrated a positive significant role of the
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moderator on the relationship between SP and TCB. However, the incorporation of
moderator reduced the strength of the main effect between these two variables. In
addition, the results of multiple regression analyses depicted no significant moderating
effect of the moderator on the association between QoTS, TR and TCB. The findings
relating to the moderating effect of tax knowledge on the relationship between CoC, SP
and TCB are also supported by cognitive theory as it proposes that knowledge is

associated with the individual decision-making process.

The main findings of the study are presented in table 7.1.
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Table 7.1 Main Findings of the Study

Research Objective Research Question Hypothesis Result
RO1: To examine the factors affecting | 1a. Do the dimensions of QoG namely, | Hlc: The quality of government in | Hlc
TCB in Bangladesh. impartiality, provision of public | terms of control of corruption has a | Supported
services and control of corruption | positive relationship with TCB.
affect TCB in Bangladesh?
H2: Th lity of onli i
e quality of online service |, Not
Ib. Does QoTS affect TCB in | provided by the tax authority has a Supported
Bangladesh? positive relationship with TCB.
H3b: Tax system structure in terms of
. .. H3b
. : ty of Ity h t
lc. Do the dimensions of TSS namely, SOy Of \peflalty fias @ Posiive
- ) .| relationship with TCB. Supported
probability of being detected, severity
of penalty and tax rate affect TCB in
Bangladesh?
anglades H3c: Tax system structure in terms of
tax rate has a positive relationship | g3¢  Not

with TCB.

Supported




Research Objective Research Question Hypothesis Result

661

RO2: To investigate the influence of | RQ2: Do  demographic factors | H4: Gender of the taxpayers has a | H4
demographic factors on TCB in | influence TCB in Bangladesh? significant effect on TCB. Supported
Bangladesh.

H5: Age of the taxpayers has a | HS
significant impact on TCB. Supported

H6: Level of education of the | H6
taxpayers has a significant effect on | Supported

TCB.

H7: Level of income of the taxpayers 7

has a significant impact on TCB.
8 P Supported
HS8: Occupational status of the
taxpayers has a significant impact on

TCB. H8
Supported




00¢

Research Objective

Research Question

Hypothesis

Result

RO3: To assess the moderating effects
of Tax knowledge on the relationship
between TCB and the factors affecting
TCB in Bangladesh.

RQ3: Does tax knowledge moderate
the relationship between TCB and its
determinants, namely, QoG, QoTS and
TSS?

H1f: Tax knowledge moderates the
relationship between the quality of
government in terms of control of

corruption and TCB.

H2a: Tax knowledge moderates the
relationship between the quality of
online services provided by the tax

authority and TCB.

H3e: Tax knowledge moderates the
relationship between the tax system
structure in terms of severity of

penalty and TCB.

HIf

Supported

H2a Not

Supported

H3e
Supported




10¢

Research Objective

Research Question

Hypothesis

Result

H3f: Tax knowledge moderates the
relationship between the tax system

structure in terms of tax rate and TCB.

H3f

Not

Supported




7.3 CONTRIBUTIONS OF THE STUDY

The findings of the study have contributions in terms of policy implications or practical

and theoretical aspects, and these are discussed in this section.

7.3.1 Policy Implications

The study's findings have several policy implications, which must be appropriately
addressed to improve TCB in the LDC economies, specifically Bangladesh. Firstly, the
results of this research proved that the QoG in terms of CoC has a significant positive
impact on TCB, and it can be considered as an important determinant of TCB. In
addition, the findings of the study supported the argument that poor CoC in Bangladesh
leads low TCB. Therefore, the results indicate an urgent need to formulate policies to
enhance CoC to change the current scenario of poor tax collection. In addition, it is
necessary to highlight control of corruption in the national policy to restore taxpayers'

confidence towards QoG.

The government of Bangladesh has an independent and constitutional
institution, namely, the Anti-Corruption Commission (ACC), to fight the nuisance of
corruption. However, the study's findings also proved that taxpayers negatively perceive
the government's effort to combat corruption. Thus, timely reforms are needed for ACC,
and more power should be given to them to ensure the prompt prosecution of the
offenders. Similar policy directions are documented in prior studies that found a clear
association between corruption and increased non-compliance (Augustine & Enyi,

2020; Bertinelli et al., 2020).

Furthermore, another finding of the study is that the SP significantly causes the
low level of TCB in Bangladesh. The results indicated that the effective use of provision
of a high penalty could enhance the level of TCB. Thus, significant reforms must be
taken to ensure SP in order prevent non-compliance. Moreover, the findings of the study
also documented that provision of penalty for the non-compliance act is mild. Thus,
policy implication is required and necessary amendments in the tax laws need to be

made.

Furthermore, the study's results demonstrated that demographic factors

significantly affect TCB, and the level of TCB changes in accordance with variations
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in demographic characteristics. Thus, the findings indicated the need for adopting multi-
dimensional approaches rather than the existing uniform tax system to incorporate
demographic differences to ensure optimum tax collection. Moreover, the NBR should
categorize taxpayers based on their demographic characteristics and formulate specific

strategies to address the issue of each group.

In addition, the results of the study demonstrated that tax knowledge has a
negative moderating impact on CoC and TCB. The moderator also reduces the strength
of the main effect between SP and TCB. The findings indicated that the moderating
impact of tax knowledge decreases the level of TCB, however, the importance of tax
knowledge cannot be ignored. Furthermore, the results relating to the impact of
demographic factors on TCB depicted that taxpayers with higher educational
background are more compliant than the taxpayers with low academic profile. Hence,
the policymakers should make provisions to provide tax education to the general people

in order to make them conscious about contributing to the nation through tax payments.

