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Abstract. In high-risk situations like the Covid-19 epidemig, it is believed that perceived income adequacy, family support,
financial anxiety, and tax non-compliance have a strong relationship. This study applies the Conservation of Resources
(COR) theory in building research models to fill gaps in previous research. According to the COR theory, individuals
safeguard the quality and quantity of their financial resources by avoiding threats to their existence, including taxes. Thus,
maintaining limited financial resources during the Covid-19 pandemic to meet needs and wants leads to tax avoidance.
The cross-sectional data were collected using an online survey and analyzed using the PLS-based SEM technique. Purpo-
sive sampling was used to identify 371 Indonesian working women for the study sample. The study’s findings confirmed
that perceived income adequacy for current needs and wants and perceived family support directly impact financial anxi-
ety. However, this study can only demonstrate the direct effect of perceived income adequacy for current wants and tax
non-compliance. Financial anxiety has also been proven to mediate the relationship between the three exogenous factors
and tax non-compliance. This study can strengthen the concept of COR theory, which has never been used to investigate
tax non-compliance behaviour and can be considered by authorities to design tax policies that take gender into account to
achieve tax compliance.
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Introduction

Tax non-compliance leads to a decline in state revenue,
resulting in inadequate budget allocation for education,
health, food security, infrastructure, and technological
innovation. In other words, tax non-compliance af-
fects the quantity and quality of government-provided
services and public goods (Cowell & Gordon, 1988).
These conditions will impede a nation’s capacity for
sustainable development. In many jurisdictions, tax
non-compliance is an unsolved problem, even though
governments and academics have spent considerable
resources to resolve the issue since the 1970s (Richard-
son & Sawyer, 2001). Tax non-compliance could be seen
from several perspectives, including law enforcement,
public finances, a lack of human resources, organiza-
tional design, and ethics, or a combination of all these
(Andreoni et al., 1998).

Alm et al. (2020) state that to guarantee that people
pay taxes, the government must consider a combination
of variables that are likely to drive tax non-compliance
behaviour. Some tax authorities believe that people would
rationally always avoid taxes if doing so is deemed ben-
eficial, disregarding detection and penalties risk costs. In
order to increase tax compliance, authorities tend to refer
to the economic deterrence model (Allingham & Sandmo,
1972) by implementing severe penalties, high tax rates,
and increased audit frequency. In its development, many
tax authorities decided to take into concern non-econom-
ic factors, such as tax morale and perception, by applying
the Social Psychology Model (Webley et al., 1991) or com-
bining economic and non-economic factors based on the
Fiscal Psychology Model (Kirchler, 2007).

However, neither tax authorities nor previous stud-
ies have explored investigating the factors influencing
tax compliance under unpredictable and uncontrolled
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circumstances such as a recession or pandemic. Bikas and
Kavaliauskas (2010) and Valaskova and Kliestik (2015)
found individual cognitive and emotional deviations from
rational behaviour during a financial crisis or recession.
The Covid-19 pandemic that has hit almost all countries
since the beginning of 2020 raises big questions regard-
ing changes in the interaction pattern between taxpay-
ers and tax authorities (Owens, 2020). Does the taxpayer
show compulsory behaviour, voluntary behaviour, or non-
compliance behaviour? The COVID-19 pandemic poses
unprecedented challenges to the economies and lives of
many people worldwide. The existence of lockdowns and
social distancing policies causes an increased risk of busi-
ness failure, increased unemployment, and a significant
decrease in individual income (OECD, 2020). Govern-
ments worldwide have been rapidly developing multifac-
eted policies to mitigate the harmful effects COVID-19
pandemic on economies, businesses, and individuals. On
the other hand, the government must continue to ensure
taxpayers continue to pay taxes due to increased state
spending in implementing the multifaceted policy.

According to Pandiangan (2005), compliance with tax
obligations affects the psychology of society or is called
psychotax. Regarding microeconomics, tax is the uncom-
pensated transfer of money (wealth) from the private sec-
tor or individuals to the government sector (Soemitro,
1990). For companies, high tax rates can increase the
number of jobless people (Zirgulis & Sarapovas, 2017)
and reduce the value of equity (KantSukov & Sander,
2018). Meanwhile, for individuals, taxes will reduce their
take-home pay, impacting their limited capacity to pur-
chase, save, and invest. In fact, according to World Bank
(2022) survey data, since the beginning of the COVID-19
pandemic, households with or without children in 35
countries have lost more than 50% of their total income.
Specifically, women have suffered a disproportionate
brunt of the social and economic costs associated with
the COVID-19 pandemic (International Labour Organi-
zation [ILO] & OECD, 2020). The pandemic Covid-19
of the previous three years has placed women at a high
risk of losing their employment and income, as they are
more concentrated in sectors that experienced the greatest
decline in performance, such as arts and entertainment,
retail, lodging, and food services, and other formal sec-
tors. Moreover, given the gender norms and culturally
entrenched, working women have to face a heavy work-
load at home due to the closure of schools and childcare
facilities while implementing large-scale restrictions. As a
result, women are more likely than males to have mental
health issues and financial anxiety. However, since to the
lack of a previous study; it is unclear if the financial strain
faced by working women during the Covid-19 pandemic
can affect their tax compliance behaviour.

The condition in Indonesia has a like trend. Accord-
ing to survey data, women have worked predominantly
in wholesale and retail trade, manufacturing, accom-
modation and restaurants, forestry and fishing, and ag-
riculture during the previous three years (Miranti et al.,

2022). Transportation, accommodations and restaurants,
and wholesale and retail trade are among the top three
sectors most harmed by the Covid-19 pandemic in 2020,
with respective contracts of 15.1%, 10.3%, and 3.7%. This
condition resulted in many Indonesian women working in
the formal sector losing their jobs at the beginning of the
Covid-19 pandemic, as indicated by the unemployment
rate increasing from 5.2% in 2019 to 6.5% in 2020. How-
ever, in contrast to the dropping male labour-force par-
ticipation rate (LFPR), female LFPR in Indonesia contin-
ued to rise during the Covid-19 pandemic, namely 53.1%
(2020), 53.3% (2021), and 54.3% (2022), even higher than
before the Covid-19 pandemic in 2019 (51.9%). The in-
creasing LFPR indicates that many women feel anxious
about losing income and try to help meet household needs
by creating or participating in the informal sector. Limited
financial resources during the Covid-19 pandemic are sus-
pected of causing the decline in the performance of per-
sonal tax revenues in 2020, which contracted by 52.23%.
Even in the second quarter of 2021, personal income tax
receipts were recorded as minus 63.7%. Although there
is no data based on gender, tax compliance in 2020 for
individual employees and non-employees only reached
85.41% and 52.44%, respectively (Directorate General of
Taxes [DGT], 2020).

