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 Corporate tax compliance has been an interest of policymakers in many countries. Taxes 
contribute the most to the government’s revenues in Vietnam in general and in Hung Yen in 
particular. Therefore, tax compliance of enterprises, including SMEs, attracts special concern of 
the Government and many localities. The objective of this study is to evaluate factors affecting 
tax compliance by examining 310 managers, tax accountants and accountants at SMEs in Hung 
Yen province. The survey data is collected by the statistical software SPSS 20. The experimental 
research results confirm that factors (the possibility of tax inspection, tax rates, tax penalties, and 
the complexity of tax policy, social norms and tax knowledge) have different influences on tax 
compliance in SMEs in Hung Yen province, Vietnam.  
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1. Introduction 

 
Taxes are considered the main source of the state’s budget revenues. Taxation is an important tool for the state to regulate 
the macro economy, promote investments, control inflation, protect domestic production, conduct production and 
consumption, and redistribute wealth and income in the society. Therefore, tax compliance of taxpayers, especially 
enterprises, is a great concern of policymakers in many countries around the world. In Vietnam, the Government is always 
concerned about the tax administration, especially tax obligations of enterprises, because taxes are the most important 
revenues and contribute the most to the total state budget revenues. Hung Yen gained the total state budget revenue of 
16,250 billion VND, reached 109.3% of the plan, increased 1.27% (Hung Yen Provincial People’s Committee, 2020a) in 
2020, and the main sources of revenues were from taxes and fees. However, there are some revenues and taxes accounting 
for a large proportion of the total state budget revenues have not been completed as planned (Hung Yen Provincial People’s 
Committee, 2020b). Besides, there are many businesses in the province that have not fully fulfilled their tax obligations yet. 
This is reflected in the amount of tax arrears and tax fines in inspections as follows: as of December 2020, Hung Yen 
Department of Taxation inspected 625 cases, reached 73.6% of the plan, and collected 41.6 billion VND, fined 13.6 billion 
VND, reduced the loss of 132.8 billion, reduced the deduction of 15.2 billion (Tuan, 2020). On the other hand, Hung Yen 
is a province in the core economic zone in the North of Vietnam where many large industrial zones are located; the number 
of businesses has been increasing. According to Hung Yen Provincial People’s Committee (2020b), the total number of 
registered enterprises is 12,110, of which 72% are operating, the number of small and medium-sized enterprises (SMEs) 
accounts for about 94%. As we can see from the data, the number of inspections that have been carried out still accounts 
for a small percentage compared to the number of enterprises in the province. Therefore, in order to stabilize and improve 
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the state budget revenues in the coming time, state agencies, tax authorities of Hung Yen need to enhance inspections to 
reduce tax loss. Besides, there should be mechanisms and policies to improve tax compliance of taxpayers. 

In fact, tax compliance is always a difficult problem for tax authorities because it is influenced by many different factors. 
Therefore, in order to identify factors affecting taxpayers' tax compliance, this study analyses the following ones (the 
possibility of tax inspection, tax rates, tax penalties, the complexity of tax policies, social norms and tax knowledge) which 
affect tax compliance of SMEs in Hung Yen province. The results will demonstrate the impact of each factor on tax 
compliance. Since then, this study gives some implications to increasing tax compliance of SMEs in Hung Yen province, 
Vietnam. 

2. Theoretical basis, hypotheses, and research models 

2.1. The background related to the research 

This study uses the institutional theory that lacks principles, the theory of planned behaviours, and the theory of expected 
utility as a framework for factors affecting tax compliance. 

The institutional theory lacks principles: This sociological theory supposes that individuals make decisions based on 
social values, it may be contradictions if separately considered, but balancing together, this will create behaviours 
considered "normal" by the society. This theory is aimed at social norms that affect tax compliance. 

The theory of planned behaviours: According to Ajzen (1991) Human behaviours are the results of planning behaviours 
and their control or forecasted behaviours explained by behaviour trends. The awareness of behaviour control reflects the 
difficult level to perform behaviours and whether the implementation is controlled or not depends on the available resources 
and current opportunities. The application of this theory aims at attitudes, subjective standards and behaviour awareness 
affecting taxes. 

