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Abstract. Complying with tax laws and regulations that are constantly changing is a challenge. Tax authorities provide
clarification and advice and implement innovations such as e-filling to encourage businesses to pay their taxes on time
and in full. Taxes lead to the withdrawal of part of the company's income for the benefit of the state. Therefore, many
subjective and objective factors influence their payment process. This study aimed to examine factors affecting tax
compliance by small and medium enterprises in Indonesia. This study uses quantitative research methodology,
specifically survey methods. In distributing questionnaires to 384 respondents, 205 sample questionnaires were
declared €ligible to continue in this study. The data analysis method is structural equation modelling with partial least
sgquares (SEM-PLS). The results of this study show that tax knowledge and knowledge of e-filling have a positive and
significant effect on tax compliance. Instead, tax fairness has a negative and significant impact on tax compliance.
However, the effect of the perception of corruption variable on tax compliance is rather insignificant; that is, this factor
does not have a negative impact. Perception of corruption as a moderating variable has a dlightly negative effect on the
relationship between tax knowledge, knowledge of e-filling, tax fairness and tax compliance. The study results help
better understand taxpayers behaviour in their desire to pay taxes per the law. When changing taxation rules or
introducing new tax collection methods, the government must consider factors that influence taxpayers behaviour.
Theinfluence of some such factors was investigated in this study. In addition, it is worth fighting corruption in the tax
system because it can reduce small and medium-sized enterprises’ willingness to follow the law in the field of taxes.
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Finance & Taxation
3a donomoeoio yacmkosux Haumenwux xkeaopamis (SEM-PLS). Pesynomamu 0ocniodcents noxkazyioms, w0 3HAHH:
ONOOAMKYBAHHS MA 3HAHHS eIeKMPOHHO20 OeKIAPY8AHHs MAlOMb NO3UMUGHUN | 3HAYHUL 6NAUE HA OOMPUMAHHS
no0amK08020 3axkonooascmea. Hamomicmos cnpagediusicms 0noOamKy8aHHs MA€ He2amueHull i 3HAYHUL 6NIUE HA
0OMPUMAHHA NOO0AMK08020 3aKoHO0Oagcmeda. (OOHAK, 6NAUE 3MIHHOI CHpUHAMMA KOPYnyii HA OOMPUMAHHSA
NOOAMK0B020 3AKOHOOABCMBA € OOCUMb HE3HAUHUM; MOOMO yel (pakxmop He MAe Cepio3H020 He2amusHO20 GNIUGY.
Cnputinamms Kopynyii AK mMo0epyioua 3MiHHA MA€E He3HAYHUL He2amuHUll 8NIUE HA B3AEMO38’ A30K MIXHC 3HAHHAM
ONOOAMKY8aHHsl, eNeKMPOHHO20 OeKLAPYEAHHS, CHpABeOIUBICMIO ONOOAMKYS8AHHS MA OOMPUMAHHAM NOOAMKOBO20
3axkonodascmea. Pesynemamu Oocnidsicenns donomazaioms Kpauje 3po3ymimu nOGeOIiHKY HAAMHUKIE NOOAMKIE Y
NpasHenHi cnaayyeamu noo0amku 6i0N0GiOHO 00 3aKOHY. 3MIHIOIOYU NPABUIA ONOOAMKYEAHHS AO0 3aNpo8adNCYIOYU
HOBI Memoou 300py nOOAmKi6, NHOOAMKOSL OPeaHU NOGUHHI 8PAX08YEaAMU (QaKmopu, SKI GNIUSAIOMb HA NOBEOIHKY
niamHuKie nodamkie. Bniue deskux maxux gpaxmopis Oyno poskpumo y yvomy oocniodxcenui. Kpim moeo, eapmo
bopomucs 3 Kopynyiclo 6 NOoOamKoSi cucmemi, OCKIIbKU GOHA MOJCe 3HUUMU OAdNCaHHA MAMuX i cepeoHix

nionpuemMcme 0OMpUMy8amucs 3aKoHy y cghepi ono0amKyeamnHsi.

Knrouosi cnoea:

BHAHHA  NOOAMKOB0O20 3aKOH0()CZBCI1’l6a,

3HAHHA  €1eKmMpPOHHO20 demapysaHHﬂ, noo0amrkosea

CHpageougicmy, CnputiHAMMmMs Kopynyii, 00mpUMAanHsa no0amKo8020 3aKOH00A8CMEA.

INTRODUCTION

Taxation refers to the financial obligations placed
by a nation on its citizens following established laws and
regulations. These obligations are non-negotiable and
cannot be offset or reimbursed. The government's funds
collected through taxation are directly allocated and
utilized to meet its financial needs, Sari (2013). The tax
serves two primary functions, specifically budgetary and
regulatory. The purpose of taxation is to sustain and
enhance the pace of economic expansion while bolstering
government income. Hence, it is imperative for the
Directorate General of Taxes (Indonesia) to consistently
augment tax revenues from the tax sector under the
escalating demands for development finance.

Taxation has emerged as a fundamental pillar of the
nation, owing to its significant contribution to its well-
being and functioning. In 2019, tax revenue accounted for
82.5 per cent of the overal state revenue (Nurisdiyanto,
2020). The government necessitates this contribution to
facilitate the functioning of governmental operations and
ensure the provision of essentia public services. The rate
of development will increase proportionaly with the
accumulation of contributions. Regrettably, the degree of
public consciousness and adherence to tax payment
remains well below anticipated standards.

