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Abstract: Tax compliance is an issue that can be traced back to the introduction of taxes, which is
the reason such compliance remains a significant topic in the current literature of academia and
practice. Prior studies on the topic of tax compliance or non-compliance can be categorized into two,
namely economic and social/psychological theories. In a more serious note, tax evasion has remained
a key issue among governments all over the globe, with Jordan being no exception. Jordan has
undertaken different fiscal measures to increase compliance in the domestic front in the past decades,
but based on annual reports, the country is still experiencing a considerable increase in net public debt
and fiscal deficit that can be traced back to the increased tax non-compliance rate. This is specifically
true in the case of sales tax in Jordan. To compound the matter further, literature concerning the
determinants of sales tax compliance as well as other determinants that drive non-compliance is still
scarce, with a universal tax compliance model able to explain the issue with clarity still being elusive.
Hence, this work proposed the determinants of sales tax compliance in the context of small and
medium-sized enterprises (SMEs) in Jordan, extending Fischer’s model of tax compliance, and adding
the moderating role of tax knowledge and direct effect of tax service quality. This study proposed a
model encapsulating the social, psychological and economic factors to provide insight into the sales
tax compliance of Jordanian SMEs.
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1. Introduction

The development and growth of a country generally hinges on the obtained revenues from the
economic ventures and investments it takes part in (Alshira’h and Abdul-Jabbar 2020; Samuel and
Dieu 2014), and in relation to this, taxes are categorized as one of the key major national sources of a
country’s revenue (Alshira’h et al. 2016; Varvarigos 2016). Governments are constantly in need of funds
for the purpose of investing and renovating public infrastructure, health services, education and public
services, and as such, a need exists to increase tax revenue to boost development and growth (Alshira’h
and Abdul-Jabbar 2019a; Bird et al. 2008). Added to this, the past several years have been challenging
for the tax authority, particularly following the world economic crisis in 2008, with the fiscal deficit
leading to the increase in the requirement for tax revenue, urging governments’ collaboration to solve
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the non-compliance challenge (Alshira’h and Abdul-Jabbar 2019b; Sawyer 2014). In this regard, the tax
revenue can be enhanced through efforts directed towards resolving this issue of non-compliance
(Alshira’h et al. 2020; Franzoni 1999). An increase in tax compliance would reasonably enhance the tax
revenue level, while non-tax compliance causes intense concern throughout developed and developing
nations around the world (Alm et al. 2016; Feinstein 1991). This holds true for the countries in the
Middle East, as evidenced in Al-Ttaffi and Abdul-Jabbar’s (2015) study, and thus, tax compliance
remains an urgent topic to be investigated in literature. Despite the prior studies conducted to explain
the issue, a consensus among the authors concerning the tax payment compliance is still elusive
(Randlane 2016), but the expected existence of taxation for years to come will find the persistence of
non-compliance if not dealt with.

In the case of sales tax, it has evolved into one of the major strategies to obtain tax revenues
throughout different countries, which tends to be the core of tax policy decision-making interest,
particularly in the developing countries. Sales tax, commonly referred to as value-added tax (VAT)
in the UK, US and France, and goods and services tax (GST) in Australia, Singapore and Malaysia,
was first introduced in 1954 in France (Alshira’h 2018; Adams and Webley 2001). Currently, sales tax
can be found in around 160 nations all over the world (Azmi et al. 2016), owing to its effectiveness in
acquiring tax revenue in significant amounts while deficits are reduced (Lee et al. 2013), notably in
the category of developing countries, as evidenced by Faridy et al. (2016). Presently, sales tax is
considered as tax revenue able to control the consumption of tax system adopted in several nations
(Giesecke and Tran 2012). Nevertheless, compliance towards sales tax has also become an issue along
with its introduction throughout the countries, and is a major concern for policy makers in nations,
especially the developing ones (Das-Gupta and Gang 2003). Sales tax compliance responsibility aspect
is reflected on the small and medium-sized enterprises (SMEs) as a burden compared to compliance to
other types of taxes (Alshira’h et al. 2019; Hansford and Hasseldine 2012).

