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1, INTRODUCTION

A led of stodies on tax compliones have
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compliance is alse the key tooa successful self-

asgessment systerr  collection.  Complianee

ben dorie s far due be the fact thok toxes
are considered the Lrgest sooree af mevenoe
for most courtries in the world, [n this case,
mnderstandding  the tax  compliance  faciar
s wery importaat as a boesis dor developig
an appropriate tax system. Inoadedikion, tex

@ borm of behavior that i manibested by
the willmgress of mxpayers b mest @ax
obllgations both formally and materially, As
referpad to the Theory of Planmed Behavior
that bohovior i based om inkmbon (Noviamh &
Dlswwati Derwi; 200 7} however, bax complianoe is
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a camples behavior. It ds stafed tha: intemn
alore = nob suffickent b predict coonpliance
behavior. Adnorence alss deponds on the
exbernil intervention crocived (Mrastiwi, o 21,
2119 Thaus, ingention and adberence shoukd be
ke to exiemal factors.
arod oo a tmditional appeoach  thai
focuses an the coonomic orime -'.iEch'ml\.':'l.
wxpaver compliarce is Influenced by risk
coreiderators of detection probabiliy by
thie tax authoribes and the level of penaltes
associntzd with behavior that is contrary to tex
lawe (Luttmar & Singhal, 2014). This approach
isconsidered onarrow lor understanding tax
comnpiarce [Dulleck, e, Al 2035) A group o
social peychalogists havo identified that under
werbaioy conanlbUksns, esterml lonteovenbion lojilie
form af meTeta |r'u:ern'.re~enrpumh'hm|:n|:‘
negativie h compliance (Gangl,
¢ Hattiston & Camba, 2Ma) | =
supparted by Crowding Theory {Trey & fegen,
SHIL) that wunder certain conditicns, b 15 mixt
recammiended to use reward and punishment
mechanisms o improve perfommance . and
miast rely on o different type af incenkive,

reumely intrinsic moflton. 5. Bounoe & Lams
I foaend thal the ivf
il onat is strongger

havia high level of complionee
while the respeceal or frieadly reatment or
responsivefili-sulation approach, sirengthens
{erow in} have
Tarpanrers hove
a I:'iﬁh lemed - oof r.ur:LFIL'.nm' {Brartiwante, et
al, 2087 the use of threats and coeroom can
actually lead to behandor that te opposite than
espected (Braithwaibe, 2007

T, w Jog-tenin

il

EELUCTR

and therefore,
cantract = neadad (Feld & Froy, X7 The
peyicholopical tox comtroct requires that the
tuxpayer and the tax 2utherrbes treateach other
likes partners whi respect each cther and valoe
hnml-w Eichfalder & if.n-an.'-s- (21114} foond <hat
e behinvherr of tae s authorties bes an effect
on taxpeyer complionee. I the mx authorioy
treats bascparyers with respect, provides services
and approaches respectful reatment behardar
i reminding s obligations and seducing 12x
avildanoe, (0 con InCredse taxpay confidence
inrepring the realamodntoftas owed and can
imcrease taxpayver complianee (Alm. & Torgler,

211 1ow etrong e basis om pm-u.'-n:i.-::n
wiforts cadses di=Tufllof tespayers, Instead
respactiul or Fremdly

F mrTERsing -{Jujl.l e Frey,
K

17); coaperation of tue patties imvelved i the
taxation system affects laxpayer complance
[ chfelder & Kepels, 2004, Dattiston & Uamba,
20N B),

Etforts o manage taxpaver abbudes are
nat only personal through ditect interacton
bobwern faxpayces ared  tx  authoribics, buat
alse  through  ocganizaiion:]  interacdons.
Institotomal Bmage i o holiste impresson
that is beld by cortain mdividuals or groups
of an crgankzation as a remlt of group senses
ared fmpressiors created asd prajectiad and
commanmicated by the organizabion |Lisa &
Chisargg: AXEY, Again imstibutiona]  positive
mage of the Directorate General of Taxes wae
formred when they were abile Ls ]||:|.|.l sl v Las
protlems. for taxpayers It was due to bemg
urable by deny that tax caléalabon s not a
stmple problem, The frequency of chasges in
the ruales and [egal language causes laxpayers
to interpret the rules differently, This condibon
has been inderstocad By the Direclorale
General of Taves, asevidenced by the sichmes
of bureaucratic reform and tax reform.

