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Abstract

This study aims to analyze the effect of taxpayer awareness, tax knowledge, and tax
sanctions on the compliance of Micro, Small, and Medium Enterprises (MSMEs)
taxpayers at South Badung Tax Office. The background of this study is based on the
relatively low level of MSME taxpayer compliance, as reflected in the low rate of
annual tax return (SPT) reporting compared to the number of registered taxpayers. This
study employs a quantitative approach with a causal-comparative research design. The
population consists of all MSME taxpayers registered at South Badung Tax Office,
totaling 11,521 taxpayers, with a sample of 100 respondents selected using purposive
sampling. Data were collected through a Likert-scale questionnaire and analyzed using
multiple linear regression with the assistance of SPSS. The results indicate that
taxpayer awareness, tax knowledge, and tax sanctions have a positive and significant
effect on MSME taxpayer compliance, both partially and simultaneously. These
findings suggest that improving taxpayer awareness and tax knowledge, along with the
consistent and firm enforcement of tax sanctions, can enhance MSME taxpayer
compliance. This study is expected to contribute to the Directorate General of Taxes
in formulating more effective strategies to improve taxpayer compliance, particularly
in the MSME sector.
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INTRODUCTION

Tax is the primary source of state revenue and plays a crucial role in financing
national development, contributing more than 70% to the State Budget (APBN). Yudiatmaja
et al. (2023) In recent years, taxes have become the spearhead of state revenue. However, the
level of taxpayer compliance in Indonesia, particularly in the Micro, Small, and Medium
Enterprises (MSME) sector, remains relatively low. Data from South Badung Tax Office in
2024 show that out of 11,521 registered MSME taxpayers, only 46.23% submitted their
Annual Tax Returns (SPT). Telagawathi et al. (2021) state that MSMEs have significant
potential as a driver of the small-scale community economy. This condition reflects a gap
between the potential tax revenue and the actual level of taxpayer compliance.

MSMEs play a strategic role in the national economy, contributing more than 60% to
Gross Domestic Product (GDP) and absorbing approximately 97% of the workforce.
Nevertheless, the level of tax compliance in this sector is still not optimal. This low
compliance indicates underlying issues that need to be further examined, particularly
regarding the factors influencing taxpayer behavior in fulfilling their tax obligations.

Several factors are suspected to influence taxpayer compliance, including taxpayer
awareness, tax knowledge, and tax sanctions. Low awareness causes some MSME actors to
perceive taxes as a burden rather than an obligation that contributes to development. In
addition, limited tax knowledge results in taxpayers not fully understanding the proper
procedures for calculating, reporting, and paying taxes. On the other hand, the
implementation of tax sanctions, which has not been optimal, is considered insufficient to
create a deterrent effect for non-compliant taxpayers.

Previous studies have shown mixed results regarding the influence of these three
factors on taxpayer compliance. Some studies find that awareness, knowledge, and tax
sanctions have a positive and significant effect on compliance, while others report
inconsistent findings. These differences indicate the presence of a research gap that needs to
be re-examined in a different context, particularly among MSMEs in the South Badung area.

Theoretically, taxpayer compliance behavior can be explained through Attribution
Theory, which distinguishes between internal factors, such as awareness and knowledge, and
external factors, such as tax sanctions. The combination of these factors is believed to
influence taxpayers' decisions in fulfilling their tax obligations. Therefore, this study is
important to provide empirical evidence regarding the determinants of MSME taxpayer
compliance, as well as to support the efforts of the Directorate General of Taxes in improving
voluntary compliance.

Based on the phenomenon of low MSME taxpayer compliance and the inconsistency
of previous research findings, this study aims to analyze the effect of taxpayer awareness,
tax knowledge, and tax sanctions on MSME taxpayer compliance at South Badung Tax
Office. The results of this study are expected to provide both empirical contributions and
policy recommendations to improve MSME tax compliance.

