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ABSTRACT 

This research investigates the tax morale of individual taxpayers in Indonesia. 

Indonesia dominantly relies on tax revenue for its national finances, with tax revenue 

accounting for around 70% of the total revenue in the national budget. Despite a 

long history of taxation in the country, the contribution of individual taxpayers has 

been low, justifying studies to encourage the involvement of individual taxpayers in 

tax collection attempts. Tax morale, defined as the ‘intrinsic motivation to pay tax’ or 

‘willingness to pay tax’, is particularly relevant in the Indonesian administration 

system, which adopts a self-assessment system (SAS), where it is the taxpayers’ 

own duty to calculate and pay their tax, as well as file tax reports with the tax office. 

Tax morale, closely related to voluntary willingness of taxpayers to pay their tax, is 

therefore crucial for a healthy level of taxpayer compliance in this system. 

This research employs a mixed methodology of quantitative and qualitative 

approaches. The sampling process uses stratification based on the labour force, as 

the labour force reflects the number of individual taxpayers obligated to pay income 

tax (once an individual’s total income reaches a certain threshold within a taxable 

year). A drop-off survey was used to obtain data from samples of individual 

taxpayers registered in the three largest cities in Indonesia: Jakarta, Surabaya and 

Medan. From 750 questionnaires distributed, 338 responses were usable for 

analysis.  

Along with the quantitative approach, interviews were conducted to obtain qualitative 

data. As many as 15 participants were involved in the interviews, comprising ten 

individual taxpayers, of whom one was a multinational corporate manager with 

insight into employees’ tax matters, in addition to five tax consultants. The varied 

backgrounds of the participants are regarded as being helpful to generate wide-

ranging data that may enrich or confirm findings. The selection of the participants, 

including the tax consultants, was conducted using the purposive sampling method 

to ensure that participants have adequate experiences and knowledge about 

individual taxpayers and related topics. 

Survey data show that individual taxpayers in Indonesia have a high level of tax 

morale, in that most respondents claim that they have paid their tax willingly, without 

any intervention from others. This research also found that their sentiment towards 

tax and their perception of the legal system are statistically significant in influencing 

their tax morale, justifying the demand for actions to improve the public’s 

understanding of taxation and its benefits to the public, as well as the just and fair 
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enforcement of the law. Further, it is also found that better education and a good 

financial situation positively influence the level of tax morale of individual taxpayers. 

There is a difference found in the tax morale level between the younger generation 

and the older generation; arguably, this is related to the sentiment towards tax, as 

the older generation are more likely to have been exposed to poor, corrupt 

governance in the past, while the younger generation are more familiar with the 

improved tax system and governance. This result is enhanced by interview data, 

where participants with lengthy experiences confirmed the improvement of 

governance relative to the past, and its positive influence on their willingness to pay 

tax. It is found that an understanding of tax and good sentiment towards tax are 

catalysts to good tax compliance. 

From qualitative research, factors suggested as influencing tax morale and the 

taxpayers’ decision to pay tax emerge. While sentiment towards tax and the 

understanding about tax play an important role, simplicity of the tax administration 

system is suggested to improve the willingness to pay tax and the ability of the 

taxpayers to execute their willingness, and hence achieve better tax compliance. 

Interestingly, most interview participants suggest that taxpayers pay their taxes 

merely because it is an obligation, without considering any benefit in return or its 

benefit to the public. They view paying tax in a pragmatic way as an obligation, and 

pay because of fear of a fine. This finding arguably does not converge with the 

findings of the quantitative approach suggesting that the individual taxpayers in 

Indonesia have a high level of tax morale. Nevertheless, the results from the 

qualitative approach can be used to enrich the data from the quantitative measures, 

where the latter is designed to infer the tax morale among the individual taxpayers in 

the country.  

Several other factors emerge from the qualitative approach believed to influence 

willingness to pay tax and the decision to pay tax, including individual traits, the role 

of tax consultants, law enforcement and the disclosure of data secrecy, as well as a 

personal approach to influence taxpayers to pay their tax. Discussion about ‘zakat’ 

(compulsory donation based on Islamic rules) suggested it is better perceived than 

tax, suggesting a wide-ranging approach be recommended to the tax authority in its 

attempt to improve tax compliance. 

Several limitations are acknowledged in this research, including the self-reporting 

nature of the survey employed, which may result in a difference between what the 

respondents say and what the respondents actually do, especially for a sensitive 

topic such as tax. This research tries to address this limitation by employing 
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anonymous questionnaires. The samples, consisting of registered individual 

taxpayers, may also produce a bias as they do not cover all kinds of taxpayers, 

including those who are obligated but choose to ignore the obligation to register at 

the tax office, and all other kinds of evasion. However, the use of samples from 

those who are considered compliant, at least in the registration context, is suitable 

for this research, as a tax morale study asks ‘why people pay tax’ rather than ‘why 

people evade tax’, which is more relevant for compliant taxpayers. The limitation of 

samples including only those who reside in the three largest cities, instead of 

covering the whole of Indonesia, is also acknowledged, but is arguably inevitable 

because of cost and time constraints. Further, as suggested in previous studies, the 

lack of standardisation of the measurement of tax morale is acknowledged. 

Therefore, the findings in this research need to be carefully interpreted to formulate 

policies to improve individual taxpayers’ compliance. The use of a mixed 

methodology of quantitative and qualitative approaches is aimed at tackling these 

shortcomings and producing more robust and convincing findings. 

The results of this research call on the government and the Directorate General of 

Taxes (DGT) to improve taxpayers’ sentiment towards tax, which will eventually 

increase their willingness to pay tax. The authorities need to embed the 

improvement of tax awareness strategies in their policies, and encourage a better 

understanding of the benefits of tax among taxpayers. A sense of integrity and just 

law enforcement from the law-enforcing bodies are also crucial in attempts to coax 

taxpayers to comply with their obligations. These findings show that efforts to 

increase tax compliance do not depend solely on the revenue authority, but extend 

to the actions of other parties, such as legal authorities. 

In regard to tax compliance, there is also a need for the tax system to be simplified, 

to reduce the burden of complying with tax obligations. Taxpayers have a pragmatic 

mind-set about paying their tax; they are willing to pay, provided they are not 

burdened by administrative difficulties. In this context, the use of a withholding 

system, where tax laws allow, as well as an increased and improved role of 

intermediaries, such as tax consultants, are recommended. 
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  CHAPTER 1
INTRODUCTION 

1.1.  Chapter Overview 

This chapter presents an overview of the thesis. It provides the background to the 

research, a brief description of the Indonesian tax system, rationale for the study, 

research objectives, research questions, significance of the research, research 

design, definitions of key terminologies and how the thesis is structured and 

presented. A summary concludes the chapter. 

1.2.  Background 

Indonesia currently relies heavily on taxes for its national financing. From 2005 to 

2014, the contribution of tax to the State Revenue and Expenditure Budget (APBN) 

ranged from 60% to 85%, averaging 75% (Republic of Indonesia 2016, Appendix 2). 

The APBN tax collection is generated mostly from income tax, value added tax and 

land and building tax. Other revenues are collected from royalties on natural 

resource exploration, profit shares from state-owned enterprises and other non-tax 

revenues (Republic of Indonesia 2016; Appendix 3). 

Previously, Indonesia generated revenues mostly from oil. Following the boom in 

world oil prices in 1973, this sector contributed almost 80% of revenue in the early 

1980s (Ikhsan, Trialdi and Syahrial 2005, 1031; Alsah 1992, 30). In 1982, the non-

oil-tax-to-GDP ratio was 6.6%, only twice as much as the ratio of foreign aid to GDP 

(Gillis 1985, 225). The combination of natural resource depletion, population growth 

and increasing domestic consumption of fossil fuels has forced Indonesia to find 

more reliable and sustainable resources. 

To aid in this, in 1983, Indonesia overhauled its taxation system (implemented long 

before independence in 1945). The aims of the reform were to increase participation 

from people, promote a more even income distribution and establish a more self-

sustaining state budget (Rizal 2011, 417). Several new laws were enacted, 

replacing tax laws inherited from the colonial period (Pohan 2014, 15–7). A self-

assessment system (SAS) was introduced, substituting for the official assessment 

system put into practice decades earlier. 

Reform began with the promulgation of three tax laws (dated 1983 but effective from 

the beginning of the subsequent year): General Provisions and Tax Procedures 

(KUP) Law, Income Tax (PPh) Law and Value Added Tax and Sales Tax on Luxury 

Goods (PPN dan PPnBM) Law. These newly enacted laws replaced previous laws, 
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regulations and hundreds of decrees that were considered outdated and confusing 

(Uppal 2000, 3). As an example of the simplification, the new Income Tax Law 

regulated both corporate and individual taxpayers, whereas previously, these two 

types of taxpayers had been stipulated separately. A Value Added Tax (VAT) 

system, considered more powerful in generating revenue and less complicated 

(Uppal 2000, 36), was also introduced, replacing the old sales tax system. New 

Land and Building Tax (PBB) Law was enacted two years later (in 1985). 

1.3.  Indonesian Tax System Development 

After the 1983 reform, the Indonesian tax system improved (Ikhsan, Trialdi and 

Syahrial 2005), with a reduction in the dependency on natural resources and a 

gradual, consistent increase in tax revenues. Domestic taxes, namely income tax 

and VAT, began to dominate, reflecting growth in the national economy (Ikhsan, 

Trialdi and Syahrial 2005, 1031). 

However, despite positive developments, weaknesses remain. One frequently cited 

issue is the low tax-to-GDP ratio (Ikhsan, Trialdi and Syahrial 2005, 1030; Rizal 

2011, 418; Pakpahan 2012, 8). The tax-to-GDP ratio has been consistently low, 

around 12% for the combined central and local taxes, and even less for the central 

taxes collected by the DGT (Table 1.1). In 2014, the ratio fell to less than 11%. 

Table 1.1: Revenue Ratios to GDP 2010–2014 

Ratio to GDP 
Year 

2010 2011 2012 2013 2014 

Central Taxes + Local Taxes  
+ Natural Resources 

14.70% 15.72% 15.58% 15.17% 14.42% 

Central Taxes + Local Taxes 12.08% 12.84% 12.84% 12.94% 12.14% 

Central Taxes  11.21% 11.77% 11.90% 11.81% 10.88% 

Source: DGT (2015, 9). 

To present a clearer view, Table 1.2 shows a comparison of the Indonesian tax ratio 

to those of other countries in the region, including Australia, from two datasets—one 

from the World Bank (2012 data) and one from the Heritage Foundation (2016). 

 

 



3 

Table 1.2: Indonesian and Neighbouring Countries Tax Ratios 

Country 
Tax Ratio (%) 

World Bank (2012) Heritage Foundation 
(2016) 

Australia 21.3 27.5 

Vietnam N/A 18.9 

Thailand 15.5 16.2 

Malaysia 15.6 15.8 

Singapore 13.8 13.8 

Philippines 12.9 13.3 

Indonesia 11.4 11.8 

Sources: World Bank (2016); Heritage Foundation (2016). 

According to the World Bank, in 2012, Indonesia had a tax ratio of 11.4%, lower 

than those for Australia, Thailand, Malaysia, Singapore and the Philippines. More 

recent data from the Heritage Foundation1 showed, in 2016, Indonesia’s tax ratio 

was still the lowest, at only 11.8%. The Philippines, the second lowest, had a tax 

ratio of 12.9% in 2012, rising to 13.3% in 2016. Singapore recorded a moderate ratio 

of 13.8%, Malaysia and Thailand had relatively high tax ratios of more than 15%, 

and for Australia, the ratio was more than 20%. Even compared to other countries in 

the region, the Indonesian tax ratio was very low. This may be due to under-

collection, a problem faced by many developing countries, arising from challenges 

such as collecting from hard-to-tax taxpayers, weak administration, poor governance 

and low taxpayer morale (International Monetary Fund [IMF] 2011, 8). 

1.4.  The 2002 Modernisation 

After the 1998 Asian financial crisis that severely hit Indonesia, it was realised that 

the demand for a more robust and efficient tax administration system was more vital 

than before. Poor governance and corruption were considered to have contributed 

to the crisis (Rizal 2011, 415), and the DGT, as a public institution, was not 

excluded. Despite the successes of the 1983 reform, corrupt practices at the DGT 

were recognised and public trust was low (Rizal 2011, 418). While the World Bank 

praised Indonesia for its sound tax administration at that time, it still criticised the 

DGT for weak enforcement and collection, as well as widespread corruption (World 

Bank 2005, 70). 

                                                           
1  Heritage Foundation uses the terminology ‘tax burden’, as tax collection is viewed as inhibiting 

economic freedom (Heritage Foundation 2016). 
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In the early 2000s, the government launched a further round of tax administration 

reform, better known as tax modernisation (Pandiangan 2008, 47–57; Wihantoro et 

al. 2015, 44) or the 2002 reform. Reform was divided into two phases—the first 

phase ran over 2002–2008 and the second phase over 2009–2014 (Pakpahan 

2012, 2). The objectives of the reform were to increase taxpayers’ compliance, 

improve public trust in the DGT and encourage more productive tax officers by 

fostering integrity (Rizal 2011, 416). Tax modernisation also aimed to increase 

revenue and investment, to allow the economy to recover from the crisis (Brondolo 

et al. 2008, 4). 

1.5.  The Problem of Individual Taxpayers in the Indonesian Tax System 

The 2002 reform switched the DGT’s operations from taxpayer type based to 

function based (Susila 2014, 74; Araki and Claus 2014, 15). In this structural 

change, every tax office includes Monitoring and Consultancy sections (DGT 2015a, 

153), which counsel and monitor taxpayers, regardless of type: corporation, 

government treasurer or individual. Counselling and monitoring is conducted by 

account representatives (AR), under the supervision of Section Heads and the Tax 

Office Head. 

The new structure allows the DGT to focus on the largest contributing taxpayers in 

order to maximise revenue. At present, besides headquarters, there are 574 

operational offices in charge of administering tax affairs throughout regions in 

Indonesia. The complete, current DGT organisational structure is discussed in 

Chapter 3, and presented in Appendix A, Appendix B, and Appendix C of this thesis. 

The administration structure exposes a weakness in tax collection at present—the 

small contribution of individual taxpayers. There are holes where the least-paying 

taxpayers—most of them individual taxpayers—tend to be less monitored, and thus 

receive less attention with regard to achieving the revenue targets by the tax offices. 

This may be one explanation as to why there are few studies on individual tax 

behaviour conducted in Indonesia. 

The DGT has succeeded in increasing the number of individual taxpayers, expecting 

this will provide a large base of tax contribution. However, while the number of 

individual taxpayers dominates all registered taxpayers, at around 90% of the total, 

their share in terms of tax contribution is low (see Table 1.3. and Table 1.4). 
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Table 1.3: Number of Registered Taxpayers by Type 2010–2014 

 

 Source: DGT (2015b, 45). 

In 2010, there were more than 13.86 million registered individual taxpayers (Table 

1.3). This number increased to around 16.88 million the year after, exceeded 20 

million in 2012, and by 2014, it leaped to more than 25 million of taxpayers. 

Conversely, the number of corporate taxpayers was only around 1.60 million in 2010 

and reached around 2.32 million in 2014, or only about 8.31% of all registered 

taxpayers. The remaining taxpayers were government treasurers2, which accounted 

for around 2.02% of total taxpayers. The numbers show the structure of taxpayers in 

Indonesia, where the number of the registered individual taxpayers dominated the 

registered taxpayers by almost 90% of the total. 

In terms of tax contribution, these percentages are reversed—although representing 

only around 8% of the registered taxpayer population, corporate taxpayers 

accounted for around 88% of tax revenue in 2014 (Table 1.4). The next largest 

contributor was government treasurers, which provided around 3.34%. Despite 

comprising the largest number of registered taxpayers, individual taxpayers only 

contributed around 1.40% of total tax revenue. On average, an individual taxpayer 

paid only around Rp550,063 in tax, equivalent to around AU$55, in 2014. 

  

                                                           
2  A government treasurer is a government officer who withholds, remit and manages tax matter in 

an institution/project with spending sourced from the State/Regional Budget. 

Corporate Individual
Government 

treasurer

2010      1,608,337    13,861,253         441,986    15,911,576 

2011      1,760,108    16,880,649         471,833    19,112,590 

2012      1,898,547    20,132,036         534,386    22,564,969 

2013      2,116,049    22,231,714         538,875    24,886,638 

2014      2,322,686    25,056,570         563,314    27,942,570 

Share in 
2014 8.31% 89.67% 2.02% 100.00%

Total
Type of Taxpayer

Year
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Table 1.4: Tax Revenue by Type of Taxpayers 2010–2014 

 Revenue in billion rupiah 

 

Source: DGT (2015b, 30). 

Similarly, Arnold (2012) noted that individual taxpayers in Indonesia make a small 

contribution in terms of tax revenue, of only around 1.4% of GDP—less than one-

third the percentage in other ASEAN countries (Arnold 2012, 8). Further, filing 

compliance is also low—only 58% of obligated registered taxpayers filed tax returns 

in 2014 (DGT 2015b, 3), with 3% of households contributing to 80% of total 

household tax revenues (Arnold 2012, 10). One important measure to address these 

issues is to increase individual taxpayers’ compliance by broadening the tax base 

and encouraging voluntary compliance (Arnold 2012, 10–1). 

1.6.  Rationale of the Research: Why Perform a Tax Morale Study? 

1.6.1. Tax Compliance and Tax Morale 

Indonesia has adopted the SAS, a tax system that requires taxpayers to comply with 

their tax obligations, such as calculating total income, tax-free income and taxable 

income, by themselves (Barr, James and Prest 1977, 3–4). Tax compliance involves 

registering in the tax system, filing tax returns and bookkeeping or recordkeeping 

(Brown and Mazur 2003, 2). Compliance, as interpreted by Roth, Scholz and Witte 

(1989, 2), occurs when taxpayers file the required tax returns in time, and tax 

liabilities are reported accurately, in accordance with the regulations and court 

decisions that are valid when the return is filed. 

In the SAS, voluntary compliance is crucial, as the system depends on taxpayers 

reporting and paying their taxes and undertaking other tax-related obligations 

properly. The tax authority holds the power to conduct an audit; however, it may be 

constrained by the system and limited capacity of the authority to conduct such 

Corporate Individual
Government 

treasurer Others

2010    361,385.36        8,184.99      17,279.29    170,695.03 557,544.67   

2011    455,055.31        9,417.31      18,683.02    259,564.22 742,719.86   

2012    603,582.66      10,835.38      24,423.93    196,985.96 835,827.93   

2013    807,723.80      12,055.71      29,920.02      72,328.58 922,028.11   

2014    868,711.26      13,782.69      32,946.30      69,691.84 985,132.09   

Share in 
2014 88.18% 1.40% 3.34% 7.07% 100.00%

TotalYear
Type of Taxpayer
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measures to enforce compliance. These shortcomings have been regarded as 

needing to be addressed by the Indonesian administration during several reforms 

over the past two decades. For example, Arnold (2012, 11) noted that there was a 

considerable amount of taxes overlooked by tax officials because of the absence of 

a systematic approach to assessing self-employed individuals, while Ikhsan, Trialdi 

and Syahrial (2005, 1034) showed that less than half of the potential taxes were 

collected from individual taxpayers. Moreover, audit productivity was low—in 2004, 

there were more than 40,000 unfinished audit cases, and close to 65% of the total 

number of the audits conducted were for taxpayer refund claim purposes (Rizal 

2011, 433), resources that should have been allocated to more productive cases 

(Brondolo et al. 2008, 13). The DGT also had a limited number of auditors, around 

7% of total staff, far less than the suggested number in an effective tax 

administration of around 30–40% of total staff (Brondolo et al. 2008, 15). 

It is worth noting that taxpayers’ compliance is not only driven by the risk of audit 

and the fear of being penalised by the tax authority (see, for example, Murphy 2008 

and Batrancea et al. 2012). There are other dimensions that encourage individuals 

to meet their tax obligations. Previous studies suggest that various factors are 

influential, including the ‘intrinsic motivation to pay tax’ or tax morale (Devos 2014; 

Torgler 2007). 

1.6.2. Tax Morale in Tax Compliance Models 

Models of tax compliance are broadly divided into three types: economic deterrence, 

socio-psychological and fiscal-psychological model (Hasseldine and Bebbington 

1991, 34; McKerchar and Evans 2009, 177; Pope and McKerchar 2011, 588; Cuccia 

1994, 82; Riahi-Belkaoui 2004, 136). The economic deterrence model argues that 

taxpayers are rational individuals, whose decisions are affected by the expected 

benefits or losses in an economic situation. Taxpayers choose to comply in 

accordance with calculations on whether they will be financially better off by taking 

action in regard to their tax liabilities. The model was first put forward by Allingham 

and Sandmo (1972) as acknowledged in many later tax compliance research such 

as in Alm, Jackson and McKee (1992); Li (2010) and Torgler (2007), incorporating 

four main variables—income, tax rate, probability of detection and penalty.  

Conversely, models relying on the attitudinal approach suggest that taxpayers’ 

compliance does not merely depend on rational thinking in terms of losses and 

benefits; rather, compliance is also affected by non-economic variables, for 

example, ethical beliefs (Reckers, Sanders and Roark 1994, 833). The socio-
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psychological model also suggests that conformity to a group can affect an 

individual’s decision—individuals are not fully independent but affected by their 

environment, due to their interactions with others (James and Alley 2002, 33). 

Besides conformity, social norms affect evasion intention (Blanthorne and Kaplan 

2008, 699), and social orientation or preference of a taxpayer—to self (egoistic) or to 

others or the public (pro-social)—also affects compliance (Brizi et al. 2015). 

The third model, the fiscal-psychological model, combines the deterrence and socio-

psychological models (Hasseldine and Bebbington 1991, 304; Pope and McKerchar 

2011, 588). This model suggests that taxpayers’ compliance is also affected by the 

dynamic interaction of taxpayers with fiscal aspects, such as the tax authority, the 

government, the tax rate and the audit system, which all combine to result in a tax 

compliance decision (McKerchar and Evans 2009, 177). Fairness of a tax system, 

for example, is one of the fiscal factors that stimulates the willingness of individuals 

to comply with tax obligations (Devos 2014, 14). 

Tax morale, frequently defined as ‘intrinsic motivation to pay tax’ (Pope and Mohdali 

2010, 568) and ‘willingness to pay tax’ (Braithwaite and Ahmed 2005, 534; Tekeli 

2011, 8), is suggested to have an important role in tax compliance (Pope and 

McKerchar 2011; Devos 2014). Kornhauser calls tax morale ‘a collective name for 

non-rational factors and motivations’ (Kornhauser 2007, 602–3), while Luttmer and 

Singhal (2014, 150) use the phrase ‘non-pecuniary factors’. Therefore, tax morale is 

a factor outside of the economic deterrent model, and can be incorporated into the 

attitudinal approach models (the socio-psychological and fiscal-psychological 

models). 

As per the definitions ‘intrinsic motivation to pay tax’ and ‘willingness to pay tax’, tax 

morale is closely related to voluntary compliance, which falls into the ‘conceptual’ 

aspect of tax compliance—the other aspect is ‘operational’ compliance (Rosid, 

Evans and Tran-Nam 2016, 6). The higher the level of tax morale embedded in an 

individual, the more likely it is that the individual intends to pay taxes. Taxpayers 

meeting their obligations is the ultimate objective of tax authorities in administering 

and managing taxpayers (Rizal 2011). Voluntary compliance is even more relevant 

in the SAS, where the fulfilment of obligations depends more on the willingness of 

taxpayers, especially when taxpayers have plentiful opportunities to evade, for 

example, because of limitations in the system and the tax authority. Pope and 

McKerchar (2011, 600) argued that tax morale could deter taxpayers from active 

attempts to evade paying tax, while Devos (2014, 11, 225) found, in an empirical 

study, that tax morale significantly influences the tax compliance of evaders as well 
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as compliant taxpayers. These results support other studies that suggest that tax 

morale influences tax compliance, for example, Torgler and Murphy (2004), 

Kornhauser (2007) and Cummings et al. (2009). 

This research investigates the tax morale of individual taxpayers in Indonesia, with 

the ultimate objective of enabling the tax authority to influence taxpayers’ 

compliance through tax morale. By understanding the current level of tax morale, 

how it was shaped and which factors determine tax morale in the Indonesian 

context, the tax authority will be able to formulate appropriate policies to increase 

tax morale, and hence, taxpayers’ compliance.  

The level of tax morale in this research refers to the level of willingness of the 

taxpayers to pay tax as similarly has been investigated in previous studies, for 

example by Torgler (2007) and Tekeli (2011). They used a question in World Values 

Survey (WVS) to measure the level of tax morale of the respondents which asked 

“please tell me for each of the following statements whether you think it can always 

be justified, never be justified, or something in between”: V200. Cheating on tax if 

you have the chance (Tekeli 2011 8). The level was measured using the answer to 

the question in a ten-point scale with point 1 for “never justified” to 10 for “always 

justified”. The results were interpreted that the smaller point the respondents chose 

the higher their level of tax morale was. However, as Devos (2014) has pointed out 

“the problem of inconsistency in measurement of the tax morals variable amongst 

the various studies still exists” (Devos 2014, 28). Therefore, the researcher chooses 

to use several statements constructed based on questions and statements from 

previous tax morale studies and measures the level of tax morale using five-point 

Likert scale. This measure is conducted in order for the researcher to be able to 

capture a more reliable measurement of the level of tax morale of individual 

taxpayers in Indonesian context. The statements to measure the level of tax morale 

in this research will be elaborated in details in Section 4.3.1.4.  

1.7.  Research Objectives 

The main objective of this research is to investigate the factors that dominate in 

shaping the level of the tax morale of individual taxpayers in Indonesia. According to 

literature, various variables influence tax morale, ranging from demographic 

variables, sentiment towards tax, fairness of the system, trust in the government, 

trust in the tax authority, and perceptions of the legal system, democratic process 

and public goods and service provision. This research examines which variables 
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among these are relevant to the Indonesian case. Specific research objectives 

include: 

1. Investigating the level of tax morale of individual taxpayers across the three 

largest cities in Indonesia. 

2. Investigating the differences in tax morale level among different demographic, 

social, and economic groups of taxpayers, in order to identify which features 

influence tax morale. 

3. Finding the determinants and other factors (if any) that influence tax morale in 

the Indonesian context, other than those that have been studied in tax morale 

and tax compliance studies thus far. 

4. Providing policy recommendations related to tax morale of individual 

taxpayers in Indonesia based on the findings of this research, to be used as a 

dynamic base for formulating Indonesian tax administration policy settings to 

increase tax compliance. 

1.8.  Research Questions 

To reach the objectives of Section 1.7. this research addresses the following 

questions: 

1. What is the current level of tax morale, or the willingness to pay tax, of 

individual taxpayers in Indonesia? 

2. What demographic, social, as well as economic characteristics differentiate 

tax morale among individual taxpayers in Indonesia? 

3. Which determinants from the theory most influence the tax morale of individual 

taxpayers in Indonesia? Which are most influential in determining voluntary 

tax compliance? 

4. What are the most appropriate policies for the DGT and the Government of 

Indonesia (GOI) to use to increase tax compliance effectively? 

1.9.  Significance of the Research 

Indonesia has a vast population of 240 million people, and more than 100 million of 

these are in the labour force (Central Bureau of Statistic 2013). Currently, there are 

around 25 million registered taxpayers, of which 88% are individual taxpayers.3 

Given the low contribution of individual taxpayers to tax revenue,4 research on tax 

morale is timely in order to formulate policies to increase individual taxpayers’ 

morale level. This would allow willingness to observe tax regulations and pay taxes 

                                                           
3  Table 1.3. 
4  Table 1.4. 
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to improve, consequently raising voluntary tax compliance. The DGT’s limited 

resources could then be allocated to more productive uses, such as audit of 

delinquent taxpayers. This research contributes to the body of knowledge on tax 

morale in developing country contexts, often characterised by vast populations and 

substantial non-compliance. Specifically, this research contributes to the theory, 

body of knowledge and practice in taxation and tax studies as follows:  

1.  To extend the tax morale literature by providing an in-depth study of tax 

morale in a developing country with a long history of SAS implementation. 

2.  To add to the body of knowledge of tax morale by applying a mixed 

methodology approach using a combination of stratified random sampling 

(quantitative), and interviews of different types of participants (qualitative), 

which is expected to provide more reliable and valid findings about tax morale. 

3. To conduct a comprehensive tax morale research in Indonesia by conducting 

research in the three largest cities in the country with different characteristics. 

4.  To provide the government and tax authority with information on tax morale in 

Indonesia, in order for them to better formulate policies to increase individual 

taxpayers’ compliance. 

1.10.  Research Design 

The research is conducted using a mixed methodology approach, combining 

quantitative and qualitative measures. Mixed methodology is a research design that 

utilises more than one method or strategy (McKerchar 2010, 118; Tashakkori and 

Teddlie 1998, 19). In this research, a survey (quantitative) is conducted, with 

individual taxpayer sample respondents from the three largest cities in Indonesia: 

Jakarta, Surabaya and Medan. The survey is then combined with interviews 

(qualitative). Quantitative measures are used to investigate the tax morale of 

individual taxpayers, and its relationship to other variables. A qualitative approach is 

conducted simultaneously, to explore the dynamics of perception of tax and other 

related issues as viewed by taxpayers and tax consultants, in order to further 

explain tax morale in the Indonesian case. The findings obtained from both 

approaches are corroborated to achieve the research objectives in Section 1.7. and 

to answer the research questions in Section 1.8.  

1.11.  Key Terminology 

1.11.1. Tax Morale 

There is no exact definition of tax morale (sometimes called tax moral or tax 

mentality) (Devos 2014); however, most studies define tax morale as ‘intrinsic 
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motivation to pay tax’ or ‘willingness to pay tax’ (Pope and Mohdali 2010, 568; Alm, 

Martinez-Vazque and Torgler 2006; Torgler 2004a, 2004b; Tekeli 2011). It is worth 

noting that tax morale is characterised as ‘all non-rational factors and motivations 

that strongly affect individual’s voluntary compliance with laws’ (Kornhauser 2007, 

602–3) and ‘non-pecuniary motivations for tax compliance’ (Luttmer and Singhal 

2014, 151). Braithwaite and Ahmad (2005, 524) interpret tax morale as the 

‘internalised willingness to pay tax’. Despite the differences, we can draw on 

similarities in these definitions to state that tax morale is about internal ‘willingness’ 

and ‘motivation’, and is not affected by ‘pecuniary factors’, but by ‘non-rational 

aspects and motivations’. This research uses these definitions and characteristics, 

highlighting the ‘willingness or internal motivation of taxpayers to pay tax’. 

1.11.2. Tax Compliance 

Tax compliance as derived from the literature is a condition in which taxpayers meet 

their tax obligations, be it by following a set of laws and regulations or in accordance 

with court decisions. Roth, Scholz and Witte (1989, 2) define it as the condition in 

which ‘the taxpayers file the required tax returns in time and tax liabilities are 

accurately reported in the tax return, in accordance with regulations and court 

decisions which are valid when the return is filed’. As stipulated by laws, regulations 

and court decisions, tax compliance does not only cover paying tax, but also other 

administrative obligations. In this fuller context, Ohms, Olesen and Khin-Carter 

(2015, 428) define compliance as ‘actions of a taxpayer in engaging in the set of 

statutory obligations cast upon them in respect of their annual total tax liability to 

register, record and report, return and enable assessment, pay and participate in 

any post-assessment adjustment process’. 

1.11.3. Tax Evasion 

Webley (2004) refers to tax evasion as an illegal action that involves intentional, 

illegal measures to reduce payment of tax. Evasion includes ‘underreporting 

incomes; by overstating deductions, exemptions, or credits; by failing to file 

appropriate tax returns; or even by engaging in barter’ (Alm 2011, 55). Tax evasion 

is different from tax avoidance, with the latter being within the legal rules, while the 

former goes against the rule of law (Webley 2004, 95). Evasion results in less tax 

paid than should be, in accordance with either the letter or the spirit of the law 

(Sawyer 1996, 484–5). 
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1.11.4. Registered Taxpayer 

A registered taxpayer is an individual or entity that has registered in the DGT system 

for income tax and other administration purposes. Individual taxpayers are required 

to register with the DGT by applying to the tax office and receiving a ’Nomor Pokok 

Wajib Pajak’ (NPWP) or Tax Identification Number after generating income above a 

threshold within a financial year. Individuals are eligible to register even if their 

income has not yet reached the threshold. Registered taxpayers are required to file 

annual income tax reports (and other periodic income tax returns where applicable), 

containing the consolidation of income earned during a financial year. 

1.12.  Structure of the Thesis 

This thesis contains eight chapters. Chapter 1 contains an introduction and overview 

of the thesis, presents background to the research, the rationale of the study and the 

research questions and objectives, and offers a brief explanation of the research 

methodology. Chapter 2 contains the tax morale literature review, including its 

relationship with tax compliance, the determinants of tax morale based on previous 

studies, and tax morale studies conducted in Indonesia. Chapter 3 discusses 

taxation in Indonesia. As this research investigates tax morale, which is linked to the 

perception of tax, the history of tax in Indonesia, including the reforms, is detailed. 

This chapter also contains an introduction to the Indonesian tax system—current 

taxes, the tax authority and the role of taxes in the national fiscal position. Chapter 4 

sets out the research methodology, including the paradigm on which it is based. 

This chapter also describes the methods used in this research, namely the survey 

and interviews, including the steps conducted prior to and during the data collection 

process. Chapter 5 analyses the (quantitative) survey data, while Chapter 6 

analyses the qualitative data, and presents findings based on the interviews. 

Chapter 7 discusses the overall findings, with reference to the theory and literature, 

and the Indonesian experience. Chapter 8 concludes the thesis and offers 

recommendations based on the findings of the research. 

1.13.  Chapter Summary 

This chapter presents an overview of the thesis by setting out the background of the 

research, the aims of the research, the research questions, the importance of the 

research, the research design, key terminologies and the significance of the 

research. Each of these components is explored and explained in greater detail in 

subsequent chapters. 
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  CHAPTER 2
LITERATURE REVIEW 

2.1.  Introduction 

This chapter undertakes a comprehensive exploration of the current tax morale 

literature. It begins with tax compliance, including which issues have been studied 

and why, and how compliance has been conceptualised. A discussion of tax 

compliance is imperative when studying tax morale, as it is the ultimate objective of 

increasing taxpayer morale. The tax compliance section presents several models, 

including one that includes tax morale. Discussion then turns to tax morale and its 

determinants. Finally, studies of tax morale in Indonesia are covered, followed by 

the summary of the chapter. 

2.2.  Tax Compliance 

To generate revenue, tax administrators generally focus on improving taxpayers’ 

compliance. The definition of tax compliance by Roth, Scholz and Witte (1989, 2)—

‘the situation where the taxpayers file the required tax returns in time and tax 

liabilities are accurately reported in the tax return, in accordance with regulations 

and court decisions which are valid when the return is filed’—is considered to 

capture the substance of tax compliance, as it includes both intentional and 

unintentional non-compliance (Fischer, Wartick and Mark 1992, 6). Intentional non-

compliance refers to a situation where a taxpayer deliberately decides not to fulfil tax 

obligations in accordance with the law, despite fully understanding the regulations 

(McKerchar 2003), while unintentional non-compliance is a situation where a 

taxpayer is not compliant but this is unintended; for example, if the taxpayer is not 

aware of the obligation (Devos 2014, 5). 

McKerchar and Evans (2009, 172–3) reformulate the interpretation of compliance as 

the fulfilment of practices by taxpayers in registering, reporting, filing tax returns, 

paying tax due and maintaining all records as stipulated by law. From a different 

perspective, Brown and Mazur (2003, 2) differentiate tax compliance into three 

elements: payment compliance, filing compliance and reporting compliance. While 

noting that there is no universal definition of tax compliance, Ohms et al. (2015, 428) 

offer their own definition—compliance is the ‘actions of a taxpayer in engaging in the 

set of statutory obligations cast upon them in respect of their annual total tax liability 

to register, record and report, return and enable assessment, pay and participate in 

any post-assessment adjustment process’. 
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While obligations may be different in different tax administrations in accordance with 

the legal rulings in force, the above definitions explain a comprehensive actions of 

taxpayer in performing their tax liabilities including with court decisions when 

disputes occur. Tax compliance as an action is an output, whether it is by 

enforcement of tax authority or voluntary by the taxpayer. Particularly, voluntarily 

compliant taxpayers are crucial in a tax administration that adopts the SAS, as they 

are the parties responsible for most tax-related operations, including calculation of 

total income, tax-free income and taxable income (Barr, James and Prest 1977, 3–

4). Taxpayer compliance is even more relevant in situations in which the tax 

authority has limited resources relative to the number of taxpayers and hard-to-tax 

taxpayers, such as those in the underground economy (International Monetary Fund 

2011, 8). 

Kidder and McEwen (1989, 50–5) list a comprehensive typology of tax compliance 

from the US tax system context, which consists of eight types of compliance: 

1) defensive compliance, in which a taxpayer complies due to concerns of being 

penalised by the tax authority 

2) structured compliance, in which compliance is met due to structure that leads to 

a reduced chance of non-compliance, for example, pay-as-you-earn schemes 

3) self-serving compliance, in which a taxpayer has sufficient resources or 

capabilities to comply with tax rules, including for his/her own interest 

4) habitual compliance, in which compliance is a result of habit built over time 

5) loyal compliance, in which taxpayers feel a moral obligation to comply, and 

experience guilt if they do not comply fully 

6) social compliance, in which compliance occurs due to the influence of others, 

such as family and friends 

7) brokered compliance, in which compliance occurs with the assistance of other 

parties, such as consultants 

8) lazy compliance, in which taxpayers ‘take the easy way out’ in meeting their 

obligations, due to limited knowledge on other options. 

This typology of taxpayers is of practical use for the tax authority in formulating 

appropriate policies based on the drivers of why taxpayers do or do not comply. 

Compliance is influenced by numerous factors. For Niemirowski, Baldwin and 

Wearing (2000, 200), traditional factors include ‘legal’ tax avoidance, political 
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culture, opportunity, costs, tax mentality, attitude and norms, as well as perceived 

mistreatment by a tax department, effectiveness of sanctions and appeals to 

conscience, beliefs, motives, enforcement techniques and social impact. In their 

review of the US context, Jackson and Milliron (1986) listed 14 key variables: age, 

sex, education, income level, income source, occupation, peer influence, ethics, 

fairness, complexity, IRS contact tax authority, probability of detection, sanctions 

and tax rates. This list was categorised by Fischer, Wartick and Mark (1992, 4) into 

four broad groups: 1) demographic (age, sex), 2) avoidance opportunity (education, 

income level, income source and occupation), 3) attitudinal (ethics, fairness, peer 

influence) and 4) structural (complexity, IRS contact, sanctions, detection probability 

and tax rates). Fischer, Wartick and Mark (1992) built an expanded taxpayer 

compliance model that incorporated these four groups and the relationships among 

them, which are shown below (Figure 2.1). They model taxpayer compliance as 

influenced by non-compliance opportunities, attitudinal factors and structural factors 

(economic deterrents), which influence each other to form a dynamic relationship 

influencing taxpayer compliance behaviour. 

Figure 2.1: Expanded Model of Taxpayer Compliance 

 

Source: Fischer, Wartick and Mark (1992, 4). 

A number of further studies have been based on the Fischer, Wartick and Mark 

(1992) model, including Andreoni, Erard and Feinstein (1998), Houston and Tran 

(2001) and Richardson (2006). Chau and Leung (1990) proposed a modified model 
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in which culture is incorporated in the form of social norms and ethical values that 

also have an impact on the attitude and perceptions of taxpayers. Mohdali (2013) 

and Torgler (2007) both incorporated religion as having an impact on taxpayer 

attitude towards complying with tax obligation—a variable that the Jackson and 

Milliron (1986) list and the modified Fischer, Wartick and Mark (1992) model did not 

explicitly consider. 

There are numerous variables that might affect compliance, and no unanimous 

agreement on these (Devos 2014, 14). It should be noted, however, that Jackson 

and Milliron (1986, 143) recognised other variables besides the 14 on their list, 

including ‘perceived personal control, the cost of compliance, the influence of tax 

preparers, the geographic location and mobility of the taxpayers, and finally the 

manner in which taxpayers frame their compliance decisions’. 

2.3.  Models of Tax Compliance 

To help encourage compliance, it is in the interest of researchers and tax authorities 

to investigate the driving factors causing taxpayers to want or not want to pay their 

tax. The trend of adopting SAS means voluntary compliance is paramount in 

maximising revenue in many countries. Consequently, the need for tax compliance 

studies has accelerated and expanded to different disciplines, including economics, 

accounting, law and social policy (Lamb 2005, 4), as well as psychology (Janne and 

Trivedi 2003; Eriksen and Fallan 1996; Kirchler and Wahl 2010). 

Tax compliance studies are often divided into two main groups: those based on the 

economic deterrence model and those based on the fiscal-psychological model 

(Riahi-Belkaoui 2004, 136; Cuccia 1994, 82). However, studies are sometimes 

further divided into three groups, based on a general deterrence model, a 

psychological model and a fiscal-psychological model (McKerchar and Evans 2009, 

175–9; Mohdali 2013, 19–29; McKerchar 2003, 37–63). While there is conformity in 

the deterrence model, the fiscal-psychological model combines a psychological 

model with interaction between taxpayers and the tax administration, as well as 

institutions related to fiscal policy. In this section, in order to present a deeper 

examination of tax compliance studies, the three-way division of studies is used. 

2.3.1. Economic Deterrence Models 

The work of Becker (1968) on the economics of crime is often cited as the basis of 

the deterrence model of tax compliance (for example, Pope and McKerchar 2011). 

Becker suggested that the threat of punishment was instrumental in reducing illegal 

behaviour, and encompassed a wide range of violations, including traffic violations, 
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vandalism, assault, robbery, murder and tax evasion (Becker 1968, 170–1). His 

ideas were adapted by Allingham and Sandmo (1972) in their theoretical analysis on 

income tax evasion, in which it is conceived that taxpayers’ decisions to evade tax 

are based on their calculation of whether they would be financially better off to do 

so—in the language of economics, they seek to maximise their utility (Alm, Sanchez 

and De Juan 1995; McKerchar and Evans 2009, 175). The variables used to model 

compliance in Allingham and Sandmo (1972) were tax rate, probability of detection 

and penalty. Using these variables, there were three outcomes for taxpayers, based 

on their decision. First, taxpayers pay their tax as required by law, and receive true 

income minus tax. Second, they evade or underreport payable tax, do not get 

audited, and are better off financially. Third, they evade or underreport payable tax, 

are audited and penalised, and end up worse off financially. The model predicts 

decisions based on an assumption of a fully rational taxpayer, who decides whether 

to evade paying tax under tax audit uncertainty. 

This model emphasises deterrence, and hence is focused on tax evasion or non-

compliance. It is often cited as the pioneer work on tax compliance using an 

economic deterrence model (Alm, Jackson and McKee 1992; Li 2010, 108; Torgler 

2007, 64), and has been the base for much further research, including Kolm (1973), 

Christiansen (1980), Spicer and Thomas (1982), Chang, Nichols and Schultz 

(1987), and Scotchmer and Slemrod (1989). At almost the same time, a similar 

model based on economic utility was built by Srinivasan (1972), who argued that the 

level of tax evasion would increase if the taxpayer’s income increased. Yitzhaki 

(1974) suggested that the penalty rate should be imposed on the evaded tax instead 

of on the undeclared tax, a measure considered more realistic than those of 

Allingham and Sandmo and Srinivasan (Devos 2014, 17). Models have been 

developed with additional variables, including social stigma, information uncertainty, 

labour supply and economic choices such as allocation of work time and high 

expense employment (Batrancea et al. 2012, 19–20). The economic deterrence 

model is still in use; for example, Arsal (2007), who incorporated the capacity of 

auditors in Indonesia, and Atawodi and Ojeka (2012), whose research on small and 

medium-sized taxpayer compliance in Tanzania concluded that the tax rate was the 

most instrumental factor in compliance. 

The economic deterrence model has also been subject to criticism. First, in only 

incorporating financial factors and considering taxpayers as ‘fully rational utility 

maximisers’, it was considered too simplistic (Batrancea et al. 2012)—it overlooks 

human behavioural elements, and thus only explains a small fraction of the decision 
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(Graetz, Reinganum and Wilde 1986; Webley 1991; Fischer, Wartick and Mark 

1992). Further, Murphy (2008) and Torgler and Murphy (2004) found that the 

likelihood of being penalised has a small impact on taxpayers’ compliance. Second, 

the model did not capture taxpayer perception of audit probability well—many 

taxpayers overestimated the probability of audit and overpredicted the penalty (Alm, 

McClelland and Schulze 1992; Cuccia 1994). Third, it was argued that it failed to 

explain the true level of compliance behaviour—the economic deterrence factors did 

not suffice to explain taxpayer compliance behaviour; if these factors were the only 

determinants of compliance, the compliance level would be very low (Elffers, Weigel 

and Hessing 1987; Cullis, Jones and Savoia 2012). In reality, compliance data show 

that many people comply despite the low probability of audit and small penalty (Alm 

1991; Alm, Sanchez and De Juan 1995). Fourth, many studies using the deterrence 

variables to explain compliance did not converge to a firm conclusion, with a large 

number of predictions showing different results (Batrancea et al. 2012). For 

example, Mohdali (2013) suggested that the tax audit probability results in different 

impacts depending on the type of taxpayer. Fifth, deterrence-based measures might 

backfire in the long term, as the relationship between the tax authority and taxpayers 

deteriorates, as argued by Murphy (2008) in her analysis comparing deterrent 

measures and accommodative measures. Sixth, Murphy (2008) also argued that a 

deterrence system is costly to sustain, so nurturing trust in taxpayers is a preferable 

way to encourage compliance. 

Alm (1991) explored the economic deterrence model in the United States using 

experiments, and concluded that economic variables did influence taxpayers’ 

reporting decisions. However, he suggested that factors beyond this maximum utility 

model needed to be incorporated to better explain taxpayer decisions, including 

public goods provided by the government as a result of the tax paid and social 

norms around compliance, that is, beliefs around whether others comply and how 

the taxpayer is treated by the tax authority relative to other taxpayers (Alm 1991, 

591). Further, using laboratory experiments, Alm, Jackson, and McKee (1992) and 

Alm, Bahl and Murray (1993) examined the responses of individuals with regard to 

compliance. The results demonstrated that a more complete set of variables needed 

to be incorporated to explain tax compliance behaviour more comprehensively. 

Slemrod (2007, 45) suggested a need to consider individual moral values. 

Along with these criticisms, there has been a growing number of studies conducted 

to improve explanations of tax compliance that depart from the economic deterrent 

model, including the emergence of the psychological model, which focuses on 
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behavioural factors. One substantial difference between the two models is that while 

the deterrent model focuses on why people evade tax and how to deal with this, the 

psychological-behavioural model concentrates more on why people pay tax, and 

hence how to induce people to be more willing to comply—sometimes termed a 

‘carrot for compliance’ approach rather than a ‘stick for non-compliance’ (Slemrod 

1992, 7). 

The fiscal-psychological model further incorporates taxpayer relationships within the 

tax system, including with the government, tax authority and other parties, such as 

tax advisers. Pope and McKerchar (2011, 591) noted four factors that influence a 

taxpayer’s decision to comply: perceived chance to evasion, role of tax advisers, 

level of trust in administration and the government and the formation of attitudes. 

The next sections describe in detail the psychological models, beginning with an 

introduction to the socio-psychological model and later the fiscal-psychological 

model. 

2.3.2. Socio-Psychological Models 

Socio-psychological study refers to the systemic study of behaviour and ‘how we 

respond to others and they to us, and in general how we are affected by social 

situations’ (Sears et al. 1988, 2). Allport (1985, 3) suggested that social psychology 

is ‘an attempt to understand and explain how the thought, feeling, and behaviour of 

individuals are influenced by the actual, imagined, or implied presence of others’. 

Socio-psychology focuses on individuals as humans, who have sets of traits, beliefs 

and attitudes, as well as perceptions derived from interactions with other humans or 

the community. In the tax compliance context, the socio-psychological model differs 

from the deterrent model in that it believes ‘individuals are not simply independent, 

selfish and utility maximisers but they also interact with other human beings 

according to differing attitudes, beliefs, norms and roles’ (James and Alley 2002, 

33). Instead of making decisions independently based on the calculation of 

economic loss and benefit, it is believed that individuals make decisions based on a 

unique intention as a human, which stems both from inside individuals and from the 

influence of others surrounding them (Ashby, Webley and Haslam 2009, 217). 

The key element of social norms (or social control, as norms control or influence 

behaviour in the community) is conformity—‘the processes through which an 

individual accepts (or complies with) the group view’ (Martin and Hewstone 2003, 

348). Sears et al. (1988, 358–9) suggested that an individual is inclined to conform 

for two reasons. First, informational influence, where actions taken by other people 
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provide helpful information that can be copied by the individual to receive desirable 

results. Second, normative influence, where the individual seeks approval from 

others in order to be accepted and treated well. Similarly, Elster (2007, 354) argued 

that social norms provide warnings to violators, in two forms, ‘either direct 

punishment or by the loss of opportunity caused by social ostracism’. 

Bobek, Roberts and Sweeney (2007, 61) showed that there were differences across 

countries that influence tax compliance intentions. They also believed that the social 

norms of people considered important to the individuals had the greatest impact on 

intentions. This idea was supported by Alm and McKee (2004), who further believed 

that social norms had a determining role in tax compliance. 

There are several widely recognised socio-psychological approaches in relation to 

tax compliance, including compositional modelling (which includes the theory of 

reasoned action and perceived behaviour), attribution theory, prospect theory and 

equity theory (McKerchar and Evans 2009; Mohdali 2013). Each of these is briefly 

explained below. 

The theory of reasoned action (TRA) emphasises that the main driving factor of an 

action or behaviour is intention. Azjen and Fishbein (1980, 6–8) used the term 

‘reasoned action’ as they believe that an individual taking action has awareness of 

the action, including its implications. They believe that intention is determined by two 

factors: individual attitude and social norms. For individual attitude, the more positive 

an individual’s attitude towards an action, the more likely he or she is to do it. Social 

norms refer to the individual’s perception of the view of other people important to the 

individual (referents) regarding the action—if the individual perceives that the 

referents agree with the action, they are more likely to perform the action. 

TRA was later expanded to the theory of perceived behaviour (TPB), which also 

includes consideration of the individual’s perception of whether he or she can 

perform an action or not (Ajzen 1991, 184). Crucially, the perception of whether the 

action can be performed is distinct from whether the action can be performed by the 

individual. Fishbein and Ajzen (2010, 21) add another factor, actual control, defined 

as ‘the relevant skills and abilities as well as barriers to, or facilitators of behavioural 

performance’. Therefore, besides intention, which is determined by individual 

attitude and social norm, perceived control and self-efficacy play important roles in 

behaviour. This notion is instrumental in tax authority policy and measures to 

encourage tax compliance or deter tax evasion. 
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Several previous studies use TRA and TPB approaches in tax compliance research. 

Langham, Paulsen and Hartel (2012) use the TPB approach to investigate the 

compliance of 234 business taxpayers in Australia. They proposed three additional 

variables—taxpayer identity, perception of cooperation by tax office and the 

awareness of the law. While the first two factors (taxpayer identity and perception by 

the tax office) are considered to have a direct influence on intention, awareness of 

the law has a direct impact on behaviour, and hence compliance. They suggested 

that social norms also have an influence on the decision, something that the tax 

authority and government need to be aware of in promoting taxpayer compliance. 

In ‘attribution theory’, the focus is on the causal relation between the relevant 

factors. Kelley (1973) encompassed two elements: self-perception and social 

perception, where self-perception concerns an individual’s perception of himself 

(herself), including the individual’s own ability, feelings and attractiveness. 