[m order 10 i e services,  the
Directorate Gereral of Taxation has Esued a
tax digibeabion reform palicy. |n this pelicy,
DGT provides: 1) nircplifieation of digitel tax
reharm :I'EPI:-TI:I:I'.IH obligationsg 2) ﬂ.mplr_l.-:url:m
and sarvices of SPT: 3 provide services
thaoagh DiPonline 45 online S5 validation: 5
bt o bouk - mvaiee for BUMB, Tochnelopgy
midemizaicn is believed to b one of the
impariant pillars of tax reform mincreasing @ax
revenise, As for the implementation of daties.
a peew Core Tax Syebemt has boen ostablishoed,
The Core Tax System prevides suppor
for CHGT duties mplemeniabon  olodog
aubemated business  processes,  brepection.
billing, processing of sthee tay documents. By
ublizimg this technology, it i hoped thet it can
provide the service faster

O the comtrary, several mcidents mvol-
ving tax officers have a nogative impact on
imstitugomeal imeage, This con be isdentified by
such as the phenomenon of cases of alkeged
commuptivn mvalving tax afficials that have
oemimred 1 wecent years erneding st anid
having an impacl o0 fax compliance. This
phenomenen ccoumred several perksds ago,
which was stirred by several canes of alleged
b corrapbion codnoitted by tax officials. Those
tax officals am soch as Gavus Tambunan
who was found gullty of accepting bribes
warlh Kpv s mullion from Roberto San bonis,

L




coredtint of T Metropolitan Ketadmart
regarding the management of the company’s
tax ohjeciiony Bahasyim Aszifie was prosven
b have commmithed comuplion by ascopling a
bribe from faspayer Kardnl hlulyadl worih
Bpl Blios when be beeame head of the office
in Februany W5 ot

I relatien bo insHiabional jm.aE:', it can
be referred to Welwel (2007) who s@ied that
thie |nstitutional tmase af de company s an
ecfective mears of predicing the results of the
servioe produckion proccs and asa sgnof the
ability of service antltes 0 satisly oasiomeT
desires and various siudies have proven the
pusitive atfect of insbitutional image on loyalby
(Giovanis @l al., X4y, Apart from seliting, bo
(15753 I.IEI:I-\JI:-IIEI.ILI: ol Las illcers, Lee leebiulisil
image of the Direclomte General aof “axes does
rwit only depend on the quality of results, but
alsn depends om howe the Direchorase General
of Taxes delivers services to the public, Based
on this beckground. ihis shady aims b 1)
identify whether a tan autherity respectiul
approach can Bmprove msbtobional Enage:
2} whether institutional |I:l'l.-'lat can increase
L% |:|.1m'|.i.i.1:r'||.'e.: 3} tax a.uﬂmri:l.].' mpu:l:fu]
approach can increase B complianoe.

2. THEORITICAL FRAMEWOHRK AND
HYPOTHESIS

Crowding Theary

A group of soaal psychologisls oppose the

view of seomomic ceone {Becker, 1963} becadss,

wmdder certuin corad b, extermal inbereantioma

in the form of monetary incentives and

punishment harm ax complianee (Carner, Fo,

L i3 _Iu'r - Devcinbaer X021, g Z20 - 24

& Health, 2011; Feld & Larsen, 2012; !'.'na.uEI- [
al, 24, Bashston & Gamoa, 2006; Filppin
et al, 0N, It s callad the crowd-oul effect
Pl & Frey, (2007) generalen the conditions
im crowding theoary staiing that: (1) all types
af external inberventions can hurt inbrirsic
enntivation. nod anly in the form of gfis has
alaor pnders, mle: and F-r:nalh'.n:—s. Thoerctore, the
etiors can damage the sk willigness of
mdividoals tocampiy with bax laws; (2} external
mterventions nfluemce intrinsie mobiviation:
(3] csternal interyventions can waombcen ininsic
ruetivation when comsidened b by disuebing
(W aing-out ethect)

[f the tax authoriby brests  Expayers
with respact and provides: services-with the
respaciiol  teatent belaviowr  appoach
im remirding @y obliganors and reducing
tar aveddancesit can increase the faxpayer’s
conbfidende o repoct the amount o meal ax
payeble. Desides that, it can alse ncrenss ax
compliance (Al & Torgher, AT11; Kichler
el al, JI8) An overly strong emphasi on
prevertion stforts chuses distrust of taxpayers.
Instead, rﬂ]:-a-:tﬁ:l ared I'ri:l.d]:r' break ey
p-i::'ri\rr.'l:,' Imp.:.ch. tax morale (Feld & Frq,'.

ke

Trust Theary

Am:rd'inﬁ tik p:!."n:h-nl.-uﬁi.:a_ '.'h:-nr:.'. it e
defiped as the willingness of one party o be
vulneratde o e actions of the other parly
based on e expectation that the other party
will take impariant specific actions to the
creditior, 'n:ﬁa.n!l!uﬂ- of the 1'I:-:I'il.'_l.I to raesibor
thern, or cantrolling orhers (Mayer el al 1995),
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Prnurdl.nb N MH.'r'EL’ Dave, & Sehosarman
(2995, thres fackors influence trast, ey
3} .A.I:ultt'.l (3 Virtee (good mieobaons); (3}
Inbegrite, Theee Tust-forming  variables as
tlhaerated in Figure 1

