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Makalah ini mengeksplorasi peran penting kepercayaan dan transparansi dalam
meningkatkan kepatuhan dan kerja sama dalam operasi bea cukai. Dengan menggunakan
kerangka konseptual untuk kepercayaan institusional, studi ini menyelidiki bagaimana
otoritas bea cukai dapat membangun kepercayaan melalui kompetensi, integritas, dan
keadilan. Selain itu, makalah ini mengkaji dampak baik kepercayaan maupun transparansi
terhadap kepatuhan dan kerja sama di antara para pemangku kepentingan, dengan mengacu
pada literatur yang ada yang mendukung hubungan tersebut. Melalui kombinasi tinjauan
pustaka dan studi kasus, penelitian ini bertujuan untuk mengidentifikasi faktor-faktor kunci
yang mempengaruhi kepercayaan dan transparansi dalam operasi bea cukai serta
mengusulkan strategi bagi administrasi bea cukai untuk membina lingkungan perdagangan
yang lebih kolaboratif dan patuh. Temuan-temuan ini akan memberikan wawasan yang
berharga bagi pembuat kebijakan dan otoritas bea cukai dalam menerapkan praktik-praktik
yang meningkatkan kepercayaan dan transparansi, yang pada akhirnya akan meningkatkan
kepatuhan dan efisiensi dalam operasi bea cukai.

This paper explores the critical role of trust and transparency in enhancing compliance and
cooperation within customs operations. Utilizing a conceptual framework for institutional trust,
the study investigates how customs authorities can build trust through competency, integrity
and fairness. Additionally, the paper examines the impact of both trust and transparency on
compliance and cooperation among stakeholders, drawing on existing literature that supports
these relationships. Through a combination of literature review and case studies, this research
aims to identify key factors that influence trust and transparency in customs operations and
propose strategies for customs administrations to foster a more collaborative and compliance
trade environment The findings will provide valuable insights for policymakers and
customs authorities in implementing practices that enhance trust and transparency,
ultimately leading to improved compliance and efficiency In customs operations.

1. INTRODUCTION
1.1. Background of Study
Customs operations are a crucial component of
international trade that serves as the gatekeepers to
ensure compliance with national and international
regulations

Effective customs administrative not only secures
borders and collects revenue but also promotes fair
trade practices and facilitates the smooth flow of
goods across borders (World Customs Organization,
2023). In recent years, the importance of trust and
transparency in customs operations has been
increasingly recognized as vital for achieving high
levels of compliance and cooperation from the trade
community. Trust in customs authorities can lead to
greater voluntary compliance while transparency
ensures that stakeholders are well-informed and
perceive the processes as fair and predictable
(Heinesson, 2016).

Despite the acknowledged importance of these
factors, many customs administrations continue to
face significant challenges in fostering trust and
transparency. Traditional customs operations often
lack the openness and stakeholder engagement
necessary to build trust, resulting in compliance issues,
reduced efficiency and strained relationships between
customs authorities and the trade community
(McLinden, Fanta, Widdowson, & Doyle, 2011). To
address these challenges, it is crucial to understand
the factors that influence trust and transparency and
to develop effective strategies to enhance these
aspects within customs operations (Deloitte, 2024).

1.2. Problem Formulation

The primary issue addressed in this study is the
gap between the current state of trust and
transparency in customs operations and the ideal
state where these factors are fully realized. This gap
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is characterized by a lack of transparent procedures,
insufficient stakeholder engagement and varying
levels of trust in customs authorities. The
consequences of this gap include non-compliance,
inefficiencies and a general mistrust between customs
authorities and the trade community. Bridging this
gap is critical for improving compliance and fostering
a collaborative environment in international trade.

1.3.Research Objectives

This research aims to explore the critical role of
trust and transparency in enhancing compliance and
cooperation within customs operations. The specific
objectives of this study are:

1. To investigate the impact of trust on compliance
within customs operations using a conceptual
framework for institutional trust.

