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The aim of this research is to ascertain, as an 

intervening variable, how the decrease in PPh 

rates affects MSMEs' compliance with tax 

sanctions. MSME batik actors in the Jambi Region 

constituted the study's sample. The research 

sample was 97 MSME batik taken using the 

purposive sampling method. Data were collected 

through questionnaires and observations. The 

mentioned study is a quantitative study using 

primary data, to test the relationship between 

factors through the SmartPLS 4.1.0.6 application. 

The results showed that the reduction in UMP 

rates had a significant effect on the relationship 

between MSME compliance, the reduction in 

UMP rates had a significant negative effect on the 

relationship between tax sanctions. Tax sanctions 

had no appreciable beneficial impact on MSME 

compliance. Tax sanctions did not affect the 

correlation between the reduction in UMP rates 

and MSME compliance.  
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INTRODUCTION  
Indonesia has a high potential to attract many business entities to 

establish their companies in Indonesia. From the running of the business 
entity's operations, it can provide benefits to the country, namely through the 
taxation sector, which means it can increase state revenue. One major factor in 
the improvement of Indonesia's economy is the MSMEs' explosive rise there. 
The Ministry of Cooperatives and MSMEs in 2023 noted that there were around 
66 million MSME business actors in Indonesia. The following is data regarding 
the number of MSMEs registered with the Jambi Provincial Cooperatives and 
MSMEs Service in 2021-2024. 

Final Income Tax according to the 2021 Republic of Indonesia Law 
means that Final Income Tax is a type of tax that is directly imposed on 
individuals and/or companies related to income earned in one period. The 
income earned by individuals and/or companies can be in the form of basic 
salary or other types of income. The government issued a tax policy for MSMEs 
through Government Regulation Number 46 of 2013 addresses income tax on 
business income that taxpayers with a specific gross turnover threshold receive 
or get. 

(PP No. 46 of 2013). Where PP No. 46 of 2013 applies a 1% tax for 
MSMEs. Reported from pajak.go.id From January to March 2024, the majority 
of all types of taxes experienced positive growth, but not with Final Income Tax 
which grew negatively due to a decrease in deposits in the manufacturing and 
construction sectors. The steps taken by the government in order to increase 
taxpayer compliance for batik MSME actors are to provide tax incentives to 
MSME taxpayers with a program that lowers the final income tax (PPh) rate for 
micro, small, and medium-sized businesses to 0.5% (formerly 1%)(MSMEs). 
This regulation is regulated in Government Regulation (PP) Number 55 of 2022. 
As a refinement of Government Regulation (PP) Number 23 of 2018 which has 
been running for 4 years. The following is the data on the realization of final 
income tax receipts for Jambi Province in 2020-2023. 

 
From table 1 above, it can be seen that the realization of Final Income Tax 

revenue from the MSME sector has fluctuated from year to year. In 2023, Final 
Income Tax was realized at 3,107.35 billion, a decrease compared to 2022. This 
shows that MSME taxpayers have not fully carried out their tax obligations in 
accordance with applicable tax provisions. Researchers are interested in 
undertaking additional study to ascertain the impact of lowering the final PPF 
rate regarding taxpayer adherence to tax penalties as a mediating variable as 
taxpayer compliance has been the subject of much prior research with varying 
conclusions. Taxpayer compliance is an interesting research topic considering 
the many cases of taxpayers not complying with their tax obligations. 
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THEORETICAL REVIEW 
Attribution Theory  

Attribution theory (Fritz Heider, 1958) argues that the causes of a person's 
behavior or others are influenced by internal and external factors. Researchers 
use attribution theory because researchers will conduct behavioral studies caused 
by inherent elements that may have an impact on taxpayer compliance, namely 
tax sanctions, while external factors that can affect taxpayer compliance are a 
decrease in the final income tax rate. (Aninda et al., 2023) stated that the 
imposition of tax sanctions is applied to create taxpayer compliance in carrying 
out their tax obligations. (Tiswiyanti et al., 2022) stated that tax sanctions are 
applied in order to increase taxpayer compliance with fulfilling their tax 
obligations. Research conducted by (Senusi et al., 2024) The use of tax sanctions 
ensures that tax laws and regulations or tax standards will be obeyed, respected, 
and complied with. The harder it is to pay, the higher the tax fine. The threat of 
negative tax consequences motivates people to pay taxes in accordance with laws 
and regulations. Tax sanctions are imposed on taxpayers based on the severity of 
the violation; If taxpayers fail to fulfill their tax obligations, they will face 
consequences. 

