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Abstract

In Indonesia, digital platforms in tax administration services have been implemented
for more than a decade. This study aims to investigate whether digital platforms for
motor vehicle tax administration services can increase local government tax revenues.
Then, it is continued by testing the moderating role of motor vehicle tax revenue tar-
gets and online service information. Data were collected from the Unit Penerimaan
Pendapatan Daerah (UPPD) Central Java - Indonesia. Observations focused on mo-
tor vehicle tax services carried out during the 2018-2022 period in 37 district and
city UPPDs. The analysis uses GLS regression, which was developed with modeling
regression analysis (MRA). The study results show that implementation of digital plat-
forms in motor vehicle tax administration services can increase local government tax
revenues. This relationship will be further strengthened if there are online information
services, both circular and standby. Further investigation results revealed that relying
on tax revenue targets to strengthen the relationship between digital platforms in tax
administration services and local government tax revenues is not viable.

Keywords digital platforms, tax revenue, circular service, standby
service, revenue targets
JEL Classification H21, H25, H26, H27

INTRODUCTION

The success of tax administrations is contingent upon their reliance
on their ecosystem. The ecosystem under consideration is a complex
network consisting of several interconnected entities, including actors,
technology, and institutions, which rely on each other for their func-
tioning and survival. The form and implementation of tax administra-
tion have seen changes throughout history, although a consistent fac-
tor is the ability of effective tax administrations to recognize, compre-
hend, and use their ecosystem to create revenue (Dluhopolskyi et al.,
2023; Niankara, 2023; Santos, 2023). In contemporary times, tax ad-
ministrations have seen a digital transformation through the utiliza-
tion of advanced technologies such as Artificial Intelligence, Internet
of Things (IoT), Cloud computing, and Blockchain technology (Al-
Own et al.,, 2023; Asokan et al., 1997; Li, 2021; Sanjaya et al., 2021).

The successful implementation of electronic taxation is imperative for
governments that prioritize digitalization. This is primarily because
taxes are an inevitable aspect of governance, and electronic taxation
facilitates extensive engagement between governments and citizens,

195



Public and Municipal Finance, Volume 13, Issue 2, 2024

transcending demographic boundaries (Dzogbenuku et al., 2022; Miglionico, 2023; Niankara, 2023;
Sumaylo et al., 2022). As a result of the widespread adoption of e-commerce and mobile application
tools in their daily lives, taxpayers hold elevated expectations regarding the services they anticipate
from their respective governments. However, despite the extensive discussion in scholarly works re-
garding the advantages of enhanced digitalization, such as improved oversight and control of financial
spending, reduced instances of corruption, promotion of good governance, and decreased income in-
equality, it is crucial to avoid making unwarranted assumptions about the realization of these benefits
(Dieman & Berg, 2023; Kurnianingrum et al., 2021; Santos, 2023; Singh & Mudang, 2020; Visconti-

Caparrds & Campos-Blazquez, 2022).

1. LITERATURE REVIEW

Active tax systems are commonly believed to
generate income from a broad range of taxpay-
ers, with the aim of strengthening government
legitimacy, promoting equitable distribution of
financial burdens, and stimulating national prog-
ress. The primary governing body responsible for
overseeing tax systems in numerous countries is
the revenue authority of the respective nation, as
stated by Fjeldstad et al. (2009) and Haggard and
Webb (1993). Revenue agencies are commonly per-
ceived as playing a crucial role in generating cash
to support social services by collecting taxes from
a diverse range of taxpayers.

Hence, digital taxation can be considered a system
that aligns with the ecosystem model, as it relies
significantly on stakeholders outside the revenue
authority to achieve its objectives. The rationale
behind this assertion stems from the extensive in-
fluence that taxation can exert on several aspects
of the economy, encompassing alterations in tax-
payer behavior, the facilitation of business opera-
tions, disparities in wealth distribution, levels of
poverty, and the formulation and implementation
of fiscal policies (Chen & Ren, 2022; Kasri et al,,
2022; Kurnianingrum et al., 2021; Mavlutova et al.,
2023; Sanjaya et al., 2021).

The study on the benefits of digital tax payments
as presented earlier raises an investigative ques-
tion that has never discussed before: what is the ef-
fect on tax revenue for tax-collecting institutions?
Moreover, do online service information and tax
targets support this relationship?

The adoption of digital tax payment systems is

proliferating in several business sectors, such as
banking, the marketplace, investment, subscrip-
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tion billing, transportation, staycations, travel,
etc. The development of this system aims to facili-
tate service and increase efficiency and effective-
ness. For institutions developing digital tax pay-
ments, it will facilitate and speed up the collect-
ability of revenue receipts (Demidova et al., 2023).
Furthermore, management can use it to assess the
company’s tax revenue (Son et al., 2023).

