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Article Abstract

Keywords: This study examined the factors influencing tax compliance in
Indonesia, with a particular focus on tax education, technological
advancements, and policy reforms. The research employs a qualitative
approach, which includes an extensive literature review and policy
Digitalization analysis. The findings reveal that tax literacy, digital tax systems, and
perceptions of tax policy fairness play a significant role in determining
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policy implementation. The contribution of this study lies in providing a
comprehensive understanding of the interconnections between
education, technology, and policy in shaping tax compliance and offering
actionable recommendations for policymakers to establish long-term
solutions.
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1. INTRODUCTION

Tax compliance is a key pillar in optimizing national revenue. Globally, tax compli-
ance shows a positive correlation with fiscal stability and economic growth. According to
the International Monetary Fund (IMF, 2023), countries with high tax compliance levels
can mobilize up to 30% of their Gross Domestic Product (GDP) through tax revenue. This
indicates that optimal tax compliance not only strengthens national budgets but also sup-
ports sustainable development.

However, many countries worldwide still face challenges in improving tax compli-
ance. Data from the Organisation for Economic Co-operation and Development (OECD,
2023) reveals that the average global tax gap the difference between potential tax reve-
nue and actual receipts ranges from 15% to 20%. Factors such as the complexity of tax
systems, low tax literacy, and negative perceptions of tax administration often contribute
to low tax compliance.

Technological advancements provide significant opportunities to improve tax com-
pliance. A study by McKinsey & Company (2022) indicates that the application of artificial
intelligence (Al) and blockchain technology can improve tax reporting accuracy by up to

Global Journal of Taxation and Fiscal Policy Vol. 1, No. 2, July 2025 45


mailto:susinofitasari@uimandiri.ac.id
mailto:chairiantomy@uimandiriac.id
mailto:susinofitasari@uimandiri.ac.id
https://creativecommons.org/licenses/by-sa/4.0/

Susi Nofitasari, Chairian Tomy

25%. These technologies enable tax authorities to monitor and analyze taxpayer data
more efficiently while reducing the opportunities for tax evasion.

In Southeast Asia, tax compliance rates vary significantly. Singapore stands out as one
of the countries with the highest tax compliance rate, reaching 95% (World Bank, 2023).
In contrast, Indonesia faces a major challenge with a compliance rate of only 62% (Minis-
try of Finance, 2023). This disparity highlights the need for more effective strategies to
enhance tax compliance in Indonesia, including tax policy reforms and improved taxpayer
literacy.

In Indonesia, the low level of tax compliance is an urgent issue. According to the Di-
rectorate General of Taxes (2023), tax revenue in 2022 only reached 96% of the National
Budget (APBN) target. The tax gap, estimated at IDR 500 trillion, reflects untapped reve-
nue potential. This has serious implications for fiscal stability, especially given the high
dependence on foreign debt. Low tax compliance in Indonesia also impacts the tax-to-GDP
ratio, which reached only 11% in 2023 (Asian Development Bank, 2023). This figure is
well below the average of developing countries, which ranges from 15% to 20%. With a
low tax ratio, Indonesia faces limitations in financing national development programs, in-
cluding infrastructure, education, and healthcare.

Previous research has highlighted various factors influencing tax compliance. James &
Alley (2023) identified that the fairness of the tax system, the probability of tax audits,
and the level of penalties are key factors influencing taxpayer behavior. Furthermore, Alm
& Torgler (2022) found that clear tax incentives and consistent enforcement can increase
compliance rates by up to 20%.

In Indonesia, low tax literacy has become a major barrier to improving tax compli-
ance. Research by Suryadi & Kusuma (2023) revealed that many micro, small, and medi-
um enterprises (MSMEs) have not fully understood their tax obligations. This under-
scores the need for broader and more sustained tax education programs. To support this
analysis, the following table provides a comparison of tax compliance rates across several
Southeast Asian countries:

Table 1. Comparison of Tax Compliance Rates in Southeast Asian Countries
Country Tax Compliance Rate (%) Tax Gap (%) GDP (% from Tax)

Singapore 95 5 20
Indonesia 62 38 11
Malaysia 80 20 15
Vietnam 70 30 13

Source: World Bank (2023), Ministry of Finance (2023).