This study seeks to close the gap from prior research
that focuses more on the formulation, implications, and
measurement of the effectiveness of tax policies during the
Covid-19 pandemic (Avi-Yonah, 2020; Bizioli & Beretta,
2020; Collier et al., 2020; Sadiq & Krever, 2021; Zulkar-
naen et al., 2020). This study aims to analyze in depth how
perceived income adequacy and perceived family support
affect financial anxiety and the decision to comply with
taxes or not by working women during the Covid-19 pan-
demic based on the Conservation of Resources (COR)
theory. The variables were chosen based on Katona’s
(1975) study, which indicates that psychological concepts
such as perceptions, attitudes, values, optimism, pessi-
mism, and satisfaction are critical to shaping behaviour.
Katona (1975) proposed a basic schema of psychological
analysis, namely: stimulus - intervention variable - re-
sponse (Overt behaviour). Individuals may have different
perceptions and evaluations of stimuli and react based on
the stimuli they perceive and evaluate.

This study did not analyze the income level variable in
connection to financial anxiety (Ismail et al., 2021; Munir
et al,, 2019; Dasgupta & Dubey, 2015) and tax compliance
(Peng, 2022; Durham et al., 2014; McGee, 2012), as many
past studies have done. According to several academics, a
rise or reduction in income levels cannot adequately rep-
resent the degree to which individual needs are fulfilled,
or wants are satisfied (Knight & Gunatilaka, 2012; Lee,
2016; Park et al., 2009). Therefore, analyzing the perceived
income adequacy variable is important to investigate the
psychology of individual decision-making. This study also
assumes that social support is related to anxiety and de-
pression during the Covid-19 pandemic, similar to Alna-
zly et al. (2021), Naderi and Hajihasani (2021), Oon-Arom



Business: Theory and Practice, 2023, 24(1): 123-136

et al. (2021), Shao et al. (2020), Zhang et al. (2020). Ac-
cording to Mariani et al. (2020), social support from fam-
ily successfully overcame anxieties about financial security
due to the lockdown policies that eliminated social and
professional interactions. High social support serves as a
protective shield for individuals psychologically afflicted
by the Covid-19 pandemic (Cao et al., 2020). However,
Bruwer et al. (2008) asserted that social support is a com-
plex and multidimensional construct whose explanation
is still subject to various interpretations. The complexity
of social support is also highlighted by Wang et al. (2012)
and Shumaker et al. (2017). They claim that the impact
of social support varies depending on the type of support
delivered by different parties, such as family, friends, and
others. Perceived family support is the specific aspect of
social support correlated to financial anxiety in this re-
search. Family support was selected because, at the time of
this study, the Indonesian government was still enforcing
a policy of lockdowns, which obliged individuals to stay at
home for more than two years, and in the overwhelming
majority of cases, they lived with a family.

The effect of perceived income adequacy, perceived
family support, and financial anxiety on tax non-com-
pliance or similar concepts, such as tax avoidance, tax
evasion, tax aggressiveness, tax saving, or tax sheltering,
has never been tested. Similarly, researchers have given
less attention to the association between perceived family
support and financial anxiety (Sears, 2008). The perceived
family support variable is more linked to anxiety in the
health sector (Garousi et al., 2013; Lee & Kang, 1991; Le-
kka et al., 2013; Oh, 1991); no study has been conducted
to relate it to financial anxiety. Ahamed (2021) and Aslan-
yan et al. (2021) discovered that financial anxiety had be-
come a serious problem during the Covid-19 pandemic,
just as important as the physical and mental health of the
community. The COR theory is used in this research to
investigate the relationship between the four variables.
COR theory has provided a framework for understanding
the nature of psychological stress and its potential conse-
quences (Holmgrenn et al., 2017; Hobfoll & Ford, 2007;
Hobfoll & Shirom, 2000).

Based on this background, the research questions for
this study are as follows:

1. How does perceived income adequacy affect finan-
cial anxiety and tax non-compliance of working
women in high-risk situations such as the Covid-19
pandemic based on COR theory?

2. How does social support from family affect financial
anxiety and tax non-compliance of working women
in high-risk situations such as the Covid-19 pan-
demic based on COR theory?

This study is anticipated to have both theoretical and
practical implications. First, as far as the researcher is con-
cerned, this is the first study to predict tax non-compli-
ance using COR theory. Research on tax non-compliance
has often been developed based on the Theory of Rea-
soned Action, the Theory of Planned Behaviour, and the
Slippery Slope Framework, none of which take a loss or
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limited resources into account. Therefore, this study can
expand the concept of COR theory by demonstrating the
consequences of limited financial resources and social
support on financial anxiety and tax non-compliance. Sec-
ond, the study may be a foundation for developing a tax
non-compliance research model in high-risk conditions
such as pandemics, wars, and economic crises. Thirdly,
the study findings may be used by tax authorities in the
formulation of effective tax policies by integrating gender
into account to achieve cooperative compliance.

1. Theoretical framework and hypothesis
development

As a motivational theory, COR theory has a basic tenet
model that individuals are motivated to maintain, protect
the quality and quantity of their current resources (con-
servation) and build new resources (acquisition) while
limiting any circumstances that can endanger resources
(Hobfoll, 1989). Resources are defined as: a) those objects
(food, clothing, shelter), personal characteristics (self-
esteem, social competence, sense of mastery), conditions
(marriage, tenure), or energies (money, knowledge, time)
that are valued by the individual or b) the means for the
attainment of those objects, personal characteristics, con-
ditions, or energies (Hobfoll, 1988; Hobfoll & Ford, 2007;
Buchwald & Schwarzer, 2010). COR theory closes the gap
from other stress theories, such as the Motivation Theory
by Freud (2012), Herzberg (1966) and Maslow (1971), by
adopting the view that individuals actively seek to satisty
their needs and pleasures to achieve well-being.

