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ABSTRACT
There has been global economic fallout from the Pandemic COVID-19. Micro, Small 
and Medium Enterprises (MSME) is one of the industries hit worst. Many MSMEs 
have seen their profits decline or even disappear. Consequently, tax income dropped. 
In order to raise tax revenue, the government has implemented a number of reforms, 
one of which is a push for greater tax compliance among MSMEs. This study aims 
to analyze the effect of providing tax incentives and understanding taxpayers on 
MSME tax compliance during the COVID-19 pandemic. This study also examines risk 
preferences as moderation. The population in this study is the MSMEs food sector in 
the city of Pekanbaru, Indonesia. Samples were selected using convenience sampling. 
A total of 397 MSMEs in the food sector participated in this study. During the months 
of December 2021 and February 2022, data was gathered by distributing questionnaires 
to taxpayers directly and also by using Google forms. Data analysis techniques used 
SEM with Warp PLS. Tests show that tax incentives affect the compliance of MSME 
taxpayers during the COVID 19. This study demonstrates that understanding MSME 
tax rules can boost compliance. The high risk faced by taxpayers can reduce tax 
compliance even though the government provides tax incentives. However, with 
a high level of understanding, even though taxpayers have risks, they still carry out 
their tax compliance. This study aids the government’s effort to give tax incentives and 
outreach to better comprehend the needs of MSME taxpayers.
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АННОТАЦИЯ
Пандемия COVID-19 привела к глобальным экономическим последствиям.  
Микро-, малые и средние предприятия (ММСП) – один из наиболее пострадав-
ших секторов экономики. Многие предприятия ММСП столкнулись со сниже-
нием прибыли и даже убытками. Соответственно, снизились налоговые посту-
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пления от этого сектора. Для увеличения налоговых поступлений от ММСП 
правительство провело ряд реформ, одна из которых направлена на более стро-
гое соблюдение этим сектором налогового законодательства. В данном исследо-
вании анализируется влияние предоставления налоговых льгот микро-, малому 
и среднему бизнесу в Индонезии в период пандемии COVID-19 и понимания 
условий налогообложения на соблюдение этим сектором налогового законода-
тельства. Также рассматривается роль предпочтения риска в выборе вариантов 
поведения. Всего в этом исследовании приняли участие 397 налогоплательщиков 
ММСП пищевой промышленности в г. Пеканбару, отобранные методом удоб-
ной невероятностной выборки. Данные собраны путем прямой рассылки анкет 
налогоплательщикам, а также с использованием форм Google с декабря 2021 г. по 
февраль 2022 г. В качестве методов анализа данных использовались SEM с Warp 
PLS. Исследование демонстрирует, что налоговые льготы влияют на соблюдение 
налогового законодательства налогоплательщиками ММСП. Также исследование 
показывает, что понимание малым бизнесом условий налогообложения может 
повысить соблюдение требований налогового законодательства. Высокий риск, 
с которым сталкиваются налогоплательщики, может снизить соблюдение нало-
говых требований, даже если правительство предоставляет налоговые льготы. 
Однако при высоком уровне понимания условий налогообложения, хотя налого-
плательщики и несут риски, они все равно выполняют свои налоговые обязатель-
ства. Это исследование способствует усилиям правительства по предоставлению 
налоговых льгот для лучшего понимания потребностей малого бизнеса.

КЛЮЧЕВЫЕ СЛОВА
налоговые льготы, понимание налогового законодательства, соблюдение  
требований налогоплательщиками, предпочтение риска

1. Introduction
The emergence of the COVID-19 pan-

demic that has spread throughout the 
world has impacted every aspect of life. 
Not surprisingly, the COVID-19 Outbreak 
also had an impact in Indonesia. The  
COVID-19 pandemic has had a signif-
icant impact on the Indonesian econo-
my. Among these impacts is weakening  
investment and business continuity.

Micro, Small and Medium Enterprises 
(MSMEs) are one of the businesses affec- 
ted by the COVID-19 pandemic. Accord-
ing to data, as many as 30 million MSMEs 
in Indonesia have gone bankrupt. It not 
only has an impact on people’s income but 
also has an impact on state tax revenues. 
Revenue from the tax sector decreased 
by 8.5% to 8.2% during the COVID-19 
pandemic1.

It is impossible to avoid the drop in 
tax revenue collection, but an effort is 
needed to keep the decline from becoming 
too sharp. In addition, it is necessary to 
ensure the sustainability of sources of tax 

1 ht tps ://www.pajakku.com/read/ 
60504f8ac069d02167e9587b/Diversifikasi-
Penerimaan-Pajak-di-Tengah-Krisis-Pandemi

revenue, namely business/economic ac-
tors, by maintaining supply and demand. 
Under normal conditions, taxes play more 
of a budget function, namely as the pri-
mary source of state revenue. Meanwhile, 
during a pandemic, the tax function 
can switch to a regulatory role, a stabili-
ty function, and an equity function [1]. 
The decline in tax revenues requires the  
government to use various strategies.

Alm et al. [2] stated that during the 
COVID-19 Pandemic, the government 
needed to issue policies to help MSMEs. 
One way to encourage tax compliance is 
by offering tax incentives [3; 4]. According 
to a study [5; 6] on the effect of tax incen-
tives on tax compliance, tax incentives 
encourage tax compliance. Although tax 
incentives are suspected of increasing tax 
compliance, research [7] shows that tax-
payers do not voluntarily pay taxes, so 
tax revenue from MSMEs still needs to be 
satisfactory.

Further encouraging tax compliance 
is the COVID-19 outbreak’s emphasis on 
the importance of following the law. In-
creasing knowledge and correct under-
standing can improve tax compliance. 

https://www.pajakku.com/read/60504f8ac069d02167e9587b/Diversifikasi-Penerimaan-Pajak-di-Tengah-Krisi
https://www.pajakku.com/read/60504f8ac069d02167e9587b/Diversifikasi-Penerimaan-Pajak-di-Tengah-Krisi
https://www.pajakku.com/read/60504f8ac069d02167e9587b/Diversifikasi-Penerimaan-Pajak-di-Tengah-Krisi
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Research [8–11] demonstrates that tax 
compliance is impacted by tax knowledge. 