Furthermore, in the Jordanian context, where tax revenue is highly valued for its importance to
the public budget, in 2010 to 2016 alone, it contributed 71% to the domestic revenue, as reported by
the Ministry of Finance (2016). Tax compliance issues have therefore been raised as a national issue
affecting the country’s economy (AL-Shawawreh and AL-Smirat 2016). Despite the government of
Jordan’s adoption of different fiscal measures to enhance domestic revenue via national economic
development and financial stability, businesses reflect, on their annual reports, that public debt is still
at a high (JD27,520 billion) as of 2016 (Ministry of Finance (2016)). Tax non-compliance has displayed a
corresponding rise by 48%, with sales tales making up 71% of the overall non-compliance for the years
2011 to 2015 (Jordan Independent Economic Watch 2014). Evidently, tax non-compliance, specifically
when it comes to sales tax, is in need of resolution in the Jordanian context in the face of its limited
economic resources, otherwise the persistence of chronic fiscal deficit is expected to stay, requiring fund
injection to satisfy the economic and societal developmental needs (Al-Zoubi et al. 2013). Stated clearly,
tax compliance resolution is a must to enhance the government revenue, financial stability and its
ability to respond to the societal needs.

In the business landscape of Jordan, SMEs play a key role and constitute more than 99%
of the total businesses that contribute to the economy, as noted by Lutfi et al. (2017) and the
Association of Banks in Jordan (2016), while they contribute 50% of the Gross Domestic Product
(GDP), and employ 60% of the whole workforce, capable of boosting exports, providing foreign
currency and minimizing the payment deficit, while facilitating major companies’ acquisition of goods
and services (Lutf et al. 2016; Alrousan and Jones 2016; Saymeh and Sabha 2014). Owing to their
significant contribution, SMEs are viewed as top contributors to the shadow economy of Jordan,
with around 90% contribution (United Nations Development Programme (2012)). In contrast, for tax
non-compliance, 87% of the enterprises are small businesses, while 34% are medium businesses that
report the failed payment of taxes (Young Entrepreneur Association (2011)). Additionally, the lack of
accounting records among SMEs (only 14% had prepared accounting information and 40% open to
reporting financial items), highlighted in Al-Bakri et al. (2014) and Al-Smirat’s (2013) studies, lays more
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stress on the business tax compliance in the fiscal health of the Jordanian government (Joulfaian 2009).
The truth to this is evidenced by the country’s businesses collected tax revenues (Joulfaian 2000).

In theory, studies have reported different tax compliance behavior drivers (Alm and Torgler 2011),
and it has been noted that the economic approach throughout history argues that deterrence has been
the major strategy for the enforcement of tax compliance (Frey 2003). One of the pioneering economic
studies that addressed tax non-compliance was contributed on the basis of Becker’s Model (1968),
arguing that threats via legal penalties would bring about the prevention of tax crimes (Matthews and
Agnew 2008). According to Becker (1968), rational behavior from the taxpayers leads to their expected
used of the tax non-compliance gamble, where they determine the benefits and risks that they will face
in the case of penalty and tax audit.

In the same study caliber, Allingham and Sandmo (1972) used Becker’s model deterrence theory to
bring forward a tax non-compliance theory they named the A-S model, which is the pioneering model
to tackle the resolution of non-adherence to tax payment. In relation to the argument, Feld et al. (2006)
showed that a low level of deterrence was followed by high level of compliance in some nations, and as
such, the model failed to explain the tax compliance behavior, as other factors may have had a hand
in driving tax compliance that were left out from the deterrence theory. In Jackson and Milliron’s
(1986) study, the authors underlined the drawbacks of the deterrence theory in its clarification of
the tax compliance behavior, and highlighted 14 drivers of non-compliance that can be categorized
into four main categories; namely, tax complexity, tax audit, tax penalty and tax rates), attitude and
perception (tax moral, tax fairness and peer influence), demographic characteristics (age, gender and
education), and non-compliance opportunity (income level, occupation and income source). All the
factors were integrated into one model that was developed by Fischer et al. (1992), based on combining
the approaches of sociopsychology and economics, after which the model was named the Fischer
model. Several studies in literature evidenced the validity of the model (e.g., Kirchler et al. 2007;
Andreoni et al. 1998).

