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INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) play a pivotal role in Indonesia's
economy by generating employment opportunities, reducing unemployment, and improving
household income(Panjaitan et al., 2025). Beyond their contribution to national economic
development, MSMEs also serve as key drivers of regional economic growth, particularly in
Tangerang Regency, an area with considerable economic potential (Yanti et al., 2024).

angerang Regency has experienced steady economic growth in recent years. In 2024, the
region recorded a population of approximately 3.4 million, a poverty rate of 6.55%, an economic
growth rate of 5.18%, and a Human Development Index (Ma’arif, 2025). These indicators reflect
favorable economic conditions and highlight the importance of MSMEs in sustaining regional
development(Susniyawati, 2024).

The number of MSMESs in Tangerang Regency increased substantially from approximately
25,900 enterprises to more than 59,000 businesses in 2024, including over 5,000 culinary
enterprises (Taufikurahman, 2024). his rapid growth demonstrates the increasing contribution of
MSMEs to local economic activities and community welfare (Thancy et al., 2024; V. S. Wijaya
& Yanti, 2023).

To strengthen MSME competitiveness, the local government has introduced several
initiatives, including business capital assistance of up to IDR 25 million and digital
transformation programs that promote technology-based marketing (Nta’ola & Astuti, 2024).
Despite these initiatives, limited data on MSMEs in Legok Village restrict a comprehensive
understanding of their operational conditions, particularly regarding tax compliance.

ax compliance remains a critical issue in MSME development because taxation constitutes
one of the primary sources of government revenue (Agatha et al., 2024; Paulus & Daito, 2026;
Rusli et al., 2025; Sandra & Anwar, 2021; Wibowo et al., 2022). Nevertheless, many MSME
owners continue to demonstrate relatively low levels of tax compliance. Previous studies have
consistently shown that tax knowledge and tax understanding are essential determinants of
compliant behavior. Taxpayers who possess greater knowledge of taxation and a better
understanding of tax regulations are more likely to fulfill their tax obligations accurately and
consistently (Herdiatna & Lingga, 2022) (Indah Sari & Banu Astawa, 2025) (Santoso et al.,
2025).

The ongoing digital transformation of Indonesia's tax administration, particularly through
electronic services such as e-Filing and e-Billing, is expected to simplify tax reporting and
payment procedures for MSMEs. However, the effectiveness of these digital services largely
depends on taxpayers' digital literacy and technological readiness. Many MSME owners
continue to encounter difficulties in adopting digital tax systems, limiting the expected
improvement in tax compliance.

Motivation also represents an important behavioral factor influencing taxpayer compliance.
Both intrinsic motivation, derived from personal awareness of tax obligations, and extrinsic
motivation, such as the existence of tax sanctions, may encourage taxpayers to comply with tax
regulations (Willienty & Jenni, 2021). However, limited documentation regarding tax education
and socialization programs conducted in Legok Village suggests that taxpayer awareness
initiatives have not been adequately evaluated (Budiman & Suhendra, 2025; Fatmawati et al.,
2024).

Although previous studies have examined the relationships between tax knowledge, tax
understanding, digitalization, motivation, and taxpayer compliance, empirical evidence remains
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inconsistent, particularly regarding the effectiveness of tax digitalization in rural MSME settings.
Furthermore, empirical studies focusing specifically on MSME taxpayers in Legok Village
remain scarce. This study addresses this gap by investigating the roles of tax knowledge, tax
understanding, tax digitalization, and motivation in explaining taxpayer compliance among
MSME owners in Legok Village. The findings are expected to provide empirical evidence that
supports the development of more effective tax education strategies and digital taxation policies

for MSMEs.
Tax Knowledge
X1
Tax Understanding
(X2)
Tax Digitalization
(X3)

Motivation
(X4)

Taxpayer
Compliance

(Y)

H3

__________________

H5

Figure 1. Framework

Research Hypotheses

H1: Tax knowledge has a significant positive effect on MSME taxpayer compliance.

H2: Tax understanding has a significant positive effect on MSME taxpayer compliance.

