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ABSTRACT

Using Path modeling, this study intends to investigate the effects of tax incentive
measures on Thai SMEs' corporate tax compliance behavior under the conditions of a
facilitated tax system, as well as tax fairness and equity perception. In this study, samples
were collected from 209 Thai SMEs. The study's findings show that tax incentive
measures have a direct effect on corporate tax compliance behavior, but the two-way
interaction "Tax Incentive Measures* Facilitated Tax System" and the three-way
interaction "Tax Incentive Measures* Facilitated Tax System* Tax Fairness and Equity
Perception" do not. This implies that the two moderators' fluctuating levels have no effect
on the direct effect. As a result, Tax incentive measures are the only significant factor for
SME:s in their commercial operations and activities. Executives of SMEs must critically
evaluate, implement, and utilize Tax incentive measures in order to build, develop, and
realize the advantages of these measures in doing business.
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I. INTRODUCTION

Small and medium-sized businesses (SMEs) are currently one of the main industries
driving Thailand's GDP. They are Thailand's most numerous commercial entities. The
potential for sustainability of the SMEs has a significant impact on their economies. In
2021, the third wave of the COVID-19 epidemic led to the establishment of 72,958 new
businesses, each with an authorized capital of 229,802 million baht, according to
registration data. The number of businesses has increased since 2020 by 15.18 percent.
As aresult, 89.29 percent of this amount has been used as the capital of these SMEs with
permitted capitals of less than 5 million baht (Department of Business Development of
Thailand, 2021). An increase in SMEs is a more comprehensive indication of the business
sector. As a result, SMEs have emerged as essential drivers of Thai business values and
economies.

In Thailand, the Small and Medium Enterprise Promotion Committee, as a major
organization in accordance with the Small and Medium Enterprises Promotion Act, B.E.
2543 (2000), has promoted and enhanced the development of SMEs continuously. This
committee has issued a guideline for SMEs' development plans from 2021 to 2022 by
adjusting business environments that are convenient and appropriate for SMEs'
development, including legislative changes and a review of tax policies to ensure that tax
is used to support their growth. It includes tax complications, incentive programs,
benefits, and payment mindsets. The committee and other relevant government entities
have set as aims both the willingness to pay taxes and the right and economical payment
of taxes. In addition, the Small and Medium Enterprise Promotion Committee has
reported SMEs situations in 2021 for a total gross domestic product (GDP) of SMEs that
is 5,603,444 million baht, or 34.6 percent of the nation’s, increasing from 2020 at
approximately 30 percent (The Office of Small and Medium Enterprise Promotion Office,
2022). Accordingly, SMEs’ incomes and profits from their operations have been
considered as the basis for tax collection. The Revenue Department of Thailand has
issued tax incentive measures in order to motivate SMEs’ tax payments and promote their
officials’ tax collection in accordance with the laws and the related regulations
(Thiraratanasathit, 2017). Therefore, corporate tax collection can efficiently rank as the
second largest amount of the government’s tax collection.

It's interesting to note that there are both economic (tax laws and regulations, tax
inspections, tax penalties, tax incentive programs, and a simplified tax system) and non-
economic (attitude toward taxes, social norms, and perceptions of fairness based on the
legitimacy of the laws) factors that influence tax compliance or willingness to pay tax
(Feld and Frey, 2006; Kirchler, 2007; Murphy, 2007; Amaeshi et al., 2020; Neumark et
al., 2020). Additionally, paying taxes has evolved into a civic duty for all businesses
(Jenkins and Newell, 2013). On the other hand, tax evasion and inaccurate tax compliance
result when taxpayers' predicted advantages outweigh the expenses of incorrect tax
compliance (Vincent, 2021; Nicodime, 2008). When the economy of extra fines or
inspected prosecutions is considered, their actions have occurred. Furthermore, previous
research employed behavioral economics theory concepts combining economic factors
and taxpayer behavior factors to explain factors affecting tax compliance behavior and
tax non-compliance behavior (Sour, 2004; Ameyaw and Dzaka, 2016; Malik and Younus,
2019; Rashid et al., 2021; Vincent, 2021), with the focus on explaining the effects of
factors on such behaviors. Thus, a study of how tax incentive measures have affected
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SMEs’ corporate tax compliance behavior is important and necessary.

The researchers investigate the tax compliance behavior of SMEs following the
implementation of tax incentive measures by the Revenue Department to encourage
SMEs to participate in the tax system and pay taxes correctly in accordance with the
SMEs development plan. This study will investigate the effects of tax incentive measures
on the tax compliance behavior of SMEs under the conditions of a facilitated tax system
(Abubakari and Adafula, 2013; Braga, 2017; Li et al., 2020) and tax fairness and equity
perception (Armstrong et al., 2019; Neumark and Williams, 2020; Taing and Chang,
2020). The goal of this study is to collect empirical evidence on the necessity to utilize
tax incentive measures to increase the amount of corporate tax collected from SMEs
within the conditions of tax fairness and equitability perception, as well as a facilitated
tax system. The key research question is how tax incentive measures affect corporate tax
compliance behavior. The specific research questions are: (1) how the facilitated tax
system moderates the tax incentive measure-corporate tax compliance behavior
relationships; and (2) how tax fairness and equity perception moderate the relationships
among the tax incentive measures, the facilitated tax system, and corporate tax
compliance behavior.

