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Abstract  

This study examines the influence of culture in the ethical decision making of tax 

professionals in New Zealand by extending the Theory of Planned Behaviour with Hofstede’s 

(1980) National Cultural Dimensions. The study gathered responses from 119 tax 

professionals who are members of the New Zealand Institute of Chartered Accountants 

through web-based online survey. The data was analysed using the partial least squares 

(PLS), a structural equation modelling approach. The findings suggest that attitudes towards 

tax compliance, subjective norms, perceived behavioural control, masculinity and uncertainty 

avoidance significantly influence the intention to comply with the tax law. However, no 

support is provided by power distance and individualism in explaining the compliance 

behaviour of tax professionals in overstating expenses tax scenario.  
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1.0  Introduction   

Tax compliance is a concern for governments around the world since non-compliance does 

not only affect the amount of tax collected but also the implementation of government 

policies (Alley & James, 2006). Due to the broad consequences of non-compliance with tax 

laws, tax compliance studies have gained much attention and continue to be important 

platforms to understand the reasons of why people comply and do not comply with the tax 

laws.  

Tax compliance issues can be approached from multidisciplinary areas such as law, 

economics, accounting, psychology and public finance. Tax compliance is defined as filing 

all required returns and reporting all liabilities correctly at the proper time, based on the 

relevant tax laws, regulations and court decisions (Roth, Scholz, & Witte, 1989). The basic 

idea of complying with the tax law is explained either as a tax gap concept or voluntary 

compliance which leads to different approaches in understanding tax compliance (Alley & 

James, 2006). Past studies suggest that these two main schools of thoughts: the economic-

based approach and the psychology-based approach are widely used to explain tax 

compliance (Alm, Sanchez, & De Juan, 1995; Andreoni, Erard, & Feinstein, 1998; Jackson & 

Milliron, 1986; Richardson & Sawyer, 2001). 

The economic school believes in the concept of tax gap and proposes economic-based 

theories and models while, the psychology school supports the voluntary concept and favour 

the psychology-based or behavioural approach in understanding tax compliance (Alley & 

James, 2006). The different approaches lead researchers in tax compliance studies to explain 

tax compliance as either a problem of economic rationality or behavioural cooperation. In 

economic models for instance, tax compliance is motivated by the trade-off between cost and 

benefit of non-compliance (Allingham & Sandmo, 1972). In psychology-based approach 

however, psychological factors such as attitude, moral judgment, social norms are used to 

encourage tax compliance (Jackson & Milliron, 1986; Richardson & Sawyer, 2001).  

The different theoretical approaches in explaining tax compliance contribute to identifying 

the different factors in tax compliance studies. Apart from the main fourteen variables 

identified by Jackson and Milliron (1986) and Richardson and Sawyer (2001), their synthesis 

also suggests tax preparers as one of the variables which is important in tax compliance 

studies. Tax professionals act as advocates to their clients and an intermediary to the 

government in a tax system (Tan & Sawyer, 2003). Despite their importance, studies on tax 

professionals are still scarce compared to other factors in tax compliance studies (Tan, 2006).  

Tax compliance involves an ethical decision making process, whether or not to comply with 

the tax laws. Ethical decision making is a social process which is transferred within culture 

from generation to generation (Crane & Matten, 2007) and thus different cultures embrace 

different values and behaviour (Axinn, Blair, Heorhiadi, & Thach, 2004). The importance of 

culture in the context of tax compliance has been supported in previous studies (Kirchler, 

2007; Torgler & Schneider, 2007). However, there is no standard measure to examine the 

influence of culture in tax compliance, which leads to mixed findings on the importance of 

culture in some studies (Kirchler, 2007).  

This paper presents some of the findings from a larger PhD study on the influence of culture 

in the ethical decision making of tax professionals in New Zealand in performing their roles. 

Despite the term ethical decision making being used throughout the study, it does not 
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conclusively suggest that all decision making by tax professionals are ethical. Similar to Tan 

and Sawyer (2003), the terms ‘tax professionals’, ‘tax preparer’, ‘tax agents’, ‘tax advisor’ 

and ‘tax practitioner’ are used interchangeably throughout the study to reflect the many 

definitions being used in tax compliance studies.  

The remainder of the paper is organized as follows. Section 2 discusses the relevant past 

studies, followed by Section 3 on the Research Methods. Section 4 presents the analysis and 

findings and finally, Section 5 provides the conclusion of the paper.  

2.0  Literature review and hypotheses development 

While there are various definitions of tax compliance (Alley & James, 2006; Andreoni et al., 

1998; Roth et al., 1989), the reality in a tax system suggests that it is challenging to determine 

the boundary between what is (and what is not) considered as acceptable tax compliance. For 

instance, in commenting on the court judgments involving Messrs Penny and Hooper v CIR 

in New Zealand, Sawyer (2009) argues that the size of tax saving, and whether the intention 

is purposeful or incidental are not important in determining whether or not a case involves tax 

avoidance. The court decisions according to Sawyer (2009, p. 98) have “significant 

ramifications for Inland Revenue and other taxpayers”, which suggest that complying with 

the tax law is a subjective matter. Complying with the tax law becomes more challenging 

with the changes in the tax landscapes such as the establishment of the self-assessment 

system (SAS). The SAS for instance, transfers more responsibility to taxpayers to voluntarily 

report and pay any tax liabilities due to the tax authority with the consequent penalties if an 

incorrect tax position is adopted. Since tax professionals have the expertise in interpreting the 

frequently complicated tax laws, their advice may be sought more in an SAS environment. 

For instance, findings from a research on tax professionals in Malaysia suggest that SAS 

brings more business to tax practitioners (Lai & Choong, 2009).  

The process of complying with the tax laws involves ethical considerations. In a synthesis of 

cultural studies in accounting by Chanchani and MacGregor (1999), an area that requires 

further examination is the effect of culture on judgment. In the tax context for instance, 

different culture may allow different incentives and opportunities for tax compliance and 

non-compliance (Chau & Leung, 2009). To understand better the importance of tax 

professionals and culture in a tax system, the next sub-sections present some brief discussions 

on the roles of tax professionals in a tax system, the concept of culture and the influence of 

culture in tax compliance.  

2.1 The roles of tax professionals in a tax system  

In performing their roles, tax professionals frequently face dilemmas because they are 

engaged to undertake various tasks by their client with the ultimate concern being how much 

tax the client could save or minimising what their clients have to pay to the revenue authority. 

Meanwhile, tax professionals also have to consider their obligations to other parties, such as 

the revenue authority, their firm, profession and the public (Yetmar & Eastman, 2000). While 

auditors of financial statements generally have to be independent and perceived to be 

independent of their clients, tax professionals, on the other hand, have to act as advocates for 

their clients and serves as intermediaries in the tax system. Due to this unique position, it is 

challenging for tax professionals to determine the boundaries as advocates and maintain their 

professionalism at all times (Bobek & Hatfield, 2003).  
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Due to their expertise, taxpayers rely on tax professionals to deal with their tax matters. In 

Australia, Sakurai and Braithwaite (2003) reveal that majority of the respondents in their 

study engaged tax professionals. Similar findings are provided in a study of corporate 

taxpayers in Malaysia by Isa and Pope (2011) which demonstrates that majority of the 

corporate taxpayers engage tax agents to handle their tax matters. The statistics provided by 

the Inland Revenue Department in Figure 1 also suggest the reliance of taxpayers in New 

Zealand on tax professionals. 