Based on the first principle of COR theory, called the
Primacy of Resources Loss, it is more dangerous for indi-
viduals when they lose resources than when they receive
resource gains. Loss of resources is deemed hazardous due
to the difficulty of acquiring and maintaining resources.
The opportunity for reduced or lost resources will be even
greater when individuals face high-risk situations such as
natural disasters, war, crime, terrorism, and disease out-
breaks, which can cause psychological stress and distress
(Hobfoll & Ford, 2007). This condition is the background
for researchers to examine research variables in the Cov-
id-19 pandemic setting.

Financial, income, and money are the resources most
often mentioned in a comprehensive set of 74 resources
that are considered important by westerners, including
adequate financial credit, financial assets (stocks, prop-
erty), financial stability, retirement security, money for
advancement or self-improvement (education, starting a
business), savings or emergency money, and adequate in-
come (Hobfoll, 2004, 2001a). This comprehensive set of
resources emphasizes that COR theory differs from the
perspective of psychodynamic experts, who emphasize
that psychological distress is a product of profound per-
sonality disorders (Hobfoll, 1989) and individual judg-
ments about events (Hobfoll & Ford, 2007). COR theory
states that psychological stress is a reaction to an environ-
ment in which there is: a) threat of net loss of resources,
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b) net loss of resources, or c) lack of resource acquisition
after resource investment. Therefore, actual and perceived
losses or minimal gains after significant resource invest-
ments can trigger stress (Hobfoll, 2001a, 1989).

This concept is linear with data from the World Bank
(2002) and ILO and OECD (2020), which show that dur-
ing Covid-19, many individuals in the world, especially
women, lost their jobs and reduced their income which
forced them to have financial anxiety and depression
(Banford Witting et al., 2022; Thayer & Gildner, 2021;
Hertz-Palmor et al., 2021; Choi et al., 2020). The concept
of COR theory also supports the hypothesis that perceived
income adequacy could encourage individuals in financial
anxiety. However, the effect of perceived income adequacy
on financial anxiety still needs to be tested for consistency.
Grable et al. (2013) stated that individuals are not smart
enough to match their objective income status with sub-
jective perceptions of adequacy, so they are often biased.

A perceived income adequacy is a tool for individu-
als to subjectively evaluate the adequacy of their income
to meet household needs (Grable et al., 2013). In other
words, perceived income adequacy refers to individual
subjective income (Litwin & Sapir, 2009). Perceived in-
come adequacy represents the perceived stressor and re-
flects the cognitive evaluation of the individuals financial
situation, particularly regarding the ability to fulfil needs
and wants. Whelan (1992) asserts that there are two types
of deprivation, namely: 1) primary deprivation, which is
defined as the individual’s inability to buy things that are
considered necessary by society, and 2) secondary depri-
vation or lifestyle deprivation, which refers to the inability
of individuals to buy things they want but are considered
unnecessary by society. Whelan (1992) claims that meas-
uring these two dimensions is crucial because they lead to
the experience of financial stress and psychological stress.
This is identical to the study by Sears (2008), which di-
vides perceived income adequacy into a two-dimensional
content domain. The domain distinguishes perceptions of
basic needs (housing, food, clothes) and perceptions of
lifestyle. Furthermore, Sears (2008) distinguishes current
perceptions from future-oriented expectations, but this
study only measures current perceptions.

In addition to highlighting the significance of resources
in stress prediction, COR theory also emphasizes the sig-
nificant role of social support (Hobfoll, 2001b). This view
is based on the fact that individuals have limited resources,
especially in high-risk and stressful situations. When indi-
viduals realize their resources are inadequate, they will rely
on others to obtain resources they do not have, strengthen
their diminishing resources, or get them out of a stressful
situation. With this strategy, they can regain resources or
the ability to use their resources. Resources obtained from
other people can be in the form of object resources (such
as shelter, food, or transportation) and energy resources
(such as money or information). In addition, it can also be
in the form of strengthening personal resources that have
been depleted by stressful conditions. For example, losing
a job can jeopardize an individual’s optimism, hope, and

confidence. Emotional support can play a role in replenish-
ing these diminished resources by showing individuals that
they are important and loved.

Social support can be delivered through family, friends,
community, social networks, or interpersonal relationships
(Cullen, 1994). This study includes the perceived family
support variable into the model because of the considera-
tion that working women spent more time with their fami-
lies due to the work-from-home policy during the Covid-19
pandemic. Many previous studies have proven the effect of
perceived family support on anxiety levels (Largani et al.,
2022; Jafari & Shahriari, 2021; Koutsimani & Montgom-
ery, 2021). However, COR Theory warns of potential social
costs (Hobfoll, 2001b). First, individuals must expend other
resources for assistance. Reaching out to others takes a lot
of effort, time, and income which may already be taxed dur-
ing stressful conditions. Asking for help can also force the
individual to admit shortcomings they don’t want others to
know about. In certain cultures, the concept of “standing on
one’s own two feet” has a central value, so asking for help
can reduce feelings of mastery and self-esteem. Second, the
resources that others offer may be of poor quality, for ex-
ample, when others offer support but imply that they are
superior. Third, asking for social support means incurring
costly social obligations in the future because individuals
need to repay the kindness given to them. Hence, they have
to risk valuable resources at the wrong time.

