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ABSTRACT

The Indian government has recently transformed its indirect taxation system with
the adoption of Goods and Service Tax (GST) in India. However, this taxation reform
has a direct impact on the compliance behavior of the taxpayer as explicated by low
GST revenue of the country. Since GST is a new taxation law in India, it become
pertinent to explore the compliance behavior of GST taxpayers to proffer valuable
suggestions and feedback to the concerned authorities for devising appropriate
policies and strategies to comprehend and control the non-compliance behavior of
the GST taxpayers. Therefore, the present study analyzed the compliance behavior
of GST taxpayers by synthesizing the theory of planned behavior by collecting the
data from 503 GST taxpayers using snowball random sampling with the application
of exploratory and confirmatory factor analysis. The collected data was analyzed
using exploratory and confirmatory factor analysis to confirm the theory of planned
behavior to comprehend the compliance behavior of the GST taxpayers. The findings
of the study assert that the theory of planned behavior explain the 60.1% variance of
the total compliance behavior of the GST taxpayers. Moreover, the findings posit that
the attitude, subjective norms and perceived behavioral control have a positive impact
on the compliance behavior of the GST taxpayers. The proposed instrumental scale
may be applied in future research studies to comprehend the compliance behavior
of GST taxpayers at national and international level and therefore, this study may
have major implications for the government, academicians and policy makers for
improving the compliance behavior of the GST taxpayers.
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AHHOTALIW

VIHIWVICKOe IIpaBUTEIbCTBO TPaHC(POPMIPOBAIIO CBOIO CHCTEMY KOCBEHHOIO Hayo-
roo0s1oxxeHs, MpuHsB Hastor Ha ToBapsl U yoryru (GST). Drta Hastorosast pedpopma
OKa3bIBaeT HEIIOCPEICTBEHHOE BIIVISIHIIE Ha [TOBeeHYe HAIOTOIUIaTe IbIIVIKA, YTO 00~
SICHSI€TCS. HU3KMMM [JOXOIaMM OT HaJIora Ha TOBAapBl U YCIIYIU B cTpaHe. IToCcKOIbKyY
HaJIoT Ha TOBapHl U YCITYTY SABJISIETCS HOBBIM 3aKOHOM O HajlorooorioxeHvm B ViHmym,
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CTaJIO aKTyaIbHBIM M3Y4INUTh II0BeeHe IUTaTe/IbIIKOB HaJIora Ha TOBAPBL U YOIy,
9TOOBI IIPEIOKNTH 00OCHOBAHHBIE PEKOMEHIALIVY OpraHaM BJIACTY [IIs pa3paboTKu
COOTBETCTBYIOIIMX IOJIUTUK U CTpaTernil yJIyullleHnsl KOHTPOJIs 3a HecoOoieHreM
TpeOoBaHII IUIATEIIBIIMKAMI HaJIOra Ha TOBapPHI M YCOIYI. B JTaHHOM VccileioBaHI
OBUTO MPOaHAIV3MPOBAHO KOMIUIaeHC-TIOBefleHVie HalororulaTesbinmkoB GST myTeM
CMHTe3a TeOpUM 3aIUIaHMPOBAaHHOIO IOBefleHMs. BeUI ocylrecTsiieH cOOp HaHHBIX
ot 503 nasoromiaTensukos GST ¢ mcnosb30BaHMeM «CHEXHOIO KOMa» CIIy4aiiHO’
BBIOOPKM ¢ ITpyMeHeHMeM dakTopHOoro aHamsa. CoOpaHHbIe TaHHbIE ObUIV ITpOaHa-
JIM3VIPOBAHBI ITOCPENCTBOM VICCIIEIOBATENILCKOTO M KOH(PVPMATOPHOTO (PaKTOPHOIO
aHaM3a VTSI IIOHMMAaHVS KOMIUIAeHC-TIOBelleHNsT Hajloromwlaresbiykos GST. Pe-
3yJIBTATHI VICCIIENOBAHMS IIOATBEPKIAIOT, UTO TEOPVs 3aIUIAHMPOBAHHOTO ITOBEIeH s
o0bscasieT nycnepcnio B 60,1% oO1ero mosenenyst HastororviaTenbuikos GST. TTory-
JeHHbIe pe3yJIbTaThl CBUIETEIILCTBYIOT, YTO OTHOIIIEHNIE, CyOBeKTMBHBIE HOPMEI V1 BOC-
HPVHVMaeMBIVI TIOBeIeHIeCKIII KOHTPOJIb OKa3bIBAIOT ITOJIOKMUTEIbHOe BIIVISIHVE Ha
roBeJleHVe IUIaTesIbIIVKOB Hajlora Ha ToBapkl 1 yoryru. ITpenjiaraemasi MHCTpyMeH-
TaJIbHAaI ITIKaJIa MOXKeT OBITh IIpVIMeHeHa B OyIyIIVX VICCIIeNOBAHVISIX IS IIOHVIMAHVI
HIOBeNleHNsT HaJIOrOIUIaTeIIbIIVIKOB IO COOIIoeHI0 TpeboBaHMiI Hajlora Ha TOBaphbl
Y YOITyTM Ha Hal[MOHAJIBHOM 1 MEX/TyHapOIHOM ypOBHsIX. [JaHHOe MccriefJoBaHme Mo-
JKeT VIMETh Cepbe3HBbIe II0CIIeMICTBIAS VIS IIPABUTEIIbCTBA, YIEHBIX M IIOJINTVIKOB B IUIAHe
yITydIIeHs IOHVIMaHVS IIOBefeHVIs IUIaTe/IbIIMKOB HajIora Ha TOBaphl 11 yCIyTH.