In the present study, the author attempts to extend literature in several ways; first, prior literature
on the topic focused on the tax compliance drivers by extending Fischer’s model, as in the case of
Chau and Leung (2009), Chan et al. (2000) and Hanefah (1996). The extensions related to economic
and socio-psychological factors, without mention of direct effect of tax service quality and indirect
effect of tax knowledge on sales tax compliance among SMEs, specifically in the Jordanian context.
The above-mentioned variables are pertinent to explaining sales tax compliance behavior, specifically in
Jordan. Moving on to the second way, the present study contributes by determining sales tax compliance
in the level of business as opposed to individual level, using Fischer’s model (Fischer et al. 1992),
which entails obtaining the viewpoints of owners/managers of Jordanian SMEs. In a related study,
Abdixhiku et al. (2017) revealed that tax non-compliance determinants have been under-examined,
and are still lacking among businesses, despite the fact that business tax constitutes a major contribution
in most countries (Nur-Tegin 2008; Crocker and Slemrod 2005). In the same token, SMEs have great
opportunities to manipulate tax payment, as stated by Woodward and Tan (2015). There also seems
to be great concentrated effort in literature in examining individual tax compliance, overlooking the
fact that business tax compliance needs equal if not more focus (Alm and McClellan 2012). Moreover,
for the consistent compliance of sales tax among SMEs, some of the characteristics of the Fischer model
should be dropped, and these include non-compliance opportunity and demographic characteristics.

The third way that this study contributes to literature extension is its attempt to determine the
influence of deterrence theory on sales tax compliance, in the face of the majority of studies addressing
the relationship between the theory and income tax compliance, with only a few directing their
examination towards sales tax (refer to Woodward and Tan 2015; Faridy et al. 2014; Webley et al. 2002).
To the researcher’s best knowledge, a study has yet to be carried out to investigate the deterrence
theory effects on the sales tax compliance in the context of the Middle Eastern nations, which in this
case is Jordan. The fourth contribution of this study is its effort towards establishing the effects of
socio-psychological factors on sales tax compliance, because although several studies have done the
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same, majority of them concentrated on non-economic factors effects on income tax compliance on the
individual level, rather than business sales tax level. This may be exemplified by Woodward and Tan
(2015), Faridy et al. (2014), Webley et al. (2002). Studies of this caliber have been conducted in the
developed nations, but countries in the Middle East have rarely been the study focus.

The fifth contribution is the confirmation of sales tax compliance drivers to minimize the gap in
literature as based on the study by Alm and El-Ganainy (2013), studies that examined sales tax are still
limited because of the precipitated diffusion as a fundamental revenue tool used by the governments.
Meanwhile, in the review of literature dedicated to tax studies, Alshira’h et al. (2016) highlighted
the requirement for further studies to look into sales tax compliance, and this is particularly true in
Jordan. Finally, this study is a pioneering study to examine the tax knowledge moderating effect on the
relationship between sales tax compliance and its determinants. Prior studies of this caliber focused
on tax knowledge as an independent variable that relates to income tax compliance (Clotfelter 1983;
Kirchler and Maciejovsky 2001; Park and Hyun 2003). In other words, this is the first study to test
the moderating effect of tax knowledge on the sales tax compliance-determinants of compliance
relationship in the SMEs context.

2. Literature Review

Taxes are generally considered as critical contributors to the total domestic revenue all over
the world, with countries largely depending on direct and indirect taxes to promote and enhance
their economies (Tehulu and Dinberu 2014; Vadde 2014). In addition, tax payment compliance is
compulsory for parties, notwithstanding if they are corporate or individuals—voluntary adherence to
tax laws are mandatory, but in reality, some individuals always steer clear of their tax responsibilities
(Kirchler et al. 2014). In this regard, tax compliance can be achieved through the participation of
taxpayers in the government decisions and expenditures, as evidenced in Alm et al. (1993), and by
increasing penalties and tax audit to those that shirk their tax duties (Alm and Torgler 2011). However,
regardless of the promotion efforts placed on achieving tax compliance, the issue persists, and the lack
of universal definition of tax compliance has been elusive in literature (Devos 2008). Differing scholars
defined the concept differently—for instance, Andreoni et al. (1998) referred to tax compliance as the
tendency of the taxpayers to adhere to their tax responsibilities laid down by the law of the country for
the purpose of a balanced economy. Along a similar definition, Alm (1991) and Jackson and Milliron
(1986) defined it as the reporting of the total incomes and payment of taxes required by the established
regulations, laws and court judgments.

