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Tax compliance (TC) behaviour differences between the Romanian Millennials and “Zoomers” are investigated in this paper
to identify the variances in TC behaviour between generations. A questionnaire was developed, and it was applied to 350
respondents. Online survey data were collected from May to July 2022. The influences on TC from various variables were
considered using generalized linear models (GLM) and path analysis with Structural Equation Modelling (SEM). The
findings show a positive impact from awareness, age, and tax morale, emphasizing the need for measures to increase
awareness of the tax system and the level of citizens’ tax morale. These findings are crucial for policymakers as they can
create appropriate programs to educate people about TC behaviour and cater them to different generations. Also, tax
morale’s sensitivities may be affected by these tailored programs. The current research presents fresh avenues for further

investigations into generational variations and the impact of emotions on TC behaviour.
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Introduction

There is an inverse relationship between the objectives
of the taxpayers and the government. The taxpayers want to
minimize the contributions and taxes paid to the budget, but
the government seeks to maximize this amount. A tax
represents a burden on a taxpayer to a greater or lesser
extent. The policymaker can motivate taxpayers to comply,
with tax legislation, by building trust and using its power.

Power and trust in the authorities influence the level of
TC. Research on the impact of trust and the power of the
authority has focused on issues such as social norms,
perceptions of justice, the likelihood of an audit, and fines.
Thus, TC is stimulated through audits and fines (i.e.,
through the perception of the authorities' power) and the
development of a relationship of trust with taxpayers by
offering various services to help them.

To increase the budget revenues, it is essential to
stimulate the TC, which means reporting and paying taxes
on time and fulfilling tax obligations provided by law. These
revenues are used to provide various public goods and
services. Tax incomes support public expenditures and
financing of public services (Youde & Lim, 2019).

TC is analysed from both economic and behavioural
influences. The determinants of TC remain a multifaceted
problem for the government. Still, a significant part of the
literature investigates its interdependencies with the
enforcement, trust, and power of authorities (Batrancea et

al., 2019). If policymakers can establish good services and
proper accountability rules, citizens’ compliance is higher.

Noneconomic factors should also be taken into
consideration when analysing TC behaviour. TC should be
regarded from different cultural, social, and political
perspectives (Bertinelli et al., 2020).

For this research, a questionnaire was developed, and
our sample included 350 respondents. This paper examines
TC behaviour differences between the Romanian
Millennials (Generation Y) and “Zoomers” (Generation Z)
and compares the results with the one obtained from the
entire investigated sample. The paper aims to explore if
there are variances in TC behaviour between generations.
Various influences on TC were considered, such as
awareness, power, morals, law enforcement, information
services, trust, fairness, and rewards. In addition, a GLM
was used to capture the effects on TC. A SEM analysis was
developed, showing the positive and significant influences
of the variables on TC.

The paper is structured as follows. The next section
presents the relevant literature in the field. Section 3
contains a description of the methodology employed in the
paper. Section 4 focuses on the analysis. Section 5 presents
the discussions. Finally, section 6 concludes the article.
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Literature Review

There are various works in the literature analysing TC.
Also, essential indicators have been considered in
connection with TC (see Figure 1). Randlane (2016)
systematized the TC studies and divided them into
economic approaches based on rational decisions and
behavioural approaches based on irrational decisions,
mainly due to social factors. Lisi (2021) splits methods of
increasing TC into deterrence-based, social-based, and
reward-based.

The economic perspective investigates TC from two
theories, expected utility and deterrence (Olusegun, 2021).
Shih-Ying & Mei-Jane (2005) suggest that TC should be
regarded in correlation with government expenditures.
Income increases and tax corruption decreased the levels of
TC, while the efficiency of government expenditure
increased taxpayers’ motivation to pay taxes. Yaniv (2009)
suggests that TC increases as the income tax rate increases.
On the other hand, the research conducted by Durham et al.
(2014) emphasized that the combined effect of income
source and decision context doesn’t significantly influence
TC. However, each separate factor influences compliance
behaviour. Riahi-Belkaoui (2004) underlines that in
countries with high economic freedom, the equity market is
significant, competition laws are operative, the crime rate is
reduced, citizens don’t perceive paying taxes as a burden,
and they provide tax-compliant behaviour.

Tax Compliance, Governments, and Administrative
Policies

Administrative policies and governments play a
significant part in the compliance behaviour of taxpayers
(Alm et al., 2010; Hashimzade et al., 2014; Resnick, 2021;
Sebele-Mpofu & Ntim, 2020). Therefore, governments
must understand TC behaviour to adopt proper decisions to
increase tax revenues and develop policy instruments to
decrease the tax gap (Hashimzade et al., 2014).

TC increases as the citizens are provided with clear
liabilities and information services. Thus, citizens
understand that tax payments encourage wealth
redistribution through an improved offer of public goods
and services (Alm et al., 2010). Therefore, good governance
and an efficient tax system support TC and tax morale
(Sebele-Mpofu & Ntim, 2020). Initially depicted by
Schmolders (1960), the tax morale concept portrays the
mentality of individuals connected to their consciousness to
be citizens regarding their attitude towards their taxes
(Nichita & Batrancea, 2012), honesty and social stigma
(Kemme et al., 2020). The findings of Casal et al. (2016)
connect TC mainly with the voice of taxpayers on their
contributions but also with increased procedural justice and
information about public expenditure.

Other dimensions associated with taxpayers’
compliance behaviour and governmental authorities are
trust, power, deterrence, law enforcement, and penalties
(Bruno, 2019; Kogler et al., 2013; Resnick, 2021; Youde &
Lim, 2019). If the taxpayers perceive that the tax revenues
are spent wisely by the authorities and further invested in
public goods and services, then their compliance increases
(Sebele-Mpofu & Ntim, 2020). Gobena & van Dijke (2017)
emphasized that the citizens’ trust in the authorities

influences TC. The authorities which can provide
procedural justice increase voluntary compliance. Suppose
individuals don’t trust authorities and perceive procedural
justice as low. In this case, their willingness to pay taxes
decreases.

