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ABSTRACT

Indonesia is a country with a relatively large level of MSMEs development. The
Micro, Small, and Medium Enterprises (MSMEs) sector itself has a crucial role and
is the main pillar of a country’s progress. Ironically, this rapid development is not
followed by the compliance of MSMEs taxpayer. Based on the survey results by
the Directorate General of Taxes of the Indonesian Ministry of Finance in 2019,
the contribution of MSMEs final income tax was only IDR 7.5 trillion or only
around 1.1% of the total income tax revenue in the same year 711.2 trillion. Thus,
it is important to explore the main factors causing (non)compliance of MSMEs in
paying their taxes. This research examined the effect of perceptions of corruption
and trust in the government on MSMEs’ taxpayer compliance with perceived justice
as a moderating variable. This study used a questionnaire survey design with
hypothesis testing. The samples included MSMEs actors who had been operating
for more than one year and MSMEs actors who already had a taxpayer identification
number. The results uncovered that the perceptions of corruption negatively
affected MSMEs’ taxpayer compliance, while trust in the government positively
affected MSMEs’ taxpayer compliance. The perceived justice could not moderate the
effect of perceptions of corruption on MSMEs’ taxpayer compliance. However, the
perceived justice strengthened the influence of trust in the government on MSMEs’
taxpayer compliance. This study’s results are additional discussion toward theory
and literature related to taxpayer compliance. Specifically, this study proposes a tax
compliance model by testing perceived justice as a moderation variable.
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HaJIOTOBOTO 3aKOHOaTesIbeTBa. 1o pesysbrataM ormpoca, mpoBeneHHOro I'eHepais-
HBIM HaJIOTOBBIM yIlpaBjieHveM Munwucrepcrsa dpunancos VMumonesvm B 2019 r.,
BKJIaJ], HajIora Ha JIOXOZBI (IpMOBLIb) OT JAHHOTO CEKTOpa COCTaBWII BCero 7,5 TpiiH
vHIoHe3UICKMX pyrmii (1,1% oT obIIyX IIOCTYIUIEHNMIT OT HaJIora Ha IpVUOBUIb B TOM
JKe TOy, KOTOpEIe cocTaBvwm 711,2 TpiH vHOoHe3nckmx pymmii). COOTBETCTBEHHO,
Ba)XHO M3yUYNTh OCHOBHBIE (PaKTOPBI, BhI3bIBaroIe HecoomopeHnne MMCII tpebo-
BaHWI II0 yIUIaTe HaJIOTOB. B 3TOM mcciienoBaHmMy M3y4aioch BIIVISTHVIE BOCIIPUATS
KOPPYIILINUM VI JOBepYs K MPaBUTEIbCTBY Ha COOTBETCTBIIE HaJIOrOIUIATe IbIIVIKAM
CeKTOpa MMKPO-, MAJIBIX ¥ CPEIHVX NPeAIIpUSTUI BOCIIPVISTIIO CIIpaBeINBOCTI
KaK CIep>XMBaroIleyl IepeMeHHOV. MBI MCHOoIb30Balil aHKeTHpOBaHue IS IIpo-
BepKu rumoTes. B BeIOopKy Bonwm cyopekTel MMCTI, ocyriecTsiisrome cBOO Ies-
TeJIbHOCTh Bostee ogHOrO rofa, 1 cyosekTsl MMCII, y koTOpBIX yXe ObUI MaeHTdN-
KaIIMIOHHBIVI HOMep HaJlororvlaTesibiyKa. Pe3ysibTaTel IMOKa3asIi, 9TO BOCIPUSITIE
KOPPYIIIMM HeTaTUBHO IOB/sUI0 Ha cobmonerne MMCII TpeGoBaHMiT HAJIOTOBOrO
3aKOHO/ATe/IbCTBA, B TO BpeMsl Kak JloBepue K IIPaBUTeIbCTBY ITOJIOKMTEIbHO I10-
BJIVISUIO Ha COOJTIOfIeHIe STVIM CEKTOPOM TpeOOBaHNII HAJIOrOBOI'O 3aKOHOATEIIbCTBA.
BocripuHMMaeMast CripaBe/IMBOCTb He MOIJIA CMSTYUTD BIIVISIHVE BOCIIPUSITHS KOP-
pyHumumM Ha coOJIofieHne HajloroIvlaTesIbIIKaMy TpeOoBaHWMIT 3aKOHOJATe IbCTBa.
Onnako IpefiosaraeMasi CIipaBejIMBOCTb YCIIIVIIA BIIVISTHIIE JOBEePU K IIPaBUTeIIb-
CTBY Ha coOJrfofieHVie TpeOOBaHMVI 3aKOHOIATEILCTBA. Pe3ysIbTaTk MccieqoBaHMs SIB-
JISTIOTCS JTOTIOJTHUTEIbHBIM BKJIa/IOM B IIPO0OJIeMaTHKy, CBA3aHHYIO C COOJIIOfIeHreM
HaJIOroIUIaTelIbIIKaMI TpeOOBaHWUYI 3aKOHOIATeIbCTBA. B 4acTHOCTY, B MCCIIenoBa-
HVV IIpefjlaraeTcsi MOTeIIb COOIIOeH ISl HAJIOTOBOTO 3aKOHOIATe IbCTBA ITyTeM IIPo-
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BEepPKU BOCl'IpT/IHVIMaeMOVI CITpaBeJIMBOCTV KaK praBJ’ISIeMOVI HepeMeHHOVL