2. To identify effective measures and initiatives
that enhance transparency and build trust in
customs operations based on existing literature
and empirical evidence

The findings of this study will provide valuable
insights for policymakers and customs authorities on
implementing practices that enhance trust and
transparency. By understanding the key factors that
influence trust and transparency in customs
operations, customs administrations can develop
strategies to foster a more collaborative and compliant
trade environment. Ultimately, this research aims to
contribute to the overall efficiency and effectiveness
of customs operations and leads to better compliance

outcomes and improved relationships between

customs authorities and the trade community

(McLindenetal., 2011; WCO, 2023).

2. LITERATURE REVIEW AND
HYPOTHESIS

2.1. Theoretical Framework

2.1.1.Conceptual Framework for Institutional

Trust and Transparency

The conceptual framework for institutional trust
and transparency derived from various studies on
organizational and institutional trust. Trust in
institutions such as customs authorities is typically
built on three (3) main factors: competence, integrity
and fairness.

1. Competence: Refers to the ability of the
institution to effectively perform its duties. In the
context of customs, this includes efficient
processing of goods, timely communication, and
enforcement of regulations (Mayer, Davis, &
Schoorman, 1995). Customs authorities must
demonstrate competence to foster confidence
among stakeholders.

2. Integrity: Reflects the perception that the
institution adheres to ethical standards and
operates transparently. This can be achieved
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through  accountability = mechanisms and
transparent operations (Mayer et al., 1995). In
customs operations, perceived integrity helps
traders trust that their interactions will be
conducted fairly.

3. Fairness: Refers to the belief that the institution
treats all stakeholders equitably. This is critical
in customs, where fair treatment of traders,
regardless of their size or influence, ensures
cooperation.  Transparent decision-making
processes and equal treatment of all traders are
key to achieving fairness (Tyler & Huo, 2002).

By enhancing these three factors, customs
authorities can build a high level of institutional trust
and leads to higher compliance rates. This framework
helps to explain why trust in customs authorities is
crucial for achieving compliance and cooperation from
the trade community.

Figure 1: Institutional Trust and Transparency
Framework
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Figure 1: The framework illustrates how institutional
trust and how transparency influences compliance and
cooperation from stakeholders

2.1.2.The Relationship Between Transparency and
Trust

Transparency is widely recognized as a key
factor in building trust within institutions. When
institutions are transparent about their processes,
decision-making and operations, stakeholders are
more likely to trust them. This relationship is
supported by several key concepts:

1. Procedural Transparency: Providing clear
and accessible information about procedures
and requirement. In customs operations, this
means that traders have all the necessary
information to comply with regulations without
ambiguity (OECD, 2019).

2. Operational Transparency: Offering visibility
into the decision-making processes and criteria
used by customs authorities. This can include
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publishing guidelines, criteria for inspections
and how decisions are made (WCO, 2019).

3. Accountability Transparency: Establishing
mechanisms for holding customs officials
accountable for their actions. This could involve
clear channels for complaints, regular audits and
publication of performance metrics (WCO,
2019).

Through these dimensions, customs authorities
can ensure that their operations are transparent,
leading to increased trust and consequently improved
compliance and cooperation from the trade
community.

Numerous studies have explored the role of trust
in enhancing compliance across various domains,
including taxation, law enforcement, and customs. For
example, Kirchler, Hoelzl, and Wahl (2008) propose
the Slippery Slope Framework (SSF), which suggests
that an optimal balance between trust and power is
essential for achieving high levels of compliance. Trust
fosters voluntary compliance, while power ensures
enforced compliance when necessary. This
framework is highly relevant to customs operations,
where trust can reduce the need for coercive
measures and punitive enforcement.

In customs compliance, studies by Alm and
Torgler (2011) highlight that trust in customs
authorities is a critical determinant of compliance
behavior among traders. When traders believe that
customs officials are competent and fair, they are more
likely to comply with regulations willingly. This
reduces the need for enforcement actions and creates
a more efficient operational environment.

While existing research provides valuable
insights into the importance of trust and
transparency, there are notable gaps in the literature.
There is limited empirical evidence on the specific
measures that can enhance trust and transparency in
customs operations. While some research has focused
on the role of trust in taxation systems (Bobek &
Hatfield, 2003), few studies have empirically examined
the dynamics of trust and transparency in customs.