KJTFOUEBBIE CJIOBA
IIOATBEPXKIATOIIITL (baKToprm aHaJINn3, VICCIIeI0BaTEeIbCKUI CbaKToprm aHaJms,
IUIaTeIbINVIKI Hajlora Ha ToBapbl M yciyru, VIHaus, Teopus 3alulaHMpPOBaHHOIO
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IIOBeeHMA

1. Introduction

The taxation system of a country is
an integral part of overall economic de-
velopment of a country and is respon-
sible to make significant contribution in
the achievement of desired social and
economic goals. The taxation policy of
a country is design not only to achieve fis-
cal objectives but also to attain socio-eco-
nomic objectives. This system is use by the
governments around the world to spur
their economic activities; encourage in-
vestment in sustainable projects; regulate
the consumers spending on goods and
services and to control the horizontal and
vertical equity in their economies (Malka-
wi & Haloush [1]).

Indubitably, the revenue from taxa-
tion enables the government to offer public
goods and services that uphold and sus-
tain the economic system (Yew et al. [2]).
It helps the government in attaining the
sustainable revenue growth for their econ-
omies by parking adequate funding re-
sources for social programs and infrastruc-
ture investment (Ibrahim et al. [3]).

However, the capability of the govern-
ment to generate revenue is confined by
numerous factors. The non-compliance be-
havior of the taxpayers is one of the major
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factors attributed to this phenomenon uni-
versally (Thaha et al. [4]). However, there is
not any universally accepted definition of
tax non-compliance but usually it is defined
as the failure of taxpayer in fulfilling their
taxation liabilities timely and accurately
voluntarily or involuntarily (Hayat et al.
[5]; Kirchler [6]).

It is a universal issue that raise a con-
cern for both developed and develop-
ing economies as the higher the rate of
non-compliance in a country, the higher
the burden will be on compliant taxpayers
to finance the government expenditures
or necessitates shrinking vital expendi-
tures on development programs (Thaha
et al. [4]). Therefore, the governments are
enforcing taxation reforms in their taxation
system to make their taxation system more
efficient, transparent, and robust to tackle
this universal issue (Yadav & Sankar [7]).

In this direction, the government of
India has also introduced the Goods and
Service Tax (GST) in Indian economy from
July, 2017. However, this taxation reform
has a direct impact on the compliance
behavior of the GST taxpayers as they are
required to update their accounting sys-
tems and business processes, as well as be
prepared to set up the correct accounting
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and record-keeping systems, train their
employees and have the appropriate soft-
ware to facilitate successful documentation
and recording keeping for GST compliance
(Chen & Taib [8] and Ramli et al. [9]).

Garg et al. [10] propound that GST
taxation system inherited a complex and
convoluted supply chain system for le-
vying and collection of taxes from the tax-
payers which increase the probability of
tax evasion and tax avoidance by the GST
taxpayers. Tax evasion and tax avoidance
are the key leading factors contributing
to non-compliance behavior of GST tax-
payers. Tax evasion is defined as reducing
tax liability of oneself by under-reporting
their income deliberately. Conversely, tax
avoidance involves reducing the tax ob-
ligations legally by taking the undue ad-
vantage of existing loopholes in a taxation
system.

The indirect taxes constitute nearly
13% of the GDP of the country in India,
which illustrates a prominent role of indi-
rect taxation system in the Indian econo-
my (Singhal et al. [11]). Thus, the GST ta-
xation system occupy a prominent role in
the own tax revenue of the Indian states
and central government which make it
essential to examine the determinants of
compliance behavior of GST taxpayers in
India (Garg et al. [12]).

Garg et al. [13] have also posited that
the GST implementation has adversely
affected the revenue efficiency of the In-
dian states. Similarly, Mukherjee [14] has
also instituted that the GST adoption has
condense the taxation capacity of the In-
dian states.

Dey [15] have also explored that the In-
dian states may suffer serious consequen-
ces in the near future with the abolishment
of GST compensation to the Indian states.

Garg et al. [16] have propounded that
GST implementation has a negative impact
on the Indian economy. Similarly, Basava-
nagouda & Panduranga [17] have also con-
tended that the technical and complex GST
system in India make it difficult for the GST
taxpayers to comprehend and comply with
the provisions of the GST law in India.