KIIFOYEBBIE CJIOBA

BOCIIpVIATVIE KOPPYIIINN, JOBEPpYe K IIPpaBUTEIbCTBY, BOCIIPUATIIE CIIPABEJIVIBOCT,
COGJ’IIO,HEHVIE HaJIOTOIUIaTe/IbIIVIKaMU 3aKOHOIaTeJIbCTBa

1. Introduction

The problem of the taxpayer com-
pliance level continues to be an issue in
taxation in many countries, especially in
developing ones like Indonesia [1]. Tax
compliance has also become essential for
personal and corporate taxation in deve-
loped and developing countries. It em-
phasizes the responsibility of taxpayers to
report income and determines tax obliga-
tions [2].

Specifically, Indonesia has relatively
developed capabilities in the taxation sec-
tor, including Micro, Small, and Medium
Enterprises (MSMEs) [3].

The MSMEs sector plays a major role
in supporting local economic activities
with all their characteristics, which can
provide many choices of economic ac-
tivities that are much needed by produ-
cers, consumers, and the government [4].
MSMEs are also considered a high-risk
tax compliance group [5]. In 2018, Indo-
nesia’s MSMEs were recorded at 64.2 mil-
lion, and this increased by 1.98% in 2019
to 65.5 million MSMEs [6].
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However, the rapid development of
MSMEs is not followed by MSMEs’ tax-
payer compliance in reporting their tax ob-
ligations, so they do not contribute much
to national income [7]. Based on data from
the Directorate General of Taxes (DGT) at
the Ministry of Finance of Indonesia 2019,
the contribution of MSMEs’ final income
tax amounted to IDR 7.5 trillion, or only
about 1.1% of the total income tax revenue
in the same year of IDR 711.2 trillion [8].
In addition, based on DGT data, MSMEs
taxpayers who made tax payments with
the 0.5% final income tax scheme in 2019
were only 2.3 million of the total MSMEs
actors [9].

The perception of corruption is one
of the factors causing taxpayer compli-
ance [10]. The perception of corruption
has significant meaning when the princi-
ples of accountability and justice contin-
ue to erode. It will eventually indirectly
impact the government’s level of public
trust [11]. In this case, one’s perception
affects compliance in carrying out pay-
ments from individual taxpayers, where
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the more corrupt officials and govern-
ment, the higher the taxpayer’s distrust
in their taxes [12].

This issue is relevant in Indonesia as
Transparency International publishes that
Indonesia was ranked 89" out of 180 coun-
tries. This score indicates that Indone-
sia’s corruption cases are still relatively
high [13]. Departing from this, the rise of
cases of tax manipulation and corruption
in Indonesia might trigger people wary of
paying their taxes [14].

Furthermore, research examining
the relationship between perceptions
of corruption and tax obligations has
been conducted several times, but the
results are inconclusive. While some
studies deduced that corruption percep-
tions negatively affected taxpayer com-
pliance [10; 15-19], in contrast, another
study revealed that perceptions of cor-
ruption positively affected taxpayer com-
pliance [20]. Moreover, empirical studies
using cross-country frameworks found
a negative relationship between indica-
tors of perceptions of corruption or tax
morale and tax compliance [18; 19].