However, Ayuba et al. [12] shows 
that tax knowledge cannot increase tax 
compliance. The inconsistency of the re-
sults of this study indicates that there is 
a possibility that other variables influence 
it. In this study, we propose risk prefer-
ence as a moderating variable. Risk pref-
erence is an opportunity for taxpayers to 
consider and prioritize the various op-
tions available [13]. 

Alm & Torgler [14] conveyed that his 
behavior toward the risks faced can in-
fluence a taxpayer’s decision. Therefore, 
when taxpayers identify their attitude 
towards risk, they will try to avoid prob-
lems by complying with regulations that 
impact tax compliance.

Wulandari [15] finds taxpayers with 
a high-risk level will affect tax compliance. 
Kartika [16] states that tax compliance and 
preferences have a strong relationship. If 
the taxpayer has low compliance, he will 
feel he has a high risk. Mei & Firman-
syah [17] found that risk preference can 
strengthen the effect of tax understan- 
ding on tax compliance. So is research of  
Alabede et al. [18] proving risk preference 
can moderate tax understanding with tax 
compliance

This paper aims to analyze the effect 
of tax incentives and tax knowledge on 
MSME taxpayer compliance in Indone-
sia during the COVID-19 pandemic. This 
study also examines risk preference as 
moderation.

Research hypotheses:
H1: Tax incentives have a significant 

effect on MSME taxpayer compliance.
H2: Understanding of Tax Regulations 

Affects MSME Taxpayer Compliance.
H3: Risk preference moderates the Ef-

fect of tax incentives on taxpayer compli-
ance.

H4: Risk Preference Moderates the Ef-
fect of Understanding of Tax Regulations 
on MSME Taxpayer Compliance.

In the next section, we will present 
a literature review that explains the theory 
used and the hypotheses we built. Next is 
the research method describing the popu-
lation, sample, data collection techniques, 

variables, and data analysis techniques. 
The following section is the results and 
discussion, then closes with conclusions 
on the research results.

2. Literature review

2.1. Attribution Theory
Attribution is an assumption about 

why someone behaves in a certain way. 
According to [19], attribution bias is a per-
son’s tendency to explain everything, in-
cluding the intentions of other people’s 
behavior. This theory refers to how a per-
son describes the causes of other peo-
ple’s behavior or himself, which will be 
determined whether internal or external 
will influence individual behavior [20]. 
Internal attributions are internal forces or 
dispositions (psychological elements that 
precede behavior) that change a person’s 
behavior [21]. 

The attribution theory employed in 
this study is significant as a supporting 
theory because it clarifies how taxpayer 
behavior is influenced by internal and 
external attributions that alter one’s at-
titude, specifically the attitude toward 
paying taxes. Internal attribution is indi-
cated by the understanding and risk pre- 
ference felt by the taxpayer. Meanwhile, 
external attribution is the regulation of 
tax incentives issued by the government. 
Internal and external attributions can af-
fect the behavior of MSME taxpayers in 
paying their taxes.

2.2. Effect of Tax Incentives  
on Taxpayer Compliance

Brauner & Stewart [22] investigate 
the effectiveness of state tax incentives 
through reducing the tax burden for vari-
ous projects. During the pandemic, several 
new tax incentives have been introduced 
to increase government revenue and im-
prove tax compliance. Tax incentives for 
taxpayers who would be impacted by 
COVID-19 are the first measure (Ministry 
of Finance Decree No. 23/PMK.03/2020).

The existence of tax incentives is 
an external attribution that encourages 
someone to behave. The MSME tax re-
duction during the COVID-19 period, 
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implemented by the government, is ex-
pected to increase MSME tax compliance. 
According to Smith & Stalans [23] also 
explained that a reduction in tax rates can 
improve tax compliance.

H1: Tax incentives have a significant 
effect on MSME taxpayer compliance.

2.3. Effect of understanding tax regulations 
on taxpayer compliance

Robbins & Judge [24] explained that 
the understanding of tax regulations can 
affect tax compliance. Following attribu-
tion theory, understanding regulations 
is an internal and external attribution. 
Understanding tax regulations and their 
external factors is an empirical percep-
tion of taxpayer behavior that influences 
compliance [25]. 

Taxpayers who know tax regula-
tions and have extensive experience in 
the field of taxation will follow the tax-
payer in a way that can appreciate what 
is happening in the taxation system and 
the results of tax returns [26; 27]. Un-
derstanding the government’s restric-
tions published during the COVID-19 
outbreak can help taxpayers behave in 
accordance with the rules. Supriyati & 
Hapsari [9] on individual entrepreneur 
taxpayers shows that ax understanding 
increases tax compliance. Based on this 
description, it is hypothesized:

H2: Understanding of Tax Regulations 
Affects MSME Taxpayer Compliance.

2.4. The role of risk preference 
in moderating the Effect of tax incentives 

on taxpayer compliance
Tax incentives, according to Ridwan & 

Nawir [11] are measures used by the go- 
vernment to entice people and business-
es to spend money or save money by lo- 
wering the taxes they are required to pay. 
The government offers tax incentives to 
support national economic recovery and 
respond to reduced business productivity 
during the COVID-19 pandemic.

One of a person’s traits that affects how 
they act is their affinity for taking risks. As-
war et al. [28] expresses the concept of risk 
preference. There are three scopes: avoi- 
ding risk, neutral in facing risk, and looking 

for threats. Research reveals that the be-
havior of taxpayers in facing risk cannot be 
underestimated in tax compliance. Based 
on [28] when the government has offered 
ease by lowering the tax rate, taxpayers 
can suffer tax penalties for failing to com-
ply with their duties. The amount of threat 
faced by taxpayers can affect the decision 
of MSME taxpayers to implement their 
tax compliance. Based on the description 
above, the hypothesis proposed is:

H3: Risk preference moderates the 
Effect of tax incentives on taxpayer com-
pliance.