7.3.2 Theoretical Implications

The study has several contributions in terms of theoretical implications. As part of the
contribution to the tax compliance literature, this study incorporated the notion of
overall QoG in the tax compliance model and revealed the significant positive
relationship between CoC, one of the dimensions of QoG, and TCB. Hence, the study
empirically supported that CoC is one of the determinants of TCB.

In addition, another contribution of the study is to test the moderating role of tax
knowledge on the relationship between TCB and its selected determinants. The results
supported that tax knowledge significantly moderate the relationship between CoC and
TCB, changing the direction of the relationship between these two variables from
positive to negative. Furthermore, the result also depicted a significant moderating
impact of tax knowledge on the relationship between SP and TCB. However, the results
demonstrated that including tax knowledge as a moderator in the model, reduced the
strength of the relationship between SP and TCB. The results of the moderating effect
of tax knowledge supported the narrative of prior tax compliance research that having
tax knowledge enables taxpayers to know the loopholes of the tax systems and non-

comply purposefully.
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Apart from these, the present study aimed to highlight the contextual scenario
of LDC countries with particular reference to Bangladesh, where the empirical studies
on tax compliance issues are scant. Hence, this study examined the effect of QoTS, TSS
and demographic factors to determine TCB. The findings of this research demonstrated
that SP, one of the dimensions of TSS, and demographic factors significantly determine
the TCB of Bangladeshi taxpayers. However, this research also revealed no significant
impact of QoTS and TR on TCB. The findings have comprehended the existing notion
regarding QoTS and TR in the LDC context and concluded that QoTS and TR do not

have a significant capacity to predict the compliance behavior of the taxpayers.

In addition, the results of the study support that social exchange theory (CoC),
deterrence theory (SP) and cognitive theory (demographic factors and moderating effect
of tax knowledge on CoC, SP and TCB) are relevant in the context of Bangladesh to
explain the TCB. These theories originated in the developed country context, and later,
incorporated in many tax studies in the context of developing countries (Lee et al., 2021;
e-Hassan et al., 2021; Masud et al., 2021; Ya’u et al., 2020; Razak & Bidin, 2019;
Peredaryenko, 2019; Abdullahi, 2017; Alkhatib & Abdul-Jabbar, 2017; Adriani, 2016;
Alabede, 2012). This study demonstrates the relevancy of using these theories in an

LDC context, which can also be considered a theoretical contribution of the study.

Overall, the study has complemented the tax compliance literature by presenting
empirical findings on the factors influencing the TCB in an LDC context, where the
empirical studies are scant compared to the developed countries. Hence, the study
attempts to minimize this gap between the developed countries and the LDC nations.
The empirically supported tax compliance model of Bangladesh is presented in Figure

7.1
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7.4 LIMITATIONS OF THE STUDY

This study exhibits several limitations. Firstly, the research dropped two dimensions of
QoG (impartiality and PPS) and one dimension of TSS (PBD) from the regression
model due to the multicollinearity issues, which limits the scope of the research.
Moreover, like other prior studies (Alabede, 2012; Saad, 2011; Marshall et al., 2005;
Wenzel, 2004), the study considered hypothetical scenario cases to obtain data from
taxpayers regarding their compliance behavior, and taxpayers were asked to self-report
their compliance decisions. However, researchers raised concerns about this approach,
arguing that self-reporting on hypothetical scenario cases may not reflect the actual
behavior of the taxpayers (Abdullahi, 2017; Alabede, 2012; van Djike & Verboon,
2010). Thus, caution must be maintained to report the research findings. Another
limitation of the study is that this research adopted three public sectors (education,
health and police) as dummies to measure the QoG as recommended by (Charron et al.,
2015). However, QoG is a complex and multidimensional issue and there might be other

aspects that need to be addressed to define the QoG.

In addition, this study considered individual taxpayers of Bangladesh as research
respondents. However, the SMEs and business entities are not included here. Thus, the
scope of generalizing the research results is limited only to the individual taxpayers of
the country. Moreover, the capital city and the business capital city of Bangladesh,
namely Dhaka and Chattogram, respectively, were considered to select the study's
geographical area, and both cities represent the country's urban areas. Thus, this study

did not capture the perceptions of taxpayers from rural areas.

Lastly, this study considered a few factors (CoC, QoTS, SP, TR and
demographic factors) to examine their effect on TCB. However, there may be other
factors that are relevant to understanding TCB. The variables that are included in the
tax compliance model of the study has the potential to explain only 38.1% of the
variance of TCB of Bangladeshi individual taxpayers (adjusted r2 of regression model
3 was 38.1). There are other factors (around 62%) influencing TCB that have not been

incorporated in the model.
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7.5 SUGGESTIONS FOR FUTURE RESEARCH

The results and the limitations pointed out for this research depict some directions for
future research. Specifically, future study may include the constructs impartiality,
provision of public services and probability of being detected in the regression model,
which had been excluded from the statistical analysis of the study to avoid
multicollinearity issues. This approach may assist in examining the overall as well as
individual effect of each dimension of QoG and TSS in determining TCB. Moreover,
other possible ways, rather than hypothetical scenario cases and self-report strategy,
might be employed in future research to gather data from the taxpayers. In addition,
future research may include SMEs and business firms as research respondents and
conduct a comparative analysis on the TCB of individual taxpayers, SMEs and
businesses. This approach will give researchers a more comprehensive idea of the TCB

of Bangladeshi taxpayers.

