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The Role of Patriotism in Moderating the Relationship between Tax Knowledge and Religiosity on Taxpayer Compliance Survey on MSMEs registered at KPP Pratama Jakarta Kalideres.





ABSTRACT

	Objective: This study examines the effect of tax knowledge and religiosity on taxpayer compliance with patriotism as a moderating variable 
Time and Place of Research: MSME taxpayers registered at the Jakarta Kalideres Pratama Tax Service in 2024
Methods: The sample in this study amounted to 100 MSME taxpayers registered at the Jakarta Kalideres Pratama Tax Service Office which was obtained using the hair et al. formula. This study uses a non-probability sampling technique with an incidental sampling approach. The data used in this study are primary, the data were collected by questionnaire and analyzed using multiple linear regression analysis and Moderated Regression Analysis with Partial Least Square (PLS) SEM.	Comment by Patrick Enyi: Cross check to ensure correctness
Conclusion: The results of this study indicate that Tax Knowledge and Religiosity affect Taxpayer Compliance. However, Patriotism does not strengthen the effect of Tax Knowledge on Taxpayer Compliance, while Patriotism can strengthen the effect of Religiosity on Taxpayer Compliance.
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2. INTRODUCTION
[bookmark: _Toc167510988][bookmark: _Toc167512573]Data published by kemenkeu.go.id [48] shows that tax revenue is the largest revenue for the state because it has a contribution of more than 80% annually during 2020-2024, this proves that taxes play a very important role in the APBN. Therefore, various efforts have been made by the government to optimize tax revenue. One is changing the tax collection system that originally used official assessment to a self-assessment system. However, this system is still not optimal, as reflected in Indonesia's low tax ratio. According to the Ministry of Finance, the tax revenue ratio in Indonesia is one of the lowest compared to other countries, especially ASEAN countries. This can be seen from the table below

                                                            Table 1 Tax-to-GDP Ratios In Asean


	No
	Countries
	Tax Ratio

	1
	Vietnam
	18,2%

	2
	Philippines
	18,1%

	3
	Cambodia
	18,0%

	4
	Thailand
	16,4%

	5
	Singapore
	12,6%

	6
	Malaysia
	11,8%

	7
	Indonesia
	10,9%

	8
	Laos
	9,7%


Source: Revenue Statistics in Asia and the Pacific, OECD 2023






Based on Table 1, it can be seen that Indonesia only has a tax ratio of 10.9%, which is quite low when compared to other countries. Even in 2024, the tax ratio targeted by the government is only around 9.91% to 10.18%. As a result, the country's tax ratio is lagging. On the other hand, Indonesia's GDP is the highest among ASEAN countries with a value of 1,390 billion US dollars [13] and Indonesia has micro, small, and medium enterprises (MSMEs) that play a major role in the Indonesian economy. Survey data from the Ministry of Cooperatives and SMEs in 2021 showed that MSMEs contributed 61.97% to the Gross Domestic Product (GDP) or around IDR 8.6 trillion, and managed to absorb 97% of the workforce from a total of 64.2 million MSME units in Indonesia.  Therefore, the MSME sector has great potential as a taxpayer who can increase state tax revenues and the national economy [17]. However, the increase in the number of MSMEs in Indonesia is not matched by the level of tax compliance. Based on data from the Directorate General of Taxes (DGT), the number of MSME taxpayers is only around 2.31 million out of a total of 64.2 million MSMEs in Indonesia. Overall, the level of MSME tax compliance is still far from optimal. [20]. Low MSME Taxpayer Compliance also occurs in West Jakarta, especially in Kalideres District, where the realization of receipt of Annual Tax Returns (SPT) from MSME taxpayers at the Jakarta Kalideres Pratama Tax Office shows a low level of compliance. The realization of receipt of Annual SPTs from MSME taxpayers at the Jakarta Kalideres Pratama Tax Office from 2019 to 2023 can be seen in the following table
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[bookmark: _Toc167510989][bookmark: _Toc167512574]      Table 2 Realization of Annual Tax Return and Compliance Ratio of  MSME Taxpayers for 2019-2023

	
No
	
Year
	Registered MSME Taxpayers
	MSME Taxpayers Required to Submit Tax Return
	Realization of Annual Tax Return of MSME Taxpayers
	Compliance Ratio