REVIEW OF LITERATURE

Taxpayer compliance is one of the key factors in optimizing state revenue,
particularly in the Micro, Small, and Medium Enterprises (MSME) sector. In explaining
taxpayer compliance behavior, this study employs Attribution Theory as its main theoretical
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foundation. This theory posits that individual behavior is influenced by internal factors, such
as awareness and knowledge, as well as external factors, such as sanctions. In the context of
taxation, taxpayer compliance is viewed as the result of the interaction between these factors.

Taxpayer awareness is an internal factor that reflects an individual’s understanding
and attitude toward the importance of taxes as a contribution to the state. According to
Suarmanayasa et al. (2023), taxes are the primary source of a country’s revenue, and their
benefits are highly effective in supporting sustainable development. Taxpayers with high
awareness tend to perceive tax payment as a moral and social responsibility. Several studies
indicate that taxpayer awareness has a positive effect on compliance, as individuals with
higher awareness are more likely to fulfill their tax obligations voluntarily. Meitriana et al.
(2023) explain that, according to the Directorate General of Taxes, there are several factors
contributing to the low level of taxpayer awareness in fulfilling tax obligations, including:
(1) non-compliance with tax regulations, (2) low public trust in tax authorities, and (3) most
importantly, the limited understanding of tax regulations among the public in Indonesia.

In addition to awareness, tax knowledge is another internal factor that plays an
important role in shaping compliance behavior. Suwena et al. (2019) define tax as a
mandatory contribution or levy imposed by the government on the public (taxpayers) to
finance routine state expenditures and development costs, without any direct or specific
return to the taxpayer. Tax knowledge includes an understanding of regulations, tax rates,
reporting procedures, as well as taxpayer rights and obligations. Taxpayers with a good level
of knowledge are more capable of carrying out their tax obligations accurately and correctly.
However, previous studies have shown mixed results, where some find a significant positive
effect, while others indicate that knowledge does not always influence taxpayer compliance.

An external factor that also influences taxpayer compliance is tax sanctions. Tax
sanctions are legal instruments intended to encourage compliance through a deterrent effect.
From a theoretical perspective, sanctions that are firm, fair, and consistently enforced will
increase taxpayer compliance. Various studies show that tax sanctions have a positive
influence on compliance, although some findings suggest that their effectiveness depends on
the level of enforcement and taxpayers’ perceptions of fairness in the tax system. According
to Irwansyah et al. (2023), tax avoidance refers to the process of structuring a taxpayer’s
business activities and transactions in such a way that the tax liability is minimized while still
remaining in compliance with tax regulations.

A number of empirical studies, both at the national and international levels, indicate
that taxpayer awareness, tax knowledge, and tax sanctions are important determinants in
improving MSME taxpayer compliance. However, these studies still show inconsistencies,
suggesting that the relationships among variables are contextual and influenced by social,
economic conditions, as well as the characteristics of taxpayers in different regions.

This is consistent with the study by Telagawathi et al. (2025), which found that tax
service quality, tax knowledge, and tax sanctions are three key factors that significantly
contribute to the level of taxpayer compliance. Irwansyah et al. (2024) state that Micro,
Small, and Medium Enterprises (MSMEs) are expected to become key actors in such
conditions, particularly in developing countries like Indonesia. Irwansyah et al. (2024) state
that Indonesia, as a developing country, demonstrates promising economic potential,
particularly in the Micro, Small, and Medium Enterprises (MSME) sector, which has
experienced significant growth. Telagawathi et al. (2022) state that once MSMEs are
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integrated into the digital ecosystem, they must compete with existing digital business
players.

Thus, based on the theoretical and empirical review presented, it can be concluded
that MSME taxpayer compliance is influenced by a combination of internal and external
factors. Therefore, this study focuses on examining the effect of taxpayer awareness, tax
knowledge, and tax sanctions on MSME taxpayer compliance, particularly in South Badung
Tax Office area, in order to provide empirical contributions in clarifying the inconsistencies
found in previous studies.

RESEARCH METHOD

This study employs a quantitative approach with an explanatory research design
aimed at analyzing the causal relationship between independent and dependent variables. The
independent variables in this study include taxpayer awareness, tax knowledge, and tax
sanctions, while the dependent variable is MSME taxpayer compliance. This approach is
chosen as it allows for empirical hypothesis testing through statistical analysis.

