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ABSTRACT

Objective — The main objective of this study is to explore the meaning of voluntary tax compliance by a person after they
are granted tax amnesty.

Methodology/Technique — This research is qualitative research and uses a transcendental phenomenology method.
Findings — The results show that tax compliance does not automatically increase after a grant of tax amnesty. The reason
for this is the fact that taxpayers wish to avoid being tax audited. Tax amnesty is therefore not yet useful in build trust in
the tax authority. Tax authorities need to convince the public that tax amnesty creates justice for all taxpayers. The power
of the tax authority is useful to strengthen law enforcement measures. Furthermore, fundamental moral and ethical
considerations based on internalization, spirituality and religion tend to improve taxpayers’ honesty.

Novelty — The trust and power of a tax authority that is in line with taxpayers’ honesty is fundamental voluntary to tax
compliance. The results of this research demonstrate the need for new tax policies to increase voluntary tax compliance.
Type of Paper: Empirical.
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1. Introduction

Low levels of tax compliance are a serious issue in developing countries. For example, Indonesia faces
seriously low levels of tax compliance, which is reflected in their tax ratio of 12%, which is the lowest when
compared with Asian countries (Amir, 2014; Amir, Asafu-adjaye, & Ducpham, 2013; Hidayat, 2014). With
regard to formal tax compliance, the rate of tax compliance sits around 50% of those holding a Tax
Identification Number (Fenochietto & Pessino, 2013; Inside Tax Magazine - 26, 2014). Stagnant tax revenue
is often used as a reason for tax authorities to engage in granting tax amnesty (Stella, 1991). The granting of
tax amnesty arose as a result of instances where tax evaders were either investing or parking their assets
overseas, in order to avoid paying tax. Now, the reporting of annual tax returns in Indonesia involves a self-
assessment system, which involves tax amnesty reporting options.

The implementation of a self-assessment system does not guarantee that taxpayers will report honestly
(Riahi-Belkaoui, 2004; Saad, 2012, 2014). Indeed, a self-assessment system can lead to further tax evasion
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practices (Mohd Rizal Palil & Fariq, 2011). This is because the tax amnesty regimes also use a self-assessment
system with underlying homo-economic assumptions with the potential to encourage morally hazardous
practices. The benefit of receiving tax amnesty is avoiding prosecution for tax penalties and receiving a no tax
audit privilege (Tax Amnesty Law No 11 2016). Taxpayers have indicated that they are likely to pursue these
benefits of tax amnesty. Assets that are disclosed in accordance with Per-11/PJ/2016 regarding fair value states
are given a valuation based on the taxpayer’s valuation. Based on reasonable assumptions of a taxpayer’s
behavior, it is likely that they choose the lowest fair value allowed in the regulation.

Many studies focus on tax compliance with a variety of approaches. Allingham and Sandmo (1972) used
an economic crime theory to investigate tax compliance behaviour, concluding that taxpayers are more likely
to engage in evasion practices, if they stand to gain a greater benefit which outweighs any potential fines or
penalties they may receive. Risk calculation is one factor that is considered by taxpayers; if the possibility of
detection is lower than tax evasion practices may be considered an acceptable risk (Alm, McClelland, &
Schulze, 1992). Taxpayers as human beings have a perception that every tax payment should gain a direct
benefit. That perception is based on the assumption of humans as a homo-economicus (Jensen & Meckling,
1994), that possess three key characteristics: optimisation, rationality, and individualism (Doucouliagos,
1994). Thus, tax authorities attempt to use a different perspective in an effort to increase tax compliance.

The effort of tax authorities to decrease tax avoidance and tax evasion demonstrates a move from economic
crime theory to psychology approach. The Theory of Planned Behavior, developed by Ajzen (1991), is
believed to be one of the theories that successfully explains why taxpayers engage in tax evasion. Thus, the
psychological approach is necessary to increase voluntary tax compliance (Dijke & Verbon, 2010; Kirchler,
Hoelzl, and Wahl, 2008; Wenzel, 2005). Detterence variables, such as fines or other penalties resulting in an
economic penalty (Allingham & Sandmo, 1972), are only able to increase enforced tax compliance with the
assumption that humans are homo-economic. Kirchler et al. (2008) developed the Slippery Slope Framework
to explain how tax compliance behaviour can be solved using the bottle neck of tax compliance.

