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Abstract: This study aimed to examine the influence of goatlip governance on tax
compliance with trust as intervening in the norafinial companies listed in Indonesian Stock
Exchange (IDX). The data used was obtained usingl-BES of 87 years observation of non
financial companies for the period 2014. Tax Fasheas evaluated using questionnaires based
on Saad (2009); Tax transparency was evaluated ugiastionnaires based on Rawlins (2008);
Trust was evaluated using questionnaires based ayeiMet al (1995) and Benk and Budak
(2012); and Tax compliance was evaluated usingtoumesires based on Jackson et al (1986).
Model analysis of the data testing was performedtbyctural equation modeling with approach
partial least squares (SEM-PLS) that supportedrogir8’LS 3.0 as statistic tool.

The results showed a significant and positive i@hahip between two dimensions of good public
governance (tax fairness, tax authority reputaind tax transparency) and trust. Then, this result
also showed that a significant and positive infkesnhof tax fairness, and trust to tax compliance.
And, this result showed that a significant and fpesiindirect influences of tax fairness and tax
transparency to tax compliance with trust as metjatariable.
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Introduction

2011 amounted to 873 trillion; in 2012 amounte®8® trillion; in 2013 amounted to 1,077 trilliom R014

amounted to 1,246 trillion and 2015 planned amalinge 1,379 trillion (Memorandum Finance and Budget
2015). This is according to a statement Jones (R@0fch states that the payment of taxes as supgothe
government's expense. This has led to the acceptanihe state of the tax sector plays a centilal irothe state
budget. However, level of tax compliance will belweed in the conditions of economic growth is degty in
which Indonesia's economic growth in 2015 of 4.7@#er than in 2014 amounted to 5.02%. This economic
growth conditions will encourage actions tax paygyportunistic in taking measures such as tax mmptiance of
tax avoidance or tax evasion. This is evidencethkylow tax revenues in 2015 amounting to Rp 1,0#ton or
81.5 percent of the 2015 Revised State Budgetttafgep 1294.25 trillion (Liputan6, 2016).

Tax compliance by some of the tax authority is medi as the ability and willingness and awarenespagers to
obey. Submissive and obedient in terms of meetiag tax obligations in accordance with tax ruksstyal earnings
are reported each year, and pay taxes on timeeimigiit amount (Tax Info 2010; IRS 2009; ATO, 200RB,
2009). According Siahaan (2012), Trust is one & thctors that influence level of tax compliancéisTwas
reinforced by Wiranu (2013) expressed their distaidaxpayers against the State, especially indib&ibution of
development due to the unfolding of the varioussas tax irregularities committed by unscrupultars authority.
Trust is the assessment of one's relationship witters who will do certain transactions accordingthe
expectations of its belief in an environment fullumcertainties (Bad and Pavlou, 2002). In otherdsptrust is
formed from the individual's perception of certpgrsonal or organization.

I n 6 years, the amount of tax revenue continuesdease over time, which in 2010 amounted to 7i#®tr; in

Public trust in government is closely related toodogovernance (Choi and Kim, 2012). The higher igubl
confidence refers to the reduction in the levebdministrative costs and increasing public compkawith laws
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and regulations (Levi, 1998; Tyler 1998; Fard am$t@my, 2007). Good governance means that poversisd on
the legislation in force. All measures taken mustttansparent and accountable to the public (NC@GR0N

particular, the tax agency can apply good publieegoeance in order to achieve transparency, a @autifijustice and
public accountability. According Corporate GoveroaiCommittee (2008), there are five principles @ddy public
governance: transparency, accountability, equéiyrfess), adherence to the rule of law and a sttongmnitment.