Kogler et al. (2013) suggest that perceived trust in the
authorities employs voluntary compliance, while perceived
power of the authorities fosters enforced compliance. Resnick
(2021) advocates that informal workers have a higher
propensity to pay taxes if they trust policymakers and
understand that these taxes are collected to support the
development of social and transport infrastructure. The study
developed by Enachescu et al. (2019) revealed that positive
and negative emotions are essential in TC behaviour. So,
when designing tax policies, it is crucial to consider
developing positive feelings of the citizens toward tax
institutions to boost a positive image and attitudes toward
taxes and thus create a compliance behaviour. The authorities
must raise trust and power to reduce tax evasion and increase
TC (Batrancea et al., 2019). There is a direct relationship
between the trustworthiness and reliability of tax authorities
and taxpayers’ trust in their work (Lisi, 2019).

Youde & Lim (2019) underline factors such as:
awareness about trust in authorities, tax payment procedures,
policymakers, accounting agencies, law enforcement, and
penalties that contribute to the high-compliance behaviour of
taxpayers. Nichita et al. (2019) argue that taxpayers express
a higher propensity toward compliance when they better
understand taxation’s importance in society. Thus, literacy
and awareness on this matter are considered significant in the
willingness to pay taxes, while other variables such as gender,
age, level of education, income, and tax morale are not.
Technical and legal tax knowledge is also essential to enable
taxpayers to comply. Awareness about tax behaviour reduces
compliance costs and thus decreases tax evasion (Musimenta,
2020).

Other authors concentrate their research on deterrence
and enforcement mechanisms that positively affect TC and
suggest that governments apply them to increase tax
collection (Bruno, 2019). Deterrence procedures should be
regulated according to the realities and challenges of each
specific country. Respecting tax regulations by citizens can
be achieved not only through coercive rules and regulations
applied by the state but also through cooperation, social
norms, and ethical behaviour (Benkraiem et al., 2021;
Schneider, 2007; Torgler & Wenzel, 2007).

Other studies underline the relationship between TC
and fairness (Alm et al., 1992; Wenzel, 2002). For example,
the findings of Taing & Chang (2021) emphasized that the
citizens” TC is influenced by tax morale, tax fairness, and
tax complexity, while other determining components, such
as the power of authority, trust in government, tax
information, and tax awareness don’t develop a significant
relationship with TC.

Fatas et al. (2021) investigated the impact of rewards on
TC behaviour, and the results suggested that they are
attractive to citizens and increase TC. The findings of Lisi
(2021) underline that rewards support tax morale, but they
need to be planned to impulse truthful behaviour. Junpath et
al. (2016) suggest that providing regular tax amnesties will
discourage the compliance behaviour of both non-compliant
and compliant taxpayers.
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Consequently, TC’s behaviour represents a balanced
dance between two partners. As Rechberger et al. (2010)
suggest, an equilibrium between the honest behaviour of

taxpayers and support and recognition from tax authorities
should coexist.

Tax compliance,
governments, and

administrative Trust

policies Power
Awareness
Deterrence

Law enforcement
Fairness
Penalties

Rewards and amnesties

Information services and liabilities

Figure 1. Tax Compliance, Governments, and Administrative Policies

Source: authors' contribution.

Tax Compliance, Social and Cultural Factors

Different studies continue to investigate the effect of
deterrence, trust, and law enforcement on TC behaviour and
include the influence of other variables in the analysis (see
Figure 2). For example, the social influence of family,
friends, or work colleagues is essential and increases
individual TC. On the other hand, individuals become less
persistent in their TC behaviour if they have evidence about
the tax evasion behaviour of their peers. Also, the source of
information is equally essential, as unofficial information
could generate an adverse change in TC behaviour, while
official information encourages tax reporting behaviour
(Garcia et al., 2020).

The investigation of TC levels in a country deepens the
research in the areas of social norms system. As a social
norm, TC is investigated from the perspective of contagion
and shame effects (Blaufus et al., 2017). The results of its
study suggested that the contagion effect exerts a more
decisive influence over tax evasion. Still, the shame felt by
citizens leads to a reduction in tax evasion, while tax
publicity causes a contagion effect and influences TC
positively. Therefore, the taxpayers must feel that they are
part of the community where they live and work to respect
the rules and regulations and have compliant behaviour. The
findings of Hashimzade et al. (2014) reinforce the idea that
compliance behaviour depends on occupational groups and
the beliefs and attitudes of specific clusters. Thus, it
becomes critical for governmental authorities to develop

such a tax system that shows equity, efficiency, and
effectiveness in the eyes of the citizens (Mikesell &
Birskyte, 2007).

Socio-demographic variables also exert a significant
influence on TC. Hofmann et al. (2017) depict the
relationship between sociodemographic variables and TC.
The study’s findings suggest that age and sex have limited
power on compliance behaviour, while the power of
education and income is unimportant. Chan et al. (2000)
found that education indirectly and positively influences
taxpayers’ compliance behaviour, as educated people have
a higher level of tax knowledge and moral development.
High-educated people tend to have tax-compliant
behaviour, but the avoidance tendency is higher. This is
because they understand better the legislation and filling
procedures. Thus, tax complexity is reduced (Hofmann et
al., 2017). Therefore, higher education may be related to
lower evasion and a higher avoidance tendency (Hofmann
etal., 2017). The results of Richardson (2006a) suggest that
tax evasion decreases when the complexity level is low,
while education level, services income sources, fairness,
and tax morale are high.

Mathieu et al. (2010) illustrate that older people have a
more positive attitude toward taxes than young people,
while women have a more negative attitude than men.
Younger people tend to be less compliant than older ones,
as the last category needs social security and health care
services and better understands the benefits of paying taxes
(Hofmann et al., 2017).