Figure 1: Diagram of the number of tax agents hired from 2001 to 2011 
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Source: New Zealand Inland Revenue Department (2012) 

 

 

Tax professionals are appointed to assist taxpayers in various tax matters, such as minimizing 

tax audit problems, tax saving, risk management, reducing the tax compliance costs, 

submitting accurate tax returns or to resolve uncertainties (Hite et al., 2003; Tan, 2006; Tan 

& Sawyer, 2003). According to Spilker, Worsham Jr, and Prawitt (1999) and Hite et al. 

(2003), depending on the nature of the tax law, tax professionals play dual roles. Tax 

professionals favour aggressive tax positions in an ambiguous tax condition and become 

enforcers of the tax laws in unambiguous tax environment.   

Andreoni et al. (1998) argue that the various roles of tax practitioners in tax compliance exert 

influence on the compliance process. Tax practitioners reduce the possibility of errors by 

providing accurate information and thus, support tax compliance. However, in ambiguous tax 

laws, tax practitioners are prone to provide aggressive tax reporting which may lead to non-

compliance. The influence of tax professionals on others in matters related to tax has also 

been discussed in previous tax compliance studies. In a series of interviews with tax 

practitioners in six cities in Australia, Tomasic and Pentony (1991)) found that tax 

practitioners in Australia who act as intermediaries between the Australian Tax Office and 

the taxpayers also have an influence on the level of compliance with the tax laws. Erard 

(1993) suggests that the use of tax practitioners increases the level of compliance.  
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Tan (1999) provides evidence that taxpayers in New Zealand who engage tax practitioners 

accept the advice given by the tax practitioners as correct and act accordingly. Doyle, 

Frecknall Hughes, and Glaister (2009) argue that tax professionals are influential in 

determining the amount of tax that will be paid by their clients. Marshall, Armstrong, and 

Smith (1998) suggest that the tax professional roles are not limited to preparation of income 

tax returns and providing tax advice, but also representing their clients when negotiating with 

the tax authority.  

A study by Blumenthal and Christian (2004) in the United States found that the increase in 

audit enforcement results in more taxpayers seeking the advice of tax practitioners. In the 

United Kingdom, Hasseldine, Holland, and Van Der Rijt (2012) confirm the intermediary 

role of tax advisers as the broker of knowledge between the corporate taxpayers who 

perceived themselves as knowledge buyers and the Her Majesty’s Revenue and Customs as 

the knowledge seller. In Malaysia, findings from Mohd Isa (2012) suggest that tax agents 

have important roles in assisting corporate taxpayers to fulfil their tax obligations either for 

tax preparation, tax updates or external opinions. A recent interview study by Abdul Hamid 

(2012) involving tax professionals in Malaysia and New Zealand, supports the role of tax 

professionals as an intermediary in a tax system. In that study, there is agreement among the 

participating tax professionals in Malaysia and New Zealand to take a long-term approach to 

solve the ethical tax dilemmas that they face. The role as intermediaries is reflected by 

educating their clients through explaining the relevant tax laws.   

The review of past studies presented in this paper suggests that tax professionals have 

important roles in a tax system; as advocates for their client and as an intermediary to the 

government. Their unique position suggests that it is challenging for them to remain objective 

at all times in their decision making while performing their roles. 

2.2 The concept of culture  

The importance of culture in the ethical decision making process is acknowledged in the 

ethical decision making models (see for instance Ferrell and Gresham (1985) and Hunt and 

Vitell (1986)). According to De Mooij (2004), individuals are the outcome of their culture 

and social groupings which share similar beliefs, attitudes, norms and values. Individual 

behaviour is the result of interaction between “culturally dependent social roles and 

individually different role identities” (Matsumoto, 2007, p. 1286).  

The classic work of Kroeber and Kluckhohn (1952), synthesizes one hundred and sixty four 

definitions of culture from various subject areas. They distinguished culture into six different 

groups which are descriptive, historical, normative, psychological, structure of patterns and 

genetics. Kroeber and Kluckhohn (1952) argue that culture can be characterized according to 

symbols, is learned, a way of behaving, a feeling and reacting and include implicit culture 

which differs across societies. They also argue that the ‘whole’ concept of culture is formed 

by sub-cultures which could be regional, economic, status, occupational, cliques or the 

combinations of all these.  

Cultural differences could be observed from either the implicit (subjective) elements such as 

the underlying values, and explicit (objective) elements, such as physical objects of culture 

for instance, clothing (Kroeber & Kluckhohn, 1952; Matsumoto, 2007). With respect to the 

implicit elements of culture, the seminal work of Hofstede (1980), is the first to identify 
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cultural variability (Matsumoto, 2007). This perhaps explains the reason for Hofstede’s 

(1980) cultural dimensions being widely used in social science studies.  

Hofstede (1980) defines culture as the collective programming of the mind which 

differentiates the members of a group with people from other groups. In his earlier seminal 

work, Hofstede (1980) used more than 117,000 questionnaires distributed to IBM employees 

across 67 countries and suggests four National Cultural Dimensions to explain the differences 

of culture. The first dimension is Power Distance which refers to how a society could accept 

inequality in power distribution. In low Power Distance society, the decision making in an 

organization is less concentrated and the staffs are treated equally irrespective of their status. 

The second dimension is Uncertainty Avoidance, which refers to the extent a society feels 

threatened by ambiguous and uncertain situations, and tries to avoid them. In low Uncertainty 

Avoidance society, people have lower stress and are more willing to take risks. The third 

dimension is Individualism-Collectivism which explains the degree of preference for closely-

knit or loosely-knit relationship societies. In an Individualistic society people are only 

concerned about their immediate family members and want to distinguish themselves from 

others. In a Collectivist society people regard themselves as belonging to in-groups in the 

society and are more likely to pursue the interest of the society rather than their own interest. 

The fourth dimension suggested by Hofstede (1980) is Masculinity-Femininity dimension 

which addresses the issue of dominant gender role pattern in a society. In a Masculine 

society, achievement and success are the dominant values, whereas in a Femininity society, 

the quality of life and caring for others are more relevant values. Later, Hofstede (1991) 

suggested another cultural dimension, which is Long term versus short term orientations 

which differentiate the level of persistence, adaptability and stability perceived by societies.  