Thus, the non-compliance behavior of
GST taxpayers occupies a prominent role
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in the central problems of Indian economy
especially where need for revenue increa-
ses, but the tax base show declining trends.

The Theory of Planned Behavior (TPB)
is one of the prominent theories in varieties
of disciplines to comprehend and anticipate
the human behavior (Ajzen & Driver [18]).
However, there is hardly any study which
has applied this theory to understand the
complex phenomenon of non-compliance
behavior of GST taxpayers in India. There-
fore, the present study endeavors to exa-
mine the determinants of GST evasion and
fraud behavior of GST taxpayers in India
with the application of TPB theory.

The purpose of the article is to study the
determinants of compliance behavior of
GST taxpayers in India with the applica-
tion of theory of planned behavior.

The study has formulated the follo-
wing conceptual hypothesis of the study:

HI: The attitude behavior of the GST
taxpayers has a positive impact on the
compliance behavior of the GST taxpayers.

H2: The peer group or subjective
norms have a positive impact on the com-
pliance behavior of the GST taxpayers.

H3: The perceive behavior control
have a positive impact on the GST tax-
payer’s compliance behavior.

The rest of the study proceeds as follow:
section 2 describes the past literature with
the development of conceptual model for
the current study. Section 3 describes the
research methodology adopted for the cur-
rent study. Section 4 elaborates the results
of the study by comparing it with past li-
terature. Section 5 provides avenues for
future research in this domain by putting
a light on conclusive section of the study.

2. Literature Review

The non-compliance behavior of tax-
payers is a dynamic and multifaceted
phenomenon that is affected by numerous
factors. This has gained the prime attention
of the researchers during the 1970s with
the introduction of economic deterrence
theory by Allingham & Sandmo [19]. This
theory propound that the compliance deci-
sion of a taxpayer is purely based on eco-
nomic factors i.e. analysis of cost-benefit
ratio by the respective taxpayer. The proba-
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bility of being caught and penalized is as-
sumed as their expected cost and the taxes
hoarded by the taxpayers by evasion of ta-
xes are viewed as their respective income.

However, this theory restricted its pe-
riphery only to economic factors and tries
to examine this complex phenomenon
by depending only on economic factors.
Therefore, with time a number of academi-
cians take a controversial posture and cri-
ticize this economic model for ignoring nu-
merous aspects and factors i.e. behavioral,
social and cultural aspect (Alm et al. [20]).
The critics emphasize that this model over-
simplifies the decision-making process of
taxpayers and does not adequately account
for various psychological, social, and in-
stitutional factors that influence tax comp-
liance behavior of the taxpayers.

Moving on in this direction ahead,
several theories were evolved by numer-
ous academicians to comprehend this am-
biguous and complex phenomenon with
more clarity and preciously.

Fishbein & Ajzen [21] propounded the
Theory of Reasoned Action (TRA) which
claims that the intention of an individual
is a function of their attitude towards their
behavior and subjective norms.

Ajzen [22] propounded the Theory of
Planned Behavior (TPB) theory as an exten-
sion of the TRA theory, which contends that
subjective norms, attitude behavior, and
perceived behavioral control are the prima-
ry factors influencing the intentions of the
people to involve in a particular behavior,
which ultimately has an impact on beha-
vioral performance. With time, the TPB the-
ory has emerge as one of the most widely
used socio-psychological theory in a varie-
ty of disciplines i.e. IT, psychology, leisure,
and even health to understand and predict
human behavior. However, it is quite sur-
prising fact that there is hardly any study in
GST domain which have applied TPB the-
ory for understanding the complex pheno-
menon of compliance behavior of taxpayer.

2.1. Theory of Planned Behavior

TPB theory is an extension of TRA
theory which is applied a variety of do-
mains to predict the intention of an indi-
vidual of indulging himself / herself in
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a particular action. This theory contends
that subjective norms, attitude behavior,
and perceived behavioral control are the
primary factors influencing the intentions
of the people to involve in a particular be-
havior, which ultimately has an impact on
behavioral performance.

2.1.1. GST Taxpayer’s Attitude
and Their Compliance Behavior

Attitude is usually described as
a viewpoint or perception of an individu-
al towards a particular or specific behavior
in progress. The attitude of taxpayers has
a positive impact on their compliance de-
cision. The individuals who have positive
attitude towards taxation system will have
a belief that tax payment will have numer-
ous benefits not only confined to him / her
but also for the society as a whole. They
will have a perception that the taxes paid
by them will be properly managed by their
respective governments and will be revert-
ed to them in the form of infrastructure,
education, health care and other public ser-
vices that are usually organized by the gov-
ernments to benefit all the people in a par-
ticular community (Putra & Osman [23]).

