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For an emerging economy such as Indonesia, income taxes significantly
contribute to her revenue generation profile. The efficacy of tax
education during taxpayers' educational trajectory stands as a pivotal
factor in achieving successful tax revenue collection. The primary
objective of this study is to examine the impact of tax education on tax
compliance among students from diverse ethnic backgrounds. This is a
descriptive study with a quantitative approach. Open-ended
questionnaires were developed, tested, and distributed to students. A
total of 372 valid responses were returned and the data was analyzed
using the Smart PLS tool. Findings from the analysis revealed a
significant effect of tax education on tax compliance across all ethnic
groups (Javanese, Sundanese, Batak, Minang, Malay, and Others) with
the maximum and minimum effect recorded in the Sundanese (73.5%)
and Batak (47.2%) respectively. This study contributes to bridging the
research gap in tax education and tax compliance from a multi-ethnic
approach in Indonesia. It is recommended that public tax awareness
campaigns, targeted at both students and the public in Indonesia be
sustained, as this drives an increase in tax compliance across all
ethnicities in the medium to long term. This research makes a
theoretical contribution by highlighting the significance of tax
education as a determining factor. From a policy perspective, this study
offers valuable insights to education policymakers, emphasizing the
necessity for regular enhancements and adaptations in tax education
practices.
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INTRODUCTION

The growth and development of any given nation hinges on its ability to generate domestic
and/or internationall capital to finance its growth and development. Most governments depend on tax
revenues to provide public goods and services such as schools, hospitals, and public transportation
(Mohd Yusof et al., 2022). For an emerging economy such as Indonesia, income taxes significantly
contribute towards her revenue generation profile (Prihatiningtyas et al., 2021). This is also evident
by the continuous increase of tax revenue targets listed in the state revenue budget (APBN)
Indonesia (Tarmidi et al., 2017). Based on the report from the Central Bureau of Statistics (BPS)
(BPS, 2022), the portion of domestic revenue attributed to taxes was put at 81% of which when
examined, personal income tax constituted up to 45% of the tax revenues. Comparatively, findings
from the European Commission annual reports (2007, 2012, and 2014) as cited in (Rahman, 2017)
shows that using the average tax to Gross Domestic Product (GDP) ratios, Indonesia considerably
falls below the average range of 20-40 percent GDP. Also, findings from the report by the
Organization for Economic Cooperation and Development (OECD, 2022), reveals that Indonesia's
tax ratio is the lowest in Southeast Asia at 10.1%, as well as ranking among the three lowest in the
Asia Pacific region coming in after better-performing countries such as Malaysia (11.4%), Thailand
(16.5%) and Philippines (17.8%) respectively.

Unfortunately, this finding reveals a persistent problem in the region and Indonesia’s battles
with the attainment of an effective public tax compliance rate. While tax evasion is a universal
problem (Aligarh, 2017), the low rate of public tax compliance has been adjudged a classical
problem in Indonesia’s fiscal sector (Yulianto et al., 2019). Several factors have been studied on the
leading causes of low rate of tax compliance in various domains. Some researchers has collaborated
a high level of tax knowledge to greater and positive attitudes towards tax compliance and that poor
comprehension of the tax laws and its application promotes non-compliant behavior in taxpayers
(Abbas et al., 2021). In Malaysia, a significant relationship was found between an undergraduate’s
perception on tax compliance and their ethnic groups (Kasipillai & Jabbar, 2006), postulating that
the more citizens are educated on tax affairs, the greater the tax yield given that education generally
enlightens an individual and influences behavioural disposition (Ogoun & Ekpulu, 2020).

In examining the previous literature, it becomes apparent that the bulk of research pertaining
to tax compliance has primarily focused on the taxpaying population, encompassing both individual
taxpayers and corporate entities (Ouyang et al., 2023). Additionally, within the realm of tax
compliance research, several variables have emerged as recurring themes, including notions of equity
and fairness (Okafor, 2023), religious convictions and practices (Carsamer & Abbam, 2023),
pressures stemming from institutional isomorphism (Nartey, 2023), and the crucial element of trust
(Cahyonowati et al., 2023). Scholars contend that previous investigations have overlooked the
significant facet of students as subjects of inquiry, despite their forthcoming roles as taxpayers and
vital contributors to the national revenue stream. Hence, it becomes imperative for tax-related studies
to comprehensively assess the extent to which tax education fosters and influences tax compliance
behaviors.