Further, case studies are needed to examine the
impact of trust and transparency initiatives in diverse
customs environments. The  context-specific
challenges faced by customs authorities, particularly
in developing nations, warrant deeper investigation.
Understanding how trust-building mechanisms work
in different customs operations is critical to
developing practical recommendations for improving
compliance.

Recent developments suggest a growing
interest in understanding the interplay between
trust, transparency, and compliance in customs.
Bauhr and Carlitz (2021) emphasized the importance
of technology in fostering transparency, particularly
the wuse of digital platforms to streamline
communication and enhance visibility. For example,

blockchain technology offers a way to ensure real -
time, tamper-proof records of customs transactions,
which  can  significantly  boost  operational
transparency (Christensen & Laegreid, 2020).

These emerging technologies provide new
opportunities for customs authorities to engage
stakeholders more effectively and increase trust.
Stakeholder engagement strategies have been shown
to improve compliance by making traders feel more
involved in the process and giving them greater
confidence in the system (Harrison, 2019). However,
there remains a gap in understanding how these
strategies work in practice and what their long-term
impact might be on compliance.

Studies like those by Bobek and Hatfield (2003)
and Gangl et al. (2015) have highlighted the
importance of procedural fairness in fostering
compliance. Transparent procedures ensure that
traders understand the rules and perceive the system
as fair. This reduces uncertainty and increases
compliance rates. McLoughlin and Boll (2021) further
emphasize the role of transparency in building trust
within public institutions. These findings underscore
the relevance of transparency in achieving
compliance and highlight the need for further research
in the customs context.

The future of customs operations lies in a more
comprehensive understanding of how trust and
transparency can be leveraged to improve compliance.
Future research could explore specific mechanisms,
such as stakeholder engagement and digital
transparency tools, that customs authorities can use
to foster trust. By integrating these mechanisms into
operations, customs authorities could improve
efficiency, reduce non-compliance, and create a more
collaborative environment with stakeholders.

2.2.Hypotheses Development

Based on the theoretical framework and literature
review, the following hypotheses are proposed:

H1: Higher levels of institutional trust in customs
authorities are positively associated with
greater compliance among traders.

H2: Increased transparency in customs operations is
positively associated with greater compliance
and cooperation among traders.

3. RESEARCH METHODOLOGY

This section describes the methods and
techniques used to investigate the relationship
between institutional trust and transparency and
compliance in customs operations. By following a
systematic approach, this research aims to provide
scientifically valid and reliable findings that
contribute to the understanding of how trust and
transparency can be enhanced in customs
administrations. While this paper primarily focuses on
theoretical and conceptual exploration, the proposed
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methodology reflects how the research could be
conducted in a real-world study.

3.1. Type of Research

This study employs a quantitative research
method to obtain a comprehensive understanding of
the research problem. Quantitative research is well-
suited for testing hypotheses and providing statistical
analysis of the data (Ghanad, 2023).

3.2.Research Design

The research design 1is explanatory and
descriptive. The explanatory aspect seeks to
understand the cause-and-effect relationship between
institutional trust, transparency and compliance. The
descriptive aspect aims to provide a detailed account
of current practices, perceptions and experiences
related to trust and transparency in customs
operations.

3.3.Population and Sample

The population for this study includes all
stakeholders involved in customs operations
including customs officials, traders and other related
parties. The sample is selected using stratified random
sampling to ensure representation from different
stakeholder groups (Robbi et al.,, 2024). The sample
size of approximately 200 participants is selected to
ensure sufficient statistical power and practical
feasibility. A balance between customs officials (100
participants) and traders (100 participants) ensures
that both perspectives are adequately represented.
The sample size is determined based on the need for
statistical power and practical considerations. This
size is supported by the sample size determination
formula provided by Krejcie and Morgan (1970) which
is widely used in social science research. According to
their table for determining sample size, a population
of around 200 stakeholders (customs officials and
traders combined) is adequate to achieve a
representative sample for a population of up to 5000
with a 95% confidence level and a margin of error of
5%.

Population: Customs officials, traders, and other
stakeholders involved in customs operations.

Sample Size: Approximately 200 participants, with
100 customs officials and 100 traders.

Sampling Method: Stratified random sampling

3.4.Data Collection Techniques and Instruments

Data collection involves primary sources through
structured questionnaires.