As per the Organisation for Economic Cooperation
and Development, the tax ratio is a significant measure in
assessing a country's tax revenue success. The tax ratio
can indicate the extent to which tax compliance is
observed in the country. Nevertheless, Indonesia has
encountered challenges in achieving optima tax
collection. According to the Organisation for Economic
Cooperation and Development (OECD), Indonesia
exhibits comparatively lower tax efficiency than severa
G20 and ASEAN member nations. The factors
contributing to this phenomenon include:

Suboptimal adherence;
The quantity of tax exemptions;
The magnitude of tax incentives extended.

The relatively low tax ratio indicates a need for more
tax understanding and compliance, particularly in
contributing to national growth. The degree of tax
compliance in  Indonesia is relatively low.
The compliance ratio is a measure that assesses the

degree to which taxpayers conform to the obligation of
submitting Annual Tax Reports for Personal and Entity
Income Taxes concerning the overall count of registered
taxpayers within a designated period.

Based on statistics provided by the World Bank
(2021), it is evident that the degree of tax compliance
exhibited by small and medium-sized firms (SMEs) is
considerably deficient, with an estimated rate of roughly
15%. Zan (2008) posits that Tax Compliance
encompasses not only the technical challenges associated
with collection methods, audit techniques, tax
investigations, and sanction application but aso the
voluntary adherence of taxpayers to regulations and tax
laws. Based on a brief argument, there appear to be many
problems with the level of tax compliance in SMEs and
what causes the low tax compliance. The reasons that
taxpayers are less compliant are as follows: according to
Ariyanti (2017), people still need to be compliant in
paying taxes because filing an Annua Income Report
Tax is considered complicated. Tommy (2021) states that
SMES ahility to do bookkeeping and tax administration is
still lacking. In addition, many micro-scale businesses do
not understand financial statements and taxation, so the
contribution of SMEs to taxesis still low. Loo (2016) and
Loo et a. (2014) suggested that tax knowledge is the
primary determinant of taxpayers' compliance behaviour
within the self-assessment system. Based on Bird's (2014)
argument, it is argued that the influence of tax
knowledge, which includes general information, legal
knowledge, and technica knowledge, on the tax
compliance behaviour of small and medium-sized firms
(SMEs) is not significant. The elevated tax rates imposed
on small and medium enterprises (SMEs) in Nigeria have
resulted in taxpayer noncompliance, leading to a
significant migration of SMEs from the formal sector to
the informal sector (Atowadi & Ojeka, 2012). Recently, a
case of tax officials was named as a suspect in
committing gratification and money laundering in tax
audits through a tax consulting company, Tempo, CNN,
(2023). This case affects public trust in the government in
managing taxes as a source of state revenue. With the
decline in public trust, there is a risk of decreasing tax
compliance. The Slippery Slope Theory posits that trust
in the government is a significant determinant of taxpayer
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compliance. According to Kirchler et a. (2008),
confidence in government refers to a prevailing viewpoint
among people or social collectives regarding the
satisfactory performance of the government, particularly
tax officias, in fulfilling their responsibilities. Based on
the Slippery Slope Theory, tax compliance will increase
when taxpayers trust the government.

From the statement about the causes of why taxpayers
are less compliant, it can be concluded that there is public
distrust of the government in tax management, alack of a
sense of tax justice and knowledge of e-filling (filling out
digital tax forms online) and the lack of taxpayer
knowledge, besides other opinions say tax compliance is
not caused by a lack of tax knowledge but due to other
factors. Given the presence of divergent viewpoints and
discrepancies in tax compliance among small and
medium-sized enterprises (SMEs), it is imperative to
undertake additional studies to address these concerns.

THEORETICAL BACKGROUND

Theory of Planned Behavior

The Theory of Planned Behavior (TPB), proposed
by Icek Ajzen, expands the Theory of Reasoned Action
(TRA) by emphasising the significance of intention as the
primary driver of behaviour. The Theory of Planned
Behaviour (TPB) posits that people's action is determined
by their intention to engage in a certain way of behaving.

The expression of an individual's intention to partake
in specific behaviours is contingent upon three
fundamental factors, namely:

a) Behavioura beliefs refer to the individual's own
beliefs regarding the outcomes of their activity and their
evaluation of these outcomes, including the strength of
these beliefs and the eva uation of the outcomes.

b) Normative beliefs refer to individuals beliefs
regarding the prescriptive prospect held by others and
their internal motivations to conform to these
expectations. This construct is usually referred to as
normative beliefs and incentives to obey.

¢) Control beliefs pertain to the persona beliefs held
by individuals regarding the existence of elements that
either assist or impede the expression of specific
behaviours, also known as control beliefs, as well as their
assessments of the extent to which these factors influence
their perceived efficacy. Potential barriers may occur
when individuas exhibit certain behaviours, which can
originate from internal and external sources.

Slippery Slope Theory

Slippery Slope Theory states that trust in the authority
and power of the authority will cause taxpayers to comply
with the authority or government (Kirchler et al., 2008).
The successful reduction of taxpayer non-compliance can
be achieved by a combination of faith in the tax authority
and the authority's capacity. Socia-psychological
variables, such as trust in the government, tend to
influence voluntary tax compliance, while deterrence
variables, such as tax fines, tend to influence enforced tax
compliance. Taxpayer trust arises when there is
transparency and accountability in the government's
organisation of the tax process (Wahl et a., 2010).