	1
	2019
	17.978
	4.262
	953
	5%

	2
	2020
	17.978
	3.915
	1.367
	8%

	3
	2021
	17.978
	3.560
	1.796
	10%

	4
	2022
	17.978
	3.091
	2.214
	12%

	5
	2023
	17.978
	3.618
	1.641
	9%



Source: Jakarta Kalideres Pratama Tax Office, of 15 May 2024


Based on Table 2, it is known that from 2019 to 2023 the number of registered taxpayers remains stable, but has not been followed by compliance of MSME taxpayers in reporting taxes. This can be seen that there has been a fluctuation in the last five years and was only able to reach 12% in 2022. Therefore, the government has taken various measures to make it easier for MSMEs to pay taxes and reduce the burden of taxes that must be paid. One of these measures is to reduce the final income tax (PPh) rate as the basis for imposing MSME taxes through Government Regulation Number 23 of 2018 [30] from 1% to 0.5%. In addition, other measures are also being carried out by the government to support MSME taxpayers through the Law of the Republic of Indonesia Number 7 of 2021 concerning Harmonization of Tax Regulations. In the HPP Law, Article 7 paragraph (2a) explains that  MSME taxpayers who have a gross turnover of up to IDR 500,000,000 (five hundred million rupiah) in 1 (one) tax year, then MSME taxpayers are exempted from Income Tax. The determination of this policy, which is very supportive of MSMEs, is expected to foster the motivation of MSME actors to increase compliance in fulfilling their tax obligations. Tax Knowledge is one of the factors that can influence taxpayer compliance. Tax knowledge is an understanding of tax administration, including tax calculations, filling out SPT, reporting, collection processes, and other aspects related to tax obligations [33]. Tax knowledge is very important for taxpayers to understand the applicable tax regulations and ensure that they fulfill their tax obligations correctly to increase overall tax awareness and compliance [22]. The results of previous studies conducted by Fajriya & Zulaikha [11], Gayatri & Setiawan [14], Nguyen [25], Nurlis & Ariani [27], Prassetyo & Arisudhana [31], and Khusnul & Prastiwi [18] state that tax knowledge has a positive and significant effect on taxpayer compliance. However, it is not in line with research conducted by Sudiarto & Junianto [38], Aska & Umaimah [4], Sharini & Asyik [37], and Lestari & Daito [21] that tax knowledge has no effect on taxpayer compliance. Religiosity is also one of the factors that influence the level of taxpayer compliance. Religiosity is a person's interest and obedience to the teachings of their religion, which is expressed through behavior in accordance with those teachings [1]. A religious individual not only understands all the commands and prohibitions of his religion but also obeys and carries out all religious commands and abandons its prohibitions [3]. Religion is believed to be able to control individual behavior from unethical attitudes. A person who has a high religiosity tends to behave ethically and avoid tax fraud behavior [10]. The results of previous studies conducted by Mukoffi et al. [23], Gultom & Oktris [15], Faridzi et al. [12], Rositayani & Purnamawati [35], Octavianny et al. [29], and Benk et al. [5] state that religiosity has a positive and significant effect on taxpayer compliance, but this is in contrast to the results of previous studies conducted by Sulistiyanti & Damayanti [40], Carsamer & Abbam [9],  Pulungan & Arifin [31], and Dwi et al. [10] that religiosity has no effect on taxpayer compliance.


This study uses patriotism as a moderating variable. Patriotism is a form of devotion and strong support from a person to their country. Patriotism can also be interpreted as the attitude of a person who is willing to sacrifice everything for the glory and prosperity of his homeland [42]. Sacrifice is not only in the form of energy and time, but also includes all aspects of life such as property, family, and even life. One of the roles of patriotism in the economic sector is to pay tax obligations every year as a form of service to the state to encourage the economy and development of the country [47]. Research conducted by Rosa Intansari & Supramono [33] show that patriotism can moderate Tax Literacy on Taxpayer Compliance. Research conducted by Nazaruddin [24] show that there is an indirect effect of religiosity on taxpayer compliance through patriotism mediation. The purpose of this study is to prove the direct effect of tax knowledge and religiosity on taxpayer compliance with patriotism as a moderating variable. The results of this study are expected to be used as a consideration for the government in making tax regulations that make it easier for taxpayers to carry out their obligations so that tax revenue targets increase.

