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ABSTRACT

The research comes recognizing a picture of the laypeople’s social representation
of taxes in Indonesia. Implementing the content analysis procedure of qualitative
methods, data were online collected through social media like WhatsApp,
Facebook, and email. Three hundred and nine Indonesian respondents of varied
demographic backgrounds participated in the study. The results present a wide
variety of social representations about tax, broadly categorised into four major
themes. The first theme concerns positive representations where taxes were
associated with national or public interests, contributions to the state and society.
In the second theme, taxes are regarded as negative, in which taxes are associated
with financial or non-financial burdens, associated with complexity in tax
reporting, misappropriations of state income from taxes, criticisms toward tax
collecting institutions, and negative attitude towards the government and the taxes
in general. The third theme encapsulates neutral perspectives on taxes and
representations in forms of technical terms, tax type, state institutions, taxation
mechanisms, and other neutral representation. In the final theme, tax represented
as an obligation or responsibility. Importantly, the words that emerge as strong
association with the term of tax could be used as a basis for developing message
framing strategies. Indeed, the appropriate words could be selected and
implemented as materials in developing a public persuasion strategy. The
Directorate General of Tax (DGT) can consider it to arouse the more positive
perceptual and emotional side of the society toward taxation.
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1. INTRODUCTION

The biggest source of income for the Government of Indonesia comes from the tax sector
[1],[2]. More than 75% of state revenue is contributed through tax revenue. In 2014, tax revenue
was 74% and continued to increase to 82.5% in 2018. On the other hand, in the last five years,
the growth of tax ratio based on gross domestic income is still relatively low, around 11.1%
compared to other developing countries [1], [3].

Various efforts to increase tax revenues were carried out. In 2019, the Ministry of Finance
through its taxation policy highlights taxpayer compliance as a fundamental component that
must be considered. Building tax awareness (sustainable compliance) is one of nine policies in
the current tax reform [1]. Building tax awareness, increasing tax compliance and tax morals
has become fascinating topics of study for economic scientists and behavioral economics, even
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since the 1950s [4], [5]. Researches from the field of psychology began developing in the 1970s
[6]. Various studies were conducted to examine tax compliance and non-compliance behavior
[71-{14].

In addition, research in Indonesia related to tax compliance and morale is found in many
researchers in the fields of economics and administrative sciences. Otherwise, as far as my
knowledge, there is still very little contribution from psychology. Some research on various
factors that affect tax compliance in the Small and Medium Enterprises (SMEs) unit [15], [16];
compliance with corporate taxpayers [17], [18]; compliance of individual taxpayers [19]-[21];
tax non-compliance behavior [22]; and the intentions of tax compliance [23].

Among the various studies that have been carried out, there is very limited discussion of
tax compliance from the perspective of social representation [4], [10], [24]. Otherwise, social
representation come to be a substantial thing to acknowledge and predict the behavior of social-
psychological phenomena at the society level [25]-[27]. In the context of taxation, social
representation comprises a subjective form of personal knowledge socially exchanged with
others. Furthermore, Lewis (1982) says that attitudes, judgments and behavioral intentions of
individuals are more influenced by what they believe than what indeed happens [6]. Kirchler
(2007) also states that in the context of certain situations, people discuss their views about
taxation and other relevant matters with others. After which the motivation to comply or not
comply develops, and this is what forms certain behaviors related to taxation[9].

When seen from the representation of society, the view of "tax" in various countries has
many meanings. Social trust and distrust of tax collectors is reflected in the semantic
terminology of tax. For example, in Latin, it is called 'impostation' (powerlessness). Whereas in
the Netherlands, it is called ‘Belasting” which means as tax or burden [28]. Moreover, in
Germany known as ‘Steuer’ (support); in Scandinavia referred to as ‘Skat’ (an established thing
for a collective goal). While in Germany, tax has a negative connotation and is associated with
‘usury’, ‘cheat’, and ‘fraud’. In addition, further studies show other interesting results [29]. For
instance, In Scotland, the research of Dean, Keenan, & Kenney (1980) shows the perception of
inequality between contributions to government with personal benefits received [30]. Two-
thirds of participants believe that the government is unwise in the use of tax revenue. Moreover,
Scottish believe that their money is unused efficiently.