Further, researchers have found that tax compliance depends on the trust of government (Jimenez & lyer,
2016; Kastlunger, Lozza, Kirchler, & Schabmann, 2013; Kirchler et al., 2008; Kogler, Muehlbacher, &
Kirchler, 2013; Mas, Aziah, Manaf, & Saad, 2014). The legitimacy and trusting nature of tax authorities has
some positive effect on voluntary tax compliance (Gangl, Hofmann, & Kirchler, 2015). Tax morale is another
important factor that influences tax compliance (Alm & Torgler, 2006; Lago-Pefias & Lago-Peiias, 2010;
Lubian & Zarri, 2011; Torgler, 2012). The present research focuses on tax compliance after being granted tax
amnesty and hence some discussion of research regarding tax compliance is necessary.

The USA Tax Amnesty Act of 1985 has consistently produced financial windfalls and has improved levels
of tax compliance only in Massachusetts and California. Most states are more interested in short-term benefits
which results in poor planning and a limited scope for reform (Parle and Hirlinger, 1986). The long term
impacts of after tax amnesty include that the average level of tax compliance falls and that taxpayers do not
believe that the granting of tax amnesty is one time opportunity to repay taxes (Alm & Beck, 1993; Alm,
Mckee, & Beck, 1990). Hasseldine and Bebbington (1991) suggest that tax amnesty is not the appropriate way
to identify and to increase tax compliance of tax evaders. In Indonesia, following the second round of tax
amnesty grants, taxpayers will complete their annual tax returns for the fiscal year 2016-17. Indonesia therefore
has some perspective on tax compliance figures after granting tax amnesty.

The present research objectives are; first, to explore the meaning of voluntary tax compliance; second, to
consider whether tax amnesty increases voluntary tax compliance.

2. Literature Review
2.1 Tax Amnesty

Tax amnesty in Indonesia is not a new program. In 1964 and 1984 tax amnesty had been implemented, but
was not successful. In 1964, 1984, and 2016 a hard tax amnesty regime was introduced, although soft tax
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amnesty was also implemented alongside the hard regime in 1984 and 2016. Learning from previous failures,
tax authorities in Indonesia was given more powerful legal avenues relating to tax amnesty. These legal
avenues have increased between 1984 and 2016 and are getting stronger and more powerful (Darmayasa,
Sudarma, Achsin, & Mulawarman, 2016). However, Sayidah (2015) states that the current design of tax
amnesty is more focused on creating additional tax revenue by ignoring legal or illegal source of random tax
payments.

Setiadi (2016) states that the tax amnesty encourages compliance by bringing tax evaders into the national
tax system. Tax amnesty is a fair policy for all taxpayers, which exposes them to the benefit of national
development funding. However, tax authorities realize that tax compliance is still relatively low and tax
avoidance and tax evasion practices are still an ongoing problem. Thus, it is posited that tax amnesty grants
are a way of increasing tax compliance (Safrina, Soehartono, & Noer, 2016).

2.2 Internalization of Spirituality and Religion

Tax compliance is the main objective of tax authorities that implement tax amnesty regimes (Alm,
Martinez-Vazquez, & Wallace, 2009). Tax avoidance and tax evasion practices are dominated by those people
who pursue material and self interests. It is suggested that taxpayers critically assume that every tax payment
should generate a reciprocal benefit. That perspective is generally normal for human beings. The likelihood of
taxpayers to pay their taxes depends on the views of their social environment. If the social environment views
tax avoidance and tax evasion as an acceptable practice, the members of that society will likely hold the same
views.

Indonesian citizen are not just social people but are also religious people. The conscientiousness_of
taxpayers depends on the internalization of taxpayers’ spirituality and religion. Alm and Torgler (2006);
Darmayasa and Aneswari (2015); Fidiana, Triyuwono, Djamhuri, and Achsin (2013) found that internalization
of spirituality and religion is able to minimize tax evasion and tax avoidance practices. Thus, the design of tax
amnesty and related tax regulations should be based on the perspective of humans as economical, social, and
religious beings.