Conversely, an individual with neg-
ative attitude will hypothesize that tax
payment will have negligible benefits and
will try to evade taxes by tax avoidance
and tax frauds. A number of research have
propounded a positive impact of attitude
on their compliance behavior.

Witte & Woodbury [24] also observed
a positive impact of attitude of taxpayer
on their compliance behavior. Similarly,
Kirchler et al. [25] also propounded a fa-
vorable impact of taxpayers on their com-
pliance behavior. A similar finding was
also instituted by Alleyne & Harris [26]
and Owusu et al. [27]).

2.1.2. Subjective Norms and Compliance
Behavior of GST Taxpayers

Subjective norms are usually described
as the perspective of individuals near
to the taxpayers which may affect their
compliance decision. It usually includes
the peer groups i.e. relatives, friends, col-
leagues, role models and employees etc.
which have a direct or indirect impact on
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the compliance behavior of an indivi-
dual’s compliance decision. It is convin-
cible by the available literature that the
tax morale of a human being depends on
the compliance behavior of others in the
society.

Kirchler et al. [25] also instituted that
the taxpayers are found to be more in-
clined to engage in non-compliance prac-
tices if they perceive non-compliance prac-
tices as universal in their referent group.

Palil [28] also affirm the notion that
the compliance behavior of a taxpayer has
a direct impact from the behavior and atti-
tude of other persons in their social group.

Lefebvre et al. [29] contends that
when the taxpayers perceive high level
of compliance behavior in their referent
group, it does guarantee an improved
version of compliance behavior explica-
ting that it is not necessitate that a good
illustration of compliance should always
have any disciplinary effect on their com-
pliance behavior. On the contrary, if the
taxpayers perceive the existence of high
non-compliance practices in their peer
group, it will surely decrease their com-
pliance behavior (Figure 1).

Nurwanah et al. [30] found a favora-
ble impact of subjective norms on the
compliance behavior of the taxpayers.
Bobek et al. [31] also affirm the notion
and posit that subjective norms have a fa-
vorable impact on the taxpayer’s compli-
ance behavior. Saad [32] also contended a
positive and significant impact of subjec-
tive norms on the compliance behavior of
taxpayers.

Maulana & Andrianingsih [33] have
also explored a favorable impact of sub-
jective norms on the compliance behavior
of the taxpayers.

Wallschutzky [34] also posit that the
probability of non-compliance behavior of
taxpayers goes on increasing with the num-
ber of non-compliant peer group members;
they have in their particular referent group.

2.1.3. Perceive Behavioral Control

Perceived Behavioral Control (PBC) is
a crucial concept in the Theory of Planned
Behavior (TPB), proposed by Ajzen [22]. It
refers to an individual’s perception of the
ease or difficulty in executing a particular
behavior. PBC encompasses internal and
external factors influencing one’s ability to
accomplish an action.

Ajzen [22] suggests that individuals
assess their control beliefs by considering
factors such as resources, skills, and obsta-
cles related to the behavior. High perceived
control increases the likelihood of intention
formation and action implementation.
For instance, someone perceiving ease in
accessing healthy food options is more
likely to adopt a healthy eating behavior.
PBC interacts with attitudes and subjective
norms within TPB, influencing behavioral
intentions. However, it acknowledges that
perceived control might not always gua-
rantee behavior due to external constraints
or unforeseen circumstances.

Smart [35] and Alleyne & Harris [26]
reported a positive impact of PBC on tax-
payer’s compliance intention. However,
Dey [36] instituted an indirect impact of
PBC on the taxpayer’s compliance behavior
with the interaction of subjective norms.

Maulana & Andrianingsih [33] pro-
pounded a positive but insignificant im-
pact of PBC on the compliance behavior
of the taxpayers. However, it is worth
mentioning here that there are very limi-
ted number of studies that have explored

Behavioral Belief P Attitude
Tax
Normative Belief > Subjective Norms » Intention » Compliance
—--7% Behavior
Control Belief » Perceived Behavioral Control [~~~ i

Figure 1. Theory of Planned Behavior
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the compliance behavior of taxpayers with
the application of TPB theory, therefore,
the impact of PBC on the taxpayer’s com-
pliance behavior is still ambiguous and
unclear.

Thus, the above literature review has
well documented that the compliance
behavior of GST taxpayer is a worrying
phenomenon for the Indian economy. Ho-
wever, there is hardly any study which
has focused on understanding this com-
plex phenomenon with the application of
TPB theory. The government loses nearly
5 trillion rupees in revenue from indirect
taxes each year due to GST non-comp-
liance among GST taxpayers.

Moreover, the available literature has
versed well with a number of studies con-
ducted on compliance behavior of taxpay-
ers for corporate and income taxpayer lea-
ving the GST compliance behavior of GST
taxpayers virtually unexplored. Therefore,
this study tries to explore the determinants
of compliance behavior of GST taxpayers
with the application of theory of planned
behavior in India.