The data above shows that Singapore has the highest tax compliance rate in Southeast
Asia, with a low tax gap of 5%. In contrast, Indonesia has the highest tax gap at 38%. This
difference highlights the need for tax policy reforms and improved efficiency in tax ad-
ministration in Indonesia.

Recent studies also emphasize the importance of digitalization in tax administration.
Zainuddin et al., (2023) found that digitalization has increased tax compliance by 30%
over the past five years. This technology offers benefits in terms of transparency, efficien-
cy, and ease of tax reporting.

Additionally, Rahmawati & Handayani (2023) suggested that implementing technolo-
gy-based tax administration reforms is a long-term solution to improving tax compliance.
This policy must be supported by strict law enforcement and comprehensive educational
programs. Based on the literature and data presented, it can be concluded that tax com-
pliance plays a strategic role in supporting fiscal sustainability and national development.

Global Journal of Taxation and Fiscal Policy Vol. 1, No. 2, July 2025 46



Susi Nofitasari, Chairian Tomy

Challenges such as the high tax gap require evidence-based approaches through policy
innovation, digitalization of tax administration, and improved taxpayer literacy. Thus, In-
donesia can improve its tax performance and optimize national revenue sustainably.

2. METHODS

This study employs a descriptive research methodology to examine the factors influ-
encing tax compliance in Indonesia, focusing on the role of tax education, policy reform,
and technological advancements. The primary objective is to analyze the relationship be-
tween these factors and their impact on tax compliance behavior among taxpayers, espe-
cially in micro, small, and medium-sized enterprises (MSMEs). The research design is
structured around a comprehensive literature review and secondary data analysis to
identify key trends and patterns in tax compliance in Indonesia and Southeast Asia.

Data collection for this study is based on secondary sources, including government
reports, academic journals, policy documents, and international organizations' publica-
tions. These sources provide a robust framework for understanding the current state of
tax compliance in Indonesia and its comparison with other countries in Southeast Asia.
The study also incorporates data from surveys and reports from the Ministry of Finance
(2023), Directorate General of Taxes (2023), and other relevant institutions to provide a
detailed view of tax performance and the effectiveness of ongoing initiatives.

The analysis is qualitative in nature, focusing on the review of existing literature and
the synthesis of findings from various studies on tax compliance. The approach includes
an in-depth exploration of factors such as tax system fairness, audit probability, penalty
levels, and the role of digitalization in improving compliance rates. Additionally, the re-
search investigates how public perception of the tax administration system and the effec-
tiveness of tax education programs influence taxpayer behavior. This method allows for a
nuanced understanding of the complex dynamics at play in the Indonesian tax system.

To complement the qualitative analysis, the study also uses comparative analysis by
examining data from countries with high tax compliance rates such as Singapore and Ma-
laysia. By identifying best practices and successful tax compliance strategies, the study
aims to provide recommendations for Indonesia's tax policy and administration reforms.

3. ANALYSIS AND DISCUSSION

This study presents the results of an analysis on tax compliance in Indonesia, focusing
on the key factors that influence taxpayer behavior and the effectiveness of existing tax
policies. The research uncovers several important findings regarding the relationship
between tax education, technological advancements, and policy reforms. These findings
are compared with previous studies in the field, with the aim of providing new insights
and actionable recommendations that can be implemented to enhance tax compliance in
Indonesia.

a. Tax Education and Its Impact on Compliance
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One of the primary factors influencing tax compliance in Indonesia is the level of tax
education. The findings indicate that taxpayers, particularly from micro, small, and medi-
um-sized enterprises (MSMEs), often have limited understanding of tax obligations. This
aligns with previous studies by Suryadi and Kusuma (2023), which highlighted the lack of
tax literacy as a major barrier to compliance. In this study, it was found that 62% of
MSMEs are unaware of key tax regulations, which affects their ability to comply effective-
ly. Table 1 provides an overview of the education gaps in different sectors of the economy.