The study is organized as follows: The first section provides a conceptual
framework and a review of relevant research on tax incentive measures and their effects
as well as the development of hypotheses. The details of the research design are described
in the following section. The findings on the effects of tax incentive measures, a
facilitated tax system, and tax fairness and equity perception on corporate tax compliance
behavior are presented in the next section. The study finishes with a discussion of the
study's primary findings, consequences, and recommendations for future research.

II. RELEVANT LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

In this study, the tax incentive measures are an independent variable, and corporate tax
compliance behavior is a dependent variable. Both the facilitated tax system and tax
fairness and equity perception are moderators of the study. Figure 1 shows the conceptual
model.

Figure 1
A conceptual model of the tax incentive measure-corporate tax compliance behavior relationships
Facilitated Tax
System
H2
Tax Fairness H3
and Equitably Perception "
N H1 .
Tax Incentive v R Corporate Tax
Measures "|  Compliance Behavior
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A. Corporate Tax Compliance Behavior

Corporate tax compliance behavior is an outcome of tax incentive measures. It comprises
both correct corporate tax compliance behavior and incorrect corporate tax compliance
behavior, which may be with or without intention (Sorg, 1983). In this study, only correct
corporate tax compliance behavior is considered. According to a study by Franzoni
(1999), there are five characteristics of correct corporate tax compliance behavior. Firstly,
incomes and expenditures have been shown correctly and are congruent with the facts.
Secondly, a financial statement of the business has been prepared and reported in
accordance with financial reporting standards. Thirdly, corporate income tax is correctly
calculated based on the Revenue Code. Fourthly, a tax payment form is filed within the
time requirement. Finally, the amount of the tax payment is correct. In addition, taxpayers
have been holding on to assumptions of responsibilities, morality, ethics, and willingness
to pay tax (Mikesell and Birskyte, 2007). Therefore, corporate income tax compliance
behavior must be practiced based on tax collection principles, including tax payment
ability, residence, and income source (Pongpitak, 2017). Principles of tax payment ability
focus on corporate income tax payment, which depends on the accuracy of the net profits
of the business as a basis for corporate income tax calculation, which must be in
accordance with financial reporting standards. Corporations have taken all incomes
earned from an operation during an accounting period, minus expenditures that are
related to incomes and business operations, according to laws. When they have losses in
the operation period, they have no tax payment. Next, principles of residence consider
that incomes to be calculated have been required for only Thai corporations by collecting
incomes from both inside and outside Thailand. Moreover, principles of income source
concentrate foreign corporations that have operated in Thailand and have responsibilities
for corporate tax payment when their incomes have occurred from business operations
during the accounting period.

The net profits of a business, as the difference between recorded revenues and
expenditures, are critical for using tax calculation procedures. Bookkeepers are
responsible for preparing and presenting financial statements in compliance with
financial reporting standards, as well as modifying net profits in accordance with Fiscal
Code regulations for tax payments. Furthermore, tax collectors are responsible for
inspecting and certifying the accuracy of net profits and the appropriate tax payment
(Dube, 2018; Bucci, 2020). Tax auditors or certified public accountants in Thailand are
responsible for certifying the acceptable accuracy of financial statements and verifying
corporate tax payments to ensure the correctness of tax payments (Onuoha and Dada,
2016). As a result, when filing corporate income tax, SMEs have to provide audited
financial statements. So, these tax compliance behaviors have had an impact on the
government's correct income collection.

As previously noted, a range of behavioral and economic factors have influenced
business tax compliance behavior. As a result, Thailand's Revenue Department
announced a tax incentive policy to encourage SMEs to enter the tax system, with the
goal of becoming an important strategy for increasing the efficiency of tax collection
administration (The Revenue Department, 2021). In this study, tax incentive measures
are expected to be a major determinant of firm tax compliance behavior. Following that,
it is hypothesized that a facilitated tax system will strengthen the relationships between
tax incentive measures and corporate tax compliance behavior, and tax fairness and
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equity perception will also strengthen the relationships between tax incentive measures,
a facilitated tax system, and corporate tax compliance behavior.

B. Tax Incentive Measure

The Small and Medium Business Tax Administration Division (the Revenue Department,
2022) is an entity within the Revenue Department with tasks and responsibilities to
promote correct SMEs tax compliance. It had collaborated and worked with outside
entities to improve knowledge, comprehension, and positive attitudes toward tax
payment. It also provides tax benefits as SMEs' tax incentive measures in order to
encourage a temporary exemption of corporate income tax for new supported
corporations, rights for tax refunds, an investment tax credit, a tax credit for research and
development, accelerated depreciation, and other related benefits. Similarly,
governments in numerous nations, particularly in developing countries, have used tax
incentive measures for SMEs to encourage these taxpayers to pay taxes (Avdeev and
Nassiriponr, 2019).