In the same line of study, compliance was described by Roth et al. (1989) as the taxpayer’s filing
of the total required tax returns in a manner that is timely, with the returns encapsulating the right
report tax liability on the basis of tax laws, regulations and court decisions applicable. Alm et al. (1993)
referred to tax compliance as the act of taxpayers in declaring their taxable income accurately, in filing
tax returns as well as in paying their payable taxes in the time period required. In the same line of
study, Kirchler et al. (2006) compared tax compliance concept to a game that depends on the reciprocal
interactions between the decisions of the taxpayer and the tax authority, as well as the trust of taxpayers
in the law, and the tax system fairness. Moreover, the different measurement aspects of tax compliance
was revealed in Brown and Mazur’s (2003) study, where the compliance of taxpayers was categorized
into three; reporting compliance, filing compliance and payment compliance. In the context of sales
tax, compliance is described as adhering to the procedures and legislation, including the actual and
accurate sales paid and collected reporting, actual sales liability, payment of the total due taxes in the
period laid down, and the filing of tax returns within a specific period (Nura et al. 2017).

Furthermore, tax non-compliance takes two forms, namely tax evasion and tax avoidance.
Tax evasion refers to evasion of illegal and intended businesses of entities and individuals for tax
due minimization by underreporting sales, income or wealth, heightening deductions, loans or
dispensations, or by refraining from filing tax returns in an accurate manner (Ritsatos 2014; Alm 2012).
Tax avoidance, on the other hand, is described as the inclination towards mitigating taxes through
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means that are legal and within the law (Slemrod 2007). Tax non-compliance also adopts different
forms, comprised of failure to pay due taxes at its established period, deductions overstatement,
income understatement and failing to submit tax return in the established period or even after (Kasipillai
and Abdul-Jabbar 2006). According to Alshira’h et al. (2018), sales tax non-compliance is an extensive
issue that entails the manipulation of sales tax invoice and modifying tax reports to achieve different
targets (e.g., less sales tax payment, increased earnings and mitigated costs based on the accrued
benefits) brought about by tax evasion, that hinges on the attitudes, beliefs and norms of the area.
Only limited studies examined the economic factors and socio-psychological factors effects on sales
tax, and as such, his study attempts to extend tax compliance literature, particularly sales tax. In the
next sections, the determinants of sales tax compliance are presented.

According to Jackson and Milliron (1986), tax complexity is one of the top determinants of tax
compliance behavior and in the present study, tax complexity is described as the actions taken to
address business issues related to sales tax law, and these include dynamic changes, excessive details,
numerous computations and distinct business records details. In Cuccia and Carnes (2001) findings,
a negative relationship was supported between tax complexity and the tendency or the capability to
comply with tax payment. This was mirrored in Abdul-Jabbar and Pope’s (2008) study, where the
authors reported an inverse impact of increased tax complexities and tax laws amendments on the
performance of SMEs. The latter showed that tax complexity frequently related to tax compliance costs,
and as such, majority of businesses opt not to comply with them. However, in contrasting findings,
an insignificant relationship was reported by Morse et al. (2009) and Fauvelle-Aymar (1999) between
tax compliance and its complexity, while Yahaya (2015) indicated a positive relationship. Specifically,
in sales tax, tax complexity lacked a significant relationship with sales tax compliance as reported by
Biabani and Ramezani (2011), but other studies like Woodward and Tan (2015) reported a negative
influence of tax complexity on sales tax compliance.

Moving on to another sales tax compliance determinant, tax audit protects and supports such
compliance behavior according to Jackson and Milliron’s (1986) study. In the context of sales tax, it is
referred to as the ability of the tax authority to promote payment of accurate sales tax among businesses,
and to ensure that they register for such payment if their sales turnover is at part to or exceeds the
threshold registration. In past studies, a positive relationship was found between tax audit and tax
compliance, and these include Feld and Larsen (2012), Alm and McKee (2006), Pommerehne and
Weck-Hannemann (1996) and Witte and Woodbury (1985), although a few of them found the absence
of the relationship between the variables (e.g., Muche 2014; Tehulu and Dinberu 2014), while some
others supported a negative tax audit-compliance association (e.g., Slemrod et al. 2001; Palil et al.
2012). Limited studies have been conducted in the context of sales tax in light of tax audit role on
compliance, but what few studies there are supported a positive influence between the variables (e.g.,
Woodward and Tan 2015). However, Faridy et al. (2014) reported no significant relationship.