Literature Review

Agency theory is a theory that is rooted in theesgy of economic theory, sociology and organizatidheory. The
main principle of this theory assert their workirgationship between the parties authorizing (ppalk and the
entity receiving authority (agency). Principals #ne ones who bear the risk of the end of an agtivhile the

agent is authorized parties or be assigned to egoth of principal. Lane (2003) suggested thatabency theory
can be applied in public organizations where thedleno democratic state based on a series of priragent

relationship. According Mahmudi (2005), governmeiations and public relations are described aswatability,

which the government (agencies) should be accolmtim the activities and performance to the pulgtize

principal) which has provided funds to the governtm&his is because the main task of the governrasnte
public sector is to create a welfare society, wirelic welfare is not only a physical form of nré prosperity
alone, but including non-physical well-being immr&ke Public sector organizations are organizatidas deal with
the general interest to the public goods or sesvigad for by taxes that are regulated by laws. Mlaén focus of
public sector organizations is the maximizatiorpablic services. In this study, researchers watteghalyze the
relationship between the tax authorities as antagghtaxpayer as the principal.

The principles of good governance both include goaece are forward-looking, is open, responsivepactable
based on the professionalism and competence by ubm structure and resources efficiently and é&ffely,
decentralized, democratic and consensus orienteueage community participation, encourage pastrips with
private and public, to uphold the rule of law, antoitment to the environment. Build good public gmance can
be achieved by creating a professional governmergaucracy. Professional government bureaucraiyhave an
efficient performance in the use of resources dfetive in achieving the targets and goals oftheous policies
and programs aimed at the interests, welfare awmdpprity of society. As already mentioned in Cogper
Governance Committee (2008), that there are figsanroharacteristics or principles of good publiwgmance that
must be met by a professional civil service, namghnsparency, accountability, equity (fairnesd)edience and
commitment. From five dimensions. we analyze din@ngransparency and fairness because they haatoreship
with tax.

Relationship between Good Public Governance and Tax compliance

Each individual can use different criteria in makiethical decisions in which one of the criteriaféérness
(Robbins, 2001). Fairness is a human right thatngdamental in the organization of social, econoamd academic.
Fairness is a perception (Reuben and van Windef)20lie to a perception can influences individgal fairness
has an influence on personal behavior (Henrido82)L9

When a taxpayer receives an unfairness then thibyeaict with not paying taxes. Etzioni (1986) stathat if the
public felt the tax unfairly distributed, it wilhcrease the reluctance in paying taxes. This wafroted also by the
research Bradley (1994) which found that tax evagiareased due to increase in the percentagexpéyars who
feel injustice taxes. In addition, the fair treatrhen the taxpayer and the tax authorities honedtye the factors
that encourage voluntary tax compliance (Kirchled #loetzl, 2006). If regulators act equitably, theople will

believe the motives of the tax authorities thusehidne effect voluntarily comply (Siahaan, 2012).

Government and community relations describe thetioziship of accountability, which the governmesgencies)
should be responsibility on activity and performarto people who have provided funds to the goventme
(Mahmudi, 2005). In the agency theory, there is obstacle that is the information asymmetry betwesncipal
and agent where one party in a transaction hasniafiion about the quality of the input, output tiner aspects of
the economy that is not shared by the other partiedved (or the information is too expensive ® dccessed by
others) (Burki and Perry, 2001).

According to Transparency International (2009)ns$marency is a condition in which governments, camgs,
organizations and individuals are open in termscleir communication on various information, rule&ns,
processes and actions. According to the law Noofl2008 RI Article 9 (2) said that public informati includes
information relating to public bodies, financiapmats, as well as the activities and performanahefpublic.
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Transparency of information on taxpayers is alstriving force in improving voluntary tax complianeed attract
new taxpayers (Siahaan, 2013). Heightened transparef taxation then the taxpayer will be assureat tthe
amount of tax charged correctly and used apprayiatargeted so that impact on improving voluntaay
compliance (Siahaan, 2013).

