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Abstract

Tax revenue is a main source of income to government and is used for various public services and
essentials. Taxes generally are perceived as a burden to taxpayers, so tax evasion is a universal
phenomenon that governments facing in the world. Malaysia is in the fiscal deficit situation and it
became worse during the Covid-19 pandemic. It is important to increase tax revenue as it would help
to reduce the fiscal deficit. This study looks into how ethical perception of individual taxpayers to be
influenced by their education level and hence further influence their tax compliance behaviour. The
researcher used cross-sectional survey design to collect data at one point in time. This study using
Statistical Package for the Social Science (SPSS) version 21 to analyse the data in order to obtain
meaningful information. Based on 606 respondents in Peninsular Malaysia, the study indicates that
ethical perception has a positive significance impact on tax compliance behaviour. The results also
highlight a significant positive relationship between ethical perception and tax compliance behaviour
when moderated by education level. It means education level will enhance ethical perception of
individual taxpayers, hence they will be more compliant. Based on this findings, government can
improve further their existing policies to make sure high tax compliance in future.

Keywords: Education Level, Ethical Perception, Tax Compliance Behaviour.

Background of the Study

Some researchers (Galib, Indrijawati & Rasyid, 2018) highlight that governments around the
world seeking revenue for public needs, so tax compliance is a main concern for most of the
countries. Tax revenue is a main source of income to government in both developing and developed
countries. Tax revenue raised is used for various crucial services and public essentials. Taxes generally
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are perceived as a burden to taxpayers, so tax evasion is a universal phenomenon that governments
facing in the world. Malaysia has introduced self-assessment (SA) for corporate taxpayers since year
2001 and in 2004 for all other taxpayers comprising individuals. Hence, it is taxpayers’ responsibility
to assess their tax liability, which means that they should have some tax knowledge to handle it.
According to Singh (2013) tax returns are not subject to thorough technical scrutiny by the IRB under
SA. This change was aimed at get rid of the increasing workload of the IRB to let the IRB to focus on
areas with high tax risks and revenues.

Under SA, Inland Revenue Board (IRB) no more issuing notice of assessment. The tax returns
submitted by taxpayers are considered to be their notice of assessment. High levels of voluntary
compliance by taxpayers is essential for an effective SA system, but non-compliance behaviour is the
problem that has been highlighted. The Inland Revenue Board (IRB) has identified 79,786 individuals,
companies, organisations, cooperatives who have yet to pay tax (The Star Online, 2018). The Inland
Revenue Board implements penalties and enforcement actions i.e. the economic deterrence
strategies (Singh, 2013), if taxpayers do not submit a correct tax return on time. Malaysia is in the
fiscal deficit situation since 1998. The situation become worse and its fiscal deficit become deeper
during the Covid-19 pandemic. It is important to increase tax revenue as it would help to reduce the
fiscal deficit.

Using quantitative approach, this study has two main objectives;

i) to examine the direct effect of ethical perception on tax compliance behaviour of
individual taxpayers and
i) to determine the moderating effect of education level on the relationship between ethical

perception and tax compliance behaviour of individual taxpayers.
The paper is organized as follows. In the following section, the predictions on the influence of ethical
perception and education level on tax compliance behaviour are presented. The third section
presents the research methodology followed by the research findings in the fourth section. Finally,
the discussion and conclusion of the study is presented in the last section.