Tax collection by government agencies is planned
based on potential tax items. The government is
conducting a study of luxury goods that are sub-
ject to tax. This study aims to impose a reasonable
amount of tax. Tax revenue planning ends with
setting achievement targets. Previous research
has documented the relationship between tax
planning and tax revenue budgets (Canepa, 2022;
Kurdi et al., 2023). The development of digital tax
administration encourages the government to op-
timize tax revenue (Scarcella, 2021). However, the
problems related to the set tax achievement targets
are not critical for taxpayers (Aris et al., 2020).

Digital tax payment systems cannot stand alone
and be separate from other systems; rather, they
depend on each other. Digital tax administration
requires the support of an information system that
is integrated with online service centers. The insti-
tution provides online service information for its
customers so that their accounts are carefully val-
idated. Customers need operational information
services online at a time and place that are eas-
ily accessible. Previous studies related to customer
satisfaction concluded that sustainable informa-
tion services have an impact on customer loyalty
to the institution (Aulia & Zulfikar, 2022).

This study aims to investigate whether digital plat-

forms for motor vehicle tax administration ser-
vices can increase local government tax revenues.

http://dx.doi.org/10.21511/pmf.13(2).2024.16
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Revenue targets

Digital platforms

> Tax revenue

Circular online service
Standby online service

Figure 1. Research framework

Then, it is continued by testing the moderating
role of motor vehicle tax revenue targets and on-
line service information. This study formulates
a research framework (Figure 1) based on prob-
lem disclosure, research gaps compiled, previous
related work, and the development of structured
hypotheses.

Thus, the research hypotheses are as follows:

HI: Digital platforms in tax administration
services can increase local government tax
revenues.

H2: Tax revenue targets strengthen the relation-
ship between digital platforms in tax admin-
istration services and local government tax
revenue.

H3:  Circular online services strengthen the rela-
tionship between digital platforms in tax ad-
ministration services and local government
tax revenue.

H4: Standby online services strengthen the rela-
tionship between digital platforms in tax ad-
ministration services and local government
tax revenue.

2. METHODS

The study collected secondary data available at
Badan Pendapatan Daerah (BAPENDA) in the
Central Java Regional Revenue Agency. The da-
ta were collected from district and city Regional
Revenue Collection Units (UPPDs) in Central

http://dx.doi.org/10.21511/pmf.13(2).2024.16

Java. Observations were conducted during 2018-
2022 at 37 UPPDs in districts and cities. Samples
were identified based on ownership of motorized
vehicles with 2-3 wheels and > 4 wheels. Table 1
shows the percentage of motorized vehicle own-
ers who are users of digital tax payment applica-
tions. Table 2 presents the description of the study
variables.

Table 1. Percentage of users based on type
of motorized vehicle

Year : 2-3wheels | >4 wheels Total users
2018 6.4 1.4 7.8
2019 ' T 85

W28

104 P!

To test the effect of tax administration services
using digital platforms on local government tax
revenue, the following regression equations are
needed:

TR =a+b,DP+dX,, (1)
TR, = a+bDP+ Sb,RT - DP

+8b,COS - DP + 5b,SOS - DP @)
+b,Size + byTaxe,,

where a = constant; f3 -, = the estimated coefhi-
cient; € = error term.

To investigate the consistency of test results,
the first regression equation was developed us-
ing a phased testing model as shown in Table 3.
Meanwhile, the second regression equation was
developed using a simultaneous testing model.
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Table 2. Definition and measurement of variables

Variable Definition : Measurement
Dependent variable
TR Tax revenue in district and city UPPDs of Central Java Ratio of tax revenue realization to the tax revenue budget
Independent variable
P Digital platforms refer to tax administration services using Ratio of tax administration using a digital platform to total
: digital platforms : taxpayers
Moderating variables
RT Revenue targets set by district and city UPPD ; —Target_.)/Target |
i Circular online services refer to services based on an H : ) e .
CcosS H ) i Number of circular online services in districts and cities
i uncertain schedule ;
Standby online services refer to services that do not change ) o .
SOS ; y 8€ | Number of standby online services in districts and cities
in one place
Control variables
Size refers to the number of motorized vehicles in the
Size o . The natural logarithm of motorized vehicles
district and city UPPDs 8
Tax refers to the tax accumulation of each district and cit . )
Tax UPPD Y The natural logarithm of total vehicle tax revenue

Table 3. Variables tested in each model

Model Dependent Independent Moderating Control
‘‘‘‘‘‘‘‘‘‘‘‘‘ ' E TR Db s sssSSsRSsssssssss E Size and Tax
Il TR RT H DP - RT Size and Tax
L TR o COS o LDPCOS Size and Tax
‘‘‘‘‘‘‘‘‘‘‘‘ v R 50s ..bP-S0s Size and Tax
\ H TR DP, RT, COS, SOS DP - RT, DP - COS, DP - SOS Size and Tax

Note: TR = Tax Revenue, DP = Digital Platform, RT = Revenue Targets, COS = Circular Online Services, SOS = Standby Online

Services.