2.5. The role of risk preference 
in moderating the influence of tax 

understanding on taxpayer compliance
A taxpayer’s behavior toward the dan-

gers he faces can affect his decision. Seve- 
ral theories on decision-makers, including 
tax compliance theories like rationality 
theory and prospect theory, include risk 
preference as a component. The perspec-
tive theory is the basis used to prioritize 
tax compliance affected by risk.

Alabede et al. [29] uses perspective 
theory to evaluate the impact of risk prefe- 
rence on individual taxpayer compliance 
and finds that it has a beneficial effect. 
Alm & Torgler [14] revealed that the be-
havior of taxpayers in the face of risk does 
not mean that the taxpayer will not fulfill 
their tax obligations. The risk preferences 
faced by MSME taxpayers, such as health 
risks and bankruptcy risks, cause taxpay-
ers to increase their taxpayer understan- 
ding. The existence of risks faced by tax-
payers allows taxpayers to understand 
better tax regulations that enable tax- 
payers to be more obedient in paying taxes. 
If the risk preference level of the taxpayer 
is high, it can be said that it influences the 
taxpayer’s understanding of regulations. 
Taxpayers who tend to be brave in facing 
existing risks are taxpayers with a high-
risk preference. The higher the level of risk 
preference, The greater it is, the more im-
pact it will have on taxpayer compliance 
and understanding of tax laws [30]:

H4: Risk Preference Moderates the Ef-
fect of Understanding of Tax Regulations 
on MSME Taxpayer Compliance.
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3. Research Methodology
The population used in this study is 

MSME taxpayers in Indonesia. This re-
search is devoted to the MSME food sec-
tor in Pekanbaru City. According to data, 
the number of MSMEs in Pekanbaru City 
is 4,645 (source: Office of cooperatives 
and MSMEs). The sampling technique 
used is convenience sampling. To calcu-
late sample adequacy, 397 SMEs were 
selected for the sample size using the 
Slovin formula.

Data collection was carried out 
by sending questionnaires directly to 

MSMEs. Respondents in this study were 
MSME owners or managers.

3.1. Variable Measurement
Operational definitions and variable 

measurements can be seen in Table 1.

3.2. Characteristics of Respondents
A total of 400 questionnaires were dis-

tributed to food SMEs in Pekanbaru City. 
A total of 397 questionnaires can be pro-
cessed (Table 2). 

The characteristics of the participating 
respondents can be seen in Table 3.

Table 1
Variable Measurement

Research variable Indicator Scale

Taxpayer 
compliance (TC)

1. Compliance in registering with the tax office.
2. Compliance in reporting notice of tax payable on time.
3. Compliance in calculating and paying taxes correctly.
4. Observance of paying back taxes.
Adopted from [31]

Ordinal

Tax incentives
(TI)

1. Tax incentives lighten the tax burden.
2. Tax incentives educate the real benefits of taxes that are felt 
directly.
3. Tax incentives reduce costs and increase people’s purchasing 
power.
4. Tax incentives increase tax compliance.
Adopted from [32]

Ordinal

Tax Understanding 
(TU)

1. Understanding of tax ID number.
2. Understanding of tax regulations.
3. Taxpayers allocate funds to pay taxes.
4. Taxpayers seek information and ways of paying taxes.
5. Taxpayers realize that education is needed to know things 
and their tax obligations.
Adopted from [33]

Ordinal

Risk preference 
(RP)

1. Financial risk.
2. Health risks.
3. Social risk.
4. Job risk.
5. Safety risk.
Adopted from [34]

Ordinal

Table 2
Questionnaire description

No Information Amount Percentage

1 Questionnaires distributed 400 100

2 Responded questionnaire 397 99.25

3 Questionnaires that cannot be processed 3 0.75

4 Questionnaires that can be processed 397 99.25
Source: Processed data, 2022



Journal of Tax Reform. 2023;9(1):6–18

11

eISSN 2414-9497

4. Results 

4.1. Results of Descriptive Statistical 
Analysis

Descriptive statistics include the in-
terpretation of the mean, minimum, maxi-
mum, and standard deviation. The aim is to 
analyze data based on the respondents’ re-
sponses to the statements of each variable. 
Descriptive statistics can be seen in Table 4.

The standard deviation for each var-
iable is lower than the mean value. This 
result shows the data is quite good.

4.2. Outer Model test results

4.2.1. Validity test

This test uses convergent validity and 
discriminant validity. The loading factor 
and AVE values indicate whether or not 
an indicator is valid. A construct indicator 
that is said to be valid is if the value of the 
loading factor and AVE (Average Vari-
ance Extracted) > 0.50 [35].

The cross-loading value and correla-
tion value of the structure’s indices with 
other variables both show discriminant 
validity [36]. The results can be seen in 
Table 5.

As can be seen from table 5 above, 
every construct indicator has a loading 
value larger than 0.5 and an AVE value 
greater than 0.5. Each indicator’s factor 
loading value is higher than that of other 
indicators’ factors. It means that all con-
struct indicators have fulfilled the discri-
minant validity requirements.

4.2.2. Reliability Test

Aggregate reliability uses Cronbach’s 
Alpha, and synthesis reliability uses com-
posite reliability. The questionnaire has 
good Cronbach alpha and composite relia-
bility if it has a value greater than 0.7 [35]. 
The results of the reliability test can be 
seen in Table 6. Each construct shows 
a value greater than 0.7, which means 
that reliability is good.