Attribution theory considers whether an action is the result of an individual’s traits or 

a response to the surrounding social environment (Kelley 1973, 107). An Australian 

example of this model in tax compliance is that of Wenzel (2005), who investigated 

1,036 respondents through a panel analysis survey on tax ethics—personal belief 

about compliance and non-compliance—social norms and tax compliance. His 

findings suggest that not only do ethics and social norms influence compliance, but 

compliance influences tax ethics and social norms—‘with greater compliance 

leading to more ethical beliefs and more ethical beliefs leading to more compliance’ 

(Wenzel 2005, 505). 

Prospect theory is concerned with individuals’ decisions on assessing exposing risks 

when the action involves potential gains or losses (Kahneman and Tversky 1979). In 

the tax compliance context, Smith and Kinsey (1987) conducted a study that 

predicted the taxpayers who expect gains are inclined to comply with tax rules, while 

those who expect loss are inclined to evasion. Conversely, inequity theory involves 

a comparison between perceived individual contributions (inputs) and rewards 

(outputs), as well as a comparison of other parties’ inputs and outputs (Thibaut, 

Friedland and Walker 1974). Inputs take a wide range of forms, such as time, 

commitment and hard work, while outputs include monetary rewards (salary), 

acknowledgement and reputation, as well as benefits in the form of public goods or 

services (in the context of taxpayers and the government). Spicer and Becker (1980) 

conducted an experiment of 57 students at the University of Colorado and found that 

those who considered an inequity in the imposition of tax rate were inclined to 

engage in tax evasion. It is also suggested that those who perceive an inequity 
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attempt to adjust their contributions to a level commensurate with perceived 

rewards. In the tax compliance context, tax evasion may occur as an adjustment to 

a perceived lack of benefits from the government (Spicer and Becker 1980, 172). 

Additionally, Alm et al. (2012) found that benefits in the form of tax credits given 

after retirement to taxpayers induced tax filing, implying that the prospect of 

receiving benefits would encourage compliance. 

McKerchar and Evans (2009) and Mohdali (2013) class prospect theory and inequity 

theory as social-psychological models. In this thesis, however, prospect theory is 

considered comparable to the maximum utility model (see Section 2.3.1), in that it 

involves assessing economic costs and benefits to make decisions in relation to tax 

obligations. Conversely, inequity theory also involves elements of the tax system, 

such as the tax rate and benefits received from the government; consequently, it is 

considered somewhat fiscal-psychological. The notion of ‘inequity’ is discussed 

further in the next section on fiscal-psychological models, as ‘fairness’. 

2.3.3. Fiscal-Psychological Models 

Fiscal-psychological models integrate the deterrence and socio-psychological 

models (Hasseldine and Bebbington 1991, 304; Pope and McKerchar 2011, 588; 

McKerchar and Evans 2009, 177), as neither of these models was able to fully 

explain the decisions of taxpayers with regard to compliance. It builds on another 

stream of research that acknowledges the role of the government, the tax authority 

and the tax system in taxpayers’ compliance behaviour. The dynamic interaction of 

the tax authority and the taxpayer has been found to influence taxpayer behaviour—

in the fiscal-psychological model, the more positive the attitude taxpayers have 

towards tax, the more compliant they are likely to be with regard to their tax 

obligations (Schmolder 1970, cited in McKerchar and Evans 2009, 177; Slemrod 

1992, 7). 

Taxpayers’ attitude is influenced by various fiscal factors. The tax rate, audit, and 

fines, for example, are considered determinants of the tax climate (Alm, Kirchler and 

Muehlbacher 2012, 136), while the rigidity of assessment also influences the 

compliance level (Strumpel 1969). However, it is acknowledged that impacts vary 

depending on the type of taxpayer and situation (Alm, Kirchler and Muehlbacher 

2012, 143). Although these factors are the same as those in the deterrence model, 

the channel to behaviour is different. In the deterrence model, the focus is on the 

economic loss or benefit—whether an individual will be financially better or worse 

off. In the fiscal-psychological model, conversely, the focus is on the attitude of 
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taxpayers affected by such elements. McKerchar and Evans (2009, 177) note that 

‘tax mentality, feelings of tax tension, and tax morale’ are the dominant elements 

that shape taxpayer attitude. Correspondingly, Devos (2014, 14) considers that 

deterrence, fairness and tax morale have the predominant role and greatest impact 

on taxpayer compliance and behaviour. According to this model, attempts to 

encourage positive attitude are important in efforts to improve compliance. 

In slippery slope framework as suggested by Kirchler, Hoelzl and Wahl (2008), 

taxpayers respond to the prevalent enforcement and tax climate, which lies between 

two ends, an ‘antagonistic climate’ and a ‘synergistic climate’ (Kirchler, Hoelzl and 

Wahl 2008, 211). In an antagonistic climate, the relationship between the tax 

authority and taxpayers is that of ‘cops and robbers’ (Kirchler, Hoelzl and Wahl 

2008, 212) —the tax authority views taxpayers as needing to be monitored, based 

on the perception that they will always try to escape from their obligations; taxpayers 

feel oppressed by the tax authority because of this treatment and reflected as their 

‘motivational pasture’ towards tax authority (Braithwaite 2003, 34). Conversely, in a 

synergistic climate, the tax authority is perceived as caring and as providing a 

service to the community, and the relationship between the tax authority and 

taxpayers is one of ‘service and client’ (Kirchler, Hoelzl and Wahl 2008, 211). 

Based on this idea, Kirchler, Hoelzl and Wahl (2008) built a framework that includes 

three variables: power of authorities, taxpayer trust in authorities and the dynamic 

interaction between the tax authority and taxpayers. While power of authorities 

refers to the perception of taxpayers about the ability of the tax authority to enforce 

the law, trust in authorities refers to the perception of the community about whether 

the tax authority is working for the public benefit. They suggest that two continuums 

of power and trust produce either enforced compliance or voluntary compliance, and 

that the level of compliance is determined by a combination of these factors. The 

ideal position is high levels of both power of authorities and trust in authorities, 

which results in a low level of evasion and a high level of voluntary compliance. 

They acknowledge that this ideal stance is in reality unattainable, so there is a 

dynamic interaction between the tax authority and taxpayers based on the 

perception of power and trust. An example of dynamic interaction is the case where 

a decrease in trust occurs, potentially causing a decrease of perceived power, 

resulting in an inclination to non-compliance. Once perceived power and trust fall 

beyond a certain level, compliance will drop considerably (Prinz, Muehlbacher and 

Kirchler 2014, 21; Kirchler, Hoelzl and Wahl 2008, 211–4). 
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Equity (or more broadly, fairness) is another factor linked to tax compliance (Mason 

and Calvin 1984). Fairness in the tax context refers to perceptions of treatment in 

the tax system by authorities, the latter including the tax authority and the 

government, both directly towards the taxpayer and in comparison with other 

taxpayers (Kirchler, Kogler and Muehlbacher 2014, 88). The perception of equal 

treatment (or fairness) has a positive relationship with tax compliance (Spicer and 

Becker 1980; Schweitzer and Gibson 2008; Slemrod 2007); that is, the more 

taxpayers perceive the tax system is fair to them and in comparison with others, the 

more inclined they are to comply with tax rules. Fairness in the tax context also 

includes the ‘output’ that taxpayers receive in return for the taxes they pay or ‘input’, 

such as public goods and services. When the output is perceived to be less than the 

input, tax is perceived as unfair. Webley (2004) and Bazart and Bonein (2012) refer 

to the relationship between authorities and taxpayers as a ‘vertical relationship’, 

whereas the relationship among taxpayers is a ‘horizontal relationship’. They argue 

that taxpayers will retaliate if they deem the government is unfair, or if they believe 

other taxpayers evade (Bazart and Bonein 2012, 2; Webley 2004, 104–5).  

Another variable affecting tax compliance in fiscal psychology is tax knowledge. 

Eriksen and Fallan (1996, 399) suggested that tax knowledge is important in 

improving tax attitude and the perception of fairness of the tax system. However, 

studies involving tax knowledge and tax compliance have found differing results. 

Loo and Ho (2005) showed that knowledge of tax-related matters is vital for 

taxpayers to comply in the SAS in Malaysia (Loo and Ho 2005). Knowledge on the 

uses and benefits of tax is also believed to increase the level of commitment—

education about social responsibility encourages a positive tax attitude (Kirchler, 

Hoelzl and Wahl 2008, 216). However, Wärneryd and Walerud (1982, 209) found 

from telephone interview data of 426 male adults in Sweden that tax knowledge 

seemed to have negative effect on tax compliance, that the higher knowledge of the 

taxpayers was a statistically significant predictor of tax planning. 

Attitude to tax is also associated with the provision of public goods and services—

taxpayers expect to have the vote and to receive benefits from the tax they pay. If 

public goods and services are provided, compliance will increase (Kirchler 2007, 

38). Alm, Jackson and McKee (1992, 111) conducted an experiment with 15 

university students that involved the estimation of public goods’ impact on tax 

compliance; however, the relationship between provision of public goods and 

compliance was small, revealing a tendency for ‘free riders’, who benefit from the 

goods but do not contribute. These results cannot be considered conclusive, 
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because of limitations in the experimental design including the small number of 

participants and the involvement of non-tax-paying participants. Further, Alm, 

Jackson and McKee (1993, 287–8) found that taxpayers tend to be more willing to 

pay tax if they perceive they can participate in the decision on how and where the 

taxes will be spent, especially on widely supported programmes. This relationship 

between the taxpayer and the government providing goods and services is 

frequently dubbed the ‘social contract’, and frames the voluntary compliance of 

individuals in their tax obligations (Bird, Martinez-Vazque and Torgler 2008; Feld 

and Frey 2002, 2007). 

2.4.  Tax Morale 

From the literature on tax compliance (Section 2.3), there is broad 

acknowledgement that taxpayer compliance is affected by non-economic variables, 

ignored in the maximum utility (economic) model. When tax compliance is 

considered a moral issue, taxpayers tend to comply ‘regardless of the tax situation’ 

(Reckers, Sanders and Roark 1994, 833). Tax morale is one element discussed in 

the fiscal-psychological research believed to have an impact on taxpayers’ attitude 

towards tax, and consequently tax compliance (Devos 2014; Torgler 2007). 

The term ‘tax morale’ can be traced back more than 50 years (Kirchler 2007, 99). 

When discussing tax morale, the discussion focuses more on ‘why people pay tax’ 

than on ‘why taxpayers evade tax’, frequently addressed by the deterrence or other 

criminal-based models (Pope and McKerchar 2011, 589; Alm and Torgler 2011, 

637). In brief, there are attitudinal or ‘non-rational’ aspects that influence people to 

comply, now known as ‘tax morale’. 

2.4.1. Tax Morale Definitions 

The term taxpayer morale was used in 1944 when Lasser wrote about a tax debate 

in the United States (Lasser 1944, 62). Later, Kirchler (2007, 99) stated that the term 

tax morale was coined by Schmölders in 1960, who defined the term as the ‘attitude 

of a group or the whole population of taxpayers regarding the question of 

accomplishment or neglect of their tax duties; it is anchored in citizens’ tax mentality 

and in their consciousness to be citizens, which is the base of their inner acceptance 

of tax duties and acknowledgment of the sovereignty of the state’. The terms ‘tax 

ethics’ or ‘tax mentality’ are sometimes also used (Torgler and Murphy 2004; Morelo 

and Pujol 2012, 151). A commonly accepted definition is ‘intrinsic motivation to pay 

tax’ (Pope and Mohdali 2010, 568), while Braithwaite and Ahmed (2005, 524) prefer 

‘internalised willingness to pay tax’. For Tekeli (2011, 8), tax morale is about an 
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individual’s ‘willingness to pay tax’. In addition, Torgler and Murphy refer to tax 

morale as the ‘moral principles or values held by individuals about paying their 

taxes’ (Torgler and Murphy 2004, 301; Pope and Mohdali 2010, 568). 

In a more complete characterisation, Kornhauser states that tax morale is ‘a 

collective name for all non-rational factors and motivations—such as social norms, 

personal values and various cognitive process—that strongly affect individual’s 

voluntary compliance with laws’ (Kornhauser 2007, 602–3). In a broader sense, 

Luttmer and Singhal (2014, 151) define tax morale as ‘non-pecuniary motivations for 

tax compliance as well as factors that fall outside the standard, expected utility 

framework’, emphasising the difference between tax morale and utility in the 

economic sense, although they acknowledge that elements of loss and benefits may 

subsist—compliance induced by a high level of tax morale can influence taxpayer’s 

reputation, and eventually benefit them economically (Luttmer and Singhal 2014, 

151). 

Besides personal value, tax morale is also related to citizens’ duty (Orviska and 

Hudson 2003), while Frey and Torgler (2007) associate it with the ‘belief in 

contributing to society by paying taxes’. Mohdali (2013, 31–2) argues that 

‘commitment to the responsibilities of citizenship and respect for the law’, as argued 

by Graetz and Wilde (1985, 358), may be the most suitable definition to explain tax 

morale. Torgler and Murphy (2004) linked tax morale to tax ethics, as defined by 

Song and Yarbrough (1978), as ‘the norms of behaviour governing citizens as 

taxpayers in their relationship with government’. 

Pope and McKerchar (2011) point out that tax morale is relevant where enforcement 

is not present—tax morale is most evident when taxpayers are not forced to comply. 

This is supported by the OECD (2013, 1) in their definition of tax morale—

‘(taxpayers) motivation to pay their taxes—other than their legal obligation to do so’. 

Tax morale is obscured once legal consequences are enforced—tax compliance 

may be high despite a low level of tax morale in situations where the tax authority is 

able to exercise power in preventing tax fraud (María-Dolores, Alarcón and Garre 

2010, 858). 

From the various definitions above, we gain an understanding that tax morale 

relates to the attitude inside individuals that motivates them to pay tax—it is 

unrelated to economic or financial drive, but to the values and moral principles held 

by the person. It is also closely connected to the relationship with authorities, 

including the government and tax administrator, as well as the understanding that 
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tax collections contribute to society. This stands in contrast to the economic 

deterrent model, where self-interest and the direct effects on finances drives the 

decision to evade or not. 

To clarify and summarise, tax morale is: 

• an attitude driven from inside the taxpayer 

• related to the values embraced by the taxpayer 

• not caused by economic or pecuniary factors 

• driven by awareness about public interest rather than self-interest 

• voluntary, that is, not caused by enforcement. 

It should be noted that the above features may not be fully independent of economic 

and enforcement factors, which may have an underlying influence not directly 

related to the level of tax morale. For example, the inclination to comply may be 

driven by the expectation of a better personal and business network, which leads to 

higher business profits and development. Enforcement by the tax authority might 

lead to a deterioration of taxpayer reputation, and hence business prospects. The 

difference between the two is that, when discussing tax morale, attitude is central, 

despite material economic rewards. It is important to tightly demarcate tax morale, to 

allow for clear and focused studies on tax morale and compliance, especially as 

economic factors may still be included in tax morale studies. It is frequently 

acknowledged that the term tax morale is often treated as a ‘black box’, without 

precise knowledge of its contents (Kornhauser 2007; McKerchar, Bloomquist and 

Pope 2013). 

2.4.2. Tax Morale’s Influence on Tax Compliance 

It is important to acknowledge at the onset of tax morale discussions that, despite 

the myriad literature, to date, there is no consensus about the exact or concrete 

determinants of tax morale (Kornhauser 2007, 603; McKerchar and Evans 2009, 

178). Tax morale as a concept is often not clearly defined, and there are various 

measurements and explanations as to how it works (Kirchler 2007, 100), leading to 

it being described as a ‘puzzle’ (McKerchar, Bloomquist and Pope 2013; Kornhauser 

2007). 

Pope and McKerchar (2011, 596) list factors they regard as the key influences on 

tax morale based on previous literature, which includes individual attitude, family 

and friends, religious beliefs, society, government policies, policies on taxation 

(including rates) and the overall tax system. Tax morale is believed to be influenced 

by attitudinal factors such as norms (which incorporate culture) and tax knowledge 
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or the use of a professional adviser, which is affected by taxpayer risk preferences. 

Pope and McKerchar (2011, 598) note that the tax system incorporates notions of 

democracy and citizenship. Torgler (2007) states that there are three key factors to 

understanding tax morale: moral rules and sentiments, fairness, and the relationship 

between taxpayers and the government. He studied tax morale in a wide range of 

countries, such as Switzerland, the United States, Spain, Belgium, Canada, as well 

as other Asian and Latin America countries, and found that socio-demographic and 

socio-economic factors including age, gender, education, marital status, 

employment, economic situation and religiosity shape tax morale. He added that 

trust in government, the legal system, the president and public officials, as well as 

national pride, influence tax morale (Torgler 2007, 30–50). Similarly, Daude, 

Gutiérrez and Melguizo (2012, 12–3), who focus on tax morale in developing 

countries, break down the list into various factors, including demographic factors 

such as age and gender, religious identity, self-perceived economic situation, 

education and employment status. They believe tax morale is affected by political 

aspects, such as trust in the government and democracy, the goods and services 

provided by the government and trust in the legal system and perception of 

corruption—the greater the trust in the legal system, the lower is perceived 

government corruption, and the greater the willingness to pay tax. This is also found 

by Rosid, Evans and Tran-Nam (2016, 28), who found that perceptions of corruption 

influence taxpayers to ‘intentionally underreport their income tax’. 

From a fiscal-psychological view, the tax system and administration play an 

important role in the perceived chance of evasion and the final decision to comply. 

In this context, literature shows that employed individuals (whose income is taxed at 

the source) have higher tax morale than the self-employed, who calculate and pay 

their share for themselves (Wärneryd and Walerud 1982, 208). Blanthorne and 

Kaplan (2008, 698–9) suggested that those who have the opportunity to evade are 

influenced by ethical beliefs, and this affected compliance. This idea is also 

supported by Blaufus et al. 2015, 93) who showed that individuals who had a better 

chance to evade considered that evasion was less ethical. 

In this context, the tax system is not just an external factor in compliance, but also 

affects willingness to pay tax. Compliance costs, for instance, include psychological 

costs that may influence tax morale. Many tax authorities in developing countries 

impose a single income tax rate or other incentives to maximise tax revenue from 

‘hard-to-tax’ taxpayers, such as small and medium businesses (Shome 2004; Pope 

2008). A less complex tax system may be perceived as less burdensome, thus 
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increasing willingness to meet tax obligations. Pope and Abdul-Jabbar (2008, 16) do 

not find any statistical evidence of a relationship between compliance and 

compliance costs in small and medium enterprises; however, they suggest that 

further study is needed because of the limited scope of their research. 

The focal point of this study is the tax morale of individual taxpayers in Indonesia. 

While acknowledging that there are other elements regarded as relevant to tax 

morale, for example, national pride (Torgler 2007), this study focuses on the factors 

related to the Indonesian context as a developing country, based on previous 

literature including Torgler (2007), Daude, Gutiérrez and Melguizo (2012), and 

Devos (2014). Determinants to be analysed are demographic (age, gender, marital 

status, education, religion); socio-economic (employment status [employed or self-

employed] and type [private sector employee, public sector employee, state-owned 

enterprise employee, retiree] and financial situation); level of interaction with the tax 

system; sentiment; fairness or equity; trust in the government; trust in the tax 

authority; perception of the legal system; attitude to democracy; perception of public 

goods; and attitude to punishment. The following sections discuss each in more 

detail. 

2.4.3. Tax Morale Determinants 

2.4.3.1. Demographic: Age, Gender, Education, Religion and Marital 
Status 

Studies on the relationship between age and tax morale show that age has an 

impact on willingness to pay taxes. Devos’ (2005) study involving 306 tertiary 

students showed that gender, age, education/qualifications and occupation 

influenced attitude to tax evasion. Torgler (2007) used the WVS data to show that 

older age groups have a higher level of tax morale in some European countries, 

including Switzerland, Germany, Spain, Belgium and the United Kingdom. When 

compared to respondents aged 16–29 years, respondents from the 30–49 years, 

50–64 years and 65 years and older groups had higher tax morale (Torgler 2007, 

32–3). Further, even stronger relationships between age and tax morale were found 

in Latin America countries using both WVS and Latinobarómetro (Torgler 2007, 34). 

It is also suggested that there is a difference in tax compliance according to gender, 

although so far results are not conclusive. For example, Chung and Trivedi used an 

experimental setting to show that females tend to report higher incomes than their 

male counterparts, thus indicating females are more compliant in ‘friendly 

persuasion treatment’ (Chung and Trivedi 2003, 139). Niesobedzka (2014, 46) 



31 

found that, for Poland, males are more inclined to evade tax than females. Torgler 

and Valev (2010, 555, 563) found that women tend to disapprove of corruption and 

tax evasion more than their male counterparts; however, they indicate that different 

constraints and opportunities may contribute to these differences. Kastlunger et al. 

(2010, 543) evaluated several prior studies that resulted in mixed results. Their 

study, which differentiates between gender, which refers to ‘cultural influence, social 

categorisation, and identity’, and sex, which refers to a biological state, results in a 

suggestion that the difference between males and females in tax compliance is 

better explained by ‘socialization, self-image, and femininity–masculinity traits’, not 

by biological differences (Kastlunger et al. 2010, 549). Torgler (2004b, 246–60) did 

not find a statistically significant difference between female and male 

correspondents’ compliance in Asian countries including Japan, South Korea, 

Taiwan, China, Philippines and India. In summary, there is not yet conclusive 

evidence of whether sex/gender affects tax compliance. 

As regards education, Webley (2004) believes that individuals with more knowledge 

on tax have more positive attitudes towards tax, and social norms that deter them 

from audit and sanctions. More educated people tend to have better knowledge on 

fiscal policy; however, it is also argued that they tend to have better knowledge on 

how to avoid tax so the eventual results are inconclusive (Torgler and Schneider 

2005, 13). 

Torgler’s (2007) study on religiosity in relation to tax morale showed that religious 

people tend to exhibit higher tax morale. The study covered 40 communities across 

various countries, with religiosity assessed through several measures, including 

church attendance, religious education, activities in church groups, importance of 

religion, religious guidance and trust in the church. Torgler (2007, 124–41) found 

that religiosity is positively related to willingness to pay tax, indicating that those who 

report and are observed to show religious values have higher tax morale. However, 

this finding is not conclusive or free from criticism. For example, Pope and Mohdali 

(2010, 582), in a study focusing on religiosity and tax compliance, point out that 

besides the sensitivity of the issue, it is difficult to measure religiosity, especially 

across religions where values are different. Further, Mohdali (2013, 160), in a study 

on religiosity and tax compliance in Malaysia, found results that differ from many 

previous studies conducted in the United States and European countries. 

This current study of tax morale in Indonesia does not examine this relationship, as 

there are different major religions embraced in Indonesia that carry different 

teachings and values, including Islam, Protestant Christianity, Catholicism, 
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Buddhism, Hinduism and Kong Hu Cu. Instead, this study only examines the 

presence of difference in tax morale among respondents from the embraced 

religions. This is expected to shed light on this issue in the Indonesian case, and 

provide a platform for further research. 

Lastly, marital status is argued to have an impact on legal behaviour and risk 

perception (Torgler and Schneider 2005, 13) 

2.4.3.2. Socio-economic: Employment Status, Employment Type, Financial 
Condition and Tax Interaction 

In tax compliance studies, it is mostly recognised that employed individuals have 

higher willingness to pay tax than their self-employed counterparts. This difference 

is due to several factors, for example, lower compliance costs (Lewis 1982) and the 

‘out-of-pocket’ factor, as paying from one’s own pocket is regarded as more of a loss 

than tax withheld at the income source (Kirchler 2007, 153). Greater opportunity for 

the self-employed to practise non-compliance is also a factor (Wärneryd and 

Walerud 1982, 208). Torgler (2004b, 245–6) showed that, in several Asian 

countries, the self-employed have tax morale—they take advantage of the 

opportunity to evade and to participate in the shadow economy. Further, Ahmed and 

Braithwaite (2005), in a study of 2,040 randomly selected Australians, suggested 

that there are differences between the two in terms of businesses practices and tax 

morale. They found that small business owners are harder working and more 

competitive, and that they tend to oppose the idea of tax benefits in redistributive 

programmes. 

In his several studies, Torgler (2007) found that financial situation influences tax 

morale, and those who are better off financially are more willing to pay tax. For both 

Europe and Latin America, financial satisfaction has a positive relationship with both 

tax morale and tax compliance (Torgler 2007, 38–40). 

2.4.3.3. Interaction with Tax (Tax Knowledge) 

Interaction with tax hypothetically has an influence on tax morale, as the more 

frequent the interaction is, the more the understanding of tax builds. Individuals with 

more tax knowledge derived from positive interactions have more positive attitudes 

towards tax. This positive attitude, in turn, affects their willingness to pay tax 

(Webley 2004). Consistent with this, Lewis (1982, 59) found that lack of knowledge 

is related to negative attitudes to tax, which might be improved by greater 

knowledge. 
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Further, an empirical study by Eriksen and Fallan (1996) showed that tax knowledge 

has an influence on tax perception. Two groups of students were surveyed on their 

knowledge and attitudes towards tax—better understanding of tax led to the 

perception of greater fairness of the tax system, and an improved knowledge 

changed the perception of their own and other’s tax evasion, with a test conducted 

after tax classes showing that evasion was perceived as more serious (Eriksen and 

Fallan 1996, 398). 

2.4.3.4. Sentiment 

The view of individuals towards tax accumulates from experience and knowledge. 

Kornhauser (2007, 610) cites an example where the historical and political context in 

the United States meant that, at that point in time, being anti-tax was viewed as 

patriotic, and states that ‘the manner in which acts, stimuli, or situations are 

presented—or framed—can affect a person’s reaction to it’ (Kornhauser 2007, 607). 

Consequently, it is suggested that if paying taxes were viewed as a gain instead of a 

loss, there would be greater willingness to comply (Kornhauser 2007, 609). 

Carroll (1995, 48–9) suggests that individuals may have different views on tax 

depending on the analogies used to describe tax, which may take the form of 

‘compliance with the law’, ‘payment for services’ or ‘giving to the common good’. 

Compliance from those who view tax in terms of legality depends on whether they 

consider the law fair, or avoid the penalty as a result of non-compliance. Conversely, 

those who see tax in terms of ‘payment for services’ will try to avoid their obligation if 

they perceive the delivered services as unsatisfactory. 

In the Indonesian case, tax has frequently been framed in terms of a legacy of 

colonialism and a tribute for rulers, and this view persists for many (Burton 2014, 

173). This historical background as context affects taxpayers’ sentiment and 

compliance, as taxes are perceived as a forced obligation that benefit rulers and not 

the public. However, over the long course of tax implementation across different 

periods of Indonesia’s history (discussed further in Chapter 3), sentiment may be 

changing to a more positive conceptualisation of tax. Therefore, Indonesia’s 

historical context justifies the investigation of sentiment as one of the main 

determinants of tax morale. 

2.4.3.5. Fairness 

Fairness, as briefly introduced in Section 2.3.3, is multidimensional in nature 

(Gerbing 1988), with vigorous debate about dimensions in the literature. With regard 

to taxation, Christensen and Weihrich (1996) suggest five areas of fairness: 
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exchange with the government, tax rate structure, fairness of special provisions, 

overall fairness and personal fairness. Richardson (2005) suggests general fairness, 

exchange with the government, fairness of special provisions, tax rate structure and 

self-interest (Richardson 2005), while Tan and Chin-Fatt (2000) include personal 

fairness, tax rate fairness and income level fairness. 

Reithel, Baltes and Buddhavarapu (2007) divide the dimensions of fairness into two 

types: distributive and procedural. Distributive fairness refers to the ends or rewards, 

such as punishments and compensation (Reithel, Baltes and Buddhavarapu 2007, 

62), while procedural fairness refers to the process or means (Alexander and 

Ruderman 1987, 178). In the tax compliance context, fairness refers to the resource 

allocation, comprising horizontal equity, vertical equity and exchange equity (Wenzel 

2002, 632). Horizontal equity means that taxpayers in the same situation have equal 

tax obligations, while vertical equity means that taxpayers in different financial 

situations have different tax obligations, with the financially better off taxpayers 

paying more. Exchange equity refers to the return taxpayers receive from the tax 

paid, such as public goods and service provision to taxpayers and the community 

(Farrar 2011, 7–8). As previously described in Section 2.3.3, fairness is instrumental 

to tax compliance that the more taxpayers perceive the tax system is fair to them 

and in comparison with others, the more inclined they are to comply with tax rules.  

2.4.3.6. Trust in the Government  

Trust in the government is believed to influence tax morale—if taxpayers trust the 

government, they are more willing to pay taxes (Torgler 2003, 35; Torgler et al. 

2008, 336). In studies conducted in an extensive range of countries including 

European countries (Belgium, Poland, Spain and Switzerland), transitional countries 

(Russia, Estonia, Latvia, Lithuania, Belarus and Bulgaria) and Asian countries (for 

example, India), Torgler 2003, 44–7) showed that trust in the government has a 

positive relationship with tax morale. Alm, Martinez-Vazque and Torgler (2006, 846) 

argued that when taxpayers trust the government and public officials, they tend to 

be more honest in paying their taxes and see the relationship as a form of 

exchange. Cummings et al. (2009, 457), in a study in Botswana and South Africa, 

found that tax morale improved tax compliance, and in particular, the quality of 

governance influenced tax compliance positively. Governance was judged good if it 

comprised a fair tax system, a functional government that provided public goods and 

a non-corrupt political system (Cummings et al. 2009, 448). Leonardo (2011) 

suggested that willingness to pay tax may be increased if the government accords 

impartial and unbiased treatment to all taxpayers (Leonardo 2011, 134–5), and that 
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extending trust to taxpayers would encourage taxpayers’ trust in the government 

(Leonardo 2011, 135).  

Another study by Lago-Peñas and Lago-Peñas (2010) using the second wave of 

European Social Survey data (2004–05) also emphasizes the important role of trust 

and confidence in tax compliance. Citizens who distrust political institutions are likely 

to evade paying tax, whereas trust in politicians is positively related to tax morale 

(Lago-Peñas and Lago-Peñas 2010, 446, 451). Cummings et al. (2009) compared 

South Africans and Botswana and found that the attitude towards the government 

has an impact on tax morale; in Botswana, respondents scored higher in their level 

of tax morale and had greater trust in their government. Comparably, studies of tax 

morale in countries in Asia and Latin America suggest that trust in the government, 

legal system and parliament, as well as support for democracy, improve tax morale 

(Torgler 2004b, 2005b). A similar tendency is found in European countries using the 

WVS (Torgler and Schneider 2007). 

2.4.3.7. Trust in the Tax Authority 

The relationship between taxpayers and the government is also believed to 

influence willingness to pay tax. One important factor in this regard is reciprocity, 

which Torgler (2007, 74) divides into positive reciprocity and negative reciprocity. 

Positive reciprocity refers to the returns individuals expect for compliance. It is 

related to the ‘tax contract’, which is argued to be based on trust that encourages 

better tax morale (Torgler 2005a). Trust in public officials encourages positive 

attitudes, taxpayer honesty and greater compliance (Torgler 2003, 129; Torgler et al. 

2008); thus, the government should engage in positive actions to generate trust 

among taxpayers. However, such policies may have different impacts depending on 

the type of taxpayer, with those inclined to evade encouraged to greater evasion. A 

study in Switzerland suggests that taxpayers are more compliant in filing their 

revenue and property declarations when they have trust in the government—to an 

even greater extent than economists predicted (Kucher and Götte 1998, 442). 

The relationship between taxpayers and tax authority also has a determining 

influence. Feld and Frey (2002, 97) suggest that tax morale is not a value that 

instinctively exists in a person, but is subject to the interactions with ‘tax authorities, 

on the legal framework, and on the constitutional environment’. They believe that 

trust between taxpayers and tax authorities, or what they call the ‘psychological 

contract’, must be built and preserved in order for taxpayers to be compliant with 

existing rules. If tax authorities control taxpayers in a negative way, willingness to 
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comply and tax morale will decline (Feld and Frey 2003, 3). Tax authorities, they 

argue, need to conduct positive actions towards taxpayers to maintain trust; 

however, they also concede a need to take negative action in cases where 

taxpayers breach the psychological contract in order to sustain a healthy 

relationship (Feld and Frey 2002, 95). In their investigation on the relationship 

between 26 Swiss cantons and taxpayers, they found that a psychological contract 

and respectful treatment exist, based on trust but accompanied by deterrence 

actions to maintain the relationship (Feld and Frey 2002, 97). They suggest that 

‘friendly treatment’ has a more powerful influence than the ‘authoritarian procedure’ 

on tax evasion in cantons where referendums are conducted, and the latter 

approach is counterproductive in communities where direct democracy takes place 

(Feld and Frey 2003, 14). If tax authorities give taxpayers trust, respect and the 

opportunity to have a voice, tax morale might improve (Niesiobedzka 2014, 44). 

2.4.3.8. Perception of the Legal System 

Torgler (2007) includes the legal system as one of the institutional factors that 

determine tax morale (besides the government and tax administration)—a well-

functioning legal system accompanied by positive actions by the institutions will be 

rewarded by higher taxpayer tax morale (Torgler 2007, 35). Trust in a country’s legal 

system creates cooperation and a psychological contract between the state and 

taxpayers (Torgler 2003). An empirical study by Torgler and Schneider (2009, 239) 

on the relationship between the shadow economy, tax morale and institutional 

quality finds a statistically significant relationship between institutional quality and 

tax morale. Further, Torgler (2003, 134), using the WVS and Taxpayer Opinion 

Survey, shows that trust in the legal system has a ‘highly significant effect on tax 

morale’. Perception of the legal system was measured via the question, ‘Could you 

tell me how much confidence you have in the legal system: is it a great deal of 

confidence, quite a lot of confidence, not very much confidence or none at all?’ This 

evidence of the importance of legal system perception to tax morale justifies the 

examination of the perception of Indonesian taxpayers of the existing legal system, 

and its relationship with tax morale. 

2.4.3.9. Democracy 

Democracy is also believed to have an impact on tax morale. Pommerehne and 

Weck-Hannemann (1996, 168) conducted a study on household income in 25 

cantons in Switzerland to show that political control has a negative correlation with 

tax evasion—in cantons where the degree of political control was high, non-reported 
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income was lower, other variables held constant. Probability of detection and 

penalty did not have any influence on income-reporting behaviour; thus, they argued 

that the standard economic model should be expanded to include institutional 

factors (Pommerehne and Weck-Hannemann 1996, 168). Direct democracy allows 

citizens to debate and influence tax law, which in turn provides information to 

taxpayers. Their preferences are taken into consideration, as democracy gives 

taxpayers a ‘weapon against representatives if they act against their preferences’ 

(Torgler 2002, 51). D'Arcy (2011, 14), in a study on tax morale in African countries, 

reveals that satisfaction with democracy improves willingness to pay tax by 3.6%. 

Torgler, in Asian countries (2004b) and Latin America (2005b), found a similar 

positive relationship. In a study using the WVS data from 55 countries across 

Europe, Asia, Africa, Oceania, North America and Latin America, there was a 

consistent finding that respondents who favour democracy tend to have positive 

attitudes towards paying tax (Daude, Gutiérrez and Melguizo 2012, 20–1). 

2.4.3.10. Public Goods 

One of the primary reasons governments impose tax is to provide public goods. 

Public goods as defined by Samuelson and Nordhaus are ‘commodities which can 

be enjoyed by everyone and from which no one can be excluded’ (Samuelson and 

Nordhaus 2005, 37), or often refer to having ‘non-rivalry’ and ‘non-excludability’ 

characteristics. Non-rivalry means that the consumption of the commodity by 

someone does not diminish the possibility of other people to consume it, while non-

excludability means that people cannot be excluded from consuming it even though 

they do not pay for it (Stiglitz 2000, 128). Tax imposed consequently is considered 

as ‘price’ in order to pay for the public goods, except its difference from price is that 

tax is compulsory not voluntary (Samuelson and Nordhaus 2005, 38). While tax 

causes distortions to economic activity, the economy cannot function without public 

goods (Weil 2009, 351). Provision of well-functioning public goods and services is 

highly related to taxpayers’ willingness to pay taxes. 

Alm, McClelland and Schulze (1992, 36) found that people pay tax not only because 

of deterrence, but also because ‘they value public goods that their tax finance’, and 

that an increase in the return on tax collections would increase compliance, even if 

‘there is no chance of detection and punishment’. Torgler (2003, 137) found that 

taxpayers tend to comply with the set rules when the services they receive from the 

government are perceived as comparable to the taxes they pay. An experimental 

study by Guth, Levati and Sausgruber (2005, 171) shows that compliance is 

affected by taxpayer perceptions of the outcomes they receive in return, and 
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perceptions of others’ contribution: the less the perceived contribution from others, 

the more likely they are to evade paying taxes. In this context, the more taxpayers 

benefit from their taxes, the higher their tax morale (Guth, Levati and Sausgruber 

2005, 172). From the perspective of the structure of government, taxpayers tend to 

be more willing to pay taxes in a decentralised structure (Guth, Levati and 

Sausgruber 2005, 185). This accords with the assumption that a decentralised 

government is more able to exclusively provide benefits to the contributing society in 

the form of public goods. 

In an experiment on games involving public and private goods in the Netherlands, 

Keser and van Winden (2000, 32) found that contributions declined sharply at the 

end of the game, exhibiting willingness to cooperate depends on participants’ view 

of prospective interaction—participants who perceived that their contribution to 

public goods and to other members was not beneficial anymore stopped contributing 

(Keser and van Winden 2000, 31). In addition, participants in groups comprising 

members who knew each other (the partners group) tended to contribute more than 

those who were in a group who did not know each other (the strangers group), and 

people tended to respond as they were treated—‘cooperation with cooperation and 

defection with defection’ (Keser and van Winden 2000, 33). Hypothetically, 

taxpayers are more inclined to contribute if their taxes are transformed into good 

quality public goods. 

Morelo and Pujol (2012, 158) suggest that positive information about the provision of 

public goods is important in increasing tax morale because of misperceptions 

among taxpayers, and that in cases where public goods provision is deservedly 

perceived as bad, the only way to improve tax morale is to provide better quality 

public goods. 

The current study incorporates an investigation of public goods provision in 

Indonesia as a developing country. Results are analysed to investigate whether 

perceptions of public good provision affect taxpayers’ willingness to pay tax. 

2.4.3.11. Attitude to Punishment 

Attitude to punishment is included in this research as it is considered one of the 

drivers of tax compliance in the socio-psychological model (Section 2.3.2). 

Punishment in this context includes the probability of audit and penalty; however, it 

is not measured in the sense of the economic utility model, but rather in how it forms 

taxpayers’ attitudes to paying taxes. In general, punishment is considered to deter 

evasion, especially probability of audit (Fischer, Wartick and Mark 1992, 32). A field 
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experiment by Schwartz and Orleans (1967, 299–300) on taxpayers in the 

United States suggested that while the threat of punishment can increase 

compliance, ‘appeals to conscience works better than threat of sanctions’; 

nevertheless, they suggest that ‘the threat of sanction can deter people from 

violating the law, perhaps in important part by inducing a moralistic attitude 

towards compliance’. This finding justifies the inclusion of the taxpayers’ attitude 

towards punishment among the tax morale determinants in this research. 

2.4.4. Challenges in Tax Morale Studies 

2.4.4.1. Measurements 

In addition to the ‘black box’ challenge and the undefined operationalisation of tax 

morale in compliance (see Section 2.4.1), another challenge in tax morale studies is 

the measurement of tax morale. The WVS is one of the most frequently used 

sources of survey data for tax morale studies (Li 2010; Torgler 2004b, 2007; Daude, 

Gutiérrez and Melguizo 2012; Alm and Torgler 2006; Tekeli 2011). Tax morale is 

addressed by assessing the attitude of the respondents towards cheating on tax if 

there were a chance with one question.5 Some studies used the relationship to tax 

laws or moral appeal (Devos 2014, 29). Devos (2014) used interviews to gauge tax 

morale (tax morals, in this study) of Australian taxpayers. Another cross-country 

survey conducted in Latin America countries, Latinobarómetro, asks respondents 

about taxpayers not reporting all their income in order to pay less tax. This survey 

covers 18 countries in the region representing more than 600 million people, to 

explore the development of democracy, economy, and societies, ‘using indicators of 

opinion, attitudes, behaviour and values’.  (Latinobarómetro 2017). A similar 

question is asked to respondents of the International Social Survey Programme, 

which covers 30 countries in Europe (Torgler 2007). Cummings et al. (2005, 13) 

uses a question from Afrobarometer, a survey conducted in Africa covering 

democracy, governance, economic conditions, and other issues on whether 

respondents have engaged in avoiding paying taxes. This survey currently covers 

35 countries in Africa and now has conducted the sixth round in 2015 since it started 

in 2000 (Afrobarometer 2017).   

Inconsistencies in defining and measuring tax morale pose challenges; 

nevertheless, tax morale studies have managed to develop using definitions such as 

‘intrinsic motivation’ and ‘willingness to pay tax’ stemming from inside the taxpayer. 

It is important to note; however, that more conformity in the definition and 

                                                           
5  See Section 1.6.2 for the question asked in the WVS measuring tax morale. 
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measurement of tax morale is required to improve research of tax morale and tax 

compliance. 

2.4.4.2. Methods Used in Surveys of Tax Morale 

One of the advantages of the WVS is that it covers many countries. Moreover, it has 

been conducted regularly in intervals, with first wave in 1990, followed by surveys in 

1995, 2000 and 2005 and the latest wave in 2010–12 (WVS 2013), enabling the 

investigation of changes of view on topics in a country or cross-country over time. 

However, because of its wide scope, this survey does not delve deep into the 

explanation of taxpayer attitudes. In addition, as highlighted by Pope and Mohdali 

(2010, 580) from the work of Silver and Dowley (2000), the survey tends to treat 

cultures as ‘homogenous’, while in fact they are different among regions in a 

country. Therefore, it is important to differentiate groups of taxpayers, for example, 

cultural groups or business sectors, to better investigate tax morale. 

Devos (2008, 2012) conducted studies using surveys and interviews of individual 

taxpayers in Australia. McKerchar, Bloomquist and Pope (2013, 18) explored tax 

morale from 1,101 audit cases of sole-proprietor taxpayers in the United States 

using tax return data. They acknowledge that it is difficult to measure tax morale 

because of the limited information on its determinants in the tax returns; however, 

one benefit is that opposed to previous tax morale and compliance studies, they 

involve taxpayers and utilise data in actual tax returns. The WVS, in contrast, may 

involve non-taxpayers in providing data; however, it can provide a rich, wide range 

of data including demographic factors, which are valuable in tax morale studies. 

Previous research studies utilising different methods have provided a wide array of 

findings in understanding tax morale and tax compliance. The utilisation of improved 

methods or a combination of several methods is expected to offer more confidence 

in explaining the tax morale of individual taxpayers. This justifies the examination of 

tax morale via a mixed method combining survey and interviews in this research. 

2.4.5. Tax Morale Studies in Indonesia 

Although the Indonesian DGT has considered the importance of public perception in 

its performance (Rizal 2011) and is now changing its paradigm to one of serving 

taxpayers (Pandiangan 2008), there is no clear evidence that tax morale has been 

taken into account in efforts to increase taxpayers’ compliance. To the author’s best 

knowledge, there has been no use of the term ‘tax morale’ in its policy documents. 

To date, there have been few research studies on tax morale in Indonesia, with 

most conducted by academics. Current available researches on tax morale in 
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Indonesia, most produced in Indonesian language, are presented in Table 2.1. Tax 

morale studies have only been conducted in Indonesia in recent years, with the first 

research published in 2010. 

Table 2.1: Studies in Indonesia Related to Tax Morale 

No Author Year Title 

1 Widodo, Widi, Deddy Djefris and 

Eka Wardhani 

2010 Book: Morality, Culture and Tax 

Compliance* 

2 Hidayat, Widi and Argo Adhi 

Nugroho 

2010 Empirical Study of Theory of Planned 

Behaviour and the Effect of Moral 

Obligation on Tax Non-compliance 

Behaviour of Individual Taxpayers* 

3 Cahyonowati, Nur 2011 Morale Model and Tax Compliance: 

Individual Taxpayers* 

4 Priantara, Diaz and Bambang 

Supriyadi 

2011 Factors Affecting Small and Micro 

Enterprises to Register as Registered 

Individual Taxpayer* 

5 Siahaan, Fadjar OP 2012 The Influence of Tax Fairness and 

Communication on Voluntary Compliance: 

Trust as an Intervening Variable 

Note: * in Indonesian language. 

Widodo, Djefris and Wardhani (2010, 248) studied tax morale and culture in relation 

to tax compliance (the dependent variable) of 600 registered individual taxpayers 

registered in five tax offices in different cities in Indonesia. Their survey found that 

tax morale had a significant impact on tax compliance, while demographic variables 

have the strongest influence on tax morale (Widodo, Djefris and Wardhani 2010, 

11). Further, their study also suggested that culture played a more important role in 

tax compliance than tax morale. Besides demographic factors, they investigated tax 

morale determinants such as national pride, participation level, trust level, local 

government autonomy, economic situation, tax system and deterrent variables. Tax 

regulations, relationship between taxpayers and tax officers and national culture 

were considered factors in the culture variable (Widodo, Djefris and Wardhani 2010, 

16). Despite being comprehensive, the study could be improved with additional 

measures, such as the triangulation (qualitative) method to attain more robust 

results. 



42 

One limitation of the other tax morale studies in Indonesia is the limited number of 

samples—Supriyadi and Priantara (2011), for example, involved only 126 returned 

questionnaires from tradesmen in Jakarta. Such small numbers limits inference to 

the general population of individual taxpayers. Hidayat and Nugroho (2010) 

investigated individual taxpayers based on the theory of planned behaviour and 

found that the social environment affects taxpayers’ compliance. However, the 

number of respondents was limited to 155, randomly selected from registered 

individual taxpayers at one tax office. Cahyonowati (2011) studied tax morale and 

compliance with a bigger sample of 232 registered individual taxpayers; however, all 

respondents were from one city, Semarang. Her research demonstrated that tax 

morale in individual taxpayers did not develop from intrinsic factors; instead, their 

willingness emerged from fear of external factors (fine and penalties). 

The previous studies in Indonesia have begun developing useful insights into tax 

morale and compliance in developing countries. However, such studies still leave 

gaps in tax morale studies by employing a limited dimension of analysis and small 

numbers of samples intended to infer to larger, heterogeneous population of the 

individual taxpayers. These limitation add to challenge posed to tax morale study in 

the measurement of tax morale as described in Section 2.4.4.1. In this regard, this 

research is designed to fill such gaps, both in literature and tax compliance policy, 

by the following reasons. First, it employs a triangulation technique in form of mixed 

methodology design using quantitative and qualitative approaches in order to obtain 

more solid and valid findings about tax morale in Indonesia. Second, the research 

employs survey which covered large and heterogeneous population of individual 

taxpayers from three different cities, which represented diverse background of 

samples in terms of regions and cultures; which is considered more representative 

to Indonesia. Third, contrary to previous studies which used only one question to 

measure the level of tax morale, this research uses a number of statements, tested 

by statistical analysis in order to be able to capture more accurately the 

respondents’ level of tax morale. In addition, the interviews employed in this 

research used a triangulation technique by including individual taxpayers, tax 

managers, as well as tax consultants in order to obtain comprehensive and more 

valid findings. Therefore, with such design and measures, this research is expected 

to be able contribute to tax morale with more robust and valid explanation about tax 

morale in Indonesian context, and be able to offer appropriate policy 

recommendation to tax authorities based on such valid explanation. 
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2.5.  Chapter Summary 

This chapter presents a literature review of studies on tax morale and tax 

compliance. Tax compliance is the ultimate objective of a tax authority in its task to 

collect revenue, with tax morale one of the contributing factors. Tax compliance 

studies cover a wide range of factors, including economic, social and psychological 

factors, as well as the fiscal-psychological factors that involve the government and 

tax authority and their relationship with taxpayers. Tax morale falls into the socio-

psychological and fiscal-psychological models, which tend to ask ‘why people pay 

tax’, rather than ‘why people evade tax’, as frequently addressed by economic 

deterrence models. 

Studies on tax morale have been conducted for decades in many countries around 

the world. Nevertheless, substantial work is required to provide an exact definition of 

tax morale, its determinants, how to measure it, and how it operates to affect 

taxpayer behaviour, leaving ample room for further research. Moreover, detailed 

studies on tax morale have focused on developed country tax administration, while 

studies in developing countries have been conducted in aggregate using general 

survey data such as the WVS, Afrobarometer and Latinobarómetro.6 This situation 

justifies a need for a deeper study of tax morale to be conducted in Indonesian 

context where individual tax compliance is arguably low as presented in Section 1.5.  

The use of mixed methodology using a number of statements in this research rather 

than only one question such in the aforementioned surveys, combined with 

interviews, is expected to contribute more to the literature in this area with an in-

depth research about tax morale. 

                                                           
6  See Section 2.4.4.1 for explanation about the surveys 
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  CHAPTER 3
TAXATION IN INDONESIA 

3.1.  Introduction 

This chapter presents the Indonesian taxation system in order to provide context 

and background for the topic being researched. The historical development of the 

taxation system in Indonesia is presented, in particular, in order to link the aspects 

that may have contributed to the public perception of tax and taxpayers’ willingness 

to pay tax. It also provides context for data analysis especially in the qualitative 

approach, where participants express their opinion regarding tax in Indonesia and 

the tax system. The chapter then continues to present several reforms which have 

taken place in the Indonesian tax administration. The importance of tax in the 

Indonesian fiscal position, especially in the last five years is highlighted. It then 

presents the current structure of the tax system in Indonesia and the DGT, an 

institution in charge of the administration and collection of central taxes. The chapter 

concludes with a summary of obligations that individual taxpayers must observe in 

accordance with existing laws and regulations. It also highlights some differences 

between employed individual taxpayers and business owners in their administrative 

obligations. 

3.2.  History of Taxation in Indonesia 

3.2.1. Traditional Kingdoms Era 

Taxation is believed to have existed in the place now Indonesia (Indonesia became 

an independent, united country in 1945) since traditional kingdoms inhabited the 

archipelago prior to the 16th century. It is believed that different forms of collection 

regarded as similar to taxes were imposed in ancient kingdoms on various 

commodities such as lands, livestock, crops and rice harvests. These taxes were 

most likely collected on sufferance, and used by the rulers for their own ends, 

without any benefit for the people (Burton 2014, 173–4; Widodo, Djefris and 

Wardhani 2010, 99). Pohan (2014, 13) and Siahaan (2010, 29) take a different view, 

suggesting that tax was considered an offering to kings, given freely by their 

subjects, as kings were believed to be the manifestation of power. The use of 

offerings gradually changed, so as to benefit not just rulers, but the public as well, 

funding security and the construction of dams, roads and irrigation schemes (Burton 

2014, 173; Pohan 2014, 13).  
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The oldest indication of tax imposition in the region is an inscription, estimated to be 

built in 1301, found in a village in Java, a main island in Indonesia, which suggests a 

‘tax holiday’ was granted by the king at the time (Nurmantu 2005, 9). 

3.2.2. Colonial Era 

The practice of tax collection changed in the colonial era, when the colonials took 

over power from the traditional kingdoms. The Netherlands, through Vereenidge 

Oost Indische Compagnie (Dutch East India Company in English) monopolised 

trade with kingdoms across the region, and later expanded their power to politics, 

exercising power as a semi-government representing the Netherlands (Breman 

2010, 91). This exercise of power was regarded as a dictatorship (Vickers 2005, 14), 

and included administrative power (Oemar et al. 1994, 114) and the imposition of 

taxes on people’s properties and harvests (Pohan 2014, 14). 