H3: Tax digitalization has a significant effect on MSME taxpayer compliance.

H4: Motivation has a significant positive effect on MSME taxpayer compliance.

H5: Tax knowledge, tax understanding, tax digitalization, and motivation simultaneously have a
significant effect on MSME taxpayer compliance.

METHOD

This study adopted a quantitative research design to investigate the determinants of
taxpayer compliance among MSMEs in Legok Village (Sari, 2025). The unit of analysis comprised
individual taxpayers operating Micro, Small, and Medium Enterprises (MSMEs). The study
focused on examining taxpayer behavior and the level of compliance with tax obligations under
the prevailing tax regulations.

The target population consisted of all 85 active MSMEs registered in Legok Village (Sari,
2025). Respondents were required to meet four inclusion criteria: (1) actively operating an
MSME in Legok Village; (2) possessing a valid Taxpayer Identification Number (NPWP); (3)
generating an annual business turnover of at least IDR 50 million; and (4) having fulfilled tax
payment and tax reporting obligations during the preceding three years. Because the population
was relatively small and fully accessible, this study employed a census (total sampling)
approach, in which every eligible MSME was included in the analysis (Sugiyono, 2019).
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Table 1. Variable Operationalization

Variable Dimension Indicator
Taxpayer Compliance with taxpayer 1. Ihave registered as a taxpayer and possess a Taxpayer
Compliance (Y) registration Identification Number (TIN/NPWP) in accordance with
(Dwijayanto, 2024) the applicable regulations.
Compliance  with tax 2. Iindependently calculate my tax liability accurately in
calculation accordance with the prevailing tax regulations.
Compliance  with tax 3. Talways pay my tax liabilities before the payment
payment deadline.
Compliance  with tax 4. Isubmit my annual tax return (Annual Tax Return/SPT)
return filing completely and on time.
Compliance  with tax 5. Iimmediately settle any outstanding tax liabilities
arrears settlement whenever underpayment occurs.
Tax  Knowledge Knowledge of the 1. Tunderstand the tax system implemented in Indonesia.
(X1) (Hapsari & Indonesian tax system
Ramayanti, 2022) Knowledge of tax 2. Tunderstand the procedures for calculating, paying, and
payment and filing filing taxes under the Indonesian tax system.
procedures
Knowledge of tax 3. Iunderstand the tax regulations governing taxpayers'
regulations obligations and the legal sanctions for non-compliance.
Knowledge of the 4. Tunderstand that taxes are used to finance national
function of taxation development and improve public welfare.
Knowledge of tax 5. Tam familiar with the available tax facilities and
facilities and services services that can be used to fulfill tax obligations.
Tax Understanding tax 1. Tunderstand the applicable tax regulations, including
Understanding regulations taxpayers' rights, obligations, and penalties for non-
(X2) (Anis Maili, compliance.
2022) Understanding tax 2. Tunderstand how to calculate tax liabilities in
calculation accordance with the prevailing regulations.
Understanding tax 3. Tunderstand the procedures for paying taxes correctly.
payment procedures
Understanding tax filing 4. Iunderstand how to submit tax returns accurately and
procedures on time.
Ability to apply tax 5. Iam able to apply tax regulations correctly when
regulations calculating, paying, and reporting taxes.
Tax Digitalization Accessibility of digital tax 1. I find digital tax services easy to access anytime and
(X3) (Susilawati et services anywhere without significant difficulties.
al., 2023) Time and cost efficiency 2. Ibelieve that digital tax systems save both time and
costs in fulfilling tax obligations.
System accuracy and 3. Ibelieve that digital tax systems provide accurate and
reliability reliable information.
Transparency and 4. 1believe that digital tax systems provide clear and
accountability transparent information, thereby enhancing
accountability in tax administration.
Digital tax education and 5. Digital tax education and outreach programs help me
outreach better understand tax regulations and procedures.
Motivation (X4) Taxpayer awareness 1. Irecognize that paying taxes is an important obligation
(Putri et al., 2024) that contributes to national development.
Taxpayer honesty 2. T always report and calculate my tax liabilities
honestly.
Willingness to pay taxes 3. Thave a strong intention to pay taxes on time in
accordance with the applicable regulations.
Family and workplace 4. Ireceive encouragement from family members or

support

colleagues to fulfill my tax obligations properly.
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Support from tax 5. The support and services provided by tax authorities
authorities motivate me to comply with my tax obligations.