Moreover, future studies may widen the geographical area of research and
include rural areas. That enables researchers to examine the TCB of taxpayers from
rural areas. Furthermore, comparing TCB between the taxpayers residing in urban and

rural regions might bring interesting outcomes.

In addition, more research should be conducted to examine the effect of other
potential economic, social, psychological, and cultural factors on TCB. This
recommendation is based on the call of prior studies to engage more effort in
determining TCB as it is one of the underdeveloped subjects in academic research
(Gangl & Torgler, 2020; Tilahun, 2019). Moreover, future research efforts should
include other relevant moderators, as prior studies concluded that the relationship
between TCB and its determinants may be moderated by other factors (Kirchler et al.,
2007). Furthermore, future research may consider employing mixed research methods
combining quantitative and qualitative approaches. This approach may assist
researchers in minimizing the issue of personal biases (Ernest & Danie, 2021; Creswell,

2009).

Moreover, due to the scant empirical studies on the context of LDC, researchers
call for embarking on more research on tax compliance issues to bridge the research
gaps between the developed, developing and LDC economies (Abdullahi, 2017,
Alabede, 2012; Chau & Leung, 2009; Torgler, 2007). In addition, highlighting the LDC
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context in tax studies will enable researchers to focus more on the situational

peculiarities of LDCs and provide specific policy implications.

7.6 CONCLUSION

This study primarily sought to examine the factors influencing the tax compliance
behavior of Bangladeshi taxpayers. Therefore, factors from economic, social and
psychological aspects, namely, dimensions of QoG, QoTS, dimensions of TSS and
demographic factors, were included in the tax compliance model and empirically
verified their impact on TCB. Moreover, the model also incorporated tax knowledge as
a moderator and examined how it interacts with the relationship between TCB and its
selected determinants (dimensions of QoG, QoTS and dimensions of TSS). Four
theories from social, psychological and economic disciplines, namely, the social
exchange theory, the social influence theory, the cognitive theory and the deterrence
theory, were employed to explain the relationship between different variables in the

model.

Therefore, a tax compliance model was presented for the individual taxpayers
of Bangladesh, and several recommendations covering both theoretical and policy
implementations were demonstrated. Hence, this effort will benefit the policymakers
and tax authorities of LDCs, especially Bangladesh, in formulating policies and action
plans to ensure economic propriety and sustainable development by enhancing tax

revenue earnings.
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APPENDICES
APPENDIX A: COVER LETTER AND THE QUESTIONNAIRE

A SURVEY ON FACTORS INFLUENCING TAX COMPLIANCE BEHAVIOR
IN BANGLADESH

Dear valued participants I am a Ph.D. student of the Department of Accounting in
International Islamic University Malaysia (IITUM). As a part of my study, I am
conducting a survey on the factors influencing tax compliance behavior in Bangladesh.
This survey will not take more than 20 minutes of your valuable time.
I do appreciate the way you will invest your precious time and sincere effort in
completing the enclosed questionnaire. I believe your active participation in this survey
will definitely contribute in widening the arena of knowledge, which helps the
concerned authorities to formulate policies to strengthen the country's main revenue-

earning sector.
Thanks in advance for your cooperation and assistance.

Best regards,

A M M Masrur Hossain,

Ph.D. candidate,

International Islamic University Malaysia
Kuala Lumpur, Malaysia

+60183848096

masrur.iium@gmail.com
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Instructions

The following instructions will be helpful in completing this survey.

1.

The study is to obtain information on your perception and opinion of the
Bangladeshi personal income tax system. Hence, there is no wrong or right
answer to the questions asked.

Please tick (v') the box you consider the most appropriate for each question.
Only one tick is to be made against each question, as more than one tick will
render the answer invalid.

The response will be treated with the ultimate confidence and used strictly for
academic purposes.

The anonymity of the respondent is guaranteed; hence do not need to write your

name on the questionnaire.
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SECTION 1
PART-I: TAX COMPLIANCE BEHAVIOR
HYPOTHETICAL TAX SCENARIO-1

Mr. Asad is currently working in a private firm and gets BDT 30000 as a monthly salary.
In Financial Year (FY) 2018-2019, the total amount that he received from his employer
was BDT 450000, which includes monthly salary, yearly bonus, and medical allowance.

Apart from these, he has some additional earnings, which he earned in cash, and has not
maintained any written documentation. He also contributed to the Liberation War
Museum as a charitable donation and presented a laptop to his sister-in-law as a gift,

and kept both receipts to claim a tax rebate.

Rental income BDT 40000
Income from lectures and training BDT 60000
Donation* BDT 50000
Gift* BDT 60000

*Donation refers to any financial contribution to the National Board of Revenue (NBR)

enlisted institutions.
*QGift to sister-in-law refers to the personal expense.