Hla; Tax Fairness influences positively on Tax Chamge
H1b; Tax Transparency influences positively on Tamnpliance

Relationship between Good Public Governance and Trust

Fairness is a comparative assessments arisingdotural or imaginative alone or more than one (Vam Bos et al,
2006; Folger and Cropanzano, 2001). Tax fairnessiésof the factors of social behavior relatedato dompliance
(Maroney et al, 1998). Mayer et al (1995) descthree dimensions of trust that ability, benevoleand integrity.
Dimensions integrity has been linked with justideene integrity is a vital component of trust (Clldeet al, 2010).
An authority (trustee) can not receive high intlgifi it is unfair. Due to justice is a part of @grity, the perception
of fairness trustee (in this case the tax authprityl increase the level of confidence (Jimene@l2). Homans
(1958) concluded that the fair treatment will irase trust and ensure their social reciprocity betwtbe parties. In
the study Siahaan (2012), found that the tax jastias a positive and significant impact on thettrlibis is also
confirmed by DeConnick (2010) found that percemiaf procedural justice employees on the compdnylse
with regard to their level of confidence to be plddn the organization. History and experiencengdistice will
create an atmosphere of distrust (Tenbrunsel, 1999)

In case to restore confidence, the survey Golirdslaesults (2003) reported that people want thepgany to be
more open and honest in its business practicesmeoncate more clearly, effectively and directlydatemonstrate
attention to stakeholders namely employees anducoers (Golin, 2004). Public relations trade magasiates that
ethical standards and transparency in all aspefttsoporate communications will affect the restmmat of
confidence (Savage, 2005). Transparency is clossited to trust and both are positively correlat&iahaan,
2013). Transparency requires trust as to be traespahen you accept the risk harmed. You do maiwk how
people can use the information that is used (Ra&wR008). This is consistent with research Raw(2®08) which
states that when the employee perception on tinspesiency of the organization increases, the &igstincreased
at the same time. In the study Kang and Hustveiit{Pstates that the consumer perception on th@aoy's desire
to be more transparent in terms of production antpleyment as well as more social responsibility has
menpengaruhi direct and positive impact on conswoefidence and their attitude towards the company.
Today, taxpayers need more information throughttaesparency of the tax which the government wifbim
openly about the taxes they pay (Siahaan, 2013)eheral, transparency is the disclosure of infoionathat is
accessed (Holzner and Holzner, 2006; Piotrowskd720Transparency taxes shows that the extent adsacto
information about the taxes that can be accessdbebtaxpayer (Siahaan, 2013). Transparent measiitezeate
feelings of trust between the taxpayer.

H2a; Tax Fairness influences positively on Trust
H2b; Tax Transparency influences positively on Trus

Relationship between Trust and Tax compliance

Trust-as-heuristic theory explains the associatibtrust towards individual support of governmentigies. This
theory also explains that the individual will deteéne the pattern of the decision to vote in favbigovernment
activities (Hetherington, 2005). This means thaewbpeople consider the government to be beliewe, they will
support the activities of the government and viegsa. Confidence in the government also has aiyp®sit
consequence of which one was an increase taxpapidence. Torgler (2007) states that the relatigmbetween
the taxpayer and the government may be formeddgadwvernment trust which will have an impact orumbhry tax
compliance. This is supported by Jackson et al §L2®hd Levi (1998) stated that the government thed a
significant influence on tax compliance. In othesrds, trust is the key to success for the tax agémachieve tax
compliance. Trust will encourage positive attitudesvards the tax authorities that affect the vchoynttax
compliance (Siahaan, 2012).
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H3; Trust influences positively on Tax Compliance
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Figure 1
Conceptual Framework
M ethod

The population are companies in the non-financedta (the exception of companies in the finansiattor,
insurance and banking), which has been listed erirtionesia Stock Exchange (BEI). The unit of agialysed in
this study were respondents representing orgaairgtinamely the issuer company. Respondents indinaecial
managers, tax managers, and corporate secretanpl&awere all companies that go public are sedebtsed on
purposive sampling method. Samples were selectseldban suitability to the characteristics of thegke criteria
specified such as companies listed in IndonesiakSExchange in 2014 and the company does not categas
public company. Total sample is about 87 listed panies with 87 observation years in 2014. Tax leassnwas
evaluated using questionnaires based on Saad (Zl&9jransparency was evaluated using questioembaissed on
Rawlins (2008); Trust was evaluated using questioBs based on Mayer et al (1995) and Benk and IB(RG12);
and Tax compliance was evaluated using questioemdased on Jackson et al (1986). Model analydiseoflata
testing was performed by structural equation modelwvith approach partial least squares (SEM-PLS) th
supported by SmartPLS 3.0 as statistic tool.