Data analysis consisted of descriptive statistical analysis, instrument validity testing using
Pearson's correlation coefficient, and reliability assessment using Cronbach's alpha to evaluate
the quality of the measurement instrument. The proposed hypotheses were tested using multiple
linear regression analysis, accompanied by the coefficient of determination (Adjusted R?), t-tests,
and the F-test. Prior to hypothesis testing, classical assumption tests comprising normality,
multicollinearity, and heteroscedasticity assessments were conducted to ensure that the
regression model satisfied the required statistical assumptions.

RESULTS AND DISCUSSION
Table 2. Descriptive Statistics
Variable N  Minimum Maximum Mean Std. Deviation
Taxpayer Compliance 85 15 25 19.35 2.028
Tax Knowledge 85 15 25 20.22 2.238
Tax Understanding &5 14 25 19.35 2.282
Tax Digitalization &5 15 25 20.09 2.158
Motivation &5 17 25 2118 1.891
Valid N (listwise) 85 - - - -

Source: Processed using SPSS Version 27

Table 2 presents the descriptive statistics for the study variables based on data collected
from 85 MSME taxpayers. Motivation exhibited the highest mean score (M = 21.18, SD =
1.891), followed by Tax Knowledge (M = 20.22, SD = 2.238) and Tax Digitalization (M =
20.09, SD = 2.158). Taxpayer Compliance and Tax Understanding recorded identical mean
scores of 19.35, with standard deviations of 2.028 and 2.282, respectively. Across all variables,
the standard deviation values were lower than the corresponding mean values, indicating
relatively homogeneous responses and limited dispersion around the mean. These findings
suggest that respondents generally reported moderate to high levels of tax knowledge, tax
understanding, tax digitalization, motivation, and taxpayer compliance.

Table 3. Validity Test Results

Variable Item Calculatedr Criticalr p-value (Sig.) Result
Taxpayer Compliance Y1.1 0.528 0.213 0.001 Valid
Y1.2 0.574
Y1.3 0.563
Y1.4 0.527
Y1.5 0.592
Tax Knowledge X1.1 0.780 0.213 0.001 Valid
X1.2 0.832
X1.3 0.909
X1.4 0.684
X1.5 0.819
Tax Understanding X2.1 0.795 0.213 0.001 Valid
X222 0.843
X2.3 0.914
X2.4 0.889
X2.5 0.883

Tax Digitalization X3.1 0.816 0.213 0.001 Valid
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X3.2 0.714
X3.3 0.849
X3.4 0.854
X3.5 0.822
Motivation X4.1 0.701 0.213 0.001 Valid
X4.2 0.650
X4.3 0.856
X4.4 0.730
X4.5 0.767

Source: Processed using SPSS Version 27

Table 3 shows that all questionnaire items met the validity criteria. The calculated r-values
for all indicators exceeded the critical r-value (0.213), and all significance values were below
0.05 (p = 0.001). Therefore, all measurement items were considered valid and suitable for
subsequent statistical analyses.

Table 4. Reliability Test Results

Variable Cronbach's Alpha Threshold Result
Tax Knowledge 0.864 0.70 Reliable
Tax Understanding 0.914

Tax Digitalization 0.869

Motivation 0.794

Taxpayer Compliance 0.736
Source: Processed using SPSS Version 27

As shown in Table 4, all constructs demonstrated satisfactory reliability, with Cronbach's
alpha values ranging from 0.736 to 0.914. Since all reliability coefficients exceeded the
recommended threshold of 0.70, the measurement scales were considered reliable and suitable
for subsequent statistical analyses.

