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ABSTRACT
Keywords: Tax compliance among self-employed professionals is a critical issue for
. policymakers. This study employs a mixed-methods research design,
tax compliance, self-employed combining both quantitative and qualitative approaches to investigate the
professionals, behavioral behavioral factors influencing tax compliance behavior. The study identifies
economics the key drivers of non-compliance, including psychological biases,

perceptions of fairness, and trust in tax authorities. Factor analysis confirms

that perceived fairness and tax morale are the primary drivers of tax
compliance. Social norm campaigns and behavioral nudges are cost-effective
strategies to influence compliance behavior, reducing the need for costly
enforcement measures. These findings contribute to the existing literature on
tax compliance by integrating behavioral economics with traditional
compliance models. This research demonstrates that enhancing trust and
ensuring transparency in tax administration can significantly improve
voluntary compliance, particularly in a demographic that often operates
outside conventional tax structures.

This is an open access article under the CC BY-SA license.

©00

Corresponding Author:

Anisa Ayu Dwi Lestari
Universitas Padjajaran
Email: anisadwilestari29@gmail.com

1. INTRODUCTION

Tax compliance is a critical concern for governments worldwide, as it directly
impacts public revenue and the ability to fund essential services and infrastructure.
Tax evasion, especially among self-employed professionals, remains a persistent
challenge due to the nature of their income sources, which are often less transparent
compared to salaried employees. The Organisation for Economic Co-operation and
Development (OECD) estimates that tax evasion costs countries around $100 to $240
billion annually in lost revenue (OECD, 2022). Addressing this issue requires a deeper
understanding of the behavioral factors influencing compliance among self-employed
individuals (Saad, 2020).

In 2021, the United States Internal Revenue Service (IRS) reported that self-
employed individuals and small business owners were responsible for a significant
portion of the tax gap, estimated at $441 billion annually due to underreporting and
non-filing (IRS, 2022). Similar trends are observed globally, with studies showing that
self-employed professionals are more likely to engage in tax evasion than wage earners
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due to the flexibility in reporting income (World Bank, 2022). These statistics
underscore the importance of examining the behavioral aspects that drive compliance
behavior among self-employed professionals.

The unique challenges associated with self-employment, such as income
variability, lack of third-party reporting, and limited enforcement, create an
environment where tax compliance can be more easily circumvented (Braithwaite,
2018). Traditional deterrence models that focus on penalties and audits have proven
insufficient in curbing non-compliance among this group, suggesting the need for
alternative approaches. Behavioral economics, which considers psychological, social,
and cognitive factors, offers a promising framework for understanding the
complexities of tax compliance behavior among self-employed individuals.

Research on tax compliance has evolved significantly, with studies integrating
insights from behavioral economics to better understand why individuals comply or
fail to comply with tax laws. Alm and Torgler (2019), in their study published in the
Journal of Economic Behavior & Organization, found that intrinsic motivations, such as
perceptions of fairness and civic duty, play a crucial role in tax compliance. Similarly,
Kirchler et al. (2018) in Public Finance Review highlighted that social norms and trust
in government significantly impact tax behavior among self-employed individuals.
These findings suggest that beyond economic incentives, psychological and social
factors are essential in shaping tax compliance behavior.

While previous studies have highlighted the importance of behavioral factors in
tax compliance, there is limited empirical research specifically targeting self-employed
professionals. Most research focuses on general taxpayers, without differentiating
between the behavioral nuances of self-employed individuals and salaried employees.
Additionally, there is a lack of studies that examine how tailored behavioral
interventions, such as nudges and reminders, could effectively influence tax
compliance among self-employed professionals. This study aims to address this gap by
providing a focused analysis of self-employed professionals using a behavioral
economics perspective.

The urgency of this research is driven by the growing number of self-employed
individuals globally, a trend accelerated by the rise of the gig economy and freelance
work. As self-employment becomes more prevalent, understanding the factors that
influence compliance behavior within this group is crucial for governments to adapt
tax policies accordingly. The COVID-19 pandemic further highlighted the vulnerability
of tax systems to evasion, as more individuals shifted to self-employment due to
economic disruptions (OECD, 2022).