Meanwhile, tax authorities will be considered to have
power by taxpayers if there is a good and firm system in
the tax process (Prinz et al., 2014).

Technology Acceptance M odel

This theory represents one of the models employed
for analysing and predicting elements that may impact the
user's adoption of an information system. According to
Fred Davis, the Technology Acceptance Model (TAM) is
a system tilisation and information technology
by individuals and is influenced by two factors, namely
perceived usefulness and perceived ease of use. Perceived
usefulness pertains to an individua's degree of belief in
the capacity of particular information systems to enhance
performance. In contrast, perceived ease of use denotes
individual confidence in utilising information systems
without significant exertion (Davis, 1989). Both can
directly influence the behaviour of using technology.

With the existence of eregistration, e-filling, and
e-billing at the Directorate General of Taxes, information
technology is expected to provide benefits and
convenience for taxpayers to increase the efficiency and
effectiveness of their tax activities. Thus, the level of
taxpayer compliance is expected to increase
Furthermore, researchers use this theory to answer
research questions about using systems and information
technology in taxation.

Tax Compliance

Brown and Mazur (2003) propose a conceptual
framework wherein tax compliance is categorised into
three levels: filing, reporting, and payment. Filing
compliance pertains to the percentage of individuals or
entities registered as taxpayers and then fulfilling their
obligation to submit tax returns. The three compliance
segments exhibit a mutually exclusive association,
whereas a corporation's filing compliance does not
inherently indicate its reporting and payment compliance
adherence. A potential scenario that can be observed
within the three segments is a reciproca and
simultaneous relationship wherein the return is submitted
within the designated timeframe, all revenue is accurately
reported, and taxes are duly settled. An dternative
perspective about the interplay of the components is that
timely filing of forms and accurate income reporting may
occur, although full payment of taxes may not be made.
Itis important to note that complete reporting does not
necessarily equate to complete payment. The sole
potential incongruity within the relationship would arise
if taxes were remitted in their entirety, although income
was not duly declared or tax returns were neglected to be
filed. Based on the elements of tax compliance above, the
comprehensive assessment of complete tax compliance
can only be attained by aggregating the level of
compliance attained for each of the three components
above. Nevertheless, the summation procedure is
contingent upon the specific definition of compliance
within a given setting. Tax compliance is commonly
referred to as a continuous variable in the existing body
of literature.
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Tax Knowledge

Contextual knowledge is divided into procedural
(formal) knowledge and lawful knowledge.

According to Tallaha, Zaleha Abdul Shukor, and
Hassan (2014), a distinction exists between procedural
and legal (lawful) tax knowledge. The procedural context
encompasses examining the requisite information, skills,
and resources necessary to engage with tax authorities
and ensure the proper organisation of tax records.
Thelegal framework encompasses the comprehension of
taxation procedures.

Taxpayers must possess a  comprehensive
understanding and appropriate awareness of tax procedures
and the need to comply with tax regulations in their
respective nations (Bornman & Ramutumbu, 2019). Tax
compliance refers to understanding and adhering to the
regulations governing the timely submission of tax returns
and providing necessary information to the relevant tax
authorities. Oladipupo and Obazee (2016) assert that
procedura  knowledge encompasses a comprehensive
comprehension of tax systems and processes and a
familiarity with tax obligations. Additionaly, it involves
the ability to discern when an individua will be tax-
compliant and adhere to prescribed dates.

Knowledge of E-Filling

According to Muturi (2015), €electronic tax filing, or
e-ffiling, refers to the digital submission of tax papers or
tax returns via the Internet, typicaly eliminating the
requirement for physical paper returns. Electronic tax
filing was initialy introduced in other countries like the
US. The Internal Revenue Service (IRS) implemented a
system alowing taxpayers to electronically file their tax
returns specifically to receive tax refunds (Muita, 2011).
The primary objective of tax reforms in numerous nations
is to enhance volunteer fulfilment. One potentia strategy
for achieving this goal involves adopting and utilising a
electronic file system (Cuccia, 2013).

E-Filing is a digital platform that facilitates the
electronic submission of personal and agency tax returns
to the Directorate General of Tax. This service utilisesthe
internet web and is accessed by an Application Service
Provider or similar providers. Consequently, taxpayers
are relieved from the burden of printing all report forms.
The Directorate General of Tax established the initia
regulation for submitting SPT via electronics filing
services through Decision KEP-05/PJ./2005. This
decision pertains explicitly to the procedura guidelines
for sending an E-Notification Letter through an
Application Service Provider Company (ASP).

The primary impetus lies in the need to align the
progress of information technology and enhance the
provision of services to ratepayers. The Directorate
General of Taxes has implemented steps to streamline the
process of submitting annual tax returns to make it easier
for taxpayers to access the link or Tax E-Filing. Wasao
(2014) defines an electronic tax system as a digital stage
that facilitates taxpayer access to tax services over the
Internet. These services include obtaining a tax identity
number, submitting tax returns, and applying for a
payment and compliance certificate.

Tax Fairness

Musgrave (1989) delineates that tax equity can be
classified into two primary perspectives. the principle of
benefit and the principle of ability to pay. The notion of the
benefit principle relates to a tax framework that is
considered fair when the amount of taxes paid by individuas
is proportionate to the advantages they receive from public
services provided by the government. The ability-to-pay
principle is a tax system that focuses solely on taxation,
irrespective of expenditure. Under this theory, individuals
are required to contribute to government expenses based on
their various capacitiesto pay.

