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Abstrak: Peran Kearifan Lokal Terhadap Kepatuhan Pajak. Penelitian
ini bertujuan untuk memahami peran kearifan lokal terhadap kepatu-
han pajak berdasar Self Assessment System (SAS) di Lembaga Perkredi-
tan Desa (LPD) Legian Bali. Melalui paradigma interpretif dengan metode
studi kasus, hasil penelitian menunjukkan bahwa makna kepatuhan
pajak dideskripsikan sebagai kesadaran LPD untuk membayar pajak
yang ditunjukkan melalui CSR berdasar Tri Hita Karana (THK). Implikasi
teoretis dari penelitian ini terkait dengan makna and perilaku kepatuhan
pajak dari perspektif kearifan lokal. Hasil penelitian dapat dijadikan per-
timbangan pembuat kebijakan untuk mempertimbangkan kearifan lokal
dalam rangka meningkatkan kepatuhan pajak.

Abstract: The Role of Local Wisdom on Tax Compliance. This study is
intended to deepen our understanding about the meaning of the role of local
wisdom on tax compliance in a village financing institution (LPD) at Legian
Bali. The research employed interpretive paradigm through case study. Re-
sults show that the meaning of tax compliance is described as awareness
of LPD to pay taxes that is manifested in the implementation of CSR based
on Tri Hita Karana (THK) as local wisdom. Theoretical implications of this
research is an alternative meaning and behavior of tax compliance from the
perspective of local wisdom. The results can be used as consideration for
taxation policy makers to raise local wisdom to encourage tax compliance.

Keywords: Local Wisdom, Tax Compliance, Self-Assessment System
(SAS), Lembaga Perkreditan Desa (LPD), Tri Hita Karana (THK)

Indonesia have been implementing Self-
Assessment System (SAS) since 1983 as a
pioneer programme of tax reform. However,
this system did not substantially uplift the
performance of tax compliance in Indonesia.
Implementation of SAS does not ensure tax
compliance for tax payers to fulfil their obli-
gations (Belkaoui 2004, Saad 2012, 2014).
SAS that is implemented in Indonesia just
shows the degree of tax compliance by 2.53
with measurement scale of O to 6 (Belkaoui
2004). This tax compliance degree is under
the Asian countries such as Malaysia, Thai-
land, and the Philippines (Basri 2009, Belka-
oui 2004).

This is particularly worrying given that
67% of the budget comes from tax (State
Budget 2015). Such condition raises a ques-
tion of whether the low degree of tax collec-
tion is a consequence of the implementation

of the SAS. The effectiveness of SAS imple-
mentation is reflected in tax ratio. Indone-
sian tax ratio in 2014 is 12%. This is much
lower than neighboring countries such as
Malaysia and Thailand, that reach up to 15%
(Hidayat 2014). The 12% of tax ratio only en-
ables government to earn Rp. 984.9 trillion
(State Budget 2014). Tax collection target in
2015 increased to Rpl1.294,3 trillion (State
Budget 2015).

Low tax ratio is a serious problem that is
experienced by Indonesia. The impact of the
low tax ratio resulted in a tax collection tar-
get could not be met. The low tax ratio could
be caused by low tax compliance (Belkaoui
2004, Hardika 2006). The suitability of the
tax system is one of the factors that influence
tax payer compliance (Belkaoui 2004, Saad
2012, 2014).
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Research with a quantitative approach
regarding tax compliance, especially with
emphasize on the factors that influence tax
payer compliance has been widely researched
(Belkaoui 2004, Hardika 2006, Harinurdin
2009, Saad 2012, 2014, Waluyo 2010). On
the other hand there are lack of qualitative
approach in mainstream research regarding
tax compliance. Widiastuti (2014), for ex-
ample, through transcendental phenomeno-
logy of tax payers’ awareness, she found that
Yadnya' is inherent in tax payers’ awareness.
Other studies using interpretive phenom-
enology only emphasize the perspective of
the tax payer against the social construction
practice of taxation (Prianthara 2011). Previ-
ous research had more emphasis on the per-
spective of the tax payer (Hardika 2006, Pri-
anthara 2011, Saad 2012, 2014, Widiastuti
2014). Given the lack of qualitative research
that explores the effectiveness of implemen-
tation of the SAS as the taxation system, the
aims of the study is to understand the role of
local culture as local wisdom in encouraging
tax compliance.