3. Methodology

This research uses an interpretive paradigm and transcendental phenomenology as the method. Burrell and
Morgan (1979) state that the characteristics of an interpretive paradigm are to understand and to explain the
social world from personal perspectives. Transcendental phenomenology is based on the work of Edmund
Husserl (1931). Furthermore, in 1994, Moustakas was translated into a qualitative research method (Moerer-
Urdahl & Creswell, 2004). Transcendental phenomenology emphasizes the participants’ experience (Conklin,
2007).

Transcendental phenomenology is a suitable method for analysing informants’ experiences after they joined
various tax amnesty programs. Transcendental phenomenology analysis consists of: Noema, Noesis, Epoche
(Bracketing), International Analysis, and Eidetic Reduction (Kamayanti, 2016). Noema is textural to the
informants’ experience analysis, using brackets to capture each informants’ noesis. Noises are the informants’
experiencing consciousness in relation to tax compliance after they have joined a tax amnesty program.

The data collection in the research uses an evolving process to capture consciousness experiences, as
opposed to using a structured and in-depth interview. The informants of this research are persons who have
direct experience with the implementation of tax amnesty programs. The classification of the informants is tax
consultants and accounting lecturers. Those informants have adequate experience and knowledge relating to
tax amnesty programs. Kamayanti (2016:151) suggests that the amount of informant used should be as round
three or four in order to optimize the capturing of the informants’ experience.

Table 1. List of Research Informants
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No Informants Classification
1 Mr. NS Registered tax consultant and being servant of spiritual and religious activities
2 Mr. MB Personal taxpayer and as an accounting lecturer

Note: Real names are omitted.
4. Results and Discussion
4.1 Taxpayers Incentive to Pursue Tax Amnesty Benefit

The main benefit of tax amnesty is having the privilege of avoiding audits for previous tax liabilities in the
year of 2015. This benefit becomes an incentive for taxpayers to utilize the tax amnesty program. The
informant, Mr. NS, is a registered tax consultant and states that:

“In fact, tax amnesty is a right rather than a liability, thus taxpayers who following tax amnesty program
automatically earn their privilege”.

This statement is in line with a statement of the second informant, Mr. MB. Mr. MB used the tax amnesty
program at the end of the second period, in December 2016, and states:

“Honestly, my point to join tax amnesty is to pursue the no tax audit privilege. I don’t know exactly
whether my previous annual tax return is correct or not”.

From these statements, the research concluded that the main incentive to join the tax amnesty program is
to pursue the no tax audit privilege. This privilege creates a sense of relief for taxpayers. The second informant,
Mr. MB, realized that his previous annual tax return was not lodged in accordance with the tax regulations and
he had also missed the regulation cut off for making adjustments. This conclusion is in line with the tax amnesty
results from India between 1965 and 1993 (Mookherjee & Das, 1995).

4.2 Trust in Tax Authorities

The trust of taxpayers in tax authorities is one of the requirements for increasing voluntary tax compliance
(Kirchler et al., 2008). Until the end of February 2017, the tax authority was able to collect 112 trillion rupiah
from random tax payment (Kompas, 1** March 2017). This practice does not encourage taxpayers to trust tax
authorities. The second informant, Mr. MB, comments on his trust in tax authorities:

“I do not trust the tax authority yet. I joined the tax amnesty program because I am afraid I will receive a large
fine if my annual tax return is not in accordance with tax regulations”.

Tax authorities believe that taxpayers are joining tax amnesty programs because their trust in them has
increased however, this belief is still questionable, particularly when contrasted to the view of the second
informant, Mr. MB. The trust of taxpayers will be raised if they believe in the tax authority. If taxpayers are
afraid that they will receive a large fine as a result of non-compliance with tax regulations this will only
increased enforced, as opposed to voluntary, tax compliance (Allingham & Sandmo, 1972).

4.3 The Power of the Tax Authority

The socialization of tax amnesty is one requirement of the implementation of a new policy. The good will
of the tax authority should be utilized when empowering law enforcement. The following statements of the
first and second informant, Mr. NS and Mr. MB respectively, relate to the power of tax authorities:

“If there is existing data, it is necessary to follow up. (Mr. NS)”.
“Tax amnesty socialization should be followed by law enforcement, but there are some tax authorities that
have been caught receiving a bribe from a taxpayer. (Mr. MB)”.