Furthermore, Schmolders’s research in Germany and Kirchler’s study in Austria present
similar results [31]. They explore the social representation of taxes based on the job
classification, including blue-collar workers; white-collar workers, civil servants, self-
employed, farmers and retirees. In Schmolders’s study, of the six groups, the most negative
association was identified in the entrepreneurial group by 41%. Meanwhile, the least complaint
was in the civil servant group at 23%. In general, 39% of associations that appear related to
technical concepts such as tax rules, tax office, due date of tax reporting and payment. As well
as, this can be classified as neutral representations. Subsequently followed by 29% of negative
associations related to negative feelings and complaints about too much tax type, highly tax
burden and so on. Furthermore, as much as 23% of the responses stated tax as necessary evil. A
more in-depth analysis showed most of all respondents thought that the actual tax rate was
overvalued [9], [31].

In addition, Kirchler’s research show that the entrepreneur considers taxes as form of
pressure in employment, highly administrative, highly complexity of taxation rules, and fiscal
policy is remains unclear. Blue-collar workers show more criticism of government and
politicians in general. Significantly, they state the government and politicians not only use the
money to achieve their own personal goals, but also, they are responsible for large nation
deficits. White-collar workers say that public security and social welfare are guaranteed by tax.



They consider the tax as a financial burden but indeed needed for the public interest. The civil
servants group indicates there is no benefit from taxes in redistributing wealth and better social
justice. In addition, tax has a negative connotation because non-cooperative people will try to
avoid and manipulate taxes and profits to reduce their tax contributions. Whereas the student
respondents who have the least tax experience, associating taxes with theoretical and technical
concepts, mentioning the names of politicians and famous figures from fiction or comics. In
general, spontaneous associations that first appeared altogether from respondents were more
negative, in all work sub samples [24].

Based on the explanation in the above, it is pivotal to recognize the individual's social
representation of taxes. Nevertheless, research in this area is rarely found, especially in the
context of Indonesian society. This research primarily aims to present empirical data on the
social representation of people in Indonesia about tax. How the public views tax in general can
then predict how it affects attitudes, beliefs and intentions of taxation behavior.

2. RESEARCH METHOD

This research represents an exploratory study using a qualitative approach. Data were
collected by surveys with open-ended questions. It was deployed through online media such as
email and social media as well as Facebook and WhattsApp. A sum of 309 respondents
participated in this study. Initially, based on age category, most respondents were represented
by 20-30 years old group as much 45.31% (140 out of 309 respondents); followed by 30-40
years as much 38.51% (119 out of 309 respondents). In addition, by the taxpayer status (having
a Taxpayer Identification Number, called as NPWP), 75.40% of respondents have the NPWP
(233 out of 309 respondents), the remaining 24.60% do not have NPWP. Later, based on the
education level, there are six classifications ranging from elementary-junior high school, senior
high school or equivalent, diploma, bachelor’s degree, master’s degree, and doctoral degree.
The two most respondent groups in sequence obtain bachelor’s degree of 50.16% (155
respondents); then master’s degree at 32.36% (100 respondents).

Lastly, demographic data were presented by the job classification. There are 10
occupational groups including (1) workers in academic institutions, (2) state-owned corporation,
(3) civil servant, (4) private workers, (5) free workers, (6) farmers / fishermen / gardeners /
others, (7) entrepreneurs, (8) students, (9) housewives, and (10) retirees. The highest number of
respondents in the sequence are in the group of private-sector workers as much 29.45% (91
respondents); civil servants as much 17.48% (54 respondents); workers in educational
institutions as much as 14.56% (45 respondents); free workers as much 12.30% (38
respondents); students by 10.68% (33 respondents); and entrepreneurs by 10.36% (32
respondents).