Qualitative research is a contextual
study, therefore this research took on a re-
search object at Lembaga Perkreditan Desa
(LPD). LPDs in Bali implement Corporate So-
cial Responsibility (CSR) that is based on the
philosophy of Tri Hita Karana (Astawa 2012,
Bagiada and Darmayasa 2015, Damayanthi
2011, Djayastra 2012, Pertiwi and Ludigdo
2013). Under the LPD’s perspective, CSR is
a reflection of social responsibility directly
(direct tax function) to the local community
(Bagiada and Darmayasa, 2015, Bali Pro-
vincial Regulation No. 4 2012). Results of
this study contribute to developing behav-
ioral accounting theory tax payer compliance
from the perspective of culture. This study is
expected to provide policy advice to the Di-
rectorate General of Taxation (DGT) on the
implementation of the views of tax payers
against SAS, in accorandce with the needs
of the tax payers, and the effectiveness of the
implementation of SAS in an effort to encour-
age tax compliance.

METHOD

Taxation practices that are conducted
by tax payers who have not performed in line
with the provisions of the activity is not prag-
matic (Prianthara 2011). Those actions con-

1 Yadnya is spiritual activities conducted by the Hin-
dus.

stitute subjective tax payers’ reality, which
are affected by local wisdom. In-depth under-
standing of this phenomenon is required to
understand how these tax payers meet their
tax compliance obligations regarding moral
dimension, humanitarian and local wisdom.
Based on this understanding, this study has
its own base ontological and epistemologi-
cal grounds (Tomkins and Groves 1983). In
line with Burrell and Morgan (1979:1), the
ontological asumption of this study empha-
sizes the reality as a product of the individual
cognitive process. This study is a qualitative
study, which uses interpretive paradigm.
Research with interpretive paradigm seeks
to observe, understand, and explore the
standpoint of informants (Darmayasa and
Aneswari 2015a). Case study methods are
used to identify and understand the personal
views of the informants (Creswell 2007:105).

Research Object. LPD as a financial
institution which conducts the collection
and distribution of public funds to operate
in an administrative area of the traditional
village on the basis of kinship between villag-
ers (Astawa 2012, Atmadja 2013, Damayan-
thi 2011). LPD is a financial business entity
owned by a community (village) not owned by
an individual or a legal entity. LPD is working
area in the local village. One of the LPD capi-
tals sourced from non-governmental funds.

LPD is recognized by customary law
and not subject to the Law on microfinance
institutions (Act No. 1 Year 2013). LPD Le-
gian Village which is the site of this research
was established on Wednesday, March 11th,
1987 by the Decree of the Governor of Bali
No. 53 Year 1987 dated February 25, 1987.
The inauguration of LPD Legian Village was
performed by the Regent of Badung, Mr.
Pande Latra. LPD establishment is a request
from the Legian Village (LPD 2007).

The type of data used is qualitative data,
which is data that is expressed in the form
of sentences, words, and phrases (Sugiyono
2011). Data collection and data analysis in
interpretive research carried out simultane-
ously. The process of data collection, data
analysis, and report writing is a process that
is interconnected and simultaneous (Cres-
well 2007:150). The process of collecting data
in this study using in-depth interview to the
informant. The interview process is done in
different places from each informant.
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Data has been validated by triangula-
tion method in the form of evidence strength-
ener from a variety of sources (observation,
interview, and documentation) (Creswell
2007:207, Lukka and Modell 2010). As an
ethical obligations to the informants, their
names are replaced with other names. List
of informants involved in this research are
shown in Table 1.

In case study according to (Creswell
2007:159), the analysis of data is done by
three important process stages, namely data
reduction, data presentation, and inference.
The third stage is a unity that is intercon-
nected and carried out continuously during
the study. First, data reduction, in this pro-
cess, focusing on simplification and transfor-
mation of data from interviews of informants
obtained during the study. Data reduction is
not only the result of interviews conducted
when the data collection is done, but done
continuously during the study. Second, the
presentation of data in this process was do-
ne by drafting a set of results of interviews
which were then compiled into a series of
notes which allow conclusions drawing.
Third, meanings of some words that were
considered necessary were then explored to
provide full explanation of the words. We ar-
ranged the results into themes meaning of
self-assessment system, local wisdom, and
tax compliance.