According to Thomas (2012), tax fairness is a crucia
element in the composition of an effective tax system.
Tax fairness is widely recognized as a primary factor
influencing tax compliance (Jackson & Milliron, 1986).
In the report of Chau and Leung (2009), there is a
prevalent belief among tax administrators and taxpayers
that the primary factor contributing to the rise in tax
disobedience is the increment of discontent with the
perceived justice of the tax system. Tax fairness can be
understood as having two main components. The first
component pertains to the fairness of the economic
transactions and the interest earned in exchange for the
taxes paid. The second component relates to the fairness
of the ratepayers burden compared to other ratepayers.
This case includes the taxpayers perception of both
vertical fairness (fairness about their income level) and
horizontal fairness (fairness about other taxpayers) in the
tax laws (Jackson & Milliron, 1986). Furthermore, the
fair tax system is predicated upon three fundamental
components, specifically: the nation's legitimacy, the
incentivization of ratepayers to obey their tax obligations,
and the efficacy of the tax administration (Ajaz
& Ahmad, 2010). According to prior research conducted
by Ulbig (2002) and Samuel & Dieu (2014), it has been
found that the perception of fairness within tax
departments and governmental procedures plays a crucial
role in fostering trust within the community. This trust, in
turn, contributes to the belief that tax laws are equitable,
ultimately resulting in increased tax compliance. This
finding is corroborated by research conducted by
McKerchar et a. (2013), McGee (2012), Kirchler and
Wahl (2010), Feld and Frey (2007), and Mikesell and
Birskyte (2007).

In contrast, Ajaz and Ahmad (2010) posited that
implementing governance systems enhances tax equity,
resulting in heightened tax compliance. The authors
suggested that implementing public governance is
associated with establishing an effective tax system.
Tanand Chin-Fatt (2000) argue that an effective tax
system should be constructed around appropriate
principles, including justice and confidence. According to
Cummings et a. (2009), the level of tax compliance tends
to rise as the ratepayer's impression of fair fiscal
exchange increases. Maseko (2014) highlighted that the
tax compliance decisions of smal and medium-sized
enterprises  (SMEs) ae influenced by their
comprehension of tax fairness. On the other hand, the
preceding study by Benk et al. (2012) indicated no
substantial relationship between tax fairness and tax
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compliance. In contrast, Tumwesigye (2011) discovered a
negative significant relationship between tax equity and
tax adherence.

The existing literature presents mixed findings,
thereby obscuring the precise association between tax
justice and compliance. The predominant body of
scholarly inquiry about tax equity and tax adherence has
predominantly concentrated on income taxation, with a
notable dearth of emphasis directed towards sales tax
compliance. Furthermore, most previous research has
concentrated on analyzing the relationship between tax
fairness and tax compliance among people, with limited
atention given to the tax compliance of small and
medium enterprises (SMEs) concerning tax fairness.
Hence, further research is necessary to confirm the
correlation between tax equity and tax adherence. This
survey examines tax fairness as a significant factor
influencing tax compliance. However, no research has
been undertaken to verify the effect of tax fairness on the
level of sales tax compliance between small and medium
enterprises (SMEs) in the Middle Eastern and Arab
nations, with a particular focus on Jordan.

Per ception of Corruption

This study's primary subject of inquiry pertains to
corruption perception. The phenomenon of corruption is
believed to have been present since the establishment of
governance (Campbell, 2013). Corruption is a
multifaceted socio-political and economic issue observed
to varied degrees in al countries (Rohwer, 2009).
Corruption can be described as the misuse of power for
personal benefit, as stated by Aguilera and Vadera
(2008). Alm et a. (2016) argue that the relationship
between corruption and tax compliance has been a
persistent concern, posing significant difficulties in
modern economies. Akdede (2011) posited that a
correlation exists between the degree of corruption
displayed by tax officidls and the level of tax
noncompliance demonstrated by taxpayers.

Similarly, Okpaa (2013) conducted a study that
investigated the factors influencing tax evasion and
avoidance in the specific setting of Nigeria. The study's
results demonstrate a robust and statistically significant
association between the level of corruption exhibited by
tax officials and the prevalence of tax evasion. It is
possible to argue that an increase in the prevalence of
corruption could result in a proportional increase in tax
noncompliance (Alm et a., 2016).

Preceding studies have demonstrated a negative
relationship between corruption and tax compliance, as
evidenced by the works of Imam and Jacobs (2014),
Joulfaian (2009), and Nur-tegin (2008). Numerous
studies have indicated that taxpayers exhibit a higher
degree of scepticism towards the dishonest behaviours of
public officials, which may serve as a significant factor
contributing to their noncompliance with tax regulations
and reluctance to fulfil their tax obligations (Slemrod,
2008; Alm et d., 2016). Taxpayers believe that the
prevalence of corruption within the tax professionals and
the inefficiency of the tax system and officialdom may
potentially incentivise personal and corporate taxpayers

to conceal their income, thereby leading to
noncompliance with tax obligations (Wadhwa & Pal,
2012). Furthermore, smal and medium enterprises
(SMEs) hold the perspective that the increasing
prevalence of speculation within the tax professionals and
a corrupt tax system and administration serve as catalysts
for concealing their revenue. Consequently, this prompts
them to engage in tax noncompliance (Imam & Jacobs,
2007; Alon & Hageman, 2013). Additionally, the study
conducted by Muhrtala and Ogundeji (2013) reveded a
favourable correlation between corruption and tax
compliance. The researchers found that corruption plays a
significant role in influencing and incentivising taxpayers
to engage in non-compliant behaviours with tax
regulations.