The research was conducted on MSME taxpayers registered at South Badung Tax
Office. The population consisted of 11,521 MSME taxpayers based on 2024 data. The
sampling technique used was purposive sampling with the following criteria: taxpayers who
have been active for at least two years, have submitted at least one Annual Tax Return (SPT)
within the last two years, and are willing to participate as respondents. The sample size was
determined using the Slovin formula with a 10% margin of error, resulting in a minimum of
100 respondents.

The data used in this study are primary data obtained through the distribution of
questionnaires to respondents. The research instrument uses a five-point Likert scale, ranging
from “strongly disagree” to “strongly agree.” The questionnaire was developed based on
indicators for each variable, consisting of four indicators per variable, resulting in a total of
16 statement items. Prior to use, the instrument was tested for validity and reliability. Before
hypothesis testing, the research instrument was first tested for validity using corrected item
correlation with a criterion of correlation value > 0.30. Subsequently, a reliability test was
conducted using Cronbach's Alpha, where a construct is considered reliable if the alpha value
>0.60.

Regression Tests (t, F and R?)

The data analysis technique employed is multiple linear regression analysis using

SPSS software. The regression model used in this study is:
Y=a+biX;+bxXo+bsXz+e

After the classical assumption tests are satisfied, the next stage involves conducting
t-tests, F-tests, and the coefficient of determination test to determine the influence of
independent variables on the dependent variable. These tests are used to assess both partial
and simultaneous effects, as well as to measure how much the independent variables
contribute in explaining variations in employee performance.
t-test

The t-test is used to determine the effect of each independent variable on the
dependent variable individually. If the significance value is < 0.05 or the calculated t-value
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(t-count) is greater than the t-table value, then the independent variable has a significant
effect on the dependent variable.
F-test

The F-test aims to determine the joint effect of independent variables on the
dependent variable. If the significance value is < 0.05 or the calculated F-value (F-count) is
greater than the F-table value, then all independent variables simultaneously have a
significant effect on the dependent variable.

Coefficient of Determination Test (R?)

The coefficient of determination test is used to measure how well the independent
variables explain the variation in the dependent variable. An R? value close to 1 indicates that
the model has strong explanatory power regarding the dependent variable.

Research Hypotheses

Based on the theoretical review and findings of previous studies, taxpayer compliance
is influenced by internal factors, namely taxpayer awareness and tax knowledge, as well as
external factors in the form of tax sanctions. Referring to Attribution Theory, the combination
of these factors is believed to shape the compliance behavior of MSME taxpayers. Therefore,
the hypotheses in this study are formulated as follows:

H1: Taxpayer awareness has a positive and significant effect on MSME taxpayer compliance.

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

H3: Tax sanctions have a positive and significant effect on MSME taxpayer compliance.

H4: Taxpayer awareness, tax knowledge, and tax sanctions simultaneously have a positive
and significant effect on MSME taxpayer compliance.

These hypotheses are formulated to empirically test both the individual effects of each
independent variable and their combined effect on MSME taxpayer compliance, particularly
at South Badung Tax Office.

Research Model
Taxpayer Awareness (X1, Y)
Xa, .
(%2, Y) MSME Taxpayer Compliance
Tax Knowledge B l

4

Tax Sanctions - (X, Y) i

(X1, X2, Xs, Y) i

This research framework illustrates the relationship between three independent
variables taxpayer awareness (X1), tax knowledge (X2), and tax sanctions (X3) and one
dependent variable, namely MSME taxpayer compliance (Y). These independent variables
are positioned as factors influencing the level of taxpayer compliance, both individually and
collectively.
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Partially, the relationship between taxpayer awareness and taxpayer compliance is
represented by hypothesis H1. Taxpayer awareness reflects an individual’s attitude and
understanding of the importance of taxes as a contribution to national development.
Taxpayers with a high level of awareness tend to be more compliant, as they perceive taxes
as a moral obligation and social responsibility.