The theory of expected utility: This theory assumes that individuals behave reasonably, which means economic humans 
are "rational" and unreasonable behaviours will be removed or will not play an important role (Von Neumann & 
Morgenstern, 1944). Being applied to tax compliance behaviour, the expected utility theory states that taxpayers will 
determine the risks and uncertainty conditions by comparing their expected values. This theory aims to be tested or severely 
fined, which encourages taxpayers to comply with taxes better. 

2.2. Taxpayers' compliance 

Tax compliance is such a broad topic, so there are many different definitions depending on the nature and research 
participants. Tax compliance can be understood as the accurate declaration of income and expenses in accordance with tax 
laws (Alm et al., 1991) on time, without the enforcement of tax authorities (Jackson & Milliron, 1986). According to 
Allingham & Sandmo (1972), tax compliance is the decision to declare real income with tax authorities in terms of 
uncertainty. In other words, taxpayer can decide to declare the actual tax payable or less than the actual amount; their 
decision depends on the probability of being discovered and the rate of the penalty. Tax compliance reflects the taxpayer's 
willingness to pay taxes (Kirchler, 2007) under tax law to achieve a country's economic equilibrium (Andreoni et al., 1998). 
Based on the legal aspect, Tax compliance is the degree to which the subject complies with tax obligations as defined in tax 
law (James & Alley, 1999), taxpayers submit tax returns at the appropriate time and fulfil their tax obligations in accordance 
with tax laws, and judicial decisions (Hamm, 1995) or submit and declare all information related to tax obligations, pay 
taxes fully and on time (Lewis et al., 2009). Taxpayers will make decisions about whether or not to comply with tax laws 
by considering incurred risks and benefits derived from undeclared earnings (Allingham & Sandmo, 1972), therefore 
voluntary tax compliance is largely determined by the taxpayer's confidence in the tax authorities while compulsory tax 
compliance is largely based on the government power (Kirchler et al., 2008). Thus, taxpayer's tax compliance can be 
understood as taxpayers fully comply with tax obligations in accordance with the law, including tax registration, tax 
declaration, tax calculation, tax payment and other requirements on tax administration. 

2.3. Factors influencing tax compliance 

The possibility of tax inspections: Tax inspections are performed to assess the completeness and accuracy of information 
and documents in tax records or taxpayers' compliance with tax laws. Tax inspections have a positive effect on reducing 
tax evasion (Jackson & Jaouen, 1989), which early prevents tax frauds and forces taxpayers to comply with tax laws. It 
seems that taxpayers are afraid of tax inspections more than tax fines (Muehlbacher & Kirchler, 2010; Kastlunger et al., 
2013), tax inspections increase the level of tax compliance (Kirchler, 2007). In self-declaration, self-calculation, and self-
payment tax systems, tax inspections play an essential role to enhance as well as positively impact taxpayers’ voluntary 
compliance. Tax inspection probability is one of the most important factors influencing tax non-compliance (Manaye, 
2018). 



H. T. Nguyen / Accounting 8 (2022) 113

Tax rate: In fact, the tax rate is an important factor determining tax compliance, although there has been much controversy 
about the correlation between tax rates and tax compliance (Kirchler, 2007). Some studies suggest that there is a correlation 
between tax rates and tax compliance. Collins & Plumlee (1991) concludes that the higher tax rate is, the less taxpayers are 
likely to comply, or in other words, high tax rates lead to high tax non-compliance (Tilahun, 2019). When examining the 
effect of tax rates on tax evasion by considering the relationship between the tax table and the “evasion gap”, Fisman & 
Wei (2004) showed that the increase in tax rates is related to the increase in tax evasion. Higher tax rate products often have 
high tax loss. Mas'ud et al. (2014) found a negative relationship between tax rate and tax compliance. On the other hand, 
some studies have found that there is no relationship between tax rate and tax compliance. Baldry (1987) and Porcano 
(1988) concluded that there is no effect of the tax rate on taxpayer compliance or the effect is really minor (Inasius, 2015). 