Further work is required to understand better the
correlation between the perception of corruption and tax
compliance. Nevertheless, previous research has
primarily focused on examining corruption and tax
compliance among people, neglecting the examination of
tax compliance among smal and medium-sized
enterprises (SMEs) and the impact of corruption on their
compliance behaviour, as highlighted by Dbwan (2014).
The authors believe that corruption is a significant social
issue that substantially impacts taxpayers conduct since
prevailing cultural norms and behaviours influence
individuals and organisations. Therefore, additional
studies should be undertaken to examine the correlation
between the perception of corruption and behaviours
related to tax compliance. Furthermore, it is worth noting
that there is a dearth of research conducted in Indonesia
examining the correlation between the perception of
corruption and the tax compliance behaviours exhibited
by SMEs inside the nation.

Small and Medium Enterprises

There is a lack of universa consensus over the
definition of small business. Moreover, it is important to
acknowledge that the standards employed to ascertain the
qualification of a small enterprise for tax deductions may
vary, both within a particular jurisdiction and between
diverse tax categories. Small and medium enterprises
(SMEs) are categorised based on size-related adjectives,
leading economists to classify them based on quantifiable
factors. The number of employees is a widely employed
criterion for distinguishing between large and small
organisations (Hatten, 2011).

RESEARCH METHODOLOGY

Resear ch Design

The present study uses quantitative research
methodology, specifically survey methods. According to
Kerlinger (Sugiyono, 2014, p.12), survey research is a
method of inquiry that examines data collected from large
and small populations. This study aims to identify and
anatomise relative events, distributions, and rel ationships
among sociological and psychological variables.
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Population and Sampling

The concept of population, as described by Cavana et
al. (2001) and Hair et al. (2007), refers to a collective of
personal events or objects that are the focus of
investigation for aresearcher. This study included atarget
population of 544,935 smal and medium-sized
enterprises (SMEs), which were categorized into two
groups. The first group comprised 312,254 tiny firms,
while the second group contained 232,681 medium-sized
businesses in North Sumatra. According to the sample
size list in Morgan's table, the total population of SMEs
was 384 samples, but only 205 samples passed the test
and were used, assuming a standard error of 5%.
In distributing questionnaires to 384 respondents, 205
sample questionnaires declared eligible to continuein this
study; the remaining 179 respondents did not answer
completely, did not understand, and were not in place due
to other activities.

Data Analysis Technique

Before conducting the hypothesis test, the researcher
will test the questionnaire using a validity test and
reliability test.

Validity Test

Validity is atest of measuring instruments that will be
used in research. The optimal outcome of a measuring
equipment evaluation is the ability to quantify the
intended target while avoiding any unintended
measurements accurately. The validity test measures
whether a questionnaire is valid or not. A questionnaire is
good if the questions can express something that the
questionnaire will measure (Ghozali, 2018). Factor
analysis is used to see the correlation in validity. Factor
analysis is a multivariate method used to anayze
variables suspected of being attracted to each other.
Thefactor analysis used in this sudy is CFA
(Confirmatory Factor Analysis). The criteriafor assessing
the vaidity test are:

If r count> r table, the questionnaire item isvalid.

If r count <r table, the questionnaire item isinvalid.

Tax Knowledge H
(X0) :
Knowledge of E-Filling H,

Reliability Test

Ghozali (2018) mentions that reliability is a tool for
measuring  questionnaires  (variable or  construct
indicators). A questionnaire is reliable if someone's
answer to their statement is convenient over time. In this
study, reliability measurement was proven by testing
consistency and stability. Cronbach's alphais a statistical
measure of dependability that quantifies the extent to
which the items within a given set exhibit positive
correlations with one another. Cronbach's apha is
calculated as the average intercorrelation among items by
measuring the concept (Sekaran, 2017). Cronbach's alpha
is acceptable if> 0.6. The closer the Cronbach's alpha
value is to 1, the higher the internal consistency
reliability.

Utilizing path analysis techniques with the SmartPLS
(Partial Least Square) software, this study tested its
hypotheses, beginning with the measurement model
(outer model) and model structure (inner model).

Partial Least Square
Partial Least Squares (PLS) employs the primary
component analysis technique in the measurement model,
specifically the variance extraction component. This
component assesses the association between the indicator
and the latent construct by computing the overal
variance. This variance comprises three components:
common variance, specific variance, and error variance,
So, the total variance becomes elevated. The development
design uses path analysis as follows:
Z=a+ b1X1X4 + b2X2 Xa+ b3X3 Xate
Y = a+ b X+ Xy + beXg + buXg+t Z + €
Where:

Y = Tax Compliance;

X1 = Tax Knowledge;

X, = Knowledge of E-Filling;

X3 = Tax Fairness;

V4 = Perception of Corruption;

a = Constant;

b...bs =Variableregression X coefficient;
e = Error.

The research conceptual framework formed on the
basis of structural equationsis presented in Figure 1.