The effort of tax authorities to engage in law enforcement has a bottle neck effect. Tax authorities must
engage in law enforcement of tax evaders in order to achieve social justice for all taxpayers. Instead, tax
authorities seem to be prioritizing fiscal outcomes of tax amnesty programs (Kesuma, 2016).
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4.4 Moral Ethics of Taxpayers

Those taxpayers utilizing a tax amnesty program are not guaranteed to report their next annual tax return
honestly:
“The self-assessment system is giving full authority to taxpayers to calculate and report their tax liabilities by
themselves. Tax amnesty law states that the fair value of assets must be disclosed, based on the taxpayer’s
valuation. It is normal for taxpayers to choose the lowest value of their assets rather than the real value. (Mr.
NS)”.
“After joining the tax amnesty program, I report my income only from my employer. Once I have the money,
I will minimize the amount I report in order to avoid paying taxes. (Mr. MB)”.

The homo-economic perspective is still embedded in Mr. NS and Mr. MB. It is expected they choose more
economical alternatives as suggested in the research of Vaida and Ormenisan (2013). How to design tax
amnesty programs in order to encourage voluntary tax compliance remains a challenge for tax authorities.

4.5 How to Increase Voluntary Tax Compliance

Tax compliance is a complex behavioral issue involving behaviors related to social norms, ethics, attitudes,
values, culture, morals, and religion. Personal cultural beliefs based on religion and cultural norms are known
to affect tax compliance (Steenbergen, McGraw, and Scholz, 1992). The system of tax amnesty is self-
assessment system. It therefore places greater emphasis on the conscientious use of the program rather than
compliance only. Tax authorities assume that taxpayers as citizen are honest and comply with their
requirements to pay their tax liabilities (Diamastuti, 2016). To explore the meaning of voluntary tax
compliance, the research engaged in a transcendental phenomenology analysis as shown in Table 2.

Table 2. Transcendental Phenomenology Analysis

Noema Epoche Noesis Intentional Analysis Eidetic Reduction
Mr. NS is Declared all Mr. NS will Mr. NS feels Mr. NS realizes that his previous
{declared all asset is reflect | start a new tax temporarily annual tax return has not been
asset} in tax of his liability and relieved, after tax declared yet. Tax amnesty is a
amnesty program {honesty} {feel relieved} amnesty, he will momentum to full declare of his
report his tax asset.
h%bﬂmes in line Mr. NS’s consciousness formed
with the bank o
based on spirituality and
statement. . .
religiosity to compliance after
joining tax amnesty.
Mr. MB is Feel relieved Mr. MB joined | Mr. MB feels Mr. MB realizes that homo
following tax is not tax amnesty temporarily economic view still dominating
amnesty is to guaranteed cause he is relieved, after tax his main. Tax amnesty is a right
pursue no tax audit | will be afraid {will be amnesty, not to cut off previous tax liabilities.
privilege. {hone.stly). imposed high guarantee will . Tax amnesty is just able to
S reporting his fines}, not report honestly his . .
After joining tax L P impose tax compliance.
tax liability because tax liabilities.
amnesty, Mr. MB after joinin hones
(feel relieved}. Joining R
tax amnesty.

From the eidetic reduction’s informants, Mr. MB holds the view that tax amnesty programs do not increase
voluntary tax compliance. Mr. MB reports to have joined the tax amnesty program to pursue the main benefit
of tax amnesty, not emphasize on his consciousness. Mr. NS holds the view that tax amnesty is able to increase
voluntary tax compliance and suggests that he will honestly report his tax liabilities.
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6. Conclusion

The informants’ agreeableness to tax compliance depends on the moral ethics of taxpayers, which is
reflected in honesty when reporting their tax liabilities. Internalization of spirituality and religion is seen as a
fundamental moral ethical consideration. The combination of tax amnesty implementation by law enforcement
agencies with fundamental moral, ethical approaches can increase voluntary tax compliance.

The main benefit of tax amnesty is to avoid prosecution relating to tax evasion and to secure the guarantee
no tax auditing. As human beings, taxpayers tend to choose more economical alternatives. The self-assessment
system currently used by the tax amnesty reporting system tends to lead to further moral hazardous practices.
Tax amnesty does not yet have a positive effect on the trust by taxpayers in tax authorities. Tax authorities
need to use their power to convince taxpayers that tax amnesty programs create justice for all and strengthens
law enforcement. While tax amnesty programs do create an increase in enforcing tax compliance, it is not yet
effective in increasing voluntary tax compliance.
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