Tax compliance,
social and
cultural factors

Social influences

Social norms

Socio-demographic variables (i.e. education, age, sex, and religion)

Cultural framework

Tax morale

Figure 2. Tax Compliance, Social and Cultural Factors

Source: authors' contribution.
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Kastlunger et al. (2010) suggest that women are more
tax compliant than men, and this behaviour should be
related to social aspects rather than biological ones. The
findings of Lewis et al. (2009) show that differences
between individuals are essential in TC behaviour. For
example, males and economists tend to modify tax conduct.
Hwang & Nagac (2021) tested the role of religiosity, and the
findings suggested that it exerts an essential limit on tax
evasion.

TC is also explained from the perspective of Hofstede’s
cultural framework. Tsakumis et al. (2007) underline that
national culture explains tax evasion differences between
countries. High levels of uncertainty avoidance and power
distance are related to increased tax evasion, while high
levels of individualism and masculinity are linked with
lower levels of tax evasion.

An important number of researches connect TC with tax
morale which is utterly related to intrinsic beliefs about the
necessity of paying taxes (Luttmer & Singhal, 2014).
According to Fochmann et al. (2021), the tax morale of
citizens prevails in the case of correct prefilled forms, thus
increasing compliance behaviour. Moral rules determine
that individuals pay taxes. Christian & Alm (2014)
investigate the impact of two moral emotions, sympathy,
and empathy, on compliance behaviour. A higher level of
empathy and sympathy decreases tax evasion.

Our study formulated a set of hypotheses based on
previous insights on TC influences presented above. The
literature and specific studies supporting the below
hypotheses are displayed in Table 1.

Table 1

The Hypotheses of the Research

Hypothesis

Literature investigation

Authors

Relationship

Youde & Lim (2019) ()1 (+)
H1 Awareness about taxes positively influences TC Nichita et al. (2019) (+)
Musimenta (2020) (-) with tax evasion
Taing & Chang (2021) (...)
H2 High power of the national tax system positively influences TC Ezté?;cg?aﬁt' ?5'0(123319) g:g
Taing & Chang (2021) (...
Schmélders (1960) +)
Luttmer & Singhal (2014) complex
H3 Tax morale is directly correlated with TC Nichita et al. (2019) (...)
Fochmann et al. (2021) +)
Taing & Chang (2021) +)
o . Youde & Lim (2019) +)
H4 Law enforcement positively influences TC Bruno (2019) )
H5 ;I;]r;vleuzrnc;\élssllgg of information services by authorities positively Doerrenberg & Schmitz (2017) )
Gobena & van Dijke (2017) +)
H6 Trust in tax authorities positively influences TC Youde & Lim (2019) +)
Batrancea et al. (2019) (+)
Taing & Chang (2021) (...)
Alm et al. (1992) (...)
H7 Fairness of the tax system positively influences TC Wenzel (2002) +)
Richardson (2006a) (-) with tax evasion
Taing & Chang (2021) +)
Hs Rewards and amnesties provided by the authorities support TC  Fatas et al. (2021) +)
Lisi (2021) (+)
Lewis et al. (2009) (/)
Ho There is a different TC behaviour by gender sﬁggenug:tr ;[aélzgg)l 0 E:g%g
Hofmann et al. (2017) limited
Nichita et al. (2019) (...)
Mathieu et al. (2010) M)
H10  Generation Z has a different TC behaviour than Millennials Hofmann et al. (2017) M)
Nichita et al. (2019) (...)
. - . . Chan et al. (2000) /()
" ggﬁave,;gﬂ?atlon level of the citizens differentiates the TC Richardson (2006a) Hofmann et )76
al. (2017) OUe!
Nichita et al. (2019) (...)
H12  Occupational choice of citizens influences TC behaviour Hashimzade et al. (2014) complex
H13 Varied income groups of people exhibit different attitudes Hofmann et al. (2017) (...)
toward TC Nichita et al. (2019) (...)

Source: authors' contribution.

Note: negative (-) / positive (+) / no significant relationship with TC (...)

- 105 -



Inzinerine Ekonomika-Engineering Economics, 2024, 35(1), 102-118

Methodology Description

This research investigated the behaviour of Romanian
citizens regarding TC. We conducted an online survey in
Romania from May to July 2022 to test the previous
hypotheses.

The Survey

Primary data for the empirical analysis were collected
via a questionnaire entitled "The principles and methods
used in applying taxes in Romania". The sample included
350 respondents aged 18 to 65. Respondents were divided
into two main groups of generations, namely: Generation Z,
aged 18 to 25 years (47.4 %, n=166), and Generation

Millennials, aged 26 to 41 years (35.7 %, n=125). The
remaining respondents had 42 to 57 years (15.5 %, n=54)
and 58 years and above (1.4 %, n=5). Most respondents
were male (58 %, n=203), while females represented 42 %
of the sample (n=147). The convenience sampling technique
was applied to select conveniently located respondents
(Edgar & Manz, 2017). This sampling technique often
recruits respondents from a convenient population subset
(Baxter et al., 2015). Socio-demographic questions were
included related to education, occupation, and income. The
questionnaire encompassed four demographic variables
(gender, age, education, and occupation) and one economic
variable (income) likely to impact TC. Table 2 shows the
descriptive statistics of the variables.

Table 2

Descriptive Statistics of Respondents’ Profile

Measure Item Frequency (%) N =350
Gender Male 203 (58.0)
Female 147 (42.0)
Age 18-25 166 (47.4)
26-41 125 (35.7)
42-57 54 (15.5)
58 or above 5(1.4)
Average monthly income 1000 lei or less 40 (11.4)
1001 — 2000 lei 25(7.1)
2001 — 3000 lei 57 (16.3)
3001 — 4000 lei 66 (18.9)
More than 4000 lei 162 (46.3)
Education High school 67 (19.1)
Post-secondary studies 6 (1.7)
Professional studies 10 (2.9)
Bachelor’s degree 182 (52.0)
Postgraduate studies 85 (24.3)
Occupation Employee 237 (67.7)
Student 70 (20.0)
Others (...) 43 (12.3)

Source: authors' contribution.

