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Abstract
This research was conducted to examine and determine the factors that influence taxpayer compliance with

risk preference as a moderating variable. The independent variable used in this study is understanding of
taxation regulations, tax sanctions, and tax rates. The population in this study was 1,613,317 taxpayers
registered at SAMSAT Bekasi City. Sampling was done using the Accidental Sampling method on taxpayers
registered at SAMSAT Bekasi City which produced 99 samples. The data analysis technique used is
Structural Equation Modeling (SEM) using the Partial Least Square application with a significance level of
5%. The results of this study indicate that understanding of tax regulations, tax sanctions, and tax rates has
a significant effect on the level of compliance of taxpayers, risk preference does not significantly influence
the relationship between understanding of tax regulations on tax compliance levels and risk preference has
a significant effect on the relationship between tax sanctions with taxpayer compliance level.
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1. Introduction

In general, tax is compulsory contributions paid by the people to a country which useful for the
benefit of government and society because tax is state revenue that will be used for the construction of
public facilities. Therefore, taxes are important for state income. National development is one of the
ongoing government activities continuously. State revenue in 2018 amounted to Rp1,942.3 trillion or
102.5% with the tax ratio reaches 11.5% of the increased Gross Domestic Product (GDP) by 0.8% from 2017
(Kemenkeu, 2019). Even so, the acceptance ratio tax in Indonesia is the lowest among the G-20 countries
and countries emerging markets. To be equal to developing countries, Indonesia needs to have a tax ratio
of 20% of GDP. To achieve this target the government seeks to reform taxation in various ways, one of
which is building tax compliance and awareness. level of compliance Indonesian people in paying taxes are
still very low compared to other countries, as a comparison of the tax ratio in Malaysia of 16%, the
Philippines 14%, Thailand 17%, South Korea 25%, South Africa 27%, and Brazil 34% (Detik Finance, 2018).

One of the local taxes levied by the local government from the people is tax Motorized Vehicles in
2018, the tax target in Bekasi will reach Rp. 928,833,000,000, but the realization was 35.13% or Rp.
326,292,255,850, with a total of 1,459,933 units of motorized vehicles. In April 2018, 546,922 units of
vehicles have not been paid annual taxes motorized vehicles or 37.46% (Tribun, 2018). In January 2019, the
number of motorized vehicles was at Bekasi as many as 1,613,317 units, while the number of motorized
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vehicles is as much 620,073 units are still in arrears on motor vehicle tax with the potential for mandatory
receivables the tax is estimated to be more than IDR 186,000,000,000. According to research results in the
field the reason Bekasi residents are in arrears in tax payments is because lack of awareness of paying taxes
and his financial condition (Tempo, 2019).

Based on the above, the researcher wants to conduct a research related to tax compliance. One
reason for the low morale of a tax is a tax rate that is too high so it is burdensome for the mandatory tax. In
the study of Atawodi and Ojeka (2012) high tax rates is a factor the most important thing that causes non-
compliance with taxes. Tax rate motorized vehicles are regulated in Law No. 28 of 2009 article 6, namely
for first motor vehicle ownership is at least 1% (one percent) and the highest of 2% (two percent). There
are a number of studies related to the effect of tax rates on taxpayer compliance such as research
conducted by Cahyani and Naniek (2019), Tawas et al. (2016), Helhel and Helhel (2014), Atawodi and Ojeka
(2012) where the results of the study stated that Tax rates have a positive effect on taxpayer compliance.
Results of the study inversely proportional to the research conducted by Mas'ud et al. (2014) which the
results of the study tax rates have a negative effect on taxpayer compliance, and research conducted by
Mustofa et al. (2016), Yusro and Kriswanto (2014) which stated that the tax rate is not affect the
compliance of taxpayers.