Someone belioves in other people because
thiey have abilibies n eeveral mchrical felds b
b bressted ks carry ook related tasks, Coodwill
ts- the extent 0 which a maseed person =
Iebieeed 1o wart to do something good o the
tnmtor, odher than beciuse of o sw=lhsh prodit
st Inbegrity k= related to the consistency
ol past actions, credible commusnication from
aolher paries and the belief that the actions
of thase who ame trosoed are jollowing fuedr
wioeds, M..:an un'rpl.rlc.:.'l sbudias have beoan
vorliscies] Lis el Liasd b lax payver compliaace,
Several sudies by Torgler (2805, Pubong,
[J17); Benre Tongler & ‘Sehneidiy (209 ML
Bergman (2002}, ared Fpeldskad (3003) ahow
thiat tax authorites st has a pesitive effect
on toxpayer comphance, However, ashady by
AL 5 Berpman 2003} provides evidence that
thire is a megative relstionship bebwoesn rust
and taxpayer compliance,

Baspectiul Treatment and Instirutonal lmage
Uhe Lrireciorate Cetveral of Tases” instiutional
imoge ax 2 puble bedy provides services
e the public w fulfil ite o obligatione. This
dep:ndl T :n.'h'nm"inlq revenue largets and
howe the Diraciorate General o Taxes provides
services, Caleulating tax obligabons is not easy
and i canmat be dene strajghtorward. There
are some interprefations that are caused by
changes in wmsation mles, subjects, lax objecks,
arad excluded, deductible and noa-deductible
coste,  permissible  and  nonediscosed b
credits. Ofben tax reporting s identified as a
form of tax avoidance or s evasion. (& may
only be the faxpayers’ misumsderstanding in
imterpretiog: the rales. Taxpayers aesd help
from tax authoribies te caretly imlerpret the
rules tn proeide thee cormest SET in' cases like
thii=.

In lise with belief theory, three Eackoms
influence et marnely (1) ability, (3}
lwnsvolence (good badentions), (3) Integrily.
The Directorabe Ceneral of Taxes” abiity n
zolving tasation problems in the tax collection
rocess with o respectiul approach can create
a positive perception by the tagayers from
tome to time a8 o basis for developing an
Iestitutional image (Muhadjir & Charani, 2001
A pesitive  metifutional image  encours
taxpivyers boforge strong ties with irstiubices,

Sever studies eaprlain how compeny services
can sabishy and mect custormer needs affeck
corparale image [insthutiomal] (Weiwel, 07
Lo & Chuang, 009, B i supported by Alm
e al 2000}, which sates that the mzles and
treatment of kinder and friendlios can improve
the Irnaﬁn af ;ulhmi'!,' A humans, !'r:i.mdl::,'
appmach and trics o owse the laxpayer’s
nieeis and desires & solve problems forming
pusiiive taxpaver perceptore. The delsery
af pisttive services from fme to time foros a
pasizive mmage of the company or agancy (Hu
el 2009, Mased vm the above opindons, the
hypathesis is formulated as tolboyvs

H: & respectful appreach @ tay authoeitles
can irgrove the etituteooal Inagpe of the
Nivectorate Ceneral of Taues

Respectful Treatment and Tax Compliance
There are s Factors haleen afleck s peyer”
comaliance. For example, Kirchler et al. (2008)
states that the fax climate s alos a factor tha
can affect wpayers” compliaece. In a hoslils
climate, taxpavers and tox suthorties waork
.:Q.:;u.'i:m: orer amothesr. A5 o resualt, there is
greater social distancing, litthe respect. and
litde pricitine feeling loswards ta antharities
Voluntary  compliveee s dhallengng
peallze arel individualy tend to make rational
jwdgments about lax aveidance costs and
henefite. The traditiomal tax  administration
paradigm that views aspavers as potential
crimninals end emphastees eradicating. illegal
bBehavior through padits and penalbies 15 mow
mapproprate.

Oa the comtrary, the sarvice paradigm
thsl pocogiices  w eilorceonwents wbe aod
emphasizes s adrrimstration 2 a factliiator
amd service provider bo tapavens i the main
i=sue Strategios By lmprove complianoe mis
be bazed o moere than jist law enforcemen
Instead, what 1= meeded 5 o muoli-faceted
paticy approach thet emphastees enforcemens:
that ermphasized sther administrabve policies
such as qualizy of service (Alm el al,, B0,

Crowding Theory (Frey & fogom, 20T)
dees mot suggest using revward and punishaen;
mechanisrs b improte perfrrmance. The
r.nTpmwrmctu Lk n.l_1_,' om a different type od
imcemtive. H:I.I.'I'IE'."- intrinsic otivation wrder
certzin conditions, S Bruno & Lars {2EE) found
that the tax officer's authocitaman approach
erodhes tax morabe more strongly when the
taspayer lwis & Ligh level of complisme, n
contrast, a respectiul, triendly. and rosponsive
regulatory approach strengthens morals when

4
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taxpayers alneacy have a high compliance level
[Hu-ai'lhwa..l:l.-r.'ta[. HHIT. The use of threats and
coarchon can bkead to behavioce, condrary b
expected (Droithwaibe, 20082