Another determinant of compliance worth mentioning in this study is tax ethics, with the concept
of ethics being one that is full of complications, explaining the lack of universal definition—however,
Jackson and Milliron (1986) referred to the concept simply as the values or principles held by the
individual. Moral behavior is the intrinsic motivation that is built on moral principles and ethical
values (Young et al. 2016), and in this study, sales tax moral is considered as an intrinsic motivation
towards paying sales tax, stemming from the ethics compliance to pay sales tax and the conviction
towards contributing to the nation’s development. In this regard, non-economic factors have the top
effect on tax compliance behavior more so than economic factors, and as such, moral values were
evidenced to be among the top drivers among 45 nations (Richardson 2006). Therefore, this variable
has to be taken into consideration when examining tax compliance behavior (Feld and Schneider 2010).
In effect, taxpayers having tax moral have a higher tendency not to adhere to tax payment when they
are stressed fiscally, or when they view the evaders to be highly moral (Slemrod et al. 2001). Along a
similar line of study, Fellner et al. (2013) and Ariel (2012) revealed that moral persuasion does not
always result in increased compliance, and in the case of sales tax, although
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mboxciteauthorB129-economies-881241 (2015) and Adams and Webley (2001) reported a positive tax
moral-sales tax compliance relationship, this relationship still requires extensive research.

Tax fairness also falls intothe category of compliance driver, as highlighted by
Jackson and Milliron (1986). The dominant argument is such that there is increasing dissatisfaction
among tax administrators and taxpayers with the tax system fairness and this leads to the high rate
of tax non-compliance (Chau and Leung 2009). Tax fairness are of two dimensions, namely fairness
of commerce and interest received for given tax, and justice of taxpayers’ burden in connection to
other tax payers (the comprehension of the vertical and horizontal tax laws fairness in the point of
view of taxpayers) (Jackson and Milliron 1986). In the present work, tax fairness is defined as the
distribution of sales tax registration threshold and sales tax penalties in all fairness by the tax authority
entity, with fair cost manifested in registered sales tax. For this construct, Fochmann and Kroll (2015),
McKerchar et al. (2013), Kirchler and Wah (2010) and Feld and Frey (2007) reported a positive tax
fairness–tax compliance behavior relationship, Benk et al. (2011) reported the lack of a significant
relationship, whereas Saymeh and Sabha (2015) reported a combination of findings. However, in the
sales tax context, Woodward and Tan (2015) and Adams and Webley (2001) supported a positive
relationship between the two variables.

Viewed from the Fischer Model’s perspective, peer influence is an element forming the attitudes
and perceptions, with the peer term referring to the associates of the taxpayer (i.e., his friends, colleagues,
relatives and workmates) (Jackson and Milliron 1986). This study considers peer influence among the
determinants of sales tax compliance, and defines it as the influence of significant people on the business
owners in terms of sales tax compliance decision, forming their attitudes towards complying with tax
payment. In literature, several studies supported a negative relationship, others supported a positive
relationship, while some others supported no significant relationship. Alon and Hageman (2013) and
Frey and Torgler (2007) fell in the first category of studies; Çevik and Yeniçeri (2013) and Tusubira and
Nkote (2013) fell in the second category; while Wenzel (2004) and Hite (1988) fell into the last category
of studies. In the sales tax case, Woodward and Tan (2015) and Adams and Webley (2001) found a
positive relationship between peer influence and sales tax compliance.

Generally speaking, service quality is referred to as the level to which the service delivered in
a way that meets or exceeds the needs of the customer, supported and brought about by the system
management (Delone and McLean 2003). Service quality is an issue that is significant with the new
public management philosophy (Brysland and Curry 2001). Similar to other public sector firms,
service quality is an issue that is significant to tax offices, owing to their provision of services to
taxpayers. Frecknall-Hughes and Moizer (2015) described tax service quality as the function of brand
name and reputation, while Mustapha and Obid (2014) likened it to reliability, responsiveness and
formativeness, forming important tax system determinants. Meanwhile, Jackson and Milliron (1986)
underlined the services provided by the Internal Revenue Service (IRS) to the taxpayers in the U.S.
Other studies including Boonyarat et al. (2014) found a significant influence of tax service quality on
the tax collection efficiency, which in turn, impacts the satisfaction and compliance behavior among
taxpayers. The inclination of the taxpayers to adhere to the tax authority decisions has been evidenced
to increase if the authority views itself as a service institution that provides quality services and
treats taxpayers like partners (Torgler and Schneider 2009). Taxpayers’ satisfaction with the services
provided by the government and the tax authority also boosts compliance from the taxpayers to the
tax regulations (Vigoda-Gadot 2007).