Tax incentive measures have been used in the literature to promote and solve
corporate operations (Rashid et al., 2021). It is a better indicator of tax compliance than
other enforcement methods. A condition of government trust is also a mediator in the
relationship between tax incentive measures and company tax compliance behavior.
Furthermore, tax credit programs that stimulate the nation's economic conditions have
considerable and positive effects on tax compliance behavior (Bunel and Hadjibeyli,
2021). Next, R&D expenditures have become the beneficiaries of a few taxes that are
equal to or greater than these expenditures and have affected greater rates of employment
(Mulkay and Mairesse, 2013). Tax credit measures for innovation have also promoted
registered patents and created opportunities for innovative creation (Ivus et al., 2021). It
has a relationship with corporation size and is directly linked to the corporate tax rate,
which decreases corporate tax and positively impacts tax compliance behavior. Moreover,
responses of SMEs taxpayers towards an encouragement to use credit cards for goods’
payment result in increased incomes and higher tax compliance (Slemrod et al., 2017).
Then, a tax incentive measure is likely to promote correct compliance behavior. It has a
significant and positive effect on corporate tax compliance behavior. Therefore,

HI: Tax incentive measures have a positive effect on corporate tax compliance
behavior.

C. Facilitated Tax System

Thailand's tax collection system has evolved and improved through the use of modern
information technology, which can speed up and simplify the process for all taxpayers
who contact government agencies, such as access to the tax system, income tax payment
forms, filing for tax payment, filing for tax refund, and so on. Service requirements for
Thailand's Revenue Department, particularly in answering questions and providing tax
compliance advice that benefits taxpayers. Tax compliance has grown after the
introduction of e-services (Small, 2016). It minimizes business expenditures or costs
while enhancing service transparency by amending laws. The elimination of laws and
restrictions that hampered corporate operations resulted in greater tax collection
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administration efficiency, in accordance with a strategy for developing organizational
potential as a 4.0 government system (The Revenue Department, 2022). It is an advance
in the government's ability to collect taxes that defines the government.

Tax compliance behavior will positively improve fair tax distribution in the
provision of public services to members of the general public (Drogalas,
Anagnostopoulou, Pazarskis, & Petkopoulos, 2018; Remali, Ramli, Nordin, Hamdan &
Lutfi, 2020). The establishment of a tax collection system using advanced technology
will enhance access to and analysis of tax collected information, as well as third-party
inspection (OECD, 2017; Pomeranzk Vila-Belda, 2019; Mascagni et al., 2021; Rashid et
al., 2021). Next, the tax collection system can be improved with advanced information
technology, which positively affects correct tax compliance for only businesses with a
high corporate income tax rate (Li et al., 2020). Taxpayers, on the other hand, perceive
the taxation system as unfair when taxpayers who pay their taxes on time are subjected
to a retrospective tax audit. While noncompliant taxpayers are not investigated (Torgler
and Schneider, 2009), such incidents in taxation have a detrimental impact on their
motivation to pay taxes. Additionally, the notion of existing tax evasion reflects the tax
authorities' poor service quality. As a result, these occurrences have a negative impact on
tax compliance behavior (Aregawi et al., 2021).

For developing countries, the use of advanced information technology for tax
collection administration can improve the tax collection system, increase the efficiency
of tax law enforcement, and increase tax compliance (Li et al., 2020). Inequality of
information can be reduced, and the potential to prevent immoral acts, injustice, and
conspiracy in the enforcement and administration of taxes can be increased. As a result,
the use of information technology can become a smart policy for improving the
government's revenue collection capability. Recent advances in digital technology have
aided in reducing the complexity of tax payments and facilitating the prevention of tax
fraud and errors. The enhancement of services for taxpayers has promoted the
modification of payment stages, the issuance of refunds, and access to useful information.
The digital information can then be used by executives to reduce costs, operational times,
and hazards in the tax collection system, as well as boost tax inspection efficiency
(Oyedokun, 2016; Alasfour, 2019; Bruce-Twum and Schutte, 2021). Furthermore,
switching from the original tax collection system to the digital tax collection system
allows for real-time reporting of SMEs' money transfers (Lagodiienko, Pozhydaieva, &
Krylov, 2022). Fast inspection and data analysis can promote more accurate tax
compliance while also favorably influencing and correlating with tax compliance
behavior. As previously said, improved information technology for tax collection
administration can make the tax system more efficient and effective. A more simplified
tax system is likely to improve tax incentive measures and encourage more corporate tax
compliance behavior. As a result, it is expected that a facilitated tax system will act as a
moderator of the tax incentive measure-corporate tax compliance behavior relationship.
Therefore,

H2: Facilitated tax system moderates the tax incentive measure-corporate tax
compliance behavior relationship.