However, it was during the short British occupation of 1811–16 that a widely 

recognised milestone in Indonesian tax administration history took place. In 1813, 

Thomas Stanford Raffles, the British Government’s Lieutenant Governor of Java, 

introduced the imposition of ‘landrent’. Arguably, it was from the enactment of this 

landrent that the modern term for tax in Indonesian, ‘pajak’, was derived (Siahaan 

2010, 31). 

Although the word implies ‘rent’, landrent was considered an income tax, with the 

objective of estimating the annual harvest of farmers (Samudra 2015, 6). Landrent 

was in place for more than a century—only in 1951, six years after Indonesia gained 

independence, was it replaced with Income Tax 1951 (Samudra 2015, 8). 

The enforcement of tax in the colonisation era is said to be the ‘most bitter 

experience’, as it supported the colonialists not only economically, but politically 

(Pohan 2014, 15). During 1830–71, a law to force labour to produce crops essential 

to the Netherlands economy, named Culturestelseel (Cultivation System), was 

enacted, under which people were required to plant and produce the required 

commodities, such as coffee and indigo, and sell them to the Netherlands 

government for trade, at prices determined by the colonial government (Oemar et al. 

1994; Ricklefs 1993). 

Two forms of tax were enforced in the implementation of this policy: harvests/yields 

and labour (Oemar et al. 1994, 115). Those who did not have any land were 

required to contribute their labour to a government-owned estate for 75 days a year. 

However, in practice, villagers were forced to use resources mostly for crops that 

were suitable for European markets—rice and other staple crops were 
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underprovided and the price soared (Ricklefs 1993, 159–60). Collection was made 

worse because of the oppression of the local rulers—who were under control of the 

colonialists—and rife corruption from both the local and Dutch officials (Ricklefs 

1993, 157). 

Carey (2007, 759) suggests that the policies the Netherlands enforced during this 

time in Java ‘may have been the saving of the Dutch state, but they spelt disaster for 

the Javanese’, including famine, starvation, disease epidemics and extreme poverty, 

as local people were forced to cultivate crops not for their own use, but with their 

resources (Ricklefs 1993, 160). Oemar et al. (1994, 117) claimed that because of 

the famine, Grobogan, one of the municipalities in Java, lost around 90% of its 

population in the two years between 1849 and 1850, with the population dropping 

from 89,500 to only 9,000. Demak, another municipality, lost around 64%, with the 

population dropping from 36,000 to 12,000. In total, the number of people to die 

from starvation because of this policy in Middle Java only is claimed to amount to 

around 543,000 people. In addition, there were more than 100 rebellions in Java 

during the years 1830–1908, mostly farmers, because of resistance to these policies 

(Pohan 2014, 15). 

The policy was abolished around 1870, mostly because of protests and ethical 

issues surrounding the system, as well as a change of political view in the 

Netherlands (Brown 2003, 88). However, the period, argued as one of the gloomiest 

in Indonesian history, may have influence on people’s views of oppression and 

exploitation, which include the perception of tax policies. 

3.2.3. Post-Independence to the First Modern Tax Reform (1984) 

From the beginning of the 1900s to the year of independence and the introduction of 

Income Tax 1951, several changes in the tax rules were enacted by the colonial 

government. Among others, as noted by Pohan (2014, 16–8), these included 

Income Tax Law 1920, Corporate Tax Ordinance 1925, Income Tax Ordinance 

1932, Wage Tax 1935 and Income Tax 1944 Law (a revision of Income Tax 

Ordinance 1932). Even after independence in 1945, Indonesia used these laws and 

ordinances regulating tax imposed by the colonial government—hundreds of 

decrees were issued, with the last in 1970 (Uppal 2000, 3). In 1950, a sales tax was 

introduced on the delivery of goods and services, including imports. 

Tax regulations during this time were considered unclear and confusing, with 

insufficient definitions and even contradictions in a complicated system producing 

uncertainties (Uppal 2000, 3; Pohan 2014, 24). There were also different rates of 
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income taxes, from 10% to 50%, for different groups. Uppal (2000, 4) suggested 

that, during the application of this taxation system, the buoyancy and flexibility of 

income tax was very low and failed to affect income distribution. In fiscal year 1977–

78, the individual income tax revenue was very small, 3% of the total, while indirect 

taxes accounted for 76% of non-oil tax revenue (Heij 2001, 234). The Income Tax 

Ordinance 1925 was still in effect, with some amendments, until 1970. As regards 

sales tax, there was also confusion and uncertainty, combined with multiple taxes 

and a disproportional burden of goods imposed with the sales tax (Uppal 2000, 33).  

3.2.4. First Tax Reform 

In 1983, around four decades after Independence Day in 1945, the old tax system 

was overhauled. Three new laws were issued in 1983 to replace the previous ones: 

General Provision and Tax Procedure Law, Income Tax Law and VAT and Sales on 

Luxury Goods Law. The laws took effect from the beginning of 1984 and are still in 

effect today, albeit having been amended three times. The enactment of these tax 

laws marked a shift from the official assessment system to the SAS, which is still in 

force in the central government tax system. Widely cited reasons for the changing of 

the system and the issuance of the new tax laws were to replace the outdated, 

confusing previous laws and decrees with simplified ones, improve economic 

efficiency and income distribution and reduce the dependency of the government on 

foreign aid and natural resources (Alsah 1992, 29). 

One of the objectives of the reform was simplification. This was reflected in the 

issuance of the Income Tax, which replaced both the Individual Income Tax Law 

and Corporate Income Tax Law, and the issuance of the VAT, which replaced the 

old Sales Tax Laws. The new taxes were considered simpler and more powerful in 

generating revenue, and able to ‘reduce cascading effects of the sales tax, to 

improve resource allocations, curb evasion of taxes through non-reporting or 

underreporting manufacture output, to promote exports by leaving zero tax rate on 

exports and most importantly, to raise additional tax revenues for financing mounting 

government expenditure’ (Uppal 2000, 36). Two years later, in 1985, a new property 

tax law (Land and Building Tax) replaced the federal wealth tax and state property 

tax (Alsah 1992, 33). 

The new laws provided clearer definitions on deductions and exemptions to promote 

certainty for taxpayers as well as tax officials in their rights and obligations. VAT was 

set to a single rate of 10%, including on goods imported, and 0% on exported goods 
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to promote export activities; while sales tax on luxury goods ranged from 10% to 

20%. 

The new tax laws were designed based on five principles. First, trust in taxpayers to 

fulfil their tax obligations, including tasks such as computing, paying and filing. 

Second, togetherness, which required all members of society to be responsible and 

actively participate in financing the nation. Third, justice in taxpayers’ rights and 

obligations before the tax laws—an improvement from the previous official 

assessment system where the tax authority assessed and determined taxpayers’ 

obligations. Fourth, legal certainty, and more regulation certainty, including timelines 

in taxpayers’ and the tax authority’s completion of obligations. Fifth, equity—that the 

national financial burden should be carried by all responsible parties; in this case, 

taxpayers. In accordance with the equity principle, taxpayers should be registered 

and compliant in fulfilling their tax obligations (Pohan, 2014, 26–7). 

The new tax laws aimed to achieve five objectives. First, encouraging independence 

in national financing by using all aspects of national capability. Second, 

simplification of tax rules and administration, including tax types, rates and methods 

of payment. Third, constructing a fair and just tax system in order to encourage 

more taxpayers. Fourth, improving the tax apparatus, including the organisation, 

procedures, discipline and ethics. Fifth, promoting equity in the tax burden, to both 

encourage taxpayers to fulfil their obligations and close existing loopholes exploited 

by non-compliant taxpayers (Pohan 2014, 25–6). 

3.2.5. Amendments 1994–97 

In terms of revenue, the 1983 tax reform made a solid contribution to the aim of 

establishing independence from natural resource revenues, especially oil. During 

the decade 1973–83, as much as 67.50% of government tax revenue was 

generated by the oil tax, reaching a peak in 1981, at 73.47% of total tax revenue 

(Alsah 1992, 30). Gradually, dependence on the oil tax was reduced, such that in 

the decade 1991–2000, the contribution of natural resources to the government 

revenue dropped to an average of 28.07% while tax revenues contribution averaged 

63.53% (Bank Indonesia 2016). 

A decade after the promulgation of the laws, amendments were conducted. The 

changes were designed predominantly to cope with national and global 

developments, especially with the demands of tax as the dominant source of the 

government revenue and its function as a fiscal tool. There were several changes, 

including tax facilities for certain sectors and certain regions in Indonesia, on income 
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tax rates and the return of provisions on interest for late payments. There was also 

an introduction of an incarceration sentence for tax officials on disclosing taxpayers’ 

tax information. In addition, the income and VAT tax bases were broadened, such 

that taxable goods included natural resources, except those taken directly from the 

source, as well as intangible goods (Bawazier and Kadir 2009). 

Subsequent to the 1994 tax laws amendments, further reform was conducted in 

1997—this was still considered part of the ‘1994 reform’, as it held the same 

paradigms, principles and objectives (Bawazier and Kadir 2009, 174). Four new 

laws were enacted, comprising the Tax Dispute Settlement Body Law, Local 

Government Tax and Retribution Law, Tax Collection with Coerce Warrant Law and 

Fee on Land and Building Transfer Law. The enactment of these laws were aimed 

at improving tax administration and presenting more certainty to taxpayers and the 

tax authority. 

3.2.6. Tax Administration Reform 2002 

Ikhsan, Trialdi and Syahrial (2005, 1031) noted that, after the reform of the 1980s, 

the Indonesian tax system had developed several positive aspects—it was now 

based on an income and value added system, progressiveness had been 

addressed, dependence on oil and natural gas had been reduced, the share of 

international tax had been limited, income and consumption taxes were balanced 

and equity issues had been addressed. On this assessment, most the objectives of 

the 1983 reform as suggested in Section 3.2.4 had been addressed. The World 

Bank also acknowledged that Indonesia had a sound tax system; however, they 

were critical of the weak tax administration, which suffered poor enforcement and 

collection as well as rampant corruption (World Bank 2005, 70). Thus, in 2002, 

another major milestone in tax reform, commonly dubbed ‘modernisation’, was 

implemented. 

The 2002 reform saw the DGT switch its operation from a base of tax types to 

functions. Previously, the structure was designed such that a unit at a tax office 

(Kantor Pelayanan Pajak or ‘KPP’) had to monitor a taxpayer based on his/her tax—

taxpayers needed to consult different units to reconcile taxes whenever the taxpayer 

was obligated to pay different taxes. This system was argued to achieve 

accountability in the organisation, control for every tax and enhance the quality of 

service. However, there were limitations—it had high collection and compliance 

costs, and in particular, it allowed the possibility of collusion and corruption 

(McKerchar and Evans 2009, 185). 
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In the 2002 structural change, still in force at present, Monitoring and Consultancy 

sections were introduced to each KPP, to provide counsel and monitor taxpayers, 

regardless of the type of taxpayer—corporations, government treasurers or 

individuals. Counselling and monitoring of taxpayers are conducted by account 

representatives, while auditors are positioned at every level (headquarters, regional 

offices and tax offices) to audit taxpayers on their compliance. 

3.3.  Present Tax System 

By constitution a unitary nation, Indonesia has two different types of tax according to 

the institution in charge. The first is central government tax, which includes taxes 

collected and administered by the DGT, structurally under the Ministry of Finance. 

The second is local government tax, which includes taxes collected by two different 

local government levels: city or municipal governments and provincial governments. 

Local government taxes are stipulated in local regulations (Peraturan Daerah or 

Perda), which are issued by local governments and local parliaments. However, it is 

compulsory that regulations on local taxes be in accordance with the Laws of Local 

Tax and Retribution issued by the central government, and cannot overlap taxes 

imposed at the central level. Revenue generated from these taxes is used in the 

Local Budget and Expenditure, administered by the unit in the relevant local 

government. 

There are currently 34 provinces, 98 cities and 410 municipalities in Indonesia 

(Local Government Autonomy Implementation Supervisory Committee 2016). At 

present, provincial government taxes include motor vehicle tax, motor vehicle 

transfer of ownership tax, motor vehicle petrol tax, surface water tax and cigarette 

tax. City and municipal government taxes comprises of hotel tax, restaurant tax, 

entertainment tax, advertisement tax, road light tax, non-metal and stone mineral 

tax, parking tax, inland water tax, swallow birdnest tax, land and building tax in 

urban and rural areas and transfer of ownership fee for land and buildings (Komara 

2012, 4; Samudra 2015, 53). 

3.4.  Role of Central Taxes in the APBN 

Central taxes, which are the focus of this study’s research on tax morale, are 

administered and collected by the DGT. At present, the DGT is structurally under the 

Ministry of Finance. The revenue generated from central taxes is used in the APBN. 

At present, tax revenues contribute the largest share to the APBN; in the last five 

years, contributing to around 70% of revenues generated by the government (Table 

3.1.). 
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Table 3.1: Government Revenues 2010–14 (billions Rp) 
 

 

Note: SOE is state-owned enterprises; PSI is public service institutions. 

Source: Republic of Indonesia (2016). 

3.5.  Tax Authority 

The DGT is headed by a Director General of Taxes. The DGT’s main task is to 

formulate and implement technical policies in the area of taxation in accordance with 

laws (Minister of Finance 2015, 190). In order to do this, the DGT sets and 

implements tax policies, constructs norms, standards, procedures and criteria to 

provide technical guidance and supervision related to taxation, conducts monitoring, 

evaluation and reporting of taxation, administers the DGT and performs other 

functions as stipulated by the Minister of Finance (Minister of Finance 2015, 189). 

The DGT consists of two major sections: head office and the operational offices. 

The head office is located in Jakarta, the capital city, and houses the Secretariat 

General, 14 directorates and four senior advisers (Minister of Finance 2015, 190). 

The operational offices comprise of 31 regional tax offices throughout Indonesia, 

which include four large regional tax offices, 28 medium tax offices, 299 small tax 

offices, 207 tax services, a Dissemination and Consultation Office and five technical 

implementing units, for a total of 574 operational offices throughout Indonesia (DGT 

2015a, 47). 

The tasks of the regional tax offices are to coordinate, control, analyse and evaluate 

tax offices operations, as well as provide guidance in the implementation of head 

office policies. The large taxpayers regional tax office, Jakarta special regional tax 

office, 29 other regional tax offices are located throughout Indonesia. The tasks of 

the tax office are to deliver tax services, disseminate tax information and monitor 

taxpayers under its jurisdiction. 

2010 2011 2012 2013 2014

I Domestic Revenues 992,248.3      1,205,345.7    1,332,322.9    1,432,058.6    1,633,053.4    99.64
1 Tax Revenues 723,306.6      873,873.9      980,518.1       1,077,306.7    1,246,107.0    73.84

a. Domestic Tax 694,392.1      819,752.4      930,861.8       1,029,850.1    1,189,826.6    70.28
b. International Tax 28,914.5        54,121.5        49,656.3        47,456.6        56,280.4        3.57

2 Non Tax Revenue 268,941.7      331,471.8      351,804.8       354,751.9       386,946.4       25.80
a. Natural Resources 168,825.4      213,823.3      225,844.0       226,406.2       241,114.6       16.40
b. Profit Transfers From SOE 30,096.9        28,184.0        30,798.0        34,025.6        40,000.0        2.49
c. Other Non Tax Revenues 59,428.6        69,360.5        73,458.5        69,671.9        84,968.4        5.45
d. Revenue from PSI 10,590.8        20,104.0        21,704.3        24,648.2        20,863.4        1.47

II Grants 3,023.0         5,253.9          5,786.7          6,832.5          2,325.1          0.36

995,271.3      1,210,599.6    1,338,109.6    1,438,891.1    1,635,378.5    

% Average

Total

Financial Year
No Source
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Tax offices are divided into three categories, based on the taxpayers registered and 

monitored by the tax office. Large tax offices monitor large national corporate 

taxpayers, state-owned enterprises and high-wealth individuals. Medium tax offices 

monitor large corporate taxpayers, foreign investment companies, permanent 

establishments and expatriates and public-listed companies. Small taxpayer offices 

monitor and administer individual and corporate taxpayers under their jurisdiction. 

Under the tax office are the tax service, dissemination and consultation offices, 

tasked with disseminating tax information, consulting and providing other tax 

services, including to remote areas (DGT 2015a, 46). Technical implementing units, 

which include taxation data and document processing centre, taxation data and 

document processing office and the external data processing office, are tasked with 

recording and storing taxpayers’ documents, while an information and complaint 

service office delivers tax information and improves the quality of DGT services 

(DGT 2015a, 47). 

3.6.  Tax Revenue Structure 

The central taxes administered and collected by the DGT are Income Tax, VAT, 

Sales Tax on Luxury Goods, Land and Building Tax for Mining and Estate and 

stamp duty. Income tax on oil and gas is also collected, but this is based on a 

contract between the GOI and the oil contractors conducting oil and gas exploration 

under the Production Sharing Contract scheme (Fabrikant 1973). In the past five 

years, the largest share of tax revenue has been collected from income tax, at 

around 45% of all taxes collected. The second largest category is VAT and sales tax 

on luxury goods, at around 40% (Table 3.2). Contributions from other taxes are 

small, with land and building tax of mining sites and estates contributing only around 

3.62%. 

Table 3.2: 
Tax Revenues 2010–14 (billions Rp) 

 

Note: VAT = value added tax, LG = luxury goods. 

Source: Republic of Indonesia (2016). 

2010 2011 2012 2013 2014

1 All Income Tax 334,779.8      387,918.7      410,577.7       442,999.9       507,719.8       50.01

1 Income Tax 298,172.8      358,026.2      381,608.8       417,695.3       485,976.9       46.39

2 Income tax on oil and gas 58,872.7        73,095.5        83,460.9        88,747.4        83,889.8        9.33

2 VAT and Sales Tax on LG 230,604.9      277,800.1      337,584.6       384,713.5       475,587.2       40.12

3 Land and Building Tax 36,607.0        29,892.5        28,968.9        25,304.6        21,742.9        3.62

4 Other taxes 3,968.8         3,928.2          4,210.9          4,937.1          5,179.6          0.54

628,226.2      742,742.5      835,834.1       921,397.9       1,072,376.4    100.00

No
Financial Year

% Average

Total
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3.7.  Tax Obligations Related to Individual Taxpayers 

This section offers a brief discussion on taxpayers in Indonesia and their obligations 

in relation to the tax administration. In line with the research topic, the focus is on 

individual taxpayers. 

There are two types of taxpayers recognised in the Indonesian tax system: 

individual taxpayers and entity taxpayers. An entity refers to a ‘group of individual 

and/ or capital which constitutes a unity either performing business or not which 

includes limited company, limited partnership, other company, state-owned 

enterprise or local government-owned enterprise in any name, firm, joint venture, 

cooperative, pension fund, association, organisation, foundation, mass organisation, 

socio-politic organisation, other organisations, institutions, any form of bodies 

including collective contract investment and permanent establishment’ (Republic of 

Indonesia 2007, Article 1 Paragraph 3). These taxpayers include those who are 

obligated to pay their own tax and those who withhold other’s tax (tax-withholding 

agents) (Republic of Indonesia 2007, Article 2 Paragraph 2).  

For income tax purposes, there are four income tax subjects: individual, undivided 

heritage, entity and permanent establishment (Republic of Indonesia 2008, Article 2 

Paragraph 1). Resident individual taxpayer refers to individuals who reside in 

Indonesia more than 183 days within a period of 12 months, or reside in Indonesia 

within a financial year and have the intention to reside in Indonesia (Republic of 

Indonesia 2008, Article 2 Paragraph 3 Sub paragraph a.). In the DGT revenue 

records, there are also government treasurers, tasked with withholding taxes 

payable from government institutions, using the fund from the APBN (DGT 2012, 

22). 

For income tax purposes, resident individual taxpayers whose income exceeds the 

non-taxable income threshold within a financial year are obligated to register at a tax 

office and receive an NPWP7, and are thus administratively considered registered 

taxpayers (Republic of Indonesia 2007, Article 2). Those whose income has not 

reached the threshold may also register and receive an NPWP. 

Currently, income tax for entities is set in the Income Tax Law to a single rate of 

25% (Republic of Indonesia 2008, Article 17 Paragraph 2a). It is stipulated that 

entities with sales less than Rp50 billion a year will receive a discount of as much as 

50% off this rate, limited to taxable income applicable to sales up to Rp4.8 billion of 

                                                           
7  NPWP is the abbreviation of ‘Nomor Pokok Wajib Pajak’ or Tax Identification Number. See Section 

1.11.4 



 

54 
 

total sales (Republic of Indonesia 2008, Article 31E). For individuals, progressive 

rates are applicable, ranging from 5% to 30% depending on income (Table 3.3). 

Table 3.3:  
Income Brackets and Individual Income Tax Rates 

 

Income Tax rate 

Up to Rp50 million 5% 

Rp50 million–Rp250 million 15% 

Rp250 million–Rp500 million 25% 

> Rp500 million 30% 

Source: Republic of Indonesia (2009b), Article 17. 

Income tax rates are applied to net taxable income—gross income minus non-

taxable income (PTKP) and ‘zakat’8 or any compulsory religious donation. Income 

tax law sets the PTKP brackets; however, it also stipulates that adjustments may be 

made to PTKP via regulation issued by the Minister of Finance after consulting the 

parliament (Republic of Indonesia 2008, Article 7 Paragraph 3), in order to be more 

flexible in coping with rapidly changing economic situations. The non-taxable income 

brackets are differentiated by the family status of the taxpayer: single or married, 

number of dependants and whether spouse has a non-separated income from the 

individual taxpayer. The last PTKP structure in 2016 is show in Table 3.4. 

Table 3.4 
Non-Taxable Income Threshold per Financial Year 

Rp54 million for an individual taxpayer 

Additional Rp4.5 million for a married taxpayer 

Additional Rp54 million for wife’s income, accumulated with husband’s income 

Additional Rp4.5 million for each eligible dependant, maximum three dependants 

Source: Minister of Finance (2016), Article 1. 

Registered individual taxpayers are obligated to file an annual income tax report for 

the financial year, no later than three months after the financial year ends. 

                                                           
8  ‘Zakat’ is a compulsory donation based on Islamic rules. Only ‘zakat’ paid to government-approved 

foundations is allowed to be deducted from income. 
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Consequently, if the financial year is the same as the calendar year, the due date for 

annual income tax report is 31 March of the following year. The due date for annual 

income tax report for entity taxpayers is four months after the financial year ends—in 

the case that the financial year is the same as the calendar year, the due date is 30 

April of the following year. All incomes must be declared and reconciled in the filed 

annual income tax report, and when there are taxes payable, these must be fully 

paid (Republic of Indonesia 2007, Article 3). 

Taxpayers are provided opportunities to file annual income tax report revisions, 

provided that no audit is currently in the process of being conducted, or has been 

conducted, on the taxes already reported (Republic of Indonesia 2007, Article 8). 

Employed individuals who are registered taxpayers have fewer administrative 

obligations than their business owner counterparts. Employed individuals are only 

obligated to file the annual income tax report, in which they must also report 

incomes generated from other sources, if applicable, and pay any taxes due. 

However, income tax imposed on their earnings is withheld monthly by their 

employer, and it is the obligation of the employer to remit the payment to any of the 

payment posts and report it to the tax office (Republic of Indonesia 2008, Article 22). 

Late filing of the annual income tax report incurs a penalty of Rp100,000 for 

individual taxpayers (around A$10), while the penalty for late filing by entity 

taxpayers is Rp1,000,000 (around A$100) (Republic of Indonesia 2007, Article 7). 

Business owners, conversely, have more administrative responsibilities with regards 

to tax. They are obligated to pay monthly tax and submit periodic tax reports (filed 

monthly). The monthly payments function as instalments, which are later reconciled 

with actual taxes payable for the full financial year. They are also responsible for the 

withholding and remitting of their employees’ income tax (with respect to the salary 

they pay), and for reporting and filing it with the tax office. 

Further, unlike employed individuals, business owners are also obligated to engage 

in bookkeeping for tax purposes (Republic of Indonesia 2007, Article 28). Small 

business owners whose sales do not exceed a threshold (set by the Income Tax 

Law) are relieved from this obligation—at present, individuals whose sales do not 

exceed Rp4.8 billion (approximately A$480,000) in a financial year may opt out of 

bookkeeping; however, their income tax will be calculated using the deemed-profit 

system. Currently, the income tax rate for these small businesses is 1% of their 

monthly sales, paid monthly (President of the Republic of Indonesia 2013). Business 

owners are still required to maintain records of their sales for tax purposes. 
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There are several periodic income tax reports that must be submitted by taxpayers 

to the tax office, depending on their business activities. Periodic income tax reports 

include those in relation to the withholding of employees’ salary income tax, both 

resident and non-resident; income tax on imports; income tax on dividends, interest, 

royalties, grants and prizes, rentals; income generated from the use of assets; 

income from deposits, bonds, shares and the like; and income generated by specific 

businesses such as international airlines, oil and gas drilling, international insurance 

and foreign trading companies. Most of these activities are conducted by entity 

taxpayers; the exceptions are the withholding, paying and reporting of employees’ 

salary income tax and income tax on rentals and the use of assets, which involve 

many individual taxpayers as well (Republic of Indonesia 2008, Article 4). 

In addition, whenever applicable, individuals are levied with the land and building tax 

(Republic of Indonesia 1994) and income tax on land and building transfers 

(President of the Republic of Indonesia 2016). 

There are also individual taxpayer obligations with regards to VAT when they deliver 

taxable goods or services above a certain threshold. In cases where the individual 

taxpayers’ sales in a financial year exceed Rp4.8 billion, they must register as a 

taxable person for VAT purposes (Republic of Indonesia 2009b, 2007). As part of 

every transaction, they must withhold VAT on the taxable goods delivered or 

services rendered using a tax invoice, and to remit the VAT withheld and report it to 

the tax office in a periodic tax report. Small business owners whose sales are equal 

to or less than Rp4.8 billion are excluded from this obligation; however, they may opt 

to be registered as a taxable person for VAT purposes and conduct their business in 

line with the stipulation on VAT regulations. 

VAT and sales tax on luxury goods is operated via a negative list; that is, all goods 

and services are taxable, except those on the exempted list. Examples of goods 

exempted from VAT include mining and drilling products taken directly from their 

sources; basic necessities; food and beverages served in hotels, restaurants, food 

stalls and shops; and money, gold bars and securities. Example of services which 

are not taxable are educational services, social services, religious services, medical 

services, financial services and employment services (Republic of Indonesia 2009b, 

Article 4A Paragraph 3). 

The VAT rate is set at 10%, while a 0% rate is applied on exports of tangible and 

intangible taxable goods and exports of taxable services. This 10% rate can be 
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changed to 5% at the lowest and 15% at the highest, at a single rate, as stipulated 

by government regulation (Republic of Indonesia 2009b, Article 7). 

Sales tax on luxury goods, conversely, is set to range between 10%–200%, based 

on the categorisation of the luxury good, with the export rate still 0% (Republic of 

Indonesia 2009b, Article 8). 

3.8.  Chapter Summary 

This chapter presents the history, system and fundamental obligations of individual 

taxpayers in Indonesia. Indonesia has a long history of taxation—in some form, it 

has been conducted for more than four centuries. As recorded by historians and tax 

researchers, the imposition and enactment of taxes vary across time, starting from 

the feudalistic era when tax was considered an offering to rulers, to the exploitation 

system during the colonial era, to post-independence, when several tax reforms 

have taken place to improve the tax system and administration. This long history, 

passed from generation to generation, may have shaped the current perceptions of 

tax. 

At present, tax is the government’s main revenue source. The purpose of tax has 

changed through time, from the past, when it was used to benefit rulers, many of 

them dictatorships, to the present, where tax benefits the public. Tax has a 

redistributive function, benefiting those in the lower socio-economic levels. This is 

reflected in the structure of tax revenue, where income tax makes a dominant 

contribution to total revenues generated. The continuous and frequent 

improvements, as reflected in the reforms over the past decades in Indonesia, 

demonstrate the willingness to formulate a good and reliable tax system. 
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  CHAPTER 4
RESEARCH DESIGN AND METHODOLOGY 

4.1.  Introduction 

This chapter discusses the research design and methodology in this research. It 

begins with a description of the paradigm relevant to the context of taxation and 

behavioural studies inherent in this research. It then continues with the 

rationalisation for the mixed methodology employed, and a discussion of mixed 

method and triangulation techniques. Quantitative and qualitative measures 

comprising the mixed methodology employed are presented, discussing the survey 

and interviews conducted to obtain the data and how to analyse them in order to 

achieve the research objectives as presented in Chapter 1.  This chapter concludes 

with a description of the data collection strategies, procedures and analysis. 

4.2.  Research Design 

4.2.1. Research Paradigm 

Paradigm or ‘philosophical orientation’ (Tashakkori and Teddlie 1998, 6) is defined 

by Greene and Caracelli (1997, 6) as the ‘interlocking assumptions and stances 

about knowledge, our social world, our ability to know that world, and our reasons 

for knowing it—assumptions that collectively warrant certain methods, certain 

knowledge claims, and certain actions of those claims’. Creswell (2003, 3–6) argues 

that framework in research comprises three main elements: assumptions about the 

knowledge claims, research procedures, and methods. This ‘knowledge claim’ or 

paradigm embodies the assumptions researchers use during their inquiries. 

Paradigms direct the orientation of research inquiries, including the questions, 

knowledge claims, methods and the definition of quality (Greene and Caracelli 1997, 

6). Morgan (2007, 51) adds that paradigm is a ‘shared belief’ in a research field. 

Traditionally, there are two principal streams of research paradigm: ‘positivism’ and 

‘interpretivism’ (McKerchar 2010, 70), with the latter also known as ‘constructivism’ 

and ‘naturalism’ (Tashakkori and Teddlie 1998, 9). Positivism typically constructs the 

inquiries for quantitative methodology studies, while interpretivism directs the 

inquiries for the qualitative methodology (McKerchar 2010, 72). For a succinct 

description of these paradigms and their differences, Table 4.1 presents the 

paradigm characteristics as compiled by Tashakkori and Teddlie (1998) from the 

work of several authors, including Lincoln and Guba (1985), Preissle and LeCompte 

(1984) and Patton (1990), with the addition of the work of McKerchar (2010). 
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Table 4.1: Characteristics of Positivism and Interpretivism 

Feature 
What Positivists 

Believe 
What Interpretivists 

Believe 
Nature of reality (ontology) There is only one 

single reality 
There are multiple, 

constructed realities 
The position of the researcher and 

what is researched (epistemology) 
Independent  Inseparable 

The view of the researcher as to 

what is researched (epistemology) 
Objective Subjective 

Role of values (axiology) Value-free Value-bound 
Generalisation of time and context 

of an inquiry 
Possible Not possible 

Causal linkages between case and 

effects 
Existent Non-existent 

Logic General to particular 

(deductive) 
Particular to general 

(inductive) 

Sources: Adapted from Tashakkori and Teddlie (1998, 7–11); McKerchar (2010, 75). 

A variant of the positivism paradigm, ‘postpositivism’, sometimes called ‘critical 

realism’, has subsequently been developed, with several differences from the main 

philosophy. An area of difference relative to positivism is the challenge against the 

absolute truth of knowledge (Phillips and Burbules 2000). Postpositivists believe that 

no absolute truth can be attained, and recognise that there cannot be any absolute 

claims in studies of human behaviour and actions (Creswell 2003, 7). They also hold 

the idea of ‘probability rather than certainty’, as they believe that humans are not 

capable of knowing everything (Crotty 1998, 40). However, this paradigm still 

advocates that being objective is an essential characteristic of research; 

consequently, research demands examination of bias that may arise in the inquiry 

process, as well as validity and reliability (Creswell 2003, 7–8). 

Another major philosophical orientation to later emerge in between the two 

paradigms is ‘pragmatism’. Pragmatism is similar to postpositivism, but less 

attached to the assumptions made (McKerchar 2010, 79). In this knowledge claim, 

researchers are unrestricted in choosing procedures, and place more attention on 

the goal of achieving the research purpose. Researchers can freely use approaches 

of any kind to understand the problem, and choose what works best (Rossman and 

Wilson 1985; Patton 1990). This stance is supported by McKerchar (2010), who 

argues that a researcher should emphasise the procedures to solve the research 

problem more than the paradigm. She believes that a suitable framework depends 
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on the problem, and therefore, recommends studying the problem from many 

positions (McKerchar 2010, 69). This is especially true in the context of social and 

behavioural studies (Crotty 1998, 40). 

This research employs mixed methodology approach conducting quantitative and 

qualitative procedures. The methods employed are survey (for the quantitative 

approach) and interviews (for the qualitative approach). The combination of 

approaches is expected to utilise the strengths of both approaches and to 

counterbalance weaknesses inherent in each approach when conducted alone. The 

utilisation of mixed methodology in this research is corresponding to the 

recommendation by Creswell (2003, 7) and McKerchar (2010, 7) to apply 

procedures which are consistent with the best possible and most accurate 

explanation of the problems and their solution. Consequently, this research can be 

regarded as constructed on the pragmatic paradigm. As Creswell (2003, 18) 

suggests, mixed methods is an approach where the researcher is inclined to 

pragmatic characteristics that focus on consequences and problems as well as 

being pluralistic. 

While in the quantitative approach the researcher conduct the analysis based on 

objectivity and independence as in postpositivism paradigm, in qualitative approach; 

on the other hand, the researcher utilizes the characteristics of interpretivist as to 

analyse the interview data.9  

4.2.2. Mixed Methodology 

Mixed methodology—often referred to as ‘mixed model’ (Tashakkori and Teddlie 

1998), ‘integrative research’ (Johnson and Onwuegbuzie 2004) or ‘mixed method’ 

(Leech et al. 2010)—in a broad sense can be defined as research that utilises more 

than one methodology or method in the design or process of research (McKerchar 

2010, 18). Johnson, Onwuegbuzie and Turner (2007, 118) asked 19 global leaders 

in mixed methods research to define the concept—15 of the resulting definitions 

imply that the methodology mixes quantitative and qualitative approaches, with the 

intention to corroborate and enrich understanding. Thus, Johnson, Onwuegbuzie 

and Turner (2007, 123) came to the following definition: 

Mixed methods research is the type of research in which a researcher or 
team of researchers combined elements of qualitative and quantitative 
research approaches (e.g. use of qualitative and quantitative viewpoints, 
data collection, analysis, inference techniques) for the broad purpose of 
breadth and depth understanding and corroboration. 

                                                           
9  See Table 4.1 for the characteristics of each paradigm 
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Creswell (2014) defines mixed methods research as the research methods used in 

social, health and behavioural disciplines, where the investigator collects both 

qualitative and quantitative data to address research problems. Tashakkori and 

Teddlie (1998) characterise their mixed model studies as the result of the 

pragmatism paradigm, using the combination of qualitative and quantitative 

measures in the research phases. McKerchar (2010, 118) points out that a mixed 

method presents when the researcher employs more than one method or strategy 

inquiry. In relation to this, Johnson, Onwuegbuzie and Turner (2007, 118) previously 

suggested that the term ‘method’ (defined by Greene and Caracelli (1997, 7) as ‘a 

procedure for gathering or analysing data’) be viewed broadly, that it also embraces 

important research elements, including principles and practices. Thus, mixed 

method and mixed methodology represent similar traits, in that both are conducted 

using more than one approach and represent similar underlying principles. 

It is important to note that as Creswell (2014) suggests, mixed method is not merely 

conducting both quantitative and qualitative approaches in research. Importantly, it 

needs to reflect an integration between the two, in order to cancel each other’s 

weaknesses and complement each other. Utilising a mixed method approach, 

therefore, is expected to produce better validity and reliability in outputs. 

‘Triangulation’ is another term commonly used to depict procedures similar to those 

of mixed methods. Triangulation is suggested as ‘multiple operationalism’ when 

researchers used more than one method (Creswell 2003, 15; Johnson, 

Onwuegbuzie and Turner 2007, 113–4). The procedure is thought to ensure validity 

of results (Johnson, Onwuegbuzie and Turner 2007, 113–4). Using different 

research methods is believed to allow for an improvement in output measurement 

accuracy (Moran-Ellis et al. 2006, 47). According to Denzin (2012, 82), originally 

triangulation was an operational level approach, used only in qualitative research, 

rather than in mixed qualitative and quantitative approaches. It is used to seek in-

depth understanding of a problem, in an attempt to find validation. However, 

triangulation is currently used in a broader sense, similar to mixed methods 

(Creswell 2003, 214–7). 

Utilising many methods is suggested to offer several advantages in research. First, 

in the design stage, quantitative and qualitative approaches can be combined to 

improve the sampling framework and overall research design (Madey 1982, 227). 

Using both approaches also helps to identify representative and unrepresentative 

cases for generalisability and development of further models and theories (Madey 

1982, 233). Second, in the data collection stage, mixed methods helps in the 
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instrument development, enables creative ways to explore and collect data, and 

allows reframing to address the research questions (Jick 1979; Greene, Caracelli 

and Graham 1989; Onwuegbuzie, Bustamante and Nelson 2010). All of these allow 

the researcher to obtain rich and relevant data for research (Sieber 1973; Rossman 

and Wilson 1985). Third, in the analysis stage, the use of different methods helps 

cancel out biases inherent in each method (Denzin 2012; Jick 1979; Madey 1982). 

Convergence and corroboration are also expected to result in more certainty in the 

results. This combination will lead to better understanding and explanations, and 

consequently, better confidence for the researcher (Johnson, Onwuegbuzie and 

Turner 2007). Overall, the method is believed to allow the exploration of the complex 

social world (Malina, Nrreklit and Selto 2011), and enable unpredicted output such 

as contradictions to be uncovered, which may lead to further development or an 

expansion in a study, or even to new theory formulation (Jick 1979). 

Data in this research are collected in two methods: first by surveying a random 

sample reflecting the population under study, and second by in-depth interviews of 

targeted respondents. Survey data are analysed using inferential statistics to 

examine the trends and generalise to the larger population. The interview data are 

analysed qualitatively in order to obtain an in-depth explanation and to reality 

construction (Punch 2005). The mixed methodology study is conducted using the 

‘concurrent triangulation’ strategy, intended to confirm and corroborate results from 

both approaches (Greene, Caracelli and Graham 1989; Morgan 2007; Creswell 

2003). This strategy offers advantages such as the results can be validated well and 

a shorter data collection period (Creswell 2003, 217). The diagram of the 

methodological process is presented in Figure 4.1. 

Figure 4.1: Concurrent Triangulation Strategy 

 

 

 

 

 

 

Source: Creswell (2003, 217). 

Initially, the results of each approach will be analysed separately and then compared 

to examine whether convergence occurs. The qualitative results are expected to 
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enrich the quantitative outputs, and also provide rationale to further explain the 

quantitative results. 

4.3.  Methods 

This section presents the methods used to obtain data for this research. The survey 

sub-section presents details on the selection of samples, questionnaire designs and 

related measures in planning and conducting the survey. The next sub-section 

presents the interview process used in collecting the qualitative data. 

4.3.1. Survey 

4.3.1.1. Introduction 

A survey takes many forms and is used for ‘myriad purposes’ (Groves 2004, 2); 

however, it can generally be defined as a way to collect information from a 

population (Babbie 1990, 36; Czaja and Blair 2014, 2). Survey has main advantages 

that it can be conducted in a short time to capture the current condition and can be 

used to generalise a larger population (Rea and Parker 2005, 7). In addition, this 

method is also usable in examining a conclusion and observing whether a difference 

exists between groups (Sapsford 2006, 10). Such difference may occur between 

one group and another or within the same group at a different time. The WVS is a 

sample in both dimensions, with surveys conducted to investigate issues in and 

among countries, as well as in time series (World Values Survey, 2013). It is 

therefore reasonable that surveys are one of the most widely used methods in 

taxation research besides experiments and interviews (McKerchar 2010, 125). 

In conducting a survey, efforts must be taken to minimise errors in order for the 

output to be useful. There are two typical issues to be considered for a successful 

survey: whether the samples used are a correct representation of the population, 

and whether the instruments and the estimation used are accordance with research 

theory (Groves 2004). Dillman argues that there are four sources of errors in 

surveys. First, sampling error, in which the survey only takes account of part of the 

population. Second, coverage error, in which not all population members has the 

same probability of taking part in the survey. Third, measurement error, in which 

responses cannot be accurately gathered because of poorly constructed 

instruments. Fourth, non-response error, in which there is a difference in output from 

the survey due to sampled respondents not providing information (Dillman 2007, 

11). In summary, there are two determining factors in a successful survey: sample 

and measurement. This section discusses actions and measures the researcher 

should undertake to minimise these problems when developing survey instruments 
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and conducting the survey, so that the research output accurately reflects the 

targeted population. 

A detailed discussion of the selection of samples, sample location, the construction 

of instruments, ethical considerations, the pilot study for a preliminary test of the 

instruments and data collection procedures is then presented. A summary of the 

data analysis for the survey data is also discussed. 

4.3.1.2. Sample Selection 

As this research is about the tax morale of individual taxpayers in Indonesia, the 

sample selection uses a database source that provides access to a sample of 

individual taxpayers. The researcher requested sample data of individual taxpayers 

from the DGT, based on certain criteria.10 The requested information was limited to 

names and addresses, and was solely used to distribute the questionnaire. The use 

of the database ensured that all sample respondents were factual individual 

taxpayers. No tax-related information was requested nor provided, and this research 

did not request nor involve any form of individual taxpayers’ obligation performance. 

The permit for the sample generation was granted on 7 January 2014. 

The sample selection used stratified random sampling. Besides the city, the 

stratification was also based on type of employment (self-employed or employee). 

Data based on this stratification can be provided by the DGT, as individual 

taxpayers lodge their tax filing with different forms in accordance with their type of 

employment: self-employed (Tax File Form 177011) or employee (Tax File Form 

1770S12 or 1770SS13). However, there is a difference in stratification between sector 

codes in the national statistics with business sector code numbers used and 

reported by individual taxpayers in their tax files. Accordingly, the sample 

stratification for self-employed individual taxpayers was based on sectors the DGT 

used. 

The database contains a more detailed division for the employee individual 

taxpayers. The file contains information on whether the taxpayers are private 

enterprise taxpayers, government employees or retirees. Hence, the stratification is 

further broken down in accordance with these divisions. This may be useful in terms 

                                                           
10  The criteria included the stratifications: city, self-employed, employed, and based on the taxpayers 

registered as of 31 December 2012. 
11  Form 1770 is for individual taxpayers who run their own businesses. 
12  Form 1770S is for individual taxpayers who are employed but may still have other sources of 

income. 
13  Form 1770S is for individual taxpayers who are employed by only one employer and no other 

sources of income. 
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of seeing the difference of perception and characteristics among groups of 

employee individual taxpayers later in the analysis. 

Initially, the survey was planned to be conducted using the mail service; however, 

costs were prohibitive given the increased cost of printing and mail delivery service 

in Indonesia. The method required a significant number of questionnaires to be 

distributed in order to get statistically significant responses, a good representation of 

the sample frame, and the mail survey response rate in developing countries were 

usually low. For example, a mail survey by Abdul-Jabbar and Pope (2008) to small 

and medium enterprises achieved only 175 questionnaires usable out of 1300 sent 

(16%). Even more, survey of large and medium corporate taxpayers in Jakarta 

conducted by Susila and Pope (2012) resulted in a response rate of only 8.2%. 

Expecting about 400 returned responses in such a response rate range from 8% to 

16%, therefore, required mailing between 2,500 to 5,000 questionnaires with return 

stamps. Accordingly, it was decided to alter the data collection method to a self-

administered survey; or alternatively, a structured interview to the respondents.14 

The implemented questionnaires distribution is presented in Section 5.2. about Data 

Collection Procedure. 

As many as 2,361 names, together with addresses, were provided by the DGT. 

From the dataset, a further selection was carried out to reduce the number of 

samples to be distributed. Further selection via stratified random sampling resulted 

in 750 final samples of individual taxpayers.  

4.3.1.3. Sample Cities 

The samples for the survey were taken from the three largest cities in Indonesia: 

Jakarta, Surabaya and Medan. Jakarta, the capital city, is the largest city in 

Indonesia, with a population of around 10 million people in 2014 (Bureau of 

Regional Development Planning of Jakarta 2014). The DGT headquarter is located 

in Jakarta, along with seven regional tax offices, supervising 70 tax offices (DGT 

2015a, 167–71). Jakarta had 3,135,870 registered taxpayers in 2014 (DGT 2015b). 

Surabaya, also located on Java, is the second largest city, both on the island and in 

the country, with a population of 3,200,454 in 2013 (Central Bureau of Statistic of 

Surabaya City 2014). Surabaya has one regional tax office, with 13 tax offices under 

its supervision. The number of individual taxpayers registered at the offices in the 

city in 2014 was 487,816 (DGT 2015b). Medan, conversely, is located on Sumatera, 

                                                           
14  In case that a respondent preferred not answering the questions or request in the questionnaire by 

him/herself, the researcher would offer to read the questions and statements and tick the choice 
based on the respondent’s answer. No respondent chose the latter option. 
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and is the largest city on that island. The population of the city in 2012 was 

2,122,804 (Central Bureau of Statistic of North Sumatera Province 2016), and it had 

one regional tax office and nine tax offices (DGT 2015b). In 2014, there were 

780,003 individual taxpayers in the city registered at the tax offices (DGT 2015b).  

The selection of these three cities was based on cost and time constraints—it was 

not possible to cover the whole population of Indonesian taxpayers in all areas. 

However, individual taxpayers from the three largest cities should represent all the 

types of taxpayers, both self-employed and employed. The samples also represent 

diverse economic and demographic groups, such as professionals, government 

employees, private sector employees, state-owned enterprise employees and 

retirees. Other demographic groups, such as groups based on education, religion 

and age, are also represented in the respondents. 

4.3.1.4. Questionnaire Design 

The questionnaire is divided into two sections. The first section contains general 

questions about the respondent, including gender, city of domicile, age group, 

education level, marital status, religion and employment status. There are also two 

questions relating to economic situation: number of dependents and financial 

situation over the past year. The limit of one year was chosen so that participants 

would be able to remember the situation more accurately—a longer time span might 

induce memory distortion (Elffers, Weigel and Hessing 1987, 315). For tax-related 

information, questions were included on how the respondent prepared and lodged 

his/her tax file. These questions were presented to explore whether there is another 

party who helped and influenced the respondent in preparing his/her tax return. 

Further, this section also contained questions about the level of formal interaction of 

the respondent with taxation as an alternate means to measure assumptions about 

a respondent’s familiarity and knowledge on taxation. To make it easier for the 

respondent to answer, the last part was broken down into three questions. All 

questions in this section were measured in a nominal scale. 

The second section contains 40 statements, in response to which the respondent 

was requested to choose an attitude using the Likert scale. There were five options 

for each statement: 1 for ‘Strongly Disagree’, 2 for ‘Disagree’, 3 for ‘Neutral’, 4 for 

‘Agree’ and 5 for ‘Strongly Agree’. The statements were intended to cover topics 

such as sentiment towards tax, perception of tax system, trust in the government, 

perception of the tax authority, perception of democracy, perception of the legal 
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system and its enforcement, perception of public goods and services, attitude to 

punishment, tax morale and tax evasion.  

The statements were constructed based on previous studies related to tax 

compliance and tax morale, combined with the researcher’s self-developed 

statements in accordance with the topic and context. For example, the statements 

on the sentiments to tax were derived from the studies by Torgler (2007) which 

argued that sentiment was one of the key factors to understanding tax morale 

besides fairmess and the relationship between the taxpayers and the government 

(Torgler 2007), constructed in Indonesian context. The tax morale statements were 

constructed similarly to the study by Filippin, Viorio and Viviano (2013) and from 

Lubian and Zarri (2011) for example the statements they used to measure the tax 

morale: “paying taxes is one of the basic duties of citizenship” and “it is right to pay 

tax because it helps the weak” (Filippin, Viorio and Viviano 2013, 323; Lubian and 

Zarri 2011, 225). The statements in this research were designed to capture the 

opinion and experiences of the respondents in order to be analysed to reflect their 

tax morale and the influence of the factors on their tax morale to achieve the 

research objective and to answer the research questions in Chapter 1. The 

complete statements translated into English are presented in Appendix I.    

The statements are constructed with consideration of simplicity, ease, completeness 

and in order to avoid inaccuracies and biases from the respondents (Dillman 2007, 

53–78). The number of technical terms in relation to taxation were kept minimal, as 

the respondents ranged from those who were technically familiar with tax to people 

with little knowledge about the topic. The respondents may also have a wide range 

of education level, from elementary school graduate to doctoral degree.  

Statements were adapted from previous tax morale studies, as presented in Table 

4.2. 

Table 4.2: References for Survey Instruments 

Theme References 
Sentiment towards tax Torgler 2007 

Perception of tax system Maria-Dolores 2010; Torgler et al. 2008 

Perception of government Lubian and Zarri 2011; Torgler 2004b 

Perception of authority Torgler et al. 2008 

Perception of the legal system Torgler 2004b 
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Theme References 
Perception of democracy Frey and Torgler 2011; Lago-Peñas and Lago-

Peñas 2010; Mohdali 2013; Tekeli 2011 

Perception of public goods Braithwaite, Murphy and Reinhart 2007; Mohdali 

2013 

Attitude to punishment Kierchler and Wahl 2010; Niemirowski, Baldwin 

and Wearing 2000 

Tax morale Filippin, Viorio and Viviano 2013; Lubian and Zarri 

2011; Torgler et al. 2008 

Attitude to tax evasion Morelo and Pujol 2012; Torgler 2004b; Torgler et 

al. 2008; the World Values Survey 2016 

 

4.3.1.5. Ethical Considerations 

As this research involves humans, ethical clearance was required prior to the 

commencement of data collection. The first Ethics Approval was issued on 2 

October 2013. Later, following a change in data collection method from mail survey 

to the self-administered survey or structured interview15, an application for a revision 

was submitted to the Human Research Ethics Committee. The Amendment of 

Ethics Approval, containing the approval of the change, was issued on 28 April 

2014. Copies of the approval letters are presented in Appendix D and Appendix E. 

All respondents were clearly informed about the ethics clearance issued by the 

Human Research Ethics Committee, Curtin University in the cover letter. The cover 

letters included all pertinent information, including the contact person and 

addresses, as required in the ethics clearance application process. 

4.3.1.6. Pilot Study 

A pilot study was conducted prior to data collection. A pilot study is important in 

gathering information to test the questionnaire and the probability that the survey will 

work ‘under realistic conditions’ (Babbie 1990, 225; Dillman 2007, 140–1; Fowler 

1993, 100). A pilot study may also help researchers to be aware of biases, and lead 

to a revision before the final survey is conducted (Bourque and Fielder 2003, 92–3). 

Prior to developing the draft questionnaire, two PhD students at Curtin University 

with study topics related to tax, who had conducted their survey research in a 

                                                           
15  See Section 4.3.1.2. 
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comparable manner, were consulted.16 The discussion was intended to give a 

practical understanding of constructing questionnaires on a sensitive issue such as 

taxation. This was essential in order that the respondents would be able to easily 

draw an answer from his/her experience and perspective and be willing to complete 

the whole questionnaire, so as to produce a high response rate and useful data for 

the analysis. Substantial feedback was received, including on the simplicity of the 

questions and the use of numbers alongside the qualitative scale in the Likert scale. 

The pilot study was conducted in March 2014. Two methods were applied: mail and 

online methods. Although an online survey was not utilised in the subsequent real 

research, the use of this method was selected in addition to the mail method in order 

to increase the numbers of pilot study respondents to provide sizeable feedback. 

For the online pilot survey, questions were pasted to Google form (Google 

documents), and the link was distributed to the intended respondents. The mail 

method delivered the questionnaire to respondents considered to resemble the 

stratifications of the respondents in the real survey to be conducted later. For 

example, the pilot survey questionnaires were sent to self-employed individuals, 

government employees and private company employees.  