The personal income tax law of Bangladesh stipulates that tax must be paid for each
financial year ranging from 1 July of each year to 30 June of the subsequent year, and
the tax return of a completed financial year along with the payable tax amount must be
submitted to the tax authority before the ‘Tax Day’. 30 November, which is 150 days
from the commencement of the new financial year, is considered as the Tax Day in

Bangladesh.
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Q1. If you were in the position of Mr. Asad, indicate (v') the sources of income that

would you include in your tax return. SN M GNIK SHAHS F(e ATHFCO
OIR(eT ROP-005 PIRIL (PN (Pl (O] @H”@i@ szm ROIF 9
RGN 2> FATo?)

a. Income from employment [ ] b. Income from employment + Income from the rental

[]

c. Income from employment + Income from the rental + Income from training and

workshop [ ]

| ([TON T A 4| (TO + ©ONGI O A 5| (T + GG + AREHS ST
RN S|

Q2. If you were in the position of Mr. Asad, indicate (v') the sources of expenses that

would you include in your tax return. WA IM G WS Z0e AHFCo
IR OF P9 IR (P (PN YTOF I YR I (TS AT G5 TG
AV N FATO?)

a. Donation and Gift[ | b. Giftonly[ ] c¢. Donation only [ ]

T | YA & BHARIF 4| BRI 5T | AT |

Q3. If you were in the position of Mr. Asad, indicate (v') the dates by which you would
file your income tax return for FY 2018-2019. (AN IM QNI QSR (A

THFTO BIZ(A 205b-205% FAIRL WIFF O (I ©IfFC4 T fre~?)

a. 31 January 2020 [ ] b. 31 December 2019 ] c¢. 30 November 2019 [ ]

T OSTH TR 202038 Y| 0ST FOTITHT 209938 V| 9o NTOFI 05533
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Q4. If you were Mr. Asad, indicate (v') how many days you will take after completing
FY 2018-2019 to pay the income tax to avoid the penalty? (W IM G

AR B RO O (RN LN AN ARG A G 00b-
05> PRI MY AAPT FIIRT ANMCHES PO A(J ANFINY I (oq?)

a.210days[ ] b.180days[ ] c.150days|[ ]

F1 %0 AN 41 So A= 571 S¢&o M|

HYPOTHETICAL TAX SCENARIO-2

Mrs. Fathima is a full-time teacher. She had a taxable income of BDT 400000 from her
employer at the FY 2018-2019. She has a hobby to make handicraft items during leisure
time and selling these to her friends, neighbors, and colleagues. During that year, she
made a net profit of BDT 120000 from handicraft activity. She did not declare the profit
from handicraft in her tax return as that amount had been raised from her hobby instead
of her profession. Although it is the law to submit a tax return before the Tax Day,
which is 30 November 2019, she submitted her tax return on 15 February 2020 due to
her extreme workload regarding evaluating papers and publishing final results at that

time.

(TS FIST (1T GF G T BN R | fSfR 209b-209% WYIR(I OF
FAFA (ATF 800000 BIFT FACINN WY FRARA | fSfN SI577 STNCT T3MHg
T} (O LI O IFNR, ATSTIN 8 FZHN I A [T IV | OF IR
SN TV 271 [T FI TS FERREAN 20000 BT | (TZQ &F WHG
O (N (P (YF N IR O I SN FIG| (AF AT ©IR fof
WA IO B ST I® S $20000 BIFT AW SN | Fof 2050-205%
2 IR WA [T Gl TR S¢ (PRI 2020 | T RN A
RO o1 (MAF RY =062 F9 3T W] wo NTSFET N @ MO
FIOW ANEF TS A NS TNT WFHa [ G fArs AT
SR TN G AR 8 B (W 1)
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Q5. If you were in the position of Mrs. Fathima indicate (v') the amount of income that
would you include in your tax return. (@T'ﬂﬁ I TN PO B ATFroN
IR 205b-205 s FIIRLL STCAIG POOIRT S RO SHHA BTN A7+
PICOA?)

a. BDT 400000 [ ] b. BDT 120000 [ ] c¢. BDT 520000 [ ]
1 800,000 BIFI 4| $20,000 BIHFI 5| ¢20,000 GIP

Q6. If you were in the position of Mrs. Fathima, indicate (v') the dates by which you

would submit your income tax return for FY 2018-2019. (NI AN T NS TN
(e AFCON OIR(EA 05b-205h PR WF [FOH (N OIRCY Gl
IﬁC\-)KI?)

a. 15 February 2020 [ ] b. 15 January 2020 [ ] c. 30 November 2019 [ ]

F| 5¢ (TR 202032 Y| S¢ TRl 20203 5| V0 NTGTT 205533
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PART-II: THE QUALITY OF GOVERNMENT

The questions below are for you to express your perception about the quality of

government.

(A). Please indicate your agreement or disagreement with regards to the following
statements about the quality of government in terms of being impartial in conduct.
Impartial in conduct refers to such an approach of the government where all citizens
are considered equal and be treated equally regardless of considering their gender,
age, ethnicity, or religion. [‘1’ represents ‘Strongly Disagree’ (SD), and ‘5’ represents
‘Strongly Agree’ (SA)]

FRUFFOR TS WPIE TFFEI TN TFo N SifoRt@E™ Ay
WA AIF (IFNO N FO) HYAR FE AFH FPA| NIl
JE00 AT R(ER (T HTFIF AP NGRS TN [EQON FAE (Y’
THOR S OO & ‘¢ BEORK Y PHTNO B BH| )

Description ) | T——— SA

Q7. | As the representative of the people and the legitimate

body to run the country, the government conducts all
of its activities impartially. (GiN2TC~Ng AfefRfg 8
WO FONTF RO FAIPE Ol HAPe
FAFIG NICFFOIF S AIBEA FCA )

Q8. | Our government is consistently trying to retain and

increase the support of the people by providing
impartial public services. (fNITFOIG AL TIPS

CIRTYZ  AWMAT WS WINIAE STA31E
TSN SIF 8 TN T 141 8 I FAE G0
YIHIRIIRP O TGS BT AR )

Q9. | Public education sectors in my country provide
impartial opportunities to all citizens regardless of

considering people’s political, social, and or any other
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identity. (TN (MU AT #51 Afodr@sfet
AGLNOF, ANGF A9 T (FAS AIHT
fIIGN N FE AR VNI (F NI

SCN-[RLT (A1)

Q10.