D. Tax Fairness and Equity perception
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A tax collection system entails determining income types, tax rates, calculations, and the
filing of tax payment forms. It is concerned with openness and being inspected by
officials in accordance with tax collection regulations and duty performance criteria for
all taxpayers. According to tax collection legislation, these determinants are the primary
tasks of authorized agencies. However, the difficulties of the tax collection system,
improper treatment of wrongdoings against tax laws, and non-disclosure of tax collection
information to the public increase the likelihood of non-compliance (Vincent, 2021).
These facts reflect and affect the public's trust in the government. Moreover, the use of
fairness principles in the tax collection system provides a better tendency for correct tax
compliance and can help achieve taxpayers’ reliability and confidence in the system
(Faizal et al., 2017). The development of the tax refund system can be conducted quickly.
These activities have been factors that boost morale among taxpayers with correct tax
compliance (Inasius, 2019; Bruce-Twum and Schutte, 2021; Fotiadis and Chatzoglou,
2021). In addition, costs for tax law compliance decrease when the government has
improved the transparent tax collection system and has treated taxpayers as partners and
with respect for each other, which affects their willingness to pay taxes (Malik and
Younus, 2019; Dobos and Takéacs-Gyorgy, 2020). The improvement of the tax collection
system can increase trust among taxpayers (Ali and Hassan, 2019). For directing tax
compliance behavior, tax morale, tax fairness and equity perception, and tax complexity
play significant roles in driving and determining taxpayers’ behaviors (Taing and Chang,
2020). An authorized usage of tax collectors, the trust of the government, the disclosure
of the government’s income collection information, and the implementation of public
interest are supporting factors for taxpayers to have a perception of tax fairness and equity
(Boadway, 2015; Bruce-Twum and Schutte, 2021). Next, an adjustment of the corporate
income tax rate that is appropriate for the business size will enable SMEs to perceive
fairness in an increasing manner and increase their willingness to comply with tax
(Ameyaw and Dzaka, 2016).

A performance of tax collection in accordance with the laws and without
discrimination against any taxpayer can indicate the fairness and equitability of the tax
collection system. While taxpayers perceive a fair tax collection system, they can have
confidence in their tax compliance and encourage correct tax compliance (Kiconco,
Gwokyalya, Sserwanga, & Balunywa, 2019). Furthermore, the government can change
social norms and foster positive attitudes toward tax payment by conducting public
relations on the control of tax collection usage for the development and improvement of
public service quality or national development by ensuring people's rights to such
products and services. Whenever the level of confidence and fairness in the tax system
can be increased, Taxpayers are more likely to follow the laws (Morris and Klesnes,
2010). According to Ajzen's (1991) theory of planned action, an intention to express
oneself in any scenario arises from one's attitude toward such topics. Then, taxpayers'
behaviors are impacted by their norms, and these behaviors do not happen
instantaneously. It is vital to allow time to build and attain the intention to act. Internal
mobilizations that improve trust in the tax system and affect the intention to comply with
the laws are social norms and a sense of fairness in the tax system as a result of confidence
and trust in the government's performance (Jimenez and Iyer, 2016). As mentioned earlier,
tax fairness and equity perception can help taxpayers emphasize tax incentive measures,
achieve a facilitated tax system, and present corporate tax compliance behavior better.
Thus, it is hypothesized to strengthen the relationships among tax incentive measures,
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the facilitated tax system, and corporate tax compliance behavior. Therefore,

H3: Tax fairness and equitability perception moderate the relationships among tax
incentive measures, facilitated tax system and corporate tax compliance behavior.

III. RESEARCH METHOD
A. Procedure for Sample Selection and Data Collection

As mentioned earlier, SMEs have been major businesses that have driven Thailand’s
economies and have been the business units with the highest number in Thailand. Thus,
SMEs’ capacities for sustainability are important factors that affect the nation’s
economies. In this study, 5,864 SMEs that had established and operated in Bangkok,
Thailand, in 2021 are the populations of the study (Department of Business Development,
2020). According to Kock and Hayada (2018), 284 SMEs in Thailand are the appropriate
samples for the study because the minimal regression coefficients from our literature
review phase were discovered to be 0.148. In addition, the questionnaire with
dichotomous scales was utilized as a key instrument for collecting data. With regard to
the questionnaire distribution, 209 responses were received and were usable. The
effective response rate was approximately 73.59%. Thus, the response rate for a mailed
survey of more than 200 responses was considered acceptable (Piriyakul, 2021).

B. Measurement

Measurements of these constructs are self-developed from existing literature on tax
incentive measures, the facilitated tax system, tax fairness and equity perception, and
corporate tax compliance behavior. Multiple items are needed to measure each construct.
Despite the fact that all constructs are obviously defined, it is impossible for one to
directly manifest or observe the scale due to the abstract nature of the construct. Certainly,
variables are estimated from their definitions and are applied from the relevant research
mentioned earlier and other related literature through the measurements using a 7-point
Likert scale (1 = strongly disagree to 7 = strongly agree), except for control variables.
Therefore, all measurements from this study are presented as Tables 2—5 in Appendix A.