Table 5. Normality Test Results

Statistic Unstandardized
Residual

N 85

Normal Parameters
Mean 0.0000000
Standard Deviation 0.30047508
Most Extreme Differences
Absolute 0.091
Positive 0.069
Negative —0.091
Test Statistic 0.091
Asymp. Sig. (2-tailed) 0.080

Source: Processed using SPSS Version 27

Table 5 reports the results of the One-Sample Kolmogorov-Smirnov test. The obtained
significance value was 0.080, which is greater than the 0.05 threshold. Accordingly, the residuals
were normally distributed, indicating that the normality assumption of the multiple linear
regression model was satisfied.
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Table 6. Multicollinearity Test Results

Variable Tolerance  VIF
Tax Knowledge (X1) 0.714 1.401
Tax Understanding (X2) 0.926 1.079
Tax Digitalization (Xs) 0.854 1.171
Motivation (X4) 0.774 1.293

Source: Processed using SPSS Version 27

As shown in Table 6, all independent variables satisfied the multicollinearity criteria, with
tolerance values exceeding 0.10 and VIF values below the recommended threshold of 10. The
tolerance values ranged from 0.714 to 0.926, whereas the VIF values ranged from 1.079 to
1.401. These results indicate that multicollinearity is not a concern in the regression model.

Regression Studentized Residual

Scatterplot
Dependent Variable: Y

% 0 o

2 0 2 4

Regression Standardized Predicted Value

Source: Processed using SPSS Version 27

Figure 2. Heteroscedasticity Test Results

As shown in Figure 2, the residuals are randomly distributed around the zero line and do
not exhibit any systematic pattern. This finding indicates that heteroscedasticity is not present,
confirming that the regression model satisfies the homoscedasticity assumption.

Table 7. Multiple Linear Regression Results

Variable B Std. Error B t p-value
Constant 19.355 0.487 - 39.773  <0.001
Tax Knowledge 0.020 0.018 0.104 1.140  0.258
Tax Understanding 0.098 0.015 0.515 6421 <0.001
Tax Digitalization ~ -0.108 0.016 -0.553 -6.629 <0.001
Motivation -0.006 0.020 -0.025 -0.280 0.780
Source: Processed using SPSS Version 27
Y = 19.355 + 0.020X; + 0.098X, — 0,108X; — 0,006X, + e 1)

The results of the multiple linear regression analysis are presented in Table 7. Tax
Understanding exhibited a positive and statistically significant effect on Taxpayer Compliance (j3
=0.515,t=6.421, p < 0.001), indicating that a higher level of tax understanding was associated
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with greater taxpayer compliance. In contrast, Tax Digitalization showed a significant negative
effect on taxpayer compliance (f = -0.553, t = -6.629, p < 0.001), suggesting that increased
reliance on digital tax services was associated with lower compliance among the sampled
MSME:s.

Meanwhile, Tax Knowledge ( = 0.104, t = 1.140, p = 0.258) and Motivation (f =-0.025, t
= 0.280, p = 0.780) did not significantly influence taxpayer compliance. The regression constant
of 19.355 indicates the estimated level of taxpayer compliance when all independent variables
are held constant

Table 8. t-Test Results
Variable B t p-value Decision
Tax Knowledge 0.104 1.140 0.258 Not Supported
Tax Understanding 0.515 6.421 <0.001 Supported
Tax Digitalization ~ -0.553 -6.629 <0.001 Supported
Motivation -0.025 -0.280 0.780 Not Supported
Source: Processed using SPSS Version 27

The results of the partial significance tests are presented in Table 8. Tax Understanding had
a positive and statistically significant effect on Taxpayer Compliance (f = 0.515, t = 6.421, p <
0.001), supporting H2. Tax Digitalization also exhibited a statistically significant effect;
however, the relationship was negative (B =-0.553, t = -6.629, p < 0.001), indicating that greater
adoption of digital taxation was associated with lower taxpayer compliance. Therefore, H3 was
supported.

