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ABSTRACT 

 

The study focused on addressing existing gaps in the litera-

ture by examining the extent of perceived factors that influence 

the tax compliance of micro food businesses in selected areas of 

Cavite. It aimed to (1) determine the business profile of micro 

food businesses in selected areas of Cavite, (2) identify the level 

of perception of each of the perceived factors such as tax literacy 

and awareness, enforcement of tax laws, tax modernization, per-

ception of the tax system, and cost of compliance, (3) examine 

the level of tax compliance, and (4) assess the effect of perceived 

factors on tax compliance of the participants. In this quantitative 

study, descriptive and explanatory research designs were used. 

The study utilized survey questionnaire answerable using a four-

point Likert scale. A sample size of 385 was obtained using a pro-

portionate stratified sampling technique, descriptive statistics 

and regression analysis were applied to interpret the collected 

data. 

Level of tax compliance, showed an overall mean of 3.19 and 

a standard deviation of 0.64. The determinants of tax compliance 

among micro food businesses in Cavite found that tax literacy, 

perceived enforcement of tax laws, tax modernization, percep-

tion of tax system fairness, and cost of compliance positively af-

fects compliance. 

Findings revealed that tax literacy and awareness, improved 

implementation and enforcement of tax laws, enhanced tax sys-

tem modernization, and the financial and procedural efforts as-

sociated with taxation significantly influence tax compliance 

among micro food businesses. Based on the findings, it is recom-

mended that the government improve measures to further  
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increase tax compliance among the micro food businesses. Fu-

ture researchers are recommended to examine additional fac-

tors, other locations and different business sectors. 

 

Keywords: Tax compliance, Tax law enforcement, Tax moderniza-

tion, Fairness of Tax System, Cost of Compliance,  

Developing Economies 

 

Introduction 
Behind every successful nation is the re-

sponsibility of its citizens and business owners 
to contribute to the public’s welfare by paying 
taxes. As defined, taxes are contributions made 
by individuals or property that the state, exer-
cising its sovereignty, collects in order to fund 
the government and meet general public re-
quirements. The payment of taxes serves as a 
source of revenue for the government to oper-
ate and carry out its tasks, such as providing 
public goods and services, maintaining peace 
and order, and protecting the country from out-
side threats. This emphasizes that tax is the life-
blood of the government. But beyond raising 
revenues, it is important to take note that tax is 
also a tool for development.  

The effectiveness of a tax system depends 
largely on taxpayers’ willingness to comply 
with tax laws. When the taxpayers’ compliance 
is high, the government gets more freedom to 
plan and carry out its development plans. Tax-
payer compliance fuels the government’s plans. 
Hence, low compliance of taxpayers lead to low 
revenue collection for the government, which 
can hinder the implementation of development 
plans. Thus, slowing the economic progress. 
Understanding the factors that influence tax-
payers’ compliance behavior is therefore es-
sential, particularly in developing economies 
where public resources are often limited. 

One key backbone of the economy in a de-
veloping country are micro businesses. In the 
Philippines, micro food businesses, including 
bakeries, eateries, and cafes contribute signifi-
cantly to local trade, sourcing supplies from lo-
cal suppliers, conducting business locally, and 
redistributing profits within the community 
generate a multiplier effect. Establishment of 
micro businesses, curbed the unemployment 
rate, leading the way to innovations, and most 
importantly, the large number of micro busi-
nesses can increase tax income for the  

government. As their numbers grow, micro 
food businesses also represent a potentially im-
portant source of government tax revenue. 
When these enterprises comply with tax obli-
gations, they contribute not only to their own 
sustainability but also to the financial stability 
of the state. 

Despite their economic importance, tax 
compliance among micro businesses remains a 
persistent challenge. In the global context, the 
United States' Internal Revenue Service has re-
ported that small business owners may under-
pay taxes because of their reliance on cash 
transactions (Cureg et al., 2024). In terms of de-
veloping countries such as the Philippines, tax 
compliance is also a significant problem for tax 
officials and hampers tax revenue efficiency 
(Cain, 2020). Microbusinesses are definitely 
important to the Philippine economy. The non-
compliance of these microbusinesses impedes 
the government's capacity to provide residents 
with public goods and services. Investigating 
the reasons or contributing factors behind 
these companies' noncompliance with the tax 
system is therefore essential. 

In spite of the numerous valuable litera-
tures provided by existing studies, local and in-
ternational, there are knowledge gaps that still 
exist within this phenomenon, which the re-
searchers aim to address. Firstly, the need to 
study the population of micro businesses in 
other sectors was emphasized by Cureg et al. 
(2024); hence, the food sector is examined. Sev-
eral studies gathered data in the international 
scene, which proves the location gap; hence, 
the scope of this study is selected areas within 
Cavite. Noteworthy gaps in factors to be stud-
ied under tax compliance are also discussed in 
this study. Malau et al. (2025) recommended to 
study the relationship between the conven-
ience of the digital tax system and the compli-
ance of taxpayers. To better explain the taxpay-
ers’ compliance in terms of tax, Jefriyanto et al. 
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(2022) suggested further enhancing the varia-
bles by using tax awareness as one of the inde-
pendent variables. Factors, such as fairness of 
the tax system, the cost of compliance, and gov-
ernment enforcement, were all adapted so that 
these can be tested in a different region and 
population.  