Apart from perceptions of corrup-
tion, taxpayer compliance is also influ-
enced by trust in the government. It is
an essential indicator of the success of
various government policies, programs,
and regulations that rely on communi-
ty cooperation and compliance [21; 22].
When the government can assure the trust
of the taxpayers, the taxpayers become
enthusiastic about fulfilling their tax ob-
ligations [23]. Some prior studies con-
ducted [9; 17; 21] confirmed that trust in
the government affected taxpayer compli-
ance. Differently, Purnamasari, et al. [30]
research revealed diverse results that
trust in the government did not affect
taxpayer compliance.

The inconsistency of prior results
has promoted a gap that needs to be
explored further. Thus, to answer this
gap, the promotion of intermediary va-
riables is needed. To do so, we exam-
ined the perception of justice towards the
government as a moderator. Perceived
justice is one of the factors causing tax-
payer compliance since the citizens be-
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lieve that when they pay taxes, they will
receive adequate public service benefits
compared to their contributions [31].
When taxpayers perceive the tax sys-
tem as fair, neutral, and reliable, they
tend to exhibit greater tax compliance
behavior [32].

Also, it is important to how taxpayers
view the tax system since a fair tax sys-
tem will demonstrate compliance with
taxpayers [23]. In short, it is related to the
extent to which taxpayers perceive pro-
cedural will increase perceived inequities
related to lack of regulatory clarity and
thus lead to similar consequences for tax
compliance [33].

Some prior studies [21; 27; 38] de-
duced that justice affected taxpayer com-
pliance. Relying on the developed argu-
ments above, we assume that when tax
procedures can be carried out properly,
it will weaken the impact of corruption
perceptions on tax compliance and streng-
then trust’s effect on tax compliance.

Specifically, this study examines the
factors influencing MSMEs’ taxpayer com-
pliance, namely perceptions of corruption
and trust in government moderated by
perceived justice, in MSMEs in Indonesia.
The contribution of this study is to pro-
vide beneficial input to the Directorate
General of Taxes in formulating policies
related to taxation, especially to improve
tax compliance by MSMEs.

Currently, the Indonesian govern-
ment is focusing on developing e-tax
policies to improve tax compliance. But
in our opinion, this will not work opti-
mally to increase tax compliance if the
aspect of public trust in tax management
is not considered. Theoretically, the re-
search results expand the literature re-
garding perceptions of corruption and
trust in the government on MSMEs tax-
payer compliance. New insights explore
the moderation role of perceptions of
justice.

This study aims to address issues of
corruption and tax compliance in MSMEs.
We tested the effect of perceptions of cor-
ruption and trust in the government on
MSMEs tax compliance with perceived of
justice as a moderator.
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We formulated the research hypotheses
as follows:

H1: The perception of corruption
negatively affects MSMEs’ taxpayer com-
pliance.

H2: Trust in the government positive-
ly affects MSMEs’ taxpayer compliance.

H3: The perceived justice streng-
thens the negative influence of percep-
tions of corruption on MSMEs’ taxpayer
compliance.

H4: The perceived justice strengthens
the positive influence of trust in the govern-
ment on MSMESs' taxpayer compliance.

Article structure. In the next section,
we presented the literature review that
contains theoretical references used and
the hypotheses formulated. In the follo-
wing section, methodology of this study
is elaborated. Next section explained the
results and discussions. Lastly, conclusion
section closed the paper.

2. Literature Review

2.1. Theories

Ajzen [39] proposed that the Theory
of Planned Behavior (TPB) describes the
relationship between a person’s behavior
and attitudes through three main factors:
behavioral beliefs, normative beliefs, and
control beliefs (behavior beliefs formed
through the necessary resources or op-
portunities).

This theory suggests that the beha-
vior of any individual in any situation
is not a sudden consequence of an event
but that every behavior is supported by
many factors that will shape a person’s
behavior [40].

In this case, the attitude of the taxpayer
to behave positively or negatively, which
has been formed from the knowledge and
experience of tax professionals or the expe-
rience of others, will form the intention of
tax professionals to comply with the appli-
cable tax laws and regulations [41].