In addition, an understanding of tax regulations is also a factor which affects taxpayer compliance. If
taxpayers understand more about taxation regulations, the more taxpayers will understand the sanctions
that will be accepted if they neglect their tax obligations (Ananda et al., 2015). There are a number of
studies related to understanding regulations taxation of taxpayer compliance which is the result of the
research understanding of tax regulations has a positive effect on mandatory compliance taxes (Cahyani
and Naniek 2019, Mareti and Dwimulyani 2019, Asrianti, 2018, Utari and Setiawan 2019, Ananda et al.
2015, Adiasa 2013). The results of the study are inversely proportional to research by Syah and
Krisidiyawati (2017), Andinata (2015), Mas'ud et al. (2014) in which the understanding of tax regulations
has no effect taxpayer compliance.

Another factor that is considered to affect tax compliance is tax sanctions. There are a number of
studies related to the effect of tax sanctions on taxpayer compliance conducted by Cahyani and Naniek
(2019), Mareti and Dwimulyani (2019), Asrianti (2018), Syah and Krisdiyawati (2017), Setiawan and Meliana
(2017), Tawas et al. (2016), Helhel and Helhel (2014), Ardyanto and Utaminingsih (2014) where the results
of the study stated that tax sanctions have a positive effect on taxpayer compliance. The results of this
study are inversely proportional to that of the study conducted by Rahmawati and Yulianto (2018),
Andinata (2015), Pranata et al. (2015) which states that tax sanctions do not affect the tax taxpayer
compliance. According to Alabede et al. (2011) things that must be considered in taxpayers making tax
payments is a risk that taxpayers must consider before making tax payments. Torgler (2003) conveys that
decision a taxpayer can be influenced by his behavior towards the risks faced. Based on the description that
has been stated above, the main problems are will be examined as follows:

a) Does understanding of tax regulations affect on taxpayer compliance?

b) Does the tax sanction affect on taxpayer compliance?

c) Does the tax rate affect on taxpayer compliance?

d) Does risk preference affect on taxpayer compliance?

e) Does risk preference can moderate the relationship between understanding of tax regulations
with taxpayer compliance?

f) Does risk preference can moderate the relationship between tax sanctions with taxpayer
compliance?

2. Literature review
2.1. Prospect theory

Prospect theory is a theory that explains how one takes decisions in uncertain conditions. Prospect
theory was first developed by Daniel Kahneman and Amos Tversky in the early 1980s, where this theory is
includes two scientific disciplines namely psychology and economics which is an analysis a person's
behavior in making decisions between two choices. Related research uses prospect theory as a theoretical
basis for examines taxpayer compliance with risk preferences as moderation, which is Mareti and
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Dwimulyani (2019), Irawati and Sari (2019), Tambun and Witriyanto (2018), Setiawan and Meliana (2017),
Ardyanto and Utaminingsih (2014), Adustom (2013), Aryobimo and Cahyonowati (2012), Alabede et al.
(2011), and Torgler (2003). The relationship of this research to prospect theory is to explain preferences
risks can affect taxpayer compliance. If a taxpayer has high risk, the taxpayer will not necessarily pay the
obligation the tax because if the taxpayer has the risk seeking nature though taxpayers have a high risk
then it will not affect taxpayers to keep paying taxes, whereas taxpayers who have the risk aversion if
taxpayers have low risk, the taxpayers will avoid it tax liability.

2.2. Theory Planned of Behavior

Theory of planned behavior is a theory that emphasizes the rationality of human behavior is also in
the belief that the target behavior is below control of individual consciousness. According to Ajzen (1991),
individual behavior is influenced by individual's intention (behavioral intention) towards that particular
behavior. There are three Components in Theory Planned Behavior, include: Behavioral beliefs, individual
beliefs will result from a behavior and evaluation of these results (beliefs strength and outcome
evaluation), such as taxpayer awareness. In addition, normative beliefs, namely beliefs about the normative
expectations of others and motivation to meet these expectations (normative beliefs and motivation to
comply), like understanding tax regulations. Next, Control beliefs about the existence of things that support
or inhibit that behavior will be displayed (control beliefs), such as tax penalties and tax rates and
perceptions about how strong the things that support and hinder the behavior (perceived power). Barriers
that may arise when the behavior is displayed can come from within oneself and from the environment.