3. Research Objective and Methodology

The main objective of the study is to
explore the determinants of compliance
behavior of GST taxpayers with the ap-
plication of TPB theory in India. For this
purpose, the study has developed the in-
strumental scale by critically analyzing
the extensive literature in this context. As

majority of the study in this domain has
confined its periphery to income tax and
corporate taxpayers, therefore, it become
necessitate to validate the developed in-
strumental scale with the help of experts
working in this particular domain.

Therefore, the proposed instrumental
scale is validated with the help of 77 GST
experts and academicians regularly wor-
king in this phenomenon by conducting
a semi structured interview. The majority
of the GST experts agree on the proposed
instrumental scale with the deletion of one
research item.

Thereafter the finalization of the in-
strumental scale by the GST experts, the
study has collected the data from 152 GST
taxpayers for the pilot survey and final
refinement of the developed instrumen-
tal scale. The final proposed instrumental
scale (after affirms the validity and relia-
bility) is used to collect the data from the
GST taxpayers.

The final data was collected from 577
GST taxpayers using snowball random
sampling with the help of the GST experts.
However, the final analysis integrated
only 503 questionnaires as 74 question-
naires have to be excluded due to illegible,
duplicate and incomplete responses from
the respondents.

Figure 2 explicate the research meth-
odology adopted for the development
of the instrumental scale for the current
study.

Through examination of available literature for framing conceptual model

Selection of GST experts for qualitative interview

Expert’s census for selected items at step I

Preliminary survey for final refinement of instrumental scale

EFA and CFA analysis of items selected in IV step

Figure 2. Development of Instrumental Scale



Journal of Tax Reform. 2024;,10(1):134-148

eISSN 2414-9497

The final collected data was analyzed
using Exploratory Factor Analysis (EFA)
and Confirmatory Factor Analysis (CFA)
to validate the theory of planned behav-
ior for understanding the complex phe-
nomenon of compliance behavior of GST
taxpayers. These are the most advance
statistical tool to develop and validate the
instrumental scale in social science with
the application of any theory.

4. Results

The compliance behavior of GST tax-
payers is a multifaceted phenomenon
which is affected by numerous factors.
However, there is hardly any study which
has applied the Theory of Planned Behavior
(TPB) to comprehend the compliance be-
havior of GST taxpayers around the globe.
Therefore, it becomes imperative to deve-
lop a comprehensive instrumentals scale by
applying TPB theory for comprehending
the complex and multifaceted phenomenon
of compliance behavior of GST taxpayers.

The initial step for the development

tablishment of a theoretical construct’s di-
mensions. For the application of EFA, the
study should have a sample of minimum
five responses against each research item
of the instrumental scale.

Field [37] and Hair et al. [38] pro-
pounded a sample in the ratio of 1:10 for
each research item of the instrumental scale
for ensuring the applicability of the factor
analysis on the research items, whereas
Comrey & Lee [39] instituted a minimum
sample of 300 respondents for the same.

The sample size for the current study
is 577 for 15 research items (in the ratio of
38:1) for measuring three constructs name-
ly attitude behavior, subjective norms and
perceived behavioral control. Similarly, to
ensure the sampling adequacy, the study
has applied the KMO and Bartlett’s test of
sphericity as illustrated in Table 1 with the
following alternate hypothesis H1: Corre-
lation matrix is significant.

Table 1. Measurement of Sampling
Adequacy

of comprehensive instrumental scale is =~ KMO Measure 0.843
to classify the information from mul-  Bartlett's Test of sphericity 2631.918
tiple variables into fewer components  (Approx. ChiSquare
using EFA analysis. Typically, EFA is the DF 105
preliminary step in the development of  P-Value 0.000*
comprehensive scale to facilitate the es-  Notes: *sig. at 1%
Table 2. Result of Exploratory Factor Analysis
Latent |, Code Standardizs:d ‘ Eigen-value ‘f/o % . Cronbach
Construct Factor Loading Variance | Cumulative Alpha
SNO08 0.804
o SN09 0.784
i}gﬁgwe SN06 0.778 3.010 20.063 20.063 0.833
SNO07 0.765
SN10 0.729
ABO1 0.816
) ABO02 0.787
pttitude ABO4 0.777 3.008 20.055 40.118 0.833
ABO3 0.764
ABO05 0.722
PBC14 0.829
Perceived  PBCI12 0.778
Behavioral PBC13 0.773 3.003 20.019 60.137 0.830
Control PBC15 0.745
PBC11 0.732

Notes: The factor was extracted using principal components analysis with varimax Kaiser normalization

rotation. ® Rotation converged in six iterations.
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The computed value of KMO measure
(x> = 0.843 with p-value 0.00) explicates
that the sample size of the current study
is highly suitable for the application of
factor analysis technique. Moreover, the
statistical value for Bartlett’s test of spheri-
city (x*>= 0.843, DF 105, with p-value 0.00)
illustrates that the correlation matrix is
highly significant as indicated by signifi-
cant p-value.