Along with the cover letter, an assessment sheet was provided to the respondents to 

evaluate the questions. Similarly, an assessment page was provided to the online 

respondents. The evaluation focused on the easiness of the questionnaire, the 

easiness of responding to the questions accurately in accordance with the 

respondent’s situation, the number of technical terms, the perception of length of the 

questionnaire and the willingness to complete the questionnaire. The evaluation 

used a 1–10 scale, where in most assessments 1 was the most positive value (very 

easy, very easy to respond accurately, very small number of technical terms and 

very short). Only in the fifth category, it reversed: 1 was very unwilling and 10 very 

willing. The respondents were also requested not to answer or select an attitude to a 

question or statement in the case they did not find it easy to understand or found it 

ambiguous. In that case, they were requested to leave the question blank. This 

aimed to test the questions for simplicity and clarity, so that the design and wording 

of the questions could be easily interpreted and answered by the respondents. They 

were also requested to give comments or feedback when necessary. It was 

expected that simple, clear and accurate questions would encourage respondents to 

be willing to complete and return the questionnaire. 
                                                           
16  The researcher wants to thank Dr. Budi Susila and Dr. Raihana Mohdali (then Doctoral Candidates 

at the School of Economics and Finance, Curtin Business School) who provided stimulating 
discussions on some parts of this research study design and procedure. 
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The pilot study was distributed to 36 respondents: 12 online and 24 mail 

respondents. Four respondents refused to participate, comprising two online 

respondents and two mail respondents. At the end of the pilot study, four 

questionnaires were not returned, resulting in 28 completed questionnaires to be 

used for feedback for questionnaire finalisation. 

Based on the comments and feedback, one question about the income bracket was 

omitted, as six respondents did not respond to the question. It was later substituted 

with a more normative question about the respondent’s financial situation in the past 

year. This question was deemed an appropriate substitute as they cover a similar 

topic. Moreover, the topic of financial situation in the tax morale context has already 

studied as discussed in Section 2.4.3.2. Based on the pilot study results and 

feedback, the questionnaire was finalised and distributed to the sample 

respondents. 

4.3.1.7. Data Analysis 

Data analysis for the survey was calculated using descriptive and inferential 

statistics. Descriptive statistics are used to explore the frequencies of respondents 

according to groups or categories, as well as the inclination of respondents towards 

the topics presented. Descriptive statistics mainly capture the mean, mode, median 

and standard deviation. While the median is the appropriate method to examine 

ordinal data, the score in Likert scales demonstrate ‘the strength of one 

respondent’s view in relation to that of another’ (Kumar 2005, 146); therefore, mean 

scores of the scales were also used. The standard deviation examines how far the 

inclination towards a topic deviates. 

The inferential statistics in this research drew on Principal Component Analysis 

(PCA), multivariate analysis which included mean tests, correlation analysis and 

regression analysis. Mean tests included independent t-test used to examine 

whether there was a difference between two groups, whereas the One Way ANOVA 

test was performed to check whether there was a difference among more than two 

groups about the topic being observed. Further, correlation analysis was carried out 

to investigate the relationship between the topic and the respondent’s willingness to 

pay tax as the main theme of this research. This series of analysis has been used in 

previous studies, such as Mohdali (2013), on the attitudes of individual taxpayers 

investigating the influence of religiosity on tax compliance in Malaysia. Therefore, 

these inferential statistic techniques are considered appropriate to investigate the 

level of tax morale, the differences among groups being examined, and 
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determinants that influence the tax morale of the individual taxpayers to achieve the 

research objectives and answer research questions in Chapter 1, particularly 

research objectives 1 to 3 and research question 1 to 3.  

4.3.2. Interviews 

4.3.2.1. Introduction 

Marvasti (2010, 424) argues that interviews are ‘a basic form of data collection 

based on a question-answer format’. The interview method is often used in 

qualitative studies where a researcher intends to study a situation, event, role, 

group, or interaction (Locke, Spirduso and Silverman 1987). One focus in qualitative 

research is the respondents’ views and experiences (Creswell 2003, 199), and 

interview is widely used as it is considered one of the most powerful methods 

available to understand human beings (Fontana and Frey 1994, 361). Punch (2005, 

168) emphasises that interviews are a powerful means to understand perceptions, 

definitions of situations and reality construction. 

Interview can take many forms, including individual interview, group interview, mail 

or self-administered interview and telephone interview, as well as in the forms of 

structured, semi-structured and unstructured (Fontana and Frey 1994, 361). 

Structured interview is expected to deliver consistency, uniformity and structure, 

while an unstructured interview is focused more deeply on the respondents’ view 

(Marvasti 2010, 425). Unstructured interview is usually intended to gain deep 

knowledge about the respondents’ perspectives and experiences. Johnson (2002, 

106) argues that deep understanding from an interview helps the researcher obtain 

four benefits: first, to understand the inner feeling or thinking of respondents; 

second, to discover ‘what is usually hidden from ordinary view or reflection or to 

penetrate to more reflective understanding about the nature of that experience’; 

third, to help the researcher to understand his or her own experiences that create 

his or her interests; and fourth, to obtain multi-perspectives and meanings of the 

object and phenomena being studied. 

In the qualitative approach of this research, the researcher conducted interviews 

with participants17 to study how individual taxpayers perceive taxation, the problems 

related to tax compliance and other issues and explanations that might emerge. The 

strategy design was to corroborate the quantitative results and to explore further. 

Therefore, the interview questions were constructed to be similar to the statements 

                                                           
17  In order to differentiate the respondents of the survey from the respondents of the interview, the 

term ‘participant’ is used for the interview respondents. 
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in the survey questionnaires; however, the interviews were conducted in an open-

ended, unstructured manner, where the participants could freely express their 

opinion or reveal their experiences. This was expected to provide deep 

understanding of the participants’ views and opinions, and thus help the researcher 

to understand deeper about the topics being researched.  

4.3.2.2. Participant Selection 

In is important to note that the qualitative approach, in this case interview is not 

intended to obtain data for generalisation of the population.18 The qualitative 

approach is mainly conducted to gather in-depth information of a phenomenon, to 

enrich the data and analysis obtained from quantitative approach through 

corroboration.19 It also enables the exploration of more complex phenomenon and 

expansion of the theory existed. In this research, it may also allow lead to the 

exploration of new factors influencing tax morale in Indonesian or developing 

country context.  

Consequently, the selection of participants for interviews in this research used 

purposive sampling, by identifying individuals that could appropriately contribute to 

the research. This approach is widely used in the qualitative approach, in line with 

the purpose of the method to corroborate and obtain in-depth explanations (Beitin 

2012). The researcher identified individual taxpayers who had experiences with 

taxation, so that the data would be relevant in the context of taxpayers and tax 

compliance inherent in the issues. Consequently, potential participants were 

individual taxpayers who had registered with the tax office, and were considered to 

possess relevant experiences and opinions on the government, public goods and 

services, democracy, the tax authority and law enforcement. Based on these 

criteria, 15 individual taxpayers were approached and asked to give interviews, of 

which nine were willing and successfully interviewed. 

Over the course of the interview process, it was regarded that information about the 

individual taxpayers’ compliance from different angles was crucial. For example, tax 

consultants and tax managers have knowledge on individual taxpayers’ compliance 

issues capable of enriching and conforming the data obtained from the individual 

taxpayers. This is in line with the triangulation technique to achieve better validity in 

the findings.20 Consequently, a number of tax consultants and tax managers were 

approached. Eventually, five tax consultants were willing to provide information 

                                                           
18  See Table 4.1 “Generalisation of time and context of an inquiry”. 
19  See Section 4.2.2. 
20  See Section 4.2.2. 



 

73 
 

through interviews, and one tax manager from a multinational company whose work 

also dealt with employees’ tax matters was successfully interviewed. Interviews of 

the tax consultants and the tax manager were conducted over January–February 

2015. The interviews of these informants brought the number of interview 

participants for this research to 15 in total, comprising ten individual taxpayers 

(including the tax manager) and five tax consultants. This number of participants is 

considered ideal, as the number recommended by Creswell (1998) of around five to 

25 participants for interview. 

4.3.2.3. Questionnaire Design 

The interview questions were similar to those in the survey questionnaire. After 

covering demographic information, the researcher asked about issues related to 

perspectives on tax and tax morale, including sentiment towards tax, relationship 

between tax and government services, public goods and services, the tax authority, 

and other factors that emerged during the interview that appeared to have an 

influence on the participant’s willingness to pay tax. However, as the purpose of this 

method is to gain understanding of the issues from the participants’ perspectives as 

taxpayers, the questions were open-ended. The participants were requested to 

elaborate their answers and views, allowing the enrichment of data and the 

expansion of the information in accordance with the participant’s experiences. The 

researcher focused on the participants’ perspectives and opinions—nothing related 

to the tax obligations of the participant was asked. The list of interview key questions 

translated into English is presented in Appendix N. 

4.3.2.4. Data Analysis 

Qualitative analysis is interpretive (Creswell 2003, 182). The researcher has the role 

of interpreting the data, and it is acknowledged that the researcher cannot avoid his 

or her personal interpretation.21 Therefore, careful measures must be taken to 

ensure the validity of the analysis. Procedures in qualitative research vary (Creswell 

2003, 190); however, there are several common steps. This research follows the 

process outlined in Creswell (2003) to analyse the interview data. First is organising 

and preparing the data. In this research, this step involves converting the interview 

audio data into transcripts that can be easily analysed further. Second is reading the 

data thoroughly in order to acquire a ‘general sense’ or impression of the overall 

information. Third is a coding process, which includes categorising the words or 

terms derived from the interviews. Fourth, based on the coding process, is creating 

                                                           
21  See also Table 4.1. 
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depictions of the interview and participant settings, contained in a small number of 

topics. Fifth is to create relevant narrations on the topics obtained from the fourth 

step, which may take the form of chronological discussion. The sixth (final) step is 

interpreting the data, which can be based on the researcher’s own knowledge and 

experiences, in comparison with existing theories, or on factors emerging from the 

analysis (Creswell 2003, 191–5). Figure 4.2 presents the flow of these steps, with 

the expected outputs from each step. 

Figure 4.2: Flow of Interview Data Analysis 

 

Source: Adapted from Creswell (2003, 191–5). 

4.4.  Chapter Summary 

This chapter presents a discussion on the methodology employed in this research. It 

begins by briefly describing research paradigms, which are considered to drive the 

orientation or strategy of research. This research is underpinned by the pragmatic 

paradigm, which emphasises achieving a purpose rather than being inflexibly 

assigned to a traditional model of solely quantitative or qualitative methods. This 

paradigm is considered appropriate to this research as a behavioural study of 

individual taxpayers. Accordingly, the research employs a mixed methodology 

strategy, where the researcher examines the problems from quantitative and 

qualitative approaches in order to obtain the best possible explanation and most 

reliable findings. Surveys were employed to provide quantitative data and analysed 

using descriptive and inferential statistics to provide information on trends and 

generalisations to the larger targeted population. Qualitative data were obtained via 

in-depth interviews for exploration, and were analysed through interpretation. 

Initially, the quantitative and qualitative data were analysed separately, but later, 
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both are further discussed for corroboration, in order to acquire a comprehensive 

understanding and more reliable findings of the phenomenon in order to achieve the 

objective in and to answer the research questions in Chapter 1. 
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  CHAPTER 5
QUANTITATIVE DATA ANALYSIS 

5.1.  Introduction: Survey 

This chapter presents the quantitative approach employed in this research in order 

to achieve the research objectives and to answer the research questions in Chapter 

1. It starts with the presentation of the survey procedures conducted, the responses 

obtained from the samples and the respondents’ profiles. It continues with further 

data processes, which includes the employment of factor reduction, test of the 

assumptions and the analysis of the data. It then presents the findings from the 

analysis, including analysis using descriptive statistics, independent t-tests, One 

Way ANOVA and multivariate regression. The chapter concludes with a summary. 

The findings in this chapter will be later discussed in collaboration with the findings 

in chapter 6 on qualitative analysis in chapter 7: Discussion. 

5.2.  Data Collection Procedure 

The researcher distributed 750 questionnaires to the sample respondents from June 

to August 2014—that is, the process took about three months from the distribution to 

the collection of the questionnaires. The questionnaires were distributed to 

respondents in Jakarta, Surabaya and Medan. 22 The selection of the samples was 

based on stratified random sampling, using the database of taxpayers and their 

addresses provided by the DGT. The sampling frame distribution was carried out to 

reflect the labour force proportion of the three cities.23 Although not the whole labour 

force is registered as taxpayers yet, this selection is considered best to represent 

individual taxpayers in Indonesia as self-employed persons and employees are 

obliged to pay income tax whenever they earn a certain income, as set by tax laws. 

In order to ease the distribution in the field, the addresses of the respondents were 

clustered and grouped by city, district, sub-district and street. This method took 

more time than a mail survey and online survey would, but was anticipated to 

produce a higher response rate and good representativeness of the population.24 

The questionnaire was distributed to the respondents accompanied by a cover 

letter, which offered information about the questionnaire and the research. It 

disclosed the objective of the questionnaire and the research and other related 

information, as well as ensuring the confidentiality of the research and data provided 

                                                           
22  See Section 4.3.1.3 for explanation about the sample cities. 
23  See Table 5.2. 
24  See 4.3.1.2. 
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by the respondents. It also contained the contact name and address of the 

researcher, including the address of the Curtin University Ethics Committee, in case 

the respondent had any queries regarding the questionnaire or the research. 

In the survey, the researcher located and visited the addresses of the sample 

respondents. If respondents were home, they were requested to answer the 

questions, and given the option of being interviewed or to fill out the questionnaire 

by themselves. However, as the questionnaires were mostly distributed on 

weekdays and the addresses were residences, most respondents were not at home, 

so the questionnaires were left with a message that they would be collected a few 

days later. 

Two attempts were made to collect the questionnaire. The collections were 

conducted at a maximum of twice. If the respondents did not make the questionnaire 

available in the first re-visit, another prompt to fill out the questionnaire was 

delivered, with a message that the questionnaire would be collected on another day. 

If on the second visit the respondents had still not responded, the questionnaires 

were left out, to minimise response bias from respondents who were not willing to 

answer the questionnaire. As the responses were received in a period considered to 

be one wave, there was no timing bias. 

All documents, including the cover letter and the questions, were written in Bahasa 

Indonesia, the national language, widely used in formal occasions and day-to-day 

interactions among people. The survey questionnaire in Indonesia is presented in 

Appendix G of this thesis, and the English translation is presented in Appendix I. 

5.2.1. Response Rate 

At the end of the collection period, 392 questionnaires had been returned, 

representing a 52.27% response rate—a response rate of greater than 30% is 

considered acceptable for sensitive topics such as tax (Devos 2005). The response 

rates among cities ranged from 49% to 57%, with 222 respondents in Jakarta 

eventually returning the questionnaire (49.33%). From the 180 questionnaires 

distributed, 101 respondents in Surabaya returned the questionnaires (56.11%), 

while from the 120 sample respondents in Medan, 69 (57.50%) returned the 

questionnaire. During the recording and coding stage, some of the questionnaires 

were qualitatively examined to find missing data and inconsistencies. 

Questionnaires with significant missing information or inconsistent answers were 

excluded from the dataset. Responses were considered inconsistent if they were 

similar both for the positive and negative questions (e.g., tax morale vs tax evasion, 
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as the first is the willingness to pay tax and the second is attitude to evading tax) or 

respondents had only selected one answer for all or almost all questions (e.g., all 

‘agree’ or ‘strongly agree’). 

At the end of the process, 338 responses were used, representing a 45.07% usable 

response rate in total—response rates of 44.67%, 43.33% and 49.17% for Jakarta, 

Surabaya and Medan respectively. The summary of the response rates is presented 

in Table 5.1. 

Table 5.1: Survey Response Rate 

No City 
Distributed Returned Usable Unusable 

Number Percentage Number Percentage Number Percentage Number 

1 Jakarta 450 60.00% 222 49.33% 201 44.67% 21 

2 Surabaya 180 24.00% 101 56.11% 78 43.33% 23 

3 Medan 120 16.00% 69 57.50% 59 49.17% 10 

Total 750 100.00% 392 52.27% 338 45.07% 54 

 

This number of usable responses is considered sufficient to represent the intended 

taxpayer population in the three cities, based on Fowler’s (2009, 24) assertion that 

‘a sample of 150 people will describe a population of 15,000 or 15 million with 

virtually the same degree of accuracy, assuming that all other aspects of the sample 

design and sampling procedures are the same’. 

5.2.2. Response Representativeness 

The usable responses are compared to the research population, in this case, the 

labour force in the three cities, in order to examine the response representativeness. 

As mentioned earlier in Section 5.2.,  the labour force is used because it reflects the 

taxpayers, both the already registered and potential taxpayers. The proportion of the 

labour force and the respondents is presented in Table 5.2. 

Table 5.2: Labour Force Sample Representativeness by City 

No City 
Labour Force Population Respondents in this Research 

Number Percentage Number Percentage 

1 Jakarta 9,607,787 66.39% 201 59.47% 

2 Surabaya 2,765,487 19.11% 78 23.08% 

3 Medan 2,097,610 14.50% 59 17.46% 

Total 14,470,884 100.00% 338 100.00% 
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As can be seen from Table 5.2, respondents in Jakarta account for 59.47% of the 

total, whereas the labour force population is 66.39%; respondents from Surabaya 

account for 23.08%, whereas the population represents 19.11%; and the percentage 

of respondents from Medan is 17.46%, while the labour force proportion is 14.50%. 

Thus, these proportions are not too different from the population shares, so the data 

may be considered acceptable in terms of population representativeness. 

Further, respondents are divided by their employment type and status in Tables 5.3 

and 5.4. These categories are compared to the number of registered taxpayers and 

the database from the DGT provides information about the individual taxpayers’ 

population. The numbers of this research respondents are similar to the proportion 

of the labour force where the self-employed respondents account for almost 39% of 

the total respondents and the employee respondents is around 61%, comparable to 

those of the labour force.  

Table 5.3: Labour Force Sample Representativeness by Employment Type 

No Employment Type 
Labour Force* Respondents in this Research 

Number Percentage Number Percentage 

1 Self-Employed 42,795,708 39.02% 131 38.76% 

2 Employee 66,874,691 60.98% 207 61.24% 

Total 109,670,399 100.00% 338 100.00% 

*Source: Central Bureau of Statistic (2013, 94–5). 

Table 5.4: Labour Force Sample Representativeness by Employment Status 

No Employment Status 
Registered Taxpayers Respondents in this Research 

Number Percentage Number Percentage 

1 Private Enterprise 

Employee 

11,840,360 61.96% 169 50.00% 

2 State-Owned 

Enterprise Employee 

699,516 3.66% 19 5.62% 

3 Government Employee 5,785,570 34.19% 18 4.33% 

4 Professional n/a n/a 6 1.78% 

5 Retired 35,005 0.18% 1 0.30% 

Total 19,108,630 100.00% 207 100.00% 

 

5.2.3. Respondent Profiles 

This section presents respondent profiles, categorised in groups which may 

represent the differences in demographic, social (which includes experiences and 
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knowledge about tax), as well as economic of the respondents and other factors as 

in Section 2.4.3 which discusses tax morale determinants. Consequently, the 

respondent profiles are categorised into the following groups: religion, education 

level, marital status, financial situation, tax filing help, tax influencer, time registered 

as taxpayer, and their interaction with tax.   

By religion, most of the respondents in this research were Muslims (57.10%), 

followed by Catholics (15.98%), Protestants (15.09%), Buddhists (7.99%), Kong Hu 

Cu followers (3.5%) and Hindus (0.30%). These proportions were not overly similar 

to the national population; however, the shares considered acceptable as the ranks 

are similar. Additionally, no individual taxpayers provide information on religion in 

the tax files nor in labour force-related data, so comparison by religion is not 

presented. Table 5.5 shows the numbers and shares of the respondents according 

to their religion as follows: 

Table 5.5: Sample Representativeness by Religion 

No Religion 
National Population** Respondents in this Research 

Number Percentage Number Percentage 

1 Islam 207,176,162 87.18% 193 57.10% 

2 Catholic 6,907,873 2.91% 54 15.98% 

3 Protestant 16,528,513 6.96% 51 15.09% 

4 Buddha 1,703,254 0.72% 27 7.99% 

5 Hindu 4,012,116 1.69% 1 0.30% 

6 Kong Hu Cu 117,091 0.05% 12 3.55% 

 Others 299,617 0.13% - - 

 Not answered 139,582 0.06% - - 

 
Not included in 

census 
757,118 0.32% - - 

Total 237,641,326 100.00 338 100.00% 

**Source: Central Bureau of Statistic (2014).  

Further, in education, Table 5.6 shows that around 67% of the respondents were 

educated to the tertiary level (diploma and undergraduate), while those who had 

only finished high school and below account for 68 persons (around 20%). The 

smallest share of respondents was those who had a post-graduate degree (Master’s 

or Doctoral Degree), at around 12%. The numbers and shares are presented in 

Table 5.6 as follows: 
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Table 5.6: Sample Proportion by Education Level  

No Education Level 
Respondents in this Research 

Number Percentage 

1 Up to High School 68 20.12% 

2 College 228 67.46% 

3 Post-Graduate 42 12.43% 

Total 338 100.00% 

 

By marital status, only around 10.65%, or 36 respondents, replied that they were 

‘single/not married’ while most of them were married as shown in Table 5.7. as 

follows: 

Table 5.7: Sample Proportion by Marital Status  

No Marriage Status 
Total 

Number Percentage 

1 Married 302 89.35% 

2 Not married 36 10.65% 

Total 338 100.00% 

 

When asked about financial situation25, most of the respondents of about 62%, 

stated that they had only occasionally had financial difficulty over the last year; 

‘never’ was the second most common choice (18.64%), close to ‘often’, selected by 

16.86% of respondents. Only eight respondents (2.37%) replied they faced 

continuous financial difficulty during the period. The following Table 5.8 shows the 

numbers and proportions. 

Table 5.8: Sample Proportion by Financial Situation  

No Financial Situation 
Total 

Number Percentage 

1 Never 63 18.64% 

2 Occasionally 210 62.13% 

3 Often 57 16.86% 

4 Always 8 2.37% 

Total 338 100.00% 

 

When asked about whether they were helped in filing tax return, almost 60% of the 

respondents claimed to prepare the tax files by themselves, followed by 13% who 

                                                           
25  See Section 4.3.1.4 for the discussion about the question. 
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replied that they had been helped by their employer. As many as 30 respondents, or 

around 9%, said that they received help from colleagues, 24 respondents, or around 

7%, used the assistance of tax consultants, and 22 respondents, or 6.51%, replied 

that they were helped by a family member. Only 18 respondents stated that they 

received help from the tax office. The numbers and proportions are presented in 

Table 5.9 as follows: 

Table 5.9: Sample Proportion by Tax Filing Help 

No Tax Filing Help 
Total 

Number Percentage 

1 None 200 59.17% 

2 Family member 22 6.51% 

3 Colleague 30 8.88% 

4 Employer 44 13.02% 

5 Tax consultant 24 7.10% 

6 Tax office 18 5.33% 

Total 338 100.00% 

 

Further, as many as two hundred and thirty (230) respondents, or almost 70%, 

claimed that they submited their tax files of their own volition, without any influence 

from any other party. As many as 42 respondents (12.43%) answered that their 

employers influenced them to file taxes, with 31 respondents claiming that their 

colleagues have that role. These were followed by the 22 respondents who stated 

that the tax office influenced them to file taxes. Only seven and six respondents 

claimed they submited tax files under the influence of a family member (2.07%) and 

tax consultant (1.78%) respectively as shown in Table 5.10 as follows: 

Table 5.10: Sample Proportion by Tax Influencer 

No Tax Influencer 
Total 

Number Percentage 

1 None 230 68.05% 

2 Family member 7 2.07% 

3 Colleague 31 9.17% 

4 Employer 42 12.43% 

5 Tax consultant 6 1.78% 

6 Tax Officer 22 6.51% 

Total 338 100.00% 
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When asked how many years respondents had been registered with the tax office, 

38 respondents replied that they had been registered more than ten years. As many 

as 51 respondents had been registered less than two years, while 116 (34%) of the 

respondents claimed they had been registered between two and five years. Most 

respondents, 133 persons, or around 40% of the total, replied that they had been 

registered for between five and ten years, a medium–long period as shown in Table 

5.11 as follows. 

Table 5.11: Sample Proportion by Time Registered as Taxpayer 

No Length of Time Registered 
Total 

Number Percentage 

1 Less than two years 51 15.09% 

2 Two–five years 116 34.32% 

3 Five–ten years 133 39.35% 

4 More than ten years 38 11.24% 

Total 338 100.00% 

 

Lastly, respondents were asked about their formal interaction with tax. This query 

was represented by three questions. The first was, ‘Have you ever attended any 

course or class on taxation?’ with options of ‘yes’ and ‘no’ answers. The second 

question was, ‘In the last five years, have you ever attended any seminar, workshop, 

or any taxation-related event?’ with options ‘yes’ and ‘no’. The last question was an 

extension of the second, in which the respondents were asked ‘If you answered 

‘yes’ to the above question, how many times have you attended such kind of events 

in the last five years? (If do not remember exactly please estimate)’. The options for 

the last question were one to five times, six to 15 times (once or three times a year 

on average), and more than 15 times. 

Respondent who answered ‘no’ to the first and second questions were categorised 

as not having any formal interaction with tax, because they had not had any 

experience in formal education regarding tax, such as courses, classes, seminars or 

any other tax-related event. Respondents were considered to have ‘low’ formal 

interaction with tax if they responded ‘no’ to tax-related course and class 

attendance, but ‘yes’ when asked about attendance in the second question about 

tax-related occasional events such as seminars and workshops, and had attended 

such events no more than five times in the previous five years. Respondents were 

grouped as having ‘medium’ interaction when they had attended classes or courses 
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on taxation with no attendance at an occasional event, or attended tax-related 

occasional events more than 15 times in the previous five years. Respondents who 

had attended courses and/or courses on tax and had attended more than five 

occasional events on tax were considered to have a high interaction with taxation. 

As many as 200 respondents, or almost 60%, answered that they had not had any 

formal interaction with taxation. As many as 80 respondents were considered to 

have had medium interaction, and 33 respondents, or about 10%, had ‘low’ 

interaction. Only 25 respondents, or around 7% of the total, could be categorised as 

having had high interaction with taxation based on their responses. The numbers 

and proportions are presented in Table 5.12 as follows: 

Table 5.12: Sample Proportion by Interaction with Tax 

No Interaction with Tax 
Total 

Number Percentage 

1 None 200 59.17% 

2 Low 33 9.76% 

3 Medium 80 23.67% 

4 High 25 7.40% 

Total 338 100.00% 

 

5.2.4. Statements of Determinants and Tax Morale 

Further to the questions about profiles, the respondents were asked to respond to 

40 statements constructed to uncover their sentiment towards tax, perception of the 

fairness of the tax system, the government, the tax authority, perception of the legal 

system, democracy, public goods, attitude to punishment, tax morale and attitude to 

tax evasion with five-point Likert scale options. The statements to be analysed to 

measure the determinants that influence tax morale and the tax morale were 

constructed based on previous theories as discussed in Section 4.3.1.4. The 

complete statements in Indonesian language are presented in Appendix G, with 

English translations in Appendix I. 

5.3.  Factor Reduction 

The obtained, usable responses to the 40 statements as discussed in Section 5.2.4 

are initially processed via the PCA, often used in attitudinal studies to reduce the 

number of questions on a similar theme (Tabachnick and Fidell 2013) and to find 

groups of variables (Field 2009, 628). Correlations appear among the factors when 
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the data are checked with the Oblique rotation method using Promax. The questions 

with weak correlation based on the PCA were omitted. To make the factors easier to 

distinguish, coefficients with loading less than 0.4 suppressed, such scores are 

considered poor (Comrey and Lee 1992; Field 2009, 661). The number of factors 

retained is 10, in order to reflect all the themes considered to influence tax morale 

as suggested by various research studies26—that is, the researcher uses the a priori 

approach to obtain the factors (Dean 2009a, 22). The results of the PCA should be 

considered guidelines, with the researcher making final decisions (Dean 2009b).  

From the PCA on respondents’ responses to the 40 statements, four statements 

have been omitted, as they appear to have no clear correlation with any of the 

factors. Accordingly, 36 statements were used in the quantitative analysis of this 

research. The 40 statements, including those omitted from the PCA, are presented 

in Appendix P, while the usable statements are presented in each section 

discussing the theme, from Section 5.5.1 to Section 5.5.10. 

The PCA results in the construction of 10 factors (KMO = 0.871; Bartlett’s Test of 

Sphericity p=0.000). The KMO score of 0.871 shows that the data can be further 

analysed using factor analysis, as it is categorised as ‘meritorious’ (Hair et al. 2006). 

Cronbach’s Alpha is used to test the reliability of the statement scores in each 

emerged theme, resulting in consistent good scores of more than 0.6, a well-known 

threshold for reliability analysis (Hair et al. 2014). The theme, number of 

constructing questions, and Cronbach’s Alpha score for each of the factors are 

presented in Table 5.13.  

Table 5.13: Cronbach’s Alpha of Topics in Questionnaire Data 

No Theme/Factors Number of 
Questions Cronbach’s Alpha 

1 Sentiment towards Tax (Sent) 4 .810 

2 Perception on the Fairness of Tax System (Fair) 2 .762 

3 Trust in the Government (Gov) 2 .729 

4 Perception of the Authorities (Auth) 6 .909 

5 Perception of the Legal System (Law) 4 .839 

6 Attitude to Democracy (Dem) 3 .800 

7 Perception of the Public Goods (PubG) 4 .760 

8 Attitude to Punishment (Pun) 3 .794 

9 Tax Morale (TMo) 4 .765 

10 Attitude to Tax Evasion (TEv) 4 .860 

Number of Questions Used 36  

Note: Words in the parentheses are abbreviations used in further analysis. 

                                                           
26  See all the themes in Table 4.2. 
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5.4.  Test of Assumptions 

The items derived from the PCA are then tested for assumptions before proceeding 

to multivariate regression. The multivariate regression using SPSS requires that the 

data be normally distributed, independent, linear and have homogeneity of variance. 

The data are normally distributed, as shown by the skewness and kurtosis scores of 

less than one and three. Most of the data are homogeneous, although some are 

found to be heterogeneous in variance; however, the heterogeneous data can still 

be assessed using ANOVA as a robust test (Roberts and Russo 1999, 69). Data for 

two factor categories, length of time registered as taxpayers and interaction with 

taxation, are omitted in the ANOVA tests, as they have highly statistically significant 

heterogeneity, thus violating the assumptions for parametric tests (presented in 

Appendix Q). Further, the data do not exhibit multicollinearity, as can be seen from 

the correlation coefficients, which are less than 0.8, as well as VIF scores of less 

than 10 (presented in Appendix S).  

5.5.  Findings 

The following section contains the findings for each item, including the mean, 

median, mode and standard deviation of overall respondents for each question to 

describe the perception or attitude of the respondents towards a theme. The mean, 

median, mode and standard deviation scores are calculated from the Likert scale 

scores used for responding to statements, where 1 = Strongly Disagree, 

2 = Disagree, 3 = Neutral, 4 = Agree and 5 = Strongly Agree. 

An independent t-test is then conducted to examine the difference between 

categories that have two groups—gender, marital status and type of employment 

(self-employed or employee)—for each item. Further, One Way ANOVA is carried 

out to investigate the difference among the eight categories that have more than two 

groups—city, age group, education level, religion, employment status and financial 

situation. 

In the cases where a statistically significant difference is found, a post-hoc test is 

carried out to investigate between which groups the difference is statistically 

significant. As most of the data are homogeneous, Hochberg’s GT2 is used, as it is 

considered the most reliable measure for data with different sample sizes and large 

population (Field 2000, 275). 

Lastly, it is noted that a few mean test results show a statistically significant 

difference, but fail to pass the homogeneity assumption. While ANOVA is ‘a robust 

test under most circumstances’ and a slight degree of violation tends not to affect 
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the output (Roberts and Russo 1999, 69), it is important to report output violating the 

condition. In these few cases, Welch ANOVA is conducted post-hoc using the 

Games-Howell procedure, to provide reliable results for interpretation (Field 2000, 

275). The following sections will present the findings of the quantitative analysis of 

each theme.  

5.5.1. Sentiment Towards Tax 

Descriptive statistical analysis shows that respondents generally have positive 

sentiments towards tax. The inclination towards agreement is represented by the 

modes of 4, as well as the high number of respondents who answer ‘Agree’ to the 

four statements, accounting for 63%, 49.4%, 48.8% and 54.75% respectively. The 

means of the responses range from 3.53 to 3.87, with a grand mean of 3.69 and 

standard deviation of 0.77, as shown in Table 5.14 as follows: 

Table 5.14: Mean, Median, Mode and Standard Deviation of Sentiment toward 
Tax 

Item Statement Mean Median Mode SD 1 2 3 4 5 
Sent1 So far, tax is very beneficial 

to the country’s 
development  

3.84 4 4 .72 2 15 63 213 45 

     
0.6 4.4 18.6 63.0 13.3 

Sent2 So far, I get benefit from tax 3.52 4 4 .82 4 34 107 167 26 

     
1.2 10.1 31.7 49.4 7.7 

Sent3 So far, the people get 
benefit from tax 3.54 4 4 .82 1 40 102 165 30 

     
0.3 11.8 30.2 48.8 8.9 

Sent4 The individual taxpayers’ 
compliance in paying tax 
strongly affects the 
country’s development  

3.87 4 4 .72 0 10 84 185 59 
  

    
0.0 3.0 24.9 54.7 17.5 

Sentiment towards Tax 3.69 4 4 0.77      
 

Further, the independent t-test showed that there is no significant statistical 

difference of means between groups with two categories, whether the respondent is 

male or female, married or unmarried or self-employed or an employee. 

Subsequently, the One Way ANOVA tests demonstrate that sentiment towards tax 

is statistically different by education level (F (2,335) = 3.35, p < 0.05) and formal 

interaction with tax (Welch’s F (3,82.13) = 3.33, p < 0.05). The post-hoc test on 

education level groups reveals the difference occurs between the respondents with 

education of up to high school versus respondents with college level education 

(Table 5.15). 
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Table 5.15: Post-Hoc Test by Education Level 

Education Level Mean SD Sig. 

Up to High School 3.52 0.63 
p < 0.05 

College 3.73 0.60 

 

The post-hoc test using Games-Howell in the interaction with tax group 

demonstrates that a difference of sentiment towards tax is statistically significant 

between respondents with no interaction and respondents with a medium level. 

Table 5.16: Post-Hoc Test by Interaction with Tax Level 

Interaction with Tax Level Mean SD Sig. 

None 3.61 0.70 
p < 0.05 

Medium 3.81 0.48 

 

5.5.2. Perception of the Fairness of Tax System 

The descriptive statistics demonstrate that the perception of the fairness of the tax 

system is relatively neutral. This item is represented by two statements: one on the 

perception of fairness to the respondents themselves, and the other on the 

perception of the fairness to other taxpayers. The median and mode for both 

statements are 3, with means of 3.30 and 2.92 respectively. Standard deviation is 

0.75 for the first statement and 0.88 for the second statement. In the first statement 

the responses slightly tend towards positive agreement, with 133 (almost 40%) of 

respondents agreeing that the tax authority treats them fairly, just behind the neutral 

response, which had 152 respondents (45%). For the second statement, a similar 

number answered ‘Disagree’ and ‘Agree’, with 77 (22.8%) respondents disagreeing 

and 72 (21.3%) respondents agreeing that the tax system is fair to all taxpayers.  

Overall, the mean score of the fairness of the tax system is 3.11 with standard 

deviation of 0.82, and median and mode scores of 3. This demonstrates a neutral 

stance with an inclination to a positive opinion. The scores are presented in Table 

5.17 as follows: 
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Table 5.17: Mean, Median, Mode and Standard Deviation of Fairness of Tax 
System 

Item Statement Mean Median Mode SD 1 2 3 4 5 
Fair1 So far tax authority/tax 

office has treated me 
as a taxpayer fairly 

3.30 3 3 .75 4 41 152 133 8 

     1.2 12.1 45.0 39.3 2.4 

Fair2 So far tax system is fair 
to all taxpayers 

2.92 3 3 .88 20 77 160 72 9 

     5.9 22.8 47.3 21.3 2.7 
Fairness 3.11 3 3 0.82      
 

Further, the independent t-test results on the perception of the fairness of tax 

system reveal that the differences between groups based on gender, marital status 

and type of employment are not significant.  

The One Way ANOVA results reveal that the difference is statistically significant in 

two categories: Age (F (3,334) = 4.28, p < 0.05) and interaction with tax (F 

(3,334 = 2.98), p < 0.05). Post-hoc tests using Hochberg’s GT2 show that the 

differences are statistically significant between the respondents in the 50–64 years 

age group and the 30–49 years age group, and between the respondents in 50–64 

years age group and those under 30 (Table 5.18). 

Table 5.18: Post-Hoc Test of Fairness of Tax System by Age Group 

Age Group Mean SD Sig. 

Under 30 3.32 0.70 

p < 0.05 30–49 years 3.14 0.68 

50–64 years 2.89 0.76 

 

From Table 5.18 above, it can be seen that respondents in 50–64 years age group 

agree less that the tax system is fair compared to both groups of respondents under 

30 and between 30–49 years of age. 

Another statistically significant difference in this category is in the interaction with tax 

groups. The post-hoc results show that there is a statistically significant difference 

between respondents who have no formal interaction with tax versus those who 

have high interaction, as well as between those who have medium interaction 

versus respondents who have high interaction with tax (Table 5.19). 
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Table 5.19: Post-Hoc Test of Fairness of Tax System by Interaction with Tax 
Level 

Interaction with Tax Level  Mean SD Sig. 

None 3.09 0.65 

p < 0.05 Medium 3.02 0.79 

High 3.50 0.57 

 

Table 5.19 demonstrates that respondents who have a high level of formal 

interaction with tax are inclined to agree with the fairness of the tax system, 

compared to respondents who have no or a medium level of interaction. 

5.5.3. Trust in the Government 

Trust in the Government is represented by two statements, as shown in the 

following Table 5.20. The modes and medians for both statements are 3, indicating 

a neutral perception of the statements; however, the means demonstrate a slight 

tendency to disagreement, with scores of 2.96 and 2.85 respectively, with standard 

deviation of around 0.8. The number of respondents who ‘Agree’ with Statement 1 is 

higher than those who ‘Disagree’, but the three respondents (0.9%) who responded 

‘Strongly Agree’ are outnumbered by 14 respondents (4.1%) who ‘Strongly 

Disagree’. For Statement 2, it is clearer that the number of respondents who reject 

the statement is higher than those who accept the statement—109 (32.2%) 

‘Disagree’ and 9 (2.7%) ‘Strongly disagree’, compared to only 67 (19.8%) who 

‘Agree’ and 4 (1.2%) who ‘Strongly agree’—that the government has used the tax 

money for the welfare of the people.  

Overall, Trust in the Government has mean score of 2.90 with standard deviation of 

0.81, indicating a relatively neutral stance but skewing to disagreement with positive 

statements about trust in the government performing its task and utilising tax money. 
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Table 5.20: Mean, Median, Mode and Standard Deviation of Trust in the 
Government 

Item Statement Mean Median Mode SD 1 2 3 4 5 
Gov1 So far, the government 

has made best efforts for 
the welfare of the people 

2.96 3 3 .820 14 75 162 84 3 

     
4.1 22.2 47.9 24.9 0.9 

Gov2 So far, the tax money paid 
by the taxpayers has been 
utilised well by the 
government for the 
welfare of the people 

2.85 3 3 .808 9 109 149 67 4 

     
2.7 32.2 44.1 19.8 1.2 

Perception of Government 2.90 3 3 0.81      
 

The independent t-test shows that there is no statistically significant difference 

between categories with two groups. Thus, the difference in Trust in the 

Government between male and female, married and unmarried, and self-employed 

and employee respondents as individual taxpayers is statistically insignificant. 

Further, the One Way ANOVA test results demonstrate that the difference in Trust in 

the Government is statistically significant only in the education level group (F 

(2,335) = 5.33, p < 0.05). The post-hoc test using Hochberg’s T2 shows that the 

statistically significant difference occurs between respondents who have up to high 

school level of education and those who have college level (Table 5.21). 

Table 5.21: Post-Hoc Test of Trust in the Government by Education Level 

Education Level Mean SD Sig. 

High School or lower 2.65 0.72 
p < 0.05 

College 2.97 0.71 

 

Table 5.21 shows that the respondents who have a college education have 

statistically higher trust in the government than their counterparts who only have 

high school or lower level of education. 

5.5.4. Trust in the Tax Authority 

Trust in the Tax Authority is constructed from six statements on the government and 

tax authority. It needs to be noted that the addition of two statements (Auth1) and 

(Auth2) in the following Table 5.22 is the result of the PCA as previously discussed 

in Section 5.3. The median and modes of all the statements are 3, representing a 

neutral viewpoint. However, the grand mean score of the item is 3.13 with standard 

deviation of 0.86, exhibiting a tendency to agree with the positive statements 
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presented. Only Statement 1 has mean score of less than 3 (2.96) as shown in 

Table 5.22 as follows: 

Table 5.22: Mean, Median, Mode and Standard Deviation of Trust in Tax 
Authority 

Item Statement Mean Median Mode SD 1 2 3 4 5 

Auth1 
In general, government 
employees have done their 
job well 

2.96 3 3 .83 10 87 152 83 6 

      
3.0 25.7 45.0 24.6 1.8 

Auth2 
In general, government 
employees have good 
integrity 

3.01 3 3 .82 11 75 158 88 6 

      
3.3 22.2 46.7 26.0 1.8 

Auth3 
So far the Directorate General 
of Taxes has done its job of 
collecting tax revenue well 

3.20 3 3 .86 14 49 138 130 7 

      
4.1 14.5 40.8 38.5 2.1 

Auth4 Service of Tax Office is 
already good 3.29 3 3 .85 15 29 151 128 15 

      
4.4 8.6 44.7 37.9 4.4 

Auth5 
In general, tax officers / the 
Directorate General of Taxes 
employees have done their 
job well 

3.18 3 3 .88 17 47 142 122 10 

      
5.0 13.9 42.0 36.1 3.0 

Auth6 
In general, tax officers / the 
Directorate General of Taxes 
employees have good 
integrity 

3.14 3 3 .87 18 45 157 109 9 

      
5.3 13.3 46.4 32.2 2.7 

Perception of Authorities 3.13 3 3 0.86      
 

Examination of the response means more closely finds that the respondents agree 

more with statements regarding perception of the tax authorities in comparison to 

the statements on the government. Perceptions regarding the tax authority are 

captured in Statements 3–6, while Statements 1 and 2 reflect perception of the 

government.  

The independent t-test shows there is no statistically significant difference between 

groups based on gender, marital status and type of employment. However, One 

Way ANOVA tests result in statistically significance differences in the following 

categories: city (F (2,335) = 3.26, p < 0.05), age (F (3,334) = 2.88, p < 0.05), 

employment status (F (4,332) = 3.86, p < 0.005) and financial status (F 

(3,334) = 4.94, p < 0.005). 

Post-hoc tests were carried out to examine the difference between the groups. 

Hochberg’s GT2 test does not show a statistically significant difference between 

cities, while a statistically significant difference occurs between the 30–49 years age 

group and the 50–64 years age group (Table 5.23). 
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Table 5.23: Post-Hoc Test of Perception of Tax Authorities by Age Group 

Age Group Mean SD Sig. 

30-49 years 3.20 0.68 
p < 0.05 

50-64 years 2.93 0.80 

Table 5.23 shows that respondents in the 30–49 years age group tend to express 

agreement with the statement, compared to the 50–64 years age group. 

Further, the post-hoc test reveals a statistically significant difference between private 

enterprise employees and government employees (Table 5.24)—government 

employees consider authorities more positively than private enterprise employees. 

Table 5.24: Post-Hoc Test of Perception of Tax Authorities by Employment 
Status 

Employment Status Mean SD Sig. 

Private Enterprise 

Employees 

3.02 0.73 

p < 0.005 

Government Employees 3.73 0.48 

 

Turning to financial status, the post-hoc test demonstrates a statistically significant 

difference between respondents who claim they had consistent financial difficulties 

over the past year and those who had no difficulties; the difference is also 

statistically significant between those always experiencing difficulties and those who 

only occasionally experienced difficulties (Table 5.25). 

Table 5.25: Post-Hoc Test of Perception of Tax Authorities by Financial 
Difficulty 

Financial Difficulty Mean SD Sig. 

Always 2.39 0.99 

p < 0.05 Occasionally 3.16 0.69 

Never 3.26 0.56 

 

Table 5.25 above demonstrates that the respondents who claim they always have 

financial difficulty scored a statistically lower mean than those who never have such 

difficulty, and those who just have difficulty occasionally. 
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5.5.5. Perception of the Legal System 

Perception of the legal system is captured in four statements asking about 

respondents’ perceptions of law enforcement and the performance of law apparatus. 

While the modes and medians of all the statements are 3, none of the statements 

has a score of 3 or more. This shows respondents’ inclination towards disagreement 

with the positive statements regarding the law and its enactment as presented in the 

questionnaires. Means range from 2.52 to 2.95, with a grand mean of 2.67 and 

grand standard deviation of 0.81 as shown in Table 5.26 as follows: 

Table 5.26: Mean, Median, Mode and Standard Deviation of Perception of the 
Legal System 

Item Statement Mean Median Mode SD 1 2 3 4 5 

Law1 Law in Indonesia has 
been implemented justly 2.58 3 3 .82 28 130 137 42 1 

      
8.3 38.5 40.5 12.4 0.3 

Law2 
The law implementation in 
Indonesia is going on the 
better track 

2.95 3 3 .86 16 81 152 83 6 

      
4.7 24.0 45.0 24.6 1.8 

Law3 In general, law apparatus 
have done their job well 2.62 3 3 .78 23 123 152 39 1 

      
6.8 36.4 45.0 11.5 0.3 

Law4 In general, law apparatus 
have good integrity 2.52 3 3 .77 27 138 143 29 1 

      
8.0 40.8 42.3 8.6 0.3 

Perception of the Legal System 2.67 3 3 0.81      
 

The independent t-tests show no statistically significant difference between gender, 

marital status and type of employment. However, One Way ANOVA reveals that the 

differences are statistically significant by age (F (3,334) = 5.29, p < 0.005), 

education (F (2,335) = 8.96, p = 0.000), financial situation (Welch’s F 

(3,30.60) = 3.23, p < 0.05), and interaction with tax (Welch’s F (3,73.01) = 4.80, 

p < 0.05). 

Subsequent post-hoc tests reveal a statistically significant difference between the 

30–49 years age group and the 50–64 years age group (Table 5.27)—respondents 

in the 50–64 years age group have a lower mean score than respondents in the 50–

64 years age group in relation to perception of the legal system. 
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Table 5.27: Post-Hoc Test of Perception of the Legal System by Age Group 

Age Group Mean SD Sig. 

30-49 years 2.76 0.64 
p < 0.005 

50-64 years 2.46 0.69 

 

As regards education, there is a statistically significant difference between 

respondents who have high school education or lower and those who have college 

level education, as well as those who have post-graduate level education (Table 

5.28). 

Table 5.28: Post-Hoc Test of Perception of the Legal System by Education 
Level 

Education Level Mean SD Sig. 

Up to High School 2.37 0.64 

p < 0.005 College 2.73 0.65 

Post-Graduate 2.79 0.64 

 

For financial situation, the post-hoc test shows a statistically significant difference 

between the respondents who answered they never have any financial difficulty and 

those who often do (Table 5.29), with the former group having a higher mean. 

Table 5.29: Post-Hoc Test of Perception of the Legal System by Financial 
Situation 

Financial Difficulty Mean SD Sig. 

Often 2.46 0.73 
p < 0.05 

Never 2.83 0.59 

 

Lastly, the post-hoc test for interaction with tax reveals a statistically significant 

difference between those in the low interaction group and those in the high 

interaction group, and between the medium interaction group and with the high 

interaction group. The means and standard deviation of the groups are presented in 

Table 5.30. 
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Table 5.30: Post-Hoc Test of Perception of the Legal System by Interaction 
with Tax Level 

Interaction with Tax Level Mean SD Sig. 

Low 2.52 0.75 p < 0.05 

Medium 2.52 0.70 p < 0.005 

High 3.00 0.52  

 

Table 5.30 above shows that respondents who have a high level of interaction have 

higher mean scores than their counterparts who have low and medium levels of 

formal interaction with tax. However, the difference between those with high and 

medium interactions with tax has a p value of < 0.005, whereas the difference 

between those with high and low levels of tax interaction has a p value of < 0.05. 

5.5.6. Attitude to Democracy 

Three statements emerged from the PCA representing respondents’ perception on 

Indonesian democracy. The first two pertain to the perception of democracy in 

general, while the third is a statement about people’s access to information about 

how their tax is spent by the government.  

The first two statements received mode and median scores of 3 (neutral), with a 

positive inclination towards democracy represented by mean scores of 3.30 and 

3.21. The standard deviation is relatively high, at 0.93 and 0.99 respectively. For the 

third statement, however, the mean score is 2.97—still neutral but indicating a slight 

tendency to disagreement with the statement that people have access to information 

on how tax is spent. This is also demonstrated by the mode of the statement of 2, 

with 119 respondents (35.2%) saying they ‘Disagree’ with the statement. The 

standard deviation for the third statement is 1.03. Overall, the mean score for the 

democracy item is 3.16, with standard deviation of 0.99. The scores are presented 

in Table 5.31 as follows: 
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Table 5.31: Mean, Median, Mode and Standard Deviation of Attitude to 
Democracy 

Item Statement Mean Median Mode SD 1 2 3 4 5 
Dem1 So far democracy is well 

implemented in Indonesia 3.30 3 3 .93 6 52 154 86 40 
 

     
1.8 15.4 45.6 25.4 11.8 

Dem2 So far people have 
opportunity to monitor the 
government performance 

3.21 3 3 .99 5 89 110 98 36 

 
     

1.5 26.3 32.5 29.0 10.7 
Dem3 So far people have 

opportunity to monitor what 
tax money is spent for by 
the government 

2.97 3 2 1.03 11 119 109 67 32 

      
3.3 35.2 32.2 19.8 9.5 

Democracy 3.16 3 3 0.99      
 

Further, the independent t-test shows that the difference in perception of democracy 

is statistically significant for the marital status group (t (336) = 2.09, p < 0.05) and 

employment type group (t (336) = −2.09, p < 0.05) (Table 5.32 and Table 5.33). 

Table 5.32: The Independent t-test of Attitude to Democracy by Marital Status 

Marital Status Mean SD Sig. 

Married 3.19 0.84 
p < 0.05 

Not Married 2.88 0.73 

 

Table 5.33: The Independent t-test of Attitude to Democracy by Employment 
Type 

Employment Type Mean SD Sig. 

Self-Employed 3.04 0.82 
p < 0.05 

Employee 3.23 0.83 

 

It can be seen from Table 5.32 and Table 5.33 that respondents who are married 

have higher mean score than unmarried respondents, while those who are 

employed have a higher mean score than the self-employed. 

One Way ANOVA tests showed that the difference is significant in seven groups: 

city (F (2,335) = 8.15, p = 0.00), age (Welch’s F (3,20.20) = 7.05, p < 0.005), 

education (F (2,335) = 11.07, p = 0.00), religion (F (5,332) = 8.29, p = 0.000), 

financial situation (F (3,334) = 2.72, p < 0.05), length of time registered as a 

taxpayer (Welch’s F (3,128.77) = 5.50, p < 0.005) and interaction with tax (Welch’s F 

(3,77.83) = 3.53, p < 0.05). 
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As regards city, the subsequent post-hoc tests demonstrate that the difference is 

statistically significant between respondents from Medan and Jakarta, with 

respondents in Medan having mean score lower than those in Jakarta—a score of 

2.80 compared to 3.28, with significance p = 0.000. 