Previous Literature

Ethics imply a moral mind-set which directs the human actions as well as businesses, and
shapes a part of the attitude related to the behaviours of people (Al Zeer, Alkhatib & Alshrouf, 2019).
Previous researchers Song and Yarbrough (1978) established that education level is positively
associated to taxpayers’ tax ethic. This result is further supported by other researchers. Their findings
showing that taxpayer ethics increase with education (McGraw & Scholz, 1988; Christensen Weihrich
& Newman, 1994; Eriksen & Fallan, 1996). According to the researchers (Loo, McKerchar & Hansford,
2009), education level influences individuals’ tax knowledge acquired. Therefore, subsequently
influencing their attitudes towards tax and then affecting their compliance behaviour. Especially for
those salary and wage earners. Some researchers (Alasfour, Samy & Bampton, 2016) further confirm
that educational level play an important character in determining the level of tax morale. The recent
research highlighted that education on taxation has had a positive influence on students' tax
attitudes. Hence, it is important to increase the tax ethics in so
ciety, giving education on taxation as students will be future taxpayers, their attitude towards
taxation is very important because it reflects their tax ethics (Zeynalova, 2019).
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On the other hand, a study in Iran indicates that those with higher levels of education are having
lower tax morale. This finding confirms that they may more aware of government inefficiencies and
have some criticisms on how government redistributed the tax being collected. As a result, higher
education look like to be the main factor of lower tax morale (Hosseini Kondelaji, Sameti, Amiri &
Moayedfar, 2016). A different result is obtained by this recent research. The researchers (Noor & Abd
Razak, 2019) highlight that they are lacked of study on the students’ ethical perception towards tax
evasion irrespective of the fact that they will be the potential taxpayers. Therefore, this study
investigate the perception of accounting and non-accounting students towards the ethics of tax
evasion in Malaysia. The results point out that there are no significant differences between fields of
study, education level for ethical perception on tax evasion. The results are in conformity with finding
of Harun, Abu Bakar and Tahir (2011).

The researchers (Eriksen & Fallan, 1996) look at the impact of specific tax knowledge on attitudes
towards taxation. The study highlights that specific tax knowledge has positive significant changes in
attitude to one's own tax evasion. Taxpayers’ behavioural intentions are usually influenced by their
ethics or morals (Trivedi et al., 2005; Henderson & Kaplan, 2005). Malaysian taxpayers know that they
are legally and morally to pay tax and submit tax returns (Ho et al., 2006). They also think that should
penalised those who know their tax obligations but do not fulfil it, as this is consider unethical and
immoral (Kasipillai et al., 2003). The researcher Singh (2013) also indicates that taxpayers with higher
fiscal knowledge are tend to be higher in tax ethics compared to those with lower fiscal knowledge.
According to researchers (Loo, Evans & McKerchar, 2012), it seems that Malaysian taxpayers are
having high ethics and their compliance behaviour is influenced by their tax knowledge. Whereas
researcher (Pratama, 2017) indicates that students' perceptions of tax avoidance does not
significantly influence by tax knowledge.

In addition, Lago-Pefias and Lago-Pefias (2010) highlight that education shows negative influence to
tax morale and hence negative significant relationships to tax compliance as well. The past
researchers highlight the association between education and attitude to tax evasion is unclear. The
results are not consistent when compare the association between educational level and attitude to
tax evasion in Brazil, Russia, China, India, USA and Germany (McGee & Ross, 2014). This may due to
it is affected by other demographics factors such as age, gender, income level and occupation. Thus,
more research is needed to investigate further.

According to past researchers (Ho et al., 2006; Kasipillai et al., 2003), both level of tax ethics and level
of voluntary compliance are high for individual taxpayers in Malaysia. These are the main reasons for
the success of Malaysia’s self-assessment system. The researchers (Blanthorne & Kaplan, 2008) also
indicate that ethical beliefs influence compliance behavior. Other researchers Chan, Troutman and
O’Bryan (2000) conduct a research to make a comparison on compliance behavior between Hong
Kong and US taxpayers. They highlight that age and education are the main factors to influence US
respondents’ decision to comply with tax laws, so consequently influence their attitude and moral
development in a positive relationship. On the other hand, Hong Kong respondents have indicated
negative relationship between education, moral development, attitude and compliance. The recent
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research conducted in Akwa lbom State also indicates that there is no significant influence of
taxpayers’ ethics on voluntary compliance in Self-Assessment System (Okon & Israel, 2020).