Under the Theory of Planned Beha-
vior (TPB), behavioral beliefs can form
attitudes. This variable is related to an at-
titude, i.e., trust in the government. Mean-
while, normative beliefs can be associated
with perceptions of corruption, while con-
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trol beliefs can be related to the perceived
justice. In addition, this theory elucidates
that an individual’s attitude toward a be-
havior is based on behavioral beliefs,
which refer to the consequences of a be-
havior [42]. The Theory of Planned Beha-
vior also explains that the public’s desire
to determine compliance or non-compli-
ance in fulfilling their tax obligations is
influenced by attitudes and environmen-
tal influences related to the formation of
subjective norms in fulfilling taxpayers;
thus, the theory is relevant in this study.

Meanwhile, attribution theory was
first discovered by Heider [43]. This theory
explains a person’s behavior. Attribution
theory also argues that when individuals
observe someone’s behavior, they want
to try to determine whether it is caused
by the character (internal factors) or the
situation (external factors) [44].

Referring to attribution theory, a per-
son’s behavior is associated with exter-
nal and internal factors, where behavior
caused by external factors is the behavior
of individuals who will be forced to be-
have because of the situation, while in-
ternal factors are behaviors believed to be
under personal control [45].

According to attribution theory, tax
perception influences taxpayer compli-
ance [46]. In this respect, it indicates that
perceptions of corruption and trust in the
government are internal factors that can
affect individual behavior in obedient be-
havior [47].

Moreover, at the heart of attribution
theory is the assertion that people are
in a position to continually attempt to
explain the events they encounter [48].
Hence, attribution theory is relevant to
this study since one’s perception of jud-
ging others strongly influences internal
and external conditions [30].

2.2, Perception of Corruption
and Taxpayer Compliance

Corruption is an event currently be-
coming a topic regarding the perpetrators
of destruction in regulation and institu-
tion through the media so that it sacrifi-
ces broader interests than analyzing so-
cial incidents, political backgrounds, and
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economics [49]. Corruption is a form of
behavior that violates public service
ethics [50].

Previous studies revealed that a coun-
try’s high level of corruption would ne-
gatively impact taxpayers’ attitudes and
norms towards carrying out their tax ob-
ligations [10].

The research results by Tahar and Ra-
chman [51] have proven that the percep-
tion of taxpayers regarding tax persons
who commit corruption did not signifi-
cantly affect taxpayer compliance.

Another study, also stated that the
perception of corruption had a negative
effect on taxpayer compliance [15; 16].
Based on the Theory of Planned Behavior
in the normative belief section, it is said
that individual beliefs in the normative
expectations of others motivate them to
fulfill these expectations.

H1: The perception of corruption
negatively affects MSMEs’ taxpayer com-
pliance.

2.3. Trust in the Government
and Taxpayer Compliance

Trust in the government manifests
in taxpayers’ expectations of tax offi-
cials in carrying out the tax system per
applicable norms and values [23]. Trust
in government seems important in any
country as it not only influences the tax
attitude of citizens but, more impor-
tantly, also enables the government to
function more efficiently or even reduce
crime rates [21].

Trust in the government affected indi-
vidual voluntary tax compliance behavior
in a positive direction [17]. This statement
is reinforced by Arismayani et al. [52],
explaining that the level of trust in the
government and the law significantly
affected taxpayer compliance.

Another study also mentioned the
significant influence of the level of trust
on MSMEs’ taxpayer compliance [25].
Moreover, in attribution theory, trust is
an internal factor that affects taxpayers.
Attribution theory also explains that the
taxpayer’s perception of trust in the go-
vernment is the reason that can impact
taxpayers in making decisions regarding
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taxpayer compliance in carrying out their
tax obligations.

H2: Trust in the government positive-
ly affects MSMEs’ taxpayer compliance.

2.4. Perceptions of Corruption, Perceivide
of Justice, and Taxpayer Compliance

The tax perceived justice argues that
taxpayers will have a fair perception if the
benefits provided by the government to
taxpayers are in line with their contribu-
tion to the tax system. If the taxpayer gets
minimal justice and feels disadvantaged,
the taxpayer’s perception of tax evasion
may be higher. It agrees with Irawan [27]
research, which stated that the perception
of fairness of the taxation system could
affect taxpayer compliance. Beside that,
tax justice affected the perception of tax-
payers about the ethics of tax evasion [35].