As regards age, the statistically significant difference occurs between respondents 

under 30 years of age and those aged 30–49 years, and respondents aged 30–49 

years and those aged 50–64 years. Respondents aged 30–49 years have a higher 

mean score, a more positive perception of democracy, than the other two groups, 

with a mean of 3.29 compared to 2.96 and 2.92, with significance of p < 0.05 and 

p < 0.005 respectively. 

As regards education, respondents who have high school education or lower have a 

statistically significant difference compared to those who have college and post-

graduate level education. Respondents who have high school education or lower 

have lower mean scores than the other two groups—2.75 compared to 3.24 and 

3.36, with significant levels of p < 0.005. 

Further, differences exist between Muslims and Protestants, Catholics and 

Protestants, Catholics and Buddhists and Catholics and Kong Hu Cu respondents 

(the Hindu respondent was excluded from the test, as it cannot operate with a 

sample fewer than two). Among these groups, Catholics had the highest mean 

score of 3.53. 

Further, the post-hoc test reveals that respondents who claim to have never had any 

financial difficulty over the past year have a statistically significant difference in their 

perception of democracy than those who claim to have had such difficulty 

occasionally. The former group has a mean score of 3.42 with standard deviation of 

0.81, higher than the latter group, who had a mean score of 3.09 with standard 

deviation of 0.85. 

As regards length of time registered as taxpayer, those who had been registered for 

5–10 years have a statistically significant difference to those who had been 

registered for 2–5 years and those who had had their Tax Identification Number for 

more than ten years. 

As regards interaction with tax, a statistically significant difference occurs between 

respondents who had no formal interaction and those who had a medium level of 

formal interaction with tax. However, it should be noted data in the last two 

categories fail to pass the homogeneity assumption, and for the last category, the 

significance is p < 0.05. 
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The above results are summarised in Table 5.34 to Table 5.41. 

Table 5.34: Post-Hoc Test of Attitude to Democracy by City 

City Mean SD Sig. 

Jakarta 3.28 0.82 
p = 0.000 

Medan 2.80 0.85 

 

Table 5.35: Post-Hoc Test of Attitude to Democracy by Age Group 

Age Group Mean SD Sig. 

Under 30 2.96 0.59 p < 0.05 

50–64 years 2.92 0.71 p < 0.005 

30–49 years 3.29 0.89  

 

Table 5.36: Post-Hoc Test of Attitude to Democracy by Education Level 

Education Level Mean SD Sig. 

Up to High School 2.75 0.66 

p < 0.005 College 3.24 0.83 

Post-Graduate 3.36 0.85 

 

Table 5.37: Post-Hoc Test of Attitude to Democracy by Religion 

Religion Mean SD Sig. 

Islam 3.24 0.78 
p < 0.005 

Protestant 2.77 0.70 

 

Table 5.38: Post-Hoc Test of Attitude to Democracy by Religion 

Religion Mean SD Sig. 

Catholic 3.53 0.89 

p < 0.005 Protestant 2.77 0.70 

Buddha 2.80 0.80 

Kong Hu Cu 2.69 0.70 p < 0.05 
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Table 5.39: Post-Hoc Test of Attitude to Democracy by Financial Situation 

Financial Difficulty Mean SD Sig. 

Never 3.42 0.81 
p < 0.05 

Occasionally 3.09 0.85 

 

Table 5.40: Post-Hoc Test of Attitude to Democracy by Length of Being 
Registered  

Length Registered Mean SD Sig. 

2–5 years 2.97 0.78 p < 0.005 

> 10 years 2.97 0.57 p < 0.05 

5–10 years 3.36 0.89  

 

Table 5.41: Post-Hoc Test of Attitude to Democracy by Interaction with Tax 
Level 

Interaction with Tax Level Mean SD Sig. 

None 3.25 0.92 
p < 0.05 

Medium 2.96 0.65 

 

5.5.7. Perception of Public Goods 

Perception of public goods is captured in four statements. The first three refer 

directly to public goods and service provided by the government, and all have mode 

and median scores of 3. However, all the mean scores are less than 3—2.82, 2.82 

and 2.70 respectively—indicating slight disagreement with the positive statements 

regarding public goods provided. Statement 4 refers to the relationship between 

services and tax payments, and scores more strongly positive, with mean 3.48. Most 

of the respondents chose 4 (‘Agree’), indicating agreement about the link between 

paying tax and public facilities and services as shown in Table 5.42. 
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Table 5.42: Mean, Median, Mode and Standard Deviation of Perception of 
Public Goods 

Item Statement Mean Median Mode SD 1 2 3 4 5 
PubG1 In general, public facilities (road, 

schools, etc.) provided by the 
government are already good 

2.82 3 3 .864 12 116 139 62 9 
 

    
3.6 34.3 41.1 18.3 2.7 

PubG2 In general, public service 
(permits, healthcare, education, 
etc.) provided by the 
government are already good 

2.82 3 3 .860 11 121 129 71 6 
 

    
3.3 35.8 38.2 21.0 1.8 

PubG3 Public service and facilities 
provided by the government are 
comparable with the tax paid by 
the taxpayers 

2.70 3 3 .870 25 116 136 58 3 
 

    
7.4 34.3 40.2 17.2 0.9 

PubG4 If the taxpayers pay tax well, 
public facilities and services 
provided by the government will 
be good too 

3.47 4 4 .848 5 36 120 149 28 
 

    
1.5 10.7 35.5 44.1 8.3 

Public Goods 2.95 3 3 0.86       
 

Independent t-tests reveal no statistically significant difference between groups in 

the gender, marital status and employment type categories. One Way ANOVA tests, 

however, show five groups have statistically significant differences: city (F 

(2,335) = 3.40, p < 0.05), age (F (3,334) = 5.79, p < 0.005), education (F 

(2,335) = 3.60, p < 0.05), religion (F (4,332) = 3.08, p < 0.05) and employment 

status (F (4,332) = 3.90, p < 0.05). 

As regards city, the further post-hoc tests reveal that the difference is statistically 

significant between respondents from Medan and from Surabaya. As regards age, 

the statistically significant difference appears between respondents aged 30–49 

years and those aged under 30 years, and respondents aged 30–49 years and 

those aged 50–64 years. 

Further, as regards education, there is a statistically significant difference between 

respondents who only have education level up to high school and those with a 

college level education. As regards religion, however, post-hoc tests do not reveal 

any statistically significant difference between any pair in the group. As regards 

employment status, a statistically significant difference occurs between private 

corporate employees and government employees. Summaries of the differences are 

presented in Table 5.43 to Table 5.46. 
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Table 5.43: Post-Hoc Test of Perception of Public Goods by City 

City Mean SD Sig. 

Surabaya 3.07 0.67 
p < 0.05 

Medan 2.78 0.65 

 

Respondents from Surabaya score higher than their counterparts from Medan in 

terms of positive perception about public goods (Table 5.43). The mean score in 

Surabaya is 3.07 with standard deviation 0.67, while respondents in Medan have 

mean score of 2.78 with standard deviation of 0.65.  

Table 5.44: Post-Hoc Test of Perception of Public Goods by Age Group 

Age Group Mean SD Sig. 

30–49 years  3.06 0.64  

Under 30 2.69 0.64 p < 0.005 

50–64 years 2.81 0.65 p < 0.05 

 

Respondents in 30–49 years age group have a better perception of public goods in 

comparison with the under 30 years group and the 50–64 years age group. The first 

group has mean score of 3.06 with standard deviation 0.64, while the other two 

groups have mean scores of 2.69 and 2.81 respectively, with standard deviations of 

0.64 and 0.65. However, the difference between the 30–49 years age group and the 

under 30 years age group has a higher statistical significance of p < 0.005, while the 

other difference has p < 0.05. 

Table 5.45: Post-Hoc Test of Perception of Public Goods by Education Level 

Education Level Mean SD Sig. 

Up to High School 2.76 0.58 
p < 0.05 

College 2.99 0.67 

 

Respondents who have high school education or lower have lower mean scores 

compared to respondents with college level education. While both score mean less 

than 3, the mean of the high school or lower group is significantly lower, at 2.76 and 

standard deviation of 0.58. The college education level group scores a slightly 

higher mean of 2.99, with standard deviation of 0.67. 
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Table 5.46: Post-Hoc Test of Perception of Public Goods by Employment 
Status 

Employment Status Mean SD Sig. 

Private Enterprise Employee 2.87 0.66 
p < 0.05 

Government Employee 3.43 0.57 

 

Government employees have a more positive perception of the provided public 

goods than their private enterprise counterparts. The government employee 

respondents score a mean of 3.43 with standard deviation of 0.57, while the private 

enterprise employees have a far lower mean of 2.87 with standard deviation of 0.66.  

5.5.8. Attitude to Punishment 

Three statements measure respondent attitude to tax penalty. Several forms of 

punishment are considered—penalty, audit and damage to reputation—in relation to 

why respondents pay their taxes. Most respondents agree with the statements, as 

shown by the mode score of 4 (Agree) (Table 5.47). The means also relatively 

strong positive scores of 3.25, 3.30 and 3.21, with relatively high standard deviations 

of 0.99, 1.00 and 0.95. The grand mean score and standard deviation are 3.25 and 

0.99. Overall, respondents’ attitude to paying tax is influenced by fear of incurring 

penalties. 

Table 5.47: Mean, Median, Mode and Standard Deviation of Attitude to 
Punishment 

Item Statement Mean Median Mode SD 1 2 3 4 5 
Pun1 I pay tax because I do not 

want to get penalty 3.24 3 4 .99 14 73 88 143 20 
 

    
4.1 21.6 26.0 42.3 5.9 

Pun2 I pay tax because I do not 
want to get audited 3.29 4 4 1.00 14 72 76 154 22 

 
    

4.1 21.3 22.5 45.6 6.5 
Pun3 I pay tax because not paying 

tax obligations may ruin my 
reputation 

3.20 3 4 .95 11 74 108 125 20 
 

    
3.3 21.9 32.0 37.0 5.9 

Punishment 3.25 3 4 0.99           
 

Independent t-tests show that there is no statistically significant difference between 

groups by gender, marital status and employment type. One Way ANOVA tests 

demonstrate that the respondents’ different attitudes to punishment are only 

statistically significant for city (F (2,335) = 5.27, p < 0.05) (Table 5.48). Respondents 

in Medan have a higher mean score than respondents in Jakarta (Table 5.48)—

3.47, with standard deviation of 0.58, relative to 3.19 with standard deviation 0.58. 
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Table 5.48: Post-Hoc Test of Attitude to Punishment by City 

City Mean SD Sig. 

Jakarta 3.19 0.69 
p < 0.05 

Medan 3.47 0.58 

 

5.5.9. Tax Morale 

To measure tax morale, four statements about perception and willingness to pay tax 

were presented, including a statement about evading tax obligations and whether it 

is in accordance with or against the respondents’ view.27 The four statements score 

4 for mode and median, demonstrating strong agreement with the positive 

statements on willingness to pay tax. The means are 3.91, 3.64, 3.55 and 3.68 

respectively, with standard deviations of 0.79, 0.90, 0.87 and 0.87. The grand mean 

score is 3.70 with standard deviation of 0.86. 

Table 5.49: Mean, Median, Mode and Standard Deviation of Tax Morale 

Item Statement Mean Median Mode SD 1 2 3 4 5 
TMO1 Paying tax is the 

responsibility of any able 
citizen 

3.91 4 4 .79 2 17 59 191 69 

     
0.6 5.0 17.5 56.5 20.4 

TMO2 I pay tax willingly without 
any other’s influence / 
pressure  

3.64 4 4 .90 2 40 90 152 54 

     
0.6 11.8 26.6 45.0 16.0 

TMO3 Evading tax obligation is 
against my principle 3.55 4 4 .87 2 38 113 142 43 

     
0.6 11.2 33.4 42.0 12.7 

TMO4 I have willingly paid my 
taxes so far 3.68 4 4 .87 2 34 85 166 51 

     
0.6 10.1 25.1 49.1 15.1 

Tax Morale 3.70 4 4 0.86           
 

Further, while independent t-tests do not exhibit a difference between gender, 

marital status and employment type groups, One Way ANOVA tests show that there 

are statistically significant differences in tax morale among some groups, including 

age (F (3,334) = 8.11, p = 0.000), education (F (2,335) = 17.14, p = 0.000) and 

financial situation (F (3,334) = 11.10, p = 0.000). 

Further post-hoc tests demonstrate that for the age group, the statistically significant 

difference occurs between the respondents aged 50–64 years and those aged 

under 30 years and aged 30–49 years (Table 5.50). 

                                                           
27  See Section 4.3.1.4 for discussion about the statement construction 
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Table 5.50: Post-Hoc Test of Tax Morale by Age Group 

Age Group Mean SD Sig. 

50–64 years  3.38 0.68  

Under 30 3.77 0.64 p < 0.05 

30–49 years 3.79 0.62 p < 0.005 

 

Respondents in the 50–64 years age group have a lower mean for tax morale than 

those under 30 years and in the 30–49 years age group (Table 5.50). Further, the 

difference for the 30–49 years age group is highly significant, with p < 0.005. 

As regards education, the statistically significant difference appears between 

respondents who have education up to high school and those who have college 

level education, as well as with those who have post-graduate level education 

(Table 5.51). 

Table 5.51: Post-Hoc Test of Tax Morale by Education Level 

Education Level Mean SD Sig. 

Up to High School  3.29 0.69  

College 3.80 0.62 p < 0.005 

Post-Graduate 3.73 0.53 p < 0.005 

 

Respondents who have high school or lower education score a mean lower than the 

other two groups (Table 5.51). In addition, the difference is statistically highly 

significant for both comparisons. 

For financial situation, respondents who had no financial difficulties over the past 

year have statistically significant differences of means relative to those who claim 

they occasionally, often and always experience such problems. In addition, 

responses from respondents who claim they have difficulties occasionally are also 

statistically significantly different from the responses from respondents who ‘often’ 

experience difficulties. The summaries of the differences are presented in Table 

5.52 and Table 5.53. 
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Table 5.52: Post-Hoc Test of Tax Morale by Financial Situation 

Financial Difficulty Mean SD Sig. 

Never 3.98 0.58  

Occasionally 3.71 0.64 p < 0.05 

Often 3.37 0.64 p = 0.000 

Always 3.18 0.60 p = 0.005 

 

Respondents who never experience financial difficulties have the highest mean 

score among the groups (Table 5.52)—3.98 with standard deviation of 0.58. The 

difference between ‘never have financial difficulty’ and those who ‘often’ and 

‘always’ experience difficulties is highly significant statistically, with p < 0.005. 

Table 5.53: Post-Hoc Test of Tax Morale by Financial Situation 

Financial Difficulty Mean SD Sig. 

Occasionally 3.71 0.64 
p < 0.005 

Often 3.37 0.64 

 

Further, the difference between respondents who claim they occasionally have 

difficulty and those who claim they often have difficulty is statistically significant 

(p < 0.005). The mean for tax morale of the former group is higher, 3.71 with 

standard deviation of 0.64, compared to 3.37 with a similar standard deviation score. 

5.5.10. Attitude to Tax Evasion 

Four statements comprise this item, on respondents’ attitude to tax evasion. While 

all mode scores are 2, medians are divided between scores of 2 and 3. 

Nevertheless, overall scores exhibit an inclination towards disagreement with tax 

evasion. The mean scores are all less than 3—2.80, 2.53, 2.58 and 2.59 

respectively, with standard deviations of 0.97, 0.93, 0.96 and 1.00. The grand mean 

is 2.62 with standard deviation of 0.97. 
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Table 5.54: Mean, Median, Mode and Standard Deviation of Attitude to Tax 
Evasion 

Item Statement Mean Median Mode SD 1 2 3 4 5 

TEV1 
If there is a chance, 
taxpayers better evade 
paying tax 

2.80 3 2 .97 30 108 106 89 5 

 
 

    
8.9 32.0 31.4 26.3 1.5 

TEV2 Evading tax obligation is not 
a serious crime 2.53 2 2 .93 36 151 93 53 5 

 
 

    
10.7 44.7 27.5 15.7 1.5 

TEV3 
A taxpayer should not feel 
ashamed if she or he gets 
caught of evading paying 
tax 

2.58 2 2 .96 41 134 92 69 2 

 
 

    
12.1 39.6 27.2 20.4 0.6 

TEV4 
Taxpayers should not report 
all of their income to tax 
authority / Tax Office 

2.59 3 3 1.00 55 101 115 63 4 

 
 

    
16.3 29.9 34.0 18.6 1.2 

Tax Evasion 2.62 3 2 0.97      
 

Further independent t-tests reveal no statistically significant difference between 

gender, marital status and type of employment group. The One Way ANOVA tests 

show that there are statistically significant differences in some groups: city (Welch’s 

F (2,123.48) = 4.93, p < 0.05), education (F (2,335) = 9.69, p = 0.000), financial 

situation (F (3,334) = 4.29, p = 0.000) and interaction with tax (F (3.334) = 2.77, 

p < 0.05).  

Summaries of the differences are presented in Table 5.55 to Table 5.57. 

Table 5.55: Post-Hoc Test of Attitude to Tax Evasion by City 

City Mean SD Sig. 

Jakarta 2.70 0.74 
p < 0.05 

Medan 2.33 0.80 

 

Respondents from Medan have a lower mean score than those from Jakarta (Table 

5.55)—2.33 with standard deviation of 0.80, relative to 2.70 with standard deviation 

of 0.70. This difference is statistically significant, with p < 0.05. 
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Table 5.56: Post-Hoc Test of Attitude to Tax Evasion by Education Level 

Education Level Mean SD Sig. 

Up to High School  3.00 0.83  

College 2.52 0.79 p = 0.000 

Post-Graduate 2.55 0.71 p < 0.05 

 

Those who have an education level of high school and lower demonstrate a neutral 

stance towards the statements on tax evasion compared to respondents in other 

groups, with mean of 3.00 and standard deviation of 0.83. Those who have college 

and post-graduate levels of education have mean scores of 2.52 and 2.55, 

indicating an inclination to disagree with tax evasion. In addition, the difference 

between the high school or lower education level group and the college level group 

is statistically significant, with p = 0.000. 

Table 5.57: Post-Hoc Test of Attitude to Tax Evasion by Financial Situation 

Financial Difficulty Mean SD Sig. 

Often 2.96 0.76  

Occasionally 2.59 0.82 p < 0.05 

Never 2.35 0.72 p = 0.000 

 

Respondents who claim they never experienced financial difficulty over past year 

are observed to more strongly disagree with tax evasion than those who responded 

they ‘often’ and ‘occasionally’ had difficulty. In particular, the difference between the 

‘never’ and ‘often’ groups is highly statistically significant, with p = 0.000. 

However, there is no statistical evidence of difference in attitudes to tax evasion in 

interaction with tax groups (p > 0.05). 

5.5.11. Summary of Descriptive Statistics and Mean Test 

This section summarises the descriptive and mean tests conducted for the 

statements presented to the respondents. For ease of interpretation, items are the 

divided into three stance groups: positive (+), neutral, and negative (-). A positive 

stance represents inclination to agreement, while negative represents inclination to 

disagreement towards the item. The modes and medians of the statements are 

presented; however, inclination towards positive or negative stance is largely 

derived from the grand mean score of each item.  
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On average, respondents show agreement with five items: sentiment towards tax, 

perception of authorities, perception of democracy, attitude to punishment and 

willingness to pay tax (Table 5.58). Conversely, there are indications of general 

disagreement for trust in the government, law and its enforcement, perception of 

public goods and service provision and tax evasion. One item, fairness of tax 

system, was perceived neutrally. 

Table 5.58: Tendencies of the Topics 

Item Mean Median Mode SD Stance 

Sentiment towards Tax  3.69 4 4 0.77 + 

Perception of Authorities 3.13 3 3 0.86 + 

Attitude to Democracy 3.16 3 3 0.99 + 

Attitude to Punishment  3.25 3 4 0.99 + 

Tax Morale  3.70 4 4 0.86 + 

Fairness of Tax System  3.11 3 3 0.82 Neutral 

Trust in the Government  2.90 3 3 0.81 - 

Law and Its Enforcement  2.67 3 3 0.81 - 

Public Goods 2.95 3 3 0.86 - 

Tax Evasion 2.62 3 2 0.97 - 

 

5.5.12. Summary of p Values of Each Topic by Group 

This section summarises the statistical differences among groups in each topic from 

the findings in Section 5.5.1 to 5.5.10. As shown in Table 5.59, the statistically 

significant differences in ‘Marital Status’ as well as ‘Type of Employment’ only exist 

in the attitude to democracy (Dem) topic. Further, if we observe the topic (horizontal 

column), the statistical differences as regards ‘sentiment to tax’ are only significant 

among respondents in education group (Education) and Interaction with Tax group. 

As regards tax morale (TMO), the differences are highly significant (p = 0.000) 

among age group (Age), education group, and Interaction with tax group. The 

complete statistically significant differences among groups (row) each topic 

(column), represented by p value are presented in Table 5.59 as follows:   
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Table 5.59: Summary of p Values of Each Topic by Group 

Category 
p value 

Sent Fair Gov Auth Law Dem PubG Pun TMO TEV 

Gender           

Marital Status      .05     

Type of 

Employment 
     .05     

City 
   

.05 
 

.001 .05 .05 
 

.05 

Age 
 

.005 .05 .05 .001 .001 .001 
 

.000 
 

Education .05 
 

.005 
 

.000 .000 .05 
 

.000 .000 

Religion 
     

.000 .05 
   

Employment Status 
   

.005 
  

.05 
   

Financial Situation 
   

.005 .05 .05 
  

.000 .000 

Interaction with Tax .05 .05 
 

.05 .05 .05 .05 
  

.05 

Sent: sentiment towards tax; Fair: perception of fairness of the tax system; Gov: trust in the 

government; Auth: trust in the tax authority; Law: perception of the legal system; Dem: 

attitude to democracy, PubG: perception of the public goods; TMO: tax morale; TEV: attitude 

to tax evasion. 

5.5.13. Correlation Analysis 

Further, correlation analysis was conducted to evaluate the relationship between the 

items and tax morale and attitude to tax evasion. This analysis is carried out to 

observe whether there is a relation of the willingness to pay tax as well as their 

attitude to tax evasion. ‘Attitude to tax evasion’ is added in correlation and later in 

multivariate regression analysis in order to compare the ‘willingness to pay tax’ or 

tax morale with the respondents’ attitude towards evading tax. The comparison is 

conducted in order to obtain more confident answers to explain the factors which 

influence the level of ‘willingness to pay tax’ or tax morale and the attitude towards 

evading tax or why people are inclined to evade tax.  

Most of the variables have a statistically significant correlation with tax morale and 

attitude to tax evasion (Table 5.60). For tax morale, only punishment is statistically 

non-significant, while the other seven variables have statistically significant positive 

correlations with the willingness to pay tax. Further, perception of the legal system, 

perception of public goods, sentiment towards tax, trust in the tax authority and trust 

in the government have moderately strong correlations with tax morale, with 
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coefficients greater than 0.2 (p < 0.01). Conversely, perception of fairness of the tax 

system and democracy have weak correlations with tax morale, with coefficients of 

less than 0.2. In addition, the correlation with democracy is significant (p < 0.05). 

From this analysis, it can be derived that statistically, the more positive the 

perception of respondents about the items, the higher their tax morale. The results 

are presented in Table 5.60 as follows: 

Table 5.60: Correlation between the Determinants of Tax Morale and the 
Determinants of Attitude to Tax Evasion 

Variable Tax Morale Tax Evasion 

Sentiment .26** −.14** 

Fairness .19** −.16** 

Government .21** −.10 

Authority .22** −.17** 

Law .29** −.16** 

Democracy .13* −.003 

Public Goods .28** −.05 

Punishment −.02 −.15** 

Notes: ** Correlation is significant at the 0.01 level (2-tailed). * Correlation is significant at the 

0.05 level (2-tailed). 

Further, several items have a negative correlation with attitude to tax evasion (Table 

5.60), including sentiment towards tax, perception of fairness of the tax system, trust 

in the tax authority, perception of the legal system and its enforcement and attitude 

to punishment. This can be interpreted as the more positive the respondents’ 

perceptions, the more they oppose tax evasion. However, correlations are weak, 

with coefficients less than 0.2. The correlations between attitude to tax evasion and 

trust in the government, perception of democracy and perception of public goods are 

statistically non-significant. 

5.5.14. Multivariate Regression 

Multivariate regression was conducted to examine whether the variables are 

statistically significant in affecting tax morale and tax evasion, and, if they are, how 

strong the effects are. The scores used are the mean scores of each theme. Thus, 

two linear regressions were carried out. Firstly, Model 1 is the regression with tax 

morale as the dependent variable. The independent variables are the sentiment 
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towards tax, perception of the fairness of the tax system, trust in the government, 

trust in the tax authority, perception of the legal system and its enforcement, 

perception of democracy, perception of public goods and attitude to punishment. 

Accordingly, the equation for the model is:  

Tax Morale = b0 + b1Sent + b2Fair + b3Gov + b4Auth + b5Law + b6Dem + b7PubG + b8Pun + e 

Secondly, in Model 2, tax evasion is the dependent variable, with independent 

variables the same as in Model 1: 

Tax Evasion = b0 + b1Sent + b2Fair + b3Gov + b4Auth + b5Law + b6Dem + b7PubG + b8Pun + e 

In Model 1, the regression result shows that the independent variables can predict 

tax morale (adjusted R2 = 0.12, F (8,329) = 6.80, p = 0.00); however, only ‘sentiment 

towards tax’ and ‘perception of the legal system’ are statistically significant 

determinants of tax morale. It, therefore, can be concluded that the ‘sentiment 

towards tax’ and ‘perception of the legal system’ have positive influence on the level 

of tax morale of the respondents. Moreover, the ‘perception of the legal system’ has 

more impact on the tax morale, as shown by a higher coefficient of 0.214 compared 

to ‘sentiment towards tax’ of 0.190 (standardised coefficient).    

In Model 2, the regression results in an adjusted R2 = 0.06, F (8,329) = 3.88 and 

p = 0.00. In this model, three independent variables are significant: ‘sentiment 

towards tax’, ‘trust in the tax authority’ and ‘attitude to punishment’. The other six 

variables are statistically non-significant. The results are summarised in Table 5.61. 

It can be concluded that ‘sentiment towards tax’, ‘trust in the tax authority’ and 

‘attitude to punishment’ influence the respondents’ attitude whether they want to 

evade tax or not. The coefficient are negative as shown in Table 5.61: Model 2: DV: 

Attitude to Tax Evasion, meaning that the higher their scores on the three topics, the 

less the inclination towards tax evading tax. Better sentiment towards tax, trust in tax 

authority, and more positive attitude to punishment will lead to less tax evasion. 

Trust in tax authority has higher influence on the attitude to tax evasion with 

coefficient of −0.166 compared to ‘sentiment towards tax’ (−0.127) and ‘Attitude to 

punishment’ (−0.118). 

The summary of the regression outputs for both models are presented in Table 5.61 

as follows while the complete results are presented in Appendix T (Model 1) and 

Appendix U (Model 2) of this thesis. 
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Table 5.61: Regression Output of Model 1 and Model 2 

 Model 1: DV = Tax Morale Model 2: DV: Attitude to Tax Evasion 

Variable 

Unstandardised 

Coefficients 
Standardised 

Coefficients 
Sig. 

Unstandardised 

Coefficients 
Standardised 

Coefficients 
Sig. 

B Std. 

Error Beta B Std. 

Error Beta 

Sentiment .202 .060 .190 .001 −.167 .077 −.127 .031 

Fairness −.015 .062 −.016 n.s. −.101 .079 −.088 n.s. 

Government −.047 .067 −.051 n.s. .068 .085 .061 n.s. 

Authority .080 .067 .086 n.s. −.190 .085 −.166 .026 

Law .212 .066 .214 .002 −.144 .085 −.118 n.s. 

Democracy −.026 .048 −.033 n.s. .095 .061 .097 n.s. 

Public Goods .095 .075 .094 n.s. .125 .095 .100 n.s. 

Punishment −.040 .051 −.042 n.s. −.139 .065 −.118 .033 
 

Note: DV = dependent variable. 

5.6.  Chapter Summary 

This chapter presents the procedures followed to survey respondents to provide 

quantitative data for this research, as well as the results of the quantitative analysis. 

The survey was designed using stratified random sampling based on the labour 

force in the three cities, and conducted in such a way to accurately infer the tax 

morale of the individual taxpayers in the three largest cities in Indonesia. Through a 

factor reduction process, the survey questions formed 10 categories, of which eight 

were categorised as independent variables and assessed for their influence on the 

tax morale of the individual taxpayers.  

The findings in this sections show high level of tax morale among the respondents. 

The analysis demonstrates that the level of tax morale of the respondents is inclined 

to be high, with grant score of 3.70 in five-point Likert scale. Further, there are 

several statistically significant differences in the level of tax morale among different 

types of taxpayers. The respondents who are in age group of 50-64 years old score 

lower level of tax morale than the other age group. As regards education, those who 

have lower education (up to high school) score lower level of tax morale. There are 

also differences in financial situation group, where the respondents who report they 

always had financial difficulties the year before score level of tax morale. The 
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findings from the multivariate regression also show that ‘sentiment to tax’ and 

‘perception of the legal system’ are the factors that statistically significant in 

influencing the level of tax morale of the respondents. The findings in this chapter 

will be analysed further in combination with the qualitative results to achieve the 

research objectives and to answer the research questions as queried in Chapter 1 

and will be discussed further in Chapter 7: Discussion. 

 



 

115 
 

  CHAPTER 6
QUALITATIVE DATA ANALYSIS 

6.1.  Introduction 

This chapter presents the process and the analysis of the qualitative data obtained 

from the interviews. First, the identification of the participants, the approach and the 

interview process are described. Participant profiles are presented to provide their 

relevant background information. Following a brief description of the interview 

questions and topics, the chapter continues to the analysis of each themes, 

including the themes that emerged from the interviews as an expansion of factors as 

analysed in quantitative approach in Chapter 5.  

Due to the lengthy content in this chapter which includes the interview direct quotes 

along the analysis, a summary of the interview findings is provided in section 6.5. 

page 165 in order to present the interview key findings in a concise manner. 

Subsequently, a chapter summary concludes this chapter. 

6.2.  The Interviews 

6.2.1. Interview Process 

The interviews for this research were conducted over two phases. The first involved 

individual taxpayers considered to have significant experience with taxes and willing 

to share their experiences and opinions on tax morale and related issues. Fifteen 

potential participants were approached, with nine willing to be interviewed. This first 

interview phase took place from July to August 2014. In addition, a multinational 

corporate tax manager was interviewed. He not only divulged his personal views 

and opinions as an individual taxpayer in his own right, but also provided information 

about individual taxpayers in general, gained through experience since joining the 

private sector in 1996, working as an accountant in the finance and tax department, 

handling corporate taxes as well as employees’ tax matters. Throughout the 

interview process, it was observed that it would be important to also gather insights 

from different angles about individual taxpayer compliance and other related 

matters. This measure was part of a triangulation approach in gathering qualitative 

data, carried out by viewing and analysing a topic from different perspectives (see 

Section 4.2.2). One beneficial measure was obtaining information from other parties 

who were related to individual taxpayers, operating as ‘informants’ about individual 

taxpayers and related matters. The information was expected to confirm and expand 

the information previously shared by the individual taxpayers.  
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The researcher subsequently searched for tax consultants who had had 

experiences in helping individual taxpayers in their tax-related matters. Approaches 

were made through two main channels: tax consultant offices and former tax 

officers, who had resigned from the DGT and had become tax consultants. Three 

tax consultant offices were visited in Jakarta, and former tax officers were contacted 

to introduce and approach tax consultants who had extensive experience in 

rendering services to individual taxpayers. Careful consideration was given to 

ensure that the tax consultants’ expertise and experiences were relevant to the 

objectives of this research. From six identified tax consultants assessed to be 

appropriate and knowledgeable, five were interviewed between January and 

February 2015. The interviews of the tax consultants brought the number of 

interview participants in this research to 15 in total, an appropriate number of 

interview participants as suggested by Creswell (1998).  

The selection of the taxpayers, tax consultants, and the tax manager for qualitative 

data in this research was consistent with suggestion by Beitin (2012) as in interview 

methods, participants were selected in a small number but represent the 

phenomena being studied. He also added that in interview ‘participants or 

informants are purposively selected to represent rich knowledge about the research 

questions’ (Beitin 2012, 465). Consequently, the combination of taxpayers, tax 

consultants, and tax manager in this research may provide rich data and broader 

perspectives.  

Eight interviews were conducted in Jakarta and seven were carried out in Medan. 

The places of interview were chosen in accordance with participants’ preferences. 

Two interviews were conducted in the participants’ residences, ten took place in the 

participants’ office or places of business, and three in other meeting places agreed 

by the participants. All costs incurred for the interviews, including preparation costs, 

were borne by the researcher.  

Before every interview was commenced, interview’s intention and purpose were 

explained, while showing the information letter to the participant, so that they 

understood their rights, including privacy of the information and that they were free 

to withdraw at any stage. Each participant was then given a consent form to sign. 

The date, place and time of interview were decided by the participant. 

All interviews were conducted in Indonesian language, and audio recorded, with 

approval from the participant. The recording of the interview was important for the 

researcher to use later for transcribing. The duration of the interviews ranged from 
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25–65 minutes. The list of interview key questions in Indonesian language is 

presented in Appendix K, while the English translation is presented in Appendix N. 

In the interview process, the research being conducted and the purpose of the 

interviews were first explained to the participants. They were also told that the 

interviews were voluntary and that they could withdraw at any stage without any 

consequences. All participants agreed to be recorded during the interviews and 

signed the consent forms. In general, the interviews lasted between 25–65 minutes. 

One interview took only about eight minutes because of the participant’s schedule; 

however, all relevant themes were considered covered in the interview. 

6.2.2. Participant Profiles 

Most of the participants were males, with two females, consisting of one individual 

taxpayer and one tax consultant. The age of participants ranged from 27 to 68 years 

old at the time the interviews were conducted. One participant had completed his 

doctoral degree, six others had Master’s degrees, seven had undergraduate 

degrees, and one participant had a diploma degree. No participant had only high 

school or less as his/her educational background. 

By profession, one participant was a private university lecturer, five were business 

owners, one was a lawyer, one a corporate finance director, one a corporate sales 

manager, one a corporate tax manager and five were tax consultants. 

The tax experience of the participants was wide, from two years to 30 years of 

experience. However, it was observed that some participants had more tax-related 

experience than they indicated; for instance, a case where interaction with the tax 

system occurred first in the early 1990s, implying experience stretching over 25 

years, however, the experience was anecdotal, and only in the last few years had 

interactions with tax intensified. Similar situations applied to participants who had 

been working for a longer period with income taxes withheld, but had delegated the 

withholding and filing to their employers without any considerable interest. Their 

experiences became more concrete following the issuance of regulations that 

obligated taxpayers to register, obtain an NPWP and file own tax return. Thus, the 

participants conveyed this as constituting their tax experience period, rather than 

including the earlier experiences. 

Participant profiles are presented in brief in Table 6.1. 
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Table 6.1: Interview Participant Profiles 

Label Gender 
Age 

(years) 

Highest Education 

Level 
Job Description 

Experience 

with Tax 

P1 Male 42 Doctoral Degree University Lecturer 5 years 

P2 Male 50 Undergraduate Business Owner 

(Automotive) 

11 years 

P3 Male 68 Undergraduate Business Owner (School/ 

Education) 

2 years 

P4 Male 42 Undergraduate Sales Manager 10 years 

P5 Male 44 Diploma Business Owner 

(Trade/Service) 

10 years 

P6 Male 52 Master’s Degree Lawyer/Justice of Peace 11 years 

P7 Female 66 Undergraduate Retiree/Business Owner 2 years 

P8 Male 39 Master’s Degree Director of Finance 

(Corporation) 

18 years 

P9 Male 45 Master’s Degree Tax Consultant 22 years 

P10 Female N/A Master’s Degree Tax Consultant 19 years 

P11 Male 36 Master’s Degree Tax Consultant 14 years 

P12 Male 27 Undergraduate Business Owner 

(Trade) 

5 years 

P13 Male 44 Master’s Degree Corporate Tax Manager 23 years 

P14 Male 47 Undergraduate General and Tax Consultant 26 years 

P15 Male 54 Undergraduate Tax Consultant 30 years 

 

6.3.  Analysis Process 

Interview data were collected and processed for the qualitative analysis of the 

research following five steps: transcribing, translating into English, identifying 

themes, categorising and analysing based on suggestion by Creswell (2003). The 

following subsections briefly describe the first four steps, with the analysis of the 

contents of each theme covered in Section 6.4.  

6.3.1. Transcribing 

Firstly, the interview recordings were transcribed into written form in order for the 

researcher to identify themes and process further more easily. All recordings were 

transcribed fully in order to comprehensively record the responses in full in writing 
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and maximally capture the ideas conveyed by the participants. All the interviews 

were transcribed in Indonesian language (the language of the interviews). 

The researcher performed all the transcribing because of the confidential nature of 

the information conveyed by the participants, including confidential cases and 

names. No other party was given access to the data. 

Each of the transcripts were then presented to the relevant participant in order to 

confirm that the transcription matched the information that they expressed in the 

interviews. Approvals for removing the confidential parts of the interviews were 

requested of participants, along with a signed statement that the transcripts 

corresponded to the information conveyed in the interviews. 

6.3.2. Translating 

After the transcribing process and the removal of the confidential parts, the 

transcripts were translated by the researcher. The researcher performed the 

translation as well, as the transcripts contained mainly terminology specific to 

taxation that sworn translators might not be familiar with. After all the transcripts 

were translated into English, the translated versions were presented to the 

participants to ensure that the English versions captured the same content. On 

approval, participants were asked to sign a statement stating the translation was 

same as the Indonesian version. 

6.3.3. Identifying Themes 

A continuing analysis on categorisation was conducted by the researcher during the 

process of transcribing and translating the transcripts. However, after the interviews 

were fully transcribed and translated, the full analysis to categorise the themes 

emerging in the interviews was conducted using the transcripts. To make the 

process easier, a colour-coding measure was conducted, assigning different, 

specific colours to paragraphs for each emerging theme. 

Initially, as many as 13 themes were captured, comprising the following: perception 

of tax, trust in the tax authority, perception of whether tax had been collected well, 

perception of whether tax had been utilised well, trust in the government, tax and 

public goods and services, the benefits of tax, factors that influence the decision to 

pay tax, factors that influence the willingness to pay tax, ‘zakat’ and religious 

charities, tax education and information dissemination and other themes and 

comments. The last item contained several themes mentioned by a participant 

during the interview but with much less frequency than other issues. Therefore, 

while still substantial, other themes proved to be supported by many participants 
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and were categorised as their own section. The ‘other themes and comments’ 

section included individual traits, simplification of the tax system, disclosure of data 

secrecy, tax consultants, law enforcement and personal approach. 

6.3.4. Categorisation 

After identifying themes, categorisation was constructed, reflecting the themes that 

had emerged. In order to validate the categorisation, the researcher requested other 

researchers to discuss the themes and their categorisations. Two PhD students at 

Curtin Business School, Curtin University, Ahmad Komara and Kristian Agung 

Prasetyo, were approached. The selection of these students was based on their 

competency, as both were engaged in tax research and had had lengthy experience 

in taxation in Indonesia. Both were informed that while input and feedback were 

invited, the final decision about categorisation rested with the researcher. 

After discussions, the researcher decided to move the simplification of the tax 

system from ‘other themes and comments’ to its own section, as it was judged that 

the tax system was a significant factor influencing tax morale. Therefore, in the final 

analysis, 13 categories emerged, with one ‘other’ category comprising five themes. 

6.4.  Analysis of Interview Themes 

The topics of the interviews were designed to be similar to those of the quantitative 

surveys in order to analyse the corroboration between both findings. However, in the 

interview process, questions were open and developed in accordance with the 

participants’ perceptions and attitudes. Consequently, the information provided by 

the participants in the interviews was broader and deeper. For example, sentiment 

and fairness of the tax system in the quantitative analysis in Chapter 5 developed 

into several themes in the qualitative analysis, namely the perception of tax, the 

benefit of tax, the perception of whether the tax is collected well and whether it is 

utilised as intended. Views also emerged on other topics, such as ‘zakat’, personal 

traits and tax consultants. These views are the exploration of possible 

themes/factors which influence tax morale and will be blended and discussed in 

Chapter 7 to provide a comprehensive understanding and more valid findings in 

order to achieve research objectives and to answer research questions in Chapter 1. 

It was explained in the Information Sheet that the interview was not a test of the 

participants’ knowledge of tax; therefore, questions about tax-related definitions, 

obligations or other queries of a similar nature were avoided. The participants were 

merely asked about their views and perceptions, and were requested to freely 

express themselves and offer as much explanation as they wanted to. When 
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required, the researcher asked questions to clarify answers or explanations, or to 

seek further elaboration of participants’ perceptions. 

The interview analysis is conducted using the interpretation of the researcher, as 

suggested by Creswell that qualitative analysis is interpretive, which can be based 

on the researcher’s knowledge, experiences, and existing theories (Creswell 

2003).28 In order to ensure the validity of the analysis, measures for the interview as 

recommended by Creswell were taken as in Figure 4.2. 

The following sections discuss each of these in turn. Direct quotations of the 

participants’ expressions are used in an attempt to present the most accurate feeling 

and expression on the matters being explored. 

6.4.1. Perception of Tax 

To obtain an understanding of the participants’ view of tax, participants were first 

asked their perception of tax that they might have derived from experiences, 

knowledge and interactions with any tax-related matters. Overall, perceptions were 

inclined to be on the negative side, regardless of type of employment and level of 

education, as more participants expressed negative responses than positive ones. 

This negative image might have arisen from unfavourable experiences in the past. 

One participant expressed: 

‘Frankly I do not see that tax has given significant effect to community. 
That is why only in 2009 I started to be involved with taxation.’ (P1, 42 
years, university lecturer) 

He further continued to explain the circumstances that led him to have such views. 

‘I had one experience in early 1990s, there was one time that the amount 
of our residence tax (land and building tax)29 due rose two-fold without any 
prior, clear explanation. We did not even know whether the assessor came 
or not to assess, interview or do anything beforehand. We then came to 
the tax office, and I had to bring my grandmother there because the 
property was under her name and the person on the document herself had 
to be present. It was the time when my view on tax became somewhat less 
positive… negative I can say.  

When we wanted to administer the matter at the tax office, there was no 
clear direction where to appeal, where to complain… It was already difficult 
for my old grandmother to come there, and when we got to the tax office 
we were only asked to fill a form, without any certainty. And if I am not 
mistaken the tax paid was not refunded, we had to pay in full amount, but 
thankfully in the next year the tax due was reduced, but it still increased 
from the previous one.’ (P1, 42 years, university lecturer) 

                                                           
28  See also Section 4.3.2.4. 
29  See Section 3.7. about Tax Obligation Related to Individual Taxpayer. 
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The negative image was also viewed by participants as emerging from unawareness 

and unfamiliarity of tax, with tax regarded merely as a liability. It was opined that not 

many people knew tax had a significant role in financing the nation, and was the 

main source of revenue for the government. Some participants implicitly voiced that 

the tax authority had kept people from adequately informed, so a misunderstanding 

about tax had developed. 

‘So far tax is considered by people as a burden, something frightening, 
because the information dissemination has not been conducted optimally.’ 
(P2, 50 years, business owner) 

‘A positive image (of tax) has not been seen, because most people do not 
yet understand that tax is the main source of national finance. Is not it? 
People think that (the revenue source) is from mining and others, while 
actually revenue is from tax. This is the thing that I think should be 
communicated to people, information dissemination (should be carried out) 
that it is the tax that contributes the most to the nation… In other countries 
this is already well known.’ (P5, 44 years, business owner) 

Similarly, a tax consultant posited that many people did not understand the 

importance of tax, and viewed tax as unnecessary. He argued this condition was 

rooted in unawareness and lack of knowledge about tax. His argument suggested 

that the number of people who had such perceptions was high because of not many 

people extended their knowledge beyond high school level. 

‘Not all people think that tax is necessary. When did you (the researcher) 
start learning about tax? Did you learn it at high school? Junior high 
school? No, did you? I mean this, how many of the people who graduate 
from high school continue their education to university? That is the way if 
we want to analyse. How many of them who stop their education only at 
high school level? When they become adult and they work, suddenly they 
face tax, so they get surprised. Who should have alerted them? Why does 
not DGT request that tax information be contained in schools’ curricula?’ 
(P14, 47 years, general and tax consultant) 

Another participant related the negative perceived image of tax to the benefits. He 

argued that the perception was because the community did not receive the benefits 

well. He acknowledged that tax would be used for the community; however, he 

thought the use of the money collected was not optimised. 

‘Frankly the community perception about tax is not yet good. I personally 
see the access to people is not maximally provided, for example, roads, 
transportation and others. But I am aware that tax is used for people, only 
the utilization is not maximal.’ (P12, 27 years, business owner) 

Similarly, a tax manager and a tax consultant stated that tax tended to be perceived 

negatively and more as a liability because of people’s unawareness about the 



 

123 
 

importance of tax to the country. While as individuals whose work is on taxation, 

they perceive tax as beneficial, they consider people still view tax more negatively. 

‘The tax (perception) score from the individual taxpayers is under 5 from 10 
(scale). Not so many people know that the majority of the state revenue 
comes from tax. Such information is exclusive… There is also (lack of) 
enforcement issue, many people think “well, my neighbour do not comply 
either” even though there have been shock therapies and other stuff like 
seizures… And then how many are the tax officers (to cover all the 
incompliances)? Therefore, people still want to gamble.’ (P13, 44 years, 
corporate tax manager) 

Despite his understanding and good perception of tax, he argued that the unwilling 

taxpayers consisted of two types: those who merely wanted to avoid paying tax, and 

those who thought that tax should have not even be imposed. 

‘There are two groups of people: those who are able to pay tax but they 
evade, and those who think that their tax is small, that they think “why even 
small people like us are taxed?” That thought often transpires. This is 
outside of my perception. My own perception, tax (score) is 7. For them I 
think it is still under 5, in scale of 1 to 10.’ (P13, 44 years, corporate tax 
manager) 

Conversely, several participants viewed tax in a more positive light. Despite the 

perceived weaknesses in its utilisation, these participants regarded tax as a crucial 

element to the country’s development. However, this perception did not necessarily 

make them want to pay taxes voluntarily. 

‘I think the image of tax is good… No problem….’(P3, 68 years, school 
owner). 

‘It is impossible that there has been the (country’s) development if there 
was no tax, only maybe the implementation is not as good as expected by 
the people.’ (P3, 68 years, school owner) 

A stronger standpoint was expressed by a taxpayer who stated that he claimed to 

understand tax and recognised its importance to the country. 

‘I by chance know about tax, so if we discuss about tax, yes I think it is 
very important. Around 80% of revenue in the state budget comes from 
tax, so if you ask me about tax perception, tax cannot be set aside, as it is 
the main source of revenue, much more than other sources including the 
revenues from natural resources.’ (P8, 39 years, corporate finance 
director) 

However, he stated that his understanding about the vital role of tax in the country 

did not influence his willingness, mentioning other factors such as the tax rate were 

what had affected his motivation to pay. He further stated: 

‘Frankly I still find it heavy to pay tax even though we realise that it is 
important to the development, (this is) because of other factors, such as 
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the percentage (tax rate) is too high. If we see in other country the rate is 
15% but in our country it reaches 30%. We are aware tax is important, but 
to pay is still burdensome.’ (P8, 39 years, corporate finance director) 

That opinion was also supported by a tax consultant who stated that people were 

aware that tax was important, however they were still unwilling to pay voluntarily. 

The people were argued to be not aware of their obligation to pay. 

‘In my opinion all people are aware that tax is important… everyone… 
especially those who have been obligated to pay.30 Usually their education 
level and income level are already high. They know that tax is important, 
but who (must) pay? Other people, not me… It is other people who have to 
pay. They do not realise that they themselves have been obligated to pay 
tax.’ (P9, 45 years, tax consultant) 

One slightly different opinion was conveyed by a tax consultant, who considered that 

there was a difference between people who had direct interaction with tax and the 

tax authority and those who did not. The former were likely to have a more positive 

perception of tax, while the latter had negative inclinations. He implied that the 

negative perceptions of the latter were shaped by their not fully understanding tax, 

combined with negative information about tax cases they are exposed to. 

‘Present perception from those who directly interact with tax - for example 
finance department employees, tax department employees - is better, 
especially in comparison with the company owners. The owners still see 
tax in negative mind because owners usually do not interact with tax 
directly. They only know that there are taxes withheld this and that amount, 
here and there. Then there are negative news on corrupt officials and 
etcetera.’ (P11, 36 years, tax consultant) 

He later concluded his argument, highlighting the difference between the two 

groups, despite acknowledging that the system is not perfect. 

‘So on the side of the shareholders, individuals, tax image is not good. But 
for people who have direct interaction with tax the image is relatively 
better. There are weaknesses, there must be (weaknesses), but they are 
temporary and case by case.’ (P11, 36 years, tax consultant) 

6.4.2. The Benefits of Tax 

One theme to emerge from the interviews regarding taxpayers’ willingness was the 

benefits that they expected from the money they paid. Participants were not asked 

explicitly about the relationship between willingness to pay tax and the benefits; 

however, most of the participants expressed their expectations about the benefits 

the government should provide in return. 

                                                           
30  See Section 3.7.  
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One participant argued that taxpayers would be willing to pay tax, provided they saw 

and received benefits from what they paid. If people think their sacrifice will benefit 

others or see these benefits, they will be willing to contribute regardless of their 

income. He indicated that such idealistic circumstances were not prevalent in 

Indonesia; therefore, people were still reluctant to pay their obligations. 

‘I think in Indonesia there other things we should consider. We people in 
Indonesia are simpler; we tend to be more based on cultural things. It 
means what we think is beneficial, we will participate in it. 

Even people with low income, if they are asked to participate in the things 
considered to be beneficial, they will not mind about their low income, they 
will put aside a small part for the country for other people. For the fear of 
government regulations, or penalty, we can see now that so many people 
violate the traffic rules, it proves that people do not really care about the 
rules made by the government. So there is something missing, there are 
things to be further explored. For me it is simpler, our people are eastern 
people, religious, if needed, they will even contribute their labour.’ (P1, 42 
years, university lecturer) 

Another participant supported that belief, arguing people did not see the benefits 

from tax, believed of the centralised system. He argued that the benefits should be 

visible directly, in the environment of the taxpayers. 

‘We the common people do not see the benefits, that there is a correlation 
between tax and the development, because of the centralisation system. If 
the system is localised like per bloc per district and the tax money is 
distributed to areas, it will be visible. So far it has never been visible.’ (P2, 
50 years, business owner) 

Another participant was confident that the benefits were an influential factor in 

taxpayers’ willingness of paying their tax, and he believed it was not happening in 

Indonesia. He compared Indonesia to other countries, where he believed that 

taxpayers were willing to pay their obligations because they received the benefits. 

He suggested that the government run a campaign to show what taxes had been 

used for in order to improve the willingness of people to pay their tax. 