Surveys: Structured questionnaires are developed to
capture quantitative data on trust, transparency and
compliance. The questionnaires include Likert-scale
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questions to measure participants’' perceptions and
experiences. The surveys offer several benefits that
includes cost-effectiveness, speed of data collection
and the ability to easily manage and analyze large
datasets (Dillman, Smyth & Christian, 2014).

See Appendix 1

This section describes how the variables would be
measured conducted using hypothetical data to
demonstrate the application of statistical tools in future

empirical research.

3.5.Measurement and Operational Definition of

Variables
i. Institutional Trust: Measured using a
composite index based on respondents'

perceptions of competence, integrity and fairness
of customs authorities.

ii. Transparency: Measured through indicators of

procedural, operational and accountability
transparency.

iii. Compliance: Measured by the reported
frequency of compliance with customs

regulations and willingness to cooperate with
customs authorities.

3.6.Data Analysis Procedures

i. Descriptive Statistics: Descriptive statistics,
generated using SPSS, provide a summary of the
basic features of the data, including key metrics
such as mean, median, mode, and standard
deviation. These metrics describe the central
tendencies and variability in the data for
institutional trust, transparency, and compliance.

ii. Correlation Analysis: Pearson’s correlation
coefficient is computed using SPSS to examine the
relationships  between institutional trust,
transparency, and compliance. This analysis
helped assess the strength and direction of the
relationships between variables, such as the
correlation between competence and compliance
or transparency and compliance.

ili. Regression Analysis: Multiple regression
analysis is performed in SPSS to test the

hypotheses and determine the impact of
institutional trust and transparency on
compliance.  The  independent  variables

(competence, integrity, fairness, and various
dimensions of transparency) are regressed on the
dependent variable (compliance). The regression
model provided insights into which factors are
the strongest predictors of compliance behavior.

Jurnal BPPK Volume 17 Nomor 3, 2024

213



ENGAGING THE TRADE COMMUNITY: BUILDING TRUST AND TRANSPARENCY IN CUSTOMS OPERATIONS

Farah Nor Aishah Rosli

4. RESULTS AND FINDINGS
4.1.Findings

This section provides an illustrative analysis based
on hypothetical data to demonstrate the potential
application of statistical tools and the relationships
between institutional trust, transparency, and
compliance.

4.1.1.Descriptive Statistics

The descriptive statistics provide an overview of
the respondents' perceptions of competence, integrity,
fairness and transparency among customs
authorities. Table 2 summarizes the key des criptive
statistics, including the mean, median, mode, standard
deviation and frequency percentages for each variable
(Field, 2013).

Table 2: Descriptive Statistics of Survey Responses

in Appendix 2 presents the Pearson correlation
coefficients between the variables.

From the Table 3 in Appendix 2, the correlation
matrix shows strong positive correlations between
institutional trust components (competence, integrity,
fairness) and compliance. For instance, the correlation
between competence and compliance is 0.70,
indicating a strong positive relationship. Similarly,
transparency measures also show significant positive
correlations with compliance, with procedural
transparency (0.65) and accountability transparency
(0.66) being particularly noteworthy. These results
suggest that both trust and transparency are crucial
for achieving high levels of compliance (Mayer et al.,
1995; OECD, 2019).

4.1.3.Regression Analysis
The regression analysis tests the hypotheses to

determine the impact of institutional trust and
transparency on compliance. Multiple regression

analysis is employed to assess the relative
contribution of each independent variable
(competence,  integrity, fairness, procedural
transparency,  operational  transparency  and
accountability transparency) to the dependent

variable (compliance). This statistical method is
chosen because it allows for the examination of the
relationship between multiple independent variables
and a single dependent variable while controlling
for the influence of other variables (Field, 2013).
Table 4 presents the results of the multiple
regression analysis, including coefficients, standard
errors, t-values, and p-values.