Taxpayers need belmer customer seryice
berause texpayes are prons o dssatisfaction.
11 ie bacausa Euvl:'rq taxes does nol have direct
sation. Eichfclder & Kegels (2004) find

ant@lices alfecs
Wher the

it wil incrense
mrade Conversely, whon the pare laxpayer
Is treated a5 o subgect which must be forced
i pay taxes the txpayver ends o respond by
avoiding lases (Bruno & Lars, X025 The sl
thing was stated by Feld & Froy {32} that

affects the momal kewel, which
helps solve the prootem of fx an-compliaace,
Referring b Crowdomg Theoey, 5 Brane & Las=
[HHLY) found that the tas official's cutheritadan
approach erodes fax mirale mare strongly
whem thee taxpayer has a high compliaroe bevel.
Ch the other hand. respectful, fhendly, and
n:-tp-mui.\'t Teguiakery -'iF\-F.'\:\i.Ehi‘i :-I'.n:rq:;lhen
moerale when tacpavers already heave e high
compliance level Based on the above opinicns,
thies hypaothesis is formulated e fallows:

H2: A respeciful apormiach to bax authorities
can improve taspayer complimoe

Instibational Image and Tax Compllance
Imege i= consbiered w0 have the ability e
intluence cstome: perceprinns of the goods
and services aftenvd by theem (Zedhaml and
Bitwar, 199%), Image, therefore, cam affect
caswnm buying ehavion, bose imgantantly,
image 15 considered capable of nfluencing,
cusramers. minds  throogh the  combined
efocts af .:.d-.'nﬂib;in_p_;, F-h:,.'n::ic..:l jma_pln.'_. 'Pu'hlin:
relaticns, word of mouth, and their experience
with goods and services (Mormanm, 1991,
varms studies have proven the positive
efeet of insHiaHnnal o cirporce mage dn
levaliy {Ladhari et al, JN1; Giovanis et al,
2014 Welwed, 2007}, Lovalry k= a firmly held
commmitment o papest actvities oonsisbently in
this Frbre. mypard e of sitiatioro] influence=
thial hawe ihe potential io cause bebaviar
caange (Kasirt et al.. 20LT}

Taxpavers’ complianoe i one form of
txpayer ovaly. Complance B a taxpayver's
commitment t¢ consishently  mestmpg b
skl e Towmn Limes Do Ligees ainel s ot allecied
tv charges in droumstanoes and conditions,

buthifor faxpavers and the gevernment. In this
resprcd, the imatitutional tmage can be & usaful
tond for predicting the notcome of a service
rendered jprocess and ax the mes: reliable
signal Indicating an srgankzaticn’s abilicy o
sacialy  laxpavers’ desmes. The Directorale
Cooneral of Towes' imslitutional mage = a
portmit of the organization and the level of
tru=l for distrust) in the minds o @xpayers on
thee DT s ability to Fulfil e services expected
by taxpayers (Weiwed, 207}, The instibutional
magge i believed o funcion o increase
lewvinity (Glovanis st al, 3714, Bassd oo this, the
hypathesis is formulated as ollows

H3: Insdtutional  Image  The  Directorate
General of Tazes can improve taxpayer
rrmapslianoe

3, RESEARCH METHOMD

The resenrch is besed on esplanatory resenrch,
ramedy resesarch that aims to bedt and exolain
the relationships, differences, and cffects of
oni variable an anothor one. This shady uses a
survey methad te gather Indormation from or
aboat :.1I:'|.TP|I.' b elerseribae, r_':'.'.E:l|.1i.l.'I,. O CarLpare
their experierces, atbtuded, and behavioes.
Sopary methnds are gsed B meplorabiee,
deseriptive, and enusal research o callsct data
about pesple, Bvents, or sifsations (Sekaran &
Banagre, 3M7L

Population and Sample

opulaion consists af

moreeTmp ke

Dhirectarate Ger Taxes i East Java
1. Based on the data 1 Tax
Niractarata thiee are W33550
mdividonl registered faxpoiyens, comaisting of
SE A ndividual emploves axpayers and
27442 private daspayers, These data were
colleched wing a research questionraime s
dizeetly b respordents with a sienple random
aamipling miwtbeod, @8 sans lol every i

employes laxpayer

ﬁ the DIP | same
.:pp-nrluni.tp to b :;a.:np]-:d. Tha I.:|I'.'|1.F-|.|." B
covulefion weems e el cua e gnmbaer o)
midrvidual non-emploves Rxpayvers requimed
to submit SIT. 1E & becauwss tacpayers have
both subjectivi and objective obligalons 1o
submit ST to explore ther effects furtber,
I'he research varizble = abont tax comphiance,
The namber of samples, refercing o Slovin,
aminured w 50