To address these concerns, this study 
aimed to determine and analyze the extent to 
which tax compliance among micro food busi-
nesses in selected areas within the province of 
Cavite is influenced by key factors, namely tax 
literacy, enforcement of tax laws, tax moderni-
zation initiatives, perceived fairness of the tax 
system, and the cost of compliance. Specifically, 
the study sought to (1) describe the business 
profile of micro food enterprises in terms of lo-
cation, nature of business, years of operation, 
and annual gross sales; (2) assess business 
owners’ perceptions of the identified factors; 
(3) examine the overall level of tax compliance 
among these enterprises; and (4) evaluate the 
effect of the predetermined factors on their tax 
compliance behavior. 

This study is much needed in order to sup-
port sustainable economic growth and 
strengthen the government's revenue system. 
It can be beneficial for policymakers, tax au-
thorities, and business owners to understand 
how these perceived factors affect compliance 
behavior. This study can contribute to the de-
velopment of more sensible tax laws, together 
with education programs aimed at encouraging 
voluntary compliance. 

 
Literature Review 

This section provided the review of related 
literature and studies that present previous ar-
ticles, books, journals, studies, and theories 
that provide a foundation for the phenomenon.  

 
Introduction to Tax Compliance 

Tax compliance remains a major global con-
cern, defined as the ability and willingness of 
taxpayers to correctly compute, file, and pay 
taxes on time (Mardiyah et al., 2025; 
Mendenueta, 2025; Syamsudin et al., 2023). 
Persistent non-compliance is often linked to 
complex tax systems and administrative bur-
dens (Amina & Sara, 2024). In the Philippines, 
despite enforcement programs like Oplan  

Kandado and RATE, compliance gaps persist 
(Capales, 2018; DOF, 2024). 

 
Business Profile of Micro Food Businesses 

As per Department of Trade and Industry 
(DTI), Microenterprises contribute signifi-
cantly to entrepreneurship, employment, and 
local economic growth, particularly in commer-
cial areas such as Imus and Dasmariñas. Busi-
ness location affects performance (Hia et al., 
2024), while the food sector faces financial 
pressures and regulatory challenges (Paulite & 
Espiritu, 2025). Studies show mixed findings 
on the relationship between years in operation 
and compliance (Banayo & Pasco, 2025; Cer-
vantes et al., 2025). Annual sales often place 
micro firms in the “hard-to-tax” sector due to 
low income, incomplete records, and cash-
based transactions (Mas-Montserrat et al., 
2023). 

 
Determinants of Tax Compliance 

All individuals and businesses must pay 
taxes, but micro and small enterprises often 
face challenges. Factors like tax literacy, per-
ception of enforcement of tax laws, moderniza-
tion, system fairness, and compliance costs in-
fluence their compliance. 

 
Effect of tax literacy and awareness on 

tax compliance. Hardika et al. (2021) noted 
that insufficient tax knowledge can lead to in-
tentional or unintentional noncompliance. Un-
derstanding tax regulations and e-filing sys-
tems significantly influences compliance. 

International studies support this too, as 
Hidayati et al. (2023) found that tax knowledge 
strongly affects compliance among MSMEs in 
Batam City, Indonesia, with proper tax technol-
ogy playing a critical role. Michael et al. (2025) 
reported that tax awareness, attitudes, and 
adoption of secure, user-friendly e-tax systems 
enhance compliance among Jakarta MSMEs. 
Pangestuti and Romadhona (2024) similarly 
identified tax literacy and tax rates as key com-
pliance determinants among furniture MSMEs 
in Jepara Regency. Tax awareness, alongside 
literacy, is crucial as taxpayers with awareness 
see compliance as a civic duty rather than an 
imposed obligation and understand that taxes 
fund government projects and public services 
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(Sonny et al., 2025). Locally, Sison et al. (2025) 
found that higher tax knowledge and access to 
professional assistance positively interact with 
compliance, while the complexity of tax regula-
tions hinders it among microenterprise owners 
in Cabanatuan City. 

 
Effect of enforcement of tax laws on tax 

compliance. Strong enforcement deters non-
compliance, while weak or inconsistent en-
forcement can encourage evasion. In the study 
of Jefriyanto et al. (2022), it was found that tax 
sanctions are very influential on tax compli-
ance from the data gathered from 39 MSMEs 
that provided online services in the Sekip dis-
trict. 

 Similarly, Granfon et al. (2023) reported 
that inspections, penalties, and tax knowledge 
strongly correlate with compliance among 96 
MSMEs in Dipolog City. The results showed that 
tax compliance is significantly correlated with 
the possibility of tax inspections, tax penalties, 
and tax knowledge. Holistically, the research 
implies that tax compliance improves when 
people are aware that they may be inspected 
and face penalties and sanctions. Slemrod 
(2019) emphasized that taxpayer compliance 
is influenced not only by deterrence measures 
but also by behavioral factors that affect their 
decision-making. The Allingham-Sando model 
explains that taxpayers assess the potential 
gains from tax evasion against the likelihood of 
being detected and the severity of the corre-
sponding sanctions. 

 
Effect of tax modernization on tax com-

pliance. Modern tax systems are intended to 
lower compliance costs and enhance transpar-
ency. Ingutali and Muhyarsyah (2025) exam-
ined the effects of tax knowledge, tax digitaliza-
tion, and service quality on the tax compliance 
of 140 MSMEs in East Jakarta's creative sector, 
and results showed that while tax knowledge 
significantly improved compliance, tax digitali-
zation itself had no significant impact on com-
pliance behavior. The lack of impact was at-
tributed to technical constraints in the system, 
low digital literacy of taxpayers, rather than the 
digitalization itself. Without adequate user 
readiness and system support, digital tax  

reforms alone do not ensure higher tax compli-
ance. 