Results

This study used 87 observation years of non firdrmmpanies listed in Indonesian Stock ExchanB)l In
descriptive statistics, it shows that tax compleand trust are the highest mean between all vasdbee table 1).

Tablel
Descriptive Statistics
N Minimum Maximum Mean Std. Deviation
Tax fairness 87 1.83 417 3.4057 .39037|
Tax transparency 87 1.90 4.80 3.3529 .50066
Trust 87 2.00 4.42 3.4569 49204
Tax compliance 87 2.00 5.00 4.0506 .52846)
Valid N (listwise) 87
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By using SEM-PLS, this study will use validity araliability tests to check whether the questionesithat used is

valid and reliable. Based on rule of thumb, vaabdtates valid if average variance (AVE) is mbent0.5 (Chin,

1995).Gee table

Based on the rule of thumb, variables states delidbcomposite reliability is more than 0.7 (Saliury, Chin,
Gopal,and Newsteed, 2002) arfdronbach’s Alphas more than 0.6 (Chin,1998; Chin, 2010b; Hsial, 2011 and

Table2
Validity Tests
Variables AVE Test
Results
Tax Fairness 0.506 Valid
Tax 0.573 Valid
Transparency
Trust 0.580 Valid
Tax Compliance 0.814 Valid

Hair et al, 2012). Gee table B

Table3

Reliability Tests
Variables Composite | Cronbach’s | Test

Reliability | Alpha Results
Tax Fairness 0.877 0.835 Reliab
Tax Transparency 0.935 0.921 Reliak
Trust 0.938 0.926 Reliable
Tax Compliance 0.956 0.943 Reliab

le
le

For structural modeling test, the results show thet has 0.647 as R-square value and tax conmgliaas 0.550 as

R-square value. Based on the rule of thumb, tlieach model categorized as moderate model angtadcié R-

square is between 0.50 and 0.75 (Hial, 2011).

One-tailed hypothesis test is done by looking atualue of t at 95% confidence level (significateeel of 0.5%)
and the path coefficient (Beta) on each of the typsized relationship between the variables. Basetthe rule of
thumb, hypothesis are tested significantly if tenealis more than 1.64 (Hair et al, 2008) and p-vahae than

0.025.
Below is a table of test results of the calculat@mrtput relationship between variables that arel usetest the
hypothesis:
Table4
Hypothesis Tests
Hypothesis t-value p-value Test Results
Hla :tax fairnes®tax compliance 2914 0.002 Significant
H1b: tax transparencytax compliance 1.196 0.116 | No significant
H2a :tax fairnesotrust 2511 0.006 Significant
H2b :tax transpareneytrust 2.923 0.002 Significant
H3 : trust>tax compliance 2.841 0.002 Significant

*one tailed,a = 5%
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The results showed a significant and positive i@taship between two dimensions of good public goaace (tax
fairness and tax transparency) and trust. Thes résult also showed that a significant and pasitifluences of tax
fairness, and trust to tax compliance. Besides thé result also showed that a significant anditpe indirect

influences of tax fairness and tax transparendgptaompliance with trust as mediating variable.

Conclusions

This study aimed to examine the effect of good jpulpbvernance (tax fairness and transparency §faaxrust and
tax compliance. The results show that good puldieegnance gives a positive influences to trustamegnment. It
means that taxpayers can give more trust if goventnstarts to make tax rule more fair and give mase
information so it can be accessed and known byatgeys. This trust can motivate taxpayers to coniplyax

paying. It supported by this empirical results thtates trust influences positively on tax commlarBut from all
good public governance, just tax fairness that dieect influences to tax compliance. It means thsle is take
more concern from the taxpayers. For future studiag add a dimension of good public governancen®eal tax
and tax complexity.