s
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lable 1
Description of Hespondents
LIdEEh"liH"'.' |:'E!~CI:'|P|:|.H'I' AFTILTE |"I:"‘TL':'I'I|'-EI&
i klaln ¥ TA.M%
Female bl 20,52%
Age = 20y oo . {6t
X1-35 years “ 30.92%
M55l years b 41.42%
51-65 years i 2.71%
Abovend years 1 1I9%
Lewvol of education 'I'-'ri.rn..'nr}' Schonl [/ Juniar h'ig}: schonl 5 1%
Semor High School 13 MU
Wasder 194 63E2%
Mag=ter a2 HLE3%
(LR &) 0%
arital saie arried ;) THA2S
Singles notmarred a2 1711%
Diivrorced 13 4.3
Ircome Beceived Indivicual axpavers who seaely recelve - 193 B 4%
comme from the busiress
Individual mxpayers who seoely receive piher 1 (33%
mcermie that i not fimal {m connection with
o pir.-'lrg
Indivicoal mxpayers who sodely receive final 13 1.1 %
I e
Individual faxpayers who sowly receive n- 48 15.79%
conme that 15 nod ot ebeect,
Individual saxpayers who sealy receive in- 1 Bah
wonme Tronn alaemd
Individual svpavers who seceive ineome a5 TL805
from varke souarces:
Resgioral Tax (Hbre  Sukarabungeal 15 %
Eoenibaigail = 1%
Guberng Al %
Tegalsari 12 4%
Wismnie] i ) 13%
Gaembery 14 5%
Pabeancamtikan = a%
Sawaban k1| 1%
Rung kot 15 3%
Simokerin & 15%
karangpilang 11 4%
Wl lyomeps 42 T4'%

Do Promes] [ala




Variable Measurement

The tax authomty’s mespectiul approach & the
tax anthorily approach in treating Lapavess
by remiciding tax obligations and redwsing tes
evasion by taxpayers. The variable ks meassured
by seven indicators adopted from Braithwaite
{HHHa), Feld & Frop (312 and Torgler (2K013),
The instingtional image & the taxpayer's
ienpression of the Dinectorate Gereral of Taxes
o the relaHonship or transaction thet has been
carried out b ds measured by ten indicatos
adopled  from Lieo & Chuong (3009, [o
Hamcl & Schuolte (19975 Semuel & Wikva
[HHI7|, Gobena & Van Ddjke (2016}, Jlimenez
£ lyer [2016), and (Braithecaibe, 2001H), Tax
complignee s Ewe tavpavers’ willingress bo
vompdy wilh apploable lax eguiatione. balh
formal and material comphance. The vamable
i measured by tour qoestios tken from
CHEC D Fiscal Affairs Commrnibbes, [1909): PRAE
Mumber 74/ PREGOT ¢ 2002 2012)

[hata Analysis Technigues

The: data were analveoed vsing SEM with PLS
awmbed by WarpPLs, The validity st = a
st of how wel an retrument i developed
I Wsatine certaln COMCE S o b sl
[Sekaran & Bougie, AT17). A questionnalre
in sand fo be valid iF i can reveal something
mieakured by it I i indicated by the valua of
each indicalors correlation coefficient s the
tetal sigmificant imdicetor, and the vahse of
thies itere i s gnificant. The edal eormelation for
each item is preazer than 033 (Shoeali & Lakan,
25 Reliability toomessars the questionnaire
i=an mdicator of a variable or constrsct.

A questionmaire 5 reliable if a person’s
aresver g stadement is comsistent or stable
over time. Reliabilite h:ru.inﬁ wins dore Lqu'E
the algeli msde], and the confidence level was
95%, A cometnuct s sald te be rehiabie if the
Cronhach alpha cosfficient e (T |[Ghoeali,
215), when: the value of G0 & still
.::::L-[.lr.;.l.'l:llu- foar u:l:pkr:r.:t:!r:,- research  (Hadr,
Bisher, Sarstedt, & Ringle, H1E), The PLS-
evaluation is carried oub in b
thex
AR el
CThestructural msdel evaluacsmn
aims o prédict the relationship belveen latent
variables by seeimg how muoch variance can
be excplained ard diter mive P-value'=

sipnificance. Stimul ey, the
i‘s ey aluation

latent comstruct focming indicators” reliabdity
and validity.
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Extermd mesdels arth reflechye indicabcs
are evaluated  through  convergent  and
discrimimant  validiy  of  laten (B constrac
mdicadoms aoeali & Latan, 2005,

cormmtruct
indicatore
stoald [
Exmernal mosdels with
reflective dxlicators are evaloated  trrough
convergent and discriminant validiey of the
mdicaiors that@rm laten) constructs (Chozali

A Laton, 2003

Im comibrast.
Indicatrs or
shiviull
. Ihe rule of thumb that i commonly

wsedl b se the valoe of comstruct reliabiliy
i the Cronbach Alpha value and composite
reliability of at least (1.7, where the value from
(160t LB 15 sh] acceptaboe for explanabory
resedrch (Hair ok al., 2718,