In my country, people have confidence and trust that

they are getting better and impartial treatment from the

public health sectors ((MT¥ GNN(NG ATZ] &
ST SR (T O -1 SRR JBT 4TS (ACF O
AR FATORI BRI AT 2 FAR )

Ql1.

In any issues related to safety and security, I consider

going first to the police due to their professional and

bias-free services. (AR FHFNOAN (T
AT PR NANST 8 ST STF© (7
(PN BTO WM AYCAR ©nd AP0 MSTR
IRERICIRISIRIEIE)

Ql2.

Considering political, social, or any other identity,

certain individuals are given special preference in the
public health sectors in my country. (W,
SIS ST &= RGN Reasary fAes ke
M R MG (A1 =)

Q13.

Our government closely monitors the public sectors to
ensure impartial service to the people and takes

immediate action against those who are responsible for

violating this principle. (\GINAN(P DRSSO
Gl WwdkAl AP SEe  [Af[Rvens
NN )

263




Ql4.

Overall, it can be said that the public sectors of the
country performing well in providing impartial
services to the people of our country. (WW
4G I (WO AMF (T FRPR NI

WSS (T AU (LG OICe] QP ALUR)

(B). Please indicate your agreement or disagreement with the following statements

about the quality of government in terms of the provision of public services to its

citizens. (NINIPMA (AT AMMNI CF(E STTINRAI QAU T=E fNH=T
|3§|0@WWQ@TW AIEN QAR FT AR PPN

Description

Ql5.

I am satisfied with the quality of public education in my
country. (NNTF (MT*] BEEEIRIRR ISR
T =fa 51%)

Q16.

I am satisfied with the quality of public health service in
my country. (SR (TN TIFIAT BRI IR
RUBNR[SACIPRIECY:Y

Q17.

I am satisfied with the quality of the police force in my

country. (ST (AR <YfemY U3V W= N =iy
STBT)

QI8.

The measures that our government has taken to enhance

the quality of the police force are effective. (°Jﬁ"‘T

RN QU5T® NN J@d ACH WAL AP
Z

PRPL ANCHFA JRV PAR)

Q109.

The measures that our government has taken to enhance

the quality of the public education system are effective.
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CTRFIA PAFRIIER Q9% NN Jad 0w
WYAICH] ALPI <PRI/<D.<1 ARCHFA ARV BPER)

Q20. | The measures that our government has taken to enhance

the quality of public health sectors are effective.
IR FOfFeST GRIT W I 0% WNIRA
AP FIEFI GOSN A=A PlAR)

Q21. | Overall, it can be said that our government is performing

very well in terms of providing quality services to the

people. CTMNIAFOIT JeT (IO AF (T GNONN
NP6 WO AT (MR T STIH1H 5NRIIE
PG FF AMCR)

(C). Please indicate your agreement or disagreement with the following statements

about the quality of government in terms of combating corruption in the country.) ((RT*
NS AN AIFIIT W STAFS fNHT RIOSTEAR GFla N SHIZ
AR P AP FPA)

Description ) ) —— SA

Q22. | Our government is committed to combating corruption

in the public health sectors. (WT%)[ IEE2 S IEACE|
TNI1S (Y NI STIBIE I5N{H9)

Q23. | Our government is committed to combating corruption

in the public education sector. (ﬂ?ﬁﬂ% IRRARIACE|
TN (@Y SN TP IaARTHA)

Q24. | Our government is committed to combating corruption
in the police force. (ST ARNT 'ﬁﬁ“\‘) (1Y
LY (42T R B A B ISR | B )
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Q25.

People have to pay extra money to get their due
services from the public health sector. Wﬁ)[
fofFesT 4o (AF A ARTIAISTET (TS
SR (AR GNP SO ST A IO

EY))

Q26.

The measures that our government has taken to combat

corruption in the public education sectors are working

effectively. (SIW%)[ IRRIIEIISCE| 'ﬁﬁ“\‘) (1Y
WINRE TR (T MR [NR o Frfed
()

Q27.

The measures that our government has taken to combat

corruption in the public health sectors are working

effectively. (STIFIA OIS UTST HNITS (A
WINRE SRR (T MR [N ©f Frfed

RAR)

Q28.

The measures that our government has taken to combat

corruption in the police force are working effectively.

(ffem AR TS @Y AN TR (T
AMCHH IR O FILFT ()

Q29.

The Anti-Corruption Commission (ACC) of our

country is performing very well to make the country
corruption-free. (TNICHF CHT* ﬁ_ﬁ“\') ]85 ‘Gﬁ“\')
TN S Y Ol FIG FACR)
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PART-III: THE QUALITY ONLINE OF TAX SERVICES

The questions below are for you to express your feeling on the quality of online tax
services provided by the NBR to the taxpayers in Bangladesh. (ﬁ'CT‘l]?l' Ra AR PV
AT G QS FOF AN WNARN (AT AYRT IMI AN
Wfoeeo] AP G P IAACR)

The questions below are for you to express your feeling on the quality of online tax

services provided by the NBR to the taxpayers in Bangladesh in the course of

discharging their tax obligations. Please indicate whether you agree or disagree with

the following statements. (FNTUK SPYSTYR AT AT A6 FoF ANY
WNAIRN (O] STY(RT FANE WAV Nfwssol AFH G) B AR

Description

SD

SA

Q30.