Tax penalties: many studies have examined the relationship between the level of tax compliance and the penalties for tax 
law violations. However, the results show that this relationship is not always the same. Many empirical studies show that 
tax compliance is influenced by detection and punishment factors (Swistak, 2016), because inspections and penalties force 
taxpayers to comply with tax laws (Lederman, 2003). Taxpayers are aware of tax evasion detected by tax authorities and 
tax penalties (Wahl et al., 2010), the fear of later criminal punishment has a strong influence on the decision to comply with 
tax laws (Hoekema, 1986). The higher tax penalties are, the less enterprises evade taxes (Marrelli, 1984; Marrelli & Martina, 
1988; Wang & Conant, 1988; Gordon, 1990), the high or low penalty affects tax compliance (Friedland, 1982). 

The complexity of tax policies: a complex tax system can negatively affect tax compliance because it creates barriers and 
higher compliance costs for taxpayers, reduces preferences and limits taxpayers' compliance ability. Saad (2014) examined 
the literature on tax complication and classified the flexibility of the tax system into “calculation, tax forms, compliance 
costs, principles and procedures”. When considering Fischer's tax compliance model, Chau & Leung (2009) asserted that 
the tax system must be simple, represented by simple and clear tax laws and procedures. A simple tax system and legal 
procedures will help taxpayers more easily understand their tax obligations and tax payable, which will increase tax 
compliance. Richardson (2006) conducted an investigation of tax evasion in 45 countries by looking at both economic and 
non-economic factors, which revealed that the tax complication was the most important and decisive factor affecting tax 
compliance. 

Social norms: ethical and social norms are closely related to tax compliance (Battiston & Gamba, 2013; Traxler, 2010; 
Fjeldstad & Semboja, 2001; Battiston & Gamba, 2016), and have influence on the intention of complying taxes. (Bobek et 
al., 2007). Social pressures cause a strong positive impact on taxpayers' voluntary tax compliance (Battiston & Gamba, 
2016). Taxpayers in a social community form compliance intentions because of social acceptance attitude (Benk et al., 
2011). Conceptions as well as intangible social pressures will influence their tax compliance or non-compliance decisions 
(Alm & McKee, 1998; Torgler, 2007; Jackson & Milliron, 1986; Eriksen & Fallan, 1996). If taxpayers find that non-
compliance is common, they may also choose not to comply with the tax regulations (Kirchler et al., 2008). Consequently, 
social norms influence both voluntary and compulsory tax compliance (Liu, 2014). 

The tax knowledge: the effects of tax knowledge on tax compliance have been described in various studies. Previous 
studies have demonstrated that tax knowledge is closely related to taxpayers' ability to understand tax laws, regulations and 
compliance (Singh & Bhupalan, 2001). Eriksen & Fallan (1996) supposed that taxpayers' education was an important factor 
affecting their general understanding of taxation, especially tax laws and regulations, a greater knowledge on taxes can 
improve tax attitudes, which in turn can increase compliance and reduce tax evasion. In contrast, the narrow knowledge on 
taxes has negative impacts (Lewis, 1982), and the knowledge on taxes is the strongest predictor affecting tax compliance 
(Inasius, 2015). 

2.4. Hypotheses and research models 

On the basis of the background theory and the results of previous studies on factors affecting tax compliance, this study 
builds six hypotheses as follows: 
 
H1: The higher the possibility of tax inspection is, the better the tax compliance of enterprises is. 
H2: When the tax rate decreases, tax compliance ability of enterprises increases. 
H3: The higher the level of sanctioning is, the better the tax compliance of enterprises is. 
H4: When the complexity of the tax policy decreases, tax compliance ability of enterprises increases. 
H5: The higher the social norms are, the higher the tax compliance ability of enterprises is. 
H6: The higher the tax knowledge is, the higher the tax compliance ability enterprises is. 
 
Based on the above hypotheses, the proposed research model is described as shown in Fig. 1. 
 
Regression model: based on the hypotheses and proposed research models, the expected regression equation reflects the 
relationship between “factors affecting tax compliance of SMEs” as follows: 

TCi= α + β1TIi + β2TRi + β3TPi + β4CPi  + β5SNi + β6TKi + εi 
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In which: TCi is tax compliance of SMEs according to i sample; α: Constant term; βi: Coefficients of explanatory variables; 
εi: Residual. 

The variables TI, TR, TP, CP, SN and TK are the possibility of tax inspection, the tax rates, the tax penalties, the complexity 
of tax policies, social norms and the tax knowledge. 