 
Theory of Planned Behavior 

The Hypothesis of Arranged Behavior was found by Icek Ajzen and 
Martin Fishbein in 1980. This hypothesis considers human behavior and 
clarifies the factors that impact an individual's behavior, whereby a person will 
participate in an activity based on the factors that impact it, including The third 
calculation states that control convictions are related to the existence of 
elements that either encourage or inhibit the planned conduct. Specifically, 
MSME residents' compliance increases since control convictions are supported 
by sanctions imposed by the Chief Common of Charges. With the existence of 
tax sanctions, MSME taxpayers will be more obedient regarding the reduction 
in the Income Tax Rate and can increase the compliance of MSME taxpayers 
(Aninda et al., 2023). The tax system desperately needs tax punishments to 
ensure that taxpayers fulfill their tax payment responsibilities. (Tiswiyanti et al. 
2022) in their research stated that tax sanctions aim to ensure that taxpayers can 
comply and carry out their tax obligations correctly. (Senusi et al., 2024) stated 
that taxpayers may be motivated to pay their taxes if they are aware of the 
penalties and impacts they may face for violating tax laws. In addition, the 
application of severe tax sanctions can be a catalyst for taxpayers to file returns 
because of their fear of the sanctions and their perception that it will be more 
detrimental to them. 

 
Taxpayer Compliance 

Taxpayer compliance is regulated in Government Regulation Number 7 of 
2021 concerning the harmonization of tax regulations. The regulation is 
predicated on the notion that fiscal consolidation—a strategy that emphasizes 
raising the tax ratio and decreasing the budget deficit—is necessary to promote 
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economic recovery and sustainable growth, among other things by enacting 
policies to improve tax revenue performance. 

 
Final Income Tax Rate Reduction 

Income tax is a type of tax imposed directly on individuals and/or 
companies related to income earned in a period. The income earned by 
individuals and/or companies can be in the form of basic salary or other types 
of income (Law of the Republic of Indonesia, 2021). 

 
Tax Sanctions 

According to Astrina and Septiani (2019), the imposition of tax sanctions 
ensures that the terms of the tax laws (tax standards) would be followed. 
Simply put, the purpose of tax sanctions is to provide a deterrent effect on 
taxpayers who violate the law. 

 
MSME 

MSME is regulated in Government Regulation of the Republic of 
Indonesia Number 7 of 2021. According to the government regulation, micro, 
small, and medium-sized enterprises (MSEs) are profitable companies owned 
by private individuals or business entities that meet the criteria for micro 
enterprises as specified in the MSE regulations. A small business is any 
profitable, self-sustaining enterprise run by individuals or organizations that do 
not belong to or are governed by larger corporations and that meets the 
requirements set forth by the government for small businesses, with the 
exception of those that are owned or managed by medium-sized businesses. 
Medium enterprises are financially successful, independent businesses 
managed by individuals or entities that are neither part of, controlled by, nor 
associated with small or large enterprises and comply with the government's 
definition of medium businesses. 

 

 
“Figure 1. Research Model” 

 
Using the theoretical framework mentioned, the researcher aims to evaluate the 
extent to which the above variables influence with the following hypothesis 
H1 - The reduction in the final income tax rate has an impact on taxpayer 
compliance among MSME. 
H2 - The reduction in the final income tax rate has an impact on tax sanctions. 
H3 - Tax sanctions have an effect on taxpayer compliance of MSME. 
H4: Tax sanctions are able to mediate the relationship between the reduction in 
final income tax rates and taxpayer compliance of MSME. 
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METHODOLOGY   
This study uses quantitative research that aims to test the relationship 

between variables. The study population includes all taxpayers of batik MSME 
actors in Jambi Province. The sampling technique is based on certain criteria. 
First-class batik MSMEs with NPWP, followed by second-class batik MSMEs 
with a yearly revenue of less than ~4.8 billion, and third-class batik MSMEs 
operating for more than a year are the criteria. The selection of these criteria is 
based on several considerations. First, taxpayers who have met the subjective 
and objective requirements are required to register to be given a NPWP, and 
NPWP for batik MSME actors is useful for disbursing funds from the sale of 
their batik. Second, based on Government Regulation (PP) 55 of 2022, the 
requirements for being subject to final income tax are individual and corporate 
taxpayers who have a turnover of below 4.8 billion in a year. Third, because the 
final income tax payment period is per year, the MSMEs that are running must 
be over 1 year. Therefore, by determining these criteria, it is hoped that this 
study will obtain in-depth questionnaire answers from taxpayers of batik 
MSME actors. 