Past researchers recommend that positive relation exist between ethical belief of individuals and
their tax compliance level. In addition, taxpayer will be more compliance when they have a stronger
moral belief that tax evasion is unethical (Ho & Wong, 2008). Similarly, previous researchers
(Simmons & Cheng, 1996), also discover that tax evasion is considered acceptable by Hong Kong
citizens. Therefore, it is important to educating the public on tax compliance. The Hong Kong
government supported the idea to enhance taxpayers’ compliance with tax laws through
strengthened the tax education. Past studies (Alm & Torgler, 2011) claim that there is evidence that
ethics among individuals are different and these differences significantly influence their compliance
decisions. Other researcher (Cahyonowati, 2011) further support that those with higher ethic
taxpayers have better tax compliance.

Chinese individual taxpayers’ ethics in China are greatly influenced by their strong belief in
Confucianism, especially filial piety (Ho, Ho, & Young, 2013). The findings further supported by
researchers (Young, Wong & Kwok, 2016). The researchers highlighted that Confucianism and
Legalism influence both Chinese social and individual ethical beliefs, hence nurture greater tax
compliance in China. It is important to base on legalism to design the tax regulations, prompting
individuals to fulfil with their tax responsibilities. An individual’s ethical beliefs is closely related to
their tax compliance. The reason is their ethicality influences their willingness to fulfil with their tax
responsibilities.

The researcher (Nsor-Ambala, 2016) conducts a study on the correlation between ethical orientation
and tax compliance. The researcher discovers that ethical individuals are more affected by tax rate
and withholding positions and usually more tax compliant than unethical individuals as well.
Individuals with higher tax moral and hence more comply with tax obligations are going to generate
more tax revenue to government. Therefore government has enough resources to enhance the living
standard of the societies. The researchers conduct the study to survey the moral of business income
tax payers and their tax compliance behaviour in Ethiopia. The result indicates that the association
between moral of tax payers and their compliance behaviour is significant (Redae & Sekhon, 2017).
Similarly, the recent study also highlights that tax morale has a positive relationship with the tax
compliance level, i.e. higher tax morale will lead to higher level of tax compliance among self-
employed in Malaysia (Ghani, Abd Hamid, Sanusi & Shamsuddin, 2020).

Educated taxpayers are more knowledgeable on tax law and fiscal relations than uneducated
taxpayers. Previous research conducted by Birch, Peters & Sawyer (2003) stated that those higher
education students in New Zealand with better taxation knowledge are least involved in understating
taxable income. In other research conducted in Malaysia regarding the effect of education on
undergraduate students’ tax compliance, Kasipilllai, Aripin and Amran (2003) also find significant
association between education and tax compliance. As a result, taxpayers with higher education are
considered more alert on the services and benefits furnished by the government (Torgler & Murphy,
2004). Taxpayers who are highly educated have to be more critical of how the government uses tax
revenue and identify the wastage. Moreover, they can understand better the chances for tax evasion
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and tax avoidance (Torgler & Schaltegger, 2005). Therefore they can make a better decision, whether
is a gain or a loss when payment of taxes. Past researcher (Kornhauser, 2007) highlights that
education has influence on tax compliance. Similar result also generate by Verboon and van Dijke
(2007). Further studies by researchers (Torgler, Demir, Macintyre & Schaffner, 2008, Torgler, 2012)
also find that those taxpayers with higher education are more compliant than taxpayers without
formal education. In addition, taxpayers with highly education can receive good income easily in legal
or formal activities and consequently are not to conduct tax evasion (Frey, 2009).

In the study on Australian tertiary students, Devos (2005) find that those respondents have education
background has significant influence on their attitude towards tax evasion. The similar outcome is
stated by Devos (2008) and Gupta (2009). Some researchers argue that tax compliance is influenced
by different types of tax education. To discover this empirical issue, the researchers (Wong & Lo,
2015) explore in what way various types of tax education influence Hong Kong students’ tax
compliance decisions. The results propose that those undergraduate students have taken general tax
education are significantly improved in their sales tax compliance, and for those postgraduate
students who have taken a technical tax course are significantly improved in their income and sales
tax compliance. A few researchers highlight that students are future taxpayers, so schools should
introduced tax education to students at early stage as it be able to help and affect their attitude to
tax compliance (Eiya, llaboya & Okoye, 2016). Most of the investigations including Ameyaw and
Dzaka (2016) and Daba (2017) discover that education level is positively related to taxpayer
compliance.