Table 3
Characteristics of Respondents

Information Description Amount Presentation

Gender Number of Respondents:
Man
Woman

397
230
167

100%
58%
42%

Age Number of Respondents:
< 30 years
– 30–40 years
– 41–50 years
>50 years

397
155
99
79
64

100%
39%
25%
20%
16%

Educational background Number of Respondents:
Senior High School
Diploma
Bachelor
> Bachelor

397
92
84
189
32

100%
23%
21%
48%
8%

Source: Processed Data (2022)

Table 4
Descriptive Statistical Analysis

Variable N Min Max Means std. deviation

Tax Incentives 397 3 5 4,100 0.600

Tax Understanding 397 3 5 4,140 0.650

Risk Preference 397 3 5 4,100 0.600

Taxpayer Compliance 397 3 5 4,114 0.625
Source: Primary data analysis, 2022
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Table 5
Combined Loading and Cross Loading
Indicator TC TI TU RP AVE

Taxpayer Compliance

KWP1 0896 0.059 0.047 –0.02 0.748
KWP2 0.782 –0.400 0.409 0.045
KWP3 0.900 0.081 –0.180 –0.230
KWP5 0.678 –0.070 0.013 0.424

Tax Incentives

IP2 –0.050 0.669 –0.390 –0.10 0.715
IP3 –0.120 0.782 0.117 0.033
IP4 –0.150 0.860 –0.180 –0.30
IP5 –0.230 0.743 0.102 0.669

Tax Understanding

PPP1 0.076 0.199 0.856 –0.050 0.799
PPP2 –0.360 –0.120 0.792 0.280
PPP3 0.235 –0.330 0.774 0.152
PPP4 0.211 0.281 0.831 0.005
PPP5 –0.190 –0.070 0.735 –0.410

Risk Preference

PR2 0.816 0.009 –0.320 0.865 0.762
PR3 –0.680 0.015 0.047 0.565
PR4 0.653 0.178 –0.560 0.800
PR5 0.059 –0.130 0.231 0.886
PR6 –0.050 –0.160 0.599 0.797
PR7 –0.750 –0.040 –0.140 0.743
PR8 0.315 –0.190 0.141 0.863
PR9 –0.570 –0.080 0.138 0.700
PR10 0.395 –0.010 0.138 0.832
PR11 0.181 –0.060 –0.280 0.797
PR12 –0.080 0.102 –0.430 0.770

Table 6
Reliability Test Results

Cronbach Alpha Composite Reliability
Taxpayer Compliance (TC) 0.777 0.854
Tax Incentives (TI) 0.747 0.834
Tax Understanding (TU) 0.857 0898
Risk Preference (RP) 0.927 0941

Source: WarpPLS 7.0 processed data

Table 7
Output Results of Fit Indices Models

Index P-Values Criteria Explanation
R Square 0.66
APCs 0.264 P = 0.002 P < 0.05 Received
ARS 0.66 P < 0.001 P < 0.05 Received
AVIV 2,568 Acceptable If <= 5

Ideally <= 3.3
Received

AFVIF 3,752 Acceptable If <= 5
Ideally <= 3.3

Received

Tenenhaus GoF 0.756 Small >= 0.1
Medium >= 0.25

Large >= 0.36

Received

Source: Processed data using WarpPLS 7.0
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4.3. Inner Model Test Results
The results of the inner model test are 

divided into 2, namely: fit and quality in-
dices models and hypothesis testing. The 
results of testing the fit model can be seen 
in Table 7.

Based on the findings in Table 7, it is 
clear that the factors of tax incentives, tax 
law comprehension, and moderation of risk 
preferences can all have a 66% impact on 
the proportion of taxpayer compliance. The 
study did not look at the remaining 34%.

The fit model indicated by the APC 
value has an index value of 0.264 with 
a p-value of P = 0.002. In addition, ARS 
has an index of 0.66 and a p-value of 
0.001 at the same time. Because APC 
has a p-value of less than 0.001, it has 
satisfied the criteria. The p-value for 
ARS is also similar, being p-value 0.001. 
The AVIF value, which should be 5 and  
ideally 3.3, has been satisfied because it 
is 2,568 based on these facts [37].

4.4. Hypothesis test
Hypothesis testing using Warp Pls 7.0 

can be seen in Figure 1 and Table 8.
Hypothesis 1 states that Tax Incen-

tives affect Taxpayer Compliance. The 
test results show the p-value TI → TC 0.01 
which is smaller than 0.05. Thus hypoth-
esis 1 is accepted with a path coefficient 
of 0.22. 

Hypothesis 2 states that understand-
ing tax regulations affects taxpayer com-
pliance. The test results show that the 
p-value TU → TC < 0.001 is smaller than 
0.05, and the path coefficient is 0.69. Thus 
hypothesis 2 is accepted.

Hypothesis 3 states that Tax Incen-
tives affect Taxpayer Compliance mode- 
rated by Risk Preference. The interac-
tion test of Tax Incentives with Risk Pre- 
ference results shows that the p-value  
RP*TU → TC < 0.001 is smaller than 0.05, 
and the path coefficient is –0.2. Thus hy-
pothesis 3 is accepted.

PPP
(R) 5i

PR
(R) 12i

IP
(R) 5i

KWP
(R) 5i

R2 = 0.80β = 0.15
(P = 0.07)

β = –0.14
(P = 0.09)

β = –0.29
(P < 0.01)

β = 0.48
(P = < 0.01)

Figure 1. Structural Equation Model

Table 8
Hypothesis Test Results

Hypothesis Research hypothesis Path Coefficient P-values Information
H1 TI → TC 0.22 0.01 Accepted
H2 TU → TC 0.69 < 0.001 Accepted
H3 RP*TI → TC –0.25 < 0.001 Accepted
H4 RP*TU → TC 0.34 < 0.001 Accepted
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Hypothesis 4 states that Understan- 
ding Regulations influences Taxpayer 
Compliance moderated by Risk Prefer-
ence. The results of testing the interac-
tion of understanding regulations with 
risk preferences show that the p-value  
RP*TU → TC < 0.001 is less than 0.05, and 
the path coefficient is 0.34. Thus hypothe-
sis 4 is accepted.

5. Discussion

5.1. Effect of Tax Incentives  
on Taxpayer Compliance

It is known that tax incentives affect 
taxpayer compliance based on the de-
scription of the research findings above. 
This hypothesis is accepted because it 
follows attribution theory, that a person’s 
behavior is determined by internal and 
external attributions [20].

An external factor that affected MSME 
taxpayers’ tax-paying behavior during the 
COVID-19 pandemic was the existence 
of tax incentive regulations. The findings 
demonstrated that stronger tax incentives 
boosted MSME tax compliance during the 
COVID-19 epidemic.

Government policy to reduce tax 
rates during the COVID-19 period by is-
suing regulations in the form of Ministry 
of Finance Decree no. 23/PMK.03/2020 
provides convenience for MSME taxpay-
ers who encounter economic difficulties 
during the Covid-19 period. MSMEs can 
easily continue to fulfill their tax obliga-
tions thanks to this tax reduction. The 
study’s findings are consistent with pre-
vious research [5; 6; 23].