RESULTS AND DISCUSSIONS
Self-Assessment System (SAS). SAS
is a system that gives authority to the tax
payer to calculate, to compensate, to pay and
to report tax payer’s obligation (Safrina and

Table 1. List of Research Informants

Soehartono 2015). Indonesia taxation condi-
tion is not currently ideal and its culture has
not been awakened implement to SAS, there
are several prerequisites that must be met.
From the side of the tax payer, there must
be a high tax awareness and value of pride to
pay taxes. Another prerequisite is a degree of
honesty and high compliance as well as sup-
porting cultural environments. Conditions
should be equipped with adequate infra-
structure system and a good understanding
of information technology (Ikatan Akuntan
Indonesia 2015).

Indonesia has been implementing SAS
since 1983 during the reformation of the na-
tional tax system. In SAS, tax payer is active
while tax officials stand by. A statement by
informant, Mr. Rajin disclosed that:

“SAS is actively entitled tax sub-
ject to the registration area at the
nearest tax office to obtain a Tax
payer Identification Number (TIN).
And then tax payer will conduct
the counting, paying, and report-
ing of his/her tax”.

SAS implementation is expected by the
government to encourage tax compliance.
Subjects who do not have a TIN would be
very difficult to be taxed. Hence, the imple-
mentation of SAS does not guarantee the tax
payer to comply (Belkaoui 2004, Saad 2012,
2014). Statement of informants regarding
the fulfillment of obligations registeration to
obtain a TIN was delivered by Mr. Taat.

“Did LPD have a TIN?, if LPD does
not have a TIN it can not be taxed.

No Informants

Annotation

1 Mr. Sugih

2 Miss Sari

Chairman of the LPD, LPD Chairman is responsible for all
operational activities of LPD include CSR activities.

Employee LPD, LPD employees who directly report preparation

process and implementation of CSR programs.

3 Mr. Taat

4 Mr. Patuh

Bali Regional Tax Office employees, tax officials in charge of
extending the tax

Bali Regional Tax Office employees, tax officials on duty to

disseminate the implementation of SAS.

5  Mr. Rajin Tax consultant,

tax consultant who provides professional
services to meet the client’s tax liabilities (taxpayers).
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. Indeed according to Act No.l1
Year 2013 on microfinance insti-
tutions stated that the LPD is not
subject to this Act, but nobody is
excluded as a tax payer in the Law
on General Provisions and Tax
Procedures and the Income Tax
Act”.

LPD Legian Village does not have a TIN.
This was described by the informant Mr.
Sugih.

“LPD does not have a TIN due to
a 20% profit is instantly deposited
into the village, and this is appro-
priate with the local regulation,
LPD now been excluded as micro-
finance, is also regulated in the

2

Law”.

Local Wisdom. Bali is famous for its
culture and customs. Communities in the
central tourist area of Kuta, Seminyak, Le-
gian circuiting modernization (Wirajaya et al.
2014). Southern regions of Bali which is fa-
mous for its tourism regions are LPD in each
village, one of which is the LPD Legian Vil-
lage. Amid the current insistence moderniza-
tion LPD Legian Village still able to carry out
CSR activities based on the philosophy of Tri
Hita Karana (Bagiada and Darmayasa 2015,
LPD 2007).

Parhyangan comes from the word
meaning Hyang Widhi or God Almighty. Par-
hyangan is one dimension of THK philosophy
that stresses that the welfare achieved when
realized harmonious relationship between
man and God the creator. Business activity
is an offering that did not escape from the
control of the Lord (Astawa 2012, Damayan-
thi 2011, Djayastra 2012, Gunawan 2011).
In parhayangan LPD can be implemented in
the contribution of LPD in religious rituals,
temple renovation, welfare stakeholders, as-
sistance to communities in carrying out reli-
gious rituals.

Pawongan derived from the word wong
(person or people) in society. Implementation
THK philosophy is through harmonious rela-
tions among humans (Astawa 2012, Dama-
yanthi 2011, Djayastra 2012, Gunawan
2011). In a business context, this can be
found in the form of the relationship between
employees and relationships with commu-

2 Sanggah is a place of worship for the Hindu religion
that exist in every home

nity agencies. Implementation of pawongan
on LPD is measured by the percentage of
employees from the community where LPD
is established, LPD participation in poverty
reduction programs, and others.