In other studies, enhanced tax compliance in achieving tax obligations necessitates the increase
in tax service quality by the tax authorities (Al-Ttaffi and Abdul-Jabbar 2016). In other words,
quality service tax provided to the taxpayers and hospitality workers would lead to their comfort
along with the provision of tax information system, leading to their increasing compliance. On the
other hand, if the taxpayers have a low perception of tax services quality provided by the tax authority
(Alabede and Affrin 2011), the result is a negative outcome in that a positive correlation exists between
perceived tax service quality and tax compliance behavior. Improving tax service quality by the tax
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authority will improve the compliance behavior of taxpayers through their perception of tax service
quality. Finally, poor service quality will have a likelihood to lead to lowered government trust,
and decreased compliance with the laws and regulations of tax. The following section presents
the moderating effect of tax service quality between the determinants of sales tax compliance
and compliance.

On the whole, literature shows that tax complexity, tax audit, tax ethics, tax fairness, peer influence
and tax service quality had mixed findings in their relationship with tax compliance and this requires
further investigation. To compound the issue further, tax compliance determinants were mostly
examined in literature in light of income tax, rather than sales tax, and at the level of individual as
opposed to the level of business (i.e., SMEs). Studies of this caliber also brought forward mixed findings
and thus, more efforts should be dedicated towards the relationships’ examination. The findings
significance is built on the theoretical underpinnings and to the researcher’s best knowledge, this is the
first study to investigate the relationship between the study variables and sales tax compliance among
SMEs in Jordan, and as such, this is a new contribution to literature.
Moderating role of tax knowledge

According to Fauziati et al. (2016), tax knowledge generally means the understanding of essential
tax policy concepts established in the country and in this regard, the tax policies established by SMEs
in the country determines the compliance behavior of the taxpayers with the tax system. SMEs tax
knowledge is therefore a crucial component of the establishments’ voluntary compliance with the
tax system, specifically in pinpointing their accurate tax liability (Baru 2016). Assisting taxpayers by
educating them into becoming more responsible citizens has the potential to yield greater revenue for the
tax administration rather than if it were spent on pursuing non-compliers (Devos 2012). Tax knowledge
is a necessary component of a voluntary tax compliance system (Kasipillai and Hanefah 2000), and is
particularly important in relation to determining an accurate tax liability (Saad 2014). Tax regulation
knowledge promotes compliance, owing to the fact that possessing such knowledge can promote
awareness of tax obligations. The majority of researchers are of the consensus that higher education does
enhance taxation knowledge, without specifying the education content (e.g., Kinsey and Grasmick 1993;
Song and Yarbrough 1978; Spicer and Lundstedt 1976). In the same line of study, Cullis and Lewis (1997)
found low tax knowledge to be correlated with negative attitudes towards tax payment, and an argument
from the author and Eriksen and Fallan (1996) revealed that the education level of the taxpayer is
relevant as it contributes to the general taxation understanding in terms of laws and regulations. In the
same token, Eriksen and Fallan (1996) proceeded to explain that higher tax knowledge can enhance
attitudes towards tax and enhance compliance, while mitigating tax evasion. This is supported by other
studies that found decreased complexity and higher tax knowledge to enhance compliance towards tax
payment, and these include Clotfelter (1983), Kirchler and Maciejovsky (2001), Park and Hyun (2003),
and Palil and Mustapha (2011). The authors indicated that the knowledge of tax would lead to reduced
evasion of tax payment. Also, taxpayers with good knowledge of tax will positively perceive the tax
system, and be more inclined to comply with its payments (Trisnawati and Nugraheni 2015).