5.2. Effect of Understanding Tax 
Regulations on Taxpayer Compliance
Based on the explanation of the re-

search results, it is known that under-
standing tax regulations affects MSME 
taxpayer compliance. The study results 
show that with the increasing knowledge 
of MSME taxpayers on rules, the tax- 
payers will respect their tax payments and 
increase taxpayer compliance.

The results of this study also sup-
port the attribution theory. The internal 
and external conditions of the taxpayer 

strongly influence taxpayer compliance. 
It includes his understanding of tax 
regulations as an internal factor and 
his experience in understanding other 
people’s behavior as an external factor, 
so his knowledge of tax regulations in-
fluences taxpayer compliance with tax 
regulations. This research is in line with 
research [8–10] which proves that tax un-
derstanding affects tax compliance.

5.3. Role of Risk Preference 
in Moderating the Effect of Tax Incentives 

on Taxpayer Compliance
The results show that risk preference 

can moderate the Effect of tax incentives 
on tax compliance. The path coefficient 
shows a negative value which means high 
risk, even though there are incentives pro-
vided by the government that will reduce 
the level of tax compliance. 

Avoiding danger is one of the charac-
teristics of a person who can influence his 
behavior [38]. RequiredMSME taxes face 
a choice when taxpayers face risks during 
the COVID-19 pandemic. The existence of 
tax incentives causes taxpayers to choose 
to avoid hazards rather than expose them-
selves to risks. Taxpayers can be influenced 
by their risk-averse behavior, which helps 
ease the burden on taxpayers to report tax-
es on time and improve tax compliance. 
For MSME taxpayers, tax incentives are 
beneficial and can increase taxpayer com-
pliance with the risks they face. 

At low risk, the existence of tax in-
centives will increase tax compliance. 
However, if the dangers faced by MSME 
taxpayers are high, even though the gov-
ernment provides tax incentives, it re-
mains a consideration for taxpayers to 
carry out their tax obligations [28]. 

5.4. The Role of Risk Preference 
in Moderating the Effect of Tax 

Understanding on Taxpayer Compliance
The study results show that risk prefer-

ence moderates tax understanding toward 
tax compliance. The high-risk taxpayers 
face them to increase their knowledge of 
regulations. For example, the low risk of 
late paying taxes can be caused by the tax-
payer’s lack of understanding of tax regu-
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lations. During the COVID-19 period, the 
government issued various regulations to 
help MSMEs. These regulations make it 
easier for MSMEs to reduce the risks faced 
by MSMEs. The new regulation requires 
MSME taxpayers to increase their under-
standing to fulfill their tax obligations.

Research conducted [39] used pro-
spectus theory to test the Effect of risk 
preference on tax payer compliance, and 
the study results showed that risk prefe-
rence had a positive effect on tax payer 
compliance. A study [26] indicates the 
taxpayer’s risk management behavior 
does not mean that the taxpayer will not 
fulfill his tax obligations. These findings 
are supported by research [40], which 
explains that risk preference can change 
the relationship between tax literacy and 
compliance.

6. Conclusion
Based on this research, several con-

clusions were drawn that tax incentives 
and understanding of taxation affected 
MSME taxpayer compliance during the 
COVID-19 pandemic. 

Tax incentives provided by the govern- 
ment could increase MSME taxpayer com-
pliance. Taxpayers’ knowledge of regu-
lations can also improve tax compliance. 
This study also found that the level of risk 

preference affects tax compliance diffe- 
rently. The existence of risk preferences 
can increase the understanding of tax-
payers so that it has an impact on their 
tax compliance. However, a high-risk 
choice will reduce tax compliance even if 
the government provides tax incentives. 
Tax compliance depends on the high or 
low-risk preferences of MSME taxpayers  
during the COVID-19 pandemic.

This research has limitations, namely, 
not being able to cover a wider area. This 
research was only conducted on SMEs in 
the food sector. This study also found that 
the R square was worth 66%, which means 
that there is still another variable of 34% 
that has yet to be studied in this study. 
Therefore, this study suggests that further 
research, in addition to expanding the re-
search area, can also conduct research on 
various MSME sectors. Other studies are 
also advised to test different variables that 
have not been studied in this study.

This research has contributed to the 
theory, especially the theory of attribu-
tion. The influence of tax incentives, tax 
understanding, and risk preferences on 
tax compliance proves the existence of 
internal and external attributions that  
influence the behavior of taxpayers in 
paying their taxes. This research can also 
be used as a comparison with research 
studies before the COVID-19 era.

References
1. Warsito W., Samputra P.L. Potensial of Tax Declining and Tax Policy Strategyto 

Anticipate the Impact of the Covid-19 Pandemic:A National Resilience Perspective. Jurnal 
Ekonomi & Kebijakan Publik. 2020;11(2):93–108. https://doi.org/10.22212/jekp.v11i2.1933 

2. Alm J., Blaufus K., Fochmann M., Kirchler E., Mohr P., Olson N.E., Togler B. Tax Policy 
Measures to Combat the SARS-CoV-2 Pandemic and Considerations to Improve Tax Compliance: 
A Behavioral Perspective. No 2102, Working Papers from Tulane University, 2020. https://doi.
org/10.1628/fa-2020-0014 

3. Inasius F. Factors influencing SME tax compliance: Evidence from Indonesia. 
International Journal of Public Administration. 2019;42(5):367–379. https://doi.org/10.1080/01
900692.2018.1464578 

4. Alm J., Liu Y., Zhang K. Financial constraints and firm tax evasion. International Tax and 
Public Finance. 2019;26(1):71–102. https://doi.org/10.1007/s10797-018-9502-7 

5. Feld L.P., Frey B.S. Tax compliance as the result of a psychological tax contract: The 
role of incentives and responsive regulation. Law & Policy. 2007;29(1):102–120. https://doi.
org/10.1111/j.1467-9930.2007.00248.x 