Indonesia is an archipelago with over 10,000 islands and several geographic regions are
occupied by various indigenous ethnic groups, the largest of which are the Javanese that inhabit the
island of Java. In a bid to improve the tax ratio and compliance rate through tax education, the
Indonesia government since 2014 launched a long-term strategic program spanning 30-45 years,
aimed at the inclusion of tax awareness programs across all educational formations (primary,
secondary, & higher education) in the country (Putro & Tjen, 2020). This program is divided into
three phases: the educational phase (2017-2030), the awareness phase (2030-2045), and the glory
phase (2045-2060). In-line with the issue, which involves increasing the tax awareness levels of its
students, this study primarily focuses on the analysis of student’s perception and willingness to
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comply with the relevant tax laws based on their tax educational level and ethnicity. The current
body of research concerning tax education and its impact on tax compliance among students of
diverse ethnic backgrounds in Indonesian universities remains significantly constrained. Hence, this
study endeavors to address this research gap by undertaking a comprehensive analysis. The primary
aim of this research is to examine the influence of tax education on tax compliance behaviors
exhibited by students encompassing multiple ethnicities. The findings of this study would reveal the
potential level of tax compliance possessed by the students based on their socio-cultural attributes
which can promote effective implementation of tax education based on ethnic groups and boost tax
the compliance rates in Indonesia.

Literature Review

Education transfers value, norms, knowledge, and skill to all citizens, ensuring their
participation in various forms of social activities such as tax compliance (Yulianto et al., 2019). Tax
education has been established to be an effective tool for promoting tax competence both in current
and potential taxpayers (Mohamad et al., 2013). The Universitas Terbuka has 346,584 students from
diverse regions, backgrounds, races, and religions. Many students belong to the working class and
can be categorized as taxpayers. In Universitas Terbuka, tax education is delivered through tax
related courses in several professional study programs in Universitas Terbuka, one of which is the
Diploma Three in Taxation. Specifically, students' tax awareness has been reported to have increased
after undertaking and completing tax education programs (Abbas et al., 2021)

Today, beyond the low tax compliance rate Indonesia must deal with, the effective distribution
of tax education to the wider populace is also a challenge. Not all current and potential taxpayers
can be reached within the walls of an educational institution. In fact, just a small portion of the
education community can be reached with the appropriate tax knowledge that fosters tax compliance
attitudes in this category of citizens. According to Mohamad et al., 2013; Putro & Tjen, 2020),
accounting students or students that have undertaken a tax related course possess better tax
awareness, tax knowledge, and understanding of the tax system compared to non-accounting
students or students that have not taken a tax related course. In contrast, a study in Colombia by
(Yepes-Lopez & Gergerlioglu, 2022) revealed that there was no significant difference in tax
compliance improvements between students in the two categories. However, a study conducted on
students from Turkey and Spain by (Goksu & Sahpaz, 2015) revealed that while participants
responded differently to several statements, they all share similar perception on tax compliance. The
differences in responses to the statements occurred due to other factors, such as socio-cultural, belief
and religion, and economic and political factors.

Theory of Social Learning

The ability to comply with tax laws and its application underscores some psychological
attributes hence analysis can be performed using theories of social learning. This study is conducted
around these theories. The social learning theory proposed that learning takes place through
observation, imitation, and modeling and these are all influenced by several factors such as
motivation, attention, attitudes, and emotions (McLellan et al., 2011). The theory states that an
individual’s attitudes, expectations, norms, and beliefs develop from an interaction with their cultural
and/or social environment which affects how people learn. In the context of this research, the social
learning theory serves as the foundation for asserting that tax education will provide stimuli to
students, thereby eliciting the desired behavioral response of future tax compliance, or obedient tax
payment.
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Theory Reasoned Action

Theory of reasoned action demonstrates that an individual's perception of something will
stimulate a reaction that leads to an action (Fishbein & Ajzen, 1977). The theory explains the
relationship between an individual’s beliefs, attitudes, intentions, and behavior towards an expected
outcome. In this study, student’s perception of the importance of tax and tax compliance will cause
an action to be taken. When students recognize the beneficial effects of tax payment on both personal
well-being and the wider community, it is probable that they will conscientiously adhere to their tax
obligations in a rational manner. The theory of reasoned action serves as a fundamental framework
for comprehending that individuals who perceive tax payment as significant are inclined to align
their actions accordingly.