A number of accounting studies have attempted to examine culture from the perspectives of 

Hofstede’s (1980, 1991) National Cultural Dimensions (see for instance: Cohen, Pant, and 

Sharp (1996); Gendron, Suddaby, and Iam (2006); Roxas and Stoneback (1997); Williams 

and Seaman (2001)). Hofstede’s (1980, 1991) cultural dimensions have been widely used in 

social science studies and have contributed to explain the differences in cross-cultural 

business practices due to a number of reasons. First, Hofstede’s dimensions are independent 

except for Power Distance and Individualism-Collectivism (De Mooij, 2004). The 

applications and replications of Hofstede’s studies on matched and non-matched samples 

confirmed that Hofstede’s dimensions are still relevant (De Mooij, 2004; Hofstede, 2001; 

Patel, 2003; Tsakumis, 2007). In addition, Hofstede’s dimensions were empirically developed 

while other cultural constructs remain at the conceptualization phase (Yoo, Donthu, & 

Lenartowicz, 2011) and finally, Hofstede’s cultural dimensions have been widely used to 

explain the effect of culture in various topics (Hofstede, 2001). In a synthesis by Kirkman, 

Lowe, and Gibson (2006), they found that Hofstede’s work is influential in classifying 

culture and in general Hofstede’s framework is still relevant in cross-cultural research.  

Despite being replicated in many studies, there are some criticisms which may limit the use 

of Hofstede’s dimensions in explaining culture. According to Baskerville (2005) there are 

five common criticisms of Hofstede’s (1980, 1991) National Cultural Dimensions. First, it is 

not sufficient to use survey to examine cultural differences; second, nations are not the best 

variable to study culture; third, a study on a subsidiary of an organization cannot represent the 

whole nation; fourth, the IBM data are obsolete and no longer valid and finally, four or five 

dimensions are not sufficient to measure culture. Due to the limitations, Hofstede’s (1980, 

1991) scores and ranks for countries should not be perceived as an absolute standards (Yeoh, 

1999).  
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2.2.1 Culture and tax compliance    

Since complying with the tax law involves ethical consideration and culture influences in 

both ethics and values as indicated in some past accounting research, for instance; Gendron et 

al. (2006); Jakubowski, Chao, Huh, and Maheshwari (2002); Smith and Hume (2005), some 

studies have attempted to specifically examine the influence of culture in the tax context.  

Alm and Torgler (2006) examined the tax morale and tax compliance between the United 

States (US)  and 15 European countries and found that basically, the US taxpayers have 

higher tax morale compared to Spanish. Tax morale is also higher in the Northern European 

countries compared to the Romanic countries. Bobek, Roberts, and Sweeney (2007) 

examined the relationship between the social norms and tax compliance intention in 

Singapore, Australia and the US. The findings from the study suggest that country effect 

(culture) is outweighed by the social norms. While social norms are strongly related to 

intention to comply with tax and explain the inter-country differences, the level of norms 

among the three countries is different. The combination between personal norms and 

subjective norms is the highest in Singapore, followed by Australia and the US. Kirchler 

(2007) argues that social norms influence taxpayers in their compliance behaviour through 

the group they are associated with. However, Kirchler (2007) also suggests that the concept 

of norms in tax context is difficult to be understood since norms could come from individual 

standards, socially approved from people close to the taxpayers or societal norms, which 

come from the collective or national level and are translated in the tax law.  

The findings by Torgler and Schneider (2007) also suggest that culture influences tax 

compliance. Their study examined the effect of culture on tax morale to comply with the tax 

law in Switzerland, Belgium and Spain. Despite being European countries, their cultures are 

diverse. The findings suggest that it is possible for culture and national pride to influence tax 

morale in complying with the tax laws. Lewis, Carrera, Cullis, and Jones (2009) compared 

the influence of culture in tax compliance between respondents in the UK and Italy. The 

study demonstrates that Italians respondents declare more as the probability of detection 

increases and when it is framed as a gain.  

Using Hofstede’s (1980) cultural dimensions, Tsakumis, Curatola, and Porcano (2007) 

investigated the influence of national culture and tax evasion in 50 countries. The results of 

the study suggest that countries which practise high uncertainty avoidance, low 

individualism, low masculinity and are high in power distance are more likely to engage in 

tax evasion. In an extended study of  Tsakumis et al. (2007) by Richardson (2008) in 47 

countries, the study found that tax evasion is higher when there is higher level of uncertainty 

avoidance and lower level of individualism. In another recent study, Bame-Aldred, Cullen, 

Martin, and Parboteeah (2011) examined the influence of national culture on firm-level tax 

evasion of 3000 companies in 31 countries and found that a collectivist culture is less likely 

to evade tax. On the other hand, an individualistic culture indicates a greater possibility to 

perform such actions for personal benefit.  

While the concept of culture is complicated since it can be perceived explicitly or implicitly 

(Matsumoto, 2007), past studies on tax compliance reviewed in this paper suggest that culture 

is an important factor that needs to be included in tax compliance studies. The review also 

indicates that while there are studies which have used Hofstede’s (1980, 1991) cultural 

dimensions to measure culture in tax compliance studies, the use of Hofstede’s (1980, 1991) 

National Cultural Dimensions in tax context as suggested by Tsakumis et al. (2007) is still 
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limited and requires further exploration. Based on the review of past studies related to culture 

in this paper, the following research hypotheses are offered: 

H1: Power distance significantly influences the intention of tax professionals in New Zealand 

to comply with the tax law in overstating expenses tax scenario. 

H2: Individualism significantly influences the intention of tax professionals in New Zealand to 

comply with the tax law in overstating expenses tax scenario. 

H3: Masculinity significantly influences the intention of tax professionals in New Zealand to 

comply with the tax law in overstating expenses tax scenario 

H4: Uncertainty avoidance significantly influences the intention of tax professionals in New 

Zealand to comply with the tax law in overstating expenses tax scenario 

2.3 The Theory of Planned Behaviour and tax compliance 

The Theory of Planned Behaviour (TPB) postulated by Ajzen (1991) is a social psychology 

theory which has been widely used to explain human behaviour in various field of studies 

(Armitage & Conner, 2001). It is an extended theory from the Theory of Reasoned Action 

(TRA) by Ajzen and Fishbein (1980). The TPB suggests that the intention to perform 

behaviour and the perceived control that a person has to perform the behaviour lead to 

conducting the actual behaviour. The intention or readiness to perform behaviour depends on 

the attitude that a person has towards performing the behaviour, the acceptance of people 

important to that person towards the behaviour and the perceived control that a person has to 

perform the behaviour which vary from one behaviour to behaviour.  

In the tax context, the use of the TPB in previous studies has been supported in explaining tax 

compliance behaviour. A study by Bobek and Hatfield (2003) which extended the TPB by 

including the moral obligation explained better the non-compliance behaviour of taxpayers in 

three different tax scenarios in the US. The attitude and subjective norms of taxpayers in their 

study are influential in all three scenarios presented in the study. The findings from a study 

by Saad (2010) among salaried taxpayers in Malaysia, suggest that the TPB could explain the 

compliance behaviour of taxpayers in the study. The study found that attitude and subjective 

norms are significant in complying with the tax law but not for perceived behavioural control. 

Similar findings are provided by Trivedi, Shehata, and Mestelman (2005) in Canada and 

Buchan (2005) in the US which suggest that perceived behavioural control is not strong 

enough to influence tax compliance behaviour.  