The NBR has a very useful and informative

website. (GTOIT G ([ATEHT IH6 SATIN
S92 OF Yz STIIRE WACR)

Q31.

I can get the necessary and updated information

from the NBR’s website. (@I\‘)Iﬂ BICE @m
STTINR0 (YT W (T (FN NG ©F
(TS TR )

Q32.

I can easily submit my tax return through e-filing

of NBR. (SN ¢J =G WFHI [FoN 2-
PIRfele 9 LN ST fAto A1)

Q33.

I can easily pay the tax amount through e-payment
of NBR. (WY 43 J=(T 2-FIRfL I WLITN
WA AN FACO AMF)
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Q34. | The NBR provides user-friendly online services.
CISEEIE QG FIZAFIN ATHI A2
AT AN P )

PART-IV: TAX SYSTEM STRUCTURE

The questions below ask about your perceptions regarding the impact of tax system
structure to influence your tax compliance behavior. (P W12 (N AT AGINP
ATIRS BE IV I TLAOF BAMN ST$ WA FWfoq© G
UM TR 2% TR BT AA(R)

(A). Imagine Mr. ‘A’ has been paid some amounts in cash for work that he has done
outside his regular job. He did not declare it on his income tax return. Besides, Mr. ‘A’
has claimed some amount as work deductions, which had nothing to do with work.

Indicate the extent of your agreement or disagreement with the statements below.

(PG FPA GAEIF 9’ ©F [NIfe 5rHiEd IR0 Sfofde FIToe G 8
BIFI F51H (RN T o[ AT amsa [{on ovsiq e W1 93
AP fSfN B9 (FO© 97 T U Y (MR T AFOTHFH Ol
FIG AN T=NF© 7| A2 (AFCS R [RIFOSTAR AL AN HIEA
AP FHEN )

Description SD SA

Q35. | There is a high chance that the tax authority would

catch Mr. ‘A’ if he did not include his extra income
in the tax return. (G ‘&’ M ©OF BIPRIT
IR WSS GAGr BT B4 Roe
AN N BN O I PO OB 4K

(AT YR AV I(A(R)

Q36. | There is a high chance that the tax authority would

catch Mr. ‘A’ if he had claimed the amount as a
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deduction. (GNIF &’ M ©F SMY STAFw
O b I P B S S 1 (ACT AU G VA KR
RO S BN O FF FOTH O
U (el TR ABIRAT (AR )

Q37.

The tax authority has enough workforce in its audit

team to catch Mr. ‘A’. (FF POATHI W6
Bty (Y8 G<e | TR G A7 FF
FIP (AR SUHHT GHNES FIG YR GO
NI)

(B) Assuming Mr. ‘A’ did get caught for not declaring the extra income and claiming

the deduction stated in Q50 and QS51, respectively, indicate your agreement or

disagreement with the following legal consequences that Mr. ‘A’ would face. (PHNI

PPN G “Q'T P TIPS (MK BUHNT FO PG YR (€0 8 ¢ w2 2ATH
TA®) T PO Yd (FEIRN, O (FIN YN 2N ATCHNT
WA OF RO R(F I WA NN FE~? WA [RIPoST@Emg sm
NN TIE[ AP F 1)

compared to the amount of tax saving due to not
complying with the tax law. (\GNI] ‘&’(P OIF
IAMS P (GLNS @R AR WfyE 7
AR FICO =)

Description SD SA
Q38. | Mr. ‘A’ needs to pay the tax that he owes, together

with interest on it. (GNIF ‘& (P Ol AANSG

PN AR AN RO R({T)
Q39. | Mr. ‘A’ has to give a larger amount of penalty
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Q40. | Mr. ‘A’ has to face legal charges in the relevant
court. (GINIF & ( HHT AMIEATS NN

WA 20O =J )

Q41. | The tax authority practices serious enforcement

and the larger amount of penalty to deter tax non-

compliance. (F PIP (Y NNE (MTHF
PO T ATAMAT WP TG AR I
ACH |

(C). Indicate your agreement or disagreement on the following statements concerning

tax rates in Bangladesh. (IR Pg RACI] ~NIIJOI Fe NEa
RIFOSTETT ST TN HIZN AFH S 1)

Description SD SA

Q42. | Under the existing tax laws of the country, I

believe the burden of income tax is fairly

distributed. ((MC¥E RWINN $9 R
WIHFEL O ARAd OANT o Sy
SIRUSER])

Q43. | Wealthy classes in my country are not paying fair
amount of tax in against their income. (NINICM]
LI

Q44. | The NBR practices a progressive tax rate. (@I\'ﬂ |
AGF Q@6 (AT PRI HPATY RH)

Q45. | Tax rebate has not been allocated fairly in the tax
system of my country. (NINI(HS (MC* <P

[IZT 9 (TS AT O I6+ HT =TT )
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PART-V: TAX KNOWLEDGE

Based on your knowledge please indicate your agreement or disagreement on the

following statements. (¥ STAFS BNT SCANF R [RIFGSTEAF S
AN AIZ AT F)