Furthermore, the relationship between tax knowledge and taxpayer compliance is
explained through hypothesis H2. Tax knowledge relates to taxpayers’ understanding of tax
regulations, procedures, and their rights and obligations. The better the level of knowledge
possessed, the easier it is for taxpayers to fulfill their obligations accurately and correctly,
thereby increasing compliance.

The relationship between tax sanctions and taxpayer compliance is represented by
hypothesis H3. Tax sanctions function as a control instrument that imposes consequences for
tax violations. The implementation of firm, fair, and consistent sanctions creates a deterrent
effect, encouraging taxpayers to comply more with their obligations.

In addition to partial effects, this research framework also demonstrates a
simultaneous effect as formulated in hypothesis H4. Taxpayer awareness, tax knowledge,
and tax sanctions collectively influence MSME taxpayer compliance. This indicates that
compliance is the result of an interaction between internal factors, such as awareness and
knowledge, and external factors, such as tax sanctions. Therefore, improving taxpayer
compliance requires a comprehensive approach through education, increased awareness, and
effective enforcement of sanctions.

RESULTS AND DISCUSSION

The research results are presented through descriptive and regression analysis. In the
initial stage, the researcher examined instrument feasibility through validity and reliability
tests. Based on the test results, all indicators for the variables of taxpayer awareness, tax
knowledge, tax sanctions, and taxpayer compliance were declared valid. Reliability values
also showed excellent results, as indicated by Cronbach's Alpha values for each variable
exceeding the required minimum threshold.

Validity Test

The validity test was conducted by examining the corrected item—total correlation. If

the correlation coefficient is >0.30, the research instrument is considered valid.

Table 1.
Validity Test
Indicator Corrected item — total Description
correlation
T X1.1 0,900 Valid
Ao X2 0,887 Valid
(X1) X1.3 0,909 Vahd
X1.4 0,843 Valid
Tax X2.1 0,848 Valid
Knowledge X2.2 0,854 Valid
(X2) X2.3 0,852 Valid
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Indicator Corrected item — total Description
correlation
X2.4 0,853 Valid
Y.1 0,904 Valid
Saiii‘ons Y2 0,897 Valid
(X3) Y.3 0,863 Val¥d
Y.4 0,886 Valid
T X3.1 0,869 Valid
Cofl’l‘}fﬁzgze X3.2 0,878 Valid
R% X3.3 0,867 Val%d
X34 0,888 Valid

Source: Data processed (2025)

Based on the results of the validity test presented in Table 4.11, all statement items
for the variables Taxpayer Awareness (X1), Tax Knowledge (X2), Tax Sanctions (X3), and
Taxpayer Compliance (Y) have corrected item—total correlation values greater than the
minimum threshold of > 0.30. The calculated correlation values (r-count) for Taxpayer
Awareness range from 0.843 to 0.909, Tax Knowledge ranges from 0.848 to 0.854, Tax
Sanctions ranges from 0.863 to 0.904, and Taxpayer Compliance ranges from 0.867 to 0.888.
All these values indicate a strong correlation between each item and the total score of its
respective variable. Therefore, it can be concluded that all items in the research questionnaire
are valid and appropriate for use as research instruments. The instrument has been proven
capable of accurately measuring the research variables and can be continued to the next stage
of analysis.

Multiple Linear Regression

The regression equation analysis examining the effect of Taxpayer Awareness, Tax
Knowledge, and Tax Sanctions on Taxpayer Compliance can be seen in the following
equation.

Y =2,427 +0,303X; + 0,283X; + 0,213Xj3

The constant value of 2.427 indicates that when Taxpayer Awareness (X1), Tax
Knowledge (X2), and Tax Sanctions (X3) are assumed to be absent or equal to zero, the level
of Taxpayer Compliance (Y) remains at 2.427.

The coefficient of 0.303 for X1 means that every one-unit increase in Taxpayer
Awareness will increase Taxpayer Compliance by 0.303 units, assuming other variables
remain constant. The coefficient of 0.283 for X2 indicates that every one-unit increase in Tax
Knowledge will increase Taxpayer Compliance by 0.283 units. The coefficient of 0.213 for
X3 means that every one-unit increase in Tax Sanctions will increase Taxpayer Compliance
by 0.213 units. Overall, all coefficients are positive, indicating that increases in awareness,
knowledge, and tax sanctions will lead to higher taxpayer compliance.
t-test

Based on data processing results using SPSS, the findings are presented in the
following table.