Primary data is used in the data source of this study, which is obtained 
from the distribution of questionnaires to respondents and the unit of analysis 
is individuals. This research instrument uses a Likert scale questionnaire 1-5, 
where a score of 1 indicates "Strongly Disagree:, score 2 "Disagree", score 3 
"Less Agree", score 4 "Strongly Agree", and score 5 "Strongly Agree".  
Modeling-Partial Least Square (SEM-PLS). The selection of SEM-PLS is based on 
several advantages, such as a high level of flexibility, analytical power even 
though there are not many assumptions, data does not have to be normally 
distributed, and avoids multicollinearity problems between exogenous 
variables. The steps in data analysis include outer model tests, inner model 
tests. Reliability, discriminant validity, and convergent validity tests make up 
the outer model test. Meanwhile, the inner model test consists of determination 
coefficient tests, path coefficient tests, and hypothesis tests. 
 
RESULTS 
Respondent Characteristics 

The amount of surveys circulated to respondents was 138 questionnaires. 
The number of questionnaires returned and processed was 97 questionnaires 
(70%). 
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Source: Primary Data Processing Results, 2024 
 
Descriptive Statistical Analysis 

Descriptive statistics according to Sugiyono (2017) are statistics 
employed in data analysis to describe or illustrate the gathered data in its 
original form without aiming to make generalizable conclusions about a 
particular population or generation. 

 
Based on table 4 shows that based on the interpretation of the average 

score, between 4.2 - 5.0 then the perception is very good. This study as a whole 
has indicators above 4.2 and is considered to have good perception. Based on 
the maximum scale describing the respondents' attitudes vary, while on the 
maximum scale describing a score close to 5 then respondents tend to strongly 
agree with the indicator questions from this study. 

 
Convergent Validity 

This test is used to determine the suitability of each indicator 
relationship. The measurement is considered valid if the loading factor value is 
above 0.7. The results of the convergent validity test can be seen in the table 
below: 
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Source: Data processed with SmartPls 4.1.0.6, 2024 

According to Table 5. It demonstrates that the item values produced by 
the lower ultimate income tax rates, taxpayer compliance, and tax sanctions 
have met the convergent validity standard value because the loading factor 
value is greater than 0.7. Thus it can be concluded that the entire construct can 
be said to be valid. 
Discriminant Validity 

Table 6 Discriminant Validity 

  Tax Compliance of Batik MSME 

Reduction of Final 
Income Tax Rates for 
MSME  Tax Penalties 

X1.1 0.76 0.33 0.11 

X1.2 0.71 0.29 0.05 

X1.3 0.76 0.22 0.52 

X1.4 0.73 0.23 0.14 

Y1.1 0.31 0.80 0.11 

Y1.2 0.33 0.86 0.17 

Y1.3 0.25 0.76 0.15 

Y1.4 0.18 0.75 0.12 

Z1.1 0.35 0.20 0.90 

Z1.2 0.27 0.15 0.82 

Z1.3 0.23 0.09 0.85 

Z1.4 0.36 0.15 0.89 

Source: Data processed with SmartPls 4.1.0.6, 2024 
Based on table 6. The cross loading value on each item has the largest 

value when connected to its endogenous construct. This shows that each 
indicator is appropriate to explain its respective endogenous construct and 
proves that each item's discriminant validity is legitimate. 
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Source: Data processed with SmartPls 4.1.0.6, 2024 

According to table 6's reliability test findings, every variable has a 
composite reliability value of greater than 0.70 and a cronbach alpha of greater 
than 0.70. From these findings, a conclusion can be drawn. This research 
instrument has good reliability and is consistent in measuring the construct. 

 

 
Source: Data processed with SmartPls 4.1.0.6, 2024 

The effect of the Drop in Final Income Tax Rates on Tax Compliance of 
Batik MSMEs is the first hypothesis put out in this study. Table 8 presents the 
test findings. It indicates that H0 is rejected and Ha is accepted with a t-statistic 
value of 3.04> t-table 1.96 and a P Value 0.00 <0.00. This implies that the 
decrease in the Final Income Tax rate has an effect on taxpayer compliance of 
batik MSMEs (H1 is accepted). 