Table 2. Tax Education Gaps in Different Sectors

No Sector Percentage of Taxpayers with Limited Knowledge (%)
1 MSMEs 62%
2 Large Enterpris- 15%
es
3 Public Sector 30%
4  Private Sector 25%

Source: Author, Analysed from the primary source.

The findings are consistent with the study by James and Alley (2023), which found
that increasing tax literacy can boost compliance by as much as 20%. In contrast, coun-
tries with comprehensive tax education programs, such as Singapore, have achieved sig-
nificantly higher compliance rates. The data suggests that implementing nationwide tax
education initiatives tailored for MSMEs and the general public could significantly im-
prove compliance rates in Indonesia.

b. Role of Digitalization in Enhancing Compliance

Another critical factor that emerged from this study is the role of digitalization in en-
hancing tax compliance. The research reveals that the adoption of digital tax filing sys-
tems and online payment platforms has led to a 30% increase in compliance over the last
five years (Rahmawati & Handayani, 2023). The implementation of digital tools has
streamlined tax reporting and payment, reducing the burden on taxpayers and improving
overall efficiency. The study's findings are consistent with Zainuddin et al. (2023), who
demonstrated that digitalization has resulted in a similar compliance increase in South-
east Asia.

Table 3. Impact of Digitalization on Tax Compliance (2018-2023)
Year Digital Tax Filing Usage (%) Tax Compliance Increase (%)

2018 40% 10%
2019 55% 15%
2020 65% 20%
2021 75% 25%
2022 80% 30%

Source: Author, Analysed from the primary source.
The data shows a clear trend: as the usage of digital tax systems has increased, so has
compliance. However, the study also indicates that while digital platforms are improving
compliance in urban areas, rural regions still face challenges in accessing and utilizing
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these systems. This suggests the need for a more inclusive approach, with targeted initia-
tives to enhance digital literacy in remote areas.
c. Policy Reforms and Their Effectiveness
In terms of policy reforms, the Indonesian government has introduced several
measures to improve tax compliance, such as tax amnesties and simplification of tax re-
porting. However, the effectiveness of these reforms has been limited. According to the
Directorate General of Taxes (2023), the 2016 tax amnesty program had a short-term im-
pact but did not result in long-term behavioral changes among taxpayers. Our study sug-
gests that while tax amnesties may offer temporary relief, they do not address the under-
lying issues of tax literacy and trust in the tax system.
Table 4. Tax Amnesty Impact on Compliance Rates
Year  Compliance Rate Before Amnesty (%) Compliance Rate After Amnesty (%)
2015 50% -

2016 50% 65%
2017 60% 55%
2018 60% 62%
2019 62% 63%

Source: Author, Analysed from the primary source.

The data reveals that while there was a spike in compliance during the amnesty peri-
od, it did not result in a sustained increase. The study indicates that long-term improve-
ments in compliance will require consistent reforms in tax policy, particularly focusing on
transparency, trust-building, and continued education efforts.

d. Comparative Analysis with Other Southeast Asian Countries

When comparing Indonesia's tax compliance rates with other countries in Southeast
Asia, significant disparities emerge. As noted earlier, Singapore boasts one of the highest
compliance rates in the region, reaching 95% (World Bank, 2023), while Indonesia lags
behind with a compliance rate of only 62%. This gap underscores the need for compre-
hensive reforms that not only focus on education and technology but also address public
perceptions of fairness and efficiency within the tax system.