Palemahan comes from the word lemah,
which means soil, garden soil or residential
areas. In general philosophy of THK, pale-
mahan is a dimension associated with the
physical aspects of the environment around
us or the company. The Bali palemahan as-
sociated with the layout and company con-
struction that should be adapted to religious
beliefs and culture where the company is
located (Astawa 2012, Damayanthi 2011,
Djayastra 2012, Gunawan 2011).

Local wisdom in this research is CSR
from LPD that is based on the philosophy of
THK. This philosophy is about the harmony
relationship between a man with his God
(Parahyangan), other people (Pawongan) and
environment (Palemahan). The implementa-
tion CSR at LPD that associated with pale-
mahan is LPD contribution to the physical
aspects in the environment around LPD. Mr.
Sugih and Miss Sari gave statement that re-
lated to CSR implementation based philoso-
phy of Tri Hita Karana, their statements are
as follows:

“Expenditures setting Legian Vil-
lage has been adapted to the pro-
gram House of Representatives
District (20% of LPD’s profit for
the Village), coincidence Local wis-
dom Bendesa Legian (Chairman of
the Supervisory Board) is a mem-
ber of Parliament. LPD funds are
also used to improve the gardens
and gardening. Every construc-
tion of the temple there must be
donation funding from LPD, LPD
usually donate Piasan (one part of
the building temple), do not need
to submit a proposal as there are
funds in the LPD think social fund.
Each sekha (group) sanggah? get
help Rp. 15 million per sekha and
straight into sekha bank account
... LPD would launch the healthy
card, on LPD anniversary, every
citizen is already in the health in-
surance cover, people just come to
a great private hospital except gov-
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ernment hospital [Sanglah Hospi-
tal]. Citizens can directly hospi-
talization, LPD will pay the cost of
treatment in hospital. If citizens
can not pay off, it will be consid-
ered as a personal non interest
loan. LPD does not pay taxes, due
to already implementing CSR, this
is equal with paying taxes, and it
is even a direct function of tax”.

These statements reflect that the im-
plementation of LPD’s CSR which has been
interpreted by local wisdom is about paying
taxes. These statements are corroborated
by informants Mr. Rajin, where there is no
more specific rules, then the more general
rule does not apply. LPD perception is dif-
ferent to the perception of tax officials which
states that LPD is no excluded as a subject in
General Provisions and Tax Procedures and
Income Tax Law.

Tax Payer Behavior. Theory of planned
behavior is a model that is based on the in-
tention of Ajzen (1991) describes certain
one’s intention to behave. This theory was
built to predict and understand the effects of
attitudes and motivation on behaviors that
are not under the control of the individual
(Ajzen 2005). This theory provides a frame-
work for studying individual attitudes to-
wards behavior. Theory of planned behavior
states that the main factor of an individual’s
behavior is the intention to show certain be-
haviors. Someone who is motivated by their
attitude and subjective norm, it is likely they
will not markedly display appropriate behavi-
or attitude.

The results showed that the empirical
attitude of the tax payer is a variable between
laws and tax regulations, tax policy, and tax
administration to tax compliance. It also
found empirical evidence on the contribution
of theories on the moral influence of the tax
payer against tax payer compliance (Hardika
2006).

Fiscal psychology theory emphasizes
the loss of motivation of the tax payer to pay
taxes due to the absence of direct benefit
from the payment of taxes (Hasseldine and
Bebbington 1991). This theory was originally
introduced by Schmolders (1959) as the lack
of motivation of the tax payer to pay taxes

3 Tax compliance in Indonesia may have been hurt by
the case of Gayus. Gayus was a tax employee who
was help tax payers to made inappropriate annual
tax return report.

due to no real benefit. Low levels of tax com-
pliance in Indonesia is due to the low level of
public trust towards the tax system and tax
officials. Many tax evasion cases conducted
by tax officials in Indonesia were triggered by
the low tax compliance.