Delia and Rhadi (2025) assessed whether 
tax modernization and incentives as moderat-
ing variables impact the influence of tax aware-
ness, knowledge, and environmental culture on 
MSME compliance. The study found that 
awareness, knowledge, and a supportive envi-
ronmental culture positively influence compli-
ance. However, tax modernization and incen-
tives did not significantly influence these rela-
tionships, indicating that digital tax reforms 
and incentives are not as effective factors for 
MSMEs' compliance due to limited digital liter-
acy and lack of information regarding incen-
tives. 

 
Effect of perception of the tax system on 

tax compliance. Muthinji (2022) in Kenya 
found that economic, political, and psychologi-
cal factors positively influence turnover tax 
compliance, with taxpayers more willing to 
comply when government services are fair and 
supportive. Similarly, Matshona et al. (2024) 
emphasized that tax morale in South Africa is 
shaped by cultural values, trust, and percep-
tions of government service.  

 In the Philippines, Manalo et al. (2025) 
showed that voluntary compliance depends on 
trust in and perceived competence of tax au-
thorities.  A positive view of the government as 
competent, trustworthy, and service-oriented 
significantly influences taxpayers' willingness 
to comply voluntarily.  Lack of transparency 
hinders compliance in developing countries 
like Ethiopia, highlighting the need for govern-
ment transparency and accountability, as well 
as fair and equal treatment for all taxpayers 
(Abdu & Adem, 2023). Likewise, in the Philip-
pines, a fair and transparent procedure in taxa-
tion can foster trust in the relationship be-
tween taxpayers and government (Saldajeno & 
Sarita, 2025).  

 
Effect of the cost of compliance on tax 

compliance. Obodoechi and Mbobo (2024) ex-
amined the effect of compliance cost on tax eva-
sion among 330 SMEs in Akwa Ibom State. The 
findings indicate that the majority of the re-
spondents believe that registration costs were  
 



Banaag et al., 2026 / Determinants of Tax Compliance Among Micro Food Businesses in Cavite, Philippines 

 

    
 IJMABER 410 Volume 7 | Number 1 | January | 2026 

too high, tax systems were too complex, which 
compels SMEs to seek assistance from tax pro-
fessionals, maintaining bookkeeping and rec-
ords are considerable expenses, and obtaining 
tax education is too costly. The study concludes 
that SME tax evasion in Akwa Ibom State is 
largely driven by high compliance costs rather 
than the tax liabilities themselves. 

Mebratu (2024) analyzed the voluntary tax 
compliance of 1550 large taxpayers in Ethiopia, 
and the results show that compliance costs 
have a negative and significant relationship 
with compliance behavior, suggesting that as 
compliance costs increase, taxpayers become 
discouraged from paying their tax obligations. 
Similarly, Chelangat (2023) states that high 
compliance cost is one of the key factors of tax 
non-compliance in Kenya, and reducing these 
costs encourages voluntary compliance. Ave-
cilla et al. (2024) studied tax compliance among 
119 micro and small enterprises in Masinloc, 
Zambales found that high compliance costs, 
complicated processes, and limited transpar-
ency hinder compliance among the respond-
ents. 

 
Methodology 

This section outlines the methods and pro-
cedures employed in this research study. It de-
tails the research design, research instrument, 
sampling procedure, and data analysis. 

 
Research Design 

This research study utilized a descriptive 
and explanatory research design under quanti-

tative research, allowing for an objective anal-
ysis and generalized findings. Descriptive re-
search was employed to describe the business 
profile of the respondents, assess the perceived 
factors, and the level of tax compliance of micro 
food businesses in selected cities and munici-
palities of Cavite. Furthermore, explanatory re-
search was used to examine the causal relation-
ship between the identified factors and tax 
compliance. 

 
Population and Sampling 

The study’s respondents are the micro food 
businesses in selected areas of Cavite. Accord-
ing to the DTI’s Business Name Registration 
System (2025), there are a total of 58,610 local 
businesses in Cavite registered in the DTI who 
are all micro-level businesses. In determining 
the sample size, the Raosoft sample size calcu-
lator was utilized. With values of 5% as the 
margin of error, 95% for the confidence level, a 
population of 58,610 businesses, and a re-
sponse distribution of 50%, it produced a sam-
ple size of 385. 

A proportionate stratified sampling tech-
nique was employed. For the study, the strata 
were based on the geographical location, and 
each location's sample size was allocated based 
on its respective proportion in the population. 
Survey questionnaires were physically distrib-
uted to participating respondents, specifically 
the owner, manager, bookkeeper, accountant, 
or an authorized representative of each busi-
ness. 

 
Table 1. Distribution of sample size of the selected cities and municipalities in Cavite 

LOCATION POPULATION SAMPLE SIZE 
Bacoor 7,255 79 

Dasmariñas 8,553 91 

General Trias 7,415 77 
Imus 9,427 100 

Tanza 3,547 38 
TOTAL 36,197 385 

 
Research Instrument 

A survey questionnaire was used as a tool 
to gather data, which consists of three parts. 
The first part dealt with the business profile of 
the respondents. The second part consisted of 
factors affecting the respondents’ tax  

compliance. The last part addressed the re-
spondents’ level of tax compliance. The ques-
tionnaire was a close-ended statement, 
adopted from Avecilla et al. (2024), Oladele et 
al. (2019), Chepkorir (2022), Jankeeparsad et 
al. (2016), Michael et al. (2025), Mambori 
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(2020), Cervantes et al. (2025), Valerian 
(2023), Bhandari et al. (2025), T. Nguyen et al. 
(2025), and Arce et al. (2022). 