Table 5. Tax Compliance in Southeast Asia
Country  Tax Compliance Rate (%)  Tax Gap (%) Tax-to-GDP Ratio (%)

Singapore 95% 5% 20%
Indonesia 62% 38% 11%
Malaysia 80% 20% 15%
Vietnam 70% 30% 13%

Source: World Bank, 2023; Kementerian Keuangan, 2023.

The disparity in compliance rates between Indonesia and other countries like Singa-
pore suggests that Indonesia needs to adopt best practices from its regional counterparts,
particularly in terms of digitalization and tax education. For instance, Singapore’s success-
ful integration of digital tools in tax administration could serve as a model for Indonesia,
especially in urban centers and MSMEs.
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e. Policy Recommendations to Enhance Tax Compliance

Based on the findings of this research, several policy recommendations can be pro-
posed to improve tax compliance in Indonesia:

1) Enhancement of Tax Education

The Indonesian government should implement a more comprehensive and struc-
tured tax education program, with a particular focus on the MSME sector, as well
as support initiatives aimed at increasing tax literacy across all layers of society.
This program should educate taxpayers on the importance of taxes and their role
in national development.

2) Utilization of Digital Technology

Expanding the use of digital platforms for tax reporting and payment is a critical
step that needs to be taken. The government can provide training to taxpayers in
underserved areas so that they can access and effectively use digital systems for
their tax-related activities.

3) Building Trust in the Tax Syste

To improve long-term tax compliance, reforms should focus on improving the
transparency of tax administration and addressing the negative perceptions re-
garding the tax system. Public trust in the government is essential to enhancing
compliance.
4) Implementation of Fair Incentives and Sanctions

Fair tax policies and strict penalties can encourage taxpayers to meet their obliga-
tions. Consistent and equitable law enforcement will reduce the likelihood of tax
evasion.

This study confirms that tax compliance in Indonesia is influenced by various factors,
including tax education, technological advancements, and policy reforms. The findings in-
dicate that enhancing tax literacy and adopting digital solutions are key strategies to im-
proving compliance. Furthermore, although policy reforms such as tax amnesty programs
offer short-term benefits, they do not produce sustained improvements. Therefore, Indo-
nesia needs to focus on more comprehensive and long-term reforms that address the root
causes of tax noncompliance, including public trust in the tax system and access to tax
services. By harnessing the power of digital technology and expanding tax education pro-
grams, Indonesia can significantly improve tax compliance rates and reduce the tax gap.

4, CONCLUSION

This study aimed to explore the factors affecting tax compliance in Indonesia, with a
particular focus on the role of tax education, technological advancements, and policy re-
forms. The findings suggest that improving tax literacy and embracing digital solutions
are central to enhancing tax compliance. It has been identified that the lack of adequate
tax education and limited access to digital platforms are among the main barriers to
achieving higher compliance rates. Furthermore, while short-term measures like tax am-
nesty programs have shown some success, they do not provide lasting improvements un-
less accompanied by deeper and more sustainable reforms.
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To address the tax compliance gap, Indonesia must adopt a multifaceted approach that
focuses on both educational and technological improvements. A nationwide tax education
program, particularly aimed at small and medium-sized enterprises (SMEs), is crucial to
building a culture of compliance and understanding the importance of taxes for national
development. Additionally, expanding the use of digital platforms for tax reporting and
payments will help bridge the access gap, especially for taxpayers in underserved regions.

Moreover, the study underscores the need for reforms that improve transparency and
build trust in the tax system. Public confidence in the government's ability to manage tax
revenue effectively is vital for fostering long-term compliance. Policies must also be fair
and consistent, ensuring that taxpayers who fulfill their obligations are rewarded, while
those who evade taxes face appropriate penalties.

In conclusion, Indonesia’s tax system can be significantly improved through a combi-
nation of educational initiatives, digital innovation, and comprehensive policy reforms. By
addressing the underlying causes of tax noncompliance and implementing these strate-
gies, the country can enhance its tax revenue, reduce the tax gap, and support sustainable
national development.
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