On the other hand Groenland and van Veldhoven (1983) warned that those can understanding
(education) tax laws better are less compliant due to know the loopholes to avoid taxes. This is
confirmed by Chan et al. (2000). Another researcher, Mustapha (2017) finds that taxpayers’ level of
education has opposite significant relationship with their tax compliance. Due to that, the researcher
recommends the government to include tax education in its school curriculum, to educate the
potential taxpayers on the benefit of tax payment. This will enhance their level of tax compliance.
Recent evidence suggests that educational level of tax payers is negatively and significantly influences
their tax compliance. The result of this study highlights that higher level of education leading to lower
level of tax compliance, so resulting to higher tax evasion (Shiferaw & Tesfaye, 2020).

Different from other researches, Schuetze (2002) did not discover clear relation between the level of
education and tax noncompliance among self-employed in Canada. Another study also determines
that there are no differences between educated and non-educated taxpayers when they submit their
tax returns (Ejakait, 2011).

Roth et al. (1989) define tax compliance as filing all required tax returns accurately in accordance
with the tax law and at the proper time. Previous study has reported the fairness of the tax system
may influence a taxpayers’ compliance behaviour. The taxpayers may not be willing to comply if they
see the tax system is unfair. This be influenced by on their level of experience and knowledge towards
the tax system (Mohd, Mohd & Wan, 2013). The researchers (Jayawardane & Low, 2016) highlight
that tax compliance decision is influenced by high tax rate, complex and unfair tax system. Besides it
also influenced by insufficient tax audits, low probability of detection, weak enforcement action of
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the Inland Revenue Department and government spending. In contrast, Alabede (2014) indicates
gender, educational background and religious faith do not have significant impact on tax compliance
behaviour in Nigeria. Similarly, the researchers (Defitri & Fauziati, 2018) also highlight that age and
education do not have influence on tax compliance.

According to researchers (Ho & Wong, 2008), taxpayers might be more compliance through a
stronger enforcement. But, another researcher Cahyonowati’s (2011) highlights that ethics show a
significant effect in increasing tax compliance compared to fines and tax sanctions. In addition,
taxpayers’ compliance is affected by the ethical dimension, justice, an equivalent economic
exchange, and trust (Alm & Torgler, 2011). In another study, Oladipupo and Obazee (2016) examine
the small and medium enterprises in Nigeria, regarding the effects of tax payers’ knowledge and
penalties on tax compliance. The outcomes highlight that tax knowledge has a positive significant
influence on tax compliance, whereas tax penalty has insignificant positive influence on tax
compliance. As a result, the researchers recommend that government should increase public’s tax
knowledge and to include tax education in school curricula.

Taxpayers’ education level influence their job selection and consequently their income level and
financial position. Therefore subsequently influence taxpayers’ attitudes to tax, and influencing
taxpayers’ compliance behaviour directly as well. (Loo, McKerchar & Hansford, 2009). Other
researchers (Marziana, Mohamad, Orkhazimah & Mohmad, 2010) further confirm that taxpayers
with high income level be likely to be more compliant than those lower income taxpayers. On the
other hand, researchers (Loo, McKerchar & Hansford, 2009) also indicate that enhancement in
taxpayers’ tax knowledge would have a negative association with some taxpayers’ attitudes to tax
administration, their perceptions of the Inland Revenue Board of Malaysia officers’ duty and their
perceptions of the fairness of the tax system. Due to that, improvement of tax knowledge does not
necessarily increase some respondents’ attitudes to taxation.

Various factors significantly affect tax compliance behavior such as perception on equity and fairness
of the tax system; perception on government spending; penalties; individual financial constraint;
changes on current government policies; and social norms. On the other hand, gender and possibility
of being audited have no significant influence on tax compliance behavior. The results also indicate
that elderly individual will be not so compliant if there is no equity and fairness in the tax system and
any unfavorable changes in government policy on basic needs such as fuel prices, electricity and
water rates (Tehulu & Dinberu, 2014). Previous researchers also recommend that family members
and close friends can affect an individual taxpayer’s compliance behaviour (Ho, Ho, & Young, 2013).
Furthermore, researcher (Abdullahi, 2017) also highlights that perceived audit effectiveness,
perceived tax service quality, perceived citizen engagement and perceived social norm are all
examine to have a significant positive association with tax compliance behavior.