‘For me it is the benefit of tax used for people that is very influential, that is 
why taxpayers in foreign countries are more obedient because they get 
benefits from what they pay. In Indonesia taxpayers do not really 
understand where the tax money goes and for what. If we feel that the tax 
is for us, who will feel reluctant? Just like gotong royong31, all members of 
the community have to pay some contribution but they do not object 
because what they build are for them as well. It is different if it is the 
government that should build but then we have to contribute, we will be 
unwilling. For me it is the benefit to people that makes people more aware 

                                                           
31  ‘Gotong-royong’ is term in Indonesian language which means the tradition in the country when 

people work together to do or build something for the interest of public without expecting nor 
receiving monetary rewards. 
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to pay tax. Just make information dissemination sessions to inform what 
tax is for, so people can see.’ (P5, 44 years, business owner) 

One participant suggested that tax did not offer any direct return to payers; however, 

he also believed that visible use of the money paid in the form of public benefits 

would change this situation. He was confident that benefits returned to the 

community would induce a willingness to pay tax. 

‘The benefit that returns to them, that is the thing that makes people willing 
(to pay tax). Although it is not 100% because the definition of tax is like 
that (no direct benefit to taxpayers) at least they witness some 
development.’ (P8, 39 years, corporate finance director) 

He further stated that he believed tax collected had been utilised; however, the 

benefits returned to the public were not commensurate with the growth in tax 

revenue. 

‘What I am talking is not that the benefit does not return at all. We are 
talking about the improvement, the delta of tax revenue versus the delta of 
development. Regarding benefit, there must be (benefit); that is certain. 
People now know that health service is better, free education, they know. 
But amount they pay increases while even the roads do not expand. It can 
be used as an indicator. What they pay apparently does not return to them 
equally.’ (P8, 39 years, corporate finance director) 

Another participant opined that the willingness of taxpayers depended on their own 

interests, whether they received anything from what they contributed. If the benefits 

were not visible at the moment, it was expected that the benefits would be realised 

in the long term. 

‘Most people act hoping that they will get direct impact or if not direct, they 
can feel the long-term effect. But fulfilling tax obligations whether they pay 
or file, they will not see the direct impacts. Maybe different from those in 
other countries, if they do not pay tax the benefits will be… Or jobless 
people get compensation. By paying tax they can control each other, some 
parties will lose if people do not pay tax. “You will lose when you lose your 
job,” so they control each other. 

Mostly they pay tax based on their own interests. What is in it for them, 
whether it affects them or not.’ (P9, 45 years, tax consultant) 

6.4.3. Has Tax Been Collected Well? 

In order to obtain a more complete understanding of taxpayers’ perceptions, 

participants were further asked about their views on whether tax had been collected 

well, together with views on tax money utilisation. It was expected that this would 

add further perspectives or confirm the previous informed statements. The 

information was also expected to function as a ‘bridge’ to understanding the linkages 

between their perceptions and other themes, such as the tax authority performance 
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in collecting revenue, provision of public goods and services, trust in the 

government, the benefits people received from use of tax money, as well as their tax 

knowledge. 

In general, most participants believed that tax had not been collected to its optimal 

point. One participant asserted that he knew many taxpayers who did not fulfil their 

tax obligations, and said he believed that such practices were common throughout 

the country. He stated: 

‘The revenue that has been collected obviously is far from optimal. Very far 
from what should have been collected, as well as the utilisation. From the 
potential, it is very far. So many corporations manipulate their obligations. 
From small scale businesses in a district, multiply it by how many districts 
in Indonesia. That is only from corporations. Not even the retailers that 
withhold tax of the consumers, but then their tax reports are not 
transparent. From the potential that can be collected and the utilisation I 
think there are still leakages.’ (P5, 44 years, business owner) 

Another participant was also confident that many taxpayers were not compliant in 

paying their taxes, despite understanding they had an obligation to do so. 

‘Tax money has been used, but (the use is) not yet maximised. Also the 
tax collection from taxpayers is not yet optimised, such as many business 
owners do not pay tax. Problematic, but however the tax utilisation is, 
taxpayers and businesses owners have to fulfil their obligations.’ (P12, 27 
years, business owner) 

One participant cited herself as an example, asserting that tax was not collected 

optimally because the tax authority failed to approach some taxpayers to fulfil their 

obligations.  

‘Not yet (optimised). I for example, and other business owners that I know 
around, have never been approached by tax officer.’ (P7, 66 years, 
retiree/business owner) 

Another participant believed that approximately 30% of the potential tax remained 

uncollected, indicating that tax was far from optimally collected. However, he argued 

that the tax authority had performed quite well in achieving almost all the targets set. 

‘If we compare to the potential, I think it is still far from what have been 
collected until now. It is if we see from the potential. But if we see it from 
revenue target to be collected, I think what have been collected, they have 
been achieved more than 95% from the target. But whether the target has 
reflected the real potential, I do not think so. Personally I think there is 30% 
more that we can collect.’ (P8, 39 years, corporate finance director) 

A tax consultant illustrated how taxpayers dodged their obligations, stating the DGT 

system did not capture all taxpayers’ business activities, as well as more advanced 
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taxpayer efforts in evading tax. If necessary, they chose to invest abroad and 

exploited holes in the regulations. 

‘This is usually how they want to evade, especially those who are not 
detected by DGT system. Such as the small and medium businesses, they 
do pay, but only as they want. For example their sales is Rp3-4 billion but 
they just pay Rp50 thousand per month, then it regularly is raised although 
their sales are much more than that. That is a simple way of evasion. In 
investor level, there are also so many, they hire tax consultants who are 
knowledgeable. They make tax planning and invest overseas, establish 
corporations overseas. Use available possibilities.’ (P11, 36 years, tax 
consultant) 

Another tax consultant signalled an unwillingness to pay tax in examples of 

contracts between two business parties. The taxpayers preferred not to be engaged 

in tax obligation matters, despite that costing them more. He believed that such 

unwillingness was caused by either not wanting to pay or not knowing about tax. 

‘There is a case like this, maybe this (case) can be an indicator (of 
evasion). There are many contracts between two parties, then one of the 
parties say, “I do not want any tax withheld” so the contract will be in such 
amount of money but tax is excluded. I would say that is a sign of an 
unwillingness to pay tax. Unfair, isn’t it? Tax should have been obligated to 
both parties in the contracts. This side has these tax obligations and that 
side has those tax obligations, both should have understood. Even though 
if the withheld party get the invoices and the taxes withheld should be 
creditable, but instead they choose not to (be withheld). I think that is not 
economic factor, but unwillingness. Maybe the exact word is tax 
unawareness, it can be because they do not know or they do not want to 
know.’ (P14, 47 years, tax consultant) 

Further, a consultant illustrated unwillingness by noting that many taxpayers 

underreported their sales in order to lower their tax obligations. He also stated that 

taxpayers opted to move their investments once they could not comfortably continue 

tax evasion practices in Indonesia. They conducted practices that enabled individual 

taxpayers to enjoy benefits without meeting their obligations properly. 

‘I can say that even the share-owners of big corporations have given 
signals: if in Indonesia is not comfortable anymore, that we are monitored, 
begin to be targeted, we will move out our assets (to overseas). There was 
a time a tax auditor he investigated one corporation and it was revealed 
that its sales was Rp300 billion, but instead it only reported Rp50 billion. 
Many taxpayers are doing that. Maybe when a company is being audited, 
the individuals in the corporations should also be audited, so that they 
become aware. Many individual taxpayers hide their asset under 
corporation names. They enjoy facilities and the costs are born by the 
corporations, but actually (it is) the individuals who enjoy.’ (P15, 54 years, 
tax consultant) 
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Conversely, there were a few participants who thought that tax was collected well. 

However, such opinions were less confidently conveyed, with one hastening to add 

that he did not really know much about the situation. 

‘I think it is optimal (but my opinion is) because we do not know exactly. 
What we see is fine, but whether the utilisation is good or not we cannot 
make sure yet.’ (P3, 68 years, school owner) 

Another participant suggested that he believed tax collection was optimal, quoting 

an example of paying different types of tax in a transaction line, something he did in 

his profession. He believed that the imposition of various obligations—final income 

tax, VAT, transfer fees,32 as well as income tax generated from profits—reflected 

that tax had been imposed maximally. However, he did not mention whether 

collection at the macro level had been optimised. He indicated investigating this 

would require checking the coverage of who had been registered as taxpayers. 

‘I think the collection is considerably good, (it has) already been 
maximised. Especially in our profession. For example how many times a 
taxpayer pay taxes in one transaction flow? Take for example a property 
developer. A developer wants to build a real estate so he buys land. When 
selling the land the owner pays income tax, and the buyer pays the 
transfer fee. When the developer constructs, he pays VAT, then he divides 
the land into lots, then the houses he sells will also be imposed the VAT, 
he pays income tax, then the buyer pays transfer fee. So in just one 
transaction there are several taxes imposed. So I think it is maximised. 

See whether all eligible people have NPWP. That is the easiest way to 
check the potential. I don’t know how many people have NPWP in this 
republic, because every individual who has NPWP is required to submit tax 
file annually and monthly. Unless there is a certain transaction, even 
though an individual does not have NPWP, when he/she sells his/her 
property he/she has to pay tax. Moreover, in our professions, we don’t 
want to handle the transactions without paying taxes, because tax 
document will be part of the documents. No Justice of Peace wants to 
handle transaction without the client pay taxes beforehand.’ (P6, 52 years, 
lawyer) 

One participant believed that there were leakages in tax collection, indicating that 

the collection level was not as it should be. He considered that many taxpayers were 

unwilling to pay tax, and hid their true obligations. He believed this was a 

consequence of the government failing in service delivery. 

‘I am not sure of tax revenue has been optimal, like we all know, but this is 
personal opinion, there are leakages. This is because people’s distrust 
who hide what they should pay. It happens, maybe because the 
government’s service is not good either.’ (P1, 42 years, university lecturer) 

                                                           
32  See Section 3.7. for the types of tax obligation for individual taxpayers in Indonesia. 
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6.4.4. Has Tax Been Utilised Well? 

Similar to Section 6.4.3, when asked about whether tax has been utilised well, most 

participants believed that it had not. In general, participants related the use of tax 

money to improvement of people’s welfare, the provision of good public facilities, 

and delivery of other benefits that they should enjoy. It was observed that most of 

the participants perceived that use of tax did not achieve those purposes. One 

participant stated: 

‘In my opinion, the government service compared to the tax compared is 
still under minimum. If it has reached minimum level, we shall recognise it 
significantly, for example from their service, at least the small services by 
the governments.’ (P1, 42 years, university lecturer) 

Another participant provided reasons why he viewed that tax was not used well. He 

believed there were wastages in spending in both bureaucracy and parliament. 

‘Expenditure is not optimised for the interest of people, in general. Why? 
There are many factors, it can be in bureaucracy, (it can be) parliament. 
Maybe local parliament, maybe in central parliament that makes decision, 
maybe there is hidden money. That is what we interpret… Not fully utilised 
for the people.’ (P4, 42 years, sales manager) 

Another participant believed that although tax money was used to meet people’s 

needs, utilisation needed to improve. He regarded utilisation as providing only half of 

what should have been derived. 

‘Not yet because what I have seen the people’s needs such as roads, 
public toilets, many things that are used by people are not completely 
provided, so I think it is half. There is improvement but not complete.’ (P7, 
66 years, retiree/business owner) 

In a similar tone, another participant agreed that tax money was used for 

development, but that it was not maximised. The delivery of benefits from taxes had 

not reached the level where it affected the public’s perception by taxes, which he 

argued was negative. He believed that improved delivery would make people more 

aware, and consequently, increase their willingness to pay tax. 

‘The utilisation is not much enjoyed. The utilisation occurs, but, it is 
different. It does not mean not exist at all, but they have not changed 
people’s perception. It has not made people say “ok there is a lot 
improvement.” It has not triggered people to change their view on public 
services. Bigger improvement will be more recognisable. The better public 
service will slightly improve the willingness to pay tax.’ (P8, 39 years, 
corporate finance director) 

Another participant believed that taxpayers perceived that the money was not 

utilised well, further citing that the score for perception was at most 5 on a 1 to 10 
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scale. He believed this was shaped by limited knowledge about tax collection and 

spending. 

‘People’s perception whether tax has been utilised well by the government, 
I think it is not yet (perceived that way). In one to 10 scale it will be 5, or 
even 4. Maybe because what I said earlier, maybe because of the 
unawareness. 

Why I emphasise the perception, because perception also depends on 
whether the taxpayers know or not. We can see that my perception is 
different. I understand about revenue and expenditure. If people give a 5 
score (in 1-10 scale) I can give 6-7 even 8 for some tax offices. So it is 
quite difficult for me to draw what is the generalisation, because I am an 
outlier.’ (P13, 44 years, corporate tax manager) 

A tax consultant suggested that taxpayers had a poor view of utilisation because the 

benefits were not evident in Indonesia. He compared the evidence of the tax 

utilisation in other countries, which he believed were more visible to the public. 

‘My client compares taxes in foreign countries with them in Indonesia. In 
Indonesia (tax utilisation) is not clear. Tax is collected but then what is the 
money for? What benefits are given to people, what are for the taxpayers.’ 
(P14, 47 years, tax consultant) 

This last argument was supported by a comment by a taxpayer who admitted he felt 

uncertain whether tax was used well for the public or not. 

‘We don’t know clearly, what we have seen is good. But whether the 
utilisation has been good or not, we cannot make sure.’ (P3, 68 years, 
school owner) 

6.4.5. Trust in the Government 

Trust in the government is considered vital in the context of individual taxpayers’ 

willingness to pay tax. Literature suggest that trust is correlated to the tax morale of 

individual taxpayers (Torgler 2003, 44–7; Cummings et al. 2009, 457). Therefore, 

this research also covers this issue. 

In the interviews, participants were not asked specifically about their trust in the 

government. Instead, they were asked about issues related to the tasks of 

government, such as their performance in improving people’s life, their service and 

providing public facilities. However, the theme ‘trust in the government’ (or maybe 

distrust is a more accurate word) emerged from the interviews. 

Most of the participants voiced their disappointment about the government’s 

performance. More specifically, they indicated their lack of trust in the government 

because of corruption cases and manipulation, and related this to taxpayers’ 

unwillingness to pay the tax. 
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One participant stated that the willingness of taxpayers was hindered by their 

distrust in the government, because of the government failing to deliver services to 

the public in line with expectations. 

‘In my opinion the fiscal factors are influential, but there is another 
important factor. We see that the trust in the government is not yet positive, 
not yet recovered, because there have been complaints in low levels such 
as sub-districts, village so I think this dissatisfaction can also affect, not 
only the economic factors.’ (P1, 42 years, university lecturer) 

He further argued that the lack of willingness from taxpayers could not be solved by 

efforts from the DGT as the tax authority, but by the government as a whole. Even if 

the DGT provided the best service to taxpayers, it would not help, because the 

problem lay in taxpayers’ distrust in the government more broadly. 

‘Maybe in Indonesia the problem is quite complex, if we burden it to DGT 
only, I do not think we will solve the problem. The most basic issue for me 
and the community is the distrust to the government, proven by the 
bombardment or blow ups of corruption cases by the media, not only in the 
government but also in the tax authority. Maybe this is a more urgent 
problem to address, so distrust is the main reason for the people. I view 
the government in general, regarding DGT, they only follow. I think our 
people are simple, if they see that something is beneficial, useful, they do 
not need fancy services.’ (P1, 42 years, university lecturer) 

Another participant hinted at his distrust, stating that he believed tax collection could 

not be maximised because there were leakages in collection that involved tax 

officers. 

‘Based on the experiences that I saw and heard, at least we can conclude 
that we cannot get 100% tax because there are leakages, revealed by the 
taxpayers and the tax officers. Several times I saw that taxpayers could 
manipulate the data so they did not need to pay full what they were 
supposed to pay. Frankly I have some colleagues who could do that. I do 
not know whether now we can still do it now, but what I saw there were 
deals, for example we were supposed to pay 100 but they played so the 
taxpayers just paid and filed 50, and the taxpayers gave the bad officer 10. 
That is a small illustration, because there are still big cases that we cannot 
see but they are factual in practices.’ 

He believed that the government should resolve the problem through better 

recruitment. 

‘The second factor is from the internal of DGT, we have to underline it. 
Frankly what we see is that the salary of a tax officer is very high 
compared to other government employees, but still there are bad officers. I 
mean it is the government or DGT must do well in the recruitment or in the 
training.’ (P4, 42 years, sales manager) 

Another participant indicated her distrust, stating that corruption cases were still 

prevalent, especially in regions where monitoring by the public was not intensive, in 
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contrast with that in big cities, where people were more critical and demanding. 

Corrupt practices consequently caused losses to taxpayers because they had to pay 

expenses that could not be claimed. 

‘I think people have seen improvements, but corruption cases are still 
widespread. Maybe in Jakarta people are more afraid to do the corruption, 
but in regions, regents are like small kings, as also the local parliament. 
The foreign investment corporations, they really experience that. No 
administration that is free from hot money. They have to incur the costs, 
unfortunately such costs cannot be claimed for the tax purposes, cannot 
be claimed as expenses. But in practice they have to pay. 

Maybe in big cities such as in Jakarta, Surabaya, people are more afraid to 
do the corruption, because people are more aware. They also have higher 
level of intellectuality and are more critical. But in regions people are more 
accepting, they take the condition as it is. So we need to distinguish: what 
people? In cities the awareness maybe is good, the critical thinking is 
better.’ (P10, age n/a, tax consultant) 

Another participant who was a tax manager conveyed that distrust among his 

colleagues was widespread. They believed that part of the tax money paid would 

end up in corrupt officials’ pockets, so the benefits of the tax would not be maximally 

enjoyed by the public. In general, people still did not trust that the money would be 

utilised well by the government. 

‘Historically tax was collected for the sake of the rulers, wasn’t it? This 
thought still lingers, still influential. Tax will be corrupted by that side, and I 
will get nothing from it. I often see from mailing list groups, we discuss 
about tax – but the groups do not contain any tax officers – the members 
often say, “I bet the tax money will be stolen by corruptors”. Those who 
have learned about tax usually will know that even some parts (of the 
money) is corrupted, some are used for the development. But many people 
still have that (bad) perception.’ (P11, 36 years, tax consultant) 

6.4.6. Trust in the Tax Authority 

In contrast to the perception of tax in Section 6.4.1, most participants regard the tax 

authority as improved, especially at providing services to taxpayers. Despite some 

expressions of weaknesses and shortcomings regarding the tax authority and tax 

system, in general, perceptions were inclined to be positive. Several participants 

voiced some dissatisfaction; however, they were generally offset by appreciation 

about the betterment of tax service, system and policy. Some disappointments were 

reflected, as follows. 

‘Sometimes tax office likes to conduct surprising surveys then makes 
threats that may jeopardise businesses, such as telling “you should have 
done this, you should have done that” without any prior continued 
education. Some people still consider tax as a positive thing because 
without tax there will not be any development, but some people think it is 



 

134 
 

negative because of, quote and unquote, power of the tax authority - so 
people may get frightened.’ (P2, male, 50, business owner) 

A tax consultant was critical of the system, and emphasised that officers handling 

taxpayers’ issues should conduct themselves better. 

‘Sometimes (the case is) simple. It is how to serve the taxpayers in 
complying with their tax obligation, isn’t it? Sometimes some taxpayers 
complain, although this is case per case, not general. They want to pay tax 
correctly, but please make the administration easy. Even tax forms have 
already changed several times. There was not any guidance either, 
(taxpayers is) not assisted one by one. Just to meet the account 
representative (AR) is sometimes difficult, or sometimes the AR is cocky. 

There are ARs who have changed their mind-set, they realise that they 
have to serve taxpayers. But there are also ARs that merely follow 
standard operating procedures. They (choose to) pursue revenue, not 
provide service to taxpayers.’ (P11, 36 years, tax consultant) 

Further, he mentioned a case when he argued a taxpayer’s business and morale 

were damaged because of the flaws in conduct of a tax auditor. He expressed that 

such incidents led to a bad image of the tax authority. 

‘There was a taxpayer who reckoned he already calculated his tax 
correctly, all were in accordance with regulations. But once, he was 
audited, maybe because of tax overpayment statement or not, I do not 
know. There  was a correction based on the audit resulting in extraordinary 
amount of tax arrears (by the auditor), maybe because of different 
interpretation to the regulations. The taxpayer was made bankrupt, so 
there was a rebellion inside him, that he said “I regret I filed my tax return 
correctly”. He regretted that he reported properly but then he got audited 
and the audit made him lose his business. “Why didn’t I just manipulate 
(my report), paying only small tax but made it incremental?”  

In this case I blame the auditor. What he sought was only a correction as 
an achievement of an auditor. The auditor did not put attention to rationale 
aspect and perspectives from the taxpayer who tried to pay properly. What 
the auditor knew was the correction would be his achievement. The 
taxpayer who fell as victim finally told other taxpayers “Do not file the tax 
properly. The most important thing for you is how to avoid being audited. 
Otherwise you will be messed up like me.” That’s his campaign eventually.’ 
(P9, 45 years, tax consultant) 

One participant expressed that he initially viewed the DGT very negatively, 

especially because of the news on corrupt conducts of a few individuals in the DGT. 

However, he stated that when he learned that the criminals had been punished, he 

perceived tax and the tax authority in a more positive way. 

‘Based on my personal experience, in the beginning, my perception about 
tax was very negative. It was because so many news on tax and tax 
officers who took the tax money. However, I understand that it was about 
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individuals. After everything is processed, for me there is no problem.’ (P4, 
42 years, sales manager) 

Another participant welcomed the change in the DGT service, stating tax 

administration was easier to handle now, and this improved his perception of the tax 

authority. 

‘Business registration and tax return filing now are quite good. They are 
not troublesome. In the past when we wanted to go to tax office the 
impression was tiresome, but now it is better. Where the direction is, who 
to meet, (we are) immediately directed. Where to wait. Now it is better. So 
the perception (towards DGT) is quite good.’ (P5, 44 years, business 
owner) 

He further indicated that the ease provided by the tax authority would improve the 

process and eventually taxpayers would be more able to comply with their liabilities. 

‘For me if the service is better people must be more compliant. Because, 
for example if we want to pay vehicle tax, in the past when we wanted to 
pay, they made it difficult, despite the fact that we wanted to pay money to 
the nation. It is now easy, it is not tedious for us to pay the tax. In the past, 
we wanted to pay but it was like it was we were the ones who wanted to 
get the money. But now it is not, it is really made easy to pay.’ (P5, 44 
years, business owner) 

Stronger opinions about the improvement of the tax service and system were 

conveyed by participants who interacted closely with the tax authority, such as tax 

manager and tax consultants. Some emphasised the progress made. One 

participant expressed that despite a few bad cases, he acknowledged that the tax 

authority was now much improved, and backed by competent personnel. 

‘My impression on current tax system (and tax authority), all I can say it is 
now much better than it was five or ten years ago, especially after the 
modernisation33. The only thing is, we are talking about 30 thousand tax 
officers. There must be bad individuals who make tax service look bad… 
Besides, people indeed much more easily criticise bad things than 
appreciate good things. So if we want to be objective, I think it is much 
better now, much more professional and the quality of DGT staff members 
are above average compared to other (government employees). This is in 
general.’ (P8, 39 years, corporate finance director) 

Another tax consultant highlighted the improvement of the system, considering it far 

better than it had been in the past, and noting the better conduct by the tax officers. 

He praised the tax officers, who now operated better under good policy. 

‘The thing is, the policy now is much better. In the past I am telling you 
frankly, if good individuals in DGT wanted to do good things they had to do 
it hidden. Now the condition has changed, now it is the opposite. But I do 
not know if in the future the trend will be like that (good) or return to the 

                                                           
33  See Section 3.2.6. 
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past, because that (bad) era did happen… If remuneration (to tax officer) 
does not change, there is a possibility that it will return to that condition. 
Tax officers now become more caring, they actually do not want to do 
strange things.’ (P14, 47 years, tax consultant) 

Both of those last arguments were supported by another tax consultant, who stated 

that attention should turn to improving taxpayers’ mindset. He maintained that the 

DGT had changed, especially in its officers’ conduct. 

‘And what I salute about DGT is that they now have changed a lot. The 
emphasis when DGT provided Sunset Policy34, it was the taxpayers’ mind-
set ought to change. DGT is not like it was in the past, already changed a 
lot. In the past audit meant money, but now has changed. So now a tax 
office really serves. A lot… has changed a lot. There are bad individuals 
one or two but in general it is not like it was in the past. They do not want 
to negotiate (under the table). Now their direction is really for the country.’ 
(P15, 54 years, tax consultant) 

A good impression of tax service was also conveyed by a taxpayer whose job 

involved dealing with clients related to the tax service. Participant 6, a lawyer and 

Justice of the Peace, who prepared documents, including those related to clients 

paying tax and tax filing expressed the following: 

‘Our experience with the tax office, mainly the service system, service to 
taxpayers, I think, so far has been good. They serve us well, because I see 
the system is, what is the name? We only meet one person, and it is 
administered. Is it one-door system? I think the service is good.’ (P6, 52 
years, lawyer) 

In addition, a participant added that the DGT Call Centre (with call number 500200), 

was a much improved service. He mentioned that he had used the service before, 

and was appreciative. 

‘Service-wise, the spirit is okay, especially in government office category. If 
you have ever tried the DGT customer service, it is one of the best. Try the 
500200 now and they will refer to the regulations well. The answer is clear. 
The 500200 service can be categorised as advance for a government 
institution service. The only thing now is they ask (the caller) for their Tax 
Identification Number (NPWP), so a bit discouraging for people (to call the 
number).’ (P13, 44 years, corporate tax manager) 

He also expressed his appreciation for the system—despite some criticisms from 

other consultants, he suggested the problematic issues, such as changing 

regulations, were common occasions, not isolated to tax matters. 

‘In a dispute, it is more to the individuals (officers). Regarding regulations, 
tax regulations are more advanced than other regulations in terms of 
publication and dissemination…. The only thing, there is a public 

                                                           
34  Sunset Policy was a program conducted in 2008 allowing non-compliant taxpayers paid and filed 

their previous unpaid income tax without being charged with interest penalty on the arrears. 
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perception about regulations - this is only for information - tax regulations 
constantly change. But for me, I do not really agree with them that tax 
regulations constantly change. Don’t other regulations change? Secondly, 
is there anything in this world that does not change? I think it is a pre-
assumption that they make. For me that is the dynamics, that is when our 
expertise is tested, right?’ (P13, 44 years, corporate tax manager) 

However, based on personal experience, he was critical about DGT officers’ stance 

over disputes. He opined that the tax officers should be fairer in the face of appeals 

by taxpayers, especially those favoured to be won by the taxpayers. 

‘In audit and objection, there is a conclusion among my fellow tax 
consultants that because of the current tax reforms, everything is more 
transparent and with more integrity. (However) the tax officers become less 
responsible to take decision over their tasks, for example, even if from a 
fair judgement we know a taxpayer will surely win a dispute, the auditor still 
does not want to let it be won (by the taxpayer).’ (P13, 44 years, corporate 
tax manager) 

A similar tone was voiced by another participant, appreciating the better service now 

offered by the tax office, especially in administration, such as filing taxes and the 

use of technology to help taxpayers comply. 

‘Tax office service has enhanced, I mean the administration-related 
services. Tax filing can be done everywhere, there was a drop-box system, 
previously we could file at any tax office not only at the tax office where we 
were registered. That is also appreciable. Electronic filing (e-filing), 
electronic tax invoice, the taxpayers appreciate these things. We do not 
have to be in queue because of the e-filing.’ (P10, age n/a, tax consultant) 

However, she was also critical in regard to some aspects of the tax system, 

including the rate, threshold and regulations. Further, she argued that tax 

regulations in Indonesia had not been designed to support business, and indicated 

that it felt like a burden to business. She implied there was a room for improvement, 

especially in order to support business growth. 

‘Regarding tax laws in general our rate is not too high, maybe for individual 
taxpayers it needs to be reduced, for individuals (the rate) now is 35%35, 
and taxable income threshold should be increased. Then I think many tax 
regulations are being questioned. 

DGT is revenue oriented, and does not see how the real business world is. 
If we observe the link, the regulations are more revenue oriented, they do 
not yet consider what business market is like. We want to see a 
competitive business world, don’t we? Business people want to move 
forward, but if they are burdened by tax in the first place, how will they 
grow?’ (P10, age n/a, tax consultant) 

                                                           
35 The existing law sets the highest rate for individual income tax at 30%. See Table 3.3 at Section 3.7.  



 

138 
 

6.4.7. Tax and Public Goods and Services 

The next theme explored in the interviews was public service provision in relation to 

willingness to pay tax. Participants were asked their perceptions about public goods 

and services they had experienced, and whether this was related to their, or general 

individual taxpayers’, attitude towards paying tax. They were also asked their 

opinion on whether provision of goods and services were influential in the 

willingness to pay tax by the individual taxpayers. 

Most participants expressed dissatisfaction with the quality of public goods and 

services provided by governments. Transport and related infrastructure such as 

roads and bridges were frequently mentioned. Some participants implied that their 

reluctance to pay tax (and to obey regulations) were due to the poor services and 

unclear returns in forms of public facilities. 

‘On one side, in every monsoon, there are floods, meaning that water 
channels are bad. Then the apparatus too…. There are many simple 
issues that should have been resolved by the government, but not 
resolved. These things, these are actually simple things, that make us 
distrust the government. So what is this tax for? If it is just collected without 
any benefit…. The apparatus in district and sub district areas always use 
slogans, “Pay your tax so that it can be used to this and that”, but on the 
other side when they serve us, even for easy things, are not done well. 
There must be, sorry to say, lubricating money here and there, also so that 
our matters can be accelerated. Perhaps those simple things that make tax 
image, for me personally, to be quite negative until now. 

As we know our local government cannot get anything from natural 
resources for their revenue, so maybe tax is the most weighted source for 
them. Then the construction of roads and other public facilities, I believe, 
are also taken from the tax. So to say that there is no relation between tax 
and the deliverance of public goods and service is too much. But the 
service has not reached to minimum acceptance level either. That is my 
opinion.’ (P1, 42 years, university lecturer) 

Another participant stated that there was a relationship between tax paid, however, 

benefits in the form of public goods and services were not always delivered. He 

believed that there was a cross-subsidy from regions where tax was paid and 

collected and regions considered to need the funds more. 

‘I think there has been a correlation between the tax paid and the public 
goods and service provisions, even though the extent depends…. If we 
see the portions, it is true that not everything we have paid must return to 
us. For example maybe a region needs a big amount of financing, but that 
region does not generate enough revenue. Maybe like cross-subsidy, 
maybe that is the way; that is my opinion. I do not know whether the 
government has done this or not but I think the government has allocated 
to the main (things).’ (P4, 42 years, sales manager) 
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Other participant argued that awareness of the relationship between tax and public 

goods and services provision was currently emerging. 

‘Recently there have been perceptions directed there (that tax is related to 
public goods and service provision). If we see the comments in the 
internet, awareness has begun to develop… that the corrupt officials that 
they realise tax is people’s money. That it comes from tax money, such 
awareness has emerged.’ (P5, 44 years, business owner) 

Another participant agreed that there should be a relationship between tax and 

public goods and services provision; however, he stated that such a thing had not 

materialised in Indonesia, compared to what he believed occurred in other countries. 

‘Not yet (materialised). Especially if compared to the situation in foreign 
countries. For example why people in Europe want to pay high tax, 
because their basic needs are provided well and the quality is good. The 
do not panic when they get sick. The government is there to guarantee its 
citizens.’ (P12, 27 years, business owner) 

A similar opinion was expressed by another participant, who said that tax is not 

optimally utilised for public goods and services provision. There have been leaks, 

and not everyone enjoys the benefits of tax. 

‘Maybe there are leaks here and there (on the tax utilisation) so tax is not 
optimally used. If all the tax is used for the people, I think it can be like 
what happens in foreign countries. But see, many roads are holed, so it is 
not optimal. 

I see that taxes have been collected from big corporations, actually we still 
can see (the utilisation) but not optimal. If the people’s needs are provided, 
for example bridges. Farmers want to bring their commodities to towns, 
sometimes even though bridges should have been constructed by the 
government, the people eventually have to construct it by themselves, 
independently. So like I said earlier, where did the tax money go? Do not 
just concentrate on cities. The (distribution of) the tax is not yet equal.’ (P7, 
66 years, retiree/business owner) 

Another participant conveyed a similar argument, and expressed more firmly that 

the leaks made the correlation between tax and public goods and services blurred. 

There is a distortion of services delivered to people because of the leaks and 

corruption. 

‘The increase of tax revenue is not correlated to the increase in service 
provisions. I think we all have to understand it. There is distortion because 
of, one of the factors, corruption. So the development funds do not return 
to people who should receive it. So there is another problem outside tax, it 
should not be blamed to DGT, it should be blamed to the corruptors, 
wherever they are from. Perhaps DGT as a body to collect tax has already 
done its job, revenue target has been accomplished, let us say 95% of the 
target but that percentage has reached acceptable area, but then has the 
development reached that level too? No. So there are leakages. So the 
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problem is the leakage. That is the thing that people have not realised, and 
it is used to justify people’s reluctance to pay tax, even though there are 
other factors (that make people reluctant to pay tax). 

It is what happens in Indonesia. But if we want to look further, that is the 
tax definition, that the taxpayers will not get direct benefits, it is different 
from retribution. However, people still expect, they know that what they pay 
will not return to them directly, but they still need to see the improvement 
(of public service and facilities) from what they pay.’ (P8, 39 years, 
corporate finance director) 

The participant then emphasised the corruption case that he believed eroded the 

optimal utilisation of the tax, as the main cause of the leaks. 

‘First thing I said earlier, corruption. As long as corruption still exists we 
pay 100 it is not certain that 100 will return. We will be tired of discussing 
whatever system (to install).’ (P8, 39 years, corporate finance director)) 

Another participant believed that there was a connection; however, in his view, there 

was a misunderstanding about taxes and the benefits expected by the people. 

Despite not providing comments on the level of the public goods and services 

provided by the government, he argued that taxes have been returned as public 

facilities, and disagreed with those who expected that they should enjoy the benefits 

individually. 

‘I think there must be correlation, it is clear that tax is the state revenue, 
managed by the government and monitored by the parliament. Maybe 
people want direct benefits, but I do not see that way. The government 
aims to improve the welfare of people, it is impossible it provides it to 
individuals. So they build public facilities, roads, and farm water channels. 
People sometimes want direct correlation, I already have paid tax, and 
what will I get? I do not see that way. We entrust the government to 
manage it for the sake of public, not individual interests, even though in the 
public interests there are also individual interests, there are road 
construction, port constructions, we use them together. That is my answer, 
there must be correlation between the tax and the public goods and 
service, but no correlation with benefits to individuals.’ (P6, 52 years, 
lawyer) 

Similar to the previous statement, one tax consultant believed that taxpayers have 

not realised the correlation between the tax paid and public goods and services 

provision. Likewise, he stated that corruption was the cause of insufficient returned 

benefits and separated the DGT, whose task it is to collect revenue, and other 

government institutions. 

‘The relation between public facilities and service with tax: no (relation). 
None at all. So far DGT has fought alone, they fight alone to death to 
collect tax from taxpayers but the image is not supported by the other 
departments, other institutions. For example, DGT says tax is for the 
development, then, bang! There is a corruption case (revealed). How many 
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trillion rupiah gone there? There come other (corruption) cases. There is a 
disconnection isn’t it? This side tries to say, “Hey, this tax is for all of us”, 
but then it comes out in practice differently, it goes into (the corruptors’) 
pockets. It can truly be seen by people that apparently the money goes 
here and there, because in the court everything is exposed. Therefore 
people think, oh actually our money is not used for us, it is used by those 
bad individuals. 

Basically people are unwilling to pay tax, then (the unwillingness) is 
supported by those non-technical factors, it strengthens their reluctance to 
pay tax. Their perception is that the government has not given optimally, 
like bad roads, traffic jams (still occur), that is the perception. The 
government maybe has done for example road repairs, although then 
when it rains the road go bad again. But it tends to the corruption. 
Corruptions cause the distortion to the goods given by the government, so 
the utilisations are not optimised.’ (P11, 36 years, tax consultant) 

Another tax consultant added that taxpayers were still oblivious to the relationship; 

however, he suggested that their unwillingness was due to negative perceptions that 

developed from negative cases that were not balanced with good reports. 

‘It is true that people become more aware now. But they still ignore the 
relation of public facilities and tax. Besides, there are still many tax 
(corruption) cases so they think what is the tax (used for)? And mostly the 
perceptions are negative: oh in fact most of the tax is stolen by corruptors. 
It will be no use if we pay tax. Then (DGT) has not made enough counter-
argument, made constructing advertisement to counter the bad image.’ 
(P9, 45 years, tax consultant) 

One tax consultant argued that taxpayers have not related the tax they pay with the 

demand for good public goods and services. She confirmed that taxpayers paid their 

taxes merely as a way to fulfil their obligations. 

‘Whether they enjoy the benefits directly or not apparently they have not 
thought there. So paying tax is an obligation and this is part of our revenue 
so they have to. Whether they get the benefits, I think not yet. In relation 
with the government facilities and services, if they want to administer 
things in government institution, it is always still (laugh). Go to immigration, 
customs, local government, etcetera they always find it …. What I have 
seen, so be it, this (administration service thing) is not related to the taxes I 
pay. Tax is an obligation to every citizen, so I have to pay, never mind. So 
they still understand all the government can give to people for now is only 
that…’ (P10, age n/a, tax consultant) 

However, she added that awareness had begun to develop, although not to the 

extent that saw tax paid as equivalent to facilities and services. 

‘But awareness has grown, because now people are more critical. I see 
because they think they pay tax, so the salary of the parliament members, 
ministers, and other government body employees are all paid with the 
taxes we pay, they become more critical, but have not reached that level… 
They do not expect too much, have not reached there from what I see.’ 
(P10, age n/a, tax consultant) 
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One participant suggested that tax be understood as a means of sharing, that tax is 

not supposed to give benefits in return to people as expected by some taxpayers. 

Individuals or groups cannot expect to directly enjoy facilities funded by their taxes. 

‘We do not explain where (the tax money) flows. And indeed the substance 
of tax is different from retribution. For tax we do not get direct benefits. 
That is the explanation, want it or not, and also the government cannot 
promise… (to give direct benefits).’ (P13, 44 years, corporate tax manager) 

He then stated the difference between the revenue side and expenditure side of the 

government, emphasising that it is difficult to equalise tax collected and money 

spent, as they are under different institutions. 

‘There is an equal benefit or not, because I personally understand the 
(state money) flows, DGT collects but it is not only DGT that spends, this 
understanding should be continuously spread. There are revenue side and 
expenditure side. It means one institution collect but it is the other 
institutions that spend it irresponsibly, isn’t it? That is the fact so that 
people cannot receive the land and building tax they pay. At least now the 
government puts attention to subsidies, so the spirit is still giving to the 
people. 

That concept should be made clear to people, that revenue side and 
expenditure side are different. Tax actually means sharing, doesn’t it? It is 
different from retribution. We pay retribution for our own sake, it is more 
egoistic. But tax, other people get benefits from us who get excessive 
(income) and it is given to those who need it.’ (P13, 44 years, corporate tax 
manager) 

A tax consultant made a similar point—that people see the government as a unit, 

rather than as having a revenue side and an expenditure side. People view the 

government as a whole, and this shapes their perceptions on development and 

service provision. 

‘The problem is that they (the people) see all apparatus as a whole, and it 
is supposed to be so. If we see from this understanding, to fix the 
government apparatus is them as a whole isn’t it? It can be made through 
the enactment of apparatus law, or the betterment of government 
employees. Maybe it is because there is no continuation of development, 
president changes then policy changes and it causes distrust. And actually 
the political parties do not make Indonesia better, but they make the 
country even messed up. It is different from other countries. When there is 
a national general election the public service is still continuing well, it is not 
bothered by the event.’ (P14, 47 years, tax consultant) 

Both these arguments were acknowledged by the last comment by a tax consultant. 

While he agreed that people should see there is difference between the revenue 

and expenditure side in terms of public facilities and services, he understood that 

taxpayers demanded better returns on taxes regardless who delivers them. 
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‘The fact is DGT has heavy task, they have to collect this trillions (of 
rupiah), while other departments will enjoy. If a taxpayer says I pay tax but 
I do not get benefits from what I pay, there are still traffic jams and roads 
are still bad, it is not the DGT’s task but it is the task of other departments 
to provide, maybe the Public Works department because the fund has 
been supplied by the people’s tax. But still it is normal that people pay say 
I already pay tax but I do not enjoy, ugly roads, congested, it is normal. I 
do not know from where we begin to fix.’ (P15, 54 years, tax consultant) 

6.4.8. Simplicity of Tax System 

One issue frequently emphasised by the participants was the complicated and 

troublesome tax system, and they advocated for simplification. They viewed the 

current tax system as difficult and believed many taxpayers could not afford to 

comply, because of the time or effort required to fulfil obligations. In addition to 

unawareness of tax, the complicated system worsened their reluctance to be 

involved in tax matters. 

One taxpayer explained his view and his experiences in completing tax 

administration, from the preparation of tax forms to the filing of the return. He found 

that even the forms looked troublesome and difficult to understand. 

‘Common people do not understand tax matters with the entire forms et 
cetera and in many looks that make people confused just by reading them. 
What to do. Not even to filling out, just seeing the forms already makes 
them confused.’ (P5, 44 years, business owner) 

He added that because of the confusion, some taxpayers decided not to complete, 

and were not fully aware of the legal consequences. He also believed that the DGT 

should provide assistance to help the taxpayers in fulfilling obligations; otherwise, 

taxpayers might choose to abandon the process as they did not know what to do, 

resulting in non-compliance. 

‘People sometimes do not take it seriously because they do not know what 
to do but do not realise what the legal effect will be. 

At least in the beginning there should to be an officer that explains it. Also 
most forms are directly sent to the taxpayers’ addresses, so if the 
taxpayers do not know how to fill it they will ask tax consultants. But they 
are the taxpayers who are willing, what about the taxpayers who are not 
willing? They will just leave the forms. If they are asked, they will answer, I 
do not know how to.’ (P5, 44 years, business owner) 

Another taxpayer agreed that administration was a burden to individual taxpayers. 

Unawareness of tax added to the difficulty in completing administration, 

discouraging taxpayers from filing tax returns. He viewed such cases as prevalent 

among businesses, up to middle-sized business individual taxpayers. 
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‘Preferably the taxpayers are not troubled by such sophisticated reports. 
Just make it simple, guide. So I think taxpayers are willing to pay tax, only 
the information dissemination is very lacking. I know if taxpayers go to the 
tax office, they will be served well. But they have to go there. Those who 
go there means that they have good awareness of their tax obligations. 
What about those with low level of awareness? They will just ignore it and 
they do not pay they do not file tax return, unless there is an action from 
the tax office to take it. So give information dissemination. 

Corporations usually have personnel to handle tax matters. But for medium 
businesses, (the administration) is disturbing.’ (P6, 52 years, lawyer) 

A tax consultant voiced a similar concern, expressing that individual taxpayers did 

not prepare administration matters related to tax well. He believed that complicated 

administrative requirements increased taxpayers’ reluctance to obey regulations and 

strengthened bad perceptions of tax. He recommended that the DGT change the 

system for individual taxpayers from self-assessment to final tax or a withholding 

system. 

‘The system should be simplified, because individual taxpayers do not 
administer their taxes well. Taxpayers will be discouraged and think it 
would be better not involved in tax matters. Just final or withhold, so it will 
not deepen their antipathy to tax, and there will be no negative campaign 
about tax. As long as the individual taxpayers, just final or withhold, 
finished. Anyway employees’ tax are withheld by the employers, and in tax 
context we consider them to be compliant.’ (P9, 45 years, tax consultant) 

He further suggested that individual taxpayers were willing to pay tax, provided that 

they were not burdened by administrative burdens, because they did not have 

resources to handle them. 

‘In general taxpayers are willing that their incomes be taxed, not so many 
people oppose, except if they think that the rate is too high like 30%. But 
the willingness is there, everyone knows that income should be taxed, but 
do not trouble them anymore because they cannot afford it. For us 
consultants it is good that they do not know because it means income to 
us, but that is not good. 

So just make it simple, taxpayers do not need to prepare tax returns. Tax 
officers just come to check whether the taxpayers have paid or not, so 
there will be tax invoice every month to prove that they have paid.’ (P9, 45 
years, tax consultant) 

Another taxpayer had a similar view, praising the current regulation stipulating that 

small and medium taxpayers pay final income tax of 1% of sales. He believed it was 

a good regulation and liberated individual taxpayers from an administrative burden 

that they could not afforded. 
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‘Now a particular group of taxpayers has been imposed the final income 
tax, I think that is a good rule, because the taxpayers are not troubled to 
calculate their profit. 

They pay one percent of the sales as income tax, then tax officers do not 
bother them anymore. In the past they wanted to pay, but did not know 
how to calculate and file. No time either. For big businesses, ok, ask them 
prepare the bookkeeping.’ (P8, 39 years, corporate finance director) 

He further argued that measures in the administration created obstructions for tax 

collection, and that there were many steps from the obligation to the realisation of 

revenue for the national finance accounts. 

‘The distance between the taxpayers and the execution of paying tax 
should be made shorter. 

In current practices, after business owners generate revenue, there are 
several steps from there to paying tax. First they have to calculate total 
sales, then calculate the cost, then prepare bookkeeping, then make tax 
returns, then go to the bank to pay, go to tax office to file; so many steps 
that separates the money from the state account. But if the distance of my 
money and the state account is short, no many processes in between, 
maybe people will not be troubled to pay. If necessary they can pay the 
percentage online using ATM or mobile banking monthly. Finished. The 
taxpayers’ easiness means less efforts to DGT too.’ (P8, 39 years, 
corporate finance director) 

A tax consultant further suggested that taxpayers know they are obligated to pay 

tax; however, the complications in fulfilling the obligation made them decide against 

complying with the regulations.  

‘Taxpayers understand the tax obligations, but when they are faced by the 
difficulties in complying with the regulations, they will think it is better not to 
do this.’ (P11, 36 years, tax consultant) 

6.4.9. Factors that Influence Willingness to Pay Tax 

Participants were asked about the factors that affected taxpayers’ attitude towards 

paying their taxes. In this session the participants were asked to highlight what 

factors they considered to be influential in shaping their willingness to pay their tax 

based on their experience. Thus, this question is closely related to the factors that 

influence tax morale. 

Most of the taxpayers mentioned that provision of good public facilities and services 

as well as transparency in the use of tax money would induce willingness to pay tax. 

One participant believed taxpayers would be compliant if the government provided 

good facilities and serviced to improve their life, regardless of level of income. 

‘I tend to vote for the availability of public goods and services. It will 
encourage us to pay tax. It is related to the government service and the 
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easiness for people. The more caring the government to people and the 
easier things for people to do in their daily life, surely will make them more 
willing to pay tax. However small is an individual’s income, if the 
government serves him/her well, he/she will be willing if a part of his/her 
income taken for the sake of other people.’ (P1, 42 years, university 
lecturer) 

Another participant did not believe that the service delivered by the DGT was 

sufficient to induce taxpayers to be willing to pay their tax. Instead, he was confident 

that good quality of public goods and services were the underlying factors that would 

affect the willingness of taxpayers to be compliant in fulfilling their obligations. 

‘Maybe higher quality of public goods and services and the impression that 
the government service is better, not exclusively only tax service. 
Sometimes there is no problem if we do not get tax service because we 
can directly pay to the bank, even if there is no contact with the tax office it 
is still not a problem. But if we see those two factors increase, I am sure 
people will have willingness to pay tax. I pay tax but it is ok because my 
children’s education quality is also good. I pay tax, traffic congestion 
decreases, roads expand, and public transports improve. Those are what 
we expect from what we pay.’ (P8, 39 years, corporate finance director) 

He added that the government’s treatment of people, not only from the tax authority, 

was influential in improving tax morale. He believed that if the government’s service 

was good, people would see the benefits of their taxes, increasing their willingness 

to pay tax. 

‘For me personally if the tax service is good, that is normal, not an added 
value. That is the way it should be. If we know that it is good, but it does 
not make us more willing to pay. But if we witness that the developments is 
getting better, the apparatus are more serving, not arrogant, that they 
really realise that they eat from the tax money paid by the taxpayers, those 
things will change the people’s perception of tax as a whole. So it is not 
only about the tax. 

So it is about the public goods and service provided by the government 
and the service of all the government apparatus, not only the tax 
apparatus. Normally people who pay need to feel something from what 
they pay. If people pay but they do not enjoy anything it means they pay 
only because of fear, because of being forced, because obligation, and if 
there is a chance they will evade. For me personally I will be much more 
delighted if the money I pay will return to me or to my children.’ (P8, 39 
years, corporate finance director) 

Another participant, a tax consultant, mentioned public facilities as one of the 

influential factors. In addition, he further suggested from his knowledge that 

empathetic service from the tax authority as well the easiness of the system had a 

significant impact on taxpayers complying with obligations. 

The first factor is the public facility, then the second is the easiness. 
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How the tax authority treat them well. I discussed with taxpayers several 
times and they paid the tax not because of fear but more because of 
discomfort that the relationship (between the taxpayers and the account 
representative/tax officer) will be ruined. Because they had been served 
well; and the officers helped them. If there was a facility to pay in 
instalments but the facility was not given, the taxpayers would think they 
had better run, make a new company. There are people like that. When 
they want to pay tax, they understand that tax is an obligation. What they 
do not understand is when they want to pay but it is made too difficult to 
them. They have to follow many procedures. That is DGT procedures, they 
do not want to know; all they want is how things are made easy.’ (P11, 36 
years, tax consultant) 

Further, a participant believed that people’s economic situation was influential on 

taxpayers’ willingness to pay tax. She believed that if people were well off, they 

would be likely to fulfil the obligation more willingly. She then added that public 

facilities were also effective, that if people knew that their tax would provide benefits 

in the form of good public goods and services, they would be more compliant. 

‘The most influential factor is obviously people’s welfare. If people are well 
off they will be easier to be appealed to participate in this country. Also if 
benefit is unclear, people will think that “why should I pay tax if there is no 
benefit?” If facilities are provided well, and the goods and service are equal 
to the tax paid by the taxpayers, people will be happy.’ (P7, 66 years, 
retiree/business owner) 

In addition, a tax consultant explained that taxpayers would be encouraged in their 

willingness to meet their obligations if the government used the money well in the 

public interest. He described an example of a taxpayer who was more willing after 

he learned that the tax money would be used for infrastructure development, instead 

of a fuel subsidy, which is enjoyed by rich people who own vehicles rather than the 

common people. 

‘If the government is honest, ok. The subsidy will be reallocated to 
infrastructure, so people are aware. An individual taxpayer told me, I do not 
want to pay tax, (because) the money will be used to subsidise the fuels. It 
will be just burned (as fuels), how may trillion rupiah is that? Based on the 
analysis the persons who enjoyed the fuel subsidy were 75% people who 
owned cars. If the government dares to turn the (subsidy money) to 
infrastructure, I will salute, hopefully it can be (reallocated). Many individual 
taxpayers say so, ah the money is burned into subsidised fuel. But if the 
government promises that the money will be used for infrastructure, I will 
pay.’ (P15, 54 years, tax consultant) 

Another factor that was frequently mentioned by participants was the transparent 

use of the tax money. They believed that when taxpayers knew how their tax money 

would be used, they were more inclined to observe the regulations. 

‘While other factors are necessary, I think transparency maybe important, 
that we know where our tax goes.’ (P3, 68 years, school owner) 
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The statement was supported by another participant, who pointed out that the lack 

of transparency on the use of tax money was the reason for taxpayers’ reluctance to 

pay. 

‘Personally I agree with the four factors, but the main (factor) is the 
transparency of the tax money utilisation by the government. Currently it is 
still unconfirmed. That is why sometimes people are reluctant to pay tax 
because the transparency is not clear. That is the principle that I see from 
people.’ (P4, 42 years, sales manager) 

While mentioning transparency, another participant emphasised the need to educate 

people about the use of tax revenue. He argued that currently people did not know 

what the money was used for. He believed that the use of tax money should be 

transparent, and equally, people should be well informed. 