This theory explains that taxpayers will comply or not in their obligations in the field of taxation by
considering the benefits and effects of his actions in paying taxes. In addition the taxpayer will consider the
information obtained from outside. Thus, taxpayers will be influenced by certain factors in His actions are
control of trust. Research that uses theory of planned behavior as a theoretical basis for examining
taxpayer compliance, Widanaputra and Ratnadi (2019) using the independent variable awareness of
taxpayers, obligations moral, and environment, Novianti and Dewi (2017) with independent variables which
used is tax amnesty, and Nugraheni and Purwanto (2015) with variables independent awareness of
taxpayers, tax knowledge and understanding, sanctions tax, the tax authority, the quality of tax services,
attributable justice, procedural justice, and interactional justice.

3. Development of Hypotheses and Research Models

The development of hypotheses in this study is based on factors that are allegedly having an
influence on the level of tax compliance, so that it can formulate as follows:

3.1. Effects of Understanding of Taxation Regulations on Taxpayer Compliance

An understanding of taxation is needed so that taxpayers understand, understand, to be able to
apply what is contained in the regulations listed. In research Cahyani and Naniek (2019), Mareti and
Dwimulyani (2019), Utari and Setiawan (2019), Asrianti (2018), Mustofa (2016), Ananda et al. (2015), dan
Adiasa (2013) examine the influence of understanding of regulations taxation of taxpayer compliance. The
results of previous studies stated that understanding of tax regulations has a significant effect on taxpayer
compliance. Based on the description above, a hypothesis can be formulated as follows:

H1 = Understanding tax regulations has a significant on rates taxpayer compliance.

3.2. Effects of Tax Sanctions on Taxpayer Compliance

Tax sanctions must be given as a form of punishment for taxpayers who are breaking the rules will be
a deterrent so as not to repeat it again so creating an increase in tax compliance. In Cahyani and Naniek's
research (2019), Mareti and Dwimulyani (2019), Asrianti (2018), Mustofa et al. (2016), Syah and
Krisdiyawati (2017), Setiawan and Meliana (2017), Tawas et al. (2016), Helhel and Helhel (2014), Ardyanto
and Utaminingsih (2014) tested tax sanctions for taxpayer compliance. The results of previous studies
stated that tax sanctions have a significant effect on taxpayer compliance. Based on description above,
then the hypothesis can be formulated as follows:
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H2 = Tax sanction has a significant effect on taxpayer compliance.
3.3. Effect of Tax Rates on Taxpayer Compliance

The tax rate is the amount of value that must be paid by taxpayers to country through the fiscus. In
the study of Atawodi and Ojeka (2012) stated that exorbitant tax rate cause taxpayer non-compliance. In
the research of Cahyani and Naniek (2019), Tawas et al. (2016), Helhel and Helhel (2014), and Atawodi and
Ojeka (2012) examine the tax rate on taxpayer compliance. The results of previous studies stated that the
tax rate has significant effect taxpayer compliance. Based on the description above, it can be formulated
hypothesis as follows:

H3 = Tax rates has a significant effect on taxpayer compliance.

3.4. Effect of Risk Preference on Taxpayer Compliance

According to Torgler (2003) Risk preferences can affect a person's decision taxpayers against the risks
faced. The risk of being the one considered taxpayers in paying taxes (Alabede et al., 2011). When risk
preferences have a strong relationship with taxpayer compliance, then the level of taxpayer compliance will
be low. In the research of Dwi et al. (2019) as well Aryobimo and Cahyonowati (2012) risk preferences have
a positive effect on taxpayer compliance. On the other hand in the research of Irawati and Sari (2019),
Setiawan and Meliana (2017), Adiasa (2013) risk preference has no effect on compliance taxpayer. Based
on the description, the hypothesis can be formulated as following:

H4 = Risk preference has a significant effect on taxpayer compliance.