Tax Education and Tax Compliance

Research has revealed that there is a significant relationship between government expenditure
on education and tax revenue (Ogoun & Ekpulu, 2020). The more the citizenry is educated on tax
related affairs, the higher the tax compliance rate. In this study, tax education refers to tax literacy
training that an individual receives within the walls of an educational institution to effectively and
efficiently address issues related to personal income tax. According to (Waris & Murangwa, 2012),
tax literacy is aimed at providing tax-related information and an encompassing explanation on
domestic, regional and international taxation.

Furthermore, tax compliance is the willingness of a taxpayer to pay taxes under any given tax
burden as stipulated by the government without manipulation of revenue values (Yulianto et al.,
2019). For this study, tax compliance involves the voluntary action of taxpayers to report their
income and expenses in-line with the prevailing tax laws. It is important to underscore the
importance of freewill of taxpayers to pay tax as study has revealed that government policies of
enforced compliance are less effective in comparison to policies of voluntary compliance (Inasius et
al., 2020). For voluntary tax compliance to have occurred, an individual should be able to basically;
(i) register as a tax payer (ii) fill out tax forms completely and clearly (iii) calculate correctly the
amount of tax payable (iv) pay the tax payable on time, without previous investigations, warnings,
threats, or application of either criminal or administrative sanctions (Rahman, 2017).

Hypotheses Development

According to social learning theory, education plays a pivotal role in shaping students'
behaviors. In the specific context of this study, tax education assumes paramount significance in
fostering future tax compliance among the populace of a nation. Additionally, Kurniawan (2020)
underscores the importance of providing comprehensive tax education to all prospective taxpayers
within the school or university setting, thereby cultivating a sense of tax consciousness. A robust
cognitive grasp of the significance of tax payment indirectly instills in students a perception of tax
payment as an obligatory duty. Prior research has unveiled the impact of tax education on societal
attitudes towards taxation and compliance behaviors. Furthermore, tax education facilitates a more
profound comprehension of the intricacies of the tax system among individuals.

Although previous research has discussed the effect of tax education on tax compliance, no
research has looked at it from the perspective of Indonesia's multi-ethnic. By another approach to
this research, it is hoped that this research can provide novelty that can be applied by tax
practitioners or can become a scientific contribution to taxation programs. Thus, this study
investigates the effect of tax education on tax compliance from a multi-ethnic approach. The
participants were classified based Indonesia’s ethnicity profile. The classification includes Javanese,
Sundanese, Batak, Minang, Malay, and Others. Based on the theory of social learning and reasoned
action on tax education on tax compliance, the following hypotheses were formulated.
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H:: Tax education significantly influences tax compliance in all respondents.

H2: Tax education significantly influences tax compliance in ethnic of Javanese.
Hs: Tax education significantly influences tax compliance in ethnic of Sundanese.
Ha: Tax education significantly influences tax compliance in ethnic of Batak.

Hs: Tax education significantly influences tax compliance in ethnic of Minang.
He: Tax education significantly influences tax compliance in ethnic of Malay.

H7: Tax education significantly influences tax compliance in ethnic of Others.

On the other hand, this research is limited to disclosing the influence between variables with a
multi-ethnic approach and has not looked at people's behavior with an increase in tax compliance due
to an increase in tax education. Therefore, this research can be used as a reference in disclosing
people's behavior in increasing tax compliance in society.

METHOD

This research is a descriptive study with a quantitative approach conducted using open-ended
guestionnaire (Cresswel, 2012). A descriptive research is aimed at revealing facts with descriptive
methods based on the results of data analysis performed (Hermanto et al., 2019; Trisnawati et al.,
2021; Widianingrum et al., 2020). A quantitative approach entails measuring goals and investigating
relationships between variables (Sholikah & Sutirman, 2020; Bougie & Sekaran, 2019). This study
consists of the variables, Tax Education (TE) and Tax Compliance (TC) which are analyzed for any
effect on the population of study. The population of this study consists of Universitas Terbuka
students who have undertaken tax education related courses. Specifically, the students of the
Universitas Terbuka Tax Diploma-3 Study Program were used as a case study.