The discussions on the TPB lead to the following hypotheses: 

H5: Attitudes towards tax compliance positively influences the ethical intention of tax 

professionals in New Zealand to comply with the tax law 

H6: Subjective norms positively influences the ethical intention of tax professionals in New 

Zealand to comply with the tax law 

H7: Perceived behavioural control positively influences the ethical intention of tax 

professionals in New Zealand to comply with the tax law.  
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3.0 Research Method   

The objective of this study was to examine the influence of culture in ethical decision making 

of tax professionals in New Zealand. For that purpose, this study extended the Theory of 

Planned behaviour by including Hofstede’s (1980) National Cultural Dimensions. The 

original study was a mixed method in nature, combining both quantitative and qualitative 

techniques. Since this paper only presents some of the quantitative findings, therefore, the 

discussion is focused mainly on the quantitative approach used in the study; the survey. The 

qualitative approach, the semi-structured telephone interview is only discussed to the extent 

that it is necessary for the readers to understand the whole process of this study. 

3.1 Samples for the study and data collection 

This study uses Chartered Accountants who listed as “Public Practitioner” with the New 

Zealand Institute of Chartered Accountants (NZICA) as samples to examine the factors that 

influence tax professionals in their ethical decision making while performing their roles. In a 

review of empirical studies in ethical decision making in business, Loe, Ferrell, and 

Mansfield (2000, p. 200) suggest that the use of industrial sample is encouraged for future 

research to “gain face validity in providing research results that will be given serious 

consideration by practitioners”.  

The first attempt to collect data in New Zealand was made with the assistance of the NZICA 

by distributing the invitation to participate in the study and the study links in its newsletter. 

However, due to the small number of responses of the survey (n=6), the researcher decided to 

ignore the data collected from this approach. The researcher later developed her own database 

using the systematic sampling method based on the listing of public practitioner available 

from NZICA website. The advantage of using systematic random sampling is it is easy to use 

(Sekaran, 2002). However, the use of systematic random sampling in sample selection could 

lead to the existence of systematic bias which increases the possibility of drawing inaccurate 

conclusions from the data (Saunders, Lewis, & Thornhill, 2003; Sekaran & Bougie, 2010). 

Based on Krejcie and Morgan (1970), the appropriate sample size for the study in New 

Zealand is between 341 and 346 samples.  Considering the low response rate involving 

surveys in tax compliance studies (Mohd Isa, 2012; Tran-Nam & Karlinsky, 2008),  the 

researcher considered a larger sample size and sent out 1,500 questionnaire surveys to the 

potential respondents.  

Since the original PhD study could be considered as examining sensitive issues in tax 

compliance, an online web-based survey was used to collect the quantitative data. According 

to McKerchar (2012) the use of web-based and mail surveys could increase the possibility of 

getting honest responses in studies involving sensitive issues. A web-based survey, as 

described by Bryman and Bell (2011), refers to inviting potential respondents to access a 

website where the questionnaire is located and if agreed, complete the questionnaire. The use 

of a web-based survey provides several advantages compared to an email survey as the 

answers can be automatically recorded and there is more flexibility in designing the 

questionnaire (Bryman & Bell, 2011).  

The researcher sent introduction emails to explain the purpose of the study, confirm the 

anonymity of the survey answers, ensure confidentiality of the interview information and 

confirm the relevant ethical clearance to the potential respondents. Two separate links for the 

survey and invitation to participate in interviews were also included. As an effort to increase 
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the response rates, two reminder emails were sent to all potential respondents after a month.  

A total of 119 useable responses (see Table 1) were finally collected from New Zealand for 

this study.  

Table 1: Survey Response Rates 

Number of 

invitations 

Not able to 

answer 
 

Emails 

opened 

Click through 

survey 

Responses Response rate 

(%)
1
  

1,500 16 185 135 119 64.32 

1
Similar to Tran-Nam and Karlinsky (2008), the response rate for the study is determined by the ratio of number 

of responses to number of emails opened.  

 

The total useable responses were somewhat disappointing but are sufficient for statistical 

analysis. Furthermore, the number of useable responses obtained from the study is about the 

same with previous electronic surveys of tax professionals (see for instance Tran-Nam and 

Karlinsky (2008, p. 328)). Some feedbacks provided by the Chartered Accountants invited to 

participate in the study suggest that the reasons for not participating in the study are due to 

the followings. First, not all Chartered Accountants listed as a “Public Practitioner” are in tax 

practice. There are members who are involved only in other accounting practices such as 

auditing, management accounting and financial accounting. The database available from the 

NZICA’s website does not differentiate members according to expertise such as audit, 

management accounting, financial accounting or taxation.  

“We only do audit, no taxation” – Mr. G (Christchurch) 

 “We only do management systems and financial systems” – Mr. F (Christchurch) 

Second, tax professionals are over-committed and busy people as suggested by the following 

electronic mails sent to the researcher: 

“I am over-committed this time” – Mr. P (Auckland) 

“Sorry, do not have the time” – Mr. J (Whakatane) 

Some Chartered Accountants indicated that they were unable to participate without giving 

any further reasons:  

“Not able to participate” – Mr. G (Christchurch) 

“Unable to do the survey” – Mr. A (Auckland) 

3.2 The data collection instrument  

The researcher developed the questionnaire survey using the Qualtrics Survey Software 

(QSS) provided by the University of Canterbury. The QSS allowed the researcher to design 

the questionnaire so that the respondents could only answer the questionnaire once and no 

internet links from the respondents were recorded to ensure anonymity. Two separate links, 

each for the survey and the invitation to participate in the interview were also created. The 

responses from the survey links and invitation from the interview were automatically 
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recorded in two separate accounts. The different links were created for the survey and the 

interview to ensure the survey answers and the interview participant profiles could not be 

associated in any manner. The survey was pre-tested with postgraduate students at the 

Department of Accounting and Information systems before being pilot tested on members of 

Tax Agents Institute of New Zealand.  

Sixteen items were developed to measure the Hofstede’s (1980) National Cultural 

Dimensions namely power distance, individualism, masculinity and uncertainty avoidance. 

For each cultural dimension, four items were used to capture the effect of culture in 

complying with the tax law. All these measures were self-developed based on literature 

review of Hofstede’s (1980) cultural dimensions. All responses were gathered using a seven-

point Likert scale anchored with “Strongly disagree” to “Strongly agree”. The higher number 

indicates more agreement to the statement. The items for cultural dimensions are presented in 

Table 5 of this paper.  

A hypothetical tax scenario involving overstating business expenses was developed to test the 

TPB. The scales to measure the TPB items were adapted from Buchan (2005) who used the 

TPB in tax context and tested it on public accountants in the US. All scales were seven-point, 

fully anchored. The detail measurement items are presented in Table 6 of this paper.  

In addition, the survey also presents the Values Survey Module (94) (VSM94) to the tax 

professionals in the study. The VSM 94 is used as a basis to provide some insights into the 

direction of the cultural index for tax professionals in New Zealand. Respondents were also 

asked to provide their demographic background information such as gender, age, ethnicity, 

experience, types of firms and positions in the firm.  