Another research by Hermawan et al.
[53] explained that knowledge of corrup-
tion and tax justice significantly affected
individual taxpayer compliance. Based
on attribution theory, perceived justice is
an external factor that affects taxpayers
in carrying out their tax obligations. Tax-
payers will comply in carrying out their
tax obligations if the tax funds they have
paid are not misused and tax officials be-
have fairly in their taxation system.

H3: The perceived justice streng-
thens the negative influence of percep-
tions of corruption on MSMEs’ taxpayer
compliance.

2.5. Trust in the Government, Perceivide
of Justice, and Taxpayer Compliance

A fair taxation system is equal treat-
ment for people or entities in the same
economic situation (for example, having
the same annual income) and providing
different treatment for people or entities
in different economic conditions [47]. The
justice in question is where the imposition
of tax rates on taxpayers is proportional
to the ability to pay taxes in accordance
with the benefits received. Trust in the
government in tax compliance mediated
by perceptions of tax justice had a positive
influence [26].

Another study by Faizal et al. [29]
explained that the relationship between
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taxpayers and the government depended
on the trust and fair treatment of tax offi-
cials in terms of taxation.

It aligns with research conducted by
Giizel et al. [23] that there was a positive
influence between trust in the government
on tax compliance through tax justice as
a mediating variable.

Gobena & Van Dijke [54] also de-
scribed that perception of fairness and
trust in tax authorities positively affec-
ted taxpayer compliance. The effect of tax
justice on tax compliance is based on the
Theory of Planned Behavior in the control
belief section, suggesting that personal
beliefs are about the things that drive
their behavior and the perception of how
strongly both influence their behavior.

H4: The perceived justice streng-
thens the positive influence of trust in the
government on MSMEs’ taxpayer com-
pliance.

In the next section, we described the
methodology section which contains a de-
scription of the population, sample, data
collection techniques, and data analysis
techniques.

3. Methodology

Based on the above studies, this re-
search uses two theories, namely Theory
of Planned Behaviour (TPB) and attribu-
tion theory. These two theories are more
relevant to be adopted in this study than
others. It is because a person’s perception
is more reflective of a person’s condition
which can be influenced by internal and
external conditions such as attitudes and
environmental influences related to the

Perception
of Corruption

Trust
in Government

Perceived
of Justice

formation of subjective norms in taxpayer
compliance as described in Theory of
Planned Behaviour (TPB) and attribution
theory. Furthermore, the issue of taxpayer
compliance is a current issue because the
problem of perceived corruption is not
okay in Indonesia. Based on the hypothe-
ses developed, we formulate the research
model as shown in Figure 1.

This study used primary data ob-
tained through original sources, while
the data in this study were quantitative.
Data were obtained by distributing ques-
tionnaires to respondents in Yogyakarta
City, Pekanbaru City, Samarinda City,
Ternate City, Mataram City, and Kari-
mun Regency, representing the major
islands in Indonesia. The data analysis
technique employed Partial Least Square
(PLS). PLS can examine statistical prob-
lems by measuring relationship paths si-
multaneously [55].

In addition, the adoption of PLS is
suitable in this study as it allows for
a relatively small sample size and can in-
crease the complexity of the model [56].
Hair Jr, et al. [55] revealed that the stages
of using PLS consist of: (1) Model speci-
fications; (2) Evaluation of outer models
(validity and reliability); (3) Evaluation
of the inner model.

The population in this study was
MSMEs businesspeople in Indonesia. The
sampling technique was the purposive
sampling method. The sampling criteria
in this study included: MSMEs actors who
had been operating for more than one
year and MSMEs actors who already had
a taxpayer identification number (TIN).

MSME
Taxpayer
Compliance

Figure 1. Research Model
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This criterion is based on the existence of
taxpayer provisions for entities that have
met legality and have been operating for
more than one year. Moreover, a mini-
mum sample size is required to validate
the research result’s validity [57].

Memon et al. [58] recommend Power
analysis to determine sample size. Based
on the Power analysis calculations, it was
suggested that the minimum sample size
for this study is 85 MSMEs. As a total of
360 questionnaire responses were suc-
cessfully collected, the sample size for this
study met the recommended minimum
sample size.

The research instrument was adopt-
ed from several previous studies, name-
ly, tax compliance by Yadinta et al. [59],
perceptions of corruption by Wibisono
[12], trust in government by Yusuf [60],
and perceptions of justice by Susanto
et al. [61].