A total number of 372 students from the Tax Diploma-3 Study Program participated in this
study voluntarily. Table 1 depicts that in the gender category, there were 195 males and 177 females.
Meanwhile, in the age category, the highest number of participants falls within the agieiee range of
25-29. As this study examines perceptions across various ethnicities, it specifically focuses on the
Sundanese, Javanese, Minang, Malay, Batak, and several other ethnicities such as Balinese, Betawi,
Madurese, Ambonese, Banjarese, and Buginese

Table 1. Profile of Respondents

Profile Category Respondents Total Percentage Total
Gender Male 195 372 52.42% 100%
Female 177 47.58%
Below 20 24 6.45%
20-24 115 30.91%
Age 25-29 174 372 46.79% 100%
30-35 43 11.55%
Above 35 16 4.30%
Sundanese 62 16.67%
Javanese 62 16.67%
- Minang 62 16.67%
Ethnicity Malay 62 372 16.67% 100%
Batak 62 16.67%
Others 62 16.67%

Note: Others ethnic group consists of the sum of respondents with a small number of ethnic groups, namely:
Bali, Betawi, Madura, Ambon, Banjar, and Bugis
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The SmartPLS analyticial tool was employed in the data analysis process of this study. The
SmartPLS analyticial tool is used under the assumption that data with a certain scale of measurement
and the sample size usually a small number of samples (Hair Jr et al., 2019). This method of analysis
was adopted by the researchers due to preliminary analysis of each ethnic group, in which a small
sample of each group was captured.

Validity and reliability of instrument

The research instrument passed the validity and reliability test with a Cronbach Alpha of 0.947
and 0.975 for tax education and tax compliance respectively. While the composite reliability test
returned 0.955 and 0.978 for tax education and tax compliance respectively. A breakdown of the
validity and reliability analysis of the instrument for all respondents is as shown in the table 2 below.

Table 2: Convergent Validity on Loading Factor

Variable Questionnaire Items Loading
Factor

Tax Education (TE) | understand the purpose of studying taxation courses. 0.759
Lecturers/tutors give assignments according to the material 0.835
Lecturers/tutors provide responses to the results of student 0.840
assignments.
Lecturers/tutors evaluate the results of student assignments. 0.833
Lecturers/tutors master the taxation material being taught. 0.837
Lecturers/tutors provide equal opportunities to give opinions in the 0.850
forum
Lecturers/tutors encourage students to actively participate in 0.856
discussions
Campus facilities support the learning process for tax subjects. 0.841
I am satisfied with the value given by the lecturer/tutor. 0.789
Lecturers/tutors prepare teaching materials for tax subjects properly. 0.717
Lecturers/tutors give assignments to read references (teaching 0.743
materials, laws and regulations, articles).

Tax Compliance | filled out the tax return completely 0.910

(TC) | pay taxes due on time. 0.911
| am not in arrears in paying taxes. 0.925
I calculated the taxes owed correctly 0.911
I calculate the tax payable as is 0.903
I report taxes using e-filling. 0.895
| pay taxes according to the taxes owed. 0.921
I voluntarily registered with the tax office to get a taxpayer 0.855
identification number.
Avoiding taxes is against the law. 0.913
| fill out the tax return clearly 0.904
| report the tax return on time. 0.802
I filled out the Tax Return truthfully, according to the actual 0.796
conditions.

Source: SmartPLS Analysis

RESULTS AND DISCUSSION
Results

Based on the analysis using the SmartPLS tool and regression analysis for hypothesis testing
on all valid responses received, the result showed that tax education has a significant influence on tax
compliance with a p-value of 0.000 and an original sample score of 0.620. The results from the
analysis are as presented in the figure 1 below.
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Figure 1: Bootstrapping Test

Based on the results from the analysis, the effectiveness of an increase in tax compliance after
the existence of tax education in respondents is 62%. Thus, the finding of this research collaborates
that of previous studies on tax education and tax compliance (Abbas et al., 2021; Kurniawan, 2020;
Kwok & Yip, 2018). The result of the analysis also shows that all hypotheses tested based on the
classification of respondents were all significant with p-values less than 0.05. Table 3 Depicts that all
of hypothesis are supported.