 

Source: Author’s research 

Fig. 1. Proposed research model 

3. Research method 

3.1. Data collection methods 

The study data is collected through secondary data sources and primary data sources. The secondary data is collected from 
conferences, seminars, scientific topics, articles... related to the research. The primary data was collected from the survey 
using a detailed survey questionnaire with a 5-level Likert scale (Likert scale is used to evaluate the judgments about factors 
affecting the tax compliance, from 1: Strongly disagree to 5: Strongly agree) through face-to-face interviews or randomly 
email, post office to 350 managers (directors, deputy directors, chief accountants) and accountants (tax accountants and 
other accountants) in SMEs in Hung Yen province. The results obtained 310 valid survey questionnaires (reaching the rate 
of 88%) and included in the study. The time for the survey is from November 2020 to February 2021. In this survey, details 
of firm size and respondents are shown in Fig. 2 and Fig. 3. 

  
Fig. 2. The size of surveyed firms Fig. 3. Respondents 

 

Determining the sample size: In exploratory factor analysis (EFA), the sample size must be 4 or 5 times than the number of 
variables (Hoang & Chu, 2008); In practical research, sample sizes are usually 150 or larger (Gerbing & Anderson, 1988). 
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3.2. Data analysis method 

The study uses statistical software SPSS 20 for descriptive statistical analysis through multi-variable linear regression model 
with criteria such as: Cronbach's Alpha test to assess the reliability of the scale, EFA analysis to reduce observed variables 
into more meaningful factors, testing the linear regression model to determine the correlation between factors and the tax 
compliance. 

3.3. The meaning of the variables in the study 

The research’s variables are built and developed from the theoretical basis. They are also previous studies’ results, which 
combine with the adjustment and new construction of a number of observed variables suitable to the reality and description 
in Table 1. 
 
Table 1  
The meaning of variables in the research 

Group factor The meaning of variables 
The possibility of tax 
inspection (TI) 

Three observed variables include: Enterprises will be inspected due to intentional tax frauds (TI1), When being 
inspected, enterprises’ frauds are likely to be discovered by tax authorities (TI2), enterprises’ tax returns can be 
tested (TI3). 

Tax rates (TR)  Four observed variables include: High tax rate applied to enterprises (TR1), The tax rate which is being applied is 
not suitable for business’s ability (TR2), Tax rates in the business sector of enterprises are higher than other areas 
(TR3), Enterprises are not satisfied with tax rates and payable tax fees (TR4). 

Tax penalties (TP) Four observed variables include: The penalties for non-compliance are relatively small (TP1), The penalties for non-
compliance are relatively high (TP2), The ability to be detected and punished for tax evasion is high (TP3), The 
penalties for non-compliance are strict (TP4). 

The complexity of tax 
policies (CP)  
 

Five observed variables include: The content of tax returns is confusing (CP1), It is not easy to calculate the tax 
payable (CP2), Procedures for tax declaration or tax payment are very complicated (CP3), It takes a long time to pay 
taxes (CP4), In general, the tax system in Vietnam is very complicated (CP5). 

Social norms (SN) Three observed variables include: Tax evasion will be condemned by the society (SN1), Tax compliance is ethical 
(SN2), Tax evasion is shameful and wrong (SN3). 

The tax knowledge (TK) Five observed variables include: Understand tax principles (TK1), Understand regulations of filling and paying taxes 
(TK2), Understand the rules governing tax rights and obligations (TK3), Understand the tax rates that apply to 
businesses (TK4). 

Tax compliance (TC) Four observed variables include: Enterprise register taxes in accordance with regulations (TC1), Enterprises declare 
and calculate taxes strictly according to regulations (TC2), Enterprises fully and accurately declare and pay taxes 
(TC3), and Enterprises always comply with regulations on invoices and accounting vouchers (TC4). 

Source: The author’ data synthesis 

4. The research results and discussion 

4.1. Cronbach's Alpha scale reliability test 

Cronbach's Alpha coefficients are used to examine the degree of correlation between observed variables in the same factors 
included in the research model. Table 2’s results show that all variables have Cronbach's alpha coefficients> 0.6, so the 
scale can be used well and reliably (Hoang & Chu, 2008). Thus, the results remain the observed variables belonging to the 
factor groups. 
 