The second hypothesis proposed in this study is the Effect of the 
Decrease in Final Income Tax Rates on Tax Sanctions. From the test results 
presented in table 8, it shows a t-statistic value of 3.04> t-table 1.96 and P Value 
0.00 <0.005, so H0 is rejected and Ha is accepted. This means that the decrease 
in the Final Income Tax rate has an effect on tax sanctions (H2 is accepted). 

The third hypothesis proposed in this study is the Effect of Tax Sanctions 
on Tax Compliance of Batik MSMEs. From the test results presented in table 8, 
it shows a t-statistic value of 0.48 <t-table 1.96 and P Value 0.63> 0.005, so H0 is 
rejected and Ha is accepted. This implies that the tax sanctions do not impact 
the conformity of batik MSME taxpayers (H3 is rejected).  

The fourth hypothesis proposed in this study is the effect of tax sanctions 
mediating the relationship between the reduction in final income tax rates on 
taxpayer compliance of batik MSME actors. From the test results presented in 
table 8, it shows a t-statistic value of 0.39 <t-table 1.96 and P Value 0.69> 0.005, 
so H0 is rejected and Ha is accepted. This implies that the tax sanctions do not 
mediate the relationship between the reduction in final income tax rates on 
taxpayer compliance of batik MSME actors (H4 is rejected). 
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DISCUSSION 
The impact of the reduction in final income tax rates on taxpayer compliance for 
batik MSME  

The test results show that, when considering the side of the final income tax 
rate reduction that the government set in an attempt to try and make MSME 
batik actors in Jambi Province more compliant, MSME batik business actors in 
Jambi Province comply with their obligations as taxpayers. In fact, the reduction 
in the rate makes it easier for MSME batik actors in Jambi Province to fulfill their 
obligations. 

Based on the attribution theory in this study, attribution theory functions to 
explain the phenomenon of human behavior that experiences various stimuli so 
that they are able to adjust their viewpoints and habits, observations of this 
phenomenon. Based on the attribution theory above, it is conveyed that the 
reduction in the final income tax rate for MSMEs will affect the behavior of 
MSME batik taxpayers who will be more compliant if the rate is small. then the 
results of this study are proven. 

The mentioned study is not in line with the study conducted by (Mahindra 
2020) that the impact of alterations in tax rates on MSME taxpayer compliance 
does not show a favorable effect. The results obtained from this analysis are 
consistent with the study (Widodo 2019) that MSME taxpayer compliance is 
greatly impacted by the final income tax rate reduction. This is also in line with 
research (Yusrizal 2023) which states a significant influence between the variable 
of lowering the ultimate income tax rate for MSME taxpayers who comply. 

 
The impact of reducing the final income tax rate on tax sanctions 

The reduction in the Final Income Tax rate was implemented to ease the 
burden on batik MSMEs in their tax obligations. Tax sanctions were imposed so 
that batik MSME taxpayers would comply with tax regulations. In reality, it was 
declared that the variable of lowering the final income tax rate was based on the 
findings of testing hypothesis 2. had an effect on the compliance of batik MSME 
taxpayers. This indicates that the decline in the final income tax rate for MSMEs 
can make batik MSMEs obedient in paying their tax obligations and subject to tax 
sanctions. With the reduction, it is hoped that batik MSME taxpayers will pay 
their tax obligations so that batik MSMEs can avoid tax sanctions. The study's 
conclusions are in line with research (Widodo 2019) that the reduction in the final 
income tax rate has a noteworthy impact on tax penalties. 