This study does not use the concept of financial stress
but financial anxiety. Financial stress and financial anxiety
are individual subjective feelings triggered by a stressor
or the accumulation of cognitive appraisal, an individual’s
behaviour in response to it, environmental threat, and
physiological arousal. Although they generally have the
same concept and seem like they can be used interchange-
ably (Bystritsky & Kronemyer, 2014), financial stress and
financial anxiety are two different things. Alvarado (2021)
and Kim et al. (2020) clearly distinguish financial stress
and anxiety definitions and examine them separately. In
contrast to financial stress, which refers to a condition of
emotional stress caused by real financial difficulties, fi-
nancial anxiety is the fear that something will go wrong
despite having a good financial condition. Archuleta et al.
(2013) state that financial stress is a direct reaction to fi-
nancial stressors, while financial anxiety describes feelings
of anxiety or worry about current and future financial sit-
uations. Santacroce et al. (2020) explain that individuals
who experience high levels of financial stress, which tend
to increase over time, will experience depression. There-
fore, individuals who experience financial anxiety will
show poor financial behaviour, such as not doing financial
planning (Grable et al., 2015), budgeting, and saving (Roll
et al., 2016). Another difference, financial stress tends to
be short-term and is a response to a recognized threat,
while financial anxiety can linger, and there seems to be
no trigger.

These arguments are in line with the results of the
FINRA Foundation study in 2018, which reported that a
total of 56% of respondents experienced financial anxiety,
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where financial anxiety was consistently higher by approx-
imately 10% than financial stress in various demographic
groups (gender, age group, income level, retirement status,
number of family dependents, and health problems) (Lin
et al., 2019). This figure increased when a re-survey was
conducted in 2021 during the Covid-19 pandemic. Data
shows that respondents who reported experiencing finan-
cial anxiety were higher than those suffering from finan-
cial stress, as much as 60%. Meanwhile, when viewed by
gender, the results of the 2018 and 2021 studies show that
women (2018: 48%, 2021: 65%) have more indications of
financial anxiety than men (2018: 37%, 2021: 54%) (Ha-
sler et al., 2021). Meanwhile, Hobfoll (2014) states that
working women have a level of anxiety twice as high as
men, so they need counselling, emotional support, and
instrumental support.

Although no research has tested the effect of perceived
income adequacy, perceived family support, and financial
anxiety on tax non-compliance, COR theory can underlie
the assumption of a relationship between the four vari-
ables. As explained earlier, COR theory assumes that in-
dividuals will try to protect their resources and obtain
new ones by maximizing their resources. This theory is
similar to Allingham and Sandmo’s (1972) view that tax-
payers are rational agents who try to maximize the utility
of their taxable income. Taxpayers will rationally weigh
the benefits and costs of compliance against the expected
evasion utility. Taxpayers will choose an aggressive strat-
egy to avoid some or all of their tax obligations if they see
a small audit opportunity. However, if the opportunity to
be audited is wide, choosing to comply is a better strategy
because fines or tax sanctions will reduce income more
than the tax that should be paid honestly (Kirchler et al.,
2010). Tax avoidance strategies will also be taken when in-
dividuals feel taxes reduce their ability to meet basic needs
(Bird & Zolt, 2008), invest and save (Nguyen & Darsono,
2022). Thus, when individuals feel that their income is in-
adequate after deducting taxes to meet basic needs and
lifestyles, it will increase financial anxiety.

Perceived Income
Adequacy for

Current Needs 1

Perceived Income
Adequacy for
Current Wants

Perceived Family Y
Support

Figure 1. Research model

Based on the constructed theoretical framework, Fig-
ure 1 presents the research model, and ten hypotheses are
proposed:

H1: Perceived income adequacy for current needs af-
fects the financial anxiety of working women during the
Covid-19 pandemic.
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H2: Perceived income adequacy for current wants af-
fects the financial anxiety of working women during the
Covid-19 pandemic.

H3: Perceived family support affects the financial anxi-
ety of working women during the Covid-19 pandemic.

H4: Perceived income adequacy for current needs af-
fects the tax non-compliance of working women during
the Covid-19 pandemic.

HS5: Perceived income adequacy for current wants af-
fects tax non-compliance of working women during the
Covid-19 pandemic.

Heé: Perceived family support affects women’s tax non-
compliance during the Covid-19 pandemic.

H7: Financial anxiety affects women’s tax non-compli-
ance during the Covid-19 pandemic.

H8: Perceived income adequacy for current needs af-
fects the tax non-compliance of working women during
the Covid-19 pandemic, with financial anxiety as a me-
diating variable.

H9: Perceived income adequacy for current wants in-
directly affects tax non-compliance for working women
during the Covid-19 pandemic, with financial anxiety as
a mediating variable.

H10: Perceived family support indirectly affects tax
non-compliance for working women during the Covid-19
pandemic, with financial anxiety as a mediating variable.

2. Research methodology

Quantitative research with an explanatory approach is ap-
plied in this study to test the ten hypotheses proposed.
Based on the data collection method, this study is survey
research that employs a questionnaire to collect data. The
questionnaires were distributed for two months online
through social media such as WhatsApp, Facebook, Tele-
gram, or Twitter. The online questionnaire was distributed
due to the social distancing policy during the Covid-19
pandemic. In addition, using online surveys gives benefits,
including 1) eliminating unanswered questions so that all
371 gathered questionnaires can be processed and 2) meet-
ing the representation of the targeted 34 provinces in Indo-
nesia. The questionnaire format is divided into two parts.
The first part explores the characteristics of respondents
and their financial condition during the Covid-19 pan-
demic. Meanwhile, the second section consists of ques-
tion items about four study variables. The variables and
items of the study question were measured using a Likert
scale ranging from 1 to 5, with one indicating “strongly
disagree”, and five indicating “strongly agree”. This study
has four exogenous variables and one endogenous vari-
able. Question items for three exogenous variables, namely
perceived income adequacy for current needs, perceived
income adequacy for current wants, and financial anxi-
ety adopted from the Sears study (2008). Meanwhile, the
question item for the perceived family support variable
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refers to the research of Uddin and Bhuiyan (2019), Kom-
jakraphan et al. (2009), and Kyzar et al. (2012). The study’s
endogenous variable is tax non-compliance, with the
question item adapted from Kasipillai and Abdul-Jabbar
(2006) and Aregbesola et al. (2020). This research focuses
on intentional non-compliance, which refers to having the
planned intent to commit tax fraud. Question items were
adjusted as well to suit Indonesian conditions and policies.
Data processing technique using SEM method based on
Partial Least Square (PLS). PLS is recommended for pre-
dicting research models with the addition of theory devel-
opment (Fornell & Bookstein, 1982). Indonesian working
women were selected as the population of research. Due to
the sizeable and unknown population, the sample size for
this research was determined using the Cochran method
(Cochran, 1977). Purposive sampling with the following
criteria is utilized as the sampling technique: 1) Indone-
sian women who worked in the formal and informal sec-
tors and 2) have worked for at least a year at the time this
study was undertaken.