C. Assessment of the Research Tool Quality

To achieve the validity and reliability of the model, Cronbach alpha coefficients of 0.94
as well as composite reliability scores greater than 0.07 are required. In addition, an
examination of convergent validity is considered by assessing a correlation between
construct scores and their indicator scores. According to the convergent validity threshold,
all the loading factors met the requirements for a positive value and were statistically
significant. The value follows a requirement of greater than 0.70. However, it must be
larger than 0.50. As shown in Appendix B as Table 6, an average item reliability, which
is the average variance extract, must be greater than 0.40, and a composite reliability
must be higher than 0.60 (Fornell and Larcker, 1981; Hair et al., 2017). Using the
heterotrait-homotrait approach and the Fornell and Larcker criteria, relationships
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between the scores of latent variable indicators were examined to determine discriminant
validity (Fornell and Larcker, 1981).

The total cross-correlation of any two groups' indicators divided by the sum of the
correlations between those two groups' indicators is known as the heterotrait-homotrait.
Its value must be less than 1. Moreover, the value of the heterotrait-homotrait should be
any figure less than or equal to 0.85 (Henseler et al., 2015). In this study, the result of the
heterotrait-homotrait was less than 0.85 for every pair of constructs in Appendix B, as
shown in Table 6. This indicates that the indicators of latent variables are independent of
other latent variables (Hensler et al., 2015). In addition, the average variance extract of
one latent variable had a larger value than the square of the correlations between those
latent variables and other latent variables. As indicated in Appendix B as Table 7, these
indicators presented discriminant validity according to Fornell and Larcker criteria.

Iv. RESULTS AND DISCUSSION
A.  Effects of Tax Incentive Measures on Corporate Tax Compliance Behavior

To achieve the research results, the effects of tax incentive measures on corporate tax
compliance behavior are investigated. Next, the moderating effects of both the facilitated
tax system and tax fairness and equity perception on the research relationships are
examined. Table 1 presents the results of these effects in the study.

Figure 2 shows the results of the tax incentive measure-corporate tax compliance
behavior relationships.

The findings reveal that even if the two moderating variables (facilitated tax
system and tax fairness and equity perception) are included, the direct impacts of tax
incentive measures on corporate tax compliance behavior remain significant (beta =
0.319, t = 4.073, p-value = 0.000). They are significantly different from the total effects
of 0.370 (t = 5.725, p-value = 0.000) that illustrate the effects of tax incentive measures
on corporate tax compliance behavior when no mediator is present. This suggests that tax
incentive measures have a natural high impact on corporate tax compliance behavior or
that there may be other hidden aspects that aid in the transmission of tax incentive
measures' effects to corporate tax compliance behavior. In addition, there is a very strong
and significant direct influence of tax fairness and equity perception on corporate tax
compliance behavior (beta = 0.361, t = 3.603, p-value = 0.0000). This implies that SMEs
will increasingly practice corporate tax compliance behavior because of tax fairness and
equitability perceptions. Next, there are very low and non-significant direct influences
on corporate tax compliance behavior (beta = 0.029, t = 0.356, p-value = 0.722). This
could lead us to believe that corporate tax compliance behavior must first interact with
tax fairness and equity perception before having an impact on corporate tax compliance
behavior, or that corporate tax compliance behavior acts as a moderator to change the
impact of tax incentive measures on corporate tax compliance behavior.
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Table 1
Results of multiple regression analysis and hypotheses testing *
coefficient se t P LLCI ULCI
constant -0.041 0.074  -0.547 0.585 -0.188 0.106
TMR 0.319 0.078  4.073 0.000 0.164 0.473
SYS 0.029 0.081 0.356 0.722 -0.130 0.188
TMR*SYS 0.004 0.085  0.049 0.961 -0.164 0.172
FEQ 0.361 0.100  3.603 0.000 0.163 0.559
TMR*FEQ -0.266 0.099  -2.705 0.007 -0.461 -0.072
SYS*FEQ 0.188 0.071 2.629 0.009 0.047 0.328
TMR*SYS*FEQ -0.104 0.074  -1.395 0.165 -0.251 0.043

*TMR as tax incentive measure (dependent variable); SYS as facilitated tax system; FEQ as tax fairness and
equity perception; TCB as corporate tax compliance behavior.

Figure 2
Results of the tax incentive measure-corporate tax compliance behavior relationships

Facilitated Tax
System

0.004
(t=0.049)

Tax Fairness -0.104%
and Equity Perception  [(t=-1.395)

Tax Incentive Corporate Tax
Measure 0.319" Compliance Behavior

(t=4.073)

p<.01

To examine the conditions determining change in corporate tax compliance
behavior, the effects of these moderating factors are split into categories, comprising the
two-way interactions of tax incentive measures and facilitated tax systems (TMR*SYYS),
the two-way interactions of facilitated tax systems and tax fairness and equity perception
(SYS*FEQ), and the three-way interactions of tax incentive measures, tax fairness and
equity perception, and facilitated tax systems (TMR*FEQ*SYS). The two-way
interactions of a facilitated tax system and tax fairness and equity perception as
moderating effects are significant, with beta = 0.188 (t = 2.692, p-value = 0.009). This
shows that, while the direct impacts of the facilitated tax system on corporate tax
compliance behavior are not statistically significant, their interactions with tax fairness
and equity perception are. This demonstrates that taxpayers prepare more corporate tax
compliance activity when they have some level of tax fairness and equity perception and
are aware of a facilitated tax system in a variety of ways.