This study introduces a novel approach by integrating behavioral economics
principles with tax compliance theories to explore the unique challenges faced by self-
employed professionals. Unlike traditional studies that focus on the deterrence model,
this research will utilize behavioral insights, such as loss aversion, social influence, and
mental accounting, to understand how these factors impact compliance behavior. This
interdisciplinary approach will provide a more comprehensive understanding of the
motivations and barriers to compliance among self-employed individuals.

The primary purpose of this research is to examine the behavioral factors
influencing tax compliance among self-employed professionals. The study aims to
identify the key drivers of non-compliance, including psychological biases, perceptions
of fairness, and trust in authorities. By doing so, it seeks to develop evidence-based
behavioral interventions that can enhance compliance rates without relying solely on
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punitive measures. The study will also assess the effectiveness of nudges, reminders,
and educational campaigns tailored to the self-employed demographic.

This research will contribute to the existing body of literature on tax compliance
by offering a deeper understanding of the behavioral aspects specific to self-employed
professionals. The findings will help policymakers design more effective tax strategies
that leverage behavioral insights rather than focusing exclusively on enforcement.
Additionally, the study will expand the application of behavioral economics to tax
policy, providing a framework for future studies to explore similar interventions in
different contexts.

2. METHOD

This study employs a mixed-methods research design, combining both
quantitative and qualitative approaches to investigate the tax compliance behavior of
self-employed professionals. The quantitative component will include a survey to
collect data on compliance rates, psychological biases, and perceptions of fairness
among self-employed individuals. The qualitative component will involve in-depth
interviews to gain insights into the motivations and barriers influencing compliance
decisions. The population for this study consists of self-employed professionals across
various sectors, including freelancers, consultants, and small business owners, to
capture a broad spectrum of self-employment contexts.

A sample of 500 self-employed professionals will be selected using stratified
random sampling to ensure representation from different professional categories,
income levels, and geographic locations. The primary research instrument for the
quantitative part will be a structured questionnaire, developed to measure factors such
as risk perception, tax morale, trust in tax authorities, and social norms. For the
qualitative part, a semi-structured interview guide will be used to explore deeper
motivations and challenges related to tax compliance (Castiglioni & Bellani, 2020).
Validity will be established through content validation by tax experts, while reliability
will be tested using Cronbach's alpha for internal consistency of the survey items.

Data will be collected through an online survey platform, allowing for wide
geographic reach and convenience for respondents. In-depth interviews will be
conducted via video conferencing tools, with sessions recorded (with consent) for
accurate transcription and analysis. The procedure involves initial participant
recruitment through professional networks and online platforms, followed by survey
distribution and scheduling of interviews. SPSS software will be used for quantitative
data analysis, applying statistical techniques such as regression analysis and factor
analysis to determine the key factors influencing tax compliance. For qualitative data,
NVivo software will be employed to perform thematic analysis, identifying recurring
patterns and themes in the interview responses. This mixed-methods approach
provides a comprehensive understanding of the behavioral factors driving tax
compliance among self-employed professionals.

3. RESULTS AND DISCUSSION

Data were collected from a sample of 500 self-employed professionals using a
structured questionnaire and in-depth interviews. Graph 1 illustrates the correlation
between trust in tax authorities and tax compliance rates, while Graph 2 shows the
impact of social norms and peer behavior on compliance.
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Figure 1. Correlation Between Trust in Tax Authorities and Tax Compliance Rates
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Figure 2. Impact of Social Norms on Tax Compliance

Quantitative data analysis revealed significant relationships between
behavioral factors and tax compliance. A regression analysis showed that trust in tax
authorities had a positive impact on compliance rates, with a beta coefficient of 0.32 (p
< 0.01). Social norms and peer influence also played a significant role, with a beta of
0.28 (p < 0.05). Factor analysis confirmed that perceived fairness, tax morale, and risk
perception were the primary drivers of compliance among self-employed
professionals. Qualitative analysis from the interviews identified recurring themes,
such as the importance of transparency in tax policies and the need for tailored
communication strategies to improve compliance.
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The data suggest that trust in tax authorities is a crucial determinant of tax
compliance among self-employed professionals. High levels of trust were associated
with greater willingness to comply voluntarily, indicating that building and
maintaining trust is key to enhancing compliance rates. Similarly, the influence of social
norms indicates that compliance behavior is not only driven by economic incentives
but also by social expectations. Professionals who perceived tax authorities as fair and
transparent were more likely to comply, highlighting the importance of fairness in tax
administration.