6. Fan Z., Liu Y. Tax compliance and investment incentives: firm responses to accelerated 
depreciation in China. Journal of Economic Behavior & Organization. 2020;176:1–17. https://doi.
org/10.1016/j.jebo.2020.04.024 

https://doi.org/10.22212/jekp.v11i2.1933
https://doi.org/10.1628/fa-2020-0014
https://doi.org/10.1628/fa-2020-0014
https://doi.org/10.1080/01900692.2018.1464578
https://doi.org/10.1080/01900692.2018.1464578
https://doi.org/10.1007/s10797-018-9502-7
https://doi.org/10.1111/j.1467-9930.2007.00248.x
https://doi.org/10.1111/j.1467-9930.2007.00248.x
https://doi.org/10.1016/j.jebo.2020.04.024
https://doi.org/10.1016/j.jebo.2020.04.024


Journal of Tax Reform. 2023;9(1):6–18

16

eISSN 2414-9497

7. Khairiyah Y.R., Akhmadi M.H. Studi Kualitatif: Dampak Kebijakan Insentif Pajak Usaha 
Kecil Dan Menengah Terhadap Kepatuhan Pajak Dan Penerimaan Negara. Jurnal Manajemen 
Keuangan Publik. 2019;3(2):36–45. https://doi.org/10.31092/jmkp.v3i2.620 

8. Bhegawati D.A.S., Dicriyani N.L.G.M. Tax Reporting Compliance During Covid-19 
Time In Dalang Village. Academy of Accounting and Financial Studies Journal. 2021;25(25):1–11. 
Available at: https://www.abacademies.org/articles/tax-reporting-compliance-during-
covid19-time-in-dalang-village-11394.html 

9. Supriyati S., Hapsari I. Tax Avoidance, Tax Incentives and Tax Compliance During the 
Covid-19 Pandemic: Individual Knowledge Perspectives. Journal of Accounting and Strategic 
Finance. 2021;4(2):222–241. https://doi.org/10.33005/jasf.v4i2.174 

10. Mujiyati, Khalimaturrosyida R. Determinant of Tax Compliance of MSME Taxpayers 
During the Covid-19 Pandemic. In: International Conference on Economics and Business 
Studies (ICOEBS 2022). Atlantis Press; 2022, pp. 216–223. https://doi.org/10.2991/
aebmr.k.220602.028 

11. Ridwan R.E., Nawir I.S. Buku Ekonomi Publik. Pustaka Pelajar; 2021. Available at: 
http://eprints2.ipdn.ac.id/id/eprint/721/1/Ekonomi%20publik.print.2%20%282%29.pdf 

12. Ayuba A., Saad N., Ariffin Z.Z. Perceived service orientation, economic factors, 
psychological factors and tax compliance: Evidence from Nigerian SMEs. Malaysian 
Management Journal. 2016;20:41–57. https://doi.org/10.32890/MMJ.20.2016.9040 

13. Mata R., Frey R., Richter D., Schupp J., Hertwig R. Risk preference: A view from 
psychology. Journal of Economic Perspectives. 2018;32(2):155–172. https://doi.org/10.1257/
jep.32.2.155 

14. Alm J., Torgler B. Culture differences and tax morale in the United States and in Europe. 
Journal of Economic Psychology. 2006;27(2):224–246. https://doi.org/10.1016/j.joep.2005.09.002 

15. Wulandari R. The Effect of Understanding and Tax Sanctions on Taxpayer 
Compliance with Risk Preference as a Moderating Variable. Journal of Business and Banking. 
2020;10(1):169–179. https://doi.org/10.14414/jbb.v10i1.2298 

16. Kartika A. The Influence of Understanding of Tax Regulations and Tax Apparatus Services 
on Taxpayer Compliance with Risk Preference as a Moderating Variable (Case Study of MSMEs 
registered at KPP Pratama Demak). Dinamika Akuntansi Keuangan dan Perbankan. 2015;4(1):29–38. 
Available at: https://www.unisbank.ac.id/ojs/index.php/fe9/article/view/3815 

17. Mei M., Firmansyah A. Kepatuhan Wajib Pajak Dari Sudut Pandang Pengetahuan 
Pajak, Kualitas Pelayanan, Sanksi Pajak: Pemoderasi Preferensi Risiko. E-Jurnal Akuntansi. 
2022;32(11):3272–3288. https://doi.org/10.24843/EJA.2022.v32.i11.p06 

18. Alabede J.O., Ariffin Z.Z., Idris K.M. Individual taxpayers’ attitude and compliance 
behaviour in Nigeria: The moderating role of financial condition and risk preference. Journal of 
Accounting and Taxation. 2011;3(5):91–104. https://doi.org/10.5897/JAT11.010 

19. Myers D.G. Social psychology. New York: Mc Graw Hill., 2010. Available at: https://
diasmumpuni.files.wordpress.com/2018/02/david_g-_myers_social_psychology_10th_
editionbookfi.pdf 

20. Graham S. An attributional theory of motivation. Contemporary Educational Psychology. 
2020;61:101861. https://doi.org/10.1016/j.cedpsych.2020.101861 

21. Tamborini R., Grall C., Prabhu S., Hofer M., Novotny E., Hahn L., et al. Using Attribution 
Theory to Explain the Affective Dispositions of Tireless Moral Monitors Toward Narrative 
Characters. Journal of Communication. 2018;68(5):842–871. https://doi.org/10.1093/joc/jqy049 

22. Brauner Y. The future of tax incentives for developing countries. In: Brauner Y., 
Stewart M. (eds). Tax, law and development. Edward Elgar Publishing; 2013. Ch. 2, pp. 25–56. 
https://doi.org/10.4337/9780857930019.00011 

23. Smith K.W., Stalans L.J. Encouraging Tax Compliance With Positive Incentives: 
A Conceptual Framework and Research Directions. Law & Policy. 1991;13(1):35–53. https://
doi.org/10.1111/j.1467-9930.1991.tb00056.x 