Bibliography

[1] Afzal H., Khan, M.A., Rehman, K., Ali, I. & Wajaha$. (2010). Consumer’s Trust in the Brand: CaBeitBuilt
Through Brand Reputation, Brand Competence anddBPardictability. International Business Resea8¢h),
43-51.

[2] Bennett, R. & Gabriel, H. (2001). Reputation, trumtd supplier commitment: the case of shipping
company/seaport relations. Journal of Businessdustrial Marketing, 16 (6), 424 - 438

[3] Bradley, C.F. (1994). An Empirical Investigation B&ctors Affecting Corporate Tax Compliance Behavio
Dissertation, The University of Alabama, USA, ppl21

[4] Burki, S.J. & Perry, G. (2001). Beyond The Washimg€onsensus: Institutions Matter, The Worlds Bank
Group.

[5] Castaldo, S., Premazzi, K., & Zerbini, F. (2010heTmeaning(s) of trust. A content analysis on tiverde
conceptualizations of trust in scholarly researchbosiness relationships. Journal of Business &tt46(4),
657—668.

[6] Chin, W.W. (1995), Partial Least Square is to LERRas principal components analysis is to commatofa
analysis. Technology Studies, 2:315-319.

[71 Chin,, W.W., Gopal, A., & Salinsbury, W.D. (1997Advancing the theory of adaptive structuration: The
development of a scale to measure information fiditkess of appropriation. Information System Reskar
8:342-367.

[8] Choi, S.0. & Kim, S. (2012). An Exploratory Modef éntecedents and Consequences of Public Trust in
Government”. Presented at the IIAS (Internatiomatitute of Administrative Sciences) Study Groupriébiop
on “Trust in Public Administration and Citizen Attdes,” Seoul National University, Seoul, KoreacBrmber
11-12, 2012.

[9] DeConinck, J. (2010). The effect of organizatiopatice, perceived organizational support, and gieec
supervisor support on marketing employees’ levetugt. Journal of Business Research 63: 1349-1355.

[10] Etzioni, A. (1986). Tax evasion and perceptiondanf fairness: A Research Note, The Journal of Agapli
Behavioral Science, 22: 177-185.

[11] Fard, H.D., & Rostamy, A.A. (2007) Promoting Publicust in Public Organizations: Explaining the Rofle
Public Accountability. Public Organization Reviewy, 331-344

[12] Folger, R. & Cropanzano, R. (2001). Fairness thejoistice as accountability. In Greenberg, J. & [iznezano,
R. (Eds), Advances in Organizational Justice. St@hfStanford University Press

[13] Golin, A. (2004). Trust or Consequences: Build Trisday or Lose Your Market Tomorrow. New York :
AMACOM, 2004.

[14] Hair, J.F.J., Lack, W.C., Babin, B.J., Andersork.R& Tatham, R.L. (2008), Multivariate Data Anadky$6 ed).
New York: Pearson Prentice Hall.

[15] Hair, J.F., Ringle, C.M., & Sarstedt, M. (2011),32*5EM:Indeed A Silver Bullet. Journal of Marketifbeory
and Practice (19:2), pp.139-150.

[16] Hair, J.F., Sarstedt, M., Ringle, C.M., & Mena, J(2012), An Assessment of The Use of Partial L&agtares
Structural Equation Modelling in Marketing Researdburnal of the Academy of Marketing Science 13,0(
414-433.

[17] Henridon, M. (1992). The Fairness Factor, Execufixeellence, August: 7-8



Sitardja and Dwimulyani / OIDA International Jmal of Sustainable Development 09:09 (2016) 41

[18] Hetherington, M. (2005). Why Trust Matters: DedhigiPolitical Trust and the Demise of American Lédem.
Princeton, NJ: Princeton University Press.