‘The most important thing is the transparency, where it is used. Information 
dissemination is necessary so that people know that tax is used for this… 
In general people do not know it yet. We are always told to pay, but we do 
not know that the roads are funded by the tax, isn’t it? State teachers’ 
salary are paid with tax. People do not know (that), what they know is that 
the government pays that, state money, without knowing where the state 
money comes from.’ (P5, 44 years, business owner) 

One participant pointed out that administration was still troublesome. He believed 

that simplicity of the system and an easy way to pay were influential factors on the 

willingness of the taxpayers to pay tax. 

‘All factors are important, but sometimes I also complain about how 
tiresome it is to administer the tax. So many components have to put 
attention into and to fill. So I choose the administration simplicity. Tax 
payment should have been made very-very easy for even the most 
common people.’ (P12, 27 years, business owner) 

In addition, a tax consultant believed that personal belief was also highly influential 

on the willingness of taxpayers to pay tax. He mentioned ‘zakat’ as an example 

taxpayers compare with tax. He pointed out that some taxpayers were more willing 

to pay ‘zakat’ than tax because of their belief. 

‘Some people do not pay tax, first because of belief. Religious belief 
strengthens their stance to pay ‘zakat’ more than to pay tax. The second is 
because of unawareness. The third is because of evasion. These are three 
categories of people not wanting to pay tax. The biggest percentage? In 
Indonesia, the belief. 

There are many people that think like that, why pay to the state? It is better 
to pay ‘zakat’, besides helping people, they are also (believing to be) 
rewarded in heaven. If we are egoistic we will be like that, won’t we? We’d 
better help the villagers.’ (P14, 47 years, tax consultant) 
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It was observed that when asked about what the eminent factor which would affect 

their willingness to pay tax, most taxpayers suggested that good provision of public 

goods and service would do so. Some participants believed that if the government 

succeeded in delivering good public goods and service, they would have a sense 

that what they paid was worthy. It would encourage them to be compliant to share 

their contribution in form of tax payment. This opinion, however, was somewhat 

different from the previous suggestion that the provision of public goods and service 

was believed to not entirely related to the tax compliance of individual taxpayers; 

rather, they paid their tax merely as an obligation without expecting any benefit in 

return.36 Nevertheless, this difference shows that the perceptions about factors 

affecting the taxpayers and how such factors affect their willingness vary among 

taxpayers. The information from the interview will be further analysed and 

triangulated with the quantitative analysis to capture more reliable answer to the 

question whether the provision of public goods and service is influential on the 

individual taxpayer compliance in Indonesia. 

6.4.10. Factors that Influence the Decision to Pay Tax 

Participants were asked which factor was the most influential on their decision to 

eventually pay their taxes, from a list including fiscal factors income, tax rate, fine or 

penalty and fear of audit (as discussed in Section 2.3.1). It needs to be noted that 

the question is different from that of the willingness to pay tax as queried in Section 

6.4.9, where in this Section the question is to explore why the taxpayers eventually 

pay their tax regardless they are willing or not. Participants were also asked to 

provide factors other than these four, if any, that they thought influential or that had 

effect on their decision to pay tax up to the date they were interviewed. 

No participant conveyed that taxpayers pay their tax voluntarily. Most participants 

mentioned that the fine and fear of being audited were the key determinants in 

influencing them to meet their obligations. 

A participant whose business was schooling simply mentioned that he paid taxes 

mostly in order to avoid fines. 

‘Fine and others.’ (P3, 68 years, school owner) 

Another participant similarly pointed out that the fine was the most influential factor 

that deterred him from paying taxes late. In a further statement, he expressed that 

he also wanted the means to meet the obligation to be simplified. 

                                                           
36  See Section 6.4.7. 
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‘Fine. I pay in time because I am afraid to be fined. And administration 
simplicity. It irritates us that even we want to pay we are still made tired. 
That annoys people who want to pay. That is the thing, even we want to 
pay for the nation it is made difficult to us. In the past even when we 
wanted to pay tax, we had to bribe, that was weird, wasn’t it?’ (P5, 44 
years, business owner) 

Similarly, another business owner mentioned that the fine was the reason he paid 

his tax, and suggested he did not look closely at the utilisation of the money he paid. 

‘For me it is the fine. I don’t like to be fined. If something has to be paid, 
why should get fined first to pay? Regardless of the (tax money) utilisation 
in the future, the most important thing is fulfil the obligation first.’ (P12, 27 
years, business owner) 

One participant indicated that non-transparent use of tax money induced reluctance 

to pay tax; however, he hinted that his paying decision was influenced by the 

imposition of a fine. 

‘For me personally, the lack of transparency in the allocation of the tax 
makes people reluctant to pay tax. I am also afraid of fine.’ (P7, 66 years, 
retiree/business owner) 

One participant added fear of audit as an accompanying factor, along with the 

penalty. Being involved in an audit might involve legal problems and be time-

consuming. 

‘Maybe I tend to the audit factor and fine. Fine can cause financial difficulty 
to me, audit can cause legal problems and et cetera, and consume our 
time.’ (P1, 42 years, university lecturer) 

Similarly, a tax consultant mentioned fear of being audited as well as being fined 

were the most influential factors on taxpayers’ decision to pay. She also emphasised 

that paying tax was not conducted voluntarily but because of enforcement. 

‘There is influence from the soft factors but they are not the main reasons. 
They pay tax because it is an obligation. They do not want to get fined and 
to be get involved with tax offices. Fulfilling obligation may be because of 
willingness or by force, and I see this case as by force.’ (P10, age n/a, tax 
consultant) 

While admitting that good service played a role in encouraging people to comply 

with their tax obligations, another participant believed that the fine and fear of audit 

were the most influential factors compelling taxpayers to pay. 

‘In my opinion the penalty and fear of being audited are in front. Tax rate is 
just so-so, taxpayers don’t really bother about rates. But if they think the 
rate is too high for Indonesia, saying too high must have another (rate) for 
comparison, right? Another thing is service.’ (P13, 44 years, corporate tax 
manager) 
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Another participant was confident that fear of audit was the sole factor in paying tax, 

as taxpayers are driven to avoid it. 

‘Afraid of being audited. So actually (they pay tax) because of fear.’ (P8, 39 
years, corporate finance director) 

Fear of audit was also mentioned by a tax consultant as a deterrent to taxpayers 

avoiding their tax obligations. 

‘The most influential thing is the fear to be audited. Maybe if taxpayers 
have income routinely managed by corporations, willing or not there is a 
need. If they do not report it they will get audited. But it is also problematic, 
if they report they may get audited, if they do not report they may also get 
audited.’ (P9, 45 years, tax consultant) 

Ease of paying and administrative simplicity were the preferred factors mentioned by 

four participants. They indicated that if administration were simpler, taxpayers would 

be more willing to meet their obligations. They argued that the troublesome tax 

arrangements hindered taxpayers in paying their tax. A participant suggested that 

ease was the most influential factor, hinting that greater ease would increase the 

number of those who eventually comply with their tax obligations. 

‘Administration simplicity, when taxpayers want to pay the system is made 
easier. Don’t make it difficult to pay. For example paying vehicle tax, so at 
least those who do not have time, (because of the payment points are) 
available in malls, on the street junction, initially they do not want to pay, 
eventually they pay.’ (P4, 42 years, sales manager) 

Another participant also suggested that individual taxpayers be freed from 

troublesome administration, suggesting that the work to calculate the tax due should 

be conducted by the tax authority, as individual taxpayers could not afford to 

conduct the work as corporations did. He believed that current technology should be 

used to help with this. 

‘The most need factor is the administration simplicity. We don’t need to 
prepare all reports, just like paying electricity bills. This NPWP holder must 
pay this amount of tax. Corporations prepare book keeping, but individuals 
just pay through ATM. Pay with invoice. Tax office just assesses and set 
the amount to be paid and where to pay, no need for any formalities. IT 
system now is advanced, with NPWP we can detect the names and other 
identities.’ (P2, 50 years, business owner) 

A tax consultant also mentioned simplicity as the factor that encouraged taxpayers 

to comply with their tax obligations, comparing the situation in Indonesia with what 

he believed occurred in other countries. He indicated that some taxpayers felt it 

tedious to get involved with tax matters currently. 
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‘Administration simplicity. This is a comparison with a friend in another 
country. How easy the administration is there. The taxpayers file their 
income tax monthly and how much costs they spend, how much refund 
they will get, or how much tax arrears they must pay. It is all so easy. While 
in Indonesia the refund is so…. Refund is really unfavourable matter. 
Applying for refund will get you audited. Then there come other matters. 
Instead of getting the refund, taxpayers will eventually have to pay arrears. 
So there are some taxpayers that ask not to apply for refund, even though 
the amount is big and it is their right.’ (P14, 47 years, tax consultant) 

Another tax consultant also believed that simplicity was necessary to induce 

taxpayers to pay their tax, in addition to assessing the benefits. 

‘The most influential thing actually, based on my experiences, people tend 
to want simplicity. That is very influential. Indonesian treat things like 
transactions. Is this beneficial for me or not? If it is not, why should I get 
involved? Then is easy or not, if it is not easy, why should I do it too?’ 
(P11, 36 years, tax consultant) 

Lastly, one tax consultant mentioned that the rate also had a role in the decision of 

taxpayers to pay their tax. He mentioned an example where a taxpayer tried to find 

a way to lower the tax paid because the taxpayer considered the rate too high. The 

taxpayer wanted to pay tax; however, at a lower rate. 

‘My experience as tax consultant, regarding tax rate, that really happened. 
Most of the high income taxpayers asked, because their income has a 
higher tax rate. Why don’t we try to lower it, how do we do it? So those 
kind of questions from the taxpayers are real. They asked how to arrange 
to only be imposed the lower layers of income tax rate, how to be imposed 
only 10%. So that kind of thinking, people tend to find the cheaper ones, 
they think the most important thing is that they pay tax.’ (P9, 45 years, tax 
consultant) 

6.4.11. Willingness to Pay Tax 

When asked about willingness to pay tax, both groups, individual taxpayers and tax 

consultants, expressed reluctance, either implicitly or explicitly, to pay tax. Some 

participants briefly explained the reasons why they were unwilling to comply, while 

others did not express a cause, but only indicated that tax was an obligation as 

regulated by law. No participant suggested that he/she paid tax because of an inner 

desire, as a means of sharing or providing benefits to others or the nation. Among 

the generally unwilling stances, the following opinion was considered quite positive: 

‘So actually if we are talking about willing or unwilling I am sure everyone 
says I am not willing (that my income) to be taxed, but that is narrow 
mindedness. We must think widely, comprehensively, because tax is 
related to the national development. How can this country advance if 
nobody wants to pay tax? Furthermore, there are some people who may 
have to pay big amount of tax, but they hide (their income). Talking about 
willing or unwilling, frankly willing or not, we already consider tax as charity, 
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as an obligation. So like it or not we must be willing, because it is a 
responsibility for the country.’ (P2, 50 years, business owner) 

Similarly, other participants expressed: 

‘The main thing is, tax is an obligation.’ (P5, 44 years, business owner) 

‘(I pay tax) only because I comply with regulations. I do not consider the 
fiscal factors. Normatively I do not see them. I only want to comply with 
regulations. Taxpayers have to pay tax, so just comply. I do not know 
about other people, maybe because they are afraid to be audited, maybe 
because of penalty, I do not know.’ 

‘I pay tax, because I comply with regulations. And I think it is citizens’ 
responsibility, together helping the government to develop this republic.’ 
(P6, 52 years, lawyer) 

Another taxpayer suggested that she would pay tax in accordance with regulations if 

a tax officer came. She also suggested there are taxpayers who do not want to 

comply. 

‘However it is, not everybody is honest. Some people are afraid that their 
tax amount will be too high, so they underreport their income. As for me, I 
will follow the rules. If tax (officer) comes, I will pay according to 
regulations.’ (P7, 66 years, retiree/business owner) 

One tax consultant expressed a similar sentiment, suggesting that taxpayers see tax 

merely as an obligation, without considering the return they will get from paying. 

‘In general from the individuals inside the corporate taxpayers - because in 
corporations there are individual taxpayers - tax is viewed more as an 
obligation. Whether they get benefit directly or not it seems that they do not 
think that far. So this is an obligation and this is a part of state revenue, so 
we have to… Whether they get something in return, I think it is not yet 
(considered).’ (P10, age n/a, tax consultant) 

One participant emphasised his feeling, straightforwardly expressed, that his paying 

tax did not intend to help the country develop. He stated that he paid tax because 

tax was an obligation. 

‘Personally I pay tax not because of the awareness that the taxes I paid 
will be used for the development. This is because I never know how far 
and (there is) no transparency in the utilisation of the taxes. I pay because 
it is an obligation that I have to fulfil.’ (P12, 27 years, business owner) 

Two participants voiced their unwillingness to pay tax more explicitly than the others. 

While one participant provided the reason that the use of the tax was not clear to 

him, the other argued that the tax rate was a factor. 

‘There is no clear consideration for the decisions to increase the tax. It is 
the thing that causes us as the members of the community question at that 
time, “what is this tax used for?”’ (P1, Male, 42, university lecturer) 
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‘Frankly I still find it heavy to pay tax even though we realise that it is 
important to the development, (this is) because of other factors, such as 
the percentage (tax rate) is too big, if we see in other countries the rate is 
15% but in our country it reaches 30%. We are aware tax is important, but 
to pay is still burdensome… ’ (P8, 39 years, corporate finance director) 

More lengthy explanations about the situation were expressed. One participant 

working as a tax manager divided uncompliant individual taxpayers into three 

groups: those who did not want to pay tax because they did not want to, those who 

did not want to pay tax because they did not know what tax was and what it was 

used for, and those who did not want to pay because they had a negative perception 

about tax and the tax authority. 

‘I can say that 50–60% of employees do not want their income to be taxed. 
When it was stipulated that all employees ought to have NPWP, I made 
three shifts (of information sessions) from the Human Resources 
Department to promote the NPWP. It was tough but I told them “this is 
law”. If you want to protest, go protest to the parliament. (What I did was) 
such a feudalistic way, wasn’t it? So I can tell that 60% of them were not 
willing. 

There are three possibilities of their unwillingness. One because they do 
not want, whatever the reason (they say) “I do not care, I do not want to 
pay.” Another one because they do not know, they do not know what the 
tax concept is, that indirect concept. If they pay here, their villages back 
home are helped, (but) that is beyond their knowledge. Then the tax 
officers who had scandals worsened their unwillingness, even we need to 
check (whether there is) correlation between the scandals and the 
unwillingness. But I think those are the general perceptions of the 
employees.’ (P13, 44 years, corporate tax manager) 

Two tax consultants mentioned that administration difficulties had a role in 

taxpayers’ unwillingness. While the withholding system helped compliance, as 

taxpayers do not have to deal with payment and administration issues, the problems 

are considered to be more complex for business owners as they have to calculate, 

pay and file tax returns by themselves. 

‘Based on my observation on day to day facts about the willingness of the 
individual taxpayers, the intrinsic willingness is very lacking… whether the 
persons are public figures or common individuals, all of them tend to be 
reluctant to think about the administration in order to know how much their 
tax obligation really are. They tend to like the practical things, for example, 
if they are in institution then they want the institutions to withhold, file and 
help them with their obligations. Maybe the problem is in the administration 
issue. Maybe they also lack knowledge, then maybe they also lack of time 
to deal with the tax filing. 

There are also controls (over transactions) between corporations; but for 
individuals there is no such thing. There is no control of transaction 
between individuals, so the willingness I think is lacking, except if it is 
related to institutions. If they deal with institutions they have to follow the 
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system, because usually every institution has standard operating 
procedures so they have to follow it, employees or whoever is involved in 
the transaction. For individuals, the system is self-assessment. I think the 
tax (paid to the state account) has been far from what should have been 
paid and filed. I interact with many people, most of them do not know there 
is an obligation to file. Most of them do not understand. If they are not 
audited they will not file the tax return.’ (P9, 45 years, tax consultant) 

‘For individual taxpayers this is relative. We have to divide. For employees, 
directors, their income taxes are withheld, they only need to file, finished. 
So I think they do not really have a problem. The problematic ones are the 
business owners, they have the most problems. They must think “why do I 
pay such high amount of tax?” News of corruption are broadcasted 
everywhere. Parliament members are involved in corruption scandals. Also 
corrupt tax officers are kept hostages in media. Those things really affect 
their willingness to pay tax, because they think even if they pay high 
amount of tax, the money will be stolen by the parliament members, 
ministries. That kind of thought still exists in the society. 

The tax reform is an added value, but that is not enough. Other must 
follow, all (institutions) must be better, reforms in all government 
employees. Therefore people will experience that services improve in 
every sector. Also the easiness to pay tax. Easiness in government 
administration. If, only in tax sector things improve but in other bureaucracy 
systems do not change, their image will still remain, “why do I need to pay 
tax if the service does not change, roads are still bad with pot holes, the 
street lights are off.” Even though those are not DGT domains, but that 
image still affects. “The government service is still bad, so we do not need 
to pay much (tax).”’ (P11, 36 years, tax consultant) 

Another example was added by a tax consultant, citing his client, who was also 

reluctant to pay tax. The explanation was that the client did not see any benefits 

returned to him as a taxpayer—he did not realise tax had contributed to 

development. 

‘My client is a professor in a well-known university in Indonesia. He is one 
of those who actually are reluctant to pay tax. Why? Because the benefit 
concept is not clear. I pay tax then what do I get (in return)? The road are 
full pot holes. We seem to pay to thugs, (there is) no use. There is 
development, but it seems the development is not done by the government 
but private sectors. Malls are constructed by private companies. There is 
no government role, and the roads are full of holes. Then if I retire later, 
what will I get?’ (P14, 47 years, tax consultant) 

Another participant, a tax consultant, spoke of a similar attitude of individual 

taxpayers. He said most of the individual taxpayers were inclined to hide their asset 

information in order to evade paying tax. He believed that lack of willingness was 

also influenced by individual characteristics—whether a person was honest or not.  

‘Pressure must be applied to individual taxpayers. There are many 
individuals who have not owned NPWP. Some individuals own 
corporations, they have NPWP, but most of their assets are managed by 
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their siblings, and their siblings do not have NPWP. That is possible, isn’t 
it? They do not have any saving in banks, they do not want to pay tax. 
They just evade. Therefore I really support the (implementation of) Single 
Identification Number (SIN)37. Yesterday I received an SMS from a friend, 
there was an information about tax that everything would be exposed. So 
asset information will be able to be detected, you have to report your 
asset, (for example) house was acquired in what year, how much the 
acquired price was, et cetera. At present you do not have to put your bank 
account information, but later you have to and you inform to tax authority, 
then, is it conformed? (with the information you put in the tax filing). I have 
told some potential taxpayers like that it would happen, and they got panic. 
(They ask) how do I hide it? Those were the words uttered, “How do I hide 
it?” That is not fair, isn’t it? 

There are people born honest and there are people born dishonest, but 
most are dishonest. As long as they enjoy the assets that they hide, they 
will hide them… So DGT must be more intensive to examine such cases.’ 
(P15, 54 years, tax consultant). 

6.4.12. Tax, ‘Zakat’38 and Religious Charities 

One issue mentioned frequently was ‘zakat’, particularly in direct comparison with 

the opinion on tax they were expressing. Some participants had the belief that 

people tended to be more willing to pay ‘zakat’ or other religious charity rather than 

tax. Some participants considered that ‘zakat’ or religious charities are more 

observed because they provide a more noticeable return, especially to the 

community in their surroundings. Tax, in contrast, was perceived not to show any 

benefits. 

One participant believed ‘zakat’ was a better system and had been more useful for 

the poor, while the government failed to provide this help. 

‘The image does not reach the poor people yet. ‘Zakat’ system is far better, 
the system used in masjids because it directly touches people. We do not 
object to pay (the ‘zakat’ rate) 2.5% but it is directly paid to the poor people 
who need. So far the (tax) money collected and the government uses it but 
it does not reach the needy. There are still people sleeping under the 
bridges, there are still beggars. There is no institution that handles the tax 
to be delivered to people. Not maximised yet.’ (P2, 50 years, business 
owner) 

He further concluded that the difference made people reluctant to pay tax. 

‘When we pay ‘zakat’ we do not feel it burdensome. People pay ‘zakat’ 
annually to masjid. People are willing (to pay). The difference is, (the use 
of tax) is not visible to people, and does not return to the people.’ (P2, 50 
years, business owner) 

                                                           
37  Single Identification Number (SIN) is an administration proposal to combine various identification 

numbers such identity (ID) card, tax number, social number and others into one single 
identification number. 

38  See Section 3.7. for definition about ‘zakat’. 
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Another participant added that people were willing to pay ‘zakat’, and voluntarily 

visited the collecting authority. He believed this was because the payers believed 

that the money would be used well, and that people saw the use of the money that 

they paid. 

‘There is an example, a small case, in Islam (religion) maybe ‘zakat 
fithrah’39, I saw in a region the collectors did not need to collect door to 
door, but it was the people who came (to the collection site). Why? 
Because the people believed that the money would be managed well, and 
they saw the management conducted an economic system that benefits to 
poor people in the area, there was a visible change. So the people came 
by themselves, reported by themselves. It shows that our people are 
unique, when they are served well they will not trouble people, they will 
come.’ (P1, 42 years, university lecturer) 

One tax consultant confirmed that individual taxpayers preferred paying ‘zakat’ to 

tax, because they perceived the government failed to provide benefits in return. He 

also added that the reluctance was partly due to belief as well. 

‘Around 75% of my clients are Muslims, they often give statements – I do 
know whether because of being upset or not – I prefer paying ‘zakat’ to 
tax. That is because of the religiosity factor, also they consider that the 
government is not able to give contribution in return.’ (P9, 45 years, tax 
consultant) 

Another tax consultant added that paying ‘zakat’ was preferable because it was a 

matter of belief. He believed that rewards drove people to pay ‘zakat’, a reward that 

they believed was not offered by paying tax. They even wanted to pay more ‘zakat’ 

while they tried to pay less tax. 

‘Zakat is a matter of belief. It is a relation between a person and God. The 
supervision is only the person and Him. The person is the actor, and he 
supervises himself. People are afraid of not getting heaven as rewards. 
Even after the 2.5% ‘zakat’ obligation is already calculated well, they still 
want to overpay because they are afraid (of not complying with the 
teaching). But if it is tax, they still want to reduce it. They want to reduce it 
because there is no heaven as rewards.’ (P14, 47 years, tax consultant) 

Another tax consultant expressed his belief that the attitude towards paying tax was 

affected by surroundings—because the Indonesian community is intensely religious, 

people observed religious systems and instructions more than national regulations. 

‘Our people have not reached the level to know that tax means sharing. 
We are in religious community, most people want to pay ‘zakat’, ‘sodaqoh’ 
(charity). In Christianity the rate is even 10%, and they are willing to pay for 
the church. In Islam that happens to. But they still do not see that tax is a 
means to share with other people. This is because we are religious people, 

                                                           
39  Zakat fitrah is one kind of ‘zakat’ to be paid once every one Islamic year, prior to a religious festival 

called Idul Fithri. 
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whatever the religion is. If it is not related to the religion, what is paying 
for? But when it involves religion, there will be reward to go to heaven or 
there will be reincarnation to become better-off persons. They will pay 
willingly even in a higher rate, because it is for their after-life. But if for 
nation, they do not think far yet.’ (P9, 45 years, tax consultant) 

He further mentioned that the inclination towards paying religious charity rather than 

tax was not confined to a particular religion. He mentioned an example of a client 

who was reluctant to pay tax but more willing to pay for religious matters, despite the 

payment for the religious activity being six-fold the tax payable.  

‘Some people are not willing that their income is taxed at 5% but they are 
willing to pay religious charity at 30%. That is a real occasion. I was 
surprised, when the taxpayer had income and her income was about to be 
taxed 5% she said “do not bother pay tax”, but then her income was taken 
30% for her church and she was willing. Imagine, 30% for religious charity 
she was willing, but not for tax. Eventually she had to pay the 5% tax but 
she actually was more willing to give it to church than for tax.’ (P9, 45 
years, tax consultant) 

He suggested that an appeal be made to taxpayers to pay tax, to nurture a better 

understanding that tax is also a good deed, and communicate through religious 

leaders that tax is an important item. 

‘So I think strategy should be made that the tax is an obligation to the 
nation, some part of religious charities should be for tax. It should be 
communicated to religious leaders to disseminate to people that if there is 
a ‘zakat’ obligation, tax should be put in front. Tax is also ‘zakat’. Maybe 
(the strategy) will work. But there has to be cooperation with MUI40 and 
churches. So it is encouraged that from the 30%, 15% is paid as tax. That 
is a good deed too. 

What makes the difference between ‘zakat’ and tax is what is nurtured 
inside people, and the rewards (of the ‘zakat’).’ (P9, 45 years, tax 
consultant) 

6.4.13. Tax Education and Information Dissemination 

Information dissemination was another theme to emerge from the interviews. Some 

participants voiced that the DGT should conduct more intensive information 

dissemination so that taxpayers had more understanding of their obligations. They 

indicated that a number of taxpayers were willing to pay their tax; however, there 

were many occasions when they did not know how to do so, resulting in non-

compliance. 

A participant suggested that lack of information about tax and the tax authority 

caused a prejudice that undermined willingness to obey regulations. 

                                                           
40  MUI is the abbreviation of ‘Majelis Ulama Indonesia’ or ‘Indonesian Islamic Cleric Council’. 
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‘Actually people do not know exactly the way or how to pay taxes. There 
should be information dissemination to people, because sometimes people 
have prejudice about things which are not clear. They hear things and 
what they think may not be the same with the truths.’ (P3, 68 years, school 
owner) 

Another participant believed that many taxpayers did not know how to fulfil their tax 

obligations because of a lack of information. Another factor mentioned in his 

statement was complexity, especially for taxpayers who were not in formal business 

activities, despite being obligated to pay tax. 

‘My suggestion is the better and sympathetic service from the officers and 
more active to go to the people. So many people do not know how to 
prepare tax files and where to file them. What to prepare, while actually 
there are so many things to prepare. 

Let us say medium business owners. They usually do not know about 
administration, their businesses are quite successful so they already have 
tax obligations, but they do not know where to go (to pay tax). There is no 
explanation that they already have obligations, no such information. Only 
when they want to formalise their businesses they will be directed to such 
things.’ (P5, 44 years, business owner) 

He further urged that the DGT provide guides for taxpayers to help comply with their 

obligations. At present, such information does not exist so taxpayers feel confused 

about what to do. 

‘So there is a need that tax officers go to community, there are so many 
informal business owners. Inform them that it is not sophisticated to get 
administered, if necessary provide tutors to help them. Do not just give 
them forms and ask them to fill out, (because) they do not know how to, 
myself included. A few years ago, I did not know how to fill out the tax 
forms, what to do with these forms, where do I have to bring them to. 
There should have been directions. At least there are officer who can 
guide us how to make it. If we go to the tax office sometimes we feel stupid 
there. Sometimes other people know, but we often have to ask people 
here and there.’ (P5, 44 years, business owner) 

Another participant supported this, saying he did not get any explanations from the 

DGT. Instead, he acquired the information and know-how by himself. He pointed out 

that the DGT should take more initiative in providing information so taxpayers know 

what to do. 

‘Information dissemination, I think we are lack of it. We do not know 
because we never get any. When we get NPWP there should be brochures 
about our obligations as taxpayers. But what happens when we get the 
NPWP? We only get information from the practices (from our work), that 
we have to submit tax files monthly, how to calculate the income, how to 
pay tax, annual tax return. 
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Sorry to say but I do not get those kind of information from the tax office. 
Not at all. That is why I say information dissemination is very lacking. What 
(information) we have got is actually because of our own initiatives.’ (P6, 
52 years, lawyer) 

He also believed that the better information would help to increase revenue because 

some taxpayers were willing to pay, but ended not paying because they did not 

understand what to do. 

‘I think the information dissemination should be intensified. It will also will 
find the potential sources for the tax revenue. We often find this difficulty, 
even for filling out the form we have to learn first, don’t we? So in general 
people do not know how to. There are so many sheets, while actually not 
all the sheets are necessary. Do not let it happen that because of the 
difficulty taxpayers do now want to file the report, especially the medium 
and small sized businesses.’ (P6, 52 years, lawyer) 

Another participant supported more information dissemination, suggesting the DGT 

use social media and other modern technology. He also found the present system 

difficult to understand and satisfy. 

‘Good information dissemination. In this era tax authority can utilise the 
help of social media users. Why don’t embrace bloggers to inform, for 
example, how easy it is to pay tax, perhaps? 

I have already tried to find information in the internet. I found complete 
sites but they are very difficult to understand. Tax office service should also 
be improved. Not only kind, they also have to be competent to explain in 
plain simple language that is understandable by common people.’ (P12, 27 
years, business owner) 

Similarly, another participant voiced the same concern that many taxpayers did not 

understand tax well, and added that information should also contain aspects of the 

use of the tax money. 

‘Taxpayers should be given information so they understand tax more, how 
to administer and what it is for, because I think so many people do not 
know yet what tax is for. Information about what tax is for, why we should 
pay tax, where it is used at.’ (P7, 66 years, retiree/business owner) 

Another participant opined that information dissemination was important, following 

the benefits of tax. 

‘I think the important things are the good public facilities and services, then 
information dissemination.’ (P8, 39 years, corporate finance director) 

One tax consultant suggested that the DGT should intensify information 

dissemination by conducting campaigns to familiarise people with tax. Not only 

should the campaigns cover the knowledge of how to fulfil the liabilities, but also the 
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use of the tax money. He believed that such campaigns would also improve the 

DGT’s public image. 

‘I think a good measure is to make campaign. A real information 
dissemination that when the tax revenue is raised then where it will be 
allocated and what it contributes to the people. I think such kind of 
information will influence their perception. They will realise that it is not as 
bad as they thought. So far what the media has exposed have been the 
bad things about DGT.’ (P11, 36 years, tax consultant) 

He further added that information dissemination on tax matters was vital to support 

business development. By providing information, taxpayers would be able to 

anticipate changes and take measures to adapt. 

‘We know that regulations often change. If we are informed about the 
coming changes, then the time when the regulations will change, next year 
or in few several years, we can prepare. It we are short of personnel we 
will add personnel. We know that the regulations forbid a certain thing, so 
we do not do such thing. So we can anticipate. Business demands 
certainty, doesn’t it?’ (P11, 36 years, tax consultant) 

Another tax consultant also supported the DGT conducting campaigns; however, 

she hinted that campaigns should be backed up by real development resulting from 

tax revenue, saying that campaigns alone would not succeed if not supported by 

evidence. 

‘DGT must make campaigns, but the campaigns must inform real things. If 
it only campaigns without proofs, people will complain that they do not see 
anything. Real things have to materialise before the campaigns. The 
taxpayers also need to be more active, and must be equalled with the 
campaigns, and also equalled with the real developments, especially in 
regions.’ (P10, age n/a, tax consultant) 

Another participant believed that people were not familiar with tax matters, nor 

supported by adequate intermediaries. Therefore, he believed that campaigns 

played a crucial role in increasing understanding of tax. 

‘Not so many people are familiar with tax professions. Even though the 
number of registered taxpayers increases, many taxpayers still want to 
evade tax. In Japan I think the number of tax consultants is quite high, 
around 70 thousands something, while in Indonesia we do not have such 
big number, so there are not enough public relations to people. Besides, 
the number of tax officers is also limited. So I think tax campaign is quite 
important.’ (P13, 44 years, corporate tax manager) 

With the necessity to familiarise tax, he suggested that the DGT use well-known 

figures in order to produce an effective campaign. 

‘There is a need to introduce tax more intensively, maybe DGT should 
think to use celebrity figure. Find compliant celebrities, not the non-
compliant ones because it (using them) can boomerang DGT. People now 
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have their own pre-assumptions, so if DGT comes with a member of 
community who has good understanding about tax, the information will be 
proportional. Testimonies from people who have good understanding are 
also good psychologically.’ (P13, 44 years, corporate tax manager) 

One tax consultant suggested that currently people do not understand tax well. 

While he acknowledged that tax was not a means to contribute returns directly to 

payers, he suggested that the DGT conduct corporate social responsibility 

campaigns in order for people to understand tax and have a more positive 

perception of it. 

‘I resigned from DGT in 1999, so I understand that tax is not supposed to 
offer direct benefit. However I think it would be good if DGT presents 
publication or things like corporate social responsibility, for example when 
there is a construction, DGT can say this construction is funded by your 
taxes, or expressions like that. I mean there are things broadcasted 
through media so that people put more attention to tax, as if there is a CSR 
division of DGT. For now people do not know, that is a problem actually.’ 
(P14, 47 years, tax consultant) 

Another participant voiced a similar sentiment, expressing that the DGT should 

campaign to reach people and make them more aware of tax. However, he 

emphasised the use of a more personal approach, especially drawing on influential 

people. He believed such a strategy would persuade taxpayers to be more 

compliant. 

‘DGT must make a lot of efforts and go to communities, to approach. DGT 
comes to community leaders and give examples. Give input. More close 
emotionally, so they feel uncomfortable if they do not pay tax. I think that is 
very influential, it will help tax revenue collection.’ (P11, 36 years, tax 
consultant) 

It is observed from the responses of the participants that there was a shared 

understanding about the lack of knowledge about tax and tax system among many 

taxpayers. This situation was not helped by the fact that information from the 

authority was also believed as lacking. It was suggested that the DGT disseminate 

information about tax more intensively and provide taxpayers with necessary 

information in order for the taxpayer to be more compliant.   

6.4.14. Additional Comments and Recommendations 

6.4.14.1. Individual Traits 

A taxpayer argued that a person’s characteristics were influential in deciding 

whether to comply or not with a regulation. Characteristics are believed to be not 

just confined to tax matters, but to have an impact in other areas as well. In 

discussing factors that influence willingness to pay tax and tax compliance, he 
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believed individual characteristics should be considered too. He further argued that 

personal characteristics are instrumental, because the system is not yet able to 

prevent and control factors that influence taxpayers’ decisions. 

‘The willingness can be influenced as the individual’s character. There are 
some people who are compliant, so not just in tax matters, but in any other 
things they are compliant. On the other hand, there are some business 
owners who are unconcerned; not only tax rules but they also violate other 
rules. So even one company has different strategies according to the 
directors, and the directors may distort the tax compliance. Moreover there 
is a high level of cash economy in Indonesia, so the system still cannot 
capture everything. Unless the level of cash economy can be reduced to 
minimal, people cannot execute their personal preferences, because all 
are captured by system.’ (P8, 39 years, director of finance) 

6.4.14.2. Tax Consultants 

A participant mentioned the importance of tax consultants operating as 

intermediaries between taxpayers and the DGT. He felt that the DGT should involve 

tax consultants in encouraging taxpayers to comply with their obligations. While he 

admitted that there were also tax consultants who were inclined to help taxpayers 

avoid their tax, he believed by applying appropriate measures, tax consultants would 

help, because, in general, taxpayers put their trust in people they know, in this case, 

on tax matters. 

‘DGT should make gatherings of consultants, appeal to them, both 
consultants who formally register or not. I do not see whether a consultant 
is registered or not, as long as he/she can give confidence to taxpayers to 
pay tax it is okay, no need to be certified, as long as he/she works in 
taxation matters. 

Actually tax consultant is a bridge between DGT and taxpayers. The 
characters of the consultants vary, depending on the person. If they see 
the DGT personnel work hard, they will help. If they do not care, many of 
them scam taxpayers by telling DGT wants this and that, while actually (the 
DGT) does not. So I think it is better that heads of tax offices make 
approach to the taxpayers. The heads of tax offices can make approach 
through people who are trusted by the taxpayers. Some heads of tax 
offices talked to me, so through me, the taxpayers opened (the 
information).’ (P15, 54 years, tax consultant) 

6.4.14.3. Disclosure of Data 

One tax consultant emphasised the importance of disclosure of bank information. 

Based on his experience, he suggested that many individual taxpayers were non-

compliant and hid their assets in order to avoid tax obligations. He supported the 

DGT having access to the financial data of taxpayers, to improve taxpayers’ 

compliance. 
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‘For individual taxpayers, DGT needs to have a system that can monitor all 
the individual taxpayers, in what banks, etcetera. There should be 
cooperation with banks about individual bank accounts’ secrecy. If such 
cooperation is regulated, the individual taxpayers need to provide the 
invoices of their income tax on deposit interest so they can be 
synchronised with their taxes and assets. So the DGT’s task is huge, how 
to have banks open (the information).’ (P15, 54 years, tax consultant) 

6.4.14.4. Law Enforcement 

The importance of law enforcement was pointed out by a tax consultant, adding to 

his argument on the necessity of the tax system simplification. He highlighted that 

enforcement must be upheld in order for taxpayers to comply with regulations. 

‘The principle is that behind every good service lies a tough law 
enforcement. Taxpayers need to know that if they do not pay tax they will 
get punished, whichever the way. We expect that we understand tax but 
the matters made simple. Paying tax easy, calculating tax easy, and we 
are provided with updates. The languages made easy, and we are 
informed about the penalty, and executed. The execution will give lesson 
to taxpayers.’ (P11, 36 years, tax consultant) 

6.4.14.5. Personal Approach 

One consultant believed a personal approach would significantly help the DGT to 

increase taxpayers’ compliance. He believed that taxpayers in Indonesia were not 

influenced by their views on democracy, but more by the care and attention they 

received from the tax authority. 

‘Sometimes when the taxpayers make a mistake, they should be informed. 
Do not do this, if you do you will get penalty. It is simpler and if they get 
informed beforehand they will be happy. So about the democracy and 
others (that will influence their willingness), no, they are not influential yet. 
They tend to like the sympathetic, heart-to-heart services to them.’ (P11, 
36 years, tax consultant) 

He further suggested that the personal approach had been proven to be influential in 

affecting taxpayers to pay their tax more willingly, as they were happy with the 

service. 

‘What have been missed so far is personal approach. So far the 
approaches have been formal. I think however high is the revenue target, 
DGT can achieve it if the officers want to personally approach the 
taxpayers. Just like marketing approach, the taxpayers have emotional 
relation with DGT, they will not feel comfortable to hide tax related 
information, as long as the officers maintain professional ethics. I have met 
individual taxpayers several times and they told me that, I am not 
comfortable to hide my tax because the ARs are so kind, when we ask any 
regulations they provide (the regulations), they answer our questions well, 
so if I have to pay I pay. They are happy, so maybe now how DGT can 
provide such kind of service.’ (P11, 36 years, tax consultant) 
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6.5.  Summary of the Interview Findings 

This section presents the summary of the analysis from the interviews as presented 

in Section 6.4. in order to provide a concise explanation of the findings. The themes 

analysed are similar to the factors as analysed in Section 5.5. in the quantitative 

analysis except several factors which were not captured in the interviews such as 

fairness, attitude in democracy and demographic factors. However, some other 

topics believed to be influential other than those in the quantitative analysis also 

emerged, such as simplicity of the tax system, individual traits, role of tax 

consultants, data disclosure, and personal approach by the authority to taxpayers.  

It is important to note that the main theme of this research is the willingness to pay 

tax or ‘tax morale’, which is one of the themes analysed in this Chapter. Therefore 

the findings of this qualitative on the topic will be used in collaboration with the 

quantitative findings to answer the research questions as in Chapter 1, in particular, 

questions one to three.41 However, other themes emerged from the interview will 

also be used to enrich and further explore the possibility of factors influencing tax 

morale of the individual taxpayers, particularly the research question four on the 

policy recommendation.42 

6.5.1. Sentiment towards Tax 

As regards ‘sentiment towards tax’, the findings in this topic are derived from four 

topics and questions queried to participants: ‘perception of tax’43, ‘the benefits of 

tax’44, ‘has tax been collected well?’45, and ‘has tax been utilised well?’46 From the 

interviews, it can be observed that sentiment towards tax by the individual taxpayers 

in Indonesia was inclined to be negative, although showed some glimpses of 

optimism. Reasons for such negativity included the nature of the tax itself, which 

meant individuals paying tax would be worse off financially. Other reasons 

expressed were the taxpayers’ lack of knowledge about the importance of tax to 

public and country’s development, as well as the lack of information or realisation of 

the benefits of tax.47 

Further, most of the participants expected the benefits in return of the tax paid. 

However, there was a tone in the opinions that such benefits had not been received 

by the public, at least equally to the money the taxpayers paid. Participants 
                                                           
41  Section 1.8.  
42  Section 1.8.  
43  Section 6.4.1. 
44  Section 6.4.2. 
45  Section 6.4.3. 
46  Section 6.4.4. 
47  Section 6.4.1 and Section 6.4.2. 
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expected more visible benefits of the tax, be it for their own interest or for the public 

in order for them to be more willing to pay tax, which they perceived to be lacking. 

The interview data also show that most participants perceived tax collection had not 

been collected optimally. Several participants believed that there were leakages in 

the collection besides the ill intention of many taxpayers to avoid paying tax. Only 

one participant opined that tax had been maximised; however, he expressed it as an 

experience in practical level in transactions he did, where several taxes were 

imposed on a flow of transaction in his work.48  

As regards the utilisation of tax money, participants expressed an inclination to a 

rejection that tax had been utilised well. Most participants believed that people did 

not witness the development by the use of money, especially when they compared it 

to their perception on how tax money was utilised in other countries. Only one 

participant implied that he regarded the efforts by tax office; however, he believed 

that such opinion was not common that he considered he was an outlier. In 

summary, there was a similar opinion that the tax had not been utilised well.49 

6.5.2. Trust in the Government and Tax Authority 

In the subsequent topic, it can be observed from the responses that the trust in the 

government was lacking. Several participants expressed corruption scandals as the 

cause while other suggested that manipulative conducts by apparatus were among 

the factors. One participant suggested that improvement in personnel recruitment for 

public sector be implemented in order to improve the service and increase trust in 

the government. Participants strongly believed distrust in the government influenced 

the taxpayers’ willingness to pay tax negatively.50 

The responses from the participants on ‘trust in the tax authority’ suggest that there 

was a mixed opinion, especially before and after modernisation reform which started 

in 2002.51 Several participants criticised the DGT for handling tax matters, for 

example tax dispute and tax collection impact on taxpayers’ businesses; however, 

most of the participants expressed their acknowledgement that there had been 

improvement in the tax authority performance especially with regard to services. The 

latter opinion was especially prevalent among participants who had more 

interactions with tax administration in recent years. It can be observed from the 

responses that while in general the trust in the tax authority was inclined to be 

                                                           
48  Section 6.4.3. 
49  Section 6.4.4. 
50  Section 6.4.5. 
51  See Section 3.2.6 about Tax Administration Reform. 
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positive; however, perception existed that the DGT performance still needed 

improvement.52 

6.5.3. Public Goods and Service 

Further, it is observed from the responses that there was widespread dissatisfaction 

from the participants about ‘public goods and services’ provided by the government. 

Several participants opined that corruption was the cause such shortcoming, so that 

the tax money collected was not spent properly. Interestingly, most participants 

suggested that they did not view solid relation between the tax they paid and the 

goods and services the received. They tended to view tax as merely an obligation 

without seeing further what to get in return, unlike retribution. Nevertheless, several 

participants suggested that there should be linkage between the tax obligation and 

the goods and service provision, and the government comprising collection side (tax 

authority) and revenue side (government institutions which provide public goods and 

service) should be seen as a unit; therefore the linkage between tax payment and 

public goods and service needed to develop.53 

6.5.4. Simplicity of Tax System 

One factor frequently suggested to be influential by the participants on taxpayers’ 

willingness to pay tax was the ‘simplicity of the tax system’. It is observed that the 

existing tax system was perceived difficult by the taxpayers. Based on their 

experiences, most participants claimed that lack of knowledge about how to fulfil the 

tax obligation had deterred them from compliance. Participants claimed that they 

would be more willing to pay tax provided that the tax system was not difficult and 

wearisome. Some participants opined that there were willing taxpayers who 

eventually became non-compliant due to the complexity of the system. A number of 

taxpayers might be willing to seek help from others such as tax consultant in order 

to perform their liabilities; however, some others might not, which eventually resulted 

in their non-compliance. This notion was prevalent among the individual taxpayers 

interviewed and backed by the information from the tax consultants. There was a 

resounding sentiment that tax system was complicated to individual taxpayers, and 

it hindered them from being compliant.54 

                                                           
52  Section 6.4.6. 
53  Section 6.4.7. 
54  Section 6.4.8. 
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6.5.5. Willingness to Pay Tax 

As regards ‘willingness to pay tax’ or ‘tax morale’, it was observed from the answers 

by the participants that taxpayers tended to be reluctant to pay tax. Some 

participants suggested that taxpayers paid their tax merely as obligation, which they 

might have observed due to variety of reasons, for example economic factors.55 The 

reasons expressed to cause such willingness ranged from paying tax meant 

reducing financial ability, lack of knowledge about tax and its purposes, as well as 

perception that there was no benefit they would receive by paying tax. There was no 

participant who believed or claimed that taxpayers or the participants themselves 

were categorically willing to pay tax. Those who claimed they wanted to pay tax did 

it because they regarded paying tax was an obligation which should be observed.56 

When asked about what the eminent factor which would affect their willingness to 

pay tax, most taxpayers suggested that good provision of public goods and service 

would do so. They believed if the government succeeded in delivering good public 

goods and service, they would have a sense that what they paid was worthy. It 

would encourage them to be compliant to share their contribution in form of tax 

payment. One participant added that the transparency use of the money also had 

effect, that knowing how and what for their money was used would influence the 

motivation to comply. This opinion, however, was somewhat different from the 

previous suggestion that the provision of public goods and service was believed to 

not entirely related to the tax compliance of individual taxpayers57; rather, they paid 

their tax merely as an obligation without expecting any benefit in return.58  

Nevertheless, this difference shows that the perceptions about factors affecting the 

taxpayers and how such factors affect their willingness vary among taxpayers.  

Another factor suggested to affect the willingness to pay tax in the above responses 

was the easiness of tax system. This opinion was supported by the interview data 

about the simplicity of tax system as previously presented in Section 6.5.4.  

Participants suggested that they would be more willing to pay tax provided that the 

system was not difficult and demanding.  

6.5.6. Factors that Influence the Decision to Pay Tax 

When asked about the factor which influenced their decision to pay tax, it was found 

out that economic deterrent factors still had important role. Most participants 

                                                           
55  Section 6.4.10. 
56  Section 6.4.11. 
57  Section 6.4.7. 
58  Section 6.4.11. 
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suggested that audit, fine, and rate were influential on the decision of the taxpayers 

to eventually pay tax. Based on the frequency as mentioned by all participants, fine 

ranked the first as the influential factor, followed by the fear of being audit and tax 

rate consecutively. Most participants believed that taxpayers paid their tax due the 

fear of being penalised with fine, as well as because of fear of audit. Besides non-

economic factors, the economic factors were still prevalent in the compliance of the 

individual taxpayers. 

Supportive to the opinion as expressed in earlier findings in Section 6.5.4, most 

participants also believed that ‘simplicity of tax system’ affected the individual 

taxpayers’ decision to pay tax. The complexity in fulfilling the obligation obstructed 

them from the decision to pay tax, hence non-compliance. The simplicity of the tax 

system had appeared as one of the prevalent factors, both in the willingness of the 

taxpayers to pay tax and their eventual decision to do so. Therefore, it was observed 

that fine, fear of being audited, as well as a simple tax system would stimulate 

taxpayers to pay tax. 

Further, it is observed from the responses of the participants that there was a 

shared understanding about the lack of knowledge about tax and the tax system 

among many taxpayers. This situation was not helped by the fact that information 

from the authority was also believed as lacking. It was suggested by the participants 

that the DGT disseminate information about tax more intensively and provide 

taxpayers with necessary information in order for the taxpayer to be more compliant. 

6.5.7. Other Factors that Influence the Willingness to Pay Tax 

Others factors believed to be influential on the willingness to pay tax by the interview 

participants were individual traits, role of tax consultants, data disclosure, law 

enforcement and personal approach. Individual trait means that the inclination 

towards compliance or avoidance also depended on the personality of the taxpayer, 

whether he or she was a compliant or risk taker.59 Tax consultant, on the other 

hand, was suggested to be able to function as an intermediary between taxpayers 

and tax office, and believed to have relatively better trust from the taxpayers that the 

tax authority did, consequently be able to help tax authority improve tax morale.60  

Another suggestion was personal approach by the tax authority to taxpayers.61 

Disclosure of data62 and law enforcement63 on tax were among factors which were 

                                                           
59  Section 6.4.14.1. 
60  Section 6.4.14.2. 
61  Section 6.4.14.5. 
62  Section 6.4.14.3. 
63  Section 6.4.14.4. 
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suggested to improve tax compliance; however, these factors were considered as 

not directly related to behavioural study but rather they resemble an enforced 

compliance. 

Another factor frequently mentioned by the interview participant related to the 

questions about tax was ‘zakat’.64 Most Muslim participants expressed that 

taxpayers’ paid ‘zakat’ more voluntarily than they paid tax. The reason expressed 

was that ‘zakat’ perceived to be more contributing, at least more visible, to 

community or individuals. The interview data showed that taxpayers viewed ‘zakat’ 

more positively than tax; consequently, taxpayers claimed to be more willing to 

comply with the regulation about it.  

Inherent with the ‘simplicity of the tax system’ which was frequently mentioned by 

the participants as in Section 6.5.4, another factor frequently pronounced and 

demanded by participants was information dissemination and tax education from the 

tax authority. Arguably, this demand was related to the previous expression that 

many taxpayers were lack of knowledge about tax and no sufficient information was 

provided by the tax authority to process their tax liabilities.65 Many participants 

claimed that this lack of understanding on how to perform the obligation was the 

cause to non-compliance. Most participants suggested that the DGT provide and 

help taxpayers to understand their obligation and how to perform the processes, 

both were believed to increase taxpayers’ morale and compliance.66 

6.6.  Chapter Summary 

This chapter began by presenting the procedures of the interview method conducted 

to obtain qualitative data for this research. The interview involved 15 participants in 

total, including ten individual taxpayers and five consultants. The inclusion of a 

variety of parties was regarded as advantageous in providing rich and broader 

perspective about the topics presented to them which may corroborate each other.  

The interview analysis showed that several participants perceived tax negatively; 

however, this was offset by participants who noted how much the tax service had 

improved. Most participants rated public goods and services as poor; however, they 

did not see the relationship between public goods and services provision and the 

obligation to pay tax.  
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The answers of the participants in the interviews showed that economic deterrent 

factors still had important role on tax compliance. Most participants suggested that 

audit, fine, and rate were influential on the decision of the taxpayers to pay tax. 

Further, the analysis showed that taxpayers saw paying tax as an obligation of 

citizens—there was no ‘indication of intrinsic motivation to pay tax’ found during the 

interviews, except that they regarded paying tax as an obligation without the nature 

of ‘tax morale’ as outlined in Section 2.4.1. (for example: driven by awareness of 

public awareness, and not caused by enforcement). This finding did not corroborate 

the findings of the quantitative approach as analysed in Chapter 5. It should be 

noted, however, that qualitative methods, such as these interviews, are aimed at 

exploring the topics under study instead of making inference of samples to the 

population. Therefore, the interview approach was used further to seek what caused 

such reluctance. 

Most participants believed that simplicity of tax system affected the decision to pay 

tax. The complexity in fulfilling the obligation obstructed them from the decision to 

pay tax, hence non-compliance. The simplicity of the tax system had appeared to be 

one of the dominant factors, both in the willingness of the taxpayers to pay tax and 

their eventual decision to do so. Therefore, it was observed that fine, fear of being 

audited, as well as a simple system would stimulate taxpayers to pay tax. 