Table 3: Hypothesis-Test Result

Hypothesis P-value Original Sample Decision
H1 0.000 0.620 Supported
H2 0.000 0.688 Supported
H3 0.000 0.735 Supported
H4 0.000 0.472 Supported
H5 0.000 0.676 Supported
H6 0.000 0.602 Supported
H7 0.000 0.664 Supported

Source: Smart PLS Analysis

These results indicate that the implementation of tax education is theoretically effective in
promoting tax compliance among taxpayers across diverse ethnic backgrounds. Table 4 reveals that
Sundanese is the highest rank on tax compliance rate. The tax compliance rate of Universitas
Terbuka students as studied are ranked from highest to lowest as below:

Table 4: Tax Compliance Rate of Students

Rank Ethnic Group Tax Compliance Rate
1 Sundanese 73.50%
2 Javanese 68.80%
3 Minang 67.60%
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4 Others 66.40%

5 Malay 60.20%

6 Batak 47.20%
Discussion

Based on the findings from this study, it could be deduced that the implementation of tax
education for students of all ethnicities promotes tax compliance which invariably increases the State
tax revenue profile. Additionally, the greatest potential for increasing tax education based on ethnic
groups is in the Sundanese with a score of 73.5%, Javanese with a score of 68.8%, Minang with a
score of 67.6%, Others with a score of 66.4%, Malay with a score of 60.2% and the lowest potential
increase in the Batak with a score of 47.2%. These findings are in sync with the social learning
theory (Bandura & Walters, 1977).

Universitas Terbuka students’ attitude towards tax compliance is basically because of
knowledge acquired during their life. Furthermore, these students tax compliance rates can also be
influenced by both formal and informal institutions such as the government and society respectively
(Horodnic, 2018). Referring to the theory, the purpose of education, in the context of tax education,
is to provide knowledge, skills, and the presence of new behaviors that are expected, in the context
of tax compliance. (Feld & Tyran, 2002; Palil & Akir, 2013) added that this tax compliance is in the
behavioral dimension where it is strongly influenced by the tax understanding and awareness of
everyone. The explanation is related to institutional theory where one of the factors that influence a
person's TC can start from demographic factors, namely the characteristics and values possessed by
individuals, which can also be influenced by culture in society, or social culture (Sholikah et al.,
2020). The culture of community is tried to be explored in ethnic groups in Indonesia, in the context
of UT students.

This finding also strengthens the previous findings, and this finding also provides a good
recommendation for formal institutions to increase public tax awareness by showing the
effectiveness of increasing TC on each ethnicity. While the findings of this study do help to bridge
the research gap in tax education and tax compliance from a multi-ethnic approach, it also provides
recommendation to formal institutions in Indonesia to continue their public tax awareness campaigns
targeted at both students and the public as this drives an increase in tax compliance across all
ethnicities in the medium to long term.

Furthermore, this research can be a reference for following research with an agenda to uncover
factors that influence people's behavior based on ethnicity. With more in-depth disclosure of public
behavior, this research becomes more comprehensive where the results can be used as
recommendations for public policy-making in the tax sector to increase national income through
increasing tax awareness in Indonesia. Besides, most students at the Universitas Terbuka in the Tax
Diploma-3 Study Program are students who already have good tax awareness so this finding can be
deepened to reveal how the process of their behavior in increasing tax compliance because of
increasing tax education based on their experience.

CONCLUSION

This study is aimed at the investigation of the effect of tax education on tax compliance from
a multi-ethnic approach. The findings from the study reveal that tax education have a significant
effect on tax compliance, irrespective of their ethnicity. Based on the analysis of all valid responses
received, the maximum impact of the implementing tax education on tax compliance was recorded
in the Sundanese ethnic group with a score of 73.5%, and the lowest being the Batak ethnic group
with a score of 47.2%. This study provides theoretical implications that extend the understanding of
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tax compliance by proposing the inclusion of students, in addition to taxpayers, as subjects for
examining the determinants of tax compliance. This broader approach anticipates their potential
future contributions to fostering tax compliance. Moreover, the research holds practical
significance, as it emphasizes the indispensability of incorporating tax education into the university
curriculum. This recognition stems from the recognition of taxes' pivotal role in national progress,
particularly with regard to advancing social welfare.

This research is not without limitations, as there are several constraints inherent in the study.
Firstly, the research only utilizes a limited number of respondents from a single university, which
may restrict the generalizability of the findings. Additionally, the study solely focuses on examining
the construct of tax education, thereby leaving out various other factors that comprehensively
contribute to tax compliance. This research is limited to the disclosure of results based on a
quantitative approach, so that other aspects that make the effectiveness of tax compliance high or
low have not been fully investigated. Therefore, further research can make disclosures on other
aspects or use other variables that have an influence or relationship with the effectiveness of tax
compliance.
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