An objective of the current research was to depict TC
behaviour differences between the Millennials and
Generation Z and to compare the results with the one
obtained from the entire investigated sample. Previous
studies showed that education, gender, and income
influence TC behaviour. Therefore, our survey aims to
explore if there are variances in TC behaviour between
generations.

The research questionnaire included closed-ended
questions. The variables used for the analysis were:
categorical variables (TC — binary; socio-demographic data)
and ordinal variables (five-point Likert scale).

Other TC-related questions provided multiple choices,
and their interpretations were not included in the
econometric model. Still, the authors provided just an
explanation of the results to consolidate the value of the
previous answers and the paper’s findings.

The Variables

The dependent variable was TC, a binary variable for
filing tax returns. The respondents provided yes or no
answers related to their TC behaviour. According to the
literature, the influences on TC included several items
related to awareness (six dimensions), power, tax morale

(five dimensions), law enforcement, information services,
trust (two dimensions), fairness, and rewards and amnesties,
each measured using a five-point Likert scale. The
description of each variable is presented in Table 3.

The questionnaire comprised six items on tax
awareness, including awareness about tax returns as an
expression of tax payment and tax system, TC, tax equity,
tax evasion, and tax progressivity as an expression of tax
payment procedures. Also, tax morale included five items
reflecting honesty, tax evasion behaviour versus fines,
investments, tax rates, and tax system equity. Trust was
reflected in the questionnaire through the trust behaviour of
citizens in the National Agency of Fiscal Administration
(ANAF) to collect the taxes efficiently. A total of 18 items
were investigated through the questionnaire and further
included in the econometric analysis.

The Model

GLM are preferred over traditional regression. Nelder
& Wedderburn (1972) developed GLM, considering the
normal, binomial, Poisson, and gamma distribution and
offering a unified procedure for fitting. The models such as
linear regression, analysis-of-variance, logit, probit, log-
linear, multinomial response, and survival data models have
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common proprieties, enabling the study of GLM as a single
class (McCullagh & Nelder, 1989). Thus, GLM provides a
superior method of data analysis. A GLM comprises a
random component, a linear predictor, and a link function
(Fox, 2016). The model doesn’t have an error term because
it models the mean and not the individual values. The
random component is the response variable Y;. The linear
predictor takes the following form:

N = a+ PiXy + BiaXip + - + Bu Xk @

In Equation 1, X;; are prespecified functions of the
explanatory variables. The link function g(.) transforms the
expectation of Y; , u; = E(Y;), to the linear predictor
(Equation 2).

g =n; = a+ PiXy + PiXip + -+ PuXue (2)

A binary probit analysis was performed to check the
influences of previously described independent variables on
TC. This model type examines “the effects of categorical
and continuous explanatory measures on a dichotomous
response variable” (Denham, 2017), in our case, TC. The
link function for probit models is as follows:

) = 7 (W) @)

In Equation 3, y; is the expected value of the response,
n; is the linear predictor, ¢ (.) is the cumulative distribution
function of the standard-normal cumulative binomial
distribution, and ¢ ~* represents the inverse standard normal
cumulative binomial distribution function.

Table 3
Variables Description
No. Category Variables Code Description Type
1. tax return AwTD The citizen’s awareness regarding tax returns
— reports of tax liabilities and payments
2. tax system AwWTS Awareness regarding tax system — total tax
liability
3. tax compliance AwTC Awareness regarding tax compliance — the
correct calculation, reporting and payment of
tax liability on time
4. Awareness tax equity AwTE(q Awareness regarding tax equity — the
importance of the contributory capacity of
the taxpayer
5. tax evasion AWTEV Awareness regarding tax evasion —
taxpayers' illegal attempt to evade taxes
6. tax progressivity AwWTP Awareness regarding tax progressivity —
low-income earners pay a smaller percentage
in taxes than the high-income earners
7. Power tax system PTS Power of the Romanian tax system —
effectiveness in controlling evasion
8. honesty TMH Honesty of taxpayers in filling tax returns
9. fines TMEF Perception regarding the level of fines for tax
evasion Five-point
10. Tax morale investments TMEI Perception regarding the supply of public Likert scale
goods and services
11. tax rates TMER Perception regarding the level of tax rates
12. tax system equity TMEIq Perception of tax system equity
13.  Law enforcement law enforcement LEn Effectiveness of Romanian law on tax
evasion — punishment with imprisonment or
a fine
14.  Information ANAF* fraud ISAF ANAF provides information encouraging
services voluntary compliance to prevent tax fraud by
diversifying and increasing the quality of
services and ensuring simplified procedures
15. ANAF budget TABI Taxpayers’ trust in tax authority’s efficiency
income in collecting tax revenues
16. T ANAF tax control TATC Taxpayers’ trust in tax authority’s control
rust . S
(by promoting quality fiscal control and
being oriented towards sectors with a high
risk of fraud)
17. Fairness state fairness FS Fair taxes are levied on all citizens
18.  Rewards and state rewards and RAS The state supports the business environment
amnesties amnesties through the tax system
19. gender G - binary
20. . age A - categorical
Socio- . -
21. demographic educathn Ed - categor!cal
22. occupation o} - categorical
23. income | - categorical

Source: authors' contribution.