L DATA ANALYSIS AND DISCUSSION
belndel Evaluation

The pesearch vses Stractaral Equaton hosdel
[SEM) analysis kechmigoe with the help of FLS
Warp, Evaluation of the PLS-SEM musdel was
carried out through twe stages: the evaluaton
of the measuremenl model joater medel] and
thestructural model = evaluatan (inmer model ),
The evaloation of e measarement mndel or
auter madel was done b assess the indicators
formring  latent  construcls’  relizhility  and
validity, In comparison, the stractural model
or inner modd’s evaluation aime to predic
the relationship  hetween latert  variables
by leoking at how Large the varience can be
explained and b determmine the dgnificarme of
the Pyvalue,

Evaloation of Measuremment Model [(Onsber
belndall)

A external model with eeflective indicators
was  evaluated  through  convergemt  and
discriminant  walidity  of  laten |l comstruc:
rrflicatirs (aneali & | atan, A1)

COMEIFUCL

shsuld
has comvergent valicdity if the Toading factor
value == U7 and Average Yarance Extracied
(ANVE)> 05 [Hair, Risher. Sarstedi & Ringle

i
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2088k Hiwever,  the measurement  mosiel
with a loading Sctor vahse of D607 & still
acceplable for exploratory reszarch (Chozali &
Lakan. Hil5)

The external model est resialis show that
the lsading facter’s vahue for the respectiul
treatmeat ranges from 0658 b KEFT. The
ivestitu Homal i.rrl.:l@: ranges e OUE33 (L8],
and @x compllance Tanges from DES-0,E52,
Ihe analysis results show that 2l the dtems
i queston have a kading Betor above 060D
and have the highest valae among othes ilem
lsadingg faciors, In addidun w fulfiling e
lrading factor's adequacy, the AVE value also
meeds b be considered to meet convergent
valiclity {Hair eb-al., HI18).

Apmart fruan I'|..|LﬁJ.l.|.|;.:.I hie '.-..Il.i.dil:p mpet,
an insirument s also expected  to show
thie accurcy,  cansistency  amd  accuracy
of a4 memsuring  irstrament in makieg
measararents. The guestionmaive is reliable if
ApeTson's answer b the stakement is consistend
or statle over time, A canstrict = reliable if the

Cronbach’s alpha cosficient and By composate
reliabihty are greater than 030 (Hair o al,
HE). AVE values, composite vl bility, and
Crombach'z alipha are shovn in Table 2

Evalnation of Strocuoral Model (Inner Model)
The evaluatun of structur models or mner
midels with PLS was stared by looking at the
percentage varianee, [t isexplained by looking
ol the vadue of R-Soqmases or Adjusted [, effec:
s, A predctive relevance, and g2 predictive
relevance, B-Squeres con be ased o predic
the strength of sruciml rodels (Choeali &
Lasban, 2015}, Changp=in the valoe of B-Squares
explain the effect of certain eoogenows e
variablks on  whether  endigenous  Latens:
variables have substantive effects. But besides
laking ot B-Squares; itis alse sdvisable o ook
at the value of Adjusted B2 (Chozall & Latan,
4y, The higher the value of B-Scpuares, the
buetter the predicriom mndel from: the vroineed
il

Takle 2
Rasulis ol Varlable Construction Validity

Y arialile AVE  Composiie Reliability  Cronbach’s Alpha Stabuz
Kespectiul 1LHES (=33 (413 Eeliable
Iretitutional bmage 1,730 (15 (s Eeliakle
| ax Compliance 1L6Ls (L3 0.7E Relable
Sparoe: Data Aralysis Besuis
Tabla 3
Test Pit Maodels
Wil {riterin SEatu
P={0HT Acoeprable
(0N Acceptable
P=ihi Acteplatle
Avenape bleck VIF (AVIEF) 13535 acceptable f <= 5 ide- Acoeptabie
ally ==33
Avierage full Collinesarity VIF {AFVIF} 2323 acceptable if €= 5 ide  Acceptabie
y<=13
Tenembaus Lol (L) 1531 Ly
‘ilnpﬁ:m’hh " ] Jaccaptable it 2= (17, Acceptable
ideally = 1
e . B e A —
idzally =1
DN 0 BN cccpublio-07  Acepiabl
dirve = acceptable if == 07 Accoptable

tian

Sonrrre: Fadr eof al, (3015): Chieali & Laten, (20014)

Lk




Furthenmore, the irtsn of certain
exigenous ¢ atiables to mgmﬂuh varinales
can be calculated wsing the efect size The
vinhae can be inberpreted as the lasent variable
predicrors’ size al the @ndogenons varkalbdes’
stroctural level, The reuls of the stroctural
mdal svahaation {imnmer modezl) are |:¢n-wnl:|:d
im Tablc 4.