Table 2  
Cronbach's Alpha tests 

Component N of items Cronbach’s 
Alpha 

1 The possibility of tax inspection (TI) 3 0.744 
2 Tax rates (TR) 4 0.726 
3 Tax penalties (TP) 4 0.725 
4 The complexity of tax policies (CP) 5 0.804 
5 Social norms (SN) 3 0.785 
6 The tax knowledge (TK) 4 0.769 
7 Tax compliance (TC) 4 0.798 

Source: Research results 

4.2. Exploratory Factor Analysis (EFA) 

EFA analysis was performed to group observed variables with linear relationships into more meaningful groups in order to 
reduce the regression model and eliminate variables with no practical significance. The analysis results of the scale of factors 
affecting the tax compliance show that the coefficient KMO = 0.718 (satisfying 0.5 ≤ KMO ≤ 1) should meet the 
requirements, and Bartlett’s test has Sig. = 0.000 <5% (Table 3). Therefore, these observed variables are mutually related 
and are suitable for EFA analysis. Total variance extracted is 61.217%> 50%, at Eigenvalues = 1.422> 1 (Table 4), meets 
the requirements (Gerbing & Anderson, 1988). The characteristic variables all have factor loading coefficients> 0.5 (Table 
5), so they are satisfactory (Hair et al., 1998). Thus, the results of EFA analysis are completely appropriate; the extracted 
factors are reliable and valuable. 
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Table 3  
KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.718 

Bartlett's Test of Sphericity 
Approx. Chi-Square 2274.466 
df 253 
Sig. 0.000 

Source: Research results 
 

Table 4  
Total Variance Explained 
Component Initial Eigenvalues Extraction Sums of Squared Loadings Rotation Sums of Squared Loadings 

Total % of 
Variance 

Cumulative % Total % of 
Variance 

Cumulative % Total % of 
Variance 

Cumulative % 

1 3.969 17.255 17.255 3.969 17.255 17.255 2.882 12.531 12.531 
2 2.530 11.001 28.256 2.530 11.001 28.256 2.415 10.501 23.032 
3 2.283 9.924 38.181 2.283 9.924 38.181 2.296 9.981 33.013 
4 2.087 9.073 47.253 2.087 9.073 47.253 2.280 9.914 42.927 
5 1.790 7.782 55.035 1.790 7.782 55.035 2.129 9.257 52.184 
6 1.422 6.181 61.217 1.422 6.181 61.217 2.078 9.033 61.217 

Source: Research results  
Table 5 
Rotated Component Matrix 
 Component  

1 2 3 4 5 6 
CP1 0.792      
CP4 0.757      
CP2 0.746      
CP3 0.726      
CP5 0.632      
TK2  0.824     
TK1  0.758     
TK3  0.720     
TK4  0.720     
TR1   0.817    
TR2   0.791    
TR3   0.735    
TR4   0.573    
TP1    0.762   
TP3    0.723   
TP2    0.715   
TP4    0.714   
SN3     0.906  
SN1     0.813  
SN2     0.768  
TI3      0.828 
TI2      0.784 
TI1      0.766 

Source: Research results 
 
The analysis results of the scale of tax compliance show that the coefficient KMO = 0.788 (satisfying 0.5 ≤ KMO ≤ 1), the 
Bartlett’s test has Sig. <5% (Table 6) so the model is suitable for the analysis, the variables are correlated in the whole. 
Total variance extracted is 62.503%> 50%; Eigenvalues = 2.500 > 1 (Table 7), the model is eligible for EFA analysis. 
 
Table 6  
KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.788 

Bartlett's Test of Sphericity 
Approx. Chi-Square 369.183 
df 6 
Sig. 0.000 

Source: Research results 
Table 7  
Total Variance Explained 
Component Initial Eigenvalues Extraction Sums of Squared Loadings 

Total % of Variance Cumulative % Total % of Variance Cumulative % 
1 2.500 62.503 62.503 2.500 62.503 62.503 
2 0.611 15.272 77.775    
3 0.476 11.904 89.679    
4 0.413 10.321 100.000    

Source: Research results 
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Table 8  
Component Matrix 
 Component 

 1 
TC4 0.838 
TC2 0.813 
TC1 0.756 
TC3 0.752 

Source: Research results 
 

Table 8 shows that the observed variables in tax compliance are satisfied (factor loading > 0.5). Thus, after EFA analysis, 
there are still 04 (four) observed variables TC1, TC2, TC3, and TC4 of TC dependent variables. 