The calculation scale employed in
this questionnaire was a Likert scale of 1
to 5, ranging from strongly disagree (1) to
strongly agree (5).

As this research approach is a self-re-
ported survey, there is a potential for nor-
mative bias, commonly called the Common
Method Variance (CMV). One technique
that is often used to detect this problem is
Harman'’s Single Factor Test [62].

In line with this, we conducted a bias
test to determine the potential for bias,
error, complexity, ambiguity, and ques-
tionnaire scale format [63]. Bias is signi-
ficant if one latent factor contributes more
than 50% [64]. The test results show that
the highest latent factor only accounts for
28.63% of the variance. Therefore, test bias
did not pose a serious threat to this study.

The sample in this study were MSMEs
taxpayers spread across several regions,
namely the City/Regency of Pekan Baru,
Yogyakarta, the Ternate, the Samarinda,
Mataram, and Karimun. Questionnaires
were distributed from 14 September 2021
to 16 October 2021. Of the 430 question-
naires distributed, 360 questionnaires
were returned. All returned questionnaire
sheets were filled in completely by the re-
spondents. So that all questionnaires can be
used for data analysis. This Respondents’
characteristics is presented in Table 1, iden-
tifying gender, age, type of business, and
the amount of turnover per year.

The next section presented results and
discussion. In detail, it highlighted the re-
lated research findings and exposure and
interpretation of the data obtained which
are then connected to the foundation or
theory adopted in this study. It also high-
lighted the positioning of this study re-
sults among existing literature.

Table 1

Statistical Data on Respondents” Characteristics

Information ‘ Description ‘ Number ‘ Percentage (%)
Gender Female 181 50.78
Male 179 49.72
Age 20-31 years old 138 38.33
31-41 years old 105 29.17
42-49 years old 70 19.44
50 years old 47 13.06
Type of business Trading 222 61.67
Service 79 21.94
Manufacture 59 16.39
The amount of turnover < IDR 600.000.000 286 79.44
peryear IDR 600.000.000 - IDR 4.800.000.000 51 14.17
> IDR 4.800.000.000 23 6.39
Number of respondents 360 100.00
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4. Results

4.1. Measurement test

Before testing the hypothesis, it is nec-
essary to test the validity and reliability.
The validity test consists of two parts,
namely convergent validity and discrimi-
nant validity. First, we assessed conver-
gent validity to ensure the ability of indi-
cators to measure constructs (variables).
The convergent validity test evaluated the
outer loading value and the Average Vari-
ance Extracted (AVE) value [55]. The outer
loading value used in testing the conver-
gent validity was more than 0.7, while the
required AVE value is above 0.5, so the
indicator is considered valid [65].

Table 2 shows that the loading and

AVE have met the recommended values.

Thus, all rules of thumb including conver-
gent validity and reliability validity have
been fulfilled.

The indicator of Discriminant Validi-
ty testing is by comparing values between
constructs [66]. In Table 3, the correlation
value for each construct had a higher value
than the other constructs, correlation value,
thus the test results deduce the discrimi-
nant validity has been established [67].

Moreover, reliability testing is then
carried out by looking at the consisten-
cy between indicators. In Table 2, Cron-
bach’s alpha (CA) of each construct had
a value of more than 0.6. In addition, the
value of composite reliability (CR) was
more than 0.7.