Description SD SA

Q46. | The interest accrued on the savings account is a

taxable income under the Bangladesh Income Tax
Law. (726 2SI I % RO F7
W2 SR JH5T0 FF 191 ™)

Q47. | A medical allowance from the employer for heart

surgery is a taxable income under the Bangladesh

Income Tax Law. (JMCAICNT AN T GT

AT ome BT orer RN %7
RN I B0 FF (I W)

Q48. | Prize money from the employer is a taxable

income under the Bangladesh Income Tax Law.

e oM ARG WA R[N F9
TR RN JH0 FF (5T )

Q49. | A donation to the Ahsania Mission Cancer

Hospital can be deducted as a tax rebate under the

Bangladesh Income Tax Law. (AT =N
P TANONA Nyuiw [N F

WIENT WA JHT0 T (FASTI5T A1)

Q50. | The deposit of installment to a pension scheme can

be deducted as tax rebate under the Bangladesh
Income Tax Law. ((F¥N (N o S
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TN 9 WRET WS g6 B
(ITSTI9 )

Q51. | The holding tax on a house/property can be

deducted as a tax rebate under the Bangladesh

Income Tax Law. (R ™(Md BAT (G
I RMTNIN 9 S3Ae WA 0
(ST I7T)
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SECTION-2

DEMOGRAPHIC INFORMATION
(CIAALYTTOI @S ©AT)

Instruction: Please (v') beside the suitable answer.
(i) Gender (fe129T)

|:| Male |:| Female

(ii) Marital status (WW

O single O Married  [J Divorced/ Widowed

(iii) Age group (I¥3)

O
18-30 years [] 31-50 years Above 50 years

(iv) What is your highest level of education completed? (T*ﬂ'a(fﬁﬁ IREIRI)
CHI9TT)

Ownscy Diploma []  Bachelor degree [0 Master’s degree [] Other (Please

(v) Occupation (CH*)

[0 Government service [] Private sector O self-employed O Other (Please
specify).............

(vi) Gross Monthly income (BDT) (CNTB NIf3513 &)

O 25,000-50,000 [ 50,001-100,000  [J>100,000
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(vii) Location

O Dhaka O Chittagong
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3| ICB TRANSLATION CENTRE

(Government Approved Licence Reg. No.-12571)
49, Shahi Jame Masjid Market (1st Floor) Anderkilla, Chattogram, Phone : 01711-572378, Email-morshedahsan012@gmail.com

Ref. : Date : 0'77'0%, LYEN

TO WHOM IT MAY CONCERN

This is to certify that we have translated a questionnaire "A
survey on factors influencing tax compliance behaviour in
Bangladesh" from English to Bengali, presented before us by A
M M Masrur Hossain, a Ph.D candidate of International Islamic
University Malaysia (IIUM).
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APPENDIX B: KREJCIE AND MORGAN’S DETERMINING
SAMPLE SIZE FOR A GIVEN POPULATION

N & N & N &
10 10 220 140 1200 291
15 14 230 144 1200 297
20 19 240 148 1400 302
25 24 250 152 1500 306
30 28 260 155 1600 310
35 32 270 159 1700 313
40 36 280 162 1800 317
45 40 290 165 1900 320
50 44 300 169 2000 322
55 43 320 175 2200 327
60 52 340 181 2910 331
65 56 360 186 2600 335
70 59 380 191 2800 338
5 63 400 196 3000 34
80 66 420 201 3300 344
85 70 440 205 4000 351
o0 73 460 210 4300 354
95 76 430 214 5000 357

100 30 500 217 6000 361

110 36 550 226 7000 364

120 92 600 234 3000 367

130 97 650 242 S0 368

140 103 700 248 10000 370

150 108 750 254 15000 375

160 113 800 260 20000 3

170 118 850 265 30000 379

180 123 900 269 40000 380

190 127 950 274 50000 381

200 132 1000 278 75000 382
210 136 1100 285 1000000 384

Note —Nis population size.  §'issample size.
Source: Krejeie & Morgan, 1970
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APPENDIX C: MULTIPLE REGRESSION ANALYSES (SPSS

OUTPUT)

1. Multiple regression analyses results of model 1.

Model Summafyb
Change Stafistics
Adpsted R Std Ervor of the

Model R R Square Saere Estimate R 3quare Change  F Change dft a2 Gig FChange  Durbm-Watson
1 619 34 369 79441054 34 26.201 9 9 <001 1734
& Predictors: (Constant), Income level, Education, Gender, Tax Rate, Occupation, Age, QOTS, Contrel of Corruption, Severty of Penalty
b Dependent Vanable TCB
ANCOVA®
Madel Sum of Scuares df IMean Square F Sig.
1 Eegression 148 818 9 16.535 26.201 <001°

Eesidual 239 182 379 631

Total 388.000 388

* Dependent Vanable: TCB

b Predictors: (Constant), Income level, Education, Gender, Tax Eate, Occupation, Age, QOTS,

Control of Corruption, Severntty of Penalty
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Coeffcints

Sndardzed
Urnstandardzed Coefiens — Coefhtents Corelations Colienty Statstes
ol I N\ . t S leoodr  Pmd Pt T VI
I (Coustant) A8 T <l
Controlof Compton 131 0l 1l B R ) Y ¢ (AN (1 1 N {4
QOTS Q008 o o1 I 1 N S A !
Sevetyof Pty 316 [ kil N1 E S ] 5 1 A N | (A 41
Tax Rate o w 04 o5 1 O T | N 1 1 Y I/ T B
Geader ) 05 il b4 3 ;W K 10%
Age M [ i R I N S 1 T A )
Educaion 168 [H} 1% M 0rmo s om0 U
Occupeten 0N it S T T A S B 1
Tncome lve L 076 18 5% < Mmoo mo 8 LI
* Dependent Varle TR

Frequency

50

40

30

20

Histogram
Dependent Variable: TCB

-2

-1 1] 1 2

Regression Standardized Residual
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Normal P-P Plot of Regression Standardized Residual
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2. Multiple regression analyses results of model 2.