4.3. Multiple linear regression analysis  

To analyze the relationship between the dependent variables and the independent variables, test hypotheses, this study uses 
linear regression analysis. The test results show that adjusted R square = 60.4% (Table 9), which means that 60.4% of the 
variation of the dependent variable is explained by the independent variables. The ANOVA test has a value of Sig. = 0.000 
<5% (Table 10) so the model is statistically significant and has at least one independent variable affecting dependent 
variables. 
 
Table 9  
Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 
1 0.782 0.612 0.604 0.31135 1.743 

Source: Research results 
Table 10  
ANOVA 

Model Sum of Squares df Mean Square F Sig. 

1 
Regression 46.280 6 7.713 79.568 0.000 
Residual 29.373 303 0.097   
Total 75.652 309    

Source: Research results 
 
Table 11 shows that the independent variables have the value Sig. < 5%, so the regression model has statistical significance, 
consistent with the data. They can be used, which means independent variables TR, CP, TI, TP, TK and SN affect the 
dependent variable TC. The variance magnification coefficient is <2.20, so the multi-collinearity phenomenon is not 
violated (Nguyen, 2011). 
 
Table 11  
The coefficients of the regression analysis  

 Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. Collinearity Statistics 

B Std. Error Beta Tolerance Collinearity Statistics 
(VIF) 

1 

(Constant) -1.115 0.248  -4.503 0.000   
TR 0.163 0.037 0.163 4.386 0.000 0.927 1.079 
CP 0.442 0.047 0.367 9.430 0.000 0.845 1.183 
TI 0.342 0.036 0.359 9.515 0.000 0.901 1.110 
TP 0.176 0.023 0.283 7.668 0.000 0.941 1.062 
TK 0.149 0.033 0.169 4.504 0.000 0.908 1.101 
SN 0.059 0.025 0.087 2.382 0.018 0.962 1.040 

Source: Research results 
 
Thus, the results of hypothesis testing by multiple linear regression models show that the normalized regression coefficients 
(Beta) of independent variables are statistically significant, namely TI (β = 0.359), TR (β = 0.163), TP (β = 0.283), CP (β = 
0.367), SN (β = 0.087) and TK (β = 0.169). The standardized regression equation of this study is formulated as follows: 

 

TC  =  0.359×TI + 0.163×TR + 0.283×TP + 0.367×CP + 0.087×SN + 0.169×TK 

5. The discussion on research results 

The results of multiple linear regression analysis (Table 11) show all six factors in the research model influence tax 
compliance. In which, the factor of complexity of tax policies (CP) is the main factor and has the strongest influence on tax 
compliance, with a beta coefficient of 0.367. The possibility of tax inspections (TI) is the next major factor influencing tax 
compliance with the beta coefficient of 0.359, followed by TP (β = 0.283), TK (β = 0.169), TR (β = 0.163) and SN (β = 
0.087). The results of this study are interpreted as follows: 
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The possibility of tax inspection and tax compliance: the findings of the study show that the possibility of tax inspection 
is one of the most important factors affecting tax compliance of enterprises. This can be understood that the high possibility 
of tax inspection will increase tax compliance of businesses. Research results imply that, in the method of tax administration 
according to the mechanism of self-declaration, self-calculation and self-payment, enterprises base on the law provisions to 
determine their tax obligations, declare and pay taxes into the state budget, and take responsibility before the law for their 
truthful and accurate declaration. Therefore, it seems that businesses do not want to be inspected by tax authorities, because 
of the high possibility of being inspected and detected by tax authorities. The high possibility of being inspected and detected 
by tax authorities can increase corporate tax costs. The penalties for non-compliance are high, which poses higher risks to 
the business operations. On the other hand, businesses are aware that if tax evasion is detected by tax authorities, the 
penalties are really strict. This practice encourages businesses to comply with tax laws. This result is consistent with those 
of Kirchler (2007), Jackson & Jaouen (1989) and Manaye (2018).  