Thus, all constructs met the rule
of thumb, which could be said to have

Table 2
Convergent Validity and Reliability Test Results
Variable Indicator Loading
Perceived of justice (AVE = 0.524; CR = 0.846; CA = 0.776)
DK1 Ibelieve that the income tax system in Indonesia is regulated fairly 0.776
DK2 IDbelieve that the income tax burden is distributed fairly to every taxpayer 0.721
DK3  In general, the tax system operates under applicable tax regulations 0.710
DK4 nmy opinion, the use of all funds obtained from taxes for development is 0.710
carried out fairly
DK5 I Dbelieve that each type of tax paid is per the taxpayer’s ability to pay 0.701
Trust in government (AVE = 0.638; CR = 0.875; CA = 0.813)
KKP1 I trust the government system in taxation 0.806
KKP2 Itrustin the laws laid down in taxation 0.852
KKP3 I trustin tax collection used for development 0.817
KKP4 Itrustin the allocation of taxes used for development 0.713
Taxpayer compliance (AVE = 0.662; CR = 0.907; CA = 0.873)
KWP1 1 }?;V;I?tyusa?g aotlalt the tax payable form correctly and completely, following 0.848
KWP2 1 ;glmz{isogaslculate the tax payable correctly according to the applicable 0.847
KWP3 Ireport and pay taxes under the specified time limit 0.819
KWP4 I always pay tax according to the actual amount 0.770
KWP5  Ireport and pay taxes on a personal basis 0.779
Perception of corruption (AVE = 0.631; CR = 0.836; CA = 0.707)
PK1 Ifeel that the state apparatus will embezzle the taxes I have paid 0.826
PK2 i efif;i;h;; iltnii sstate apparatus abuses its position in tax matters to benefit 0.812
PK3  Ifeel reluctant to pay taxes on news of corruption committed by tax officials ~ 0.742

Note. AVE = Average Variance Extracted; CR = Composite Reliability; CA = Cronbach’s Alpha.
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a high-reliability [65]. As the validity and
reliability tests have been fulfilled, the hy-
pothesis testing with the structural model
test can proceed.

The measurement of structural mo-
del used the Adjusted R Square value
to measure the level of variation of the
change in the independent variable to
the dependent variable. The higher the
value of Adjusted R Square, the better the
prediction model of the research model.

In this study, the value of Adjusted R
Square was 0.214. It signifies that taxpayer
compliance was influenced by 21.4% by
the independent variables, and the rest
were influenced by other independent
variables not examined in this study.

Furthermore, Table 4 and Figure 2
display the hypothesis testing results.
Panel A shows the direct effect test re-
sults while Panel B presents the mode-
rating effect.

Table 3
Discriminant Validity Test Results (Fornell-Larcker)
Construct . DK | KKP |  KWP |  PK

Perceived of Justice 0.724

Trust in the government 0.472 0.799

Taxpayer compliance 0.187 0.316 0.813

Perception of corruption -0.263 -0.347 -0.422 0.794
Table 4

Hypothesis testing results

Hypothesis Original Sample ‘ T-Stats P-Values‘ Conclusion
Panel A. Direct Effect
Perceptlon of corruption taxpayer ~0.366 5.370 0.000 Supported
compliance
Trust ip the government taxpayer 0171 3097 0.001 Supported
compliance
Panel B. Moderation Effect
. -

Perceptlon.s of.corruptlon . 0.074 0.889 0.374 Unsupported
Perceived justice taxpayer compliance

. * Supported
Trust in the government . 0116 2637  0.009 (Quasi
Perceived justice taxpayer compliance Moderation)

Perception
of Corruption

Trust
in Government

Perceived
of Justice

MSME
Taxpayer
Compliance

Figure 2. Structural Model Assessment Result
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5. Discussions

5.1. Confirmation of research hypotheses

The hypothesis testing results for the
corruption perception variable indicated
that the perception of corruption negative-
ly affected MSMEs taxpayer compliance.
In other words, HI was supported. The
higher the public perception of corruption
in their country, the lower the taxpayer
compliance. These results reinforce prior
studies that a high level of corruption in
a country will have a negative impact on
the attitudes and norms of taxpayers in car-
rying out their tax obligations [10; 15; 16].

On the one hand, the result showed
that trust in the government positively af-
fected MSMEs taxpayer compliance, so H2
was supported. Thus, it denotes that the
higher the level of trust in the government
towards tax officials, the higher the level of
taxpayer compliance in carrying out their
tax obligations. Here, trust in the govern-
ment manifests taxpayers’ expectations of
tax officers in carrying out their duties un-
der applicable laws and regulations.

There is also a sense of trust in the
government that the taxes they have paid
are not misused, creating a positive view
of taxpayers in making decisions to com-
ply with their tax obligations. Then, tax-
payers will feel safe when paying taxes
because they believe the tax funds paid
are not misused but used for the people’s
benefit. All actions and attitudes of tax
officials in carrying out their duties also
directly influence public trust. The results
of this study are in accordance with prior
research [15; 17; 21], stating that trust in
the government had a positive effect on
MSMEs taxpayer compliance.