3. RESULTS AND DISCUSSION

Table 4 shows statistical values for each variable.
The analysis of the average value, maximum-min-
imum value, and standard deviation shows the
strength of each type of digital tax administration
platform. There are more digital platforms avail-
able for vehicle types with 2-3 wheels than for ve-
hicle types > 4. However, revenue collection for ve-
hicle types with 2-3 wheels is not more than for ve-
hicles with > 4 wheels. This can be explained that

Table 4. Descriptive statistics of variables

the tax value of vehicles > 4 wheels can reach more
than ten times that of vehicles with 2-3 wheels.

The statistical values of the correlation matrix for
all variables are shown in Table 5. The analysis of
the correlation values and variant inflation factor
(VIF) does not show any multicollinearity. These
results explain that the correlation value (< 80) for
each independent variable will not be related to
each other. Other observations can also be made
at a VIF value of no more than 2.

. 2-3 wheels 2 4 wheels

Variables ” T
Max Mean Max :

TR 0.473 0.341

P 0118 ”
_RT 0662 0873

cos 1 16
osos 1 12 112 332 0378
LSize i 0.073 0.095 L.olve 0029 00047 10036 0027

Tax 0.187 0.194 0.024 i 0136 0247 © 0,046

Note: TR = Tax Revenue, DP = Digital Platform, RT = Revenue Targets, COS = Circular Online Services, SOS = Standby Online

Services.
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Variables TR : DP : RT COS SOS Size Tax
TR 1 ‘ - ‘ - - - - -
Dp 0S8L b T . - -
RT 0.634 0.523 1 - - - -
cos 0353 .03 0464 . 1 ST -
S0s o617 10527 1. ...0546 i 0835 e T -
Size 0.438 0.362 0.281 0.329 0.418 1 -
Tax 0522 0629 048 . 0582 . 063 . 0853 1
VIF 1.278 1.739 1.693 1.572 1.821 1.768 1.857

Note: TR = Tax Revenue, DP = Digital Platform, RT = Revenue Targets, COS = Circular Online Services, SOS = Standby Online

Services.

This study aims to investigate the relationship be-
tween digital tax administration platforms and
tax revenue. Further investigation tests the effect
of online service information and revenue targets
on the relationship between digital platforms in
tax administration services and tax revenue. Table
6 shows the estimated coefficient values for each
variable.

The first hypothesis, digital platforms in tax ad-
ministration services influence tax revenue, is
supported by the estimated positive and signifi-
cant coefficient value. This support is obtained
from all models developed (models I-V in Table
6). These results indicate that digital tax adminis-
tration platforms (all types of motorized vehicles)
improve local government tax revenue.

Digital platforms are products developed to facili-
tate services for taxpayers. Tax administration is
limited by place, but it can be completed wherever

the taxpayer is located (Aurazo & Vega, 2021; Pal et
al,, 2021). The convenience provided to taxpayers en-
courages fast tax administration services so that tax
payments can be made immediately. Previous study
findings document that the more taxpayers use digi-
tal tax payment systems, the faster tax bill collection
will be (Danchev et al., 2020; Scarcella, 2021).

Model II tests the second hypothesis, which states
that the effect of digital platforms in tax admin-
istration services on local government tax reve-
nue will be high at high revenue targets. However,
model IT reports that the estimated coefficient for
the revenue target variable is insignificant as an
independent variable. Model II also reports in-
significant revenue target estimation coefficients
when interacting with digital platforms.

The government sets a target revenue each year
when preparing the budget. The results of deter-
mining budget revenue targets have not been pub-

Table 6. GLS regression with the random impacts analysis for vehicle performance

[ [}
Variables - : -

W 2-3 W 24

\Y

W 2-3 W 2-3 W 24 W 24

Constant 0.831° 1.867°

0.786¢ 0.934¢ 2.543¢ 2.625¢

Adjusted B2 ¢
F-Statistics

6.821

0.341 0.383
7251 10769

Note: a, b, and c indicate significance at 1%, 5%, and 10%, respectively. TR = Tax Revenue, DP = Digital Platform, RT = Revenue
Targets, COS = Circular Online Services, and SOS = Standby Online Services.