Tax rates and tax compliance: the tax rate is a factor that significantly affects corporate tax compliance. The research 
results show that, when the tax rate decreases, corporate tax compliance tax increases, and vice versa, the high tax rate 
causes high tax non-compliance. These findings explain that a high tax rate can discourage taxpayers, and the higher the 
tax rate is, the more likely people avoid declaring taxable income. This creates the hiding of revenues, income or vice versa, 
enterprises will record the higher costs or the lower import price in order to pay low taxes ... On the other hand, high tax 
rates will cause more tax evasion, because tax obligations may become a burden which is inconsistent with enterprises’ 
ability, so tax evasion, tax fraud is the only way to ensure income for business activities. Thus, it can be affirmed that higher 
tax rates lead to less compliance of taxpayers or high tax non-compliance. This study result is consistent with the research 
of Kirchler (2007), Collins & Plumlee (1991), Tilahun (2019) and Fisman & Wei (2004). 

Tax penalties and tax compliance: tax penalties are the next factor that has a positive impact on the tax compliance of 
enterprises. This result confirms that the higher the penalty is, the higher tax compliance is, because the penalty is a measure 
that forces taxpayers to comply with tax laws. Tax non-compliance behaviours will be strictly punished. Taxpayers who 
violate tax laws, in addition to being administratively sanctioned, are also sanctioned for tax evasion, even criminal 
penalties. A severe penalty for an offense will cause taxpayers to consider more carefully between the adverse consequences 
of being discovered and the benefits of tax evasion. Taxpayers who violate tax laws, in addition to being administratively 
sanctioned, may be subject to criminal prosecution. A severe penalty will cause taxpayers to consider more carefully 
between the adverse consequences of being discovered and the benefits of tax evasion. Taxpayers are aware that tax 
noncompliance can be detected by the tax authorities and severely punished, as well as fear of future criminal penalties. On 
the contrary, the low tax penalty will not ensure prevention, which is one of the reasons for the increase in tax evasion. The 
results of this study are similar to those of Swistak (2016), Hoekema (1986), Marrelli (1984), Marrelli & Martina (1988), 
Wang & Conant (1988) and Gordon (1990). 

The complexity of tax policies and tax compliance: the complexity of the tax policy appears to be the most important factor 
influencing corporate tax compliance. This result shows that when the complexity of tax policy decreases (simple and clear 
tax laws and procedures), firms' tax compliance ability increases. These findings show that the system of tax regulations 
and policies in Vietnam in recent years has changed frequently. There are many new procedures, some of which are 
uncertain and complex, even the implementation of policies at tax agencies is not consistent, so taxpayers are more 
susceptible to violation because they cannot fully understand the changes in tax policies and procedures. On the other hand, 
the guidelines for the regulation implementation are not detailed, clear and public, so businesses have little information. 
Due to the complexity of the tax policy together with the tax administration method (self-declaration, self-calculation and 
self-payment), enterprises, especially SMEs will inevitably avoid incomplete declaration in tax records, and inaccurate tax 
obligations, which leads to an increase in tax non-compliance. Thus, it can be affirmed that businesses will increase their 
tax compliance if the tax laws and procedures are simple and clear. The findings of this study are consistent with those of 
Chau & Leung (2009) and Richardson (2006).  

Social norms and tax compliance: social norms are the next factor that positively influences corporate tax compliance, but 
the level of influence is negligible. This result confirms that, when social norms increase, corporate tax compliance 
increases, tax evasion is wrong, which will be condemned by the society. This may be due to the awareness of the people 
in general, taxpayers about law compliance; in which tax laws are not really good and still have many limitations. At the 
same time, Vietnam's cultural value system is currently significantly affected by globalization and economic development; 
especially some taxpayers have degraded ethical behaviours in value. Therefore, social norms have a relatively small impact 
on tax compliance. This result is consistent with those of Battiston & Gamba (2013), Traxler (2010), Battiston & Gamba 
(2016), Bobek et al. (2007) and Liu (2014).  