Statement of Mr. Rajin about tax payer
behavior was as follows:

“With the tax cases, tax payers
experiencing a tendency to be re-
luctant to pay taxes. This gives a
negative effect on tax compliance.
Tax officials will experience prob-
lems when the taxes socialization,
many questions that lead to tax
cases experienced by the Director-
ate General of Taxes “.

Statement of Mr. Taat with the tax pay-
er’s behavior was as follows:

“Negative stigma since the Gayus?®
tax case and others, pay taxes
instead of tax money is used by
the tax officials. But with such
cases DGT did reform, with a
positive image campaign and tax
sympathetic”.

Statement of informants Mr.
about tax payer behavior as follows:

Sugih

“LPD does not refuse to pay the
tax, because we have no rules on
governing pay taxes, instead we
deliberately do not want to pay
taxes”

Tax payer behavior is strongly influ-
enced by the existence of cases that damage
the image of the DGT. DGT has not yet able
to increase the tax payers’ compliance. LPD
behavior in terms of not paying taxes are in
contrast to the behavior of tax payers in gen-
eral. LPDs do not pay taxes may be caused
by rules that protect LPD (Bali Provincial
Regulations 2012). LPD behavior not to im-
plement SAS to register in order to obtain a
TIN and perform other tax liabilities are not
caused by a lack of tax benefits for LPD (Has-
seldine and Bebbington 1991).

Orientation opportunity tends to con-
centrate on the nature of the decision and
seek additional information that could help
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identify possible outcomes. Orientation on
luck more emphasis on signs that will inform
how fortunately them to take the right deci-
sion. Orientation religiosity is the degree of
individual engagement with religion. All reli-
gions have the same goal which teaches good
actions and avoid any action that bad. Indi-
viduals who have to live and internalize the
teachings of his religion have implications for
all actions. Lehrer (2004) declared religios-
ity as one determinant of economic behavior
that focuses on the effects associated with
religious affiliation, welfare, and health.

The study of Fidiana (2014b) states that
tax compliance is tax awareness morality
compliance with formal earnings report. Tax
payment places more emphasis on worldly
interests, in contrast to emphasizing Zakah
for hereafter life. Tax payers have better com-
pliance to the payment of zakat. Tax compli-
ance is a part of worship, religiosity becomes
a barrier to unethical behavior of tax pay-
ers (Fidiana 2014a). The results of research
on tax compliance are that more emphasis
should be placed on the holistic awareness
(Fidiana 2014c).

Statement of Mr. Sugih and Miss Sari
on the implementation of LPD’s CSR which is
function of direct taxes were as follows.

“LPD provides assistance to all
citizens who perform religious cer-
emonies, religious ceremonies in
each temple are also assisted by
LPD”.

“Donation to every temple in Le-
gian environment as we are im-
plementing CSR according to the
same directly tax functions”.

Statement Mr. Rajin about spiritual ele-
ment in encouraging tax compliance was as
follows:

“In my opinion, perhaps with the
element of spirituality could help
the tax payer compliance. The tax
payer has the perception that the
tax is a burden in accorandce with
the accounting concept, whereas
DGT view, the tax is an obligation”.

Tax payer behavior is strongly influ-
enced by elements of spirituality are able
to increase tax compliance (Fidiana 2014Db).
LPD views that they have embodied the ele-
ment of spirituality, has helped finance the
religion activities in the temple because it is

in direct contact with God (Fidiana 2014a).
The view that taxes are burden to the tax
payer becomes a particular concern for the
DGT. DGT shall continually perform social-
ization in order to make tax payer under-
standing that tax is not as a burden but as
an obligation.

Tax Compliance. Tax compliance
based on Minister of Finance Regulation No.
74 Year 2012 Procedures for Determination
and revocation Determination Tax payers
with Specific Criteria Introduction in Or-
der Return Excess Tax Payment as follows:
1) timely in submitting annual tax return,
2) does not have tax arrears to all types of
taxes, unless the tax arrears which have ob-
tained permission installment or delay tax
payments, 3) financial statements audited
by a public accountant with an unqualified
opinion, 4) never been sentenced for commit-
ting criminal acts in the field of taxation.