Prior to actual data collection, the survey 
instrument undergone reliability testing in 
which the results of Cronbach Alpha are more 

than the required threshold of 70%.  Anonym-
ity and confidentiality were maintained to con-
trol social desirability bias and to ensure hon-
est responses, and all data were handled and 
stored securely. Throughout the process, re-
spondents were treated with respect. 

 
Table 2. Measures the level of literacy of the respondents in the selected areas of Cavite – Likert Scale 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

3.25 – 4.00 Highly Literate Respondents demonstrate a strong knowledge of tax and 
its purpose. They view tax evasion as a major offense, are 
fully aware of their tax obligations, accurately compute 
taxes, and understand the legal liabilities of non-filing. 

2.50 – 3.24 Moderately Literate Respondents have an adequate understanding of tax and 
its purpose. They regard tax evasion as an offense but not 
as serious; they are generally aware of their tax obliga-
tions, can compute their taxes with some guidance, and 
are aware of the legal liabilities for non-filing. 

1.75 – 2.49 Slightly Literate Respondents show limited knowledge of tax and its pur-
pose. They regard tax evasion as a minor offense, have 
partial awareness of their tax obligations, possess mini-
mal ability to compute taxes, and have little understand-
ing of the legal liabilities of non-filing. 

1.00 – 1.74 Not Literate Respondents show little to no knowledge of tax and its 
purpose. They do not recognize tax evasion as a serious 
offense, lack awareness of their tax obligations, have little 
to no ability to compute taxes, and are unaware of the le-
gal liabilities that come with non-filing.  

 
Table 3. Measures of level of perception of enforcement of tax laws in the selected areas of Cavite – 

Likert Scale 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

3.25 – 4.00 Highly Enforceable Respondents consistently file accurate and timely tax 
returns due to a strong fear of audits and penalties. 
They believe penalties are unavoidable once detected, 
consider existing sanctions sufficient to ensure compli-
ance, and reject the idea that waiving penalties or inter-
est motivates compliance.  

2.50 – 3.24 Moderately 
Enforceable 

Respondents generally comply with filing tax returns 
due to a moderate fear of audits and penalties. They be-
lieve violations are likely to be discovered, consider 
current sanctions as reasonably effective, and some-
what don’t think that waiving penalties or interest en-
courages compliance. 

1.75 – 2.49 Slightly Enforceable Respondents demonstrate occasional compliance 
driven by limited fear of audits and penalties. They be-
lieve penalties may be avoided in some cases, perceive 
current sanctions as only somewhat effective, and are 
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MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

mildly unconvinced that waiving penalties or interest 
encourages compliance.  

1.00 – 1.74 Not Enforceable Respondents rarely file accurate tax returns due to little 
fear of audits and penalties. They believe penalties can 
be avoided, view existing sanctions as ineffective, and 
believe that waiving penalties or interest encourages 
compliance.  

 
Table 4. Measures of level of perception of tax modernization in the selected areas of Cavite – Likert 

Scale 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

3.25 – 4.00 Highly Modernized Respondents experience seamless online TIN registra-
tion, perceive a wide range of tax filing options, and find 
eFiling easy, convenient, and time-efficient. They 
strongly believe that digital payment systems have signif-
icantly improved tax collection procedures and compli-
ance. 

2.50 – 3.24 Moderately 
Modernized 

Respondents find online TIN registration manageable, 
view tax payment options as sufficient, and consider eFil-
ing easy and convenient. They believe digital payment 
systems have contributed to improved tax collection pro-
cedures and compliance. 

1.75 – 2.49 Slightly Modernized Respondents encounter some ease in online TIN registra-
tion, perceive limited tax payment options, and find eFil-
ing only somewhat easy and convenient. They believe 
digital payment systems have led to only minor improve-
ments in tax collection procedures and compliance. 

1.00 – 1.74 Not Modernized Respondents find online TIN registration difficult, per-
ceive tax payment options as inadequate, and consider 
eFiling inconvenient and time-consuming. They believe 
digital payment systems have not improved tax collection 
procedures and compliance. 

 
Table 5. Measures of level of perception of fairness of the tax system in the selected areas of Cavite – 

Likert Scale 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

3.25 – 4.00 Highly Fair Respondents strongly believe that the tax system and au-
thorities treat all businesses fairly. They perceive no pref-
erential treatment for larger firms, do not feel overlooked 
due to their smaller contributions, believe tax collection 
procedures are uniform across business sizes, and view 
taxpayer rewards as equally accessible. 

2.50 – 3.24 Moderately Fair Respondents generally view the tax system and authori-
ties as moderately fair. They perceive minimal preferen-
tial treatment for larger businesses, rarely feel neglected 
as smaller taxpayers, believe tax collection procedures 
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MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

are mostly consistent regardless of business size, and 
tend to believe rewards are not biased toward larger 
businesses. 

1.75 – 2.49 Slightly Fair Respondents express limited confidence in the fairness of 
the tax system. They perceive some favoritism toward 
larger businesses, feel somewhat overlooked by tax au-
thorities, notice differences in tax collection procedures 
by business size, and perceive that taxpayer rewards fa-
vor larger businesses to some extent. 

1.00 – 1.74 Not Fair Respondents perceive the tax system and authorities as 
very unfair. They believe larger businesses receive clear 
preferential treatment, feel neglected due to their lower 
contributions, observe significant differences in tax col-
lection procedures based on business size, and believe 
rewards strongly favor larger businesses. 