Tax knowledge and tax compliance: tax knowledge is the next factor that has a significant positive impact on the tax 
compliance of businesses. The research results confirm that, when tax knowledge increases, taxpayers' ability to comply 
with tax increases as well. This can be understood that a taxpayer who is knowledgeable about tax laws, tax declaration and 
tax payment, tax obligations, and the tax rate applied to the business will likely increase tax compliance. In fact, in Vietnam, 
the current system of tax regulations and policies is complicated because there are so many laws, circulars, legal documents 
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and tax policies constantly changing, so taxpayers face many difficulties in researching, tracking and updating changes, 
which leads to the lack of tax knowledge. In many cases, taxpayers commit unintentional serious mistakes due to the lack 
of tax knowledge. Therefore, in order to limit violations and increase tax compliance, it is necessary to improve taxpayers' 
tax knowledge by simplifying tax laws and strengthening the training and popularization of tax policies, which aims to 
improve taxpayers' attitude. This result is consistent with those of Singh & Bhupalan (2001), Eriksen & Fallan (1996) and 
Lewis (1982). 

6. Conclusion 

This study has examined factors that are likely to affect tax compliance of SMEs in Hung Yen province, Vietnam. 
Specifically, the study has conducted an empirical analysis of six factors affecting tax compliance (including: possibility of 
tax inspection, tax rates, penalties, complexity of tax policies, and tax knowledge) using SPSS 20 statistical software. The 
research results confirm that the complexity of tax policy is the most important and decisive factor affecting tax compliance 
of SMEs. A complicated, unsynchronized, and regularly supplemented tax system will make it difficult for taxpayers and 
tax authorities to implement, leading to an increase in tax non-compliance. Therefore, tax laws and procedures need to be 
simple and clear so that taxpayers can understand their tax obligations and calculate tax payable, which creates confidence 
in tax policy and increases tax compliance. Moreover, the possibilities of being taxed and punished are the next two factors 
positively on tax compliance. Taxpayers are often reluctant to receive tax inspection because the high possibility of 
inspection means their frauds could be detected by tax authorities and severely punished. At the same time, they are aware 
of the adverse consequences of tax evasion because in addition to administrative sanctions, tax evasion may also be subject 
to criminal prosecution. Therefore, tax authorities need to strengthen inspection and increase penalties when tax evasion is 
detected, which will contribute to raising awareness of tax compliance. Besides, the research results continue to confirm 
that tax knowledge and social norms are also two factors affecting tax compliance of taxpayers. However, social norms 
have a negligible influence on tax compliance, which affects at least one of the six factors included in the research model. 
Vietnam's cultural value is affected by globalization and the economy’s rapid development, some taxpayers’ ethical 
behaviours have degraded, which leads to the poor awareness of tax compliance. Besides, taxpayers lack knowledge about 
taxation because the tax system is complicated and being constantly changed. Therefore, it is necessary to improve 
taxpayers' compliance attitude through improving tax knowledge by simplifying tax laws, popularizing tax policies to create 
confidence in tax policies, at the same time help taxpayers understand their rights, obligations and responsibilities. The 
study results also confirm that the tax rate has an effect on the tax compliance of SMEs. The high tax rate will make 
taxpayers tend to hide their revenues, income or taxable price...when declaring in order to reduce the tax payable. On the 
other hand, high tax rates will become a tax burden and may discourage business expansion and investments, even cause 
tax evasion and tax arrears. Therefore, in order to minimize tax non-compliance, policy makers consider amending, 
supplementing or promulgating tax regulations and tax rates which must be suitable for practical conditions so as to avoid 
the "cascading tax" situation. 

This research has achieved some significant results and contributed to the references for further studies on tax compliance 
through clarifying factors affecting tax compliance of SMEs in Hung Yen province, Vietnam. However, some certain 
limitations have been found in this study. In the first place, there may be other practical factors, such as tax ethics, the 
quality of tax services, the awareness of tax fairness...which may be important in determining tax compliance. However, 
these factors have not been fully considered in this study yet. Secondly, the sample used in the study may be small because 
it only includes SMEs in Hung Yen province. Therefore, it is not representative of all enterprises in the province and the 
whole country as well. The upcoming research should be expanded into further aspects such as the number of factors and 
sample sizes. Moreover, instead of surveying SMEs in Hung Yen, the next research should be carried out in other provinces 
in Vietnam, so they can provide diversified findings. 
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