3.3 Preliminary analyses  

The demographic information of the sample is presented in Table 2. Table 2 indicates that 

majority of the respondents in the study are males with 69.7 percent compared to females of 

29.4 percent. The majority of the respondents (61.3 percent) were between the ages of 41 to 

55 years old with New Zealand European ethnic represents 87.4 percent of the sample in this 

study. Data from Table 2 also suggests that more than half of the respondents (52.1 percent) 

have more than 20 years of experience and majority of the sample (67.2) came from small 

public accounting firms. With regards to positions, directors and partners represent the 

majority of the sample (63.1 percent).  

Table 2: Summary of Demographic Data (n=119) 

Variable Frequency Percent Variable Frequency Percent 

Gender   Ethnicity   

Male 83 69.7 New Zealand 

European 

104 87.4 

Female 35 29.4 Maori 1 0.8 

Missing 1 0.8 Pacific 1 0.8 

Age (years)   Asian 4 3.4 

25 or below 6 5.0 Others 7 5.9 

26-30 3 2.5 Missing 2 1.7 
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31-35 8 6.7 Experience (years)   

36-40 8 6.7 Less than 5  11 9.2 

41-45 25 21.0 5-10 13 10.9 

46-50 21 17.6 10-20 33 27.7 

51-55 27 22.7 More than 20 62 52.1 

56-60 8 6.7 Type of firms   

Over 60 13 10.9 Public accounting 

firms: 

  

Position   Big ‘Four’ 5 4.2 

Associate partner 3 2.5 Medium 23 19.3 

Director 31 26.1 Small 80 67.2 

Intermediate 

accountant 

7 5.9 Others 11 9.2 

Manager 12 10.1    

Partner 44 37    

Principal 10 8.4    

Senior accountant 1 0.8    

Senior manager 2 1.7    

Sole practitioner 9 7.6    

To examine the non-response bias, a t-test was conducted between the early and late 

responses and the t-test results suggest that no significant differences indicating non-response 

bias is not a serious issue in this study. The late responses were used as substitutes for non-

respondents  (Armstrong & Overton, 1977).  

Since the data was obtained through a self-reported survey, there is a possibility for common 

method bias to exist in the data (Podsakoff & Organ, 1986). To assess the extent of common 

method bias in the data, the Harman’s one-factor test was performed by forcing all indicators 

to load in a single factor (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003). There is a 

problem of common method bias in the data if a single factor accounts for the majority of the 

variance. The results from the test suggest that there are eight factors extracted with 

eigenvalues more than 1.0 which cumulatively accounted for 62.59% of the total variance. 

Factor one accounted for only 20.32% of the variance and therefore suggests that common 

method bias is not an issue in this study.  

To ensure representativeness of the samples, the researcher compared the gender, age and 

ethnicity distributions of the survey respondents in Table 2, with the overall demographics of 

NZICA members for the year ended June 2012 laid out in Table 3. While equal numbers of 

males and females have been entering the New Zealand accounting profession (Whiting & 

Wright, 2001) and female membership of NZICA has increased over the years (Hopman & 

Lord, 2009), the statistics provided by the NZICA (New Zealand Institute of Chartered 

Accountants, 2012) suggest that males still dominate the accounting profession. Similarly, 

New Zealand Europeans form the largest ethnic grouping of NZICA members and the 

majority of the members are between the ages of 40-49. The comparisons suggest that the 

samples were representative of the total population of NZICA members.  
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Table 3: Demographics of NZICA Members for Year Ended June 2012 

Variable Percentage Variable Percentage 

Gender  Age #  

Male 58 Under 30 14 

Female 42 30-39 24 

Ethnicity  40-49 29 

New Zealand European 

& Maori* 

61 50-59 19 

Other **  24 60 or over 13 

Asian 15   

*Maori percentage equals to only 0.8% 

** Middle Eastern, African, Pacific and not disclosed category 

#0.77% members did not disclose their age 

Source: 2012 NZICA Annual Report 

 

4.0 Data analysis and findings  

4.1Hofstede’s Values Survey Module 1994   

The following Table 4 presents the findings from the VSM 94 applied on tax professionals in 

New Zealand. The scores to determine the index were calculated following the guideline 

provided in the VSM 94 Manual. Perhaps it is not appropriate to directly compare the scores 

from this study with the original Hofstede’s (1980) study due to the time differences and 

different samples used. Therefore, the original Hofstede’s (1980) study is used as a basis to 

determine the direction of the cultural index for the study. A similar approach has been used 

by Yeoh (1999) in examining the effect of culture in accounting education between Malaysia 

and New Zealand. 

Based on the scores presented in Table 4, it is suggested that the New Zealand tax 

professionals involved in this study are low in power distance, high in individualism, low in 

masculinity and have moderate uncertainty avoidance. The index scores suggest that except 

for masculinity index, the remaining cultural indexes indicate similar directions as Hofstede’s 

(1980).   
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Table 4: National Cultural Dimensions Index Scores – New Zealand 

Dimensions Current Study Hofstede’s (1980) 

Power Distance 11 22 

Individualism 98 79 

Masculinity 17 58 

Uncertainty Avoidance 49 49 

Notes: The index value near to “0” for Power Distance suggests small power distance. 

The index value near to “0” for Individualism suggests strong Collectivist and near to 

“100” indicates strongly Individualistic.  The index value near to “0” for Masculinity 

implies Femininity and near to “100” indicates strongly Masculine. The index value 

near to “0” indicates weak Uncertainty Avoidance and near to “100” means strong 

Uncertainty Avoidance. The index scores for the current study are rounded-up to the 

nearest 0.  

4.2 Descriptive Statistics 

The basic features of the data are described in the following Table 5 and Table 6. Table 5 

presents the respondents’ opinions on Hofstede’s (1980) cultural dimensions in tax 

compliance. The mean values of power distance suggest that the tax professionals in the 

study have mixed opinions with the statements that imply high power distance situation in 

complying with the tax law. Similar patterns of responses are presented for masculinity and 

uncertainty avoidance. With regard to individualism/collectivism, the results inclined towards 

individualism rather than collectivism.  

Table 5: Descriptive Statistics on Cultural Dimensions Items 

Measures Code Mean Std. Dev. 