We can conclude that tax compliance
is a compliance with the implementation of
the above obligations to pay and report the
tax payable in accorandce with tax laws and
rules implementation. Compliance is ex-
pected in the self-assessment is voluntary
compliance rather than enforced compli-
ance, while the degree of compliance can be
defined as an individual’s understanding of
the measures that were ordered to be carried
out. Individuals will tend to develop a strong
compliance to the action with either the per-
ception or the fairness and openness in ap-
plying the tax laws, the simplicity of the rules
and procedures of taxation and services to
tax payers is good and fast.

Passive resistance, where people are re-
luctant (passive) to pay the tax, which can
be caused, among others: 1) intellectual and
moral development of society, 2) tax system
(probably) difficult to understand the com-
munity, 3) the control system can not be
done or implemented properly. While active
resistance include all efforts and actions that
are directly addressed to the tax authorities
for the purpose of avoiding tax in the form
of, among others: 1) tax avoiandce, tax relief
efforts without violating the law, 2) tax eva-
sion, tax relief efforts in violation of the law
(tax evasion) (Mardiasmo 2013:8-9).

Tax resistance carried out by the tax
payers will be very detrimental to the coun-
try. In order to reduce or even totally elimi-
nate these constraints, it is necessary to
arrange a situation where tax payers want
to be aware of the obligation to pay taxes.



116  Jurnal Akuntansi Multiparadigma, Volume 7, Nomor 1, April 2016, Him. 110-119

Attempts to eliminate these barriers are done
through the implementation of good tax col-
lection system, simple and easy to implement
and cultivated the tax authorities tough and
clean.

Research conducted by Lindawati and
Hadinata (2015) stated that the tax disclo-
sure does not have effect towards tax compli-
ance. It means that the disclosure of tax by
companies in their financial statements, not
a guarantee that the company has been abid-
ing taxes. If associated with this research,
then if the disclosure of the tax can not guar-
antee the compliance of the tax payer, all the
more LPD that does not have a TIN, which
means not registered as a tax payer.

The statement of Mr. Taat, the author-
ity of directorate general of tax to examine
tax payer compliance as follows:

“We have the authority to test the
compliance of tax payers based on
their reported data and data from
other sources. The steps that we
do are calling the correction letter
prior notice. All depends on the
tax payer, if the tax payer would
be cooperated, just annual tax re-
turn revision, but if it can not be
towards the examination of annu-
al tax return”.

Statement of informants Mr. Rajin re-
garding tax compliance testaments were as
follows:

“The Directorate General of Taxa-
tion is authorized to audit the
truth of tax payer’s annual tax
return reporting. Test of data
sources can be of society, related
parties, and the tax payer is con-
cerned, it is cross check”.

“Tax payers are called upon if there
is a mismatch of data to make any
corrections of annual tax return.
Annual tax return revision carried
tax payer does not guarantee the
tax payer is not be examined”.

“Tax payers do not comply are
caused by their ignorance of the
rules of taxation, it is an obstacle
for the Directorate General of Tax-
ation for tax purposes”.

There is a tendency that a tax payer is
using the services of a tax consultant to not

appropriately report tax. The study of Fogarty
and Jines (2014) suggests that tax practitio-
ners who still holds ethics tend to avoid tax
evasion, it threatens their reputation. This
argument is strengthened by Darmayasa
and Aneswari (2015b) that tax consultants
who adhere to the code of conduct and have
high religiosity as well as adhering to local
wisdom will be reflected on the social behav-
ior of ethical practice as a tax consultant.
This is important to be underlined, that tax
consultant have a role to give tax education
to the tax payer to encouraged tax compli-
ance (Darmayasa and Aneswari 2015b). Tax
officials have the authority to analyse tax
payer annual tax return. Director General of
taxation has a special division for evaluat-
ing tax payer compliance. Tests on tax payer
compliance are complex. Tax auditors have
a variety of knowledge and resources to test
tax compliance (Hayes and Baker 2014).

Based on the description on the SAS
implementation of the LPD, SAS has not
been able to levy all the subjects of taxes,
and LPD is considered non-compliant. SAS
has not been able to increase tax payer com-
pliance (Belkaoui 2004, Saad 2012, 2014).
LPD interprets that tax compliance is already
met by carrying out CSR programs. In the
CSR program the 20% of LPD’s profits shall
be submitted to the village, 5% of which is
used for CSR activities. Tax compliance by
tax officials can be dutifully interpreted from
the start to register to obtain a TIN local tax
office in the region. TIN is a means of tax ad-
ministration. Without TIN tax officials can
not impose on the LPD’s profits.