3.5. Effects of Risk Preference on Relationships Between Understanding of Tax Regulations with
taxpayer compliance

Risk preference as a moderating variable which means risk preferences can be strengthen or weaken
the relationship between understanding of tax regulations with tax compliance. In dealing with risks that
are happens every taxpayer must have a decision to face a risk. When the taxpayer has problems in his
social life, such as lack information about taxation or changes in policy will affect taxpayer compliance. In
the research of Dwi et al. (2019), Utari and Setiawan (2019), Asrianti (2018) Risk preferences can
moderated understanding about tax regulations with taxpayer compliance. Therefore, researchers are
interested re-test the hypothesis to find empirical evidence so that the hypothesis which was formulated in
this research, include:

HS5 = Risk preference has a significant effect on the relationship between understanding of tax
regulations with taxpayer compliance.

3.6. Effects of Risk Preference on the Relationship between Tax Sanctions with taxpayer compliance

One of the goals of tax sanctions is to create compliance with payments tax. According to Elin and
Susi (2019) tax sanctions are a deterrent to compulsory tax does not violate existing rules. When the
taxpayer does not pay tax the vehicle will risk being netted in zebra operations carried out by the
authorities the police, administrative fines. So with these risks it will affect taxpayer compliance. When
taxpayers have jobs that are not still, taxpayers are aware of existing sanctions if they do not comply with
existing regulations and will add to the burden because many risks will be faced. This is in line with
prospect theory which the risk of financial condition is able to influence tax compliance that will result in
tax penalties if you do not pay the tax. In the research Asrianti (2018) risk preferences affect the
relationship of tax sanctions with taxpayer compliance. Therefore, researchers are interested re-test the
hypothesis to find empirical evidence so that the hypothesis which was formulated in this research,
include:

H6 = Risk preference has a significant effect on the relationship between tax sanctions with taxpayer
compliance

4. Methodology of research

The method in this study used a questionnaire survey to taxpayers registered in SAMSAT Bekasi. A
total of 99 questionnaires were returned. The hypothesis in this study was tested using Structural Equation
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Modeling (SEM) by the Smart Partial Least Square (PLS) application. The dependent variable in this study is
taxpayer compliance measured using indicators adopted from research conducted by Rahmawati and
Yulianto (2018).

The independent variable in this study was to understanding of tax regulations measured using
indicators adopted from Adiasa (2013), tax sanctions from Ardyanto and Utaminingsih (2014), and tax rates
from Cahyani and Naniek (2019). In addition, the moderating variable in this study is risk preference
measured using indicators adopted from Adiasa (2013). This study was measured using a Likert scale with 5
levels (1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree).

H1

Understanding Regarding H4
Tax Regulations __—z‘r“
H3
Tax Sanctions H2
r’
Tax Compliance
Hb
Tax Rate H3
Risk Preference |
Ha

Figure 1. Conceptual Framework

5. Results and discussions

Validity and reability tests are done before testing hypothesis. Test the validity by looking at the
extracted average variance (AVE) with suggested values above 0.5 and reability test with see the value of
Composite Reliability and Cronbach's Alpha. Composite reliability value for all constructs above 0.7 which
means all constructs in this study, it is estimated that it meets the criteria and values suggested in
Cronbach's Alpha is above 0.6 for all constructs (Ghozali, 2014). Besides that, in assessing a model with PLS
will begin by looking at R- Square (R?) for each dependent latent variable (Ghozali, 2014). Test results
validity and Reliability can be seen in the following table:

Table 1. Validity and Reliability Test Results

R?2=0,612
Variabel AVE Composite Reliability Cronbach’s Alpha
KP 0,575 0,841 0,743
PPP 0,534 0,821 0,709
PR 0,502 0,922 0,909
SP 0,631 0,872 0,803
TP 0,715 0,834 0,607