Furthermore, the two-way interaction between tax incentive measures and a
facilitated tax system as moderating effects shows very modest and non-significant
effects with beta = 0.004 (t = 0.049, p-value = 0.961). This suggests that tax incentive
measures do not encourage corporate tax compliance behavior in the facilitated tax
system at any level of change (low, moderate, or high). The two-way interaction between
tax incentive measures and tax fairness and equity perception as moderating effects is
significant and negative, with beta = -0.266 (t = -2.705, p-value = 0.008). Even though
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SMEs are less conscious of tax fairness and equity, tax incentive measures encourage
them to pay the correct amount of tax. Tax fairness and equity perception have both direct
and interactive roles in enhancing the tax incentive measures of the public sector.
Moreover, with beta = -0.104 (t = 1.395, p-value = 0.166), the three-way moderating
effects of tax incentive measures, tax fairness and equity perception, and a facilitated tax
system do not show any statistically significant level. This demonstrates that even when
tax collection agencies completely function in all attempts to promote tax fairness and
equity perception and enhance a facilitated tax system, their operations would not
enhance corporate tax compliance behavior in accordance with the effects of tax incentive
measures.

B. Pick-a-Point Interaction Inspection

Overall, there are no statistically significant influences on corporate tax compliance
behavior from the interactions of tax incentive measures, tax fairness and equity
perception, and a facilitated tax system (TMR*FEQ*SYS). However, the pick-a-point
technique should be considered in circumstances that are dependent on the degree of tax
fairness and equity perception and a facilitated tax system, as illustrated in Figures 3-5.
Three figures reveal that, as the levels of tax fairness and equity perception gradually rise
at any level of facilitated tax system, the slopes of all three lines of the group gradually
decrease. This serves as a roadmap for subsequent research to identify those factors. Thus,
the research findings show that tax incentive measures can encourage SMEs to make
correct tax payments. Figures 3-5 show the effects of tax incentive measures on corporate
tax compliance behavior.

In Figure 3, when perceptions of tax fairness and equity are poor, the effects of tax
incentive measures on corporate tax compliance behavior consistently increase along
with the level of tax incentive measures, regardless of what values the facilitated tax
system has modified. Despite the fact that all of the graph lines have subjectively high
and favorable slopes, the beneficial influence of tax incentive measures on corporate tax
compliance behavior tends to increase more when the tax system favors taxpayers at a
greater level. As a result, when perceived tax fairness and equity are low, the larger the
gain from facilitated tax system change, the greater the impact of the tax incentive
measures on corporate tax compliance behavior.

Figure 4 shows that the slope of the influence of tax incentive measures on
corporate tax compliance behavior diminishes when tax fairness and equity perception
are at a medium level. Similarly, it remains the same as in Figure 3' s example of tax
fairness and equity perception at a low level. This shows that the slope remains positive
but somewhat decreases at the level of moderate tax fairness and equitability perception.
Even when the public sector works to guarantee that SMEs have a better level of tax
fairness and equity perception awareness, the effects of tax incentive measures on
corporate tax compliance behavior tends to grow as tax incentive measure does. However,
compared to the previous scenario, the strengths of such an influence are lower. This is
true regardless of how much facilitated tax system can help taxpayers.

In addition, Figure 5 shows that the slope of the graph line illustrating the
relationships along the path from the tax incentive measures to corporate tax compliance
behavior would drop to a lower level when tax fairness and equity perception is at a high
level compared to when it is at a low or moderate level. This demonstrates that the impact
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along the route from the tax incentive measure to corporate tax compliance behavior is
significantly reduced. Next, the slope of the curve decreases. This indicates that SMEs
are more likely to accept corporate tax compliance behavior. When they believe that the
taxation system is fair and equitable and see that the system is highly favorable to
taxpayers. Therefore, tax incentive measures have little effect on corporate income tax
compliance behavior. By examining and enhancing the administration of taxation system,
the government should prioritize establishing fairness and equity in the taxation system
as opposed to the pre-existing conditions shown in Figures 1 and 2. to increase taxpayers'
perceptions of fairness and equality. However, if the sense of fairness and equity in the
taxation system is still low or moderate, a facilitated tax system will be one of the
elements that can help increase the influence of tax incentive measures on corporate
income tax compliance behavior.