 
Table 6. Measures of level of perception of cost of compliance in the selected areas of Cavite – Likert 

Scale 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

3.25 – 4.00 Very Costly Respondents perceive tax rates, interest, and penalties as 
very high, think that they incur substantial compliance ex-
penses, consistently require professional accounting or 
bookkeeping services, and believe the time spent on tax 
compliance significantly increases overall business costs. 

2.50 – 3.24 Moderately Costly Respondents perceive tax rates, interest, and penalties as 
high, think that they incur very noticeable compliance ex-
penses, frequently rely on accounting or bookkeeping pro-
fessionals, and believe the time required for tax compli-
ance moderately increases business costs. 

1.75 – 2.49 Slightly Costly Respondents perceive tax rates, interest, and penalties as 
somewhat high, think that they incur modest compliance 
expenses, occasionally seek professional accounting or 
bookkeeping support, and believe tax preparation and fil-
ing time slightly increases business costs. 

1.00 – 1.74 Not Costly Respondents perceive tax rates, interest, and penalties as 
low, think that they incur minimal compliance-related ex-
penses, do not require professional accounting or 
bookkeeping assistance, and believe the time spent on tax 
filing does not add to business costs. 

 
Table 7. Measures of level of tax compliance in the selected areas of Cavite – Likert Scale 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

3.25 – 4.00 Fully Compliant Respondents consistently comply with their tax obliga-
tions, such as paying taxes accurately and on time, main-
taining records up-to-date, fully cooperating with audits, 
and conducting their business in accordance with tax laws.  



Banaag et al., 2026 / Determinants of Tax Compliance Among Micro Food Businesses in Cavite, Philippines 

 

    
 IJMABER 414 Volume 7 | Number 1 | January | 2026 

MEAN 
RANGE 

VERBAL 
INTERPRETATION 

QUALITATIVE DESCRIPTION 

2.50 – 3.24 Adequately 
Compliant 

Respondents voluntarily fulfill their tax obligations. They 
willingly conform their business practices to the laws and 
regulations by maintaining their financial records and co-
operating with audits, but occasionally consider reducing 
their taxes. 

1.75 - 2.49 Partially Compliant Respondents sometimes pay their taxes correctly, but of-
ten delay. Their financial records are inconsistently main-
tained, being hesitant in cooperating with audits, and are 
only compliant when required by the law. 

1.00 - 1.74 Barely Compliant Respondents rarely comply voluntarily with their tax re-
quirements. They fail to properly maintain records, avoid 
audits, and their practices show little alignment with tax 
regulations.  

 
Sampling Procedure 

The respondents are the micro food busi-
nesses in Bacoor, Dasmariñas, General Trias, 
Imus, and Tanza. These are the top five areas in 
Cavite with the highest number of registered 
micro food businesses. In DTI’s Business Name 
Registration System (2025), there are a total of 
58,610 micro level local businesses in Cavite. 
The Raosoft sample size calculator was utilized 
in determining the sample size with 5% margin 
of error, resulting to a sample size of 385.  

The number of participants were propor-
tionately distributed to the included cit-
ies/town Based on the highest number of reg-
istered micro food businesses. Survey ques-
tionnaires were physically distributed to par-
ticipating respondents, specifically the owner, 
manager, bookkeeper, accountant, or an au-
thorized representative of each business. 

 
Data Analysis 

Descriptive statistics were used to summa-
rize the respondents’ business profiles through 
frequency counts and percentages. The mean 
and standard deviation were also employed to 
describe the respondents’ levels of tax literacy 
and awareness, as well as their perceptions of 

tax law enforcement, tax modernization, the tax 
system, cost of compliance, and overall tax 
compliance. In addition, regression analysis 
was utilized to determine the extent to which 
tax literacy and awareness, perceptions of tax 
law enforcement, tax modernization, the tax 
system, and compliance cost influence the de-
pendent variable – tax compliance. 
 
Result and Discussion  

This section presents the study’s findings, 
including micro food business profiles, levels of 
tax literacy and awareness, perceptions of tax 
law enforcement, tax modernization, the tax 
system, and compliance costs. It also discusses 
their tax compliance and the effects of these 
perceived factors on compliance levels. 

 
Business Profile of Micro Food Businesses 

The micro food businesses’ business profile 
in selected areas of Cavite was described and 
presented in Table 8. A total of 385 micro food 
businesses from Imus, Dasmariñas, Bacoor, 
General Trias, and Tanza participated in this 
study. These business characteristics helped in 
understanding the businesses better in relation 
to their tax compliance. 

 
Table 8. Business profile of micro food businesses 

BUSINESS PROFILE FREQUENCY 
N=385 

PERCENTAGE 
(%) 

Location   

Imus 100 26.0  
Dasma 91 23.6  
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BUSINESS PROFILE FREQUENCY 
N=385 

PERCENTAGE 
(%) 

General Trias 79 20.5  
Bacoor 77 20.0  
Tanza 38 9.9  
    
Nature of Business   

 Eatery 70 18.2  
Bakery 31 8.1  
Coffee Shop 83 21.6  
Mall Kiosk 114 29.6  
Food Stall 38 9.9  

Others 49 12.7  
    
 Years in Operation   
Less than 1 year 113 29.4  
1 to 3 years 163 42.3  

4 to 6 years 63 16.4  
7 to 10 years 18 4.7  
More than 10 years 28 7.3  

    