LPD does not perform acts of tax eva-
sion or tax avoiandce. According to LPD, it
does not have a TIN because from their view
or perspective the operational profit already
contributed by 20% and the implementa-
tion of CSR is a function of direct taxes. Mr.
Sugih stated that:

“LPD does not refuse to pay the
tax. If the government wants to re-
pair the temple and finance all the
needs of the temple, we would pay
taxes. But in fact the temple was
repaired by raising funds from the
villagers “.

The tax official felt that LPD’s profit can
not be taxed because LPD does not have TIN.
Profits derived from LPD should be taxable.
Tax official has the authority to conduct com-
pliance of tax payer (Hayes and Baker 2014).
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Statement of Mr. Patuh about the LPD’s po-
tential profit but can not be taxed is stated
as follows:

“LPD has a high profit, LPD should
deduct 20% tax on bank interest
received by customers, since LPD
does not have a TIN, then the ob-
ligation is not performed by the
LPD. LPD is also supposed to pay
taxes on the profits”.

LPD does not have a TIN, according
to the LPD, is not a planned action such as
found in Ajzen’s research (1991). This action
can not be considered as a tax evasion but
rather leads to tax avoiandce. The views of
tax official on the difficulty of taxing LPD are
similar. SAS provides flexibility to the subject
of the tax to register to obtain a TIN (Mar-
diasmo 2013:8-9). Statement of Mr. Patuh
stated that:

“There is no rule that excludes
LPD as tax subject, and there is
no rule that regulates LPD also
as the tax subject. The rules do
not specifically indicate that other
similar institutions in Indonesia
will emulate”.

“The position of Head of Regional
Office can be said to be equal to
the governor so it would be diffi-
cult to enforce tax collection. Our
field officers are still burdened
with high target, but on the oth-
er hand, they could not tax LPDs
which have high profit”.

The regulations on LPD’s obligation to
pay tax should be formulated by adopting the
local culture of Bali as its local wisdom. This
becomes particularly important given that
unclear rules could be subject to tax loop-
holes for not registering to be a tax payer.
The tax payer becomes noncompliance if the
tax rules are difficult to understand (Hardika
2006, Mardiasmo 2013:8-9).

CONCLUSION

The meaning of tax compliance accord-
ing to LPD’s perspective is the awareness of
LPD to conduct CSR. Implementation and
disclosure of CSR are considered as a form of
compliance to pay taxes, and the impact can
be directly felt by the community. The study
suggests that the application of the SAS has
not been able to encourage the tax compli-

ance. LPD is considered noncompliance by
tax officials to perform its obligations as a tax
payer.

The study shows that the implementa-
tion of CSR in LPD was deeply influenced by
the philosophy of THK which is a culture and
local wisdom. THK philosophy is a form of
life that is in harmony between humans and
the God (Parhyangan), with fellow humans
beings (Pawongan) and humans with the en-
vironment (Palemahan). CSR forms relating
to contributions LPD Parhyangan is in deve-
lopment Temple, conduct religious activities,
assistance to communities in conducting re-
ligious ceremonies and to help the welfare of
stakeholders. CSR forms relating to Pawon-
gan is to recruit local people as employees
and is active in poverty reduction programs.
CSR forms relating to Palemahan is the con-
tribution of LPD on the physical aspects of
the environment around LPD.

The case study provides theoretical and
policy contributions. The first theoretical
contribution of this study is to the meaning
of tax compliance in areas on unique cultu-
ral characteristics with strong local wisdom.
The second theoretical contribution of this
study is provides behavioral implications on
accounting theory regarding tax compliance
from the perspective of culture as local wis-
dom. Contributions policy of this research
that is, the result can be taken into consi-
deration for policy makers, given that it is
important to consider local wisdom to encou-
rage tax compliance.

This case study is single case study.
Future studies are expected to take multiple
case studies. Future studies need to use
other methods to dig deeper into the phe-
nomenon of tax compliance. For example, by
using the method of phenomenology, deeper
experience LPD employees and tax officials
in defining tax compliance by SAS can be ex-
plored. The tight schedule of the informant
makes it difficult to do in-depth interviews
with informants.
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