Power Distance PD   

A junior staff should follow the instructions from 

his/her superior in complying with the tax law 

PD1 4.96 1.554 

A junior staff should feel afraid to disagree with 

his/her superior in complying with the tax law 

PD2 2.77 1.324 

Most of the time, a superior is expected to tell 

his/her junior staff on what to do in complying with 

the tax law 

PD3 4.03 1.576 

A junior staff should always be involved in the 

decision making when dealing with client’s tax 

matters 

PD4R 3.69 1.431 

Individualism/Collectivism IND   

The benefits that we as a society could enjoy from 

the amount of tax collected is very important to me 

IND1R 2.22 0.984 

When complying with the tax law, I only consider 

the effect to my client 

IND2 4.12 1.757 
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I do not care whether or not the society would 

benefit from the amount of tax collected as long as I 

could enjoy the tax benefit 

IND3 2.59 1.421 

I would consider the long term effect to the society 

when complying with the tax law 

IND4R 4.51 1.588 

Masculinity/Femininity MAS   

I would rather challenge the tax authority than 

negotiate with them in a tax lawsuit 

MAS1 3.44 1.720 

I always feel confident with the decision that I 

make when complying with the tax law 

MAS2 5.17 1.209 

I prefer to challenge the tax authority’s decision 

rather than negotiate with them 

MAS3 2.59 1.120 

I always feel confident to make my own tax 

decisions while dealing with my client’s tax matters 

MAS4 4.72 1.346 

Uncertainty Avoidance UA   

The more precise the tax law, the better UAV1 5.88 1.173 

I do not mind having differences in tax judgment 

with the tax authority 

UAV2R 4.02 1.722 

When complying with the tax law, I avoid taking 

any tax risk since a tax risk could cause 

unfavourable effect 

UAV3 4.19 1.541 

When complying with the tax law, a tax risk is an 

opportunity 

UAV4R 4.68 1.323 

 

Table 6 illustrates the opinions of the tax professionals with regard to their intention to 

comply with the tax law, their attitude towards tax compliance, the perceptions of people 

important to them in complying with the tax law and the perceived control that they have to 

comply with the tax law in overstating tax expenses. The mean scores of intention items 

suggest that the tax professionals are likely to comply with the tax law in cases of overstating 

tax expenses. Similar responses are provided for the attitude and subjective norms items. 

However, the mean scores for perceived behavioural control suggest that they have the 

control to overstate expenses.    
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Table 6: Descriptive Statistics on the Theory of Planned Behaviour Items 

Measures Code Mean Std. Dev. 

Intention INT   

If I had the opportunity, I would overstate the 

business travelling expenses in the tax return 

(Likely…….Unlikely) 

INT1R 2.06 1.714 

I would never overstate the business travelling 

expenses claimed in the tax return (True……False) 

INT2 2.39 1.708 

In the future, I may overstate the business travelling 

expenses in the tax return (True…….False) 

INT3R 1.86 1.355 

Attitude ATT   

For me to overstate the business travelling expenses 

claimed in the tax return is (Good…….Bad) 

ATTa1R 1.72 1.16 

For me to overstate the business travelling expenses 

in the tax return is (Worthless…….Useful) 

ATTa2 2.61 1.64 

For me to overstate the business travelling expenses 

in the tax return is (Harmful…….Beneficial) 

ATTa3 2.43 1.62 

Subjective norms SN   

Most of people important to me think that I should 

overstate the business travelling expenses 

(Agree……Disagree) 

SNa1R 2.04 1.40 

Most of people important to me will look down at 

me if I overstate the business travelling expenses in 

the tax return (Likely…….Unlikely) 

SNa2 3.04 1.95 

No one who is important to me thinks it is OK to 

overstate the business travelling expenses in the tax 

return (Agree…….Disagree) 

SNa3 2.93 1.94 

Perceived behavioural control PBC   

For me to overstate the business travelling expenses 

in the tax return is (Easy…….Difficult) 

PBCa1 4.45 2.39 

With my expertise, I could easily overstate the 

business travelling expenses in the tax return if I 

wanted to (Agree…….Disagree) 

PBCa2 2.32 1.85 

How much control do you have over overstating the 

business travelling expenses in the tax return? 

(Complete control…….Absolutely no control) 

PBCa3 2.14 1.37 

* Attitude items are measured using a semantic differential scale. All scales are seven-point fully 

anchored. 
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4.3 Estimation methods for the measurement and structural models  

The hypotheses of the study are tested using the partial least squares (PLS), a structural 

equation modelling technique (SEM) developed by Wold (1982). The SEM is a second 

generation data analysis technique which simultaneously analyses the measurement model 

and structural model which is suitable for models with latent variables (Gefen, Straub, & 

Boudreau, 2000). The study used SmartPLS 2.0 (M3) Beta software developed by Ringle, 

Wende, and Will (2005) to analyse the measurement and structural models. The measurement 

model consists of seven reflective constructs and one formative construct which require 

different method of determining validity and reliability.  

4.3.3 Validity of reflective constructs 

To test the validity of the reflective constructs, the study used the confirmatory factor 

analysis (CFA) which observed both the convergent validity and discriminant validity. The 

convergent validity test examines whether or not a set of indicators measuring the same 

concept and can be observed using two approaches: (1) the factor loadings of each indicator 

(Henseler, Ringle, & Sinkovics, 2009) and (2) the average variance extracted (AVE) of the 

construct (Fornell & Larcker, 1981).  

The study used the cut-off value for loadings at 0.50 as suggested by Hair, Black, Babin, and 

Anderson (2010) to test the validity of each indicator. Based on the output from Table 7, one 

item from Power distance construct (PD4R), one item from the Individualism construct 

(IND2), two items from Masculinity construct (MAS1, MAS3) and two items from the 

Perceived behavioural construct (PBCa1, PBCa2) are less than the cut-off value of 0.50. 

While PBCa2 had a very low loading of 0.149, it is still being retained for further analysis 

because according to Henseler et al. (2009) an indicator in a reflective construct should be 

retained unless discarding the indicator increases the composite reliability of the construct. 

Furthermore, Nunnally (1978) argues that a single indicator is not adequate to capture the 

domain of a construct. 

Fornell and Larcker (1981) suggest that the level of AVE should be at least 0.50 which 

indicates that a latent construct can explain more than half of the variance of its indicators on 

average. Based on output in Table 7, there are constructs (power distance, individualism, 

masculinity and perceived behavioural control) which do not sufficiently explain convergent 

validity. Due to this, following the suggestion by Henseler et al. (2009), a revised 

measurement model was developed and presented in Table 8. 

Table 7: Reflective constructs, indicators and loadings 

Constructs and indicators PLS 

loadings 

T-

statistics 

Level of 

significance 

Power distance, AVE = 0.449    

PD1 0.713 3.183 0.005 

PD2 0.703 3.714 0.005 

PD3 0.768 4.044 0.005 

PD4R 0.419 1.917 0.100 
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Individualism, AVE=0.443    

IND1R 0.731 5.349 0.005 

IND2 0.329 1.537 Not significant 

IND3 0.864 14.412 0.005 

IND4R 0.618 4.634 0.005 

Masculinity, AVE=0.316    

MAS1 -0.230 0.783 Not significant 

MAS2 0.554 2.360 0.05 

MAS3 -0.063 0.185 Not significant 

MAS4 0.949 3.674 0.005 

Intention, AVE=0.723    

INT1R 0.904 43.251 0.005 

INT2 0.764 12.184 0.005 

INT3R 0.876 28.132 0.005 

Attitude , AVE=0.687    

ATTa1R 0.835 32.641 0.005 

ATTa2 0.790 13.565 0.005 

ATTa3 0.860 29.774 0.005 

Subjective norms, AVE=0.623    

SNa1R 0.836 23.417 0.005 

SNa2 0.756 12.238 0.005 

SNa3 0.773 13.547 0.005 

Perceived behavioural control, AVE=0.318    

PBCa1 -0.391 0.863 Not significant 

PBCa2 0.149 0.595 Not significant 

PBCa3 0.883 1.815 0.10 

 *Items in italics are candidates for deletion. Items in bold are AVE values less than 0.50.  