3. METHODS

[bookmark: _Hlk188630960]2.1  Theory of Planned Behavior
The theory relevant to this study is the theory of planned behavior. This theory is a development of the theory of reasoned action discovered by Fishbein and Ajzen in 1975. The Theory of Planned Behavior explains that behavior carried out by individuals arises because the individual intends to behave and the individual's intention is caused by several internal and external factors of the individual. According to the Theory of Planned Behavior, three factors explain an individual's intention to behave, including Attitude towards Behavior which states that attitudes towards a behavior are influenced by an individual's beliefs about the consequences of the behavior, which are referred to as behavioral beliefs. Subjective Norms, subjective norms are individual beliefs about the expectations or views of others towards their behavior, which motivate individuals to follow or accept the behavior. Because this view is subjective, it is referred to as subjective norms. Perceived Behavioral Control, perceived behavioral control, or behavioral control is an individual's perception of the ease or difficulty of realizing a particular behavior [2]. Based on the Theory of Planned Behavior, the variable of tax knowledge is related to behavioral beliefs because an individual's knowledge of taxes will affect their beliefs about the consequences of tax behavior. If someone has good knowledge about how taxes affect their lives, they will tend to have a more positive attitude towards tax obligations and be more motivated to comply with tax regulations. The religiosity variable is related to control beliefs because religious factors often influence individual behavior. Religious individuals believe that their religion regulates the norms that they must follow in their daily lives, including in terms of tax compliance. They believe that religion will help them avoid unethical behavior, such as tax evasion and this can affect their perception of how easy or difficult it is to comply with taxes.	Comment by Patrick Enyi: Use colon (:) to connect the subject with the narration instead of comma (,)

3.2 Social Identity Theory
The next theory is the Social Identity Theory. This theory was discovered by Henri Tajfel in the 1970s. Social Identity Theory explains that social identity is part of an individual's self-understanding that comes from their knowledge when they are in a group where they deliberately internalize values, participate, and develop a sense of care and pride in their group [43]. Social identity theory emphasizes the broader context of social structure as the basis for the process of identity formation and social behavior through various groups, where individuals will categorize themselves in the group (by looking for similarities between fellow group members/self-categorization) so that individuals have a strong self-perception of their identity. In this process, the symptoms that can then be seen in this process are depersonalization which is a decrease in individual identity and an increase in group identity [8]. The impact of depersonalization will make individuals place the goals and interests of their group higher than their personal goals and interests so that it will influence behavior that is beneficial to both individuals and their groups [28]. 

The Patriotism variable is related to Social Identity Theory, where national identity is a form of social identity [7]. National identity is a subjective feeling that is generally positive towards a nation (Tajfel & Turner, 2004) and patriotism is a form of national identity [6]. Regarding tax compliance, a sense of patriotism is expected to increase taxpayer loyalty. This happens because taxpayers as citizens of a country have an emotional bond with their country, which influences their tax behavior. Tax compliance can be interpreted as the willingness of taxpayers to pay taxes that are their obligation [19]. The willingness in question is taxpayers who are willing to obey and carry out their obligations based on their awareness to pay taxes in accordance with applicable tax regulations and laws [36] Tax compliance is very important, with increased tax compliance the government can obtain the revenue needed to finance various development programs and projects, such as public services, infrastructure, health, and education. A high level of tax compliance can also prevent state revenue leakage and reduce socioeconomic disparities [22]. Tax compliance can be divided into two, namely Voluntary tax compliance and Enforced tax compliance [19].