After affirming the suitability of the
research data for factor analysis tech-
nique, the study has applied the EFA and
CFA statistical tool as presented in Table 2
and Figure 3 respectively.

The result of the factor analysis af-
firms three factors explaining 60.137% of
total research variable variance. The first
factor was labeled subjective norms with
eigenvalue of 3.010 explaining 20.063% of
the research variable variance. Subjective
norms refer to the perceived social expec-

@ .
@
0.73
@ 07
@ 76
@
@ .
@ %
0.71
©
®
@
@ -
@ 2
0.72
@
@ o
@

Behavioral [

tations or pressures that an individual tax-
payer perceives from their surrounding
environment regarding certain behaviors
or actions. These norms are based on an
individual’s beliefs about what other peo-
ple in their referent group think that they
should or should not do in a particular si-
tuation. They encompass the influence of
social factors i.e. family, friends, culture,
and society, on an individual’s attitudes
and behaviors.

Subjective norms play a significant
role in shaping an individual’s decisions
and actions, as people often consider the
opinions and expectations of others when
making choices. In the past, a number of
studies affirm the notion that the compli-
ance behavior of taxpayers has a direct
impact from what other people (i.e. rela-
tive, friends, colleagues, employees) per-
ceive about the non-compliance behavior
of the taxpayer and whether they approve

Subjective
Norms

0.08

Attitude

0.17
Behavior

0.03

Perceived

Control

Figure 3. Measurement Model
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or disapprove this type of behavior of the
taxpayers.

Wallschutzky [34] have instituted that
subjective norms have a direct impact on
the compliance behavior of the taxpayers.
Kirchler et al. [25] and Palil [28] also ex-
plored that the subjective norms have a fa-
vorable impact on the compliance behavior
of the taxpayers.

Bobek et al. [31] and Lefebvre et al.
[29] also affirm this notion and conclude
that compliance behavior of the taxpayers
is affected by the referent groups to which
the taxpayers belong.

Saad [32] explicate that the peer group
of the taxpayers have a direct impact on
their decision of whether to comply or not
with the tax norms of the country. Owusu
et al. [27] have also instituted that the
compliance decision of the taxpayers has
a direct impact from the subjective norms
of the referent group of the taxpayers.

Similarly, the findings of the factor
analysis explicates that the subjective
norms of the referent group are a major
predictor of the compliance behavior of
GST taxpayers. In the TPB framework,
the attitude component refers to an in-
dividual’s evaluation or perception of
a particular behavior. It involves one’s
overall assessment of whether the beha-
vior is favorable or unfavorable, positive,
or negative.

This component reflects the personal
belief about the potential outcomes or con-
sequences of engaging in that particular
behavior. Attitude in this theory encom-
passes an individual’s feelings, emotions,
and thoughts toward the behavior, influ-
encing their willingness or motivation to
perform or avoid the behavior based on
these assessments (Figure 3).

The results of the factor analysis af-
firm the attitude behavior of the taxpayers
as the 2" most import factor in explaining
the compliance behavior of GST taxpayers
with a research variance and eigenvalue
of 20.055 and 3.008 respectively. The atti-
tude of the taxpayers toward the payment
of taxes has a direct impact on their deci-
sion whether to comply or not to comply
with the rules and regulations of the tax
laws of their respective countries.
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Witte & Woodbury [24] and Kirchler
et al. [25] have also affirmed this notion
and conclude that the attitude of the tax-
payers has a significant impact on the
compliance behavior the taxpayers. Al-
leyne & Harris [26]; Putra & Osman [23]
and Owusu et al. [27] has also posited that
the attitude of the taxpayers towards tax-
ation system has important inferences on
the intention of the taxpayers to comply
with the tax law.

Onu [40] have instituted that the fa-
vorable attitude of the taxpayers toward
the taxation system does not assure that
the particular taxpayer will adhere to the
rules and regulation with hundred cent
accuracy.

Thus, the results affirm the notion
that the attitude of the GST taxpayers to-
ward the GST taxation system of the coun-
try has a direct impact on their intention
whether to comply or not to comply with
the GST law of the country. Moreover, the
Perceived Behavioral Control (PBC) in the
TPB theory relates to an individual percep-
tion of easiness or difficulty in performing
a certain behavior. It reflects the person’s
belief in their capability to successfully
execute the behavior, considering both
internal and external factors that may fa-
cilitate or hinder its accomplishment. This
component considers elements like skills,
resources, opportunities, and external cir-
cumstances that could impact one’s ability
to engage in the behavior.

Essentially, perceived behavioral con-
trol examines the extent to which an indi-
vidual feels in control of performing the
behavior, influencing their intentions and
actual behavioral execution. The theory
of reason action was extended by Fishbe-
in & Ajzen [21] by incorporating PBC to
explain the non-volitional behavior. Ho-
wever, a number of studies conducted by
Bobek [36]; Dey et al. [41]; Hamid [42], Ba-
ni-Khaleed et al. [43] and Owusu et al. [27]
do not found any significant impact of PBC
on compliance decision of the taxpayers.