Tax Compliance

(X2)

Tax Fairness
(X3)

™

A

Per ception of Corruption

2

Figure 1. Resear ch Conceptual Framework
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The research hypothesis is based on the following
assumptions:

Hi: It is expected that tax knowledge affects the tax
compliance;

H,: It is expected that knowledge of e-filling affects
the tax compliance;

Ha It is expected that tax fairness affects the tax
compliance;

Hs It is expected that perception of corruption
moderates the relationship between tax knowledge and
tax compliance;

Hs: It is expected that perception of corruption
moderates the relationship between knowledge of
e-filling and tax compliance;

He It is expected that perception of corruption
moderates the relationship between tax fairness and tax
compliance;

H-: It is expected that perception of corruption affects
the tax compliance.

RESULTSAND DISCUSSION

Test of Validity and Reliability

Research conclusions in the form of solving research
problems greatly depend on the excellence of the data
analyzed and the instruments used to collect research
data. Validity and reliability tests were conducted on 30
respondents outside the population and research sample.

®iHaHCcK Ta onoJaTKyBaHHA
The validity test is conducted by one-shot method, and it
is enough to do it once with the following conditions:

If T'ooune POSItiVe and 7oynt>Ttanie, the question item
isvalid.

If Tooune NEQALIVE OF Tooynt < Ttable, the question item
isnot valid.

The output of the validity test of the Tax Knowledge
(X41), Knowledge of E-Filling (X,), Tax Fairness (X3),
Perception of Corruption (Z), and Tax Compliance (Y)
variables have an r-count range between 0.522 to 0.966.
The validity test outcome has met the criteria because the
r-count value is bigger than the r-table value of 0.361.

Reliability Test

A questionnaire is deemed reliable if responses to its
guestions are consistent or stable over time. In this study,
the reliability of the research instrument was analyzed
using the Cronbach Alpha (o) technique. A variable is
considered reliable if it yields a Cronbach Alpha
value>0.60 (Ghozali, 2016). The SPSS (Statistical
Packages for the Social Sciences) will be used to
facilitate testing questions and variables. The reliability
test results for the variables Tax Knowledge (X,),
Knowledge of E-Filing (X,), Tax Farness (Xj),
Perception of Corruption (Z), and Tax Compliance ()
are presented in Table 1.

Table 1. Reliability Test

No Variable Cronbach's alpha Description
1 Tax Knowledge (X,) 0.944 Reliable
2 Knowledge of E-Filing (X») 0.766 Reliable
3 Tax Fairness (Xa) 0.956 Reliable
4 Perception of Corruption (Z) 0.973 Reliable
5 Tax Compliance (Y) 0.963 Reliable
Source: processed by the authors (2023).
Descriptive Statistical Analysis
The descriptive statistical analysis results consisting of 205 data can be seen in Table 2.
Table 2. Descriptive Statistics
N Minimum Maximum M ean Std. Deviation
Tax Knowledge (X4) 205 17.00 49.00 39.9463 6.37951
Knowledge of E-Filing (X») 205 24.00 60.00 45.7610 7.48701
Tax Fairness (Xs) 205 14.00 55.00 38.3171 7.48737
Perception of Corruption (Z) 205 23.00 49.00 38.5463 6.63281
Tax Compliance (Y) 205 23.00 60.00 46.1122 7.73216
Valid N (Listwise) 205

Source: processed by the authors (2023).

According to Table 2, the data on al variables
comprises 205 respondents.

The lowest value of Tax knowledge (X,) is 17, while
the highest value is 49. The mean of Tax Knowledge (X1)
is39.95, and the standard deviation is 6.38. Thisindicates
that the Tax Knowledge (X;) variable is normaly
distributed as Tax Knowledge (X,) fluctuates greatly due
to a significant difference between the maximum and

minimum values, while the standard deviation of Tax
Knowledge (X,) is smaller than its average value.

The lowest value of Knowledge of E-Filing (X,) is 24,
while the highest value is 60. The mean of Knowledge of
E-Filing (X;) is 45.76 and the standard deviation is 7.48.
This demonstrates significant variation in Knowledge of
E-Filing (X), as indicated by the large gap between the
maximum and minimum values, despite arelatively small
standard deviation for this variable compared to the
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average. This indicates that the Knowledge of E-Filing
(Xo) variableis normally distributed.

The lowest value of Tax Fairness (X3) is 14, while the
highest value is 55. The mean of Tax Fairness (X3) is
3831 with a standard deviation of 7.48. This
demonstrates a considerable fluctuation in Tax Fairness
(X3) since there is a large difference between the
maximum and minimum vaues, and the standard
deviation is smaler than the mean vaue. This suggests
that the Tax Fairness (X3) variable follows a normal
distribution.

The lowest value of Perception of Corruption (Z) is
23, while the highest value is 49. The mean of Perception
of Corruption (Z) is 38.54, with a standard deviation of

Goodness of Fit

6.63. This demonstrates that the Perception of Corruption
(Z2) varies considerably, given the sizeable difference
between its maximum and minimum values. However, its
standard deviation is lower than its average value,
indicating normal distribution.

The lowest value of Tax Compliance (Y) is 23, while
the highest value is 60. The mean of Tax Compliance (Y)
is 46.11 with a standard deviation of 7.73. This shows
that Tax Compliance (Y) fluctuates greatly because the
difference between the maximum and the minimum value
is quite large; the standard deviation value of Tax
Compliance (Y) is smaller than the average value. Thus,
the Tax Compliance (Y) variableis normally distributed.

Table 3. R-Square Value

R-Square

Adjusted R-Square

Y 0.255

0.228

Source:; processed by the authors (2023).