3.3 [bookmark: _Hlk188631600]Tax Knowledge, Patriotism and Taxpayer Compliance

Tax knowledge is an understanding of tax administration, including tax calculations, filling out SPT, reporting, collection processes, and other aspects related to tax obligations [33]. Tax knowledge is important for taxpayers to facilitate understanding of tax regulations and increase taxpayer awareness in fulfilling their tax obligations [22]. In the Theory of Planned Behavior, tax knowledge can influence an individual's attitude to comply with tax regulations (behavioral belief). If taxpayers have good knowledge of how taxes affect their lives, they will tend to have a more positive attitude towards tax obligations and be more motivated to comply with tax regulations. Previous research results conducted by The results of previous studies conducted by Fajriya & Zulaikha [11], Gayatri & Setiawan [14], Nguyen [25], Nurlis & Ariani [27], Prassetyo & Arisudhana [31], and Khusnul & Prastiwi [18] state that tax knowledge has a positive and significant effect on taxpayer compliance, meaning that the higher the level of tax knowledge possessed by taxpayers, the better the level of taxpayer compliance will be.Patriotism as a moderating variable plays an important role in influencing tax knowledge and taxpayer compliance. Based on social identity theory, patriotism can influence an individual's attitude to comply with tax regulations because patriotism is a form of social identity. This is because individuals who have good tax knowledge and a high sense of patriotism tend to be more motivated to comply with tax regulations because they feel they have a responsibility to the state and society as part of their social identity. The results of previous research conducted by Rosa Intansari & Supramono [33] show that patriotism can moderate Tax Literacy on Taxpayer Compliance, meaning that with patriotic behavior accompanied by good tax literacy, taxpayers will be able to encourage compliance to fulfill their tax obligations.	Comment by Patrick Enyi: This statement is not clear, please revise
H1a: Tax knowledge has a positive effect on tax compliance 
H1b: Patriotism strengthens the positive influence of tax knowledge on tax compliance


4. 
2.4 Religiosity, Patriotism and Taxpayer Compliance

Religiosity is a person's interest and obedience to the teachings of their religion which is manifested through behavior in accordance with these teachings (Alwi, 2014). Religious individuals will obey and carry out all religious commands and abandon all prohibitions including unethical behavior, such as tax provisions (Dwi et al., 2019). In addition, religiosity has the purpose of being a guide to life that follows universal human values. These values ​​include moral rules that are the basis of humanity or humanism (Suhartini & Nursyam, 2021). One example is by paying taxes. By paying taxes, individuals not only fulfill their legal obligations but also contribute to the development of a better, fairer, and more humane society. In the Theory of Planned Behavior, religiosity can influence an individual's perception of the ease or difficulty of certain behaviors (belief control) because religious factors often influence individual behavior. Religious individuals believe that religion will help them avoid unethical behavior, such as tax evasion and this can influence perceptions of how easy or difficult it is to comply with taxes. Previous research results conducted by Mukoffi et al. [23], Gultom & Oktris [15], Faridzi et al. [12], Rositayani & Purnamawati [35], Octavianny et al. [29], and Benk et al. [5] state that religiosity has a positive and significant effect on taxpayer compliance, which means that the higher the religiosity of taxpayers, the better the level of taxpayer compliance.  The combination of patriotism and religiosity has a great opportunity to support increased taxpayer compliance. Patriotism is expected to strengthen the positive influence of religiosity on taxpayer compliance. By combining religious goals related to humanity and patriotism as a form of sacrifice for the homeland, individuals can view tax compliance as part of moral and humanitarian actions mandated by religion and their social identity as patriotic citizens. This will strengthen individual compliance with their tax obligations while increasing tax compliance. The results of previous research conducted by Nazaruddin [24] show that there is an indirect influence of religiosity on taxpayer compliance through the mediation of patriotism, meaning that taxpayers who have a high level of religiosity will respect their country more so that they will be encouraged to be more compliant in terms of taxation because this is one of the implementations of their religiosity.
H2a: Religiosity has a positive effect on tax compliance
H2b: Patriotism strengthens the positive effect of religiosity on tax compliance


2.5 Data Analysis Methods
This study is a causal study with a quantitative approach that aims to test the hypothesis of the direct influence of tax knowledge and religiosity on taxpayer compliance with patriotism as a Moderating Variable. Based on data from the Jakarta Kalideres Pratama Tax Service Office as of May 15, 2024, there are 17,978 MSME Taxpayers in West Jakarta. The sample determination uses the Structural Equation Model analysis which has a minimum sample of 100 samples referring to the calculation Hair et al. [16], namely the number of research indicators multiplied by 5-10. Thus, this study used 100 samples as the basis for data processing. The selection of respondents used accidental sampling for MSME taxpayers registered in the Jakarta Kalideres Pratama Tax Service Office area. The data analysis technique used in this study used path analysis with Partial Least Square (PLS)-SEM. The evaluation of the PLS model was carried out by assessing the outer model and inner model.