The revised model in Table 8 suggests better loadings and AVE which adequately explain the 

convergent validity. 
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Table 8: Reflective constructs, indicators and loadings (Revised model) 

Constructs and indicators PLS 

loadings 

T-

statistics 

Level of 

significance 

Power distance (PD), AVE = 0.60    

PD1 0.760 3.480 0.005 

PD2 0.741 3.064 0.005 

PD3 0.820 4.038 0.005 

Individualism (IND), AVE=0.559    

IND1R 0.729 5.329 0.005 

IND3 0.870 14.101 0.005 

IND4R 0.623 4.807 0.005 

Masculinity (MAS), AVE=0.641    

MAS2 0.589 2.932 0.005 

MAS4 0.966 20.238 0.005 

Intention (INT), AVE=0.723    

INT1R 0.904 43.251 0.005 

INT2 0.764 12.184 0.005 

INT3R 0.876 28.132 0.005 

Attitude (ATT), AVE=0.687    

ATTa1R 0.835 32.641 0.005 

ATTa2 0.790 13.565 0.005 

ATTa3 0.860 29.774 0.005 

Subjective norms (SN), AVE=0.623    

SNa1R 0.836 23.417 0.005 

SNa2 0.756 12.238 0.005 

SNa3 0.773 13.547 0.005 

Perceived behavioural control (PBC), 

AVE=0.541 

   

PBCa2 0.309 1.080 Not significant 

PBCa3 0.993 7.352 0.005 
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The discriminant validity test examines whether or not items differentiate among constructs 

or measure different concepts. There are two ways to determine discriminant validity in PLS, 

(1) items cross-loadings , and (2) Fornell-Larcker criterion (Henseler et al., 2009). The item 

cross-loadings suggest that the loading for each indicator should be higher compared to all its 

cross-loadings (Gotz, Liehr-Gobbers, & Krafft, 2009) and the Fornell-Larcker criterion 

(Fornell & Larcker, 1981) proposes that the square root of the AVE for each construct should 

be greater than its correlations with other construct. The results for the items cross-loadings 

and Fornell-Larcker criterion are presented in Table 9 and 10 respectively. The results 

demonstrate that the loadings for all indicators of the constructs are higher compared to their 

cross-loadings except for one perceived behavioural indicator (PBCa2) which does not 

achieve the sufficient level of discriminant validity. However, the results from Table 10 

reveal that all square root of the AVE are greater than their correlations with other constructs 

which meet the requirement of Fornell-Larcker discriminant validity test.  

Table 9: Loadings and cross loadings 

 ATT IND INT MAS PBC PD SN UA* 

ATTa1R 0.835 0.292 0.746 -0.210 0.118 0.245 0.556 -0.074 

ATTa2 0.790 0.146 0.522 -0.189 0.220 -0.017 0.478 -0.071 

ATTa3 0.860 0.372 0.733 -0.375 0.186 0.194 0.476 -0.239 

IND1R 0.228 0.729 0.197 -0.106 0.029 -0.007 0.349 0.030 

IND3 0.319 0.870 0.345 -0.347 0.226 0.061 0.218 -0.229 

IND4R 0.190 0.623 0.192 -0.274 0.036 -0.058 0.110 0.038 

INT1R 0.757 0.361 0.903 -0.359 0.233 0.277 0.469 -0.239 

INT2 0.567 0.197 0.765 -0.302 0.221 0.106 0.540 -0.041 

INT3R 0.749 0.307 0.877 -0.238 0.311 0.133 0.527 -0.314 

MAS2 -0.068 -0.290 -0.116 0.589 0.021 -0.097 -0.062 -0.076 

MAS4 -0.345 -0.303 -0.367 0.967 -0.220 -0.077 -0.193 -0.052 

PBCa2 -0.023 0.114 0.039 -0.083 0.309** 0.021 -0.020 0.005 

PBCa3 0.212 0.151 0.306 -0.180 0.993 -0.059 0.080 -0.173 

PD1 0.105 -0.103 0.141 -0.065 -0.090 0.760 -0.001 0.001 

PD2 0.192 0.121 0.192 -0.145 0.033 0.741 0.174 0.098 

PD3 0.122 -0.026 0.132 0.028 -0.102 0.820 0.087 0.062 

SNa1R 0.587 0.289 0.548 -0.189 0.050 0.111 0.836 0.015 

SNa2 0.478 0.134 0.464 -0.041 0.035 0.095 0.756 0.012 

SNa3 0.329 0.271 0.369 -0.215 0.104 0.085 0.773 0.044 
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UAV1 -0.091 -0.169 -0.162 0.054 -0.191 0.036 0.098 0.658 

UAV2R -0.143 0.028 -0.201 -0.171 -0.037 -0.004 -0.005 0.815 

UAV3 -0.088 -0.179 -0.141 0.057 -0.175 0.210 -0.051 0.573 

*Formative construct, thus the loadings are not interpreted. ** PBCa2 loading is lower 

compared to the cross-loading with INT3R.  

Table 10: Correlations of latent constructs and the square root of AVE 

 ATT IND INT MAS PBC PD SN UA 

ATT 0.828        

IND 0.340 0.747       

INT 0.821 0.346 0.850      

MAS -0.318 -0.343 -0.350 0.800     

PBC 0.203 0.161 0.302 -0.185 0.735    

PD 0.190 0.015 0.207 -0.093 -0.055 0.774   

SN 0.608 0.293 0.596 -0.185 0.075 0.125 0.788  

UA -0.161 -0.117 -0.247 -0.066 -0.167 0.078 0.027 1.000** 

*Diagonals in bold represent the square root of the average variance extracted (AVE). 

**Formative construct, therefore not applicable for testing. 

4.3.4 Reliability of reflective construct   

To test the reliability of the reflective indicators in PLS, the composite reliability (CR) values 

for each reflective construct is observed. As presented in Table 11 all constructs have 

composite reliability above 0.70 which is considered as acceptable according to Fornell and 

Larcker (1981) except for perceived behavioural control which indicates moderate reliability 

with composite reliability value of 0.649. A value below 0.600 is considered as indicating 

lack of reliability (Henseler et al., 2009). A similar result was provided by Buchan (2005) 

when examining the public accountants’ tax ethical judgment in the US which recorded a CR 

value of 0.546 for perceived behavioural control.  

Table 11: Internal consistency of the reflective constructs 

Constructs Composite Reliability 

Attitude (ATT) 0.868 

Individualistic (IND) 0.789 

Intention (INT) 0.886 

Masculinity (MAS) 0.771 

Perceived behavioural control (PBC) 0.649 

Power distance (PD) 0.812 

Subjective norms (SN) 0.832 
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4.3.5 Validity of formative construct  

To test the validity of a formative construct in PLS analysis the weights and the significance 

of the weights of the formative indicators were observed from the bootstrapping procedure in 

PLS as presented in Table 12 below. The results from Table 12 suggest that only UA2R is 

significant. While Diamantopoulos and Winklhofer (2001) suggest that any non-significant 

indicator should be eliminated to obtain better significant path, Diamantopoulos, Sarstedt, 

Fuchs, Wilczynski, and Kaiser (2012) caution the use of only a single item to measure a 

construct. Henseler et al. (2009) and Bollen and Lennox (1991) suggest to retain both 

significant and non-significant indicator to preserve content validity as long as their existence 

is conceptually justified since a formative indicator should not be eliminated simply based on 

the statistical result (Henseler et al., 2009). Thus, the other two constructs UA1 and UA3 

were retained after considering the contribution of each indicator to the construct (Cenfetelli 

& Bassellier, 2009). 