3. Result

3.1. Respondent characteristics

COR theory argues that resources are not individually de-
termined but are the product of a particular culture and

Table 1. Respondent characteristics

. Frequen- | Percentage
Variables Groups cies (%)
18-30 186 50.13
Age 31-40 129 34.77
41-50 43 11.59
51-60 13 3.50
. Not yet married 189 50.94
X;ﬁzal Marry 156 42.05
Divorce 26 7.01
I and my partner both 118 75.64
Job-status | work
Only I am working 38 24.36
Freelancer 64 17.25
Have own business and 31 8.36
employ other people
Have own business, but 43 11.59
Type of do not employ other
jobs people
Government employees 73 19.68
Private company 117 31.54
employee
Part-time worker 43 11.59
1-5 years 192 51.75
gf‘sf;?k 5-10 years 112 30.19
experience 10-20 years 50 13.48
>20 years 17 4.58
Sumatra 82 22.10
Java 209 56.33
Origin Kalimanta 33 8.89
Sulawesi 20 5.39
Nusa Tenggara & Bali 20 5.39
Maluku & Papua 7 1.89

transcultural Hobfoll (2001a). Therefore, a deep under-
standing of the respondent’s background might strengthen
the study’s hypothesis analysis. Table 1 shows that most
respondents are between the ages of 18 and 30 (50.13 per-
cent), whereas few are between the ages of 51 and 60 (3.50
percent). Among the 156 (42.05 percent) married work-
ing women, 38 (24.36 percent) said that they are the only
breadwinners and bear the family’s living expenses. The
majority of respondents, 192 (51.75 percent), had worked
for between one and five years. In terms of the type of
work, most of them work as employees of private com-
panies, as many as 117 (31.54 percent), civil servants 73
(19.68 percent), and freelancers 64 (17.25 percent). The
highest number of respondents, 209 (56.33 percent), came
from Java island, followed by the island of Sumatra, with
82 respondents (22.10 percent). Maluku and Papua only
contributed seven responders (1.89 percent) to the total.

3.2. Respondents’ income conditions during the
Covid-19 pandemic

Researchers also tried to understand the financial situa-
tion of the sampled women workers to determine if their
resources during the Covid-19 epidemic had grown or
decreased, causing financial anxiety and changes in tax
compliance behaviour. According to Table 2, the monthly
income received is quite low, with 102 respondents (27.49
percent) respectively reporting an income of less than Rp.
2,500,000 (USD 169) and between Rp. 2,500,000 - Rp.
5,000,000 (From USD 169 to USD 338). Although 148 re-
spondents (39.89 percent) claimed that their income had
not changed throughout the Covid-19 pandemic, as many
as 88 respondents (23.72 percent) stated that their income
had decreased by 10% to 25%. In addition, 58 respondents
(15.63 percent) indicated that their income had decreased
by 50%, while 24 respondents (6.47 percent) stated that
their income had dropped by 100%. Interestingly, up to
53 respondents (14.29 percent) reported a rise in income.
Increased income indicates that the Covid-19 pandemic
does not always deplete or annihilate individual resources.
With a limited income, 155 respondents (41.78 percent)
have a dependent family of two people, while 113 (30.46
percent) have a dependent family of one person. During
the Covid-19 pandemic, the highest expense was for the
purchase of food (39.35 percent), utility costs (18.33 per-
cent), housing procurement (15.09 percent), and health
costs (11.32 percent).

3.3. Assessment of measurement model

Table 3 indicates that the cross loading ranges from 0.700
to 0.905, which is greater than the minimum threshold
value of 0.7 (Carrion et al., 2017). As a result, the research
indicators meet discriminant validity. The construct reli-
ability test was likewise passed, with minimum values of
Composite Reliability and Cronbach Alpha obtained that
were 0.953 and 0.945, respectively, above the minimal 0.7.
The Average Variance Extracted (AVE) value for the five
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Table 2. Respondents’ income conditions during the Covid-19 pandemic

Variables Groups Frequencies Percentage (%)

< Rp 2.500.000 102 27.49
Rp 2.500.000 - Rp 5.000.000 102 27.49

Total Income Rp 5.000.000 - Rp 10.000.000 77 20.75
Rp 10.000.000 - Rp 20.000.00 65 17.52
> Rp 20.000.000 25 6.74
Income has increased 53 14.29
Income does not change. 148 39.89

Income Status Income reduced by about 10-25% 88 23.72
Income reduced by about 50% 58 15.63
Income reduced by up to 100% 24 6.47
0 74 19.95
1 113 30.46

The number of 2 155 41.78

dependents family |3 24 6.47
4 3 0.81
>4 2 0.54
Insurance costs 12 3.23
Entertainment / Recreation costs 11 2.96
Health Costs 42 11.32
Education Costs 29 7.82

Income Allocation | Utility Costs (electricity, water, telephone, internet) 68 18.33
Food Purchase 146 39.35
Clothing Purchase 7 1.89
Housing Procurement (house rental, home purchase 56 15.09
instalments)

constructs is more than 0.5, which is in the range of 0.642
to 0.721, indicating that convergent validity is accepted as
the criteria by Hair et al. (2019).

3.4. Assessment of structural model

The structural model is tested by looking at the R-
square value, which is a goodness-of-fit test of the

model. The R-square value for the variable of financial
anxiety is 0.658, as seen in Table 4. This value indi-
cates that the perceived income adequacy for current
needs, perceived income adequacy for current wants,
and perceived family support affect financial anxiety by
65.8%, whereas the remaining 34.2% is influenced by
other variables not analyzed. Meanwhile, the tax non-
compliance variable has an R-squared value of 0.118.