Each  wvariable's  effeci  comiribuion
isv explained in Table 5, where respectiul
tresrtmest strongly ieflueces the oemation of
an institutional image with an cffect size valoc
of 1,756 The mespectiul treanment has a mure
sybetantial intiuence on tax compliance with an
eifect size valoe of 564 than an iretitebceal
image with an effoct size value of 1424,

Path Coefficent Analysis Resulbs

The path coefflelem shows the relatonship
betwern varables, Based on the resuls of the
|'ﬂ1'h eneffirient analy=sis rmsal= are obbyined a=
shiown in Table &,

I lypothesis Tesd

I'l\"|'.||.1r]'|'-+':- Eestis g was dome Wt ther effect
of thie varables tested with the WarpPLS tool,
The srudy w=es threw hypotheses namaly (HT)
testing the relatiorship of respecttul teatment
with matihrioral images: (HE examine the
relativrship of respecttul rmbmend with t2x
nﬂmrﬂinr‘rur_: (HY pxamines Hh r|='.:rinnd'|i|'| i
irstitutivrnl drages with tox compliance. The
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resulbs of ypotiesis beshrgg are summariced m
Table 7.

Hypothesis tasing resulis imdicate that of
the theee hypoiheses offered, all are accepted.
The following secthon discusses the resulis of
reséarch per the hypothses that have been
danelovpid

Respecthul Treatment Enhances Institubional
lmage
The: results show that nespectnl treatment can
improve the insbtutional image. The results
of this first ]1'|."1|.'I‘]'h.'t:.t= (F=1 pﬂ:wn tha power
af Trast T}IL"."I.’F’. whaere three foctors, nomely
I form trust) .l.'l:l.hrg.' {3} bemevoleree I;|_.,|.|.1|J
imtentions), and (3 mtegrity. Tax compliance
im fulflling formal and mawrial obligatione
i= naot essy for xpayers beoawse it requires
1 deep understanding of tox regulations. The
complexty of rules aad legal language in fax
regralatiens can reeata mo R ple perreptions for
taxpayers, .-'up.:.rl. from the rules” :nrnpl:m. i13.'.
the frequescy of regulatory changes |5 also
an abstacle for daxpayers to fulfl their tax
abligatiore,  Therefore, bxpavers need help
frarm bax authorities

T ability, woodwill and nnegrity o
Chrectorate General of Taxes employess m
solving taxpayvers’ tex proolems in the tax
collection procese and the respactiul attitode
af tax officals form positive peccephions from
tome behme. The positve percebon is the basts

Tahle 4
R-Sqmares, Adjusted 10 and OF Values are Predictive Helevance

M Varialble H-5quares  Adpsted B LY predictive relevance
1 Inestitutional Image 0572 .50 .54
2 Taw Complinnoe (.39 (0,341 {1,394
Eurce; Dt Analysis Resl e
Table s
Value of Effoct Siza
13 Il
1l L7=h
TC 0564 {1 424
Source: Dabs Analvels Rest s
Takle &
Innaer Model Coefficient Values
M Helationzhip Between Variahlos Path coofficient
1 Respactiu Im=ttitional lmage 0700
2 Paepectia Tax Compliance 240
El 0420

Institutional Im E-E'* Tax Complianoe
Souree: Daky Analysis Be

Im
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far building an metibutione] wrage (Mubadgr
& Damand, 20115, A posibive et itutional mage
scouTages  laxpayers o forge sirong bies
with institukions, The stody resulis suppon
the tesearch resulis of Welwel, 2007 Licu
& Cluoeng, 2008 thet exphlain how enmpazty
sorvices can sablsfy ond mest caslomer neods
affect the nm'upu:;n:r"'r. image {insitutional),
alm et al, (20000 also state thar the rules and
treatmet of kinder and  foiendlier eoald
impreve the authonty's onage, The huaman
appreach, friendiy, and brying touse apayaers'
neiids and destres (o solve problems: foemibng
positive laxpayer percepiions. The delivery
of positive services From bime by lime forma a
Fur.iti.v-.:l i.rl.'m.Hu of the COMMPATTY OF EZECY ‘Hu
e al., L

Respectiul
Compliance
The meenlt shoaws that respectfnl  tatment
could improwe tnx compliance. The resulls
of this study support the Crosvding Theoey
{Frey & Jegen, 2000}, whizh states that it & not
recarnmended bowse a reward and punishment
mwchaniem e impreye padormrance under
cerivin condltens, The cmeass must Tt'l_h' LH
varioas types of incentives, namely mtrmsic
mmotivation. Under certan conditions, extemal
interwartinns in tha fioem of monetary mombves
ared sarckions hare Eax cn::mpl:nrc\e {Carter, M,
& Health, 2001, Feld & Larsen, 2012 Gangl et
al,, M1d: Batbeion & Camba, 2004 Filippio et
al, MU} Where ks aulbhoribies increass tox
i:\nmptinn:e r]u.'nu_gh thrests amd  samctions,
it decreases  veluntary  complianoe  and
increases dishomesty because the developing,
ectvitomment = michual suspicion

Trearment Imcreases Tax

ey T

each other Lie pariners who respect sach other
ared value honesty, Bt the tax authorities treat
the taxpayer & subordinates in a hierarchical

rela.‘u-:mséu]'.-_. thie 'Fu_'g.'-:'l'r::-'k ol contract has
B wialated. The +.1:-:pa.:..-rﬁ1m stPang reasens
for mol Bolding conira nd avoiding tawes