5. RESULTS AND DISCUSSIONS

3.1  Analysis of the Measurement Model (Outer Model)

        Figure 1 Outer loading

[image: ]


The validity of this study shows that the indicators are reliable, with correlation values ​​above 0.6. Reliability and convergent validity tests are achieved because Cronbach's alpha and Composite Reliability values ​​for all constructs exceed 0.7 and Average Variance Extracted (AVE) values ​​for all variables exceed 0.50. Furthermore, the AVE root for each variable is greater than the correlation between variables. The Heterotrait-Monotrait Ratio (HTMT) value is below 0.90 for all pairs of variables, so discriminant validity is achieved. 

3.2  Structural Model (Inner Model)

The Variance Inflation Factor (VIF) value is below 3, indicating no multicollinearity or low collinearity among the independent variables. The coefficient of determination (R-Square) value for the endogenous variable of taxpayer compliance is 0.580, meaning that around 58% of the variation in taxpayer compliance can be explained by the variables in the model. The R-Square value exceeding 0.50 can be categorized as a moderate influence. At the structural level, the influence of tax knowledge with an effect size of f-square = 0.064 is classified as low. However, religiosity has a relatively high influence at the structural level on taxpayer compliance with an f-square of 0.491. Meanwhile, at the structural level, the influence of patriotism in moderating tax knowledge with an effect size of f-square = 0.001 is classified as low. However, the influence of patriotism in moderating religiosity has a relatively high influence at the structural level on taxpayer compliance with an f-square of 0.078
.



  				                    Table 3 Structural Model

[image: ]










6. 
7. DISCUSSION OF RESEARCH RESULTS
4.1 The Influence of Tax Knowledge on Taxpayer Compliance
Based on the results of the hypothesis analysis, it can be concluded that Tax Knowledge has a positive and significant effect on Taxpayer Compliance. This is in line with the theory of planned behavior where there is a relationship between tax knowledge and taxpayer compliance, namely that tax knowledge can affect an individual's attitude to comply with tax regulations. Specifically, tax knowledge can affect an individual's beliefs (behavioral beliefs). If MSME taxpayers in the Jakarta Kalideres Pratama Tax Office area have good knowledge of how taxes affect their lives, then they will tend to have a more positive attitude towards tax obligations and be more motivated to comply with tax regulations. This study is in accordance with previous research conducted by Fajriya & Zulaikha [11], Gayatri & Setiawan [14], Nguyen [25], Nurlis & Ariani [27], Prassetyo & Arisudhana [31], and Khusnul & Prastiwi [18] state that tax knowledge has a positive and significant effect on taxpayer compliance, meaning that the higher the level of tax knowledge possessed by taxpayers, the better the level of taxpayer compliance.
4.2 The Effect of Tax Knowledge on Taxpayer Compliance Moderated by Patriotism
Based on the results of hypothesis testing that has been done, it is proven that patriotism has no effect in moderating the relationship between tax knowledge and taxpayer compliance. This result is not in line with the theory of social identity, where patriotism is expected to influence the compliance of MSME taxpayers at the Jakarta Kalideres Pratama Tax Service Office. However, in practice, other factors such as perceptions of tax fairness, trust in the government, and economic conditions are stronger in influencing tax compliance. Patriotic taxpayers may also be reluctant to pay taxes if they doubt the management of tax funds. Patriotism is also more relevant in a national crisis than daily obligations such as paying taxes. Therefore, patriotism is not a consistent factor in moderating the relationship between tax knowledge and MSME taxpayers' compliance in the Jakarta Kalideres Pratama Tax Service Office area. This study is not in accordance with the previous research conducted by Rosa Intansari & Supramono [34] show that patriotism can moderate Tax Literacy on Taxpayer Compliance.
4.3 The Influence of Religiosity on Taxpayer Compliance
The results of hypothesis testing show that Religiosity has a positive and significant effect on Taxpayer Compliance. This is in accordance with the Theory of Planned Behavior, where religiosity influences the attitude of MSME taxpayers in the Jakarta Kalideres Pratama Tax Office area to comply with tax regulations. Religiosity influences control belief, namely the individual's perception of the ease or difficulty of complying with taxation, because religion is often a guideline to avoid unethical behavior, such as avoiding taxes. In addition, religiosity encourages MSME taxpayers in the Jakarta Kalideres Pratama Tax Office area to practice moral and humanist values, including paying taxes as a contribution to realizing a more just and equitable society. This study is in accordance with previous research conducted by Mukoffi et al. [23], Gultom & Oktris [15], Faridzi et al. [12], Rositayani & Purnamawati [35], Octavianny et al. [29], and Benk et al. [5] state that religiosity has a positive and significant effect on taxpayer compliance, meaning that the higher the religiosity of taxpayers, the better the level of taxpayer compliance.