Consequently, there was a strong suggestion from the participants that the DGT 

provide campaigns and extensive tax information dissemination in order to help 

taxpayers understand and know how to perform their tax obligations. 

The findings obtained from the interview data analysis in this Chapter will be 

combined and discussed with the findings from the survey analysis in Chapter 5 in 

the subsequent Chapter 7, in order to achieve the research objectives and answer 

the research questions in Chapter 1. 
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  CHAPTER 7
DISCUSSION 

7.1.  Introduction 

This chapter discusses results derived from the quantitative and qualitative 

approaches as presented in Chapters 5 and 6. It begins with a discussion of each of 

the variables considered tax morale determinants in the Indonesian context. Other 

variables that emerged during interviews are discussed, to present comprehensive 

and integrated findings about tax morale. The chapter then continues with a 

discussion on the level of tax morale of individual taxpayers in Indonesia, followed 

by a discussion on its determinants and perceptions among taxpayers. It then 

proceeds to elaborate on the impact of the variables on the tax morale of individual 

taxpayers in order to achieve the research objectives and to answer the research 

questions as in Chapter 1. The discussion integrates the findings of the quantitative 

and qualitative analysis, theory and findings from previous studies. The chapter 

concludes with an articulation of the policy implications based on the findings and 

discussion. 

7.2.  Review of Determinants 

7.2.1. Sentiment towards Tax 

According to the analysis of survey data in Chapter 5, sentiment towards tax 

appeared to be positive—that 63% of the total respondents agreed on the benefits 

of tax to the country’s development.67 The data also indicated agreement with the 

statement that they had benefited from tax—mode scores of 4, and a total mean 

score of 3.69, with the strongest agreement on the statement that taxpayers’ 

compliance influenced the development of the country a mean score of 3.87.68 

Arguably, sentiment derived from unfavourable experiences, especially those based 

on the pre-reform period (discussed in Section 3.2.1 to Section 3.2.3), was not 

evident in the findings of the quantitative data.69 

However, during the exploration of the sentiment towards tax using interviews, it 

was observed that most of the participants’ perceptions tended to be negative, 

corroborated by information from tax consultants about their clients’ views. Bad 

experiences when addressing tax matters at the tax office contributed to such 

perceptions, as well as the perception that tax was not viewed as contributing to the 
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community in practice. Some participants suggested that the negative perception 

developed because of unawareness and lack of knowledge about tax. People who 

had little interaction with tax and little knowledge about the issue would not 

appreciate the benefits of tax.70  

Nevertheless, information about the role of knowledge and interaction with tax 

conformed to the findings from the survey data about sentiment towards tax. Based 

on the survey data analysis, respondents belonging to the least educated group 

scored the lowest level of perception of tax, and the difference was statistically 

significant compared to those who had college level education.71 The difference in 

interaction with tax also was statistically significant, with those who claimed to have 

no formal interaction with tax having a more negative attitude than those who had 

more interaction.72 These notions, derived from the quantitative analysis, were 

strongly supported by the interviews with the tax consultants. The consultants 

suggested that those who had little interaction with tax were inclined to have a 

negative attitude to tax.73 However, despite having a better understanding of tax, 

some participants who claimed to have more positive sentiment about tax still 

implied they found it burdensome to pay tax74—the positive attitude they possessed 

did not necessarily transform into greater willingness to pay tax. 

As discussed in Section 2.3.3, in the fiscal-psychological model of tax compliance, 

some studies demonstrated a positive relationship between tax knowledge and 

attitude to tax compliance. Eriksen and Fallan (1996, 399) suggested that tax 

knowledge was important to improve tax attitude and better perception of fairness of 

tax system, while Loo and Ho (2005) showed that knowledge of tax-related matters 

was vital for taxpayers to comply in an SAS in Malaysia. The commitment to be 

involved in tax was also believed to be raised by taxpayers’ understanding of social 

responsibility (Kirchler, Hoelzl and Wahl 2008, 216).  

In summary, the findings of the survey and interviews did not corroborate each other 

in terms of taxpayers’ level of sentiment towards tax in Indonesia. While survey data 

analysis suggested a positive stance of sentiment towards tax by taxpayers, this 

was not confirmed by the qualitative data. However, qualitative findings conformed 

to the quantitative results that better tax knowledge was positively related to attitude 
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74  Section 6.4.1. 
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towards tax, as well as sentiment towards tax, a result that was consistent with 

previous findings of other studies. 

7.2.2. Trust in the Government 

Both survey and interview data showed an inclination to unfavourable results in trust 

in the government by individual taxpayers. The survey, which represented this item 

in two statements about the performance of the government in utilising tax money 

and its efforts for the welfare of the people, showed a tendency to disagree with both 

statements. While more respondents perceived that the government had made an 

effort for the welfare of the people, taxpayers felt differently in terms of utilisation of 

the tax money—the number of those who disagreed that the money had been 

utilised well was almost double the number who agreed, resulting in a mean score of 

2.85.75 

Results also showed that there was no statistically significant difference between 

groups in their trust in the government, except in the education group. Those who 

had the lowest level of education scored a lower mean score than those with a 

college education.76 

Lack of trust was also apparent in the interview data. Most participants were 

disappointed with the government’s performance, with perceived corruption and 

manipulation in tax issues mentioned as reasons.77 Consultants cited that some of 

their clients believed that some of their tax money would not end up in the form of 

public goods, but in the pockets of corruptors.78 This lack of trust was especially 

strong in regions where the people were less critical (regional, rather big cities).79 

Data from the quantitative and qualitative sources cross-validated one another to 

reveal an overall lack of taxpayer trust in the government. Previous studies, such as 

Cummings et al. (2009) and Rosid, Evans, and Tran-Nam (2016), showed that such 

lack of trust in the government might undermine willingness to pay tax. The impact 

of this lack of trust on tax morale is discussed further in Section 7.3.3. 

7.2.3. Trust in Tax Authority 

In contrast to trust in the government, trust in the tax authority was more positive, in 

both the survey and the interviews. Survey data showed that the respondents 

responded positively to the statement that the service delivered by the DGT had 
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been good (Section 5.5.4). The respondents who agreed that the DGT had done its 

job well outnumbered respondents who disagreed with that in the ratio 130 to 49. 

Those who regarded DGT employees as having integrity outnumbered those who 

disagreed with the statement.80  

The quantitative results about trust in the tax authority were confirmed by the 

qualitative data, where the perception of the participants was slightly mixed, with a 

strong inclination towards satisfaction with the service and the DGT. Several 

participants voiced a dissatisfaction with the DGT officers’ service, and blamed them 

for hampering taxpayers’ business; however, most participants expressed their 

satisfaction with DGT performance and the ease of the current system, particularly 

the service delivered by DGT employees. There was also explicit acknowledgement 

that the integrity of the DGT had improved.81 A plausible explanation for the 

improvement in taxpayers’ perceptions is the last round of reforms, which took place 

in the last decade and resulted in better service delivery and improved satisfaction 

(Section 3.2.6). 

The quantitative data also showed that there was a difference in trust in the tax 

authority by age group. Statistically, respondents who were in the younger 30–49 

years age group had a better perception than those in older age 50–64 years group, 

with mean score 3.20 compared to 2.93.82 A possible explanation for this result is, 

again, that older taxpayers had negative experiences when the system was corrupt, 

while younger taxpayers had avoided these experiences. This point was also 

acknowledged by the long-term tax consultants, who have experiences prior to and 

after the reforms, as expressed in the interviews.83 

Another statistically significant difference in trust in the tax authority was between 

government employees and private sector employees, with public sector employees 

recording a higher mean score of 3.73, indicating stronger agreement with the good 

performance of the DGT than their private sector counterparts.84 While the reason 

for this was not definite, a plausible explanation is that public sector employees 

might have better acceptance of DGT service and performance as the DGT is a 

public institution as well. The last statistically significant difference was among the 

groups based on financial situation. Those who reported that they always had 

financial problems over the past year scored the lowest, and those who claimed they 
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had never experienced financial difficulty had the most positive perception towards 

authorities. However, these two statistically significant differences could not be 

triangulated with the qualitative data, because of the limited number of participants 

and the nature of the question, especially regarding the financial situation. 

7.2.4. Perception of the Legal System 

Similar to the trust in the government, the legal system was perceived negatively by 

taxpayers. The respondents expressed disagreement with the statement that the 

law had been enforced justly, while they also disagreed that law apparatus had 

integrity. In response to the statement ‘in general, law apparatus have good 

integrity’, 165 respondents disagreed, while only 30 agreed.85 In general, the 

perception of the legal system was inclined to be negative. 

Similar to trust in the tax authority (Section 7.2.3), there was also a statistically 

significant difference between the 30–49 years and the 50–64 years age groups, 

with the latter scoring lower—the older respondents viewed law enforcement and 

law apparatus more negatively.86 Another statistically significant difference occurred 

among education groups, where the lowest level education group disagreed most 

strongly that the law had been enforced well and the apparatus had good integrity. 

However, although the law and related apparatus was still perceived negatively, 

taxpayers who had a higher degree of education (post-graduate) had the least 

negative sentiments, feeling more positive than their counterparts with a college 

level of education. It can be seen that greater education among individual taxpayers 

has a positive influence on perception of the law.87  

Slightly similar to the perception of trust in the tax authority (Section 7.2.3), the 

difference between taxpayers who reported they never had financial difficulty was 

statistically different from the group who claimed they had often had such difficulties 

over the previous year.88 Additionally, respondents who had a greater degree of 

interaction with tax scored statistically higher in regard to the law.89  

7.2.5. Attitude to Democracy 

In general, the perception of democracy was positive among taxpayers, with most 

agreeing that democracy had been implemented well in Indonesia. They also 

showed an inclination to agree that people had the chance to monitor the 
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government, a practice that is common in a democratic country. However, there was 

disagreement that people had opportunity to monitor how tax money was spent by 

the government; 130 taxpayers conveyed their disagreement, compared to 99 

taxpayers who agreed with that claim.90 This might be explained by the fact that 

Indonesia had been a democratic country for almost two decades (since 1998), and 

now the president, parliament members and local heads of government such as 

governors, mayors and regents, are elected in a general election by the public 

based on the amendment in the constitution.91 There is also a law that ensures the 

right of people to express their voices in democratic fashion through various public 

channels (Republic of Indonesia 2009a). In this regard, the positive attitude to 

democracy as shown by the findings of the analysis was not unexpected. However, 

more interesting was the finding that in such a democratic environment, taxpayers 

viewed that people had less opportunity to monitor the use of tax money than to 

monitor government performance.92 A possible explanation for this result is that 

there has been insufficient information disseminated, resulting in a lack of taxpayer 

knowledge about public expenditure using the tax money. Qualitative data obtained 

from interviews showed that many taxpayers did not pay attention to how the tax 

was spent; at present, they merely viewed tax as an obligation without any 

expectation in return.93 

The quantitative data showed that the perception of democracy was statistically 

different between married and unmarried people, with those who were married 

having a more positive attitude towards democracy.94 The difference was also 

statistically significant between the respondents who were employed and those who 

were self-employed, with employees having a more positive attitude.95 In terms of 

age, the differences between the 30–49 years age group and those under 30 and 

those in the 50–64 years age group were statistically significant. The respondents 

aged 30–49 years had a more positive attitude towards democracy in Indonesia 

than the two other groups.96 As regards education, taxpayers who had a higher level 

of education also scored higher in their attitude, where those with high school 

education or lower had the lowest score.97 Taxpayers who embraced Catholicism 

had the most positive attitude towards democracy compared to other religious 
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groups.98 Similar to previous attitudes towards law and trust in the tax authority, as 

regards attitude towards democracy, taxpayers who claimed they never had 

financial difficulty were more positive towards democracy, and the difference 

between this group and those who reported financial problems through the previous 

year was statistically significant.99 

7.2.6. Perception of Public Goods 

The findings from both the quantitative and the qualitative analyses showed that 

taxpayers’ perceptions about public goods and services tended to be negative. The 

goods and services provided by the government were generally perceived as poor 

and lacking, and there was much disagreement with the statement that public goods 

and services were already well provided. In addition, taxpayers thought that public 

goods and services were not comparable to the tax paid by taxpayers.100 This 

perception was supported by the interview data, where, in general, participants 

voiced their dissatisfaction with public goods and services. Some participants 

expressed how public goods, such as roads, were not well maintained, and that the 

services provided by the government were far from satisfactory. Other participants 

suggested that the shortcomings in the public goods and services provision were 

due to leakages in tax collection and fiscal spending, so that tax money was not 

maximally utilised. Corruption was another issue cited as a cause of deficiency.101 

The analysis showed that there was a statistically significant difference in the 

perception of public goods and services between city groups, with taxpayers from 

Surabaya perceiving public goods and services provision more positively than those 

in Medan.102 The difference was also statistically significant for age groups, with 

taxpayers from the 30–49 age group having a more positive opinion than those 

under 30 and those in the 50–64 age group.103 This finding was consistent with 

previous analysis of perception of the legal system, as discussed in Section 7.2.4. 

Similar to the difference in trust in the government, those who had the lowest level of 

education had a more negative view on the provision of public goods and services, 

and the difference from those who had a college level education was statistically 

significant.104 Lastly, there was also a statistical difference in the perception of public 

goods and services provision between public sector employees and private sector 
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employees. Taxpayers from the public sector saw the provision relatively positively 

(mean score 3.43); conversely, private sector employees had very different views 

(mean score 2.87).105 This difference can be plausibly explained by the fact that 

government employees are in charge of public goods and services provision, hence 

the tendency towards perception of good quality. 

7.2.7. Attitude to Punishment 

As discussed in Section 2.4.3.11, attitude to punishment was included in regard to 

the formation of attitude towards the prospect of punishment when taxpayers did not 

comply with their obligations. The quantitative analysis showed that fear of penalty 

was one of the key reasons why taxpayers paid their taxes. Most taxpayers agreed 

that they paid because they did not want to be penalised, or audited, or because 

evading might ruin their reputation (Section 5.5.8). This finding showed that 

deterrence had an important role in forming the attitude of taxpayers, which 

eventually influenced their compliance. This claim was also supported by qualitative 

data, which showed that some participants admitted they paid their taxes because of 

fear of being audited or receiving a fine.106 In this regard, while willingness to pay tax 

is central to this research, the deterrence factor in preventing taxpayers from 

evading their obligation must not be ignored. 

7.3.  Tax Morale 

7.3.1. Descriptive Analysis 

The findings from quantitative data in this research show that individual taxpayers in 

Indonesia are inclined to have positive tax morale. Most respondents believed that 

tax was the responsibility of any citizen who was capable of paying, in addition to 

being an obligation under the stipulation of the law. Most taxpayers also claimed that 

they had paid their tax without other influences, and paid it willingly.107 In this regard, 

the level of tax morale of individual taxpayers in Indonesia was found to be high. 

The survey result was consistent with the findings of several previous studies that 

included Indonesia; for example, Tekeli (2011), investigating tax morale using the 

WVS data, showed that Indonesia had the third highest level of tax morale among 

Asian countries surveyed, after Japan and South Korea. In their study on tax morale 

using the AsiaBarometer, Daude, Gutiérrez and Melguizo (2012, 28–9) showed that 

Indonesia had a relatively strong inclination towards good level of tax morale by 

agreeing to more service provision even though it means paying more tax. Widodo, 
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Djefris and Wardhani (2010) on tax morale in Indonesia also confirmed such 

findings. This result, however, should be interpreted with caution, as the 

respondents were taxpayers who had already registered and paid their tax, meaning 

they were likely to be compliant taxpayers to some degree. A survey with a wider 

range of respondents, including registered and unregistered taxpayers (both 

intentional and unintentional), might have complemented the findings of this 

research in the employee and self-employed context. 

7.3.2. Demographic and Economic Factors 

The independent t-tests showed that tax morale levels were not different according 

to marital status or employment type (employee or self-employed).108 The latter was 

particularly interesting, as previous studies suggested that employed individuals had 

higher voluntary tax compliance than those who were self-employed (Daude, 

Gutiérrez and Melguizo 2012; Kirchler 2007). 

The One Way ANOVA tests also showed that the difference of tax morale level was 

statistically different by age, where it was observed that respondents who were in 

the 50–64 years group showed a lower level of tax morale than younger 

respondents, both in the 30–49 years and under 30 years brackets.109 This result 

was slightly different from some previous studies; for example, the research 

conducted by María-Dolores, Alarcón and Garre on 1,500 respondents in Spain, 

which suggested ‘the older the respondent, the greater their tax morale tends to be’ 

(María-Dolores, Alarcón and Garre 2010, 864). However, this result is similar to that 

of Russo (2013, 113) for Italy, where although the respondents of 30–39 years of 

age had higher tax morale than younger respondents, those who were older than 60 

years had lower tax morale. A plausible explanation for this might be that the older 

age group in our study might have been exposed to poor service and a corruption-

ridden tax system in the past (Section 3.2.3). The younger generations, conversely, 

may have better experiences and understanding about tax, as the reforms are 

considered to have improved service, and consequently, the image of tax (Section 

3.2.4 to Section 3.2.6). 

Further, the tests revealed a statistically significant difference among education 

groups. Those who had a high school or below education level scored lower in 

willingness to pay tax than their counterparts who had higher levels of education, 

namely graduate and post-graduate level.110 This result was consistent with 
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previous studies that argued that education relates positively with level of tax morale 

and voluntary compliance (Torgler 2003; Torgler and Schneider 2005), and Webley 

(2004), who suggested that better educated people tend to have better attitudes 

towards tax. 

The tests resulted in a statistically significant difference among the financial situation 

groups. Those who reported that they never had any difficulty in their financial 

situation scored a higher level of mean tax morale, and those who said they always 

have difficulties in this area scored the lowest mean.111 Such results were consistent 

with previous findings across many countries, which suggest that financial 

satisfaction increases tax morale (Torgler 2004b, 2004a, 2005b, 2012). 

7.3.3. Determinants of Tax Morale 

The correlation analysis showed that most determinants investigated in this 

research had a correlation with tax morale. Sentiment towards tax, perception of the 

legal system as well as perception of public goods had moderately strong 

correlations with tax morale, scoring more than 0.25 points, while trust in the 

government, trust in the tax authority and fairness scored around 0.2 points, with 

attitude to democracy recording a weaker correlation of 0.13 points. Meanwhile, 

attitude to punishment showed the weakest correlation, with no statistical 

significance.112 These results demonstrated that the determinants as investigated in 

this research are proven to be correlated to willingness to pay tax of individual 

taxpayers in Indonesia (except attitude to punishment). 

Further, the multivariate regression showed that only two variables had an impact on 

the level of tax morale of individual taxpayers in Indonesia: sentiment towards tax 

and the perception of the law. The result that sentiment towards tax was influential 

on tax morale was consistent with previous findings and theories that the better the 

attitude towards tax, the higher the tax morale (Carrol 1995, 48–9; Kornhauser 

2007, 610). Perceptions of the legal system having an impact on tax morale was 

supported by a quantitative finding showing the more positive taxpayers’ perception 

about legal system in the country, the greater their willingness to pay tax (Torgler 

2004a, 2012). 

Further, it is found out that the findings from the qualitative analysis on the relation 

of the willingness to pay tax and the provision of public goods and service 

corroborate the quantitative results. While the quantitative analysis did not result in 
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any statistically significant influence of the provision of public goods and service on 

tax morale, the qualitative analysis showed similar results. Only few interview 

participants claimed that the factor which influence their willingness to pay tax was 

the provision of public goods by the government—that they would be more willing to 

pay tax if they perceived the public goods and services were delivered well.113 

Stronger opinion; however, was expressed that no such relationship had existed in 

Indonesia.114 Taxpayers paid their tax due to its obligatory nature instead of 

expecting the benefits in return in form of public goods and services.115  

On the other hand, transparency in the use of tax money was claimed as a factor 

that induced tax morale—if they knew how and where the money was spent, they 

would have a better chance of deciding to comply.116 Appropriate use of the tax 

money, for example, to build infrastructure rather than fund a poorly allocated 

subsidy, was a measure by which the government could raise willingness to pay tax.  

These results show the importance of developing awareness about the relationship 

between public goods and services and tax obligation in Indonesia. Public goods 

and service provision is among the reasons why governments impose tax.117 The 

importance of public goods and service provision and its relation with tax 

compliance were also suggested by several previous studies such as Alm, 

McClelland and Schulze (1992) and Guth, Levati and Sausgruber (2005).  

Another factor mentioned as influencing tax morale and tax compliance was the 

ease of paying the tax, discussed in the next section. 

7.3.4. Factors that Influence the Decision to Pay Tax 

It is important to note that willingness to pay tax or tax morale does not automatically 

materialise into compliance, as explained in Section 7.3.3. A high level of tax morale 

does not necessarily mean that taxpayers successfully fulfil their obligations in 

accordance with the letter and the spirit of the law. Tax morale, as formed by its 

determinants, is the intention of doing so, but actual compliance is further defined by 

other factors. From the qualitative analysis in this research, two compelling reasons 

emerged as to why taxpayers eventually decided to pay their tax. The factor most 

frequently mentioned was simplicity of the tax system. Most participants claimed that 

taxpayers would be more willing to pay their taxes if the system were easy; that 

taxpayers should not be burdened with administrative issues. Several participants 
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compared it with paying vehicle tax, a local government tax, and paying regular bills, 

such as for electricity and water, which were easy to administer and fulfil without any 

prior calculating or preparing of reports. The difficulty in preparing and paying taxes 

was believed to deter taxpayers from fulfilling their obligations.118 

One important implication of the finding is the suggestion to provide easier means of 

fulfilling obligation by the taxpayers. One example is a wider implementation of 

withholding system. It was suggested that taxpayers had a pragmatic approach to 

their fulfilling obligations. Participants argued that taxpayers were willing to pay their 

taxes; however, they did not want to be burdened by the troubles of administration. 

Even more, it was strongly believed by some participants that difficulty in 

administration would reduce willingness to comply with the rules.119 Additionally, 

taxpayers’ willingness to pay their tax would be further undermined by a lack of 

knowledge about administration, and by facing uncertainty about what to do. This is 

consistent with the findings of a study by Alm et al. (2010, 583), which suggested 

that information provided to taxpayers by the tax authority to abolish uncertainty 

would increase tax compliance in the form of tax reporting. 

Another important factor in the decision of taxpayers to be compliant was the 

penalty in the form of a fine—most participants claimed that their decision to pay tax 

was not due to any other force save ridding themselves of the potential fine. This 

finding was interesting in regard to tax morale, as fear of a fine is outside the 

intrinsic motivation of the taxpayers; rather, it is a response to a threat of 

punishment in the form of financial loss. Only one consultant suggested that 

taxpayers pay their share because of fear of audit. These results, which show the 

role of tax morale as well as external factors, justify the implementation of a blended 

approach including economic deterrent, socio-psychological and fiscal-psychological 

factors to increase tax compliance.  

7.3.5. Other Factors 

Other factors influencing willingness to pay tax were also noted by interview 

participants. These were not included as variables in the quantitative analysis in this 

research but emerged as part of the qualitative interviews; however, these factors 

should be considered as possible determinants of tax morale in future research. 

Notable factors believed to hamper people’s willingness to pay tax were the lack of 

understanding about tax and how it would be spent. It was believed that unfamiliarity 
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with tax had a role in people’s reluctance to deal with tax matters when it was 

possible to do so.120 Therefore, it was suggested that if the DGT made efforts to 

improve the public’s understanding of tax and its benefit, willingness to pay tax 

would improve. Continual information disbursement and a campaign were 

suggested to increase such understanding; however, understanding must be 

accompanied by a real improvement in good governance and healthy realisation of 

the tax money spending. A campaign about the benefits of tax in terms of public 

goods, without real betterment of public goods and services provision was believed 

to undermine the trust of the public, and thus, would fail to increase willingness to 

pay tax. In this context, government as a whole, not only the tax authority, had an 

instrumental role to play. 

The role of adviser or tax consultant was also emphasised in the interviews, as 

these parties are considered close to and trusted by taxpayers. Moreover, not all 

individual taxpayers understood tax matters, which were often considered difficult 

and troublesome. Tax consultants, in this context, could help, as intermediaries 

between taxpayers and the tax authority.121 The importance of tax consultants in the 

efforts to increase taxpayers’ compliance is supported by Pope and McKerchar 

(2011, 591). 

Personal traits were another factor believed to determine the compliance of 

individual taxpayers, where the inclination to comply with or evade obligations 

depended on the individuals, for example, whether a person was a risk taker or risk 

averse.122 Consequently, approaches to taxpayers to comply with their obligations 

should consider this factor as well, and may include the addition of a personal 

approach, as suggested by some participants. It was suggested that some 

taxpayers paid their tax because of the personal approach made by tax officers—

they did not feel comfortable evading tax because of the service provided by the tax 

office in their tax matters. 

Religious aspects, such as ‘zakat’ as a form of religious charity, were suggested as 

examples that may provide lessons for increasing willingness to comply with tax. 

This factor emerged from interviews, with participants arguing that people were 

more willing to pay ‘zakat’ than tax, even stating that it was a substitution for tax. 

Reasons for this were that ‘zakat’ represented beliefs about charity, which offered 

benefits and returns to its payers in accordance with religious teachings, and that 
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121  Section 6.4.14.2. 
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‘zakat’ was believed by some people to provide more concrete evidence of helping 

others than tax.123 Religious values embraced by individuals were believed to be a 

driving force in willingness to pay ‘zakat’ or other religious charity. However, such 

claims need further investigation, as data show that even ‘zakat’ collection in 

Indonesia is not encouraging, with reports that only around Rp3.2 trillion of ‘zakat’ 

was collected in 2014, from its potential of Rp217 trillion or less than 2% (Kusniawan 

2015; Sudibyo 2016). 

7.4.  Chapter Summary 

This chapter discusses the findings obtained from the quantitative data analysis 

(Chapter 5) combined with those from the qualitative analysis (Chapter 6). The 

combination produced mixed results, with some findings from the qualitative data 

analysis corroborating those from the quantitative analysis, while others offered 

some divergences. For example, while survey data showed that most of the 

individual taxpayers had good sentiments about tax, the findings of the interviews 

did not support such results. It is important to note that the quantitative approach 

using survey data is used for broader inference and the qualitative approach is 

helpful in exploring about the topic being investigated. Some findings were 

corroborated from the two approaches, for example, the role of tax knowledge and 

education on sentiments about tax and tax morale. Both factors were found to be 

statistically significant in the quantitative data analysis, and also emerged in the 

interviews as strong causal factors which impacted upon tax morale. The findings on 

the relation between public goods and service provision with tax morale in the 

qualitative approach also support those of from the quantitative findings; in that both 

showed no statistically significant evidence about the influence of the former factor 

on the latter. 

The quantitative analysis showed that perception of legal system and sentiment 

towards tax were influential factors on tax morale. Qualitative findings added up that 

the simplicity of the tax system, knowledge about tax and how to settle their tax 

issues encouraged taxpayers to be more willing to pay tax, and correspondingly, 

their compliance. 
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  CHAPTER 8
CONCLUSION AND POLICY RECOMMENDATIONS 

8.1.  Introduction 

This chapter provides conclusions containing key findings and policy 

recommendations of the research. These key findings are constructed based on the 

answers to the research questions in order to achieve the research objectives as 

outlined in Chapter 1. In this Chapter, the fourth objective, policy recommendations 

based on the findings of the analysis and subsequent discussion, is discussed in its 

own sub-section. Limitations of this research are acknowledged, followed by 

recommendations for future research. A concluding remark is then offered. 

8.2.  Summary of Key Findings 

8.2.1. First Objective: The Level of Tax Morale of Individual Taxpayers in 
Indonesia 

The results of this study on tax morale indicate that tax is a multi-faceted subject, 

with determining factors spanning individual traits, social environment, financial 

situation, the larger government–citizen relationship, perception of the legal system 

and justice enforced by judicial forces. The results support the understanding that 

increasing taxpayers’ compliance cannot be carried out by a one-dimensional 

strategy, but that different approaches are needed in accordance with different 

aspects for a responsive policy arrangement. 

As regards the research question one as outlined in Section 1.8. the quantitative 

results show that individual taxpayers in Indonesia had high levels of tax morale.124 

This finding is consistent with previous studies on tax morale covering Indonesia 

such as Widodo, Djefris, and Wardhani (2010), Tekeli (2011), and Daude, Gutiérrez 

and Melguizo (2012). The survey conducted to make inference to larger population 

show the inclination that taxpayers paid tax willingly upon the awareness as citizens’ 

responsibility without other parties’ influence. However, although taxpayers 

understand that tax is important and an obligation required by law, qualitative results 

reveal that their compliance is also stimulated by the fear of fines and provided that 

the tax system is uncomplicated. Lack of knowledge about how to settle the 

obligations, combined with the perceived lack of information provision by the tax 

authority also affects their willingness to pay tax. In conclusion, the level of tax 

morale of individual taxpayers in Indonesia is high; however, other measures to shift 
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this willingness into compliance, such as the economic deterrent factors and 

responsive approaches to encourage compliance, are also instrumental, in 

particular, fines, simplification of the system, as well as sufficient information to 

taxpayers on how to perform their tax obligations.  

8.2.2. Second Objective: Differences of Tax Morale in Demographic, Social, 
and Economic Groups in Indonesia 

As regards research question 2 on the differences in demographic, social and 

economic characteristics, several factors are investigated in this research: age, 

education, religion, employment status, employment type, financial situation, length 

of time being a registered taxpayer and level of interaction with tax.125 Most of the 

variables do not show any statistical difference in the respondents’ tax morale level, 

including city, religion, employment type and level of interaction with tax.126 

However, several other factors imply a different level of tax morale among 

respondents, including age, education and financial situation.127 One factor, length 

of time being a registered taxpayer, shows a statistically significant difference; 

however, the data exhibit significant multicollinearity, so this result cannot be 

considered reliable. 

One of the findings of this research is that there is a different perception between 

generations—younger respondents, currently in the productive age groups of under 

30 years and 30–49 years, have more positive views than their older counterparts. 

The respondents from the 50–64 years age group have relatively low levels of tax 

morale. A plausible explanation for this finding is that it is related to one of the 

determinants found to be significant in this research: sentiment towards tax. The 

older generation is more likely to have been exposed to and experienced the poor 

governance and perceived widespread corruption of the past.128 The younger 

cohorts, conversely, are more exposed to knowledge and understanding of tax, and 

the improvements the several rounds of reform have made to Indonesian tax 

administration.129 This shows that public perception of tax has an important role in 

building willingness to pay tax among taxpayers. 

Education was also found to be an important factor in tax morale. Less educated 

taxpayers tend to have lower appreciation of tax, which consequently deteriorates 

                                                           
125  Section 2.4.3.1 and Section 2.4.3.2. 
126  Section 5.5.9 and Section 7.3.2. 
127  Section 5.5.9 and Section 7.3.2. 
128  Section 3.2. and Section 3.2.4. 
129  Section 3.2.6. 



 

188 
 

their willingness to pay.130 However, comparable with high tax morale, a high level of 

education does not necessarily translate into high tax compliance in practice, 

especially as those who have more education may have better resources to 

understand loopholes in tax laws, and hence maximise their financial utility by 

avoiding paying tax. Other approaches may be needed to ensure that individual 

taxpayers who have a good level of tax morale eventually fulfil their tax obligations. 

Financial situation was also found to be a significant determinant differentiating the 

tax morale of individual taxpayers. This research shows that those who claim not to 

have any financial problems are inclined to be more willing to comply with the rules 

for paying tax. 

In conclusion, age, education and financial situation are the demographic and 

economic variables that statistically differentiate the level of tax morale of the 

individual taxpayers in this research. 

8.2.3. Third Objective: Determinants of Tax Morale of Individual Taxpayers in 
Indonesia 

As regards the research question 3, two of the eight variables investigated in the 

quantitative analysis were found to have a statistically significant influence on the 

tax morale of individual taxpayers in Indonesia: sentiment towards tax and 

perception of the legal system. This research finds that the more positive the 

sentiment of taxpayers to tax, the more they are willing to pay their tax. Taxpayers 

also see enforcement of the law as an important factor that has an impact on their 

tax morale. The more they perceive the law is properly enacted, the higher their 

intrinsic motivation to pay tax. Between these two variables, perception of the legal 

system has a slightly more significant impact based on the quantitative analysis, 

with a coefficient of 0.214, compared to that of sentiment towards tax of 0.190.131 

However, it should be noted that despite showing no statistically significant impact 

on tax morale, other variables have a moderately strong correlation with the level of 

tax morale among taxpayers, with the only exception attitude to punishment. 

Therefore, the role of other factors should not be neglected, particularly when data 

from the qualitative method also show that these factors should be taken into 

consideration. Provision of public goods and service, for example, show that it has 

moderately strong correlation with tax morale similar to the correlations between 

                                                           
130   Table 5.51 
131  Section 5.5.11 and Table 5.61. 
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sentiment towards tax and perception of legal system with tax morale.132 While the 

qualitative approach results in mixed findings about this topic, some interview 

participants believe the perception of public goods provision is important in 

taxpayers’ willingness to pay tax; that if they perceive that public goods are provided 

and maintained well by the government, they would be more willing to pay their 

taxes. It might be that the perception of the participants about public goods provision 

is still poor, and this discourages them from paying their taxes because they do not 

regard the tax money as being used well. 

Further, while a connection between the tax morale variables and the eventual 

decision to fulfil tax obligations does not appear in this study, it emerged that the 

simplicity of the tax system might play an instrumental role in final compliance. It is 

observed from the interviews, both of taxpayers and tax consultants as informants, 

that taxpayers are reluctant to pay their tax when they find it troublesome dealing 

with the administration, particularly when they lack knowledge—not understanding 

how to settle tax matters may lead to a deterioration in their willingness to do the 

right thing. 

One of the highlights of the factors mentioned to be catalysts in taxpayers’ 

compliance is simplicity of the system. Taxpayers in Indonesia have a high level of 

tax morale; however, the research findings show that they tend to pay their tax 

pragmatically. Perceived complication of the system, including having to calculate 

tax due, file a report and find a way to pay, therefore affect their willingness to 

comply negatively, and eventually deter compliance. A smaller burden and easier 

administration as well as improving public perception might reduce taxpayers’ 

reluctance to deal with tax administration, and eventually, increase their compliance. 

8.3.  Fourth Objective: Policy Recommendations 

As regards the research question 4 and the research objective 4 about policy 

recommendations, the findings of this research offer several policy 

recommendations.  

The findings show that efforts to improve the public image of tax might encourage 

taxpayers to be more involved in the tax system. The sentiment of taxpayers is 

instrumental in influencing taxpayers’ willingness to pay. Therefore, a major 

recommendation based on this finding is the enhancement of information 

disbursement about tax and its benefits to the public. This approach needs to be 

embedded in the authorities’ policies, not only by the DGT and the Ministry of 
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Finance, but also by other institutions that utilise the tax money in their operations. 

This measure requires an extensive and continuous campaign from the DGT as the 

finance collection side, and better use of the money for public benefits from other 

government institutions as the expenditure side. Explaining and demonstrating that 

tax money is used to benefit the people would improve the sentiment of taxpayers; 

consequently, providing an understanding of why they need to pay taxes would 

enhance their willingness to pay tax. This approach needs to be set strategically in 

all short-, medium- and long-term policies to ensure that taxpayers and potential 

taxpayers understand the importance of tax and realise that public welfare depends 

on their compliance. 

Another finding from this research is that the perception of enforcement in the legal 

system influences the willingness of taxpayers to pay their taxes. The DGT is a tax 

authority, while law enforcement in general is more the domain of other legal 

authorities. Just and strong law-enforcing bodies, such as the National Police and 

Courts, are instrumental in persuading taxpayers to pay their contribution. In order to 

increase the willingness of taxpayers to pay tax, this situation needs to be 

understood by the many parties involved. Tax morale is not influenced just by the 

tax authority and government policies and actions; it also requires legal authorities’ 

participation. Therefore, it is crucial that the DGT approach other parties to develop 

support for better tax morale. 

In terms of tax compliance as the eventual objective of tax morale, simplicity of the 

tax system plays a role in encouraging and determining whether taxpayers are able 

to fulfil their tax obligations. Paying tax is a cost to taxpayers that should not be 

made more of a burden by an overly complicated system. The use of an IT system 

in fulfilling obligations, such as e-filing and e-payment, may reduce the cost to 

taxpayers, including psychological costs, although this is difficult to quantify (Tran-

Nam and Glover 2002). The DGT has already provided infrastructure for such a 

system by providing systems that taxpayers can use; for example, the electronic 

filing of the Annual Tax Return (e-filing) by individual taxpayers increased 

significantly from 61,651 in 2010 to 556,542 in 2014 (DGT 2015a, 133). However, it 

should be noted that not all taxpayers have access to the internet; consequently, 

more fundamental administration simplification is instrumental. Taxpayer compliance 

costs need further attention. Susila (2014, 204) recommended that compliance costs 

of large taxpayers be reduced by minimising the complexity of tax rules, an idea that 

also applies to taxpayers in general, especially individual taxpayers, who do not 

have the resources of large entity taxpayers in complying with their obligations. Tax 
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laws in Indonesia have provided such simplification, for example, the use of the 

deemed-profit system for individual taxpayers who do not conduct bookkeeping. 

Recently, the government issued Government Regulation Number 46 Year 2013 on 

Income Tax for Micro-Small and Medium Enterprise, which sets income tax at 1% of 

sales. Such an approach is an example of ways of increasing taxpayers’ 

compliance, which could be expanded; however, careful attention needs to be paid, 

so that taxpayers’ rights are not violated and there is fairness in the system towards 

all taxpayers, including businesses. For example, there has been criticism that the 

imposition of the income tax on sales neglects the fact that not all taxpayers record 

profits or income, and according to this scheme, they have to pay regardless of the 

outcome of their business activities. One plausible solution to this ‘simplicity versus 

fairness’ debate is to provide taxpayers with the option of a simplified system that 

encourages compliance, while also providing an alternative measure, to ensure that 

they can fulfil their obligations, regardless of their size and sales. 

Another pragmatic, plausible approach in encouraging more compliance is greater 

utilisation of the withholding system in collecting tax, where it is possible and 

authorised by law. In this setting, taxpayers do not need to calculate and report their 

own taxes; withholding agents withhold their taxes and report to the tax office, while 

providing proof of payment or receipts to taxpayers. Employed taxpayers whose 

income taxes are withheld by employers have been proven to have higher tax 

morale, and this notion should be considered as a means of increasing tax 

compliance. This is supported by Blanthorne and Kaplan (2008, 699), who find that 

restricting opportunities to evade is beneficial both economically and ethically. 

Consequently, the use of IT systems and sound administration, such as obligating 

withholding agents to disclose taxes and the ability of the DGT to cross-check 

activities, must be established as well. 

The last important recommendation pertains to the necessity of a party to bridge the 

gap between taxpayers and the tax authority—while the trust of taxpayers in the 

government is not yet encouraging, this trust is imperative in reducing their 

reluctance to pay tax. In this context, the tax authority needs to utilise 

intermediaries, such as tax agents or tax consultants, to help taxpayers fulfil their 

obligations, as well as improve their sentiment towards the utilisation of tax money. 

While tax agents and consultants provide ‘shortcuts’ for taxpayers in their tax 

compliance, they may also help develop the understanding of the obligation and 

improve the perception of tax. For this to be effective, there is an urgency to 

establish rules and policies for regulating tax agents and consultants, so that they 
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help improve taxpayers’ compliance, rather than help taxpayers with tax avoidance 

or aggressive tax planning. Moreover, this measure can help involve potential 

taxpayers who may not be reached by the tax authority because of geographical 

constraints or other restrictions. 

8.4.  Limitations of the Research 

This research was designed to explain the tax morale of individual taxpayers in 

Indonesia by using a mixed method approach that departs from extant studies on 

tax morale. The research was carried out to capture the phenomenon 

comprehensively, in order to achieve the research objectives accurately. However, it 

should be noted that limitations remain, and findings in this research should be 

interpreted with caution in this regard, to ensure correct use for policy formulation 

and further research. 

The first limitation relates to the nature of tax morale measurement. This research 

on the tax morale level of individual taxpayers was developed based on a number of 

other studies on the topic across different countries with various methods of 

measuring tax morale. However, it should be noted that hitherto, there is no unitary 

accord about how to measure tax morale, or on the exact relationship between tax 

morale and tax compliance. Therefore, caution needs to be taken in interpreting the 

results of this research—a broad understanding about the topic and related 

circumstances is required. Nevertheless, this research attempts to converge 

theories on tax morale definitions and measurements, to present a more focused tax 

morale scope. Further, this research offers new insights about tax morale, examined 

using a triangulation of quantitative and qualitative approaches in order to present 

more robust findings about tax morale in developing countries, such as Indonesia. 

The second limitation is related to the nature of the self-reporting method or surveys 

used in this research. It is suggested that self-reporting methods may exhibit bias 

(Elffers, Weigel and Hessing 1987). Moreover, as tax is considered a sensitive 

issue, it may cause discomfort to respondents that may hinder them from answering 

honestly (Elffers, Robben and Hessing 1992). The survey for this research was 

designed prudently, and constructed so that respondents could retrieve their 

experiences and express them anonymously; however, caution should be taken in 

that there may still be biases between their answers and their actual behaviour 

regarding tax matters. 

The third limitation is the survey samples of this research—registered individual 

taxpayers. While this offers advantages in that the respondents will provide better 
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answers as to ‘why people pay their taxes’ (because they have done so), it may 

create biases as the respondents may represent individuals that are inclined to be 

compliant or have a tendency towards having a good level of willingness to pay tax 

and comply with their tax obligations. Therefore, the results of the individual 

taxpayers in this research, which show a high level of tax morale, must be viewed in 

this context. A comprehensive examination of tax morale of individual taxpayers that 

involves those who are compliant and those who are not may offer different 

perspectives, such as that of Devos (2014), which includes both compliant 

taxpayers and tax evaders. Nevertheless, the qualitative interviews, which involved 

taxpayers, tax-related managers and tax consultants, widened the perspective on 

examining the tax morale phenomenon in individual taxpayers in Indonesia. 

The fourth limitation of this research is that samples were taken from three largest 

cities in Indonesia. The selection of the three cities was conducted as taxpayers in 

these three cities were regarded as likely to exhibit different characteristics, and thus 

represent a wide variety of taxpayer attributes. However, even the involvement of 

the taxpayers from the three largest cities may not reflect the taxpayer population in 

Indonesia as a whole—this would be an impossibility given limitations in time and 

costs. In this regard, the involvement of wider samples—such as individuals from 

more regions, and rural areas in addition to those from cities—may enrich the output 

of the study. Research that includes whole regions of Indonesia as well as broader 

population characteristics may provide a different and more comprehensive 

representation of tax morale in Indonesia as a whole. 

8.5.  Recommendations for Future Research 

Tax morale is a vast topic, and despite continuous and ample research conducted 

over the past decades, there is ample room for further studies. This is especially 

true in relation to tax administration in developing countries, such as Indonesia, 

which is considered to be in need of a significant improvement in taxpayers’ 

compliance. In Indonesia, this topic has only been studied recently, by a small 

number of researchers, with limitations due to the vast areas and large population of 

taxpayers in the country. Therefore, further studies on tax morale in relation to tax 

compliance specifically in the Indonesian context are still required. One further 

improvement to be recommended by this study is wider coverage of respondents to 

include registered and unregistered taxpayers, compliant citizens and evaders, as 

well as samples that capture the voice of the population and taxpayers in remote 

areas. Coverage representing all areas and all parties will provide a more 

comprehensive and complete explanation of the tax morale phenomenon. 
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Another important feature recommended for future research is the exploration of tax 

morale factors that may present specifically in the Indonesian context. Tax morale 

studies started in developed countries, such as the United States and Switzerland, 

and have expanded to cover developing countries, including those in Asia, Africa 

and South America. While the coverage has involved many countries, both 

developed and developing, studies into the tax morale in many countries are not 

deep, because of the width of the coverage and the use of single questions from the 

WVS. In such cases, detailed, specific research of tax morale may bring to light 

significant, specific issues or variables, different in terms of both essence and 

magnitude. The exploration of specific characteristics and variables relating to tax 

morale in the developing country setting may enrich theories, which have been 

spawned from developed countries, thus providing a more comprehensive picture of 

tax morale in taxation studies. 

8.6.  Concluding Remarks 

The study of individual taxpayers in Indonesia is important as, up to the present, 

Indonesia has relied heavily on tax from large entity taxpayers in its revenue 

collection. Previous data show that the contribution of individual taxpayers is small, 

despite their large number. The attempt to increase individual taxpayers’ 

involvement in taxation and improve their tax compliance is therefore crucial to 

increasing the contribution of these taxpayers and tax revenue collection. This 

research has investigated why individual taxpayers are willing to pay their taxes, an 

attempt to hear the voice of the individual taxpayers, with the aim of finding which 

factors encourage all related and obliged parties to fulfil their tax obligations. This 

research highlights the factors that will help authorities increase the willingness of 

individual taxpayers to pay their taxes, and factors that are found to be conducive for 

the individual taxpayers in complying with their obligations. Using the findings and 

recommendations presented in this research will enable authorities and other 

interested parties to formulate productive policies and strategies to increase the 

willingness of taxpayers to pay their tax and increase their tax compliance. This 

research also broadens pathways to further research on individual taxpayers’ 

compliance in Indonesia, which could lead to an ideal tax system to collect 

revenue—which should be efficient, fair and beneficial to the public. 
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Appendix B: Organisational Structure of the DGT: Regional Tax Office 

 
Source: Directorate General of Taxes (2015), p151 
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Appendix C: Organisational Structure of the DGT: Tax Office 
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Appendix F: Survey Respondent Information Sheet (Indonesian Language) 
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Appendix G: Survey Questionnaire (Indonesian Language) 
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Appendix H: Survey Respondent Information Sheet (English Translation) 
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Appendix I: Survey Questionnaire (English Translation) 
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Appendix J: Interview Participation Information Sheet (Indonesian Language) 
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Appendix K: List of Interview Key Questions (Indonesian Language) 
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Appendix L: Participant Consent Form (Indonesian Language) 
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Appendix M: Interview Participant Information Sheet (English Translation) 
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Appendix N: List of Interview Key Questions (English Translation) 
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Appendix O: Interview Participant Consent Form (English Translation) 
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Appendix P: List of Statements based on PCA Result 

I. Sentiment towards Tax 

1. So far, tax is very beneficial to the country’s development 
2. So far, I get benefit from tax 
3. So far, the people get benefit from tax 
4. The individual taxpayers compliance in paying tax strongly affects the 

country’s development 

II. Perception on the Fairness of Tax System 

1. Tax obligations such as calculating tax due, preparing tax return and filing 
the tax return can be easily done 

2. So far, tax authority/tax office has treated me as a taxpayer fairly 

III. Trust in the Government 

1. So far, the government has made best efforts for the welfare of the people 
2. So far, the tax money paid by the taxpayers has been utilised well by the 

government for the welfare of the people 

IV. Trust in the Tax Authority 

1. In general, government employees have done their job well 
2. In general, government employees have good integrity 
3. So far the Directorate General of Taxes has done its job of collecting tax 

revenue well 
4. Service of Tax Office is already good 
5. In general, tax officers / the Directorate General of Taxes employees have 

done their job well 
6. In general, tax officers / the Directorate General of Taxes employees have 

good integrity 

V. Perception of the Legal System 

1. Law in Indonesia has been implemented justly 
2. The law implementation in Indonesia is going on the better track 
3. In general, law apparatus have done their job wel 
4. In general, law apparatus have good integrity 

VI. Attitude to Democracy 

1. So far democracy is well implemented in Indonesia 
2. So far people have opportunity to monitor the government performance 
3. So far people have opportunity to monitor what tax money is spent for by 

the government 
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VII. Perception of Public Goods 

1. In general, public facilities (road, schools, etc.) provided by the 
government are already good 

2. In general, public service (permits, healthcare, education, etc.) provided 
by the government are already good 

3. Public service and facilities provided by the government are comparable 
with the tax paid by the taxpayers 

4. If the taxpayers pay tax well, public facilities and services provided by the 
government will be good too 

VIII. Attitude to Punishment 

1. I pay tax because I do not want to get penalty 
2. I pay tax because I do not want to get audited 
3. I pay tax because not paying tax obligations may ruin my reputation 

IX. Tax Morale 

1. Paying tax is the responsibility of any able citizen 
2. I pay tax willingly without any other’s influence / pressure 
3. Evading tax obligation is against my principle 
4. I have willingly paid my taxes so far 

X. Attitude to Tax Evasion 

1. If there is a chance, taxpayers better evade paying tax 
2. Evading tax obligation is not a serious crime 
3. A taxpayer should not feel ashamed if she or he gets caught of evading 

paying tax 
4. Taxpayers should not report all of their income to tax authority / Tax Office 
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Appendix Q: Normality Test 
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Appendix R: Rotated Component Matrix 

Principal Component Analysis (PCA) 
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Appendix S: Correlation Matrix 



 

246 
 

Appendix T: Regression Model. Dependent Variable: Tax Morale 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

1 .377a .142 .121 .61912 

a. Predictors: (Constant), Mean_Pun, Mean_TSys, Mean_Dem, Mean_Sent, Mean_Law, Mean_Auth, 

Mean_Gov, Mean_PubG 

 
ANOVAa 

Model 

Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regression 
20.878 8 2.610 6.809 

.000
b 

Residual 126.109 329 .383   
Total 146.987 337    

a. Dependent Variable: Mean_TMo 

b. Predictors: (Constant), Mean_Pun, Mean_TSys, Mean_Dem, Mean_Sent, Mean_Law, 

Mean_Auth, Mean_Gov, Mean_PubG 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 (Constant) 2.250 .285  7.906 .000   
Mean_Sent .202 .060 .190 3.350 .001 .813 1.230 

Mean_TSys -.015 .062 -.016 -.240 .811 .591 1.692 

Mean_Gov -.047 .067 -.051 -.703 .483 .490 2.041 

Mean_Auth .080 .067 .086 1.193 .234 .505 1.979 

Mean_Law .212 .066 .214 3.188 .002 .577 1.733 

Mean_Dem -.026 .048 -.033 -.540 .590 .717 1.396 

Mean_PubG .095 .075 .094 1.268 .206 .475 2.104 

Mean_Pun -.040 .051 -.042 -.791 .429 .918 1.089 

a. Dependent Variable: Mean_TMo 
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Appendix U: Regression Model. Dependent Variable: Tax Evasion 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

1 .294a .086 .064 .78856 

a. Predictors: (Constant), Mean_Pun, Mean_TSys, Mean_Dem, Mean_Sent, Mean_Law, Mean_Auth, 

Mean_Gov, Mean_PubG 

 
ANOVAa 

Model 

Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regression 19.322 8 2.415 3.884 .000b 

Residual 204.580 329 .622   
Total 223.902 337    

a. Dependent Variable: Mean_TEv 

b. Predictors: (Constant), Mean_Pun, Mean_TSys, Mean_Dem, Mean_Sent, Mean_Law, Mean_Auth, 

Mean_Gov, Mean_PubG 

 
Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 (Constant) 4.123 .363  11.373 .000   
Mean_Sent -.167 .077 -.127 -2.167 .031 .813 1.230 

Mean_TSys -.101 .079 -.088 -1.290 .198 .591 1.692 

Mean_Gov .068 .085 .061 .805 .422 .490 2.041 

Mean_Auth -.190 .085 -.166 -2.236 .026 .505 1.979 

Mean_Law -.144 .085 -.118 -1.706 .089 .577 1.733 

Mean_Dem .095 .061 .097 1.555 .121 .717 1.396 

Mean_PubG .125 .095 .100 1.314 .190 .475 2.104 

Mean_Pun -.139 .065 -.118 -2.142 .033 .918 1.089 

a. Dependent Variable: Mean_TEv 
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