Note: * The National Agency for Fiscal Administration (Romanian: Agentia Nationala de Administrare Fiscald)
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To further validate and describe the relationships among
observed variables, structural equation models (SEM) were
developed. This technique combines factor analysis with
multiple regressions and, thus, enables the investigation of a
series of dependent relationships (Abdul & Wang'ombe,
2018; Hair et al., 2011). This in-depth explanatory analysis
also helped validate or invalidate the hypothesis mentioned
above. Confirmatory factor analysis (CFA) was used as the
indicators are well specified according to related theories and
knowledge (Thakkar, 2020). SEM’s equation can be written
as follows (Kaplan, 2001):

n=Bn+T{+g¢ 4

In Equation 4, n is a vector of the endogenous latent
variables, & is a vector of exogenous latent variables, B is a
matrix of regression coefficients relating the latent
endogenous variables to each other, I' is a matrix of
regression coefficients relating endogenous variables to
exogenous variables, and ¢ is a vector of disturbance terms.
The equations that describe the link between latent variables
and observable variables are:

y=An+e ®)

x=ME46 (6)

In Equation 5 and Equation 6, Ay and Ax are matrices
of the factor loading, and € and § are vectors of uniqueness.

Data Analysis

Several pieces of information were observed from the
questionnaire’s results relating to TC behaviour. The results
showed that the respondents are familiar with TC, tax

returns, tax systems, tax equity, and tax evasion concepts.
More than 52 % have completed tax returns regarding their
incomes or the income tax owed. Their feelings about taxes
are diverse: more than 29 % rejected taxes, 35 % are
pessimistic, 17 % expressed concern about taxes, and 20 %
are indifferent. More than a third of the respondents stated
that paying taxes contributes to the increase in public goods
and services supply. Still, 60 % of the respondents consider
the Romanian tax system unsatisfactory. Also, the research
revealed that citizens must be honest when filing a tax
return. Still, tax evasion is justified if the revenues raised to
the budget are not used efficiently for important public
investment projects (more than one-third). Also, more than
one-third of the respondents considered tax evasion
warranted if the tax rates are too high and the tax system is
unfair. To maintain a low level of evasion, prison sentences
or fines for tax evasion are considered adequate (more than
49 %). Regarding the current context, more than 58 % of the
respondents do not believe that the current pandemic has
influenced their behaviour regarding paying taxes. Almost
two-thirds believe that the policymaker does not support the
business environment through the tax system and that taxes
should not be increased to improve the supply of public
goods and services.

Adopting a progressive tax is an effective solution for
increasing the revenues raised to the budget and the tax
system’s fairness (more than one-third of the respondents).
However, almost another one-third were indifferent
regarding this aspect.

Table 4

Viability and Reliability of the Variables

All ages Generation Z (18-25 years) Millennials (26-41 years)
No. Variables Cronbach's Alpha Pearson Cronb_ach S Pearson Cronb_ach S Pearson
. - Alpha if Item - Alpha if Item -
if Item Deleted Correlation Correlation Correlation
Deleted Deleted
1. AwTD 0.782 0.634** 0.777 0.691** 0.779 0.593**
2. AWTS 0.782 0.645** 0.780 0.670** 0.777 0.626**
3. AWTC 0.781 0.649** 0.782 0.642** 0.775 0.653**
4. AWTE(q 0.781 0.655** 0.784 0.609** 0.769 0.710**
5. AWTEV 0.788 0.562** 0.789 0.553** 0.782 0.556**
6. AwWTP 0.786 0.593** 0.785 0.602** 0.780 0.592**
7. PTS 0.802 0.290** 0.801 0.292** 0.795 0.328**
8. TMH 0.803 0.258** 0.800 0.329** 0.799 0.225*
9. TMEF 0.797 0.465** 0.798 0.452** 0.791 0.459**
10. TMEI 0.796 0.472** 0.796 0.478** 0.790 0.471**
11. TMER 0.797 0.436** 0.800 0.395** 0.787 0.490**
12. TMElq 0.797 0.442** 0.802 0.369** 0.784 0.537**
13. LEn 0.806 0.307** 0.807 0.314** 0.801 0.294**
14. ISAF 0.791 0.512** 0.792 0.510** 0.788 0.478**
15. TABI 0.792 0.507** 0.791 0.512** 0.785 0.515**
16. TATC 0.794 0.467** 0.792 0.498** 0.789 0.449**
17. FS 0.803 0.296** 0.801 0.328** 0.805 0.150
18. RAS 0.802 0.312** 0.803 0.303** 0.802 0.199*
Cronbach's 0.803 0.803 0.797
Alpha
N of Items 18 18 18

Source: authors' contribution.

The measures that the policymaker should adopt to
increase the degree of TC are as follows: the degree of
digitization of institutions should be increased (63 %); a

relationship of trust should be developed with taxpayers by
offering new services (58 %); funds should be allocated for
public investment projects (46 %); harsher penalties should
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be adopted for tax evasion (38 %); a tax cut should be
adopted (35 %); the number of controls carried out by state
institutions should increase (29 %). When setting the
priorities for spending the money raised to the state budget
through taxes, the respondents emphasized education,
research, the health system, infrastructure development,
supporting small businesses, energy, agriculture, and rural
development.

A GLM was used to capture the effects of awareness,
power, morale, law enforcement, information services,
trust, fairness, rewards, and demographic variables such as
gender, age, education, occupation, and income on TC (as
the dependent variable). The analysis was conducted using

IBM SPSS Statistics 26.0 and IBM SPSS Amos.

The first step was to check to validity and reliability of
the items collected (see Table 4). The check was performed
for all three samples: all ages, Generation Z and Millennials.
First, the validity of the items was tested using the Pearson
correlation coefficient. The correlation coefficients are
significant for all 18 items investigated for all ages and
Generation Z samples. The Pearson coefficient was
significant in the Millennials sample except for the FS item.
Next, Cronbach’s alpha tests were applied to check for the
reliability of the items. The coefficient values are above 0.7,
and thus, the internal consistency of the data is acceptable
for all three samples.