In the table above, the lowest AVE value is 0.502 at moderating variable is risk preference. Then it
can be concluded that throughout variable is declared valid. Then, the lowest value in the Composite
Reliability value is 0.821 for the variable understanding of tax regulations so it can be concluded that all
variables in this study have good reliability of each construct and Cronbach’s value Alpha for the lowest is
0.607 at the tax rate so it can concluded that all variables in this study had a reliability good for each
construct. R? test resultstax compliance is equal to 0.612 thus indicating that the variable is latent
independent namely understanding tax regulations, tax sanctions, tax rates, and moderation variables is
risk preferences, can explain latent variables dependent: taxpayer compliance of 61.2% and the remaining
38.8% explained by other factors outside this research such as socialization taxation, taxpayer awareness,
and others.
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Table 2. Results Hypothesis Test Path & Bootstrapping Algorithm

Hypothesis Variable Path Coefficient T Statistics P Values
H1 PPP -> KP 0,206 2,230 0,026
H2 SP ->KP 0,458 5,119 0,000
H3 TP ->KP 0,222 2,346 0,019
H4 PR ->KP -0,119 1,947 0,052
H5 PR. PPP -> KP -0,015 0,157 0,875
H6 PR. SP -> KP 0,193 2,045 0,041

The results of testing this hypothesis use the structural equation modeling (SEM) model using smart
PLS software version 3.0. Table 2 shows that understanding tax regulations (PPP, t = 2.230 and p-value =
0.026), tax penalties (SP, t = 5.119 and p-value = 0,000), and tax rates (TP, t = 2,346 and p- value = 0.019)
affects taxpayer compliance (KP), which means H1, H2, and H3 are accepted. Meanwhile, risk preference
(PR, t = 1,947 and p-value = 0.052), which means H4 is rejected. The risk preference in moderating the
understanding of tax regulations (PR. PPP, t = 0.157 and p-value = 0.875) does not affect taxpayer
compliance, which means H4 is rejected. Finally, risk preference in moderating tax sanctions (PR. SP, t =
2.045 and p-value = 0.041) affects taxpayer compliance. Understanding tax regulations has a significant
effect on taxpayer compliance.

Understanding tax regulations has a significant effect on the level of tax compliance. This shows that
the higher the taxpayer understands the tax regulations that have been set; the taxpayer tends to be
obedient in paying his obligations. The results of this study are supported by research of Cahyani and
Naniek (2019), Elin and Susi (2019), Asrianti (2018), Mustofa et al. (2016), Post et al. (2015), and Adiasa
(2013) who state that understanding of regulations taxation has a significant effect on taxpayer
compliance. The results of this study are also in accordance with the theory of planned behavior whereby
understanding tax regulations as normative beliefs that mean beliefs about the normative expectations of
others and motivation to fulfill these expectations (normative beliefs and motivation to comply).

In the relationship of tax sanctions to taxpayer compliance shows that tax sanctions significantly
influence tax compliance. This shows that the application of sanctions imposed on violating taxpayers will
cause a deterrent effect so as to increase taxpayer compliance. The results of this study are in line with
research by Cahyani and Naniek (2019), Elin and Susi (2019), Asrianti (2018), Mustofa et al. (2016), Asrofi
and Krisdiyawati (2017), Tawas et al. (2016), Helhel and Ahmed (2018) 2014), and Arif and Nanik (2014)
which state that tax sanctions have a significant effect on taxpayer compliance The results of this study are
in accordance with the theory of planned behavior where tax sanctions are linked as control beliefs. In this
study, tax sanctions support the level of taxpayer compliance, effective and efficient tax sanctions will
increase taxpayer compliance in meeting obligations because it can provide a deterrent effect to any non-
compliant taxpayers. Implementation of strict sanctions will harm taxpayers so that taxpayers would prefer
to carry out their obligations. In addition, the relationship of tax rates to taxpayer compliance shows that
tax rates has a significant effect on taxpayer compliance. This shows that the application of tax rates in
accordance with established regulations will increase taxpayer compliance. The results of this study were
supported by Cahyani and Naniek (2019), Tawas et al. (2016), Helhel and Ahmed (2014), and Atawodi and
Ojeka (2012) who stated that tax rates had a significant effect on tax compliance. The results of this study
are consistent with the theory of planned behavior whereby the tax rate as a perception of behavioral
control.