The Effect of Taxpayer Awareness, Tax Knowledge, and Tax Sanctions..... &[S}



Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE) Vol. 9. No. 2 (2026)

e-ISSN: 2621-606X Page: 15652-15664
Table 2.
Partial Test/t-test
Variable t Sig.
X1 (Taxpayer Awareness) 3,208 0,002
X2 (Tax Knowledge) 2,934 0,004
X3 (Tax Sanctions) 2,109 0,038

Source: Data processed (2025)

The Taxpayer Awareness variable produced a t-value of 3.208 with a significance
value of 0.002, which is less than 0.05; therefore, the first hypothesis is accepted. This
indicates that taxpayer awareness has a positive and significant effect on taxpayer
compliance. Furthermore, the Tax Knowledge variable obtained a t-value of 2.934 with a
significance value of 0.004, which is also less than 0.05; thus, the second hypothesis is
accepted, meaning that tax knowledge has a positive and significant effect on taxpayer
compliance.

Meanwhile, the Tax Sanctions variable has a t-value of 2.109 with a significance
value of 0.038, which is likewise less than 0.05; therefore, the third hypothesis is accepted,
indicating that tax sanctions have a positive and significant effect on taxpayer compliance.
F-test

Table 3.
Simultaneous Test (F-test)
ANOVA?
Model Sum of df Mean Square F Sig.
Squares
Regression | 694,313 3 231,438 | 76,499 | 0,000°
1 Residual 290,437 96 3,025
Total 984,750 99

Source: Data processed (2025)

Based on the results of the F-test (ANOVA), the calculated F-value is 76.499 with a
significance level of 0.000. This significance value is less than 0.05 (0.000 < 0.05), therefore
the null hypothesis (Ho) is rejected and the alternative hypothesis (H.) is accepted. This
indicates that the independent variables simultaneously or collectively have a significant
effect on Taxpayer Compliance. Thus, the regression model used in this study is considered
appropriate and can be used to explain the influence of the independent variables on the
dependent variable. Furthermore, when compared with the F-table value at o = 0.05 with df1
=3 and df2 =96 (approximately 2.70), the calculated F-value (76.499) is significantly higher,
further confirming that the research model has a statistically significant effect.
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Coefficient of Determination Test (R?)
Table 4.
Coefficient of Determination Test (R?)

Model Summary

Model R R Square | Adjusted R Square Std. Error of the Estimate

1 0,840* 0,705 0,696 1,73936

Source: Data processed (2025)

The coefficient of determination (R?), which aims to measure the extent to which
Taxpayer Awareness, Tax Knowledge, and Tax Sanctions influence Taxpayer Compliance
at South Badung Tax Office, shows an R-square value of 0.705 (70.5%). This means that
70.5% of Taxpayer Compliance at South Badung Tax Office is explained by Taxpayer
Awareness, Tax Knowledge, and Tax Sanctions, while the remaining 29.5% is influenced by
other variables not included in this study.

The Effect of Taxpayer Awareness on MSME Taxpayer Compliance

The results of the study indicate that taxpayer awareness has a positive and significant
effect on MSME taxpayer compliance. This means that the higher the level of taxpayer
awareness, the higher the level of compliance in fulfilling tax obligations. Empirically, most
respondents already demonstrate a relatively high level of awareness, particularly in terms of
willingness to pay taxes and concern for tax obligations. However, the level of compliance
remains in the moderate category, indicating that awareness has not been fully implemented
consistently in practice, especially in timely reporting and payment of taxes. This condition
suggests that although internal motivation has been established, there are still obstacles in
technical and administrative aspects. Therefore, increasing awareness needs to be
accompanied by better understanding and improvements in the tax system to optimally
enhance compliance. These findings are consistent with previous studies which state that
awareness is a key factor in shaping taxpayer compliance.