According to Table 3 data, the Adjusted R-Square value on the Tax Compliance (Y) variable is 0.228. This value
explains that the percentage of Tax Knowledge (X1), Knowledge of E-Filing (X,), Tax Fairness (Xs), and Perception of

Corruption (Z) is 22.8%.

Hypothesis Test

Now, based on the processed data, the research hypothesis can be tested. T-statistics and P-values will be used to
test the hypotheses. If the P-value < 0.05, then the hypothesis will be confirmed. Data for hypothesis testing are

presented in Table 4.

Table 4. T-Statistic and P-Values Direct Effect

Original Std. "
Sample Msgnnp(hl\j) Deviation (ro'/StS.T.lt[')Slg\(;sl’) P-Values
(0) (STDEV)

Tax Knowledge (X;) — Tax Compliance (Y) 0.188 0.195 0.079 2.367 0.018
Tax Knowledge (X1) * Perception of -0.100 -0.096 0.080 1.249 0.212
Corruption (Z)— Tax Compliance (Y)
Knowledge of E-Filing (X,) — Tax -0.227 -0.227 0.082 2.779 0.006
Compliance (Y)
Knowledge of E-Filing (X)* Perception of -0.136 -0.130 0.078 1.240 0.083
Corruption (Z) — Tax Compliance (Y)
Tax Fairness (X3) — Tax Compliance (Y) -0.160 -0.171 0.058 2.764 0.006
Tax Fairness (X3)* Perception of Corruption -0.049 -0.044 0.059 0.821 0.412
(Z2)— Tax Compliance (Y)
Perception of Corruption (Z) — Tax -0.107 -0.116 0.085 1.262 0.208
Compliance (Y)

Source: processed by the authors (2023).

According to the data presented in Table 4, the partial
test results are as follows:

1) The t-score value for Tax knowledge (X) of 2.367
is greater by comparing the free degree (DF = n-k = 205-
4 = 201), then the t-table value is obtained (1.65), or the
sig t value for Tax knowledge (X;) of 0.018 is smaller
than apha (0.05). Based on the findings acquired, it
rejects Ho and accepts H;. Thus, Tax Knowledge (X;)
significantly positively affects Tax Compliance (Y).

2) The test results indicate an insignificant value (o =
0.05) for the parameter coefficient (X1) * (Z) — Y, when
examining the impact of Tax Knowledge (X;) on Tax

Compliance (Y) with Perception of Corruption (Z) as a
moderating variable. The t-score value of 1.249 is smaller
than the t-table value (1.65) or the sig t vaue of 0.212,
which are both greater than apha (0.05). The analysis
considers a free degree of (DF = n-k = 205-4 = 201).
Furthermore, based on the estimated vaue of -0.100, it
can be concluded that the aternative hypothesis H; is
rejected. Thus, there is no moderation effect of
Perception of Corruption (Z) on the relationship between
Tax Knowledge (X;) and Tax Compliance (Y).

3) The t-score for the Knowledge of E-Filing (X,) is
2.779, with a degree of freedom (DF) of 201 (n-k=205-
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4=201) and a t-table value of 1.65. Moreover, the
significant t-value is 0.006, smaller than apha (0.05).
Theinitia estimated value for the sampleis-0.227. These
results lead to regjecting the null hypothesis (Hg) and
accepting the alternative hypothesis (Hj). Thus, the
Knowledge of E-Filing (X,) significantly negatively
impacts Tax Compliance (Y).

4) The test outcome on the parameter coefficient (X,)
* (Z2) — Y among the application of Knowledge of
E-Filing (X3) on Tax Compliance (Y) with Perception of
Corruption (Z) as moderating variable shows an
insignificant value at (o = 0.05) with a t-score value of
1.240 smaller by comparing the free degree (DF = n-k =
205-4 = 201), the t-table value (1.65) or sig t value for
0.083 is greater than apha (0.05). Furthermore, the initial
sample estimate possesses a negative value, namely -
0.136. This implies that with a greater comprehension of
effiling, the tax compliance tier will not be significantly
affected, even though it shows a negative direction.
So, the aternative hypothesis H; is rejected. Thus, the
Perception of corruption (Z) does not moderate the
relationship between Knowledge of E-Filing (X,) and
Tax Compliance (Y).

5) The t-score value for Tax Fairness (X3) of 2.764 is
greater by comparing the free degree (DF = n-k = 205-4 =
201), then the t-table value is obtained (1.65), or the sig t
value for Tax Fairness (X3) of 0.006 is smaller than apha
(0.05). In addition, the origina sample of estimate value
is -0.160. The outcome gained is that it rejects Hy and
accepts H;. Thus, Tax Fairness (X3) significantly
negatively affects Tax Compliance (Y).

6) For hypothesis 6, an insignificant vaue a (a =
0.05) with at-count value of 0.821 smaller by comparing
the free degree (DF = n-k = 205-4 = 201) then the t-table
value (1.65) or sig t value for 0.412 is greater than apha
(0.05). In addition, the original sample estimate valueis -
0.049, so the alternative hypothesis H; is rejected. Thus,
the Perception of Corruption (Z) does not moderate the
relationship between Tax Farness (X3) and Tax
Compliance (Y).