Table 4: Regression Analysis Results

Variable | Mean | Median | Mode Stal}da!rd Frequen
Deviation cy
(%)

Competence 4.2 4 4 0.8 -

[ntegrity 3.8 4 4 0.9 -

Fairness 3.9 4 4 0.7 -

Procedural 3.7 4 4 0.6 i

Transparency

Operational 35 3 3 0.8 i

Transparency

IAccountability 36 35 4 0.9 )

Transparency

Compliance 4.1 4 4 0.5 -

The data shows that respondents generally
perceive customs authorities as competent and fair,
with a slightly lower perception of procedural
transparency. The overall compliance levels are
relatively high. The mean scores for competence (4.2)
and fairness (3.9) suggest that these are strong areas
for customs authorities (Mayer et al., 1995; Tyler &
Huo, 2002). However, procedural transparency (mean
of 3.7) and operational transparency (mean of 3.5)
indicate areas where improvements could be made.

4.1.2.Correlation Analysis

The correlation analysis examines the
relationships between institutional trust,
transparency and compliance. Pearson correlation
coefficients were used to measure the strength and
direction of these relationships (Field, 2013). Table 3

Variable Coefficient ZDUE t- | p-value
Error
value

Competence 0.25 0.05 <0.001
Integrity 0.3 0.06 <0.001
Fairness 0.2 0.04 5 <0.001
Procedural 0.15 0.04 | 3.75 | <0.001
Transparency
Operational 0.1 003 | 3.33 | <0.001
Transparency
Accountability | 1 g 005 | 3.6 | <0.001
Transparency
Constant 1.5 0.25 6 <0.001

The regression results indicate that all

components of institutional trust and transparency
significantly predict compliance. The coefficients for
competence (0.25), integrity (0.30), and fairness
(0.20) are particularly high, indicating that these
factors have a strong influence on compliance
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behavior. The significant p-values (<0.001) confirm
the reliability of these predictors. Transparency
measures also significantly contribute to compliance
with  procedural transparency (0.15) and
accountability transparency (0.18) showing notable
impacts.

4.2.Discussion

The high mean scores for competence and
fairness suggest that customs authorities are
perceived positively in these areas which could
enhance compliance. However, the lower scores for
procedural and operational transparency highlight
areas needing improvement. The strong positive
correlations between institutional trust components
and compliance underscore the importance of
building trust through competence, integrity and
fairness. Significant correlations between
transparency measures and compliance suggest that
clear and accountable processes are crucial for
fostering compliance. The regression analysis further
confirms the critical role of competence, integrity and
fairness in influencing compliance with significant
regression  coefficients for these variables.
Additionally, the positive impact of procedural and
accountability transparency on compliance highlights
the need for customs authorities to focus on
transparent and accountable practices.

The findings align with previous research such as
Kirchler et al., (2008) which emphasized the balance
between trust and power for achieving compliance.
The positive relationship between transparency and
compliance is also consistent with studies by Bobek
and Hatfield (2003) and Gangl et al., (2015). This study
adds empirical evidence to the limited literature on
specific measures to enhance trust and transparency
in customs operations, providing new insights into
the importance of procedural and accountability
transparency.

The findings suggest that customs authorities
should invest in training and resources to enhance
competence, implement ethical standards to foster
integrity and adopt transparent decision-making
processes to ensure fairness. Additionally, providing
clear and accessible information about procedures
and establishing robust accountability mechanisms
are crucial for improving compliance.

The study's limitations include the sample size
and potential biases in survey responses. Future
research should consider larger samples and different
contexts to validate the findings. Future studies could
explore the impact of specific transparency initiatives
on compliance and examine the role of trust and
transparency in other regulatory domains.

5. CONCLUSIONS
5.1. Conclusion

The conclusion addresses the research problem
by summarizing the key findings and their
implications. This study explored the relationship
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between institutional trust, transparency and
compliance among customs authorities. The findings
indicate that competence, integrity, and fairness
significantly influence compliance, highlighting the
critical role of institutional trust. Additionally,
transparency, particularly procedural and
accountability transparency also significantly impacts
compliance, emphasizing the need for clear and
accountable processes within customs operations.

The study contributes to the existing literature by
providing empirical evidence on the importance of
trust and transparency in enhancing compliance in
customs operations. It fills a gap in the literature by
examining specific measures that can improve trust
and transparency. However, the study is limited by its
sample size and potential biases in survey responses.
Future research should consider larger and more
diverse samples to validate these findings further.