Furtheremore, the results for the mod-
erating effect revealed that the perceived
justice could not moderate the relation-
ship between perceptions of corruption
and taxpayer compliance; thus, H3 was
unsupported. It might happen when the
taxpayers thought that even though the
perceived justice in his country is high,
they would still not comply with paying
taxes due to too many reports of corrup-
tion committed by state officials. Here,
taxpayers were worried that the tax funds
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they paid would be misused again by tax
officials. This study’s results align with
Yusmanda [68] research, where tax justice
playsa role as the independent variable,
not a moderator.

In contrast, the results demonstrated
that the perceived justice strengthened the
influence of trust in the government on
MSMEs’ taxpayer compliance, so H4 was
supported. Faizal et al. [29] have elucidat-
ed that the relationship between taxpayers
and the government depends on the trust
and fair treatment of tax officials in terms
of taxation.

Trust in the government can also
be developed if taxpayers view the go-
vernment’s actions or decisions as fair
to them. Tax justice is certainly needed
to foster taxpayers’ trust in the govern-
ment. If the government is fair, trust will
grow by itself. It will certainly result in
taxpayers being obedient in carrying out
their tax obligations and increasing tax
compliance.

Moreover, Widuri and Irawan [26]
that the perception of fair government
practices by taxpayers would increase
taxpayer confidence, whereas perceived
justice would correlate with trust in the
government.

5.2. Practical Implication

This study’s results suggest the im-
portance of eradicating corruption and
increasing public trust, given their signi-
ficant impact on taxpayer compliance. In
addition, the justice aspect also needs to
be the center of attention of the govern-
ment because of its mediation role in the
relationship between public trust and tax
compliance. Having that, this research can
be input for practitioners, especially the
Directorate General of Taxes, to formulate
taxation policies that are expected to in-
crease taxpayer compliance.

5.3. Theoretical Implication

Theoretically, the research results
offer references and empirical studies
in exploring the relationship between
perceptions of corruption and trust in
the government on taxpayer compliance
by adopting perceptions of justice as
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a moderating variable. Furthermore, this
study confirms that the perception of jus-
tice is very important to increase taxpayer
compliance, in this case, MSMEs.

Thus, this study confirms the Theory
of Planned Behavior regarding attitudes
and beliefs, normative beliefs, and control
beliefs which can then influence a person
in fulfilling their tax obligations.

In addition, the study results partial-
ly confirm the premise of the attribution
theory put forward by Heider [43] that
perceptions of fairness are external factors
that affect taxpayer compliance.

But this cannot be adopted perfectly
because one of the hypotheses is not sup-
ported, where perceptions of justice do
not determine the relationship between
perceptions of corruption and tax compli-
ance. However, the results of this study
provide fresh insight into the role of these
two theories in tax compliance studies,
especially in a country with an alarming
level of corruption like Indonesia.

6. Conclusions

This study examined the effect of
perceptions of corruption and trust in
the government on taxpayer compliance
with perceived justice as a moderating
variable. This research was conducted in
Pekanbaru City, Yogyakarta City, Ternate
City, Samarinda City, Mataram City, and
Karimun Regency, Indonesia. The results
concluded that the perception of corrup-
tion negatively affected MSMEs’ taxpayer
compliance, while trust in the government

positively affected MSMEs’ taxpayer com-
pliance.

Moreover, the perceived justice could
not moderate the effect of perceptions of
corruption on MSMEs’ taxpayer compli-
ance. Still, it strengthened the influence of
trust in the government on MSMEs’ tax-
payer compliance.

This study has several limitations that
need to be noted for the readers.

First, the scope of the sample is rela-
tively small, namely, only six regencies/
cities in Indonesia. Therefore, readers
need to be careful in generalizing research
conclusions, especially in the broader con-
text of MSMEs.

Second, this study only uses a single
approach, in this case, a survey. In line
with this, future research is expected to be
able to conduct similar research in other
areas with a wider area coverage. Fur-
thermore, to obtain richer results, further
research is expected to be able to add ad-
ditional data collection methods, namely
through brief interviews with MSMEs
taxpayers.

This study’s results suggest the im-
portance of eradicating corruption and
increasing public trust, given their signifi-
cant impact on taxpayer compliance.

Theoretically, the research results of-
fer references and empirical studies in
exploring the relationship between per-
ceptions of corruption and trust in the
government on taxpayer compliance by
adopting perceptions of justice as a mo-
derating variable.
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