24. Robbins S.P., Judge T.A. Organizational Behavior. Salemba Empat, 2013. Available at: 
https://onesearch.id/Record/IOS2750.8.527 

https://doi.org/10.31092/jmkp.v3i2.620
https://www.abacademies.org/articles/tax-reporting-compliance-during-covid19-time-in-dalang-village-11394.html
https://www.abacademies.org/articles/tax-reporting-compliance-during-covid19-time-in-dalang-village-11394.html
https://doi.org/10.33005/jasf.v4i2.174
https://doi.org/10.2991/aebmr.k.220602.028
https://doi.org/10.2991/aebmr.k.220602.028
http://eprints2.ipdn.ac.id/id/eprint/721/1/Ekonomi%20publik.print.2%20%282%29.pdf
https://doi.org/10.32890/MMJ.20.2016.9040
https://doi.org/10.1257/jep.32.2.155
https://doi.org/10.1257/jep.32.2.155
https://doi.org/10.1016/j.joep.2005.09.002
https://doi.org/10.14414/jbb.v10i1.2298
https://www.unisbank.ac.id/ojs/index.php/fe9/article/view/3815
https://doi.org/10.24843/EJA.2022.v32.i11.p06
https://doi.org/10.5897/JAT11.010
https://diasmumpuni.files.wordpress.com/2018/02/david_g-_myers_social_psychology_10th_editionbookfi.pdf
https://diasmumpuni.files.wordpress.com/2018/02/david_g-_myers_social_psychology_10th_editionbookfi.pdf
https://diasmumpuni.files.wordpress.com/2018/02/david_g-_myers_social_psychology_10th_editionbookfi.pdf
https://doi.org/10.1016/j.cedpsych.2020.101861
https://doi.org/10.1093/joc/jqy049
https://doi.org/10.4337/9780857930019.00011
https://doi.org/10.1111/j.1467-9930.1991.tb00056.x
https://doi.org/10.1111/j.1467-9930.1991.tb00056.x
https://onesearch.id/Record/IOS2750.8.527


Journal of Tax Reform. 2023;9(1):6–18

17

eISSN 2414-9497

25. Yunianti L.N., Putri N.K., Sudibyo Y.A., Rafinda A. The Influence of Awareness, Moral 
Obligations, Tax Access, Service Quality and Tax Sanctions on Taxpayer compliance in Paying 
Motor Vehicle Tax. Journal of Accounting and Strategic Finance. 2019;2(1):1–13. https://doi.
org/10.33005/jasf.v2i1.20 

26. Rabiyah U., Suryani A., Karim A. The Effect of Awareness, Fiscus Services and 
Taxation Knowledge on Taxpayer Compliance At Madya Makassar Kpp. International Journal 
of Innovation Scientific Research and Review. 2021;3(1):797–799. http://journalijisr.com/sites/
default/files/issues-pdf/IJISRR-375.pdf 

27. Septyana K.P., Suprasto H.B. Effect of taxation knowledge, fiscus service, and tax 
sanctions on tax obligation compliance with tax amnesty as moderated variables. International 
Research Journal of Management, IT and Social Sciences. 2019;6(6):111–117. https://doi.
org/10.21744/irjmis.v6n6.773 

28. Aswar K., Ermawati, Saragih R. The Influencing Factors on Taxpayer Compliance: 
A Conceptual Approach. Information Management and Business Review. 2020;11(4):27–32. 
https://doi.org/10.22610/imbr.v11i4(I).2987 

29. Alabede J.O., Affrin Z.B.Z., Idris K.M. Tax service quality and compliance behaviour 
in Nigeria: Do taxpayer’s financial condition and risk preference play any moderating role? 
European Journal of Economics, Finance and Administrative Sciences. 2011;(35):90–108. Available at: 
https://repo.uum.edu.my/id/eprint/3854 

30. Wardani D.K., Nistiana L.D. The Effect of Understanding of Tax Regulations on 
Taxpayer Compliance with Risk Preference as a Moderating Variable. Jurnal Simki Economic. 
2022;5(2):106–118. https://doi.org/10.29407/jse.v5i2.141 

31. Susyanti J., Anwar S.A. Effects of Taxpayer Attitudes, Taxpayer Awareness, Tax 
Knowledge on Tax Compliance During Covid 19. Sebatik. 2020;24(2):171–177. Available at: 
https://jurnal.wicida.ac.id/index.php/sebatik/article/view/1166 

32. Syanti D, Widyasari, Nataherwin. Effect of Tax Incentives, Tax Rates, Tax Sanctions and 
Tax Services on Taxpayer Compliance During the Covid-19 Pandemic. Jurnal Ekonomika dan 
Manajemen. 2020;9(2):108–124. https://doi.org/10.36080/jem.v9i2.1248 

33. Nurkhin A., Novanty I., Muhsin M., Sumiadji S. The influence of tax understanding, 
tax awareness and tax amnesty toward taxpayer compliance. Jurnal Keuangan dan Perbankan. 
2018;22(2):240–255. https://doi.org/10.26905/jkdp.v22i2.1678 

34. Wulandari R. Analysis of Understanding and Tax Sanctions on Taxpayer 
Compliance Through Risk Preference as a Moderating Variable. Vokasi: Jurnal RisetAkuntansi. 
2020;9(2):150–157. https://doi.org/10.23887/vjra.v9i2.29378 

35. Hair Jr., Hult G., Ringle C.M., Sarstedt M., Danks N.P., Ray S. Partial Least Squares 
Structural Equation Modeling (PLS-SEM) Using R. Springer International Publishing; 2021. 
https://doi.org/10.1007/978-3-030-80519-7 

36. Latan H., Ghozali I. Partial Least Squares: Concepts, Methods and Applications using 
WarpPLS 4. Diponegoro University Press; 2014. Available at: https://www.researchgate.net/
publication/283574629_Partial_Least_Squares_Concepts_Methods_and_Applications_using_
WarpPLS_4 

37. Sholihin M., Ratmono D. Analisis SEM-PLS dengan Warp PLS 3.0. Yogyakarta Andi 
Offset; 2013. Available at: https://inlis.madiunkota.go.id/opac/detail-opac?id=427 