But Bobek [36] have propounded that
the PBC in TPB framework intermingle
with subjective norms to decide the com-
pliance decision of the taxpayers. Similar-
ly, Alleyne & Harris [26] also instituted
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that the PBC has an impact on the compli-
ance behavior of the taxpayers.

Moreover, Figure 3 illustrates the
measurement model of the study for de-
veloping the instrumental scale for meas-
uring the compliance behavior of the GST
taxpayers with the help of the theory of
planned behavior. The internal consisten-
cy of the model has been evaluated on the
basis of Cronbach’s alpha as presented in
Table 3. As a standardized rule, the value of
Cronbach alpha should be higher than 0.7,
whereas the value above 0.8 is considered
as good and a value of Cronbach alpha is
considered as a symbol of exceptional in-
ternal consistency (Garg et al. [44]).

In our analysis, the value of Cronbach
alpha ranges from 0.830 to 0.833 as dis-
played in Table 3 illustrating that the in-
strumental scale has high level of internal
consistency. Moreover, the value of AVE
as explicated in table III is greater than 0.5
ensuring the discriminant validity of the
measurement model. Similarly, the va-
lue of Composite Reliability (CR) for all
the three constructs of TPB framework is
greater than 0.7 explicating the high relia-
bility of the instrumental scale as presen-
ted in table III. The Convergent Validity

(CV) of the measurement model stipulates
the convergence between the research
items included in the study. CV is usually
assessed with the help of the standardized
factor loading of the measurement mo-
del where the factor loading of above 0.5 is
usually indicate that the constructs of the
measurement model are highly substan-
tial and demonstrative of their construct.

The value of the factor loading for the
measurement model of the study ranges
from 0.722 to 0.829 as illustrated in Table 3
ensuring the convergent validity of the
measurement model of the study. Similar-
ly, the Discriminant Validity (DV) of the
measurement model is generally assessed
with the help of the AVE where the value
of AVE should be greater than the value
of MSV which ensure that each and every
construct of the measurement model is
independent and distinct from other con-
structs of the measurement model.

The value of AVE is greater than the
value of MSV as explicated in table III
ensuring the discriminant validity of the
measurement model of the study. More-
over, the square root of AVE is greater
than the correlation values of the con-
struct (Table 4).

Table 3. Assessment of Discriminant Validity

Subiective Perceived
Factor Name Attitude N] Behavioral] CR | AVE | MSV \MaxR(H)
orms
Control
Attitude 0.708 - - 0.834 0501 0.027 0.837
Subjective Norms 0.076 0.708 - 0.833 0501 0.006 0.839
Perceived Behavioral Control 0.166* 0.025 0.709 0.834 0502 0.027 0.843

Notes: The values in off diagonal represent the correlation between construct and diagonal value (in bold
and italic) exhibits the square root of AVE obtained from observed variables.

*Significant at 1%.

Table 4. Results of goodness of fit indices

Statistical Measures Model Fit Indices Threshold Limit Model Interpretation

x> 90.335 - -

DF 87 - -

x?/ DF 1.038 Between1to 3 Excellent
CFI 0.998 >0.95 Excellent
GFI 0.977 >0.90 Excellent
SRMR 0.029 <0.08 Excellent
NFI 0.966 >0.90 Excellent
TLI 0.998 >0.90 Excellent
RMSEA 0.009 <0.06 Excellent
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Moreover, the study has used the uni-
versally used goodness of fit indices as
presented in Table 4 for checking the fit-
ness of the measurement model. The com-
puted statistics for all goodness of fit indi-
ces is within the threshold limit depicting
that the measurement model is highly fit
for measuring the determinants of compli-
ance behavior of GST taxpayers with the
application of TPB theory.

5. Discussion

The above discussion has explicated
that GST compliance behavior is a wor-
rying phenomenon for all countries across
the globe. The governments around the
worldwide are adopting different kind of
taxation system to put a check on the tax
evasion and tax fraud practices adopted
by the taxpayers.

However, it is a bitter truth that all the
taxpayers of a country can never be 100%
compliant in their tax obligations, but it
is also true that the compliance behavior
of taxpayers may be improved by under-
standing the phenomenon of why taxpayer
evade taxes. This may be the first study to
explore the compliance behavior GST tax-
payers especially with the application of
theory of planned behavior.

The findings of the study as discussed
above affirm that the compliance behavior
of GST taxpayers is a multifaceted phe-
nomenon which is affected by a number
of factors. The results assert that the the-
ory of planned behavior explain 60.137%
of the compliance behavior of the GST
taxpayers. The findings of the study il-
lustrates that the compliance behavior of
taxpayers is affected by the attitude of the
GST taxpayers towards the GST taxation
system of the country resulting in accep-
tance of first hypothesis of the study.