Significantly, the qualitative data were analyzed using descriptive content analysis. It is one
of the appropriate analysis methods to describe the substantial characteristics of the message
content, the characteristics of the message form, and conclusions from the message content [32].
Referring to Neuendorf (2002), the process of drawing conclusions is performed inductively,
through the stages of the theory and the background of its determination. Followed by the step
of conceptualization of variables. In addition, the operationalization process uses an utterance
coding scheme. Coding scheme through the process of making a word dictionary that is the
result of the agreement of the rater. Further, pilot reliability is carried out through inter-rater
meetings to equalize understanding and limit the meaning and language used. In coding, the
data are coded by three raters to find the binding agreement on subcategories, categories and
final themes used.



3. RESULTS AND DISCUSSION

Data from 309 respondents produce 708 words codes. The results were gained from the
inter-rater discussion with the level of rater agreement of 93.64%. Furthermore, from the 708
codes obtained, the word code reduction is carried out into groupings that can represent as many
codes as possible that have the same meaning. Subsequently, the agreement resulted in 91
words codes. Of the 91 codes classified and extracted to 41 subcategories, up to 18 categories
and five core themes, namely obligation, neutral, positive, negative, and uncategorized.

The results of a descriptive analysis show that negative themes (27.68%) appear more
than positive themes (26.13%), obligation (24.29%), and neutral (20.90%). Nevertheless,
the response was relatively equal between the four themes. In the negative themes, taxes were
associated with burdens, complexity, misappropriations, various criticisms, and negative
attitude towards government and taxes. Whereas in the positive themes, taxes were associated
with national interests, people’s welfare, and contributions to the country and society. Next, the
neutral themes consist of technical terms of taxation, tax type, state institutions, taxation
mechanisms, and the state regulation, and neutrally attitude. The latter one, taxes were
represented as an obligation or sense of duty as a nation.

The data above showed that individuals had a dualism in their judgments. As mentioned
by Descartes, between mind (mental processes)and body stand two  distinct
substances. Furthermore, conscious experiences like perception, memory, beliefs, hopes, and
desires are subjective since it is abstract, intangible and unmeasurable. Therefore, an object can
be interpreted otherwise and varied both by the similar person or between individuals. Likewise,
in social psychology, it known as cognitive dissonance. There are dissonant relationships or
inconsistencies that occur, where some mental processes such as between perceptions,
perceptions-beliefs, attitudes are opposing or inconsistent [33]. Cognitive dissonance represents
a commonplace phenomenon that is frequently experienced by individuals. People
exceptionally rare seeing things all in black or white, positive or negative only. Therefore,
in terms of thoughts, people can additionally possess mutually contradictory views to the same
object of perception [33], [34].

Indistinguishably, in taxation’s context, individuals can produce variety of cognitive
representations, either aligned in certain directions or contradicting. In line with the statement
of Kahneman and Tversky (2017) that people’s perception of economic problems, especially
in taxation, contains numbers of cognitive biases [35]. In fact, people do not constantly think
rationally and tend to over-simplify their way of thinking about the government [36]. In
addition, social representation does not focus on the fact or reality related
to taxation. Otherwise, it focuses on how people interpret the reality. It also underlies on the
construction of the knowledge in producing meaningful representations [37]. Therefore, the
laypeople’s understanding of taxes is fundamental in perceiving considerate behavior
to comply with or not with taxation rules [9]. What people think or believe about the
government’s performance vastly affects the values, attitudes and behavior relating to public
policy [38], [39].