Lags & Bharwe, 2004
have pobe
| razpavers bend ] respond by avoiding

taxae (Frev & Fold, 200%). This gudy's resulte
support the resulls of rescarch that h.:u-ﬂ'pﬂn';‘-n
that the collaboraiion of partes nvelved n the
taation syshem affects tasipayer complance
(Echfelder & Kepels, 2018 Lai Yang, &
Chamg, HA5; Batbiston & Camaa, 20506; Chumg
S Trivisdl, 2005, Almy, Cherey, Jones, 4 Moker,
MLy Gangl et al, 2013; Yossler & bckes, D07
Blumenthal, et ab. 2000; Fdd & Frey, J0F
Castro e Scartascing, 15, Mohdali, etal, 20043

The Instibational
Campliance

The result shows that the image of the
fmetinaiem eoaild  mprewe Fax comiplianee
Faithful pbedience & a form of nEpaysr lewyealty
o rhe State so that rost (positive mage) Ls
the kes b the susteinability of a relatborship,
Larvalty iz a firmby hald commitment o buy
back or rapeat an activity consistently in the
fumne, mgardies of simsedonal nflwemces
that cam cause behavior to change [Kasirk
Guan Chenyg, Sarchasivan, & Sadin, J1M7)
Corrpliance is a taxpayer’s. commitment o
consstently  mecting tax  obligations from
tome ko b and is net affected by changes m
sittatiors and coeriditions. both for taxpayers
and the governmen: [ the dax  acthority
approach is based on the nesds and desires of
taxpayers and can provide more effective and
efficent satisfaction, then this sppreach will
build taxpayer trust so that loyaltyr weill be buil:
(Emetimehin, 2011}

A poeitive  breditutional  imagge shows
the level of tresi of taxpayers 0 encourage
st e with Phe ertity. The instibstimal
oz is Hhe pricnary disver of saxpayer kyally
(Giovanmis et al., 301d). Wened (2007 staies
that the company image is an eftechve means
of predictivg the service production process

Increases  Tax

lmage

Table 7
e i b Fars
Mo Reatioaship Vardable  Path coefficient  Stendard Erreee F-Value Dhascriphiin
Erirect Relation=hip
1 Itall (.7h 1,103 P=ikin acceprhesd
2 RaTC 24 (1,049 P=ikiH accepled
3 Halv 114 1] P=iLi1T atoeprted

Couroe: Diaka Analysis Res =




resulbs arud 4 sgn of Ehe service entey's abnlhiby
tor Frabfil cuaboanes disives. The imaje can build
corsianer brust (Fea Murdiana 2006] When
xpvers have confiderce in the Directose
Ceperal of Taxes  posidve mage, this can
strengthen the indention to pay taves voluntarily
i become voluntary By complianes. On the
comirary, if the 1.1-:-:]:!.1:\.'r:rh'_’.- a m:;gnl:i.u: 1111.1;5.:
towards the Directora e Goneral of Taxes, 1 k=
assurned that the focpayer intencds ko eithbeld
their contributiors (Wahl,  Kastlunger, &
Kirchber, XM} The studv's wsalls support
thie pesearch mesulis that prove the posidve
etect of image on lovalty (Ladhan et al . 2011,
Ciiemeanig ot al. 3014; Wenwed, T07 Giovans= ot
al., X4y,

5 DOMNCLUSION, IMPLICATION, SUG-
CESTION ANCY LIMITATION
Conclusion

The shady  eesults eove the sfrength of
Crowding Th;.-nr}' and Thid Theery which
enplain that exirinsic nferveniion n newinrd
and punishment dees Aot always increase
txpayer compliance. Approach b respect.
gmdwi.'l,.:.hli:g,‘_.andjru.nlj;ﬁt:,'nflnuauﬂ&nﬁm:
in spbving e problers can improve tEx
comphamee. £ 15 supporbed by research
sl that 1) proper bdatment can improve
imatitutiznal :il'l.-'.ﬁh"', %} proper treabment can
incTease nx mmp]:iarh.'e. arel 3} irstitubional
1B CAM TR Fease tax oo mpliance.
Implication

lrcam b impdieel that i arder 0 improge the
THE image and faxpayer’s compliance, tax
wfficials shold be abde o create their respocdul
treatm=t.

Sugmestion

I & hetter for making the d@fors how o

provide o proper trestment o the taxpayers so

i i can incresse tax compliance. Therefoars,

Lo

el he Bnilt e -1ph1h1|:1i'r:f;

sreergiohie oystems amd proceduores bobween
tax payers and tas authorites

Limitation

In the stady, the institutional fmage of the
Diirectorate General 3 lmihsd only on khe tex
administration gutharity, Themfors, for the
st :-tud_',.'. thie resgarchers can also nelode
=i as the immithonal image of tax managers
Az wil
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