A number of studies conducted by Pu-
tra & Osman [23]; Witte & Woodbury [24];
Kirchler et al. [25] and Owusu et al. [27]
also affirmed this notion and concludes
that the attitude of taxpayers has a favora-
ble impact on the compliance behavior of
the taxpayers.

Similarly, the results affirm that the
GST taxpayers are social human being
who lives in society and their compliance

144

behavior is directly or indirectly influence
by the behavior of their peer or referent
group resulting in acceptance of H2.

The results are in line to past studies
conducted by Kirchler et al. [25]; Owu-
su et al. [27]; Palil [28]; Lefebvre et al. [29]
and Bobek et al. [31].

Moreover, the hypothesis H3 is also
accepted which explicates that PBC also
play a significant role in influencing the
compliance behavior of taxpayers.

Thus, the findings of the study assert
in acceptance of all three-hypothesis for-
mulated for achieving the objective of the
study and conclude that the compliance
behavior of GST taxpayers is positive-
ly impacted by the attitude, subjective
norms and perceived behavioral control
prevailing in the GST taxation system of
the country.

The findings of the study may be used
to comprehend the compliance behavior
of GST taxpayers at nation and interna-
tional levels with the application of theory
of planned behavior and the findings of
the study may be generalized.

However, to comprehend the compli-
ance behavior of the taxpayers with more
consistency and high predictive power,
the theory of planned behavior may be ex-
tended by adding some other constructs.

Therefore, a future study may be
conducted in this domain by extending
the theory of planned behavior for com-
prehending the compliance behavior of
the GST taxpayers and to generalize the
findings of the study. However, the fin-
dings of the study are based on the GST
taxpayers of the Indian country only and
therefore the findings of the study may
be used for conducting further research
in this domain accordingly.

6. Conclusion

This study endeavors to explore the
determinants of compliance behavior of
GST taxpayers in India with the applica-
tion of theory of planned behavior. The re-
sults of the study inferred that the attitude
of the GST taxpayers, subjective norms
and perceived behavioral control are the
major predicator of compliance behavior
of GST taxpayers in India explaining over
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60% of research variable variance. Simi-
larly, the results of the CFA analysis also
affirm the factor extracted from explorato-
ry factor analysis with the application of
theory of planned behavior.

The finding of the study exhibits
that the compliance behavior of GST tax-
payers is positively impacted by the at-
titude of the GST taxpayers towards the
GST taxation system, subjective norms
and perceives behavioral control. The
foremost important factor is subjective
norm explaining a 20.063% of the total
research variable variance in determining
the compliance behavior of GST taxpayer.

The government should try to build
up a common perception in the society
that the payment of taxes to the govern-
ment helps in transformation and deve-
lopment of the nation to create a common
environment of trust and accountability
among the taxpayers that the guardian of
the country is utilizing the resources of the
country in a honest and best fit manner.
This common believe of the public will
also help in boosting the overall compli-
ance behavior of the GST taxpayers as
subjective norms also have a favorable
impact on the compliance behavior of
taxpayers as explicated by the result of
the study. The government should try to
build a belief among the GST taxpayers
that their involvement in non-compliance
practices may disapprove them from their
peer or social group.

Similarly, the 2" most important fac-
tor is attitude of GST taxpayers towards
the GST system of the country in theory of
planned behavior. Therefore, the govern-
ment should take necessary measures to
transform the positive attitude of the GST
taxpayers towards the GST tax payments.
The government should organize various

seminars and programs from time to time
to change the attitude of the taxpayers
and to comprehend them the importance
of payment of taxes by them in the deve-
lopment of the Indian economy. Similarly,
the perceived behavioral control also has
an impact on the compliance behavior of
the GST taxpayers.

Therefore, the government should
take corrective measures to remove the
existing loopholes in the existing GST
system to control the raising GST frauds
in the country. Moreover, the sanc-
tions of the GST law should be applied
through the prism of justice and partial-
ly to a more serious category of offenses
rather than simply categorizing them as
misdemeanors. For this, the government
may formulate a special committee and
fast track tribunals for taking final deci-
sions timely to create a sense of positive
attitude among the taxpayers that their
involvement in the GST fraud may result
in strict punishment and heavy fines.

The organization of seminars and
programs by the government against the
GST frauds may help in building a sense
of believe among the public that their as-
sociation in the GST fraud may disapprove
them from their social or referent group. As
GST has a major share in own tax revenue
of the Indian states, therefore, it become ne-
cessitate to formulate appropriate policies
and strategies to combat the non-comp-
liance behavior of the taxpayers to improve
the taxation revenue of the country.

This study has major implications
for the government and policy makers in
comprehending the compliance behavior
of GST taxpayers in India for devising ap-
propriate policies and strategies to control
the prevailing GST frauds in the existing
GST system of the country.
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