Based on the behavioral economics approach, we can use framing theory to alter person's
understanding  of  taxation  [40]-[44]. Referring to the prospect theory,
Kahneman and Tversky (1979) describe that people are not always accurate in weighting
results based on objective reference points. Conversely, cognitive limitations make it easy for
them to evaluate a result higher or lower than the existing objective reference points. This is
inseparable from the cognitive dynamic in information processing. Assuredly, people exhibit



tendencies to weigh losses more tremendous in value than profits, even in the same equivalent
value. Individuals tend to show preference for avoiding risks when confronted
with circumstances set in favorable choices frame. Conversely, they tend to accept prospects
when facing with situations that are framed as adverse choosings [45], [46].

Some researches support empirical evidence related to the effectiveness of framing
theory in tax compliance. Framing information can alter an individual's point of reference
when they translate changes in facts in their logic to be re-evaluated as meanings of profit or
loss. As follows, finding the explicit and implicit association of taxes can help DGT. Especially,
in formulating the significant and meaningful words that predicted has more determined effect
to increase positive belief, attitude and behavioral intention toward tax.

4. CONCLUSIONS

The results reveal above are still limited in descriptive exploratory studies of social
representations of taxes in Indonesia. This empirical study tries filling the research gap,
particularly in tax compliance behavior from the psychological perspective. In brief, it can be
concluded that some Indonesian shows strong positive representations of the current
taxation. Particularly, tax represents as contribution, development, community welfare, shared
interests, value, importance, pride, and tax awareness were arising.

However, the level of awareness and taxpaying behavioris still relatively low in
Indonesian [1], [3]. This highlights fundamental questions, what causes this and how to utilize
the modalities of social representations to increase tax awareness and tax compliance behavior.
Therefore, more specific empirical research is required to resolve that questions. For instance,
an experimental study to determine the deepest implicit association toward taxes. Alternatively,
quantitative study to select specific words related to taxes which gained by this study. Besides,
also needed an experimental testing of framing strategies based on the words code represent
taxes.

Therefore, cognitive and social psychology approaches are crucially important to
comprehend why individuals experience cognitive dissonance. Also to understand what makes
people changes their perception and attitudes, especially in terms of public policy and taxation
[35], [36], [47]. As well as behavioral economic approach needed for developing strategies in
changing individual behavior due to economy and public policy. In summary, social
representations become a determinant factor in shaping values, attitudes and behavior related to
public policy and taxation [9], [37]-[39].

REFERENCES

[1] Direktorat Penyusunan APBN and Direktorat Jenderal Anggaran, Informasi APBN
2019. Kementerian Keuangan Republik Indonesia, 2019.

[2] Direktorat Penyusunan APBN and Direktorat Jenderal Anggaran, Informasi APBN
2017. Kementerian Keuangan Republik Indonesia, 2017.

[3] A. D. Putera, “Tax Ratio 2019 Diupayakan 11,9 Persen - Kompas,” 12 Juli 2018, 2018.
[Online]. Available: https:/ekonomi.kompas.com/read/2018/07/12/153400526/tax-
ratio-2019-diupayakan-11-9-persen. [Accessed: 07-Feb-2019].

[4] G. Schmolders, “Fiscal Psychology: A New Branch of Public Finance,” Natl. Tax J.,
vol. 15, pp. 184-193, 1959.

[5] F. Schneider and B. Torgler, “What Shapes Attitudes Toward Paying Taxes ? Evidence
from Multicultural European Countries,” Soc. Sci. Q., vol. 88, no. 2, pp. 443—470, 2007.



[11]

[12]

[13]

[14]
[15]

[16]

[17]
[18]
[19]

[20]

[22]

(23]

(24]

A. Lewis, “The social psychology of taxation,” Br. J. Oscial Psychol., vol. 21, pp. 151—
158, 1982.

E. Hofmann, E. Hoelzl, and E. Kirchler, “Preconditions of voluntary tax compliance,”
Zeitschrift fiir Psychol. / J. Psychol., vol. 216, no. 4, pp. 209-217, 2008.