38. Aryobimo P.T., Cahyonowati N. The Effect of Taxpayer Perceptions of Fiscal Service 
Quality on Taxpayer Compliance with Taxpayer Financial Conditions and Risk Preference 
as a Moderating Variable (Empirical Study of Individual Taxpayers in Semarang City). 
Diponegoro Journal of Accounting. 2012;1(2):1–12. Available at: https://ejournal3.undip.ac.id/
index.php/accounting/article/view/598 

39. Alabede J.O., Ariffin Z.Z., Idris K.M. Public Governance Quality and Tax Compli- ance 
Behavior in Nigeria : The Moderating Role of Financial Condition and Risk Preference. Issues 
in Social and Environmental Accounting. 2011;5(1):3–24. https://doi.org/10.22164/ISEA.V5I1.54 

40. Dhawan A., Ma L., Kim M.H. Effect of corporate tax avoidance activities on firm 
bankruptcy risk. Journal of Contemporary Accounting & Economics. 2020;16(2):100187. https://
doi.org/10.1016/j.jcae.2020.100187 

https://doi.org/10.33005/jasf.v2i1.20
https://doi.org/10.33005/jasf.v2i1.20
http://journalijisr.com/sites/default/files/issues-pdf/IJISRR-375.pdf
http://journalijisr.com/sites/default/files/issues-pdf/IJISRR-375.pdf
https://doi.org/10.21744/irjmis.v6n6.773
https://doi.org/10.21744/irjmis.v6n6.773
https://doi.org/10.22610/imbr.v11i4(I).2987
https://repo.uum.edu.my/id/eprint/3854
https://doi.org/10.29407/jse.v5i2.141
https://jurnal.wicida.ac.id/index.php/sebatik/article/view/1166
https://doi.org/10.36080/jem.v9i2.1248
https://doi.org/10.26905/jkdp.v22i2.1678
https://doi.org/10.23887/vjra.v9i2.29378
https://doi.org/10.1007/978-3-030-80519-7
https://www.researchgate.net/publication/283574629_Partial_Least_Squares_Concepts_Methods_and_Applications_using_WarpPLS_4
https://www.researchgate.net/publication/283574629_Partial_Least_Squares_Concepts_Methods_and_Applications_using_WarpPLS_4
https://www.researchgate.net/publication/283574629_Partial_Least_Squares_Concepts_Methods_and_Applications_using_WarpPLS_4
https://inlis.madiunkota.go.id/opac/detail-opac?id=427
https://ejournal3.undip.ac.id/index.php/accounting/article/view/598
https://ejournal3.undip.ac.id/index.php/accounting/article/view/598
https://doi.org/10.22164/ISEA.V5I1.54
https://doi.org/10.1016/j.jcae.2020.100187
https://doi.org/10.1016/j.jcae.2020.100187


Journal of Tax Reform. 2023;9(1):6–18

18

eISSN 2414-9497

Information about the authors
Yesi Mutia Basri – PhD, Lecture, Faculty of Economics and business, Universitas Riau (Kampus 
Bina Widya, Km 12.5 Simpang Panam, Pekanbaru 28293, Riau, Indonesia); ORCID: https://
orcid.org/0000-0001-7611-7676; e-mail: yesimutia@gmail.com
Riska Natariasari – SE., MM, Lecture, Faculty of Economics and business, Universitas Riau 
(Kampus Bina Widya, Km 12.5 Simpang Panam, Pekanbaru 28293, Riau, Indonesia); ORCID: 
https://orcid.org/0000-0001-6898-047X; e-mail: riskanatariasari@gmail.com
Berliana Devitarika – Student, Faculty of Economics and business, Universitas Riau (Kampus 
Bina Widya, Km 12.5 Simpang Panam, Pekanbaru 28293, Riau, Indonesia); ORCID: https://
orcid.org/0000-0001-9456-308X; e-mail: berlianadevitarika13@gmail.com

For citation
Basri Y.M., Natariasari R., Devitarika B. MSMEs Tax Compliance in Indonesia During Pandemic 
COVID-19: The Role of Risk Preference as Moderation. Journal of Tax Reform. 2023;9(1):6–18. 
https://doi.org/10.15826/jtr.2023.9.1.125

Article info
Received November 29, 2022; Revised January 4, 2023; Accepted January 20, 2023

Информация об авторах
Басри Еси Мутиа – PhD, лектор, факультет экономики и бизнеса, Университет Риау (кам-
пус Бина Видья, км 12,5 Симпанг Панам, Пеканбару 28293, Риау, Индонезия); ORCID: 
https://orcid.org/0000-0001-7611-7676; e-mail: yesimutia@ gmail.com
Натариасари Риска – SE., MM, лектор, факультет экономики и бизнеса, Университет Риау 
(кампус Бина Видья, км 12,5 Симпанг Панам, Пеканбару 28293, Риау, Индонезия); ORCID: 
https://orcid.org/0000-0001-6898-047X; e-mail: riskanatariasari@gmail.com
Девитарика Берлиана – студент, факультет экономики и бизнеса, Университет Риау (кам-
пус Бина Видья, км 12,5 Симпанг Панам, Пеканбару 28293, Риау, Индонезия); ORCID: 
https://orcid.org/0000-0001-9456-308X; e-mail: berlianadevitarika13@gmail.com

Для цитирования
Basri Y.M., Natariasari R., Devitarika B. MSMEs Tax Compliance in Indonesia During Pandemic 
COVID-19: The Role of Risk Preference as Moderation. Journal of Tax Reform. 2023;9(1):6–18. 
https://doi.org/10.15826/jtr.2023.9.1.125

Информация о статье
Дата поступления 29 ноября 2022 г.; дата поступления после рецензирования 4 января 
2023 г.; дата принятия к печати 20 января 2023 г.

https://orcid.org/0000-0001-7611-7676
https://orcid.org/0000-0001-7611-7676
https://orcid.org/0000-0001-6898-047X
https://orcid.org/0000-0001-9456-308X
https://orcid.org/0000-0001-9456-308X
https://doi.org/10.15826/jtr.2023.9.1.125
https://orcid.org/0000-0001-7611-7676
https://orcid.org/0000-0001-6898-047X
https://orcid.org/0000-0001-9456-308X
https://doi.org/10.15826/jtr.2023.9.1.125