http://dx.doi.org/10.21511/pmf.13(2).2024.16
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Table 7. Robustness testing

Variables 5 A 5 B

C * D f E

Constant 3.187

3.514

Variable Testing

DP ;
RT S S
cos
s0s

DPICOS T T
U N v S SO o SR U

W
6.784

8493

7392

Note: a, b, and c indicate significance at 1%, 5%, and 10%, respectively. TR = Tax revenue, DP = Digital Platform, RT = Revenue
targets, COS = Circular Online Services, and SOS = Standby Online Services.

lished (Zasko et al., 2021). Taxpayers know that
their tax assessments are limited to the amount
of bills they have to pay. For these reasons, tax
achievement targets have no effect on the number
of tax bills collected by government institutions.
This finding is in line with Zasko et al. (2021), who
concluded that taxpayers only focus on the taxes
they have to pay without caring about tax collec-
tion achievement targets.

The third hypothesis uses model III (Table 6) to test
the coefficient of estimation of the circular online
service point variable. Model III reports statistical
values with a positive and significant direction both
as independent (vehicles with 2-3 wheels 8 = 0.795
and significant at the & = 5% level; vehicles with > 4
wheels 8 = 3.957 and significant at the « = 5% level)
and when interacting with digital tax payment (ve-
hicles with 2-3 wheels = 2.186 and significant at
the a = 1% level; vehicles with > 4 wheels § = 4.276
and significant at the & = 1% level). The reported re-
sults of model III support the statement of hypoth-
esis 3. These results conclude that the more circular
online service points, the higher the local govern-
ment tax revenue. These results also conclude that
when interacting with digital platforms, the more
circular online service points there are, the more
local government tax revenue will increase.

Hypothesis 4 states that the effect of digital tax ad-
ministration platforms on local government tax
revenue will increase when there are more stand-
by online service points. Model IV in Table 6 sup-
ports this statement based on the statistical value

200

of the estimated coefficient, both as independent
(vehicles with 2-3 wheels 5 = 0.865 and significant
at the a = 5% level; vehicles with > 4 wheels =
3.983 and significant at the & = 10% level) as well
as its interaction with the digital tax payment (ve-
hicles with 2-3 wheels = 0.527 and significant at
the a = 5% level; vehicles with > 4 wheels § = 5.391
and significant at the a = 5% level).

Taxpayers need ease of service in completing their
tax administration. A digital platforms system is
one of the solutions to speed up the service pro-
cess (Canepa, 2022; Kurdi et al., 2023; Sengupta
& Shastri, 2019). However, this system requires
online service information support to handle the
validation process and any disruptions that occur.
Online service information support is required by
taxpayers (Eskindarov et al., 2019; Li et al., 2022;
Ligon et al., 2019; Yao et al., 2022).

This study validates the robustness of all analyti-
cal models using the robustness testing method,
gradually giving certain treatments to models I to
V (Table 6). The treatment for all models includes
combining data groups and changing the type of
regression testing (Deng et al., 2023; Miasnikof et
al., 2023; Wang & Chen, 2023; Zhang et al., 2023).
The results of this treatment are shown in Table 7.
The estimated coefficient values in Table 7 produce
the same character, which is positive and signifi-
cant in the variables tested before. Robustness test-
ing indicates directional stability and significance
value when the I-V models in Table 6 change to the
A-E models in Table 7.

http://dx.doi.org/10.21511/pmf.13(2).2024.16
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CONCLUSION

This study investigates the effect of digital platforms in tax administration services on local govern-
ment tax revenue. Digital platform users are classified into two groups, namely the taxpayer group of
2-3-wheeled vehicles and > 4-wheeled vehicles. Tax revenue is represented by the actual vehicle tax col-
lected compared to the set tax target. This study found that more digital tax payment users will improve
tax revenue. Subsequent investigations were carried out to analyze the role of revenue targets, circular
online service points, and standby online service points. The results of the investigation failed to prove
the role of revenue target achievement in the effect of digital tax administration platforms on local gov-
ernment tax revenue. These results indicate that digital platform users do not know or do not even care
how much of the vehicle tax target must be collected by the authorities. This investigation proves the
role of circular online service points and standby online service points in strengthening the effect of
digital tax payment on tax revenue. These results indicate that digital tax payment users need support
from the facilities provided in the form of online service places, both circular and standby.

This study conducted a validation test to ensure the stability of the attributes in the model and the
robustness of the consistent findings. This method requires repeated treatment of the variables in all
models used. The treatment included merging the two data groups into one group and entering control
variables. Testing of the model was carried out repeatedly, so inconsistent results were found. However,
the test results did not reveal any inconsistencies.
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