Table 12: Formative construct, indicators and weights 

Construct and indicators PLS weights T-statistics Level of 

significance 

Uncertainty avoidance (UA)    

UA1 0.470 1.479 Not significant 

UA2R 0.628 1.847 0.10 

UA3 0.301 0.902 Not significant 

UA4R 0.080 0.080 Not significant 

 *Item in italic is a candidate for deletion 

4.3.6 Reliability of formative construct  

The reliability of formative constructs are examined by assessing the level of 

multicollinearity among the formative indicators (Henseler et al., 2009). This can be achieved 

by calculating the variance inflation factor (VIF) and the condition index as presented in 

Table 13. The lower the VIF values suggest less multicollinearity among the indicators. 

Diamantopoulos and Siguaw (2006) propose a cut-off value of 3.3 for VIF while Hair et al. 

(2010) suggest that the value of VIF should not exceed 10. As for the condition index the 

value should not exceed 30 (Diamantopoulos & Siguaw, 2006). Despite that any VIF which 

is greater than 1 indicates multicollinearity (Henseler et al., 2009), the results illustrated in 

Table 13 below suggest all values are below the cut-off values which imply that 

muticollinearity is not a significant issue.  

Table 13: Variance inflation factor and condition index 

Indicator VIF Condition Index 

UAV1 1.067 5.974 

UAV2R 1.113 6.866 

UAV3 1.106 14.123 
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4.3.7 Path coefficient and hypotheses testing   

The PLS structural results are summarized in Table 14 and Figure 2 below. The R
2
 value of 

0.739 suggests that 73.9 percent of the variance in intention to comply with the tax law in 

overstating tax scenario can be described by culture, attitude, subjective norms and perceived 

behavioural control. However, the results suggest that power distance and individualism are 

not significant predictors of intention.  

Table 14: Estimation results structural model  

Hypothesis Relationship Coefficient 

(β) 

t-value Conclusion 

H1  Power distance  Intention 0.077 1.440 Not supported 

H2 Individualism  Intention 0.012 0.206 Not supported 

H3 Masculinity Intention -0.097 1.699* Supported 

H4 Uncertainty avoidance  

Intention 

-0.144 2.396** Supported 

H5 Attitude  Intention 0.606 8.120*** Supported 

H6 Subjective norms  

Intention 

0.190 2.882*** Supported 

H7 Perceived behavioural 

control  Intention 

0.124 2.081** Supported 

Note: p-values for H1 to H4 were calculated for two tailed test, significant at: 0.1* and 0.05**. 

The p-values for H5 to H7 were calculated for one tailed test, significant at: 0.05**, 0.005***.  
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5.0 Discussion and conclusion  

The objective of this study was to examine the influence of culture in the ethical decision 

making of tax professionals in New Zealand. To fulfil this objective, the study extended the 

TPB by including culture which was represented by Hofstede’s (1980) National Cultural 

Dimensions and tested the concept on overstating tax scenario with members of NZICA. The 

results suggest that only attitudes, subjective norms, perceived behavioural control, 

uncertainty avoidance and masculinity are significant in explaining the ethical decision 

making of tax professionals in this study.  

All three TPB elements; attitude, subjective norms and perceived behavioural control have 

significant influence on the intention of tax professionals in this study to comply with the tax 

law. The positive path coefficients support the hypotheses of this study.  The findings suggest 

that TPB is able to explain the intention to perform an ethical behaviour which is consistent 

with findings from Bobek and Hatfield (2003) in tax context. In a recent study, Abdul Hamid 

(2012) suggests that peers have an important influence in solving the ethical tax dilemma 

faced by tax professionals in New Zealand especially in specific tax issues. However, the 

findings from this study are contradicted with Westerman, Beekun, Stedham, and Yamamura 

(2007) which suggest that in a low power distance and high individualistic society such as 

implied by tax professionals in this study (please refer to Table 4), peer influences are less 

important.  

The study also reveals that masculinity and uncertainty avoidance have a negative influence 

on the intention to comply with the tax law which can be implied as, the higher the 

masculinity and uncertainty avoidance indexes, the more likely to tax professionals be 

involved in tax evasion. Considering that in this study the tax professionals have low 

masculinity (as indicated in Table 4), thus, it can be suggested that the tax professionals in 

this study are more likely to comply with the tax law. With regard to uncertainty avoidance, 

Intention 

to comply 

Subjective 

norms  

Perceived 

behavioural 

control  

Power 

distance 

Individualism 

Masculinity 

Uncertainty 

avoidance 

Attitudes 

+0.61 

+0.08 ns 

+0.01 ns 

-0.10 

-0.15 +0.19  

+0.12 

Figure 2: Overview of the results 
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Table 4 suggests that the tax professionals in this study indicate a moderate level of 

uncertainty avoidance. This perhaps suggests that tax professionals in this study will comply 

with the tax law depending on the attributes of the uncertainty. These findings also suggest 

that while power distance and individualism have a positive influence in the ethical intention 

to comply with the tax law, but the relationships are not significant. This perhaps is not 

surprising since according to De Mooij (2004), both power distance and individualism are 

dependent of each other. The findings that power distance is not important in the ethical 

decision making are also consistent with Smith and Hume (2005). The lack of support on the 

influence of culture in the intention to perform ethical behaviour in this study may be due to 

the fact that the tax professionals in this study are members of NZICA and as members they  

are subject to close monitoring through the Code of Professional Ethics (Buchan, 2005).  

It is noteworthy that this study may have certain potential limitations. Despite that the 

comparison between the demographic features (Table 2) with the demographics members of 

NZICA (Table 3) suggest that the samples represent the population, the use of systematic 

sampling may still pose some bias in determining the sample (Sekaran & Bougie, 2010). This 

may limit the ability to generalize the findings. Secondly, some of the items have low 

loadings which may contribute to an unstable model. Despite that, those items are still 

acceptable for further analysis (Henseler et al., 2009).  

Since there is a suggestion that ethics is situation specific (Abdul Hamid, 2012; Jones, 1991) 

future studies should test the model on other tax related scenarios, such as under declaration 

of income. Elliffe (2011) for instance, argues that over claiming expenses and under 

declaring income imply the second type of tax gap components in a tax system. The empirical 

evidence provided by the study should add to the literature in tax compliance particularly 

when studies involving tax professionals are still lacking (Tan, 2006) and the use of 

Hofstede’s (1980) National Cultural Dimensions in tax context is still limited (Tsakumis et 

al., 2007).  
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