Model Summajj‘b
Change Statistics
Adpusted B Std. Error of the
Model E R Square Square Estmate E Square Change  F Change dfl a° Sig F Change  Durbin-Watson
1 620° 38 368 79519728 38 23360 10 3 <001 1734

& Predictors: (Constant), Income level, TK, Education, Tax Rate, Occupation, Gender, Age, QOTS, Control of Corruption, Seventy of Penalty

b'Dependent Vanable TCB

ANOTA®
Iodel Sum of Squares df Idean Square F Sig.
1 Eegression 148.976 10 14 898 23560 < 001°
Eesidual 239.024 378 632
Total 388.000 388

% Dependent Vanable: TCE

b Predictors: (Constant), Income level, T, Education, Tax Eate, Occupation, Gender, Age,

QOTS, Centrol of Cormuption, Seventy of Penalty

280



Cosfficients”

Standardized
Unstandardized Coefficients — Coefficients Correlations Colinearty Statistics
Model B ot Error Beta t Sg o Zeo-order  Parl Pt Tolerance VI
1 (Constat) -84 258 1139 <001
Control of Corruption 130 032 130 1518 (1 307 128 102 614 1628
Q0T - 008 039 - 008 - 143 386 313 - 007 - 006 476 2101
severty of Penalty 316 036 316 3633 <001 44 ik 2 Al 1933
Tax Bate -04 047 -04 -503 615 193 -02 -020 8 134
K -021 041 -0 -500 617 -008 -026 -020 967 1034
Gender 600 093 265 6421 <001 313 314 259 957 1045
Age 248 07 135 3155 002 236 160 17 897 1115
Educatton 167 032 134 3190 00 213 162 129 0 1078
Oceupation -101 04 -7 -1878 061 -126 - 096 -076 960 1041
Income level 34 076 185 4252 <001 346 214 1n 857 1.166
* Dependent Vanable: TCB
Histogram
Dependent Variable: TCB
Mean = -2 6BE-16
40 Std. Dev. = 0.987
M =389
30
iy
c
3
8
[
10
0

-1

0

1

Regression Standardized Residual
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Y
=

Normal P-P Plot of Regression Standardized Residual
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3. Multiple regression analyses results of model 3.

Model ermmarj'b
Change Statistics
Adpusted R, atd. Error of the
Model E R Seuare Square Estinate R Square Change  F Change dfl df Sig F Change  Durbm-Watson
1 635° 404 381 78648497 404 18.090 14 374 <001 1752

& Predictors: (Constant), Income level, TK, Mod_TE_COC, Education, Occupation, Tax Rate, Gender, Age, Mod_TK_TR, QOTS, Mod_TK_SP, Contrel of Corruption,

Severity of Penalty, Mod_TK_QoT2

b Dependent Vanable: TCB

ANOVAR
Model sum of Squares df Mean Square F Sig.
1 Fegression 156.659 14 11.190 18.090 < 001"
Eesidual 231341 374 619
Total 388.000 388

& Dependent Variable: TCB

b Predictors: (Constant), Income level, TE, Mod TE COC, Education, Cceupation, Tax Eate,
Gender, Age, IMod TE TE, QOTS, Mod TE 5P, Control of Cormuption, Seventy of Penalty,

Mod_TE_QoTS
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Coefficients”

Standardized
Unstandardized Coefficients Coeflicients Correlations Collneartty Statistics
Model B Std. Error Beta t Sig Zero-order  Partial Part Tolerance VIF
1 (Constant) -1.873 256 -1308 <001
Control of Cormuption 120 051 120 2332 020 307 120 093 606 1.650
Q0TS 004 058 004 076 939 313 004 003 472 2118
Severtty of Penalty 308 056 308 5.542 <001 A4 21 bl 516 1.938
Tax Rate -034 Ly -034 =128 466 193 -038 -029 720 1.388
TX -014 o4 -014 -333 139 -008 -017 -013 938 1.044
Mod_TK_COC -152 049 -154 -3.066 002 -163 -157 =122 632 1.582
Mod_TK_3P 109 055 114 1.978 049 -017 102 079 484 2.066
Mod_TK_TR -004 045 -004 -.093 926 =072 =005 -004 721 1.376
Mod_TK_QoT3 -007 059 -007 -110 e -071 -.006 -004 441 2.266
Gender 592 093 262 6.356 <001 ik 312 254 940 1.064
Age 23 078 126 2.9%0 003 236 153 119 892 1121
Education 176 052 14 3.380 <001 213 An 135 921 1.086
Occupation -090 053 -069 -1.698 090 =126 -087 -068 952 1.050
Income level 339 076 194 4460 <001 346 225 178 845 1.184
& Dependent Variable: TCB
Histogram
Dependent Variable: TCB
Mean = 7 99E-17
50 Stl. Dev. = 0.982
M =389
40
E. 30
[
3
o
e
TR
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TCB

Normal P-P Plot of Regression Standardized Residual
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