Table 3. Construct reliability and validity analysis

Construct Items Loading | CA | CR | AVE
X1.1 |I can afford the health care I need during the Covid-19 pandemic 0.850
X1.2  |Ido not need to borrow money in order to pay my bills during the Covid-19 0.857
pandemic
X1.3 |I cannot pay my bills on time during the Covid-19 pandemic (R) 0.763
X1.4 |1 can afford to pay my utilities (heat, water, gas, etc) during the Covid-19 0.875
Perceived pandemic
Income |X1.5 |I can afford the child care or elder care my family needs during the Covid-19 | 0.700
Adequacy pandemic
for X1.6 |I am able to pay my expenses without overdrawing my bank account during 0.813 | 0.945|0.953 | 0.648
Current the Covid-19 pandemic
Needs X1.7 |1 cannot pay for the clothes I need during the Covid-19 pandemic (R) 0.841
(X1) X1.8 |I cannot afford the basic transportation I need during the Covid-19 pandemic| 0.792
(R)
X1.9 |I can afford the basic housing (e.g. rent, mortgage) I need to survive during 0.756
the Covid-19 pandemic
X1.10 |I cannot afford the food I need to survive during the Covid-19 pandemic (R) 0.787
X1.11 |I can afford the insurance I need during the Covid-19 pandemic 0.799
X2.1 |1 cannot pay for the clothes I want during the Covid-19 pandemic (R) 0.868
X2.2 |1 cannot afford the kind of transportation I want during the Covid-19 0.804
pandemic (R)
X2.3 |1 can afford the type of housing I want during the Covid-19 pandemic 0.707
X2.4 |1 cannot pay for the type of food I like to eat during the Covid-19 pandemic 0.835
(R)
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Continued Table 3

Construct Items Loading | CA | CR | AVE
X2.5 |1 cannot afford the household items I want during the Covid-19 pandemic 0.848
(R)
X2.6 |1 cannot afford to replace broken or worn out things during the Covid-19 0.873
Perceived pandemic (R) . . . . .
Income | X27 |Lcan afff)rd the recreation or entertainment I like during the Covid-19 0.830
Adequacy pandemic . .
for X2.8 |I can afford to save as much money as I want to be saving during the 0.798 0.954 | 0.960 | 0.665
Current Covid-19 pgndemlc . . .
wants X2.9 |My current income allows me to have the lifestyle I want during the Covid-19| 0.807
(X2) pandemic
X2.10 |I have extra money for unexpected expenses during the Covid-19 pandemic 0.791
X2.11 |I cannot save for retirement at the rate I want to save during the Covid-19 0.761
pandemic (R)
X2.12 |1 can afford to travel where I want during the Covid-19 pandemic 0.850
X3.1 | My family loves me during the Covid-19 pandemic 0.822
X3.2 |1 get respect from my family during the Covid-19 pandemic 0.831
X3.3 | My family helps me with daily activities during the Covid-19 pandemic 0.834
X3.4 | My family helps me with religious activities during the Covid-19 pandemic 0.853
X3.5 | My family gives me useful information during the Covid-19 pandemic 0.858
X3.6 | My family give me emotional support during the Covid-19 pandemic 0.898
X3.7 | My family shares important decisions with me during the Covid-19 pandemic| 0.880
X3.8 | My family understands my personal desires during the Covid-19 pandemic 0.838
Perceived |X3.9 | My family helps me to participate in social events during the Covid-19 pandemic | 0.781
Family X3.10 | My family listen to my problems during the Covid-19 pandemic 0844 |0 001 0.980 | 0.715
Support |X3.11 | My family helps to solve my problems during the Covid-19 pandemic 0.845 ’ ’ ’
(X3) X3.12 | My family is aware of my health during the Covid-19 pandemic 0.833
X3.13 | My family helps in my treatment during the Covid-19 pandemic 0.821
X3.14 | My family treats me as an important person during the Covid-19 pandemic 0.844
X3.15 | My family gives me money when I need it during the Covid-19 pandemic 0.720
X3.16 | My family is careful about my food during the Covid-19 pandemic 0.844
X3.17 | My family is careful about my sleep during the Covid-19 pandemic 0.842
X3.18 | My family gives me companionship during the Covid-19 pandemic 0.904
X3.19 | My family helps me to stay happy during the Covid-19 pandemic 0.905
X3.20 |Iam satisfied with my family’s support during the Covid-19 pandemic 0.894
Y1.1 |Itis all right to occasionally understate certain income during the Covid-19 0.770
pandemic if I am generally a law-abiding individual.
Y1.2 | The probability of being audited is so low that it is worthwhile to understatea | 0.762
little on my taxable income during the Covid-19 pandemic.
Y1.3  |Itis reasonable to avoid paying taxes on income from investments or com- 0.785
missions that the tax authorities cannot determine during the Covid-19
pandemic.
Y1.4 |Income tax rates are just too high, so it is not really cheating when I take 0.824
advantage of regulatory loopholes to reduce the amount of tax owed during
the Covid-19 pandemic.
Y1.5 |Itis not so wrong to reduce taxable income during the Covid-19 pandemic 0.836
since it does not really hurt anyone.
Y1.6 | Under Withholding Tax System, the employer deducts income tax monthly; 0.813
Tax Non- hence, it is okay not to declare and pay any more income tax during the
Comp- Covid-19 pandemic.
liance (Y) | Y1.7 |Itis not so wrong to understate taxable income since the government spends 0.863 | 0:9>%] 0959 0.642
too much on ineffectual projects during the Covid-19 pandemic
Y1.8 | As several companies pay no income taxes at all during the Covid-19 0.846
pandemic, it is not a big deal if someone like me doesn't pay taxes.
Y1.9 | Even though my financial condition is poor during the Covid-19 pandemic, I | 0.774
keep paying my income taxes on time and honestly.
Y1.10 |Itis not fraudulent to not pay taxes if most of the tax revenue is corrupted by | 0.798
politicians or governmental authorities during the Covid-19 pandemic.
Y1.11 |During the Covid-19 pandemic, I would rather save a modest amount of my 0.755
income than pay taxes.
Y1.12 |1t is reasonable to avoid paying taxes during the Covid-19 pandemic because 0.809
the tax system is unfair.
Y1.13 |Even if my colleagues, friends, and relatives do not pay taxes during the 0.774
Covid-19 pandemic, I continue to pay my income taxes on time and
correctly.
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End of Table 3
Construct Items Loading | CA | CR | AVE
Z1.1  |I feel calm about my financial situation during the Covid-19 pandemic (R) 0.710
71.2 |1 feel unhappy because of my financial situation during the Covid-19 0.836
pandemic
Z1.3 |1 feel anxious because of my financial situation during the Covid-19 0.851
pandemic
Z1.4 |Iam easily irritated because of my financial situation during the Covid-19 0.867
pandemic
Financial |Z1.5 | My financial situation interferes with my daily job performance during the 0.892
Anxiety Covid-19 pandemic 0.951 {0.959 | 0.721
(2) Z1.6 | My financial situation frequently interferes with my family relationship 0.847

during the Covid-19 pandemic

Covid-19 pandemic

Z1.7 | My heartbeat increased because of my financial situation during the Covid-19 | 0.873

pandemic

Z1.8 | I have more sweat because of my financial situation during the Covid-19 0.870
pandemic