Nevertheless, the findings reported by studies concerning the moderating role of tax knowledge
on the relationship between sales tax determinants and its compliance are inconsistent. For instance,
in Harris’ (2013) study, the author stated that tax knowledge lacked significant effect on the compliance
behavior of taxpayers. The differences in findings may be attributed to different tax jurisdictions,
because while the studies are carried out in Malaysia or Australia, Harris’ (2013) study was conducted
in the US. Meanwhile, Zimbabwean SMEs have low compliance with legislation in the face of relevant
information, which indicates that tax knowledge does exist among such SMEs, but non-compliance is
still high. Moreover, in Bird and Zolt’s (2014) study, the author stated that tax knowledge existence
constituting general knowledge, legal knowledge and technical knowledge had no significant effect
on the SMEs tax compliance behavior. The author explained that taxpayers who held tax knowledge
were not compliant to its payment. Comparatively, the findings reported by Alm et al. (2012)
showed insignificant change in the attitude towards tax and tax behavior in the face of increased
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SMEs tax knowledge. In a similar study, tax knowledge did not significant impact tax compliance
(Fauziati et al. 2016).

The above mixed findings call for the confirmation of the tax knowledge key role in tax compliance
decisions of taxpayers. In its moderating capacity, Baron and Kenny (1986) urged the investigation
towards variables moderating effects in case of inconsistencies in findings. Owing to the mixed results
of the determinants of tax compliance (tax complexity, tax audit, tax moral, tax fairness, peer influence
and tax service quality), with tax compliance, the presence of a moderating variable should be examined.
Stated clearly, mixed relationships between economic variables and tax compliance may be explained
by a moderating variable, which in this case is tax knowledge. Based on the above reviewed literature,
the present study brings forward the following developed conceptual framework (Figure 1).
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Figure 1. Proposed research framework for sales tax compliance.

3. Study Implications

This study is expected to contribute to different sets of stakeholders concerning the tax compliance
issue and its significance to the economy and these stakeholders include the governments, tax authorities,
and policy makers, and since this study is in the context of Jordan, this is specific to Arab countries and
the Middle East. The study contributes to the understanding and knowledge of sales tax compliance,
providing insight for the tax authorities concerning the effect of socio-psychological factors and
deterrence elements, and their effects on tax compliance behavior. The study is expected to extend
literature dedicated to sales tax compliance among SMEs, specifically in Jordan, but may also have
implications to all SMEs around the world. To the best of the researcher’s knowledge, this is the first
study to examine sales tax compliance of SMEs in the Middle East and North Africa (MENA) region,
and in Jordan. This study provides information valuable for the formulation of accurate and effective
policies to enhance tax compliance, steering clear of distorted and negative decisions, and increasing
tax revenue contribution to the government of Jordan, particularly at this time, when public debt and
fiscal budget deficit constitute a primary issue.

4. Conclusions

Chan et al. (2000) suggested Fischer’s model as a viable conceptual framework for research on
taxpayer compliance behavior. Despite a great deal of attention being focused on the tax compliance
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studies, very little has been related specifically to the sales tax context. Consequently, the current study
enhances this knowledge by providing a comprehensive conceptual model, grounded based on the
Fisher model, which was built on the integration of both deterrence and socio-psychological theories
(behavioral and economic).

Sales tax in Jordan has significant contributions to the revenue of the government, making a
solid niche in the government policies implementation decisions that are focused on realizing the
development plans of the country. In this background, sales tax non-compliance has led to budget
deficits of the government and ultimately impacts the development and development of the country.
Therefore, there is a constant fight against sales tax non-compliance in an attempt to heighten
its compliance level as a part of the government plan to increase tax revenues and government
competencies. In relation to this, despite studies from several economic disciplines having delved into
the tax compliance issue, the present study is unique in a sense that it proposes a model to explain sales
tax compliance in the Jordanian SMEs context. The study extended Fischer’s model and considered
the moderating role of tax knowledge on the association between socio-economic factors and sales
tax compliance. The study framework has many implications to the determination of the factors that
influence such compliance among SMEs that could serve several stakeholder groups. With the model’s
validation, the research would adopt a positivist method in data collection process, and the findings are
expected to provide insight into policy evaluation and establishment, in light of sales tax compliance
among SMEs. The findings of the study are also expected to provide practical implications to realizing
Jordan’s Vision 2025. Future studies may examine other factors in addition to the factors examined
in the study, such as government subsidy removal and cost of sales tax compliance among the tax
compliance of SMEs.
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