 Annual Gross Sales   
100,000 or less 195 50.6  
100,001 to 500,000 74 19.2  
500,001 to 1,000,000 47 12.2  
1,000,001 to  3,000,000 23 6.0  

No Response 46 11.9  
 

Location. Among the micro food busi-
nesses surveyed, 26% were from Imus City, fol-
lowed by 23.6% from Dasmariñas, indicating a 
higher concentration of this sector in Imus. 
This implies that, as one of the highly urbanized 
cities, Imus offers dense economic activity and 
a business-friendly environment that attracts 
entrepreneurs. Additionally, the city’s support 
for MSMEs, through various initiatives such as 
Imus City Business Summit, Business Expo, and 
platforms such as Business One-Stop Shop, Go 
Negosyo Center, further demonstrated the 
city’s success in pooling businesses. This aligns 
with the data of DTI (2025), which reports 
Imus City as having the highest number of new 
business registrations and renewals. 

 
Nature of business. Most micro food busi-

nesses in selected areas of Cavite are kiosks 
(29.6%), with coffee shops being the second 
(21.6%). This can indicate that kiosks are easy 
to set up, requiring low capital and allowing 

business owners and entrepreneurs to enter 
and exit easily in the market (Kenton, 2025). A 
kiosk is a booth located in high-traffic areas and 
is a good way to market products. This means 
that they take advantage of this to reach more 
customers, such as in malls, busy streets, or 
near landmarks in Cavite. This is in line with 
the study of Guirgen and Habunal (2018), 
which indicates how food kiosk businesses are 
popular among all age groups and how it is the 
topmost small business an aspiring entrepre-
neur should start with in the Philippines.  

 
Years in operation. The results of the 

study showed that the highest number of busi-
nesses had been in full operation for 1 to 3 
years (42.3%), while only 4.7% were estab-
lished for 7 to 10 years already. This demon-
strates that most businesses are newly estab-
lished but have already passed the start-up 
phase, and are more focused on maintaining 
their regular and periodic tax obligations. Some 
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might be new to tax reforms, tax laws (e.g., 
EoPT), and tax exemptions/benefits (e.g., 
BMBE Act) offered to them. The study of Umali 
(2024) validates that the majority of the micro 
businesses have been operating for 5 years or 
less. 

  
Annual gross sales. The majority of micro 

food businesses in selected Cavite areas had an 
annual gross sale of P100,000 or less at 50.6%, 
while only 6% had an annual gross sale of P1 
million to P3 million. This implies that the busi-
nesses surveyed are indeed micro enterprises, 
since under RA 11976 or EoPTA, a taxpayer 
(i.e., applicable to all taxpayers) with gross 
sales of less than P3 million is considered a mi-
cro enterprise. Furthermore, this distribution 
of the micro food businesses’ annual gross sales 
can support that most are still new in the mar-
ket, as previously discussed, a substantial num-
ber of them have been operating for only 1 to 3 
years. 
 
 

Level of Perceived Factors Among Micro Food 
Businesses in Selected Areas of Cavite 

The micro food businesses in selected Ca-
vite areas’ level of perceptions on the predeter-
mined factors affecting the tax compliance, in-
cluding tax literacy and awareness, enforce-
ment of tax laws, tax modernization, perception 
of tax system, and cost of compliance, were de-
scribed and presented in Tables 9 to 13.  

 
Tax literacy and awareness. As indicated 

in Table 9 that micro food businesses in se-
lected areas of Cavite generally possess a mod-
erately literate level of tax literacy and aware-
ness, as shown by the overall mean and stand-
ard deviation of 3.03 and 0.580, respectively. 
Among the indicators, the highest level of liter-
acy was observed in their knowledge of the 
meaning and purpose of tax, with a mean score 
of 3.36 and a standard deviation of 0.855. Con-
versely, respondents were only slightly literate 
regarding the severity of tax evasion, indicating 
a limited understanding of its seriousness. 

Table 9. Level of tax literacy and awareness among micro food businesses in selected areas of Cavite 

TAX LITERACY AND AWARENESS MEAN 
STANDARD 
DEVIATION 

VERBAL 
INTERPRETATION 

I know what is the meaning of tax and why we 
are paying it.  

3.36 0.855 Highly Literate 

Tax evasion is considered a minor crime. 2.42 1.101 Slightly Literate 

I am well aware of myself when it comes to my 
tax affairs. 

3.23 0.795 Moderately Literate 

I know how to compute my tax. 2.95 0.872 Moderately Literate 
I know the criminal liabilities for intentionally 
not filing taxes.  

3.18 0.885 Moderately Literate 

Overall Mean 3.03 0.580 Moderately Literate 
Legend  
 3.25-4.00 Highly Literate   
  2.50-3.24 Moderately Literate  
  1.75-2.49 Slightly Literate   
  1.00-1.74 Not Literate   

These findings are generally consistent 
with prior studies showing higher levels of tax 
knowledge in general tax concepts, including 
the definition and purpose of taxation. Simi-
larly, Sison et al. (2025) found that microenter-
prise owners demonstrate a strong under-
standing of tax concepts. Overall, the level of 
tax literacy among micro food businesses 
aligns with existing literature. 

Perception of enforcement of tax laws. 
The results in Table 10 revealed that micro 
food businesses perceive that tax laws are 
moderately enforceable, with an overall mean 
of 2.82 and a standard deviation of 0.433. This 
means that micro food businesses 
acknowledge the tax laws and the enforcement 
activities of the government, such as tax audit-
ing and sanctions. 