Variable risk preference for taxpayer compliance shows that risk preference has no significant effect
on taxpayer compliance. This shows that the taxpayers in the study sample accept the existing risks so that
risk preferences do not affect taxpayer compliance. The results of this study are not in line with the
research of Dwi et al. (2019) and Aryobimo and Cahyonowati (2012) risk preferences have a positive effect
on taxpayer compliance. On the other hand, in the research of Irawati and Sari (2019), Setiawan and
Meliana (2017), Adiasa (2013) risk preferences do not affect tax compliance. This is not in line with the
prospect theory that even though the taxpayer has a high risk, it will not affect the taxpayer to continue
paying taxes, while the taxpayer who has a risk aversion if the taxpayer has a low risk, the taxpayer will
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actually avoid his tax obligations. Then, the risk preference variable in moderating the relationship of
understanding of tax regulations to taxpayer compliance shows that risk preferences cannot moderate the
relationship of understanding of tax regulations towards taxpayer compliance with taxpayer compliance.
This shows that the taxpayers sampled in this study understand the tax regulations but the existing risk
cannot influence a taxpayer's decision to pay his taxes so that the risk preference cannot moderate the
relationship of understanding the tax regulations to the level of tax compliance. The results of this study
are not in line with the research of Dwi et al. (2019), Utari and Setiawan (2019), and Asrianti (2018). Risk
preferences can strengthen the relationship between understanding tax regulations and taxpayer
compliance. However, this study is in line with the study of Adiasa (2013) which states that risk preferences
cannot moderate the relationship of understanding tax regulations to taxpayer compliance. The results of
this study are not in accordance with prospect theory, where taxpayers will make their own decisions in
dealing with existing risks. So, risk preference has no effect on the relationship between understanding tax
regulations and the level of tax compliance.

Finally, risk preference in moderating the relationship of tax sanctions to taxpayer compliance shows
that risk preferences have a significant effect in moderating the relationship of tax sanctions to taxpayer
compliance with taxpayer compliance. This shows that taxpayers who have a high risk will affect the
relationship of tax sanctions to the level of tax compliance. The public will comply with the regulations if
there are sanctions that are applied because sanctions as a regulatory tool so that taxpayers become more
orderly because if they violate the rules set then the risk of being sanctioned will be higher. The results of
this study are in line with research by Asrianti (2018) which states that risk preference influences the
relationship of tax sanctions with taxpayer compliance. The results of this study are in accordance with
prospect theory, where taxpayers will make their own decisions in dealing with existing risks depending on
the perspective of the taxpayer to see whether the risk preferences will affect positive or negative.

6. Conclusions

This research begins with the problem of taxpayer compliance in Indonesia which is still low and
requires improvements to taxpayer compliance. Problems with taxpayer compliance also occur with motor
vehicle tax at SAMSAT Bekasi. This study aims to examine and determine the factors that influence
taxpayer compliance with risk preference as a moderating variable. The results of this study indicate that
understanding of tax regulations, tax sanctions, and tax rates has a significant effect on tax compliance.
Meanwhile, risk preference has no effect on taxpayer compliance. Then, risk preference has no effect on
the relationship between understanding tax regulations and taxpayer compliance. However, risk
preference influences the relationship of tax sanctions with taxpayer compliance. This study has a
limitation that this study only uses taxpayer research objects that is registered in SAMSAT Bekasi and
cannot be generalized because of the limited time and busyness of taxpayers. In addition, the majority of
the sample in this study came from respondents with a senior high school education or less. Meanwhile,
the sample with master degree (S2) or doctoral degree (S3) is very small.

Suggestions for this research for SAMSAT Bekasi are expected to be more active in providing
information to the whole community through tax socialization to improve tax knowledge and
understanding both directly and through the mass media regarding the importance of paying taxes on time,
increasing supervision with zebra operations, and improving services to minimize the existence of brokers.
Then, for further research it is expected to be able to add other variables such as awareness of taxpayers,
taxation socialization, service quality of focus and use the taxation understanding variable as a moderating
variable and expand the object of research not only to one SAMSAT but to all SAMSAT in the Bekasi area so
that research can be used universally
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