The researcher (Mulugeta, 2018) reveals that poor services of tax authority, poor perception to
government spending and lower level of tax knowledge are affect individual taxpayers’ tax
compliance behaviour. So it is necessary to improving tax knowledge and increasing the attitude of
government spending. In another study, the government’s transparency when governing the tax
system and government’s finance has positive relationship with taxpayers’ trust and ethical
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behaviour. Consequently it will influence individual taxpayer’s compliance in Surabaya (Mangoting,
Tangkelobo & Sina, 2019). Other factors such as public governance quality to effect tax compliance
in relation to control of corruption and government effectiveness in Nigeria. Therefore, the
researcher recommends that there should be great improvement in government effectiveness by
providing quality infrastructure; quality educational system and quality health service to improve the
tax compliance of individual taxpayers; and also, should give priority to control corruption in the state
(Salam, 2019).

Tax knowledge is the taxpayers’ level of awareness to tax regulation. Hence, taxpayers become
abreast with tax regulation and other tax related information (Hasseldine et al., 2009). Taxpayers’ tax
knowledge learned from general education is the main factor for them to understand those
requirements relating to filing procedures and registration. Taxpayers would fulfil their obligations
and undoubtedly, they will perceive it is their national and civic responsibility to pay tax. Lumumba
et al. (2010) show that, Small and Medium Enterprises (SMEs) did not fulfil their tax obligations for
the reason that there are unable to understand tax law requirements in Kenya. The recent study
conducted by researchers (Al-Ttaffi, Bin-Nashwan & Amrah, 2020) show that tax knowledge influence
tax compliance behaviour positively. Hence, the researcher advise government to improve tax
knowledge of Yemen citizens which may increase their level of tax compliance. On the other hand,
other researchers (Fauziati et al., 2016) discover that tax compliance is not influenced by tax
knowledge.

Inconsistent results have been reported for the previous investigations on the effects of deterrent
and social psychological factors on tax compliance. Hence, the recent researchers proposing that the
mixed results might explain by a moderator. The recent researchers suggest the perceptions of
corruption as moderator for the relationships between deterrent factors and tax compliance. In
addition, the perceptions of corruption also as moderator for the effects of social psychological
factors on tax compliance behaviour among SMEs in Uganda (Tusubira & Mugarura, 2020). Based on
the preceding literature review, the researcher recommend education level as moderator for this
study.
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The research framework is presented in Figure 2.1.

b=.323,p=.000, t=8.376

\4

Ethical perception 4 Tax Compliance
Behaviour
b=.103,p=.0114,t=

2.538

Education Level

Figure 2.1 Research Framework for Moderating Effect of Education Level on the Relationship
between Ethical Perception and Tax Compliance Behaviour of Individual Taxpayers in Peninsular
Malaysia.

Research Methodology

The researcher used cross-sectional survey design to collect data at one point in time. In this
research, a survey is a good procedure to be used. It is less expensive and faster way to collect data
and they can reach a geographically dispersed population. Further, the researcher can canvass the
respondents anonymously, without biasing their responses (Creswell, 2012). In this research, the
researcher had chosen convenience sampling over other types of sampling as it is the best way of
getting information quickly and efficiently (Sekaran & Bougie, 2016). Convenience sampling is a non-
probability sampling technique and it is useful specifically when the population is very large (Etikan,
Musa & Alkassim, 2016), which is suitable for this research.

The population for the study consists of the whole group of individual taxpayers in Malaysia. This
study presumed that workforces’ gender ratio was same as the whole population. Out of 30.4 million
population, 15.4 million (50.7%) were males and 15.0 million (49.3%) were females. In this condition,
guestionnaires will be distributed to males and females equally as the researcher intended to draw
attention to a specific subgroup (gender) within the population. Sekaran & Bougie (2016) suggest
that for a total population of one million, the optimum sample size is 384 or 0.0384%. Hence, by
analysing the sample, this research should be able to draw conclusions that are generalizable to the
population of interest (Sekaran & Bougie, 2016).