E. Kirchler, “Reactance to taxation: Employers ° attitudes towards taxes,” J. Socio.
Econ., vol. 28, pp. 131-138, 1999.

E. Kirchler, The Economic Psychology of Tax Behaviour. Cambridge: Cambridge
University Press, 2007.

E. Kirchler, B. Maciejovsky, and F. Schneider, “Everyday representations of tax
avoidance , tax evasion , and tax flight: Do legal differences matter ?,” J. Econ.
Psychol., vol. 24, no. 4, pp. 535-553, 2001.

E. Kirchler and B. Maciejovsky, “Tax compliance within the context of gain and loss
situations , expected and current asset position , and profession,” J. Econ. Psychol., vol.
22, pp. 173-194, 2001.

E. Kirchler, A. Niemirowski, and A. Wearing, “Shared subjective views , intent to
cooperate and tax compliance: Similarities between Australian taxpayers and tax
officers,” J. Econ. Psychol., vol. 27, pp. 502-517, 2006.

K. W. Smith and K. A. Kinsey, “Understanding Taxpaying Behavior: A Conceptual
Framework with Implications for Research,” J. Law Soc. Assoc., vol. 21, no. 4, pp. 639—
663, 1987.

B. Torgler, Tax Compliance and Tax Morale. Massachussetts: Edward Elgar Publishing
Limited, 2007.

S. Fahmi and F. Linda, “Faktor-faktor yang mempengaruhi kepatuhan membayar pajak
UMKM di Kabupaten Kendal,” Account. Anal. J., vol. 3, no. 3, pp. 399406, 2014.

F. Inasius, “Factors Influencing SME Tax Compliance : Evidence from Indonesia
Factors Influencing SME Tax Compliance : Evidence from Indonesia,” Int. J. Public
Adm., vol. 00, no. 00, pp. 1-13, 2018.

T. Aryati, “Analisis faktor-faktor yang mempengaruhi tingkat kepatuhan Wajib Pajak
Badan,” Media Ekon. dan Manaj., vol. 25, no. 1, pp. 13-29, 2012.

E. Harinurdin, “Perilaku Kepatuhan Wajib Pajak Badan,” J. llmu Adm. dan Organ., vol.
16, no. 2, pp. 96-104, 2009.

N. Cahyonowati, “Model moral dan kepatuhan perpajakan: Wajib Pajak Orang Pribadi,”
JAAI vol. 15, no. 2, pp. 161-177, 2011.

W. Hidayat and A. A. Nugroho, “Studi Empiris Theory of Planned Behavior dan
Pengaruh Kewajiban Moral pada Perilaku Ketidakpatuhan Pajak Wajib Pajak Orang
Pribadi,” J. Akunt. dan Keuang., vol. 12, no. 2, pp. 82-93, 2010.

C. Jotopurnomo and Y. Mangoting, “Pengaruh Kesadaran Wajib Pajak , Kualitas
Pelayanan Fiskus , Sanksi Perpajakan , Lingkungan Wajib Pajak Berada terhadap
Kepatuhan Wajib Pajak Orang Pribadi di Surabaya,” Tax Account. Rev., vol. 1, no. 1,
pp- 49-54, 2013.

A. Rosid, C. Evans, and B. Tran-Nam, “Perceptions of Corruption and Tax Non-
compliance Behaviour: Policy Implications for Developing Countries,” Bull. Indones.
Econ. Stud., vol. 0, no. 0, pp. 144, 2017.

I. R. Susilawati, A. Fitriani, R. P. Putra, R. N. Hidayat, and A. W. Nurdiansyah, “Citra
Direktorat Jenderal Pajak (DJP), trust Wajib Pajak, dan intensi kepatuhan pajak,” in
Temu Ilmiah Nasional Himpunan Psikologi Indonesia, 2016.