Z1.9 | I have fatigued frequently because of my financial situation during the 0.880

Note: CA: Cronbach’s Alpha; CR: Composite Reliability.

Thus, tax non-compliance is influenced by variables per-
ceived income adequacy for current needs, perceived
income adequacy for current wants, perceived family
support, and financial anxiety by 11.8 percent. Q-Square
Predictive Relevance is also applied to measure how ac-
curately the model and its parameter estimates generate
the conservation value. The Q-Square value is equivalent
to the coeflicient of total determination in path analysis.
Q-Square has a value with a range of 0 < Q2 < 1, where the
closer to 1 means the better model. According to the cal-
culated data, it is known that the Q-Square value is 0.6984.

Table 4. Result of R2 and predictive relevance

Endogenous Latent Construct R? Q?
Financial Anxiety (Z) 0.658
- 0.6984
Tax Non-Compliance (Y) 0.118

3.5. Hypothesis testing

As shown in Table 5, only H4 and H5 were rejected,
whereas the other eight hypotheses offered in this research
were supported, as shown in Table 5. The acceptance of
the eight hypotheses is indicated by t-statistics values
greater than 1.946 and p-values less than 0.5. The results
of the hypothesis test show that H1, H2, and H3 are ac-
cepted as indicated by the value of: B: -0.474, t-statistic:
7.067, p-values: 0.000 for H1, : -0.276, t-statistic: 4.270,
p-values: 0.000 for H2, and B: -0.156, t-statistic: 3.459,
p-values: 0.001 for H3. Therefore, perceived income ad-
equacy for current needs, perceived income adequacy for
current wants, and perceived family support directly af-
fect financial anxiety. Meanwhile, perceived income ad-
equacy for current needs and perceived family support do
not affect tax non-compliance as indicated by the value
of B: —0.045, t-statistic: 0.550, p-values: 0.583 for H4 and
B: 0.039, t-statistics: 0.492, p-values: 0.623 for H6. How-
ever, the perceived income adequacy for current wants is

proven to have a direct effect on tax non-compliance. In
other words, H5 is accepted with a value of f: 0.202, t-sta-
tistic: 2,400, p-values: 0.017. H7, which states that finan-
cial anxiety has a direct influence on tax non-compliance,
is also proven by the value of B: 0.449, t-statistic: 5.783,
p-values: 0.000. The mediating effect of financial anxi-
ety was also detected on the effect of perceived income
adequacy for current needs, perceived income adequacy
for current wants, and perceived family support on tax
non-compliance, indicated by the value of B: -0.213, t-
statistic: 4.436, and p-values: 0.000 for H8. Meanwhile, the
acceptance of H9 and H10 is indicated respectively by the
value of (: —0.124, t-statistic: 3.194, p-values: 0.001 and B:
-0.070, t-statistic: 3.122, p-values: 0.002.

Table 5. Hypotheses testing direct and indirect effect

Hypo- Path t-sta-
VP Path Coeffi- | . " |p-values| Decision
thesis . tistics
cient ()
H1 X1 ->7 -0.474 | 7.067 | 0.000 |Significant
H2 X2 ->7Z -0.276 | 4.270 | 0.000 |Significant
H3 X3->7Z -0.156 | 3.459 | 0.001 |Significant
He | X1->Y | 0045 | 0550 | 0583 |NotSigni-
ficant
H5 X2 ->Y 0.202 2.400 | 0.017 |Significant
Heé6 X3->Y 0.039 0.492 | 0.623 NOt .
Significant
H7 7Z->Y 0.449 5.783 | 0.000 |Significant
H8 |X1->Z->Y| -0.213 | 4436 | 0.000 |Significant
H9 |X2->Z->Y| -0.124 |3.194 | 0.001 |Significant
H10 |X3->Z->Y| -0.070 | 3.122 | 0.002 Signiﬁcant

4, Discussion

In general, the concept of COR theory is confirmed by
the results of the research hypothesis testing. Based on
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the perspective of COR theory, money is considered a
resource to protect the resources they have during the
Covid-19 pandemic, both in quantity and quality, or to
obtain new resources through investment (Hobfoll, 1989).
Furthermore, perceived income adequacy is an indicator
of the existence of the potential for insufficient resources
and, theoretically will cause financial anxiety. The major-
ity of working women in the study sample have a limited
income, and more than 45% stated that their income de-
creased between 10% to 100%. The financial constraints
experienced by these women workers are proven to en-
courage them to experience financial anxiety.

Perceived income adequacy refers to how individu-
als subjectively evaluate the adequacy of their income to
meet the basic needs of life (perceived income adequacy
for current needs) and buy the things they want to main-
tain a lifestyle (perceived income adequacy for current
wants) (Sears, 2008). In this study, both dimensions have
the same level of preference for stimulating financial anxi-
ety. This result contradicts Maslow’s (1971) theory, which
states that lower-level needs must be met and satisfied be-
fore higher-level needs can be satisfied or are sequential.
When fundamental needs have been met, they will cease
to exist. Consequently, individual efforts will be geared
toward meeting the subsequent set of unfulfilled needs.
The activity will develop into a habit, and unfulfilled needs
will become the primary or even most essential needs. The
desire to meet these needs will become stronger when the
individual is increasingly engaged in it.