In contrast, Tax Knowledge did not significantly affect taxpayer compliance (f =0.104, t =
1.140, p = 0.258), leading to the rejection of HI. Likewise, Motivation was not a significant
predictor of taxpayer compliance (f = -0.025, t = -0.280, p = 0.780), resulting in the rejection of
H4..

Table 8. F-Test Results

ANOVA*
Model Sum of Squares df  Mean Square F Sig.
1 Regression 8.347 4 2.087 22.012 .000°
Residual 7.584 80 .095
Total 15.931 84

a. Dependent Variable: Y
b. Predictors: Tax Knowledge, Tax Understanding, Tax Digitalization, and Motivation.
Source: Processed using SPSS Version 27

The ANOVA results presented in Table 8 indicate that the overall regression model is
statistically significant (F = 22.012, p < 0.001). This finding confirms that the combination of
Tax Knowledge, Tax Understanding, Tax Digitalization, and Motivation significantly explains
the variation in Taxpayer Compliance. Accordingly, the regression model is considered
statistically adequate for hypothesis testing, and HS5 is supported.

Table 10. Model Summary (Coefficient of Determination)
Model Summary®
Model R R Square Adjusted R Square Std. Error of the Estimate
1 724° .524 .500 .308
Source: Processed using SPSS Version 27
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As shown in Table 10, the regression model achieved an R Square value of 0.524 and an
Adjusted R? value of 0.500. These results indicate that the independent variables jointly explain
50.0% of the variance in Taxpayer Compliance, while the remaining 50.0% is influenced by
factors beyond the scope of this study. In addition, the multiple correlation coefficient (R =
0.724) suggests a strong overall relationship between the predictor variables and the dependent
variable.

Discussion
Effect of Tax Knowledge on Taxpayer Compliance

The findings indicate that Tax Knowledge did not have a statistically significant effect on
Taxpayer Compliance, leading to the rejection of H1 (t = 1.140, p = 0.258). This result suggests
that basic tax knowledge alone is insufficient to promote compliant tax behavior among MSME
owners in Legok Village. Although respondents were aware of their tax obligations, such
knowledge did not necessarily translate into consistent compliance practices.

This finding can be explained using Social Cognitive Theory (SCT) proposed by (Bandura,
1986), which argues that cognitive factors influence behavior only when individuals are able to
process, interpret, and apply the acquired knowledge within their environmental context.
Possessing factual knowledge about taxation does not automatically lead to compliant behavior if
taxpayers lack the capability to implement that knowledge in practical tax administration.
Consequently, tax knowledge alone is insufficient to produce behavioral change without
adequate understanding and supportive environmental conditions.

This finding is consistent with (Limajatini et al., 2024; T. Wijaya & Yanti, 2021), who
likewise reported that tax knowledge was not a significant determinant of MSME taxpayer
compliance.

Effect of Tax Understanding on Taxpayer Compliance

The results indicate that Tax Understanding had a positive and statistically significant
effect on Taxpayer Compliance, supporting H2 (t = 6.421, p <0.001). MSME owners who better
understood tax regulations were more capable of calculating, paying, and reporting taxes
accurately, thereby reducing administrative errors and improving compliance.

From the perspective of Social Cognitive Theory, understanding represents a deeper
cognitive capability than knowledge because it enables individuals to transform information into
appropriate actions (Bandura, 1986). Taxpayers who understand tax regulations are more
confident in carrying out tax-related procedures and are better equipped to solve practical
problems encountered during tax administration. Thus, tax understanding functions as a
cognitive mechanism that facilitates compliant behavior.

These findings support previous studies by Meidiyustiani et al. (2022), (Nta’ola & Astuti,
2024), and Ridhotin and Ardini (2022), although they differ from Widyanti et al. (2022), who
found no significant relationship between tax understanding and taxpayer compliance.

Effect of Tax Digitalization on Taxpayer Compliance

The analysis revealed that Tax Digitalization exerted a statistically significant but negative
effect on Taxpayer Compliance (f = —0.553, t = —6.629, p < 0.001). Although digital tax services
such as e-Filing and e-Billing were introduced to simplify tax administration, their
implementation was associated with lower taxpayer compliance among the sampled MSME:s.