E. Kirchler, “Differential Representations of Taxes : Analysis of Free Associations and
Judgments of Five Employment Groups,” J. Socio. Econ., vol. 27, no. 1, pp. 117-131,



(27]
(28]

[29]

[39]

[40]

1998.

S. Jovchelovitch, Knowledge in Context: Representations, community and culture.
Routledge, Taylor & Francis Group, 2007.

W. Wagner et al., “Theory and method of social representations,” Asian J. Soc.
Psychol., vol. 2, pp. 95-125, 1999.

Wolfgang Wagner, “Introduction: aspects of social representation theory,” in
Symposium on social representations, 2015, p. 7.

D. J. Webley, P., Robben, H.S.J., Elffers, H., and Hessing, Tax evasion: An
experimental approach. Cambridge: Cambridge University Press, 1991.

G. Schmolders, “Survey research in public finance : a behavioural approach to fiscal
theory,” Public Financ., vol. 25, pp. 300-306, 1970.

P. Dean, T. Keenan, and F. Kenney, “Taxpayer’s attitude to income tax evasion: An
empirical study,” Br. Tax Rev., vol. 25, pp. 28—44, 1980.

G. Schmolders, Das Irrationale in der o’ffentlichen Finanzwirtschaft. Suhrkamp:
Frankfurt am Main, 1960.

K. A. Neuendorf, The Content Analysis Guidebook. California: Sage Publications, 2002.
L. Festinger, A Theory Cognitive Dissonance. California: Stanford University Press,
1957.

J. Cooper, Cognitive Dissonance: 50 years of a classic theory. London: Sage
Publications, 2007.

D. Kahneman and A. Tversky, “Choices, values, and frames,” p. 830, 2017.

A. Lewis, Psychology and economic behaviour. Cambridge: Cambridge University
Press, 2008.

S. Moscovici, S. Jovchelovitch, and B. Wagoner, Development as a Social Process:
Contributions of Gerard Duveen. London: Routledge, Taylor & Francis Group, 2001.
J. Baron and N. P. Maxwell, “Cost of public goods affects willingness to pay for them,”
J. Behav. Decis. Mak., vol. 9, pp. 173—-183, 1996.

S. Kemp, “The effect of providing misleading cost information on the perceived value
of government services,” J. Econ. Psychol., vol. 24, pp. 117-128,2003.

M. Fochmann and N. Wolf, “Framing and salience effects in tax evasion decisions — An
experiment on underreporting and overdeducting %,” J. Econ. Psychol., vol. 72, no.
April, pp. 260-277, 2019.

M. Holler, E. Hoelzl, E. Kirchler, S. Leder, and L. Mannetti, “Framing of information
on the use of public finances, regulatory fit of recipients and tax compliance,” J. Econ.
Psychol., vol. 29, no. 4, pp. 597-611, 2008.

A. Schepanski and D. Kelsey, “Testing for Framing Effects in Taxpayer Compliance
Decisions,” J. Am. Tax. Assoc., no. June 1990, pp. 60—77, 1990.

S. M. Smith and R. E. Petty, “Message Framing and Persuasion : A Message Processing
Analysis,” Personal. Soc. Psychol. Bull., vol. 22, no. 3, pp. 257-268, 1996.

C. Watrin and R. Ullmann, “Comparing direct and indirect taxation : The influence of
framing on tax compliance,” Eur. J. Comp. Econ., vol. 5, no. 1, pp. 33-56, 2008.

D. Kahneman and A. Tversky, “Prospect theory: An analysis of decision under risk,”
Econometrica, vol. 47, no. 2, pp. 263-291, 1979.

K. 1979, “Choices , Values , and Frames,” Am. Psychol., pp. 341-350, 1984.

E. J. McCaffery and J. Baron, “The humpty dumpty blues: Disaggregation bias in the
evaluation of tax systems,” Organ. Behav. Hum. Decis. Process., vol. 91, pp. 230-242,
2003.