With regards to data analysis, this study using Statistical Package for the Social Science (SPSS) version
21 to analyse the data in order to obtain meaningful information.

Data Analysis
In carrying out this study, a total of seven hundred (700) copies of the questionnaire were
administered. However, out of these, 14 were incomplete, leaving six hundred and six (606) as usable
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copies, representing 86.6% response rate. Demographic characteristics of the respondents are
summarized in Table 4.1. Out of 606 respondents, 308 (51%) of the respondents are male and 298
(49%) of the respondents are female, which is similar to the existing population ratio. Number of
respondents for Malay and Chinese are very close, i.e. 254 and 253 respectively, followed by Indian
96 and others 3. Most of the respondents are well educated, with a total of 253 (42%) respondents
have a degree or professional whereas 90 (15%) have master or PhD qualifications. Besides, 136
(22%) of the respondents have certificate or diploma and the balance of 127 (21%) respondents are
with SPM or STPM qualifications. Furthermore, most of the respondents worked in private sector 366
(60%), followed by public sector 134 (22%).

Table 4.1:
Demographic Characteristics of the Respondents
Frequency Percentage Frequency Percentage
Race: Education level:
Malay 254 41.9 SPM/STPM 127 21.0
Chinese 253 41.7 Certificate/Diploma 136 22.4
Indian 96 15.9 Degree/Professional 253 41.7
Others 3 0.5 Master/PhD 90 14.9
Gender: Work nature:
Female 298 49.2 Public 134 22.1
Male 308 50.8 Private 366 60.4
Self-employed/Partner 96 15.8
Others 10 1.7

Table 4.2 reports the descriptive statistics based on 606 individual taxpayers. The mean value for the
determinants is between 2.500 to 3.065, ranging from 1 to 5. The standard deviation is in the range
of 0.778 to 0.984. Ethical perception is with the highest mean of 3.065, followed by tax compliance
behaviour (3.046) and education level (2.5). The findings reveal that it is ethical to understate the
income if the government is not doing the right thing. In addition, tax compliance behaviour are
affected by prices of basic goods but not influenced by probability of being audited, penalty and
education level.
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Table 4.2
Descriptive Statistics
Minimum Maximum Mean Std. Deviation
Education Level 1.000 4.000 2.500 0.984
Ethical Perception 1.000 5.000 3.065 0.781
Tax Compliance Behaviour 1.000 5.000 3.046 0.778

Table 4.3 showing the influence of ethical perception (EP) and education level on tax compliance
behaviour (TCB) of individual taxpayers. The EP (b=.323, p=.000) is significant and its coefficient is
positive indicating that the greater the EP of individual taxpayers, the higher their TCB. But, individual
taxpayers education level (b=-.007, p=.810) seems to be unrelated to TCB. In other words, with ethical
perception in the model, education level is not adding a substantial contribution to explaining tax
compliance behaviour of individual taxpayers in Peninsular Malaysia.

Table 4.3
Regression Coefficient
Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) 2.054 21 16.941 .000
EP 324 .038 .325 8.447 .000
(Constant) 2.075 .150 13.833 .000
5 EP 323 .039 324 8.376 .000
Education -.007 .031 -.009 -.241 .810
level

By referring to Table 4.4, moderation is shown up by a significant interaction effect, b = 0.103, Cl
[0.023, 0.183], t = 2.54, p = 0.0114, indicating that the relationship between ethical perception and
tax compliance behaviour is moderated by education level.