Figure 3
Effects of tax incentive measures on corporate tax compliance behavior at low tax fairness and
equity perception with any level of a facilitated tax system
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Figure 4
Effects of tax incentive measure on corporate tax compliance behavior at medium level of tax
fairness and equity perception with any level of facilitated tax system
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Figure S
Effects of tax incentive measure on corporate tax compliance behavior at high level of
tax fairness and equity perception with any level of facilitated tax system
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V. CONTRIBUTIONS AND DITRECTIONS FOR FUTURE RESEARCH
A. Theoretical Contribution

With a focus on the effects of tax incentive measures on corporate tax compliance
behavior, the Revenue Department of Thailand uses tax incentive measures as a strategy
to encourage SMEs to participate in the tax system and pay taxes properly and affordably
to meet the objectives of the SMEs development plan in Thailand and be competitive.
Tax advantages are one type of tax incentive measure that has been used in the past (an
adjustment of the tax rate to be appropriate with the business size, an addition of
alternatives to calculate corporate income tax, and a deduction of expenses higher than
actual expenses). To encourage SMEs to join the tax system and agree to the single
account measure, there are retroactive tax exemption provisions in Thailand. According
to existing literature, Tax incentive measures are the strategy that tax collection agencies
have employed to help SMEs run their businesses continuously and sustainably while
also supplying them with information on the laws. However, the issues with tax evasion
and inaccurate corporate tax compliance behavior persist for unknown reasons.
According to the theory of taxpaying behavior, this results from the taxpayers' acceptance
of risks because they believe that doing so is worth any tax costs that may result from
being scrutinized. The tax incentive measure of the Revenue Department, which has been
run in Thailand, has not been the only component examined by the researchers in this
study that has been linked to corporate tax compliance behavior.

The moderating variables of tax fairness and equity perception and a facilitated
tax system are used by the researchers to examine the effects of tax incentive measures
on corporate tax compliance behavior. This presents the circumstances under which tax
incentive measures effects on corporate tax compliance behavior would change. The
results of the study might explain the corporate tax compliance behavior of SMEs in
Thailand. As a result, there would be more research on corporate tax compliance behavior
in Thailand, as well as research to compare the effects of variables affecting corporate
tax compliance behavior within the context of a nation with various tax systems. The
topic to be researched in the future is the search for moderating effects of tax incentive
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measures other than the parameters examined in this study, such as taxpayer attitudes and
social norms, that might affect the corporate tax compliance behavior of SMEs.

B. Managerial Contribution to Tax Administration

The results of the research would assist tax administrators in understanding the issues
with business tax collection that fall short of expectations. They provide a fresh
perspective when formulating tactics to boost the effectiveness of tax collection. They
present that tax incentive measures have a direct effect on the corporate tax compliance
behavior of SMEs, as well as a direct and moderating effect on tax fairness and equity
perception, and a facilitated tax system. This is a crucial issue to consider in order to
enhance the tax system and increase trust and confidence among taxpayers and SMEs.
They understand the value of being accountable to society as citizens who must fulfill
their tax obligations. In addition, a better tax collection system can help taxpayers utilize
cutting-edge information technology for quick access and convenience that reduces tax
payment errors. It is necessary to improve the performance of corporate income tax
officials across the nation to have uniform standards. By raising corporate tax compliance
behavior, this study also improves the effectiveness of tax administration.

VI CONCLUSION

SME:s have a significant role in driving Thailand's economy. The growth and promotion
of SMEs are important. In this study, the effects of tax incentive measures on the
corporate tax compliance behavior of SMEs in Thailand are empirically investigated
through the moderating effects of the facilitated tax system and tax fairness and equity
perception. The study's eligible samples are 209 SMEs in Thailand. According to the
study's findings, tax incentive measures have a crucial role in explaining and predicting
company tax compliance behavior. It has a strong favorable impact on business tax
compliance behavior. To reinforce the research relationships, tax fairness and equitable
perception, as well as a facilitated tax system, are advocated as moderators. They do not,
however, modify the tax incentive measures-business tax compliance behavior linkages
or the relationships between tax incentive measures, the facilitated tax system, and
corporate tax compliance behavior. To summarize, Thailand's Revenue Department must
continue to use, improve, and implement the aforementioned tax incentive measures, as
well as seek out new effective measures, in order to promote, enhance, encourage, and
facilitate SMEs with a critical willingness to pay correct taxes. Meanwhile, executives at
SMEs must critically examine, implement, and capitalize on the potential characteristics
of tax incentive measures in order to grow, develop, and realize the advantages and
benefits of these measures in conducting business.
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APPENDIX A
Table 2
Statistics of tax compliance behavior of SMEs (n = 209)
Items Mean S.D. CvV
Aware of the necessity of paying taxes (TCB 1) 6.40 0.83 0.13
Preparing financial report according to standard (TCB 2) 6.67 0.56  0.08
Managing taxes efficiently (TCB 3) 6.35 0.80  0.13
Filing tax form within the timeframe due date (TCB 4) 6.73 0.64  0.09
Ready to show evidence of income, expenses, assets,
and liabilities to the authorities (TCB 5) 6.56 0.65  0.10
Pay taxejs n accordfcm.ce w1Fh the requirements of the law. 6.60 074  0.11
If there is an error, it is accidental (TCB 6)
Average 6.55

Note: CV in the range 0.00 - 0.15 indicates very reliable data. CV in the range 0.16 - 0.30 indicates that the
data is moderately reliable. CV greater than 0.30 indicates that data must be used with caution (Gardner, Zhao

and Kimpel, 2010).