5.2. Recommendation

Based on the conclusions, the following
recommendations are proposed:
a. Operational Improvements: Customs

authorities should invest in training and
resources to enhance their competence. This
includes regular professional development and
the adoption of best practices to improve
operational efficiency.

b. Ethical Standards and Integrity:
Implementing robust ethical standards and
accountability mechanisms is crucial for
fostering integrity within customs operations.
This can be achieved through transparent
processes and regular audits to ensure
adherence to ethical guidelines.

c. Transparent Decision-Making: Customs
authorities should adopt transparent decision-
making processes to ensure fairness. This
involves providing clear and accessible
information about customs procedures and
criteria for inspections, making the decision-
making process more predictable and fairer for
all stakeholders.

d. Enhancing Procedural and Accountability
Transparency: To improve compliance, it is
essential to enhance procedural transparency by
making information about customs procedures
easily accessible and understandable.
Additionally, establishing robust accountability
mechanisms, such as clear channels for
complaints and regular performance audits will
help build trust among stakeholders.

e. Policy Recommendations: Policymakers
should consider these findings when developing
policies aimed at improving customs operations.
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Policies should focus on enhancing institutional
trust and transparency to foster better
compliance and cooperation from the trade
community.

2) Future Research: Academics and researchers
should continue exploring the impact of trust
and transparency on compliance in various
regulatory domains. Future studies could focus
on specific transparency initiatives and their
effectiveness in different contexts, contributing
to a more comprehensive understanding of these
factors.

By implementing these recommendations,
customs authorities can build stronger institutional
trust and transparency, leading to improved
compliance and cooperation from the trade
community. These efforts will ultimately enhance the
efficiency and effectiveness of customs operations,
benefiting both the authorities and the stakeholders
they serve.
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APPENDIX I

Table 1: Survey Instrument

Age Open-ended
Gender Male ( ) Female ( )
Role Customs Officer ( ) Trader ( )
Other ()
Years of Lessthan 1 year( ) 1-3years( )
Experience 3-5years ( ) 5 years above ( )
Strongly | Disagree | N eutral | Agree Strongly
Disagree Agree
|mstitutional Tewst ]
Customs authorities efficiently process
goods. 1 2 3 4 5
Competence Customs authorities provide timely
communication. 1 2 3 4 5
Customs authorities enforce
regulations effectively. 1 2 3 4 5
Customs authorities adhere to ethical
Integrity standards. 1 2 3 4 5
Customs authorities are honest in their
operations. 1 2 3 4 5
Customs authorities treat all
. stakeholders equally. 1 2 3 4 5
Fairness . :
Customs authorities make fair
decisions. 1 2 3 4 5

Information about customs procedures
is clear and accessible. 1 2 3 4 5
Procedural
Transparency | 1radershave all the necessary
information to comply with regulations 1 2 3 4 5
without ambiguity.
Decision-making processes of customs 1 2 3 4 5
Operational | aythorities are visible.
Transparency | Criteria for inspections are published 1 5 3 4 5
and accessible.
Accountability | There are clear channels for filing 1 2 3 4 5
Transparency | complaints against customs officials.
Customs authorities regularly audit
their performance. 1 2 3 4 5
Performance metrics of customs
authorities are published. 1 2 3 4 5
How often do you comply with
customs regulations? 1 2 3 4 5
How willing are you to cooperate with
customs authorities? 1 2 3 4 5
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APPENDIX II

ENGAGING THE TRADE COMMUNITY: BUILDING TRUST AND TRANSPARENCY IN CUSTOMS OPERATIONS

Table 3: Correlation Matrix

Farah Nor Aishah Rosli

Competence 1.00 0.65 0.60 0.50 0.45 0.55 0.70
Integrity 0.65 1.00 0.68 0.55 0.50 0.58 0.72
Fairness 0.60 0.68 1.00 0.53 0.48 0.57 0.68
Procedural 0.50 0.55 0.53 1.00 0.60 0.65 0.65
Transparency

Operational 0.45 0.50 0.48 0.60 1.00 0.63 0.60
Transparency

Accountability |, o 0.58 0.57 0.65 0.63 1.00 0.66
Transparency

Compliance 0.70 0.72 0.68 0.65 0.60 0.66 1.00
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