Banaag et al., 2026 / Determinants of Tax Compliance Among Micro Food Businesses in Cavite, Philippines 

 

 
IJMABER  417 Volume 7 | Number 1 | January | 2026 

Table 10. Level of perception of enforcement of tax laws among micro food businesses in selected 
areas of Cavite 

ENFORCEMENT OF TAX LAWS MEAN 
STANDARD 
DEVIATION 

VERBAL 
INTERPRETATION 

I file adequate tax returns because of the fear of 
a tax audit. 

3.13 0.873 Moderately Enforceable 

Fear of being penalized will push me to file an 
accurate and timely return. 

3.09 0.891 Moderately Enforceable  

I know I may not escape the penalty of payment 
once detected, hence the need to comply. 

3.28 0.794 Highly Enforceable 

Present penalties are not deterrent enough to 
instill tax compliance. 

2.40 1.008 Slightly Enforceable  

Waiver of penalties and interest charges en-
courages me to comply with my tax obligation. 

2.17 0.951 Slightly Enforceable  

Overall Mean 2.82 0.433 Moderately Enforceable 

Legend  
 3.25-4.00 Highly Enforceable  
  2.50-3.24 Moderately Enforceable  

  1.75-2.49 Slightly Enforceable 
  1.00-1.74 Not Enforceable 

 
The results highlighted that the respond-

ents’ awareness of the inevitability of penalties 
once violations are detected, hence the need to 
comply, obtained the highest mean of 3.28, in-
dicating a highly enforceable level. This shows 
that micro food businesses perceive the effi-
cacy of tax laws being enforced. They believe 
that BIR’s monitoring system is reliable and ac-
tive, giving the perception that offenses are 
likely detected and sanctioned. On the other 
hand, the waiver of penalties and interest ob-
tained the lowest mean of 2.17, indicating a 
slightly enforceable level. This suggests that the 
respondents are somewhat unconvinced that 
waiving such charges would encourage compli-
ance. 

Similar to the findings of Cervantes et al. 
(2025), respondents demonstrated extensive 

knowledge about tax laws that extends beyond 
basic awareness of penalties to an understand-
ing of the consequences of noncompliance. 
Overall, micro food businesses appear not only 
familiar with tax laws but also well-informed 
about their enforcement. 

 
Perception of Tax modernization or 

EoPTA. Table 11 shows that respondents per-
ceive the tax system as moderately modern-
ized, with an average of 2.98 and a standard de-
viation of 0.721. This indicates that the re-
spondents find online TIN registration manage-
able, view electronic tax payment options as 
sufficient contributing to improved tax collec-
tion procedures, and consider eFiling easy and 
convenient. 

 
Table 11. Level of perception of tax modernization among micro food businesses in selected areas of 

Cavite 

TAX MODERNIZATION MEAN 
STANDARD 
DEVIATION 

VERBAL 
INTERPRETATION 

It is easy for my business to register and ob-
tain a Tax Identification Number (TIN) 
through online platforms. 

2.99 0.864 Moderately Modernized 

Our tax authorities offer different ways (pa-
per or online forms) to pay taxes. 

3.03 0.822 Moderately Modernized 
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TAX MODERNIZATION MEAN 
STANDARD 
DEVIATION 

VERBAL 
INTERPRETATION 

I find it easy to submit my tax return using 
eFiling. 

2.90 0.847 Moderately Modernized 

Using eFiling is convenient and time saving. 2.98 0.820 Moderately Modernized 
The use of digital payment systems has im-
proved overall tax collection and compli-
ance among micro food businesses. 

3.01 0.840 Moderately Modernized 

Overall Mean 2.98 0.721 Moderately Modernized 
Legend  
 3.25-4.00 Highly Modernized 
  2.50-3.24 Moderately Modernized 
  1.75-2.49 Slightly Modernized 
  1.00-1.74 Not Modernized 

 
The most positively perceived aspect of tax 

modernization is the availability of different 
payment methods, with a mean of 3.03 and a 
standard deviation of  0.822, which means that 
they believe digital payment systems have con-
tributed to improved tax collection procedures 
and compliance. Conversely, the ease of sub-
mitting tax returns using eFiling recorded the 
lowest mean of 2.90, though respondents still 
recognize it as generally easy and useful. 

These findings align with Josua and Ismail 
(2025), indicating a general agreement on tax 
system modernization but highlighted that 
poor implementation can affect compliance. 
Mandasari (2024) also found e-filing and e-bill-
ing effective in streamlining reporting, reduc-
ing errors, and easing administrative burdens. 

Perception on the fairness of tax system. 
Table 12 shows the level of perception of the 
tax system based on the assessment of the par-
ticipants. The findings revealed an overall 
mean of 2.68 and a standard deviation of 0.5, 
indicating a moderate perception of the tax sys-
tem. The highest moderate perception among 
the statements is the variation in tax proce-
dures based on business size. It resulted in a 
mean of 3.01 with a standard deviation of 
0.879. Meanwhile, the last statement pertain-
ing to favorable rewards for larger businesses 
resulted in the lowest rating (low perception) 
of a mean of 2.30 and a standard deviation of 
0.932.

 
Table 12. Level of perception of fairness of the tax system among micro food businesses in selected 

areas of Cavite 

TAX SYSTEM MEAN 
STANDARD 
DEVIATION 

VERBAL 
INTERPRETATION 

Our tax system and authorities are fair to all 
businesses. 

2.75 0.954 Moderately Fair  

There is no special treatment to large and 
more profitable businesses when it comes to 
their tax compliance.  