H1: Taxpayer awareness has a positive and significant effect on MSME taxpayer compliance.

The Effect of Tax Knowledge on MSME Taxpayer Compliance

The results show that tax knowledge has a positive and significant effect on MSME
taxpayer compliance. This implies that the better taxpayers understand tax regulations and
procedures, the higher their level of compliance. However, the respondents’ level of
knowledge is still categorized as moderate, particularly in technical aspects such as the use
of electronic reporting systems. This is in line with the level of compliance, which is also not
yet optimal, especially in terms of accuracy and timeliness of tax reporting and payment. Tax
knowledge plays an important role in helping taxpayers understand their obligations and
avoid administrative errors. Therefore, improving tax literacy through education and
socialization is essential to encourage compliance. These results are consistent with previous
research emphasizing that knowledge is a crucial factor in shaping compliant behavior.

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

The Effect of Tax Sanctions on MSME Taxpayer Compliance
The results indicate that tax sanctions have a positive and significant effect on MSME
taxpayer compliance. This means that the stricter and more effective the implementation of
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sanctions, the higher the level of taxpayer compliance. However, respondents’ perceptions
of tax sanctions are still in the moderate category, particularly regarding their effectiveness
and deterrent effect. This suggests that sanctions have not yet been fully perceived as a strong
factor in encouraging compliance. Tax sanctions function as an external factor that exerts
pressure on taxpayers to comply. Therefore, consistency and firmness in the application of
sanctions are necessary to improve taxpayer discipline. These findings are in line with
previous studies stating that sanctions play an important role in increasing compliance.

H3: Tax sanctions have a positive and significant effect on MSME taxpayer compliance.

The Effect of Taxpayer Awareness, Tax Knowledge, and Tax Sanctions on MSME
Taxpayer Compliance

The results show that taxpayer awareness, tax knowledge, and tax sanctions
simultaneously have a positive and significant effect on MSME taxpayer compliance. This
indicates that these three variables complement each other in shaping compliance behavior.
Awareness and knowledge act as internal factors that encourage voluntary compliance, while
tax sanctions function as external factors that reinforce compliance through regulatory
pressure. The combination of these factors creates a more comprehensive compliance system.
Although each variable is still categorized as moderate, collectively they contribute
significantly to compliance. This confirms that taxpayer compliance is a multidimensional
phenomenon influenced by the interaction of various factors. Therefore, efforts to improve
compliance should be carried out through an integrated approach, including education,
enhanced understanding, and consistent enforcement of sanctions.

H4: Taxpayer awareness, tax knowledge, and tax sanctions simultaneously have a positive
and significant effect on MSME taxpayer compliance.

CONCLUSION

Based on the research findings, it can be concluded that taxpayer awareness, tax
knowledge, and tax sanctions play an important role in influencing MSME taxpayer
compliance. Partially, taxpayer awareness has been proven to have a positive and significant
effect on compliance, indicating that the higher the level of taxpayer awareness, the greater
the likelihood that taxpayers will voluntarily fulfill their tax obligations.

Tax knowledge also shows a positive and significant effect on MSME taxpayer
compliance. This suggests that a good understanding of tax regulations, procedures, as well
as rights and obligations, encourages taxpayers to carry out their responsibilities accurately
and correctly.

Furthermore, tax sanctions have been found to have a positive and significant effect
on taxpayer compliance. The implementation of firm and consistent sanctions creates a
deterrent effect, thereby increasing taxpayers’ compliance in fulfilling their tax obligations.

Simultaneously, taxpayer awareness, tax knowledge, and tax sanctions collectively
have a significant effect on MSME taxpayer compliance. This indicates that taxpayer
compliance is the result of a combination of interacting internal and external factors.

Therefore, efforts to improve MSME taxpayer compliance need to be carried out
comprehensively through enhancing taxpayer awareness and tax knowledge, as well as
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enforcing effective tax sanctions. These findings are expected to serve as a basis for tax
authorities in formulating more targeted policies to improve MSME taxpayer compliance.
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