Table 4.4
(Partial) output of the PROCESS macro for the simple moderation model
coeff se t p LLCI ULCI
Constant 3.0534 .0300 101.8954  .0000 2.9945 3.1122
Ethical Perception  .3055 .0390 7.8418  .0000 .2290 .3820
Education level -.0122  .0305 -.3992  .6899 -.0722 .0478
Int_1 .1033  .0407 2.5383 .0114 .0234 .1833

To interpret the moderation effect the researchers examine the simple slopes (Aiken & West, 1991),
which are shown in Table 4.5. The output shows us the results of three models: the model for ethical
perception as a predictor of tax compliance behaviour (1) when education levels are low, i.e. -0.9837;
(2) at the mean value of education level, i.e. 0; (3) when the education levels are high, i.e. 0.9837.
The researchers interpret these models by looking at the value of b, and its significance. The
researchers interpret the three models as follows:

176



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ACCOUNTING, FINANCE AND

MANAGEMENT SCIENCES
Vol. 11, No. 1, 2021, E-ISSN: 2225-8329 © 2021 HRMARS

(1) When education levels are low, there is a significant positive relationship between ethical
perception and tax compliance behaviour, b = 0.204, 95% Cl [0.085, 0.323], t = 3.37, p = 0.008.

(2) Atthe mean value of education levels, there is a significant positive relationship between ethical
perception and tax compliance behaviour, b = 0.306, 95% Cl [0.229, 0.382], t = 7.84, p < 0.001.

(3) When education levels are high, there is a significant positive relationship between ethical
perception and tax compliance behaviour, b = 0.407, 95% Cl [0.307, 0.507], t = 8.02, p < 0.001.

These results indicate that the relationship between ethical perception and tax compliance behaviour
really appears in individual taxpayers with various stages of education levels. It means by using
education level as moderator, it still shows positive relationship but the significant values have been
changed from stronger to the weaker position (from .000 change to .0114).

Table 4.5:
Output of the PROCESS macro for testing the conditional effect of X on Y in the values of
the moderating variable

Education level Effect se t p LLCI ULCI
-.9837 .2039 .0605 3.3672 .0008 .0850 .3228
.0000 .3055 .0390 7.8418 .0000 .2290 .3820
.9837 4071 .0508 8.0209 .0000 .3074 .5068
Conclusion

This research provides evidence that ethical perception has a positive significance impact on
tax compliance behaviour. There is also a significant positive relationship between ethical perception
and tax compliance behaviour when moderated by education level. However this significance
relationship has been changed from stronger to the weaker position. Although there is a moral
imperative that individual should be honest in their tax dealings, it has suggested that ethics differs
across individuals and that these differences matter in significant ways for their tax compliance
behaviour. The difference in ethics among individuals is due to individuals’ ethical propensities, and
it can be significantly influenced by culture, family backgrounds and changes in surrounding
environments. In a nutshell, each individual has a different set of ethical values. Therefore not all
individual taxpayers are tax compliance. Specifically, Inland Revenue Board uses self-assessment
system that relies on voluntary compliance by individual taxpayers. Although some of them
voluntarily comply, but intentional noncompliance still a serious problem due to others unethical
perception. Consequently individual ethical perception has been confirmed to have a relatively more
significant verifiable relationship with tax compliance behaviour.

Government should instil individual’s ethical value from young, through primary until tertiary
education. Besides, government should enhance its administration in various areas such as
transparency of government transactions, reduce corruptions and inappropriate revenue spending.
Therefore they are more willing to pay tax when they enjoy the benefits of their tax money. Further
study can be conducted on this area by looking into other factors such as individuals’ financial
constraints, religion and perception of equity and fairness. All these factors may influence individuals’
ethical perception and their tax compliance behaviour
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The results of this research can assist the Malaysia policy makers have a better understanding on the
important of individual taxpayers’ ethical perception and their education levels towards tax
compliance behaviour. Based on this findings, proper improvements can be made to make sure high
compliance in future. In addition, this paper will contribute to the tax literature in Malaysia as the
existing data obtained available is limited.

This study attempts to addresses the issues of mixed, contradictory and inconsistent results in
previous studies. This research adopted part of the ethical theory and theory of planned behaviour,
to looks into how ethical perception of individual taxpayers to be influenced by their education level
and therefore further influence their tax compliance behaviour. An important contribution of this
study is that it extends the previous literature to predict ethical perception and tax compliance
behaviour of individual taxpayers in Peninsular Malaysia.
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