7) The t-score value for Perception of Corruption (2)
of 1.262 is smaller by comparing the free degrees (DF =
n-k = 205-4 = 201), the t-table value (1.65) is obtained, or
the sig t value for Perception of Corruption (Z) of 0.208
is greater than apha (0.05). In addition, the actual sample
of estimate value is -0.107. Based on the outcome gained,
it rgjects H; and accepts Ho. Thus, the Perception of
Corruption (Z) has no significant positive effect on Tax
Compliance (Y).

Discussion

The Effect of Tax Knowledge on Tax Compliance

The results show that tax knowledge has a significant
positive effect on tax compliance. Thus, taxpayers
greater expertise in taxation will increase their
compliance in fulfilling tax obligations. Lack of
understanding of current tax regulations can hinder
taxpayers compliance with tax laws. The findings are
consistent with previous research by Fitria and Muiz
(2021), Mulyati and Ismanto (2021), Bangun et a.
(2017), and Dewi (2019), which demonstrated a
significant relationship between tax knowledge and
taxpayer compliance.

The Effect of Perception of Corruption on the
Relationship between Tax Knowledge and Tax
Compliance

The results show that the variable of corruption
perception in moderating tax knowledge does not have a
significant and negative effect on tax compliance.
However, the analysis shows that the corruption
perception variable could potentially weaken the impact
of tax knowledge on tax compliance. Thus, taxpayers
with higher levels of tax knowledge may experience
reduced tax compliance due to decreased confidence in
tax officias or ingtitutions caused by high perceptions of
corruption. However, taxpayers with an advanced
understanding of taxation tend to exhibit higher tax
compliance rates, leading to the achievement of tax
revenue targets. However, the tax corruption cases in
Indonesia may decrease taxpayers compliance in
fulfilling their tax obligations.

Moreover, corrupt tax and government officias can
impede taxpayers motivation to pay taxes (Hanifah
& Yudianto, 2019; Wibisono, 2017). Perceptions of
corruption can promote tax avoidance as individuals lose
faith in the fairness of taxes (Dyreng et al. 2022).
Therefore, a higher level of state corruption is linked to
lower level of state tax compliance.

The Effect of Knowledge of E-Filing on Tax
Compliance

The results show a significant correlation between the
variable of knowledge of e-filing and variable of tax
compliance. E-filing is a crucia aspect of tax
administration reform aimed at enhancing satisfaction
and convenience for taxpayers, with the ultimate
objective of bolstering voluntary taxpayer compliance.
Taxpayers believe using e-filing will help make it easier
to report tax returns, increasing taxpayer compliance.
Still, on the other hand, if taxpayers think that the e-filing
system is not easy to use and useless, this will decrease
taxpayer compliance. The results of this study produce
findings similar to previous research, which explain that
the application of the e-filing system has a significant and
positive effect on taxpayer compliance, thisis because the
taxpayer's understanding of the application of the e-filing
system is good enough so that it can increase taxpayer
compliance. The existence of regulations that require
taxpayers to report tax returns online through the e-filing
application is also expected to encourage taxpayers to get
used to reporting their taxes on time by established
regulations, which will impact increasing taxpayer
compliance.

The Effect of Perception of Corruption on the
Relationship between Knowledge of E-Filing and Tax
Compliance

The results show that the variable of perception of
corruption while acting as a moderator for the knowledge
of efiling does not exhibit a statisticaly significant
impact and demonstrates a negative relationship with tax
compliance. E-filling greatly helps taxpayers because
taxpayers do not need to come to the tax office to report
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their annual tax returns; reporting can be done anywhere,
anytime, as long as it does not exceed the specified time
limit. With the existence of e-filing, it is expected to
increase the productivity of taxpayer reporting. Taxpayers
can save a lot of time reporting their taxes using e-filing.
However, in this case, taxpayer understanding of using
the internet is needed so that taxpayers can use e-filing
effectively and efficiently.

Perception of Corruption as a moderating variable has
a wesak relationship influence between knowledge of e
filing on tax compliance because state officials who
commit corruption in the field of taxation or other public
services are acting against the law by embezzling tax
money or abuse of authority, to enrich themselves, and
harming other parties. As a result, some taxpayers with
good knowledge of e-filing are reluctant to fulfil their tax
obligations, so tax compliance increases. This study's
results are supported by research of Aguilera & Vadera,
2008.

The Effect of Tax Fairness on Tax Compliance

The results show that the tax fairness variable
negatively and significantly affects tax compliance.
The purpose of the law is to achieve justice; the law and
the implementation of the collection must be fair.
Fairness in the legislation means imposing taxes
generaly and evenly and adjusting them to the ability of
each. Meanwhile, fair in its implementation is to give
taxpayers the right to file objections, delays in payment
and appeals to the Tax Advisory Panel. The importance
of justice for someone, including in tax payments, will
also affect their attitude in making tax payments. If the
prevailing justice is lower according to the taxpayer's
perception, the level of compliance will decrease; this
means that the tendency to commit tax non-compliance
will be higher.

This study's results are consistent with research McGee
et a. (2007), showing that justice has a negative and
significant effect on perceptions of ethics on tax non-
compliance. The better the tax jugtice, the more taxpayers
will fulfil their tax roles. Thus, tax justice is one of the
important aspects that can affect tax compliance if the tax
system is balanced and objective so that taxpayersfed fair.

The Effect of Perception of Corruption on the
Relationship between Tax Fairness and Tax
Compliance

The results show that the perception of corruption
variable in moderating the impact of tax fairness on tax
compliance had no significant effect and had a negative
direction on tax compliance. Thus, the higher the level of
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