Table 5

Tax Compliance Determinants

Variables All ages Generation Z (18-25 years) Millennials (26-41 years)
Omnibus Coefficient ~ Wald Chi- Omnibus Coefficient ~ Wald Chi- Omnibus Coefficient ~ Wald Chi-
Test? (std. error) Square Test? (std. error) Square Test? (std. error) Square
AwTD 45.6%** 0.347 43.055%** 12.556*** 0.269 12.059*** 23.273*** 0.426 21.337***
(0.053) (0.077) (0.092)
AwTS 31.9%** 0.314 30.527*** 6.014** 0.202 5.894** 20.564*** 0.426 18.815***
(0.057) (0.083) (0.098)
AwTC 25.966*** 0.278 25.094*** 5.381** 0.192 5.299** 19.632*** 0.426 17.979***
(0.056) (0.083) (0.100)
AWTEq 29.823*** 0.289 28.716*** 10.096*** 0.256 9.801*** 14.541%** 0.331 13.726***
(0.054) (0.082) (0.089)
AwTEvV 13.465*** 0.198 13.212%** 5.731** 0.209 5.575** 10.629%** 0.285 10.250***
(0.054) (0.089) (0.089)
AWTP 27.655*** 0.260 26.774*** 8.510*** 0.220 8.282%** 16.048*** 0.324 15.268***
(0.050) (0.076) (0.083)
PTS 0.692 0.071 0.691 0.003 -0.008 0.003 0.123 0.046 0.123
(0.086) (0.140) (0.132)
TMH 0.061 -0.022 0.061 0.467 -0.095 0.468 0.777 0.122 0.768
(0.088) (0.140) (0.139)
TMEF 3.145 0.082 3.135 4.007** 0.140 3.958** 1.015 0.079 1.011
(0.046) (0.070) (0.079)
TMEI 4.588*** 0.097 4.568** 4.055** 0.141 3.999** 3.233* 0.138 3.208*
(0.046) (0.071) (0.077)
TMER 3.371* 0.093 3.355* 6.033** 0.193 5.892** 2.339 0.132 2.320
(0.051) (0.080) (0.087)
TMElq 3.632* 0.095 3.615* 6.045** 0.196 5.898** 2.798* 0.141 2.771*
(0.050) (0.081) (0.085)
LEn 0.385 -0.032 0.385 0.976 -0.074 0.974 0.002 0.004 0.002
(0.051) (0.075) (0.088)
ISAF 0.369 -0.033 0.369 0.308 0.047 0.307 0.753 -0.080 0.751
(0.055) (0.084) (0.09)
TABI 0.016 -0.007 0.016 0.015 0.010 0.015 0.042 0.018 0.042
(0.057) (0.087) (0.091)
TATC 0.393 -0.035 0.392 1.107 0.087 1.103 0.737 -0.081 0.735
(0.055) (0.083) (0.095)
FS 2.101 -0.094 2.091 1.611 -0.129 1.591 0.257 -0.057 0.257
(0.065) (0.102) (0.113)
RAS 2.931* -0.113 2.916* 0.474 -0.070 0.472 1.523 -0.143 1515
(0.066) (0.101) (0.116)
G 0.015 0.016 0.015 0.021 0.030 0.021 0.746 -0.197 0.745
(0.136) (0.210) (0.228)
A 31.794*** 0.509 30.142%** - - - - - -
(0.093)
Ed 16.511*** 0.203 16.025*** 4.395** 0.142 4.316** 0.031 0.021 0.031
(0.051) (0.068) (0.120)
o 0.0003 -0.002 0.0003 1.321 -0.188 1.313 5.012** 0.386 4.586**
(0.096) (0.164) (0.180)
| 17.708*** 0.208 17.171%*= 4.082** 0.144 4.022** 0.178 0.047 0.178
(0.050) (0.072) (0.111)
Obs. 350 166 125

Source: authors' contribution.
Note: Y - Likelihood Ratio Chi-Square; *** p-value < 0.01; ** p-value < 0.05; * p-value < 0.1

The binary probit models were developed with TC as
the dependent variable and 23 items as explanatory

variables, of five demographic and economic ones. The
likelihood ratio chi-square values and attached p-values
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validated 12 models with each of the following explanatory
variables: AwWTD, AWTS, AwWTC, AWTEq, AWTEv, AWTP,
TMEI, TMER, and TMElIq, including A, Ed, and | as
demographic and economic items. The associated p-values
of each coefficient and the standard errors show the
influence on the dependent variable (see Table 5).

The results from GLM were further developed into a
path analysis using SEM, selecting just the variables that

significantly influenced the TC. Thus, three path analyses
emerged for all ages, Generation Z and Millennials.

First, we checked the model fit indices (see Table 6).
All three structures fit the data. The NFI, RFI, IFI, TLI, and
CFI values are higher than the critical value of 0.9, while the
RMSEA index is below 0.08, the critical accepted value in
all three SEM developed.

Table 6
Model Fitting Analysis
The goodness of fit index Default model Critical (Acceptable) Explanation
Value
All ages
Normed fit index (NFI) 0.947 >0.9 Fit
Relative fit index (RFI) 0.918 >0.9 Fit
Incremental fit index (IFI) 0.972 >0.9 Fit
Tucker Lewis index (TLI) 0.956 >0.9 Fit
Comparative fit index (CFI) 0.971 >0.9 Fit
Root mean squared error of approximation (RMSEA) 0.056 <0.08 Fit
Generation Z
Normed fit index (NFI) 0.928 >0.9 Fit
Relative fit index (RFI) 0.90 >0.9 Fit
Incremental fit index (IFI) 0.972 >0.9 Fit
Tucker Lewis index (TLI) 0.960 >0.9 Fit
Comparative fit index (CFI) 0.972 >0.9 Fit
Root mean square error of approximation (RMSEA) 0.059 <0.08 Fit
Millennials
Normed fit index (NFI) 0.949 >0.9 Fit
Relative fit index (RFI) 0.920 >0.9 Fit
Incremental fit index (IFI) 0.985 >0.9 Fit
Tucker Lewis index (TLI) 0.976 >0.9 Fit
Comparative fit index (CFI) 0.985 >0.9 Fit
Root means square error of approximation (RMSEA) 0.056 <0.08 Fit

Source: authors' contribution.