Individual social activities have been restricted by the
Covid-19 pandemic owing to long-term lockdown and
work-from-home regulations. Gender norms and en-
trenched cultural beliefs deteriorated working women’s
physical and mental health circumstances during the lock-
down policy. Because female employees must not only ac-
complish their professional tasks but also carry a tremen-
dous strain at home owing to the closure of public institu-
tions such as schools, there is great potential to experience
physical and mental health problems. Working women in
this situation expect to have their primary, secondary,
and tertiary needs met simultaneously. This argument is
consistent with previously presented data on the financial
condition of respondents during the Covid-19 pandemic,
in which respondents claimed that their biggest expenses
were not only food and housing but also internet, health,
entertainment, and insurance. As a result, when working
women believe that their income is insufficient to support
their needs and wants during the Covid-19 pandemic,
they will be forced to experience financial anxiety.

In addition, this study proved that perceived family
support affected the financial anxiety of working women
during the Covid-19 pandemic. That is, family support
in the form of financial and non-financial such as emo-
tional support, concern for health conditions, and a sense
of affection can eliminate the negative impact of finan-
cial pressure on financial anxiety. These results follow the
views of Hobfoll (2014), who states that working women

experience anxiety twice as much as men, so they need
advice, emotional support, and instrumental support. The
results of this study also ignore the concept of cost in so-
cial support based on the COR Theory as stated (Hobfoll,
2001b). Compared to friends or the community, family
is considered the closest person who will assist quickly
and without expecting reciprocity during the Covid-19
pandemic.

Regarding tax non-compliance, this study can only
prove the direct influence of the perceived income ad-
equacy variable for current wants. In contrast with the
results of testing the effect of perceived income adequacy
for current needs, perceived income adequacy for current
wants, and perceived family support on financial anxi-
ety, which shows the same preference between needs and
wants. Testing the effect of these three variables on tax
non-compliance places insufficient income to fulfil wants
during the Covid-19 pandemic as the main consideration.
Taxes have the potential to deplete an individual’s financial
resources. Consequently, individuals have a diminished
capacity to manage or create new resources. Working
women had acclimated well to these conditions before
the Covid-19 outbreak, assuming there was no change in
their needs and wants, so they would voluntarily complete
their tax obligations. In addition, the existence of fines and
interest penalties is a consideration for working women to
comply with taxes because sanctions will further reduce
take-home pay which taxes have already deducted.

The nature of taxes that are imposed personally with
inherent sanctions makes working women not need social
support from their families to fulfill their tax obligations.
Whether they have family support or not, working women
must meet their tax obligations. However, working women
evaluate tax non-compliance differently when confronted
with their list of wants. During the Covid-19 pandemic,
working women not only had a significant need but also
an increased wants for items that might reduce their stress
and anxiety levels under uncertain situations, such as en-
tertainment and internet access to get information or pub-
lic services. The motivation to fulfill their wants and the
fact that most of them experience a decrease in income
but are still required to pay taxes is what triggers tax non-
compliance.

Financial anxiety has also been shown to have a direct
effect and act as a mediation on the relationship between
perceived income adequacy for current needs, perceived
income adequacy for current wants, and perceived fam-
ily on tax non-compliance. Being disobedient in fulfilling
their tax obligations is considered a strategy to protect
limited resources during the Covid-19 pandemic. Tax
non-compliance is also a strategy of working women to
maximize their financial resources in meeting their needs
and wants during the Covid-19 pandemic. Thus, working
women who perceive that their income is insufficient and
feel that they do not have family support will experience
financial anxiety and push them to be non-compliant with
taxes.
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Conclusions, limitations, and future research

This study examines the direct and indirect effects of
perceived income adequacy for current needs, perceived
income adequacy for current wants, perceived family
support, and financial anxiety variables on tax non-com-
pliance. Overall this research supports the COR theory.
Working women evaluate the adequacy of their income
during the Covid-19 pandemic under two conditions.
First, with a steady income, they have to meet needs and
wants that are increasing in number. Second, working
women suffer from a decreased income while their needs
and wants increase. Negative evaluation by respondents is
evidenced by the influence of perceived income adequacy
for current needs, perceived income adequacy for current
wants, and perceived family support on financial anxiety.
Different evaluations are shown when the three variables
are tested for their effect on tax non-compliance, where
only perceived income adequacy for current wants affects
tax non-compliance. This result shows that working wom-
en have different preferences for their needs and desires
when they are used as facts that trigger financial stress or
drive tax non-compliance in risky conditions such as the
Covid-19 pandemic. However, working women agree that
financial anxiety is a strong predictor and mediator for tax
non-compliance.

Apart from the research contributions made, this study
has some limitations. First, this study does not consider
the adequacy of income to meet needs as a predictor of in-
come adequacy to fulfil wants as the concept of Maslow’s
Motivation Theory. The theory states that satisfying a need
is a more basic goal than obtaining a want. Understanding
preferences for fulfilling needs and wants will deepen the
analysis of how financial anxiety is formed from evaluat-
ing financial adequacy by individuals in risky conditions
such as the Covid-19 pandemic. Therefore, future research
is suggested to examine the effect of perceived income ad-
equacy for current needs on perceived income adequacy
for current wants before testing its impact on financial
anxiety and tax non-compliance.

Second, this study does not explain the distinction be-
tween collectivist and individualist cultures since it focus-
es on the gender and employment status of the respond-
ents, specifically working women. In other words, in this
research, individual perspectives are assumed to represent
the culture of the general community. This study was per-
formed in Indonesia, a developing country whose inhabit-
ants adhere to eastern culture; hence, it may provide dif-
ferent findings when examined in developed nations or
nations with different cultures. According to COR theory,
resources are valued across cultures. However, some re-
sources may exist in certain cultures but are not adopted
by others. In addition, the level and order of importance of
resources also vary based on different cultural values. Fur-
ther research can be carried out at different locations or
research objects to improve understanding. Thirdly, since
this research used cross-sectional data, it cannot discover
changes in perception or behaviour regarding financial
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adequacy, financial anxiety, and tax non-compliance. In-
dividual behaviour can quickly change when there is influ-
ence from the external and internal environment. There-
fore, future research can extend the observation period.
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