 
The influence of tax sanctions on taxpayer compliance of batik UMKM actors 

The results of testing hypothesis 3 state that the tax sanction variable does 
not affect the compliance of batik UMKM taxpayers. This indicates that the threat 
of sanctions is not one of the reasons for batik UMKM taxpayers in Jambi 
Province to comply with their tax obligations. This also depends on the 
perception of batik UMKM taxpayers regarding the fairness of the sanctions 
given to batik UMKM taxpayers. The lighter the threat of sanctions given, the 
lower the compliance of batik UMKM taxpayers in Jambi Province.  
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The government must formulate a form of sanction for violations of tax 
obligations that can provide education that changes the behavior of batik UMKM 
taxpayers who had not filed their returns in the past to comply with the taxes 
they are obligated to pay. This is in line with research conducted by (Amalia 
2022) that tax sanctions are positively insignificant on taxpayer compliance. 
Study carried out by (Ramadhani 2023) is also in line with this study, which 
states that the application of tax sanctions has no effect on taxpayer compliance. 
This study is also in line with the study conducted by (Lazuardini et al. 2018) that 
tax sanctions have a negative and insignificant effect on the compliance of MSME 
taxpayers registered at the South Malang Pratama Tax Office. This study 
indicates that there is a strong and positive association between taxpayer 
compliance and tax sanctions. Research by Siamena et al. (2017) and Senusi et al. 
(2024) is not consistent with this finding.  

The Theory of Planned Behavior is a theory about a person's behavior. A 
person's behavior to be motivated to do something. Here the motivation 
possessed by MSME taxpayers in fulfilling their obligations in terms of taxation. 
Since tax penalties are implemented by the government and the Director General 
of Taxation, MSME taxpayer compliance increases in keeping with the third 
component, control beliefs. The Theory of Planned Behavior was unable to 
account for the impact of tax penalties on MSME business taxpayers' compliance 
in this study. The findings in this study indicate that tax sanctions do not have a 
major impact on MSME business taxpayers' compliance. 

 
The influence of tax sanctions mediates the relationship between the reduction in 
final income tax rates and taxpayer compliance of batik MSME actors. 

The results of the study indicate that tax sanctions do not necessarily affect 
the reduction in Final Income Tax rates on taxpayer compliance, which means 
that the high and low tax sanctions that apply do not necessarily affect taxpayers 
to comply with their obligations. Where when Taxpayers are aware of a 
reduction in Final Income Tax rates, the reduction is attempted to be able to fulfill 
their obligations and increase compliance, but if taxpayers are not compliant in 
carrying out tax obligations, they will be subject to tax sanctions according to the 
provisions. So that taxpayers are required to participate in contributing to paying 
taxes.  

The results of the evaluation of the influence of the reduction in Final 
Income Tax rates on taxpayer compliance of batik UMKM actors through tax 
sanctions are contrary to attribution theory. Attribution theory explains how 
people view the causes of their behavior and others. Individual behavior can be 
attributed to two different sources: internal and external factors. Internally, it 
implies that the person exhibiting the behavior is in charge of his own actions. On 
the other hand, external behavior is that which is imposed from without, 
meaning that the person must act in a certain way due to external circumstances. 
In this study, the reduction in Final Income Tax rates cannot affect taxpayer 
compliance even though tax sanctions are used as a mediating variable. The 
decreasing final income tax rate should increase taxpayer compliance, and the 
existence of criminal sanctions and administrative sanctions has an influence in 
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fostering an attitude within a taxpayer, the growing attitude makes taxpayers 
who are batik UMKM actors obedient in their obligations to pay taxes. 

 
CONCLUSIONS AND RECOMMENDATIONS 

According to the findings of the discussion that has been done as derived 
from the earlier chapter, the following can be concluded: The decrease in the final 
income tax rate significantly governs the compliance of batik UMKM taxpayers. 
The decrease in the final income tax rate affects tax sanctions. Tax penalties have 
no impact on compliance of batik UMKM taxpayers. 4 Tax sanctions are not able 
to mediate the relationship between the decrease in the final income tax rate and 
the compliance of batik UMKM taxpayers. Provide some conclusions and the 
implementation of the research results.   

From the study's findings and conclusions, several suggestions can be 
recommended as follows; 

1. Tax officers need to pay attention to the quality of service provided to 
taxpayers who are batik UMKM actors. So that it will increase the 
final income tax revenue of UMKM. 

2. The government must play a dynamic role in spreading control and 
legal levy sanctions and strengthening levy sanctions. If the 
government offers an explanation of control and sanctions in tax 
provisions and can provide stricter sanctions for citizens who 
disregard the directions, the community will pay with more 
obedience levies and levy revenues can be brought to full potential. 
Each year. 
 

FURTHER STUDY 
 Further research can use other variables to find new variables that 
influence taxpayer compliance of batik MSMEs, for example variables such as 
the quality of tax services. 
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