The findings are consistent with Alm and Torgler’s (2019) research, which
demonstrated that trust and perceptions of fairness significantly impact tax
compliance. Kirchler et al. (2018) also noted that social norms influence tax behavior,
corroborating the current study's results. This research extends these findings by
focusing specifically on self-employed professionals, highlighting that their compliance
behavior is influenced by similar factors as general taxpayers but with a greater
emphasis on autonomy and perceived risks.

This study supports the Slippery Slope Framework, which posits that both
power and trust are essential in ensuring tax compliance. The positive correlation
between trust in tax authorities and compliance aligns with the theory's emphasis on
voluntary compliance driven by trust rather than enforced compliance. Additionally,
the findings validate aspects of Behavioral Economics Theory, particularly the impact
of social norms, mental accounting, and perceived fairness on decision-making.

The results demonstrate that tax compliance among self-employed
professionals cannot be explained solely by traditional economic deterrence models.
Behavioral factors, such as trust, social influence, and perceptions of fairness, play a
crucial role in compliance behavior. The study highlights that punitive measures alone
are insufficient; instead, fostering a cooperative relationship between tax authorities
and taxpayers is more effective. This is particularly relevant for self-employed
professionals, who value autonomy and are more sensitive to fairness in tax
administration.

The study identifies several challenges in implementing effective tax
compliance strategies for self-employed professionals. One key challenge is the
diversity within the self-employed sector, which includes individuals from various
professions with different income levels and motivations. Additionally, the absence of
third-party reporting, which is more common for salaried employees, makes
enforcement more difficult. Addressing these challenges requires a tailored approach
that considers the unique characteristics of self-employment.

The findings contribute to the theoretical understanding of tax compliance by
integrating behavioral economics with traditional compliance models. The study
supports the idea that compliance behavior is multidimensional, involving not only
economic incentives but also psychological and social factors. This research
encourages a shift away from purely deterrence-based strategies towards a more
nuanced understanding of compliance behavior, particularly for self-employed
individuals who operate outside traditional employment structures.

For policymakers, the research underscores the importance of building trust
with taxpayers, particularly self-employed professionals who have greater flexibility in
income reporting. Tax authorities should focus on transparency, communication, and
the perception of fairness to enhance voluntary compliance. The study also highlights
the potential of using social norm campaigns and behavioral nudges as cost-effective
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strategies to influence compliance behavior, reducing the need for costly enforcement
measures.

The regression analysis showed that a one-point increase in trust in tax
authorities (on a five-point scale) led to a 12% increase in compliance probability.
Similarly, self-employed individuals with a high perception of fairness were 18% more
likely to comply voluntarily. Qualitative data from interviews reinforced the
importance of transparency and communication, with many respondents suggesting
that clearer tax guidelines and simplified filing processes would encourage higher
compliance.

These findings imply that improving tax compliance among self-employed
professionals requires a holistic approach that addresses both economic and
behavioral factors. Building trust, fostering a perception of fairness, and leveraging
social norms are key strategies that can lead to higher compliance rates. This is
particularly relevant for countries seeking to increase revenue without over-relying on
audits and penalties, which can strain taxpayer relationships.

One challenge is ensuring that behavioral interventions are designed to suit the
diverse needs of the self-employed sector. Behavioral nudges, such as reminders and
social norm messages, must be tailored to different professional categories to be
effective. Additionally, tax authorities need to balance the use of enforcement measures
with efforts to build trust and transparency, recognizing that an overemphasis on
penalties can backfire.

4. CONCLUSION

These findings suggest that a shift from traditional deterrence models to
behaviorally-informed approaches can foster a more cooperative relationship between
self-employed taxpayers and tax authorities. Future studies could explore the
effectiveness of specific behavioral interventions, such as personalized nudges,
reminders, and educational campaigns tailored to self-employed individuals, to assess
their impact on long-term compliance. Additionally, examining the role of digital
platforms and online tax filing systems in influencing compliance behavior could
provide valuable insights, especially given the increasing reliance on digital tools
among self-employed professionals. Further comparative research across different
countries and tax systems could identify best practices for integrating behavioral
economics principles into tax policy design.
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