Figure 3 presents the final structural model for the entire
sample, all ages, respectively. The data in Table 7 and
Figure 3 show that awareness positively impacts TC
(B=0.14, p-value<0.001). AWTD and AwTS have the

strongest influence on the awareness group factors,
positively impacting TC. Age positively impacts TC
(B=0.15, p-value<0.001). Finally, tax morale positively
impacts TC ($=0.04, p-value=0.037).
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Figure 3. SEM For the Entire Sample (All Ages)
Source: authors' contribution

The SEM for Generation Z (Table 7 and Figure 4)
underlined that awareness has a positive impact on TC
(B=0.105, p-value<0.001). AWTD and AwTS have the

strongest influence in the awareness group factors,
positively impacting TC. Tax morale has a positive impact
on TC ($=0.091, p-value=0.036).
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The SEM for Millennials (Table 7 and Figure 5) shows influence in the awareness group factors, positively
that awareness has a positive impact on TC ($=0.174, p-  impacting TC.
value<0.001). AwWTD and AwTP have the strongest

Table 7
Regression Weights
Path Estimate S.E. C.R. p Result
All ages
AwT-> TC 0.14 0.021 6.519 <0.001 H1: accepted
Ed>TC 0.020 0.019 1.033 0.302  H11: rejected
I>TC 0.03 0.020 1.348 0.178  H13: rejected
A>TC 0.15 0.034 4.451 <0.001 H10: accepted
RAS> TC -0.04 0.023 -1.594 0.111  HB8: rejected
TM->TC 0.04 0.020 2.084 0.037  H3: accepted
AwT> AwTS 0.970 0.045 21.633 < 0.001
AwWT>AWTC 0.860 0.052 16.678 < 0.001
AwT>AWTEq 0.857 0.054 15.987 < 0.001
AwT->AwWTEV 0.753 0.054 14.055 < 0.001
AwT->AwWTD 1.000
AwT->AWTP 0.874 0.058 15.203 < 0.001
TM->TMEI 1.000
TM->TMER 0.983 0.050 19.672 < 0.001
TM->TMElIq 0.983 0.050 19.502 < 0.001
Generation Z
AwT-> TC 0.105 0.032 3.314 <0.001 HI1: accepted
Ed>TC 0.034 0.025 1.350 0.177  H11: rejected
I>TC 0.026 0.026 0.989 0.323  H13: rejected
TM->TC 0.091 0.044 2.098 0.036  H3: accepted
AwT> AwTS 0.963 0.076 12.699 < 0.001
AwT>AwWTC 0.851 0.078 10.975 < 0.001
AwT>AWTEq 0.825 0.080 10.333 < 0.001
AwT->AWTEV 0.601 0.076 7.862 < 0.001
AwT->AwTD 1.000
AwT->AWTP 0.768 0.086 8.910 < 0.001
TM->TMEI 1.246 0.145 8.596 < 0.001
TM->TMElIq 1.894 0.933 2.029 0.042
TM->TMEF 1.000
TM->TMER 1.622 0.802 2.022 0.043
Generation Millennials
AwT-> TC 0.174 0.036 4.881 <0.001 H1: accepted
O->TC 0.083 0.054 1.557 0.119  H12: rejected
TM->TC 0.038 0.038 1.009 0.313  H3: rejected
AwT> AwTS 0.973 0.067 14.507 < 0.001
AwT>AwWTC 0.817 0.084 9.693 < 0.001
AWT>AWTEQ 0.882 0.092 9.545 < 0.001
AwT->AWTEV 0.917 0.090 10.233 < 0.001
AwT->AwTD 1.000
AwWT->AWTP 0.991 0.097 10.186 < 0.001
TM->TMEI 1.000
TM->TMEIq 0.582 0.422 1.380 0.168

Source: authors' contribution.
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Figure 5. SEM for the Millennials Group

Source: authors' contribution.

Discussions

The awareness dimensions influence TC behaviour (for
the entire sample, but also Generation Z group and
Millennials group), underlining the importance of making
citizens conscious about tax returns, the tax system, TC, tax
equity, tax evasion, and tax progressivity. Thus, hypothesis
H1 is accepted. These items were considered very important

in influencing TC behaviour for both Millennials and
Generation Z. These results confirm the ones of Nichita et
al. (2019) and Youde & Lim (2019).

Two more hypotheses are accepted in this research. The
second one is H3. Tax morale (TM) positively influences
TC, but only in the case of the entire sample and Generation
Z group. These results confirm the ones of Christian & Alm
(2014) and Fochmann et al. (2021).
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In the case of the entire sample, the third accepted
hypothesis is H10. Thus, the age variable positively
influences the TC. For this hypothesis, we considered that
the behaviour of Generation Z is different from that of
Generation Millennials in tax compliance. In this case, the
results do not confirm the ones of Nichita et al. (2019), who
argue that age is not considered significant in the
willingness to pay taxes, and Hofmann et al. (2017), who
suggest that age has limited power on compliance
behaviour.

Findings from the analysis suggest that power has no
significant impact on TC. These results confirm the ones of
Faizal et al. (2017), which found that legitimate power and

coercive power have no effect on TC, but are in contrast
with the results of Batrancea et al. (2019), Kogler et al.
(2013), and Wahl et al. (2010) which suggest that higher
power had a positive effect on compliance. Also, the
findings of Batrancea et al. (2019) underlined that country-
pattern are mixed as in 13 countries, power reduces
voluntary compliance, while power had no significant effect
in the other 31 countries. Table 8 shows the impact of
variables on TC according to the results of the SEM
analysis. This difference may result from various cultural
origins and educational backgrounds. The taxpayers do not
believe that their activities to comply with the tax system
will be affected by the authority (Faizal et al., 2017).