4.4 The Effect of Religiosity on Taxpayer Compliance Moderated by Patriotism 
Based on the results of hypothesis testing that has been done, it is proven that patriotism has an effect on moderating the relationship between religiosity and taxpayer compliance. Thus, the patriotism variable is included in the pure moderation category. The combination of patriotism and religiosity has great potential to support increased taxpayer compliance. Patriotism is expected to strengthen the positive influence of religiosity on taxpayer compliance. By combining religious goals related to humanity and patriotism as a form of sacrifice for the homeland, individuals can view tax compliance as part of moral and humanitarian actions mandated by religion and their social identity as patriotic citizens. This will strengthen the individual's attachment to their tax obligations, while increasing tax compliance. This study is in accordance with previous research conducted by Nazaruddin [24] which shows that there is an indirect effect of religiosity on taxpayer compliance through the mediation of patriotism, meaning that taxpayers who have a high level of religiosity will respect their country more so that they will be motivated to be more obedient in terms of taxation because this is one of the implementations of their religiosity.

8. CONCLUSIONS
Based on the analysis that has been carried out, it is concluded that tax knowledge has a positive and significant effect on taxpayer compliance. This supports the Theory of Planned Behavior, where tax knowledge can shape taxpayer beliefs that encourage compliance. The better the tax knowledge possessed by taxpayers, the higher the level of compliance with tax regulations. Patriotism has no effect in moderating the relationship between tax knowledge and taxpayer compliance, even patriotism itself has no significant effect on taxpayer compliance. This shows that even though someone has a sense of love for their country, this factor is not always strong enough to encourage tax compliance without being supported by other factors such as perceptions of tax fairness and trust in the government. Religiosity has a positive and significant effect on taxpayer compliance. This is in accordance with the Theory of Planned Behavior, religiosity can influence the attitude of taxpayers in carrying out their tax obligations. Religiosity encourages individuals to uphold strong moral values, including in terms of tax compliance so that more religious taxpayers tend to be more obedient in carrying out their obligations. Patriotism has an effect in moderating the relationship between religiosity. The combination of religiosity and patriotism can strengthen taxpayers' motivation to comply because the combination of religious values ​​and love for the country helps create a stronger moral and social awareness in carrying out tax obligations. Taxpayers who have a high level of religiosity and feel patriotic tend to honor their obligations to the state through tax payments.

For further researchers, they can explore additional moderating variables because patriotism does not moderate the relationship between tax knowledge and taxpayer compliance such as perceptions of tax fairness, trust in the government, or economic stability. These factors may have a more consistent impact on the relationship between tax knowledge and compliance.
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P values

Tax Knowledge_(X1) -> Tax Compliance _(Y) 0.243 0.235 0.098 2.470 0.014

Religiusity_(X2) -> Tax Compliance _(Y) 0.612

0.594 0.102 5.977 0.000

Patriotism (Z) -> Tax Compliance _(Y) 0.131

0.161 0.100 1.312 0.190

Patriotism (Z) x Tax Knowledge_(X1) -> Tax Compliance _(Y) -0.027 -0.007 0.090 0.305 0.760

Patriotism (Z) x Religiusity_(X2) -> Tax Compliance _(Y) 0.195 0.197 0.095 2.059 0.040