Table 3
Statistics of tax incentive measures (n = 209)
Items Mean S.D. CV
Reduce or exempt corporate income tax for SMEs entrepreneurs 590 1393 023
(TMR1)
Expense can be deducted from income 2 time (TMR2) 5.84 1435 025
Exempt from d1v1d§nd ta)f and income from share transfer for 10 555 1483 027
consecutive accounting period (TMR3)
VAT exemption for annual income not exceeding 1,800,000 Bath
(TMR4) 508 1.793 0.35
Tax exemption for money donated to the community forest project for
global warming of the Ministry of Natural Resources and Environment  5.18 1.714 033
(TMRS5)
Set up the criteria for electronic tax invoices and electronic receipts.
(TMRG6) 534 1449 027
If the goods are sold to travelers outside the Kingdom, they are entitled 538 1428 027
to a refund of VAT already charged (TMR7) ’ ' '
Exemption for donation made to educational institution via electronic
donation system (TMRS) 332 1.5470.28
Establishing reasonable grounds for not required to submit tax returns
through the internet (TMR9) 317 15950310
Exemption from income tax on the amount paid for investments in
electronic document preparation system, tax remittance system, and 549  1.398 0.250
cash registers (TMR10)
Use the entitlement criteria to calculate the income and expenses of the
company or juristic partnership (TMR11) 349 1317 0.240
Average 5.39
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Table 4
Statistics of facilitated tax system (n = 209)

Items Mean S.D. CV
There is no complicated tax collection process, easy to understand and
follow (SYS1) 630 1.091 0.17
Flexibility, adaptable to the changing economic and social situation 627 1212 0.9
(SYS2)
There is criteria of suitable SME size for appropriate tax collection 632 1072 017
(SYS3)
Set up suitable tax rates (SYS4) 6.35 0963 0.15
Facilitate electronic tax form and tax pay (SYS5) 632 1.009 0.16
Electronic tax form is easy to complete (SYS6) 6.25 1.033 0.17
There are channels to pay taxes both electronically and personally 627 1016 0.6
(SYS?)
igi({)g;;ltlon inquiry can be received via call center and/or tax officer 626 1016 0.16

Knowledgeable and capable revenue officers (SYS9) 638 1.028 0.16
There exist full scale electronic tax collection system and allow 638 0952 0.15
taxpayer access to their personal information (SYS10) ’ ' ’

Average 6.31
Table S
Statistics of tax fairness and equity perception (n = 209)
Items Mean S.D. CvV

Revenue agents must treat everyone equally and without bias (FEQ1) 5.74  1.190 0.21
The countrywide standard of conduct for revenue officers must be the
same in all offices (FEQ2)

The Revenue Code regarding taxation must not favor any business
(FEQ3)

The Revenue Code and Regulation related to the collection of
corporate income tax is not an obstacle to do business (FEQ4)

Tax benefits must be open thoroughly to all businesses, not conducive
to large businesses only (FEQS5)

Discretion in interpreting laws must be based on legal principles
without bias (FEQ6)

Enforcement of the law must be the same for all businesses without
the appearance of favoring any type of business (FEQ7)

Tax law must be strict without loopholes that allows businesses to

5.69 1330 0.23

5.64 1268 0.22

5.73 1.374  0.24

6.06 1.123 0.19

5.89 1.165 0.20

599 1.181 0.20

5.62 1.515  0.27

exploit unfair (FEQS)

Governments must allow citizens to investigate spending of tax money

collected (FEQ9) 563 1422 025
All those who violate the law must be punished by the law (FEQ10)  5.81 1.204 0.21

Average 5.78
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APPENDIX B

Table 6
Convergent validity

Indicator TCB TMR SYS FEQ AVE

Composite Reliability
rho A rhoc alpha
TCB1 0.681** 0.546 0.853  0.878  0.835
TCB2 0.773*

TCB3 0.746™

TCB4 0.659™

TCBS 0.821*

TCB6 0.740™

TMR1 0.613* 0.433 0.875 0.893  0.869
TMR2 0.626™

TMR3 0.636™

TMR4 0.635™

TMR5 0.659™

TMR6 0.673*

TMR7 0.767"*

TMRS 0.704**

TMR9 0.671**

TMR10 0.629**

TMRI11 0.607"

SYS1 0.774™ 0.616 0.949 0941 0.932
SYS2 0.839™

SYS3 0.843™

SYS4 0.873"

SYS5 0.819™

SYS6 0.789"

SYS7 0.640™

SYS8 0.770"

SYS9 0.721*

SYS10 0.755™

FEQ1 0.802"" 0.703 0957 0959 0.952
FEQ2 0.827"

FEQ3 0.889™

FEQ4 0.898

FEQS5 0.886™

FEQ6 0.754™

FEQ7 0.877"

FEQS 0.874™

FEQ9 0.796™
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Table 7
Fornell-Larcker Criterion
Construct TCB TMR SYS FEQ
TCB 0.546
TMR 0.201 0.433
SYS 0.121 0.152 0.616
FEQ 0.148 0.135 0.356 0.703

Squared correlations; AVE in the diagonal.
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