Table 8
The Impact of Variables on TC in SEM
Entire sample, all ages Generation Z Millennials

Variables Impact
Awareness + + +

- AWTD strongest impact strongest impact strongest impact

- AWTS strongest impact strongest impact

- AWTP strongest impact
Age +
Tax morale + +

Source: authors' contribution.

Our results indicated that law enforcement does not
affect TC behaviour. According to Lederman (2018),
enforcement is connected to the fact that few taxpayers
evade taxes, non-enforcement and tax evasion are socially
acceptable, and compliance behaviour as a social norm
disappears. On the contrary, Castro & Scartascini (2013)
suggested that an increase in law enforcement positively
affects TC. To raise revenues, the tax authority needs to
improve law enforcement (Rosidm & Romadhaniah, 2021).
On the other hand, Murphy (2008) suggests that practices in
regulatory enforcement do not result in future compliance,
as citizens can feel resentful about paying taxes.
Enforcement could be somewhat associated with the non-
compliance behaviour of taxpayers as the authorities must
take credible enforcement actions (OECD, 2004).

The analysis showed that fairness has no significant
influence on TC. Richardson (2006b) supports that tax
fairness dimensions affect TC behaviour differently. The
evidence of Muslichah (2018) suggested that tax fairness
has a significant positive effect on TC. Mei Tan & Chin-Fatt
(2000) found no connection between TC and perceived
fairness.

Conclusions and Implications

This study investigated the relationships between tax
compliance and essential factors such as awareness, power,
tax morale, and law enforcement. The findings underline
positive influences on TC from awareness, age, and tax
morale. However, these results differ depending on the
analysed group of respondents. A summary of the research’s
findings shows that the awareness dimensions strongly
influence TC behaviour for the Generation Z group. A
positive influence over TC is also exhibited by tax morale.
The Millennial group awareness dimensions influence TC

behaviour. Also, the awareness dimensions strongly
influence TC behaviour for the entire sample. Tax morale
and the age variable positively influence TC for the entire
sample. However, the research has also shown that variables
such as power, law enforcement, and fairness have no
significant impact or do not affect TC.

These results emphasize the need for authorities to
implement measures to increase awareness regarding the tax
system and the citizens’ tax morale level. Developing proper
strategies to boost TC to increase tax revenues raised to the
budget is essential, first focusing on increasing taxpayers’
awareness and tax morale. The revenues raised to the budget
will register an increase due to the improvements in the tax
morale level. This is important because there is no need for
an enforcement effort in this case. Another important aspect
is the taxpayers' trust in tax authority, thus emphasizing the
need to build trust among taxpayers.

The following actions aimed to increase awareness
were highlighted by OECD (2021): information campaigns
(increasing the number of people who receive information
to increase taxpayer knowledge, increasing compliance by
outlining how the funds raised are used); establishing a solid
and constructive rapport with taxpayers; tailored
communication (communicating with particular taxpayer
groups, insights into behaviour to encourage compliance).

The policymaker needs to encourage higher TC by
informing and educating taxpayers (especially the young)
about how their contributions will fund vital infrastructure
and services, like education. The promotion of TC has also
made use of information and communication technology.
The digital revolution is assisting in lowering the barriers to
tax compliance.

State authorities use a relatively new technique for
youth and children's TC education. The study of taxes is
incorporated into the academic program.
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The following measures were advised by the OECD
(2019) to boost tax morale and maintain TC: support
taxpayer education programme; support the development of
tax administrations (particularly regarding enhancing tax
payment convenience); cautiously analyse how to improve
revenue-expenditure ties to create the social contract.

Moreover, further investigation should be addressed to
identify the relationship developed between power and other
variables, such as taxpayers’ trust. If authorities want to
increase the amount of voluntary compliance among
taxpayers, they should think about enhancing both power
and trust (Batrancea et al., 2019).

Good legal institutions can only help with a better rule
of law enforcement and additional information about taxes
(Bruno, 2019). Thus, people know how strong they are,
increasing the chances of TC behaviour. On the other hand,
legitimacy may be compromised, and the taxpayers' desire
to obey the law may be undermined when formal
enforcement is poor (Slemrod, 2019). Consequently, future
studies should incorporate a more thorough investigation of
taxpayers' feelings regarding TC.

Our findings also suggested that fairness doesn’t have
an impact on TC. But fairness is not a straightforward idea
because various people may have different ideas of what is
fair; this concept has multiple dimensions (Mei Tan & Chin-
Fatt, 2000).

Despite the lack of clear proof, fairness is still a
significant aspect that cannot be disregarded when
discussing TC. The policymaker should also implement
measures to improve the public's perceptions of fairness and
attitudes toward TC, such as to lessen taxpayers' confusion
and misunderstanding of the tax system (Mei Tan & Chin-
Fatt, 2000).

The study has some limitations. First, the study is cross-
sectional, and the analysis aims to track behaviour based on
a specific moment. Thus, further research might focus on
changing TC over time. Therefore, a longitudinal study
might be used to provide a more thorough understanding of
TC behaviour.

Furthermore, the data was obtained based on a
quantitative questionnaire, which implies that the analysis
has limited the respondent’s ability to express their thoughts
and ideas on the matter thoroughly. In addition, individuals
may have responded somewhat differently than regularly, as
this could have made them feel they were providing
sensitive information (Alshira’j & Abdul-Jabbar, 2020),
thus, leading toward biased answers. Future studies may
employ qualitative approaches, such as focus groups or
interviews with a sample population of Generation Z and
Millennials, to complement the quantitative findings.

Also, even if the convenience sampling technique could
be perceived as the weakest non-probability sampling
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