Paska Lumban Gaol ¢ Lia Dama Yanti
eCo-Fin: Economics and Financial, 2026, 8 (2), 1307

According to Social Cognitive Theory, behavior is influenced not only by cognitive factors
but also by environmental conditions (Bandura, 1986). Digital taxation systems represent an
environmental factor that can either facilitate or hinder compliant behavior. When taxpayers
experience limited digital literacy, inadequate technical support, or operational difficulties, the
digital environment may reduce their ability to perform tax obligations effectively. Under such
conditions, technological innovation alone is insufficient to improve compliance and may even
discourage taxpayers from fulfilling their obligations.

This finding is consistent with the results reported by Indah Sari and Banu Astawa (2025)
and Leo and Alimudin (2023) but differs from Rani Nur Fitriani and Ustman (2024), who
reported no significant relationship between tax digitalization and taxpayer compliance.

Effect of Motivation on Taxpayer Compliance

The findings indicate that Motivation did not significantly influence Taxpayer Compliance,
resulting in the rejection of H4 (t = —0.280, p = 0.780). Although respondents demonstrated
relatively high motivational scores, motivation alone was insufficient to encourage consistent tax
compliance.

Within Social Cognitive Theory, motivation is regarded as one component of the cognitive
process that influences behavior through self-regulation and expected outcomes (Bandura, 1986).
However, motivation does not operate independently. Its influence depends on the interaction
between personal cognitive factors and environmental conditions. In this study, limited tax
understanding, procedural complexity, and challenges associated with digital tax systems may
have weakened the effect of motivation on taxpayer compliance. Therefore, motivation without
adequate cognitive competence and environmental support is unlikely to generate sustained
compliance behavior.

This finding contrasts with Willienty and Jenni (2021) and Fatmawati et al. (2024), who
found that motivation positively influenced taxpayer compliance. The discrepancy suggests that
the effectiveness of motivational factors may vary depending on taxpayers' cognitive readiness
and the supportiveness of the surrounding environment.

CONCLUSION

This study examined the effects of Tax Knowledge, Tax Understanding, Tax
Digitalization, and Motivation on Taxpayer Compliance among MSME owners in Legok
Village. The findings indicate that Tax Understanding has a positive and significant effect on
taxpayer compliance, whereas Tax Knowledge and Motivation do not significantly influence
compliance. In addition, Tax Digitalization exhibits a significant negative effect, suggesting that
the implementation of digital tax services has not been fully supported by taxpayers' digital
readiness and technological capabilities. Simultaneously, the four independent variables
significantly explain variations in taxpayer compliance, indicating that compliance behavior is
shaped by the combined influence of cognitive and environmental factors. These findings
support Social Cognitive Theory, which posits that behavior results from the reciprocal
interaction between personal cognitive factors and environmental conditions. In this context, tax
understanding represents a cognitive capability that enables taxpayers to perform their tax
obligations effectively, while tax digitalization reflects an environmental factor whose
effectiveness depends on taxpayers' ability to adapt to digital technologies. Therefore, improving
taxpayer compliance among MSMEs requires not only strengthening taxpayers' understanding of
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tax regulations but also enhancing digital literacy and providing continuous support for the
adoption of digital tax services.

RECOMMENDATION

Based on the findings of this study, tax authorities should prioritize programs that enhance
taxpayers' understanding of tax regulations through continuous education, practical training, and
accessible guidance tailored to MSMEs. The implementation of digital tax services should also
be accompanied by initiatives that strengthen digital literacy, improve system usability, and
provide technical assistance to facilitate technology adoption among MSME taxpayers. For
policymakers, these findings highlight the importance of integrating cognitive and environmental
aspects when designing tax compliance strategies. Future studies are encouraged to extend this
research by incorporating additional variables, such as tax awareness, tax sanctions, service
quality, trust in tax authorities, or self-efficacy, and by employing broader samples across
different regions to improve the generalizability of the findings.
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