[19] Holzner, B. & Holzner, L. (2006). Transparency itofkal Change — The Vanguard of the Open Society.
Pittsburgh, PA: University of Pittsburgh Press, 200

[20] Homans, G. (1958). Social behavior as exchange.riéareJournal of Sociology 63(6): 597-606

[21] Jackson, B., Milliron, V. & Troy, D. (1986). Tax @gpliance Research, Findings, Problems and Prospects
Journal of Accounting Literature, 125-166.

[22] Jimenez, P.D. (2013). Tax Compliance in a Socittirge: The Influence of Norms, Perceptions of Rags, and
Trust in Government on Taxpayer Compliance. Disgien : University of North Texas

[23] Kang, J. & Hustvedt, G. (2014). Building Trust Been Consumers and Corporations : The Role of Coasum
Perceptions of Transparency and Social Resporgiklburnal Business Ethics, 125, 253-265.

[24] Kirchler, E., and Hoelzl, E. (2006). Modelling Tayers Behaviour as a Function of Internaction Betw&ax
Authorities and Taxpayers. In H. Elffers, P. Verboand W. Huisman (Ed). Managing and maintaining
compliance. Boom Legal Publishers, The Hague.

[25] Lane, J. (2003). The Public Sector — Concepts, Maaled Approaches. London : SAGE Publications.

[26] Levi, M. (1998). A state of trust. In Trust & Gowemnce, edited by. V. Braithwaite & M. Levi. New %QINY:
Russell Sage Foundation.

[27] Mahmudi (2007).Manajemen Kinerja Sektor Publik. WPKY ogyakarta.

[28] Maroney, J. J., Rupert, T. J., & Anderson, B. H998). Taxpayer reaction to perceived inequity: An
investigation of indirect effects and the equityxrol model. The Journal of the American Taxatisgs@éciation,
20(1), 60

[29] Mayer, R.C., Davis, J. H., & Schoorman, F. D., @PAn Integratif Model of Organizational Trust, &demy
of Management Review, 30 (3): 709-734.

[30] Piotrowski, S.J. (2007). Governmental Transparencthe path of administrative reform. Albany, NYtag
University of New York Press.

[31] Rawlins, B.L. (2008). Measuring The Relationshigviaen Organizational Transparancy and EmployeetTrus
Public Relations Journal.

[32] Reuben, E. & van Winden, F. (2010). Fairness péimep and prosocial emotions in the power to tdlkewrnal
of Economic Psychology, 31(6), 908.

[33] Savage, M. (2005). New Standards in Communicatingimancial Audiences : Why You Need to Understand
XBRL. The Public Relation Strategies, 10-12.

[34] Siahaan, F.O.P. (2012). The Influence of Tax Fasrend Communication on Voluntary Compliance : Tass
an Intervening Variabldnternational Journal of Business and Social Scef¢21), 191 - 198.

[35] Siahaan, F.O.P. (2013).The Effect of Tax Transparemd Trust on Taxpayers’ Voluntary CompliatZ8TF
International Journal on Business Review (GBEK}), 4- 8

[36] Tenbrunsel, A. E. (1999). Trust as an obstacle rimirenmental-economic disputes. American Behavioral
Scientist, 42(8), 1350-1367.

[37] Torgler, B. 2007. Tax Compliance and Tax Moraleth&oretical and Empirical Analysis. Northampton, MA
Edward Elgar Publishing, Inc.

[38] Tyler, T. (1998). Trust and Democratic GovernanneBraithwaite, V., Levi, M. (Eds). Trust and Gowmance.
New York : Russell Sage Foundation, 1998.

[39] Van den Bos, K., Peters, S. L., Bobocel, D. R., 8e¥ha, J. F. (2006). On preferences and doing ¢ thing:
Satisfaction with advantageous inequity when cagmiprocessing is limited. Journal of Experimerfalcial
Psychology, 42(3), 273-289.



42

Sitardja and Dwimulyani / OIDA Internationalurnal of Sustainable Development 09:09 (2016)