2.79 0.942 Moderately Fair  

We are neglected by our tax authorities be-
cause our contribution is low compared to 
large businesses.  

2.57 0.969 Moderately Fair    

Tax collection procedure varies depending on 
the size of the business. 

3.01 0.879 Moderately Fair   

Rewards to excellent taxpayers are more fa-
vorable to larger businesses.  

2.30 0.932 Slightly Fair 

Overall Mean 2.68 0.500  Moderately Fair 
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Legend  
 3.25-4.00 Highly Fair  
  2.50-3.24 Moderately Fair  
  1.75-2.49 Slightly Fair 
  1.00-1.74 Not Fair 

 
The general mean implies that respondents 

generally view the tax system and authorities 
as moderately fair. They perceive minimal pref-
erential treatment for larger businesses, rarely 
feel neglected as smaller taxpayers, believe tax 
collection procedures are mostly consistent re-
gardless of business size, and tend to believe 
rewards are not biased toward larger busi-
nesses. These results show that respondents 
believe that tax requirements should depend 
on the size of the  business, while incentives re-
main equal across businesses. In this sense, 
they may view the government’s rationale link-
ing business size with tax obligations while 
maintaining equal treatment regarding re-
wards as appropriate and reasonable, reflect-
ing a perception of fairness in the administra-
tion’s system. This is consistent with the find-
ings of Abdu and Adem (2023), who high-
lighted that fair and transparent management 
is essential in Ethiopia. Also, Saldajeno and 

Sarita (2025) emphasized that fair and trans-
parent taxation would build trust and 
strengthen relationships between the taxing 
authorities and taxpayers. Likewise, Manalo et 
al. (2025) identified a competent, trustworthy, 
and service-driven government as a key com-
ponent that notably influences compliance in 
the Philippines.  

 
Cost of compliance. As presented in Table 

13, the perceived cost of compliance among re-
spondents, with an overall mean of 2.71 and a 
standard deviation of 0.856, is interpreted as 
moderately costly suggesting that high tax 
rates, penalties, and professional bookkeeping 
expenses are perceived to moderately increase 
business costs. These financial and administra-
tive burdens are recognized by micro food 
businesses in selected Cavite areas, which often 
have limited earnings.

 
Table 13. Level of perception of cost compliance among micro food businesses in selected areas of 

Cavite 

COST COMPLIANCE MEAN 
STANDARD 
DEVIATION 

VERBAL 
INTERPRETATION 

The tax rate is very high. 2.71 1.014 Moderately Costly  
The interest and penalty surcharges for late pay-
ment of taxes are high. 

2.71 1.004 Moderately Costly  

Our business incurs significant expenses to comply 
with tax requirements. 

2.72 0.997 Moderately Costly  

We need to hire or consult accounting or bookkeep-
ing experts to handle our tax obligations. 

2.72 0.991 Moderately Costly  

The time required to prepare and file tax returns 
adds to our business costs. 

2.71 0.949 Moderately Costly  

Overall Mean 2.71 0.856 Moderately Costly  

Legend  
 3.25-4.00 Very Costly  
  2.50-3.24 Moderately Costly 
  1.75-2.49 Slightly Costly 
  1.00-1.74 Not Costly   

Aside from financial burdens, administra-
tive expenses, including reliance on external 
experts, with a mean of 2.72 and a standard  

deviation of 0.991, further impose costs. This 
aligned with Myburg & Schutte (2025), who 
highlighted that small business owners  
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struggle to understand tax laws, which in turn 
increases their need for professional help that 
further strains their finances. Similarly, Sison et 
al. (2025) noted that these additional costs for 
hiring accountants or professionals are bur-
densome. For micro food businesses, such obli-
gations consume a larger percentage of sales 
compared to larger firms, and time spent on tax 
requirements is often viewed as significant, as 
it is a lost growth opportunity. This is in paral-
lel with the study of Myburg & Schutte (2025), 
which emphasized how the said obligations 
hamper the profitability and business expan-
sion of small enterprises.  

Overall, the results indicated that micro 
food businesses’ owners perceive compliance 
cost as moderate signifying how they are aware 
of the financial and administrative demands of 

their tax compliance, though they did not view 
them as excessively burdensome, they still rec-
ognized how it demands their financial re-
sources, time, and attention. 

  
Level of Tax Compliance Among Micro 

Food Businesses in Selected Areas of Cavite 
Findings on Table 14 indicated that re-

spondents’ overall tax compliance is adequate, 
with a mean of 3.19 and a standard deviation of 
0.64. They generally maintain records, pay 
taxes on time, and cooperate with audits. The 
highest-rated item, “I pay the accurate amount 
of taxes on time” (mean = 3.33), indicates 
strong punctuality, while the lowest, “I pay my 
taxes without thinking of how to reduce them” 
(mean = 2.76), shows some consideration to 
minimize tax liabilities.

 
Table 14. Level of tax compliance among micro food businesses in selected areas of Cavite 

TAX COMPLIANCE 
MEAN STANDARD 

DEVIATION 
VERBAL 

INTERPRETATION 

Ability to pay taxes voluntarily. 3.27 0.811  Fully Compliant 
I pay the accurate amount of taxes on the agreed 
time. 

3.33 0.780 Fully Compliant  

I am willing to make adjustments to my business 
practices to align with tax regulations. 

3.16 0.768 Adequately Compliant  

I maintain organized and up-to-date financial rec-
ords to support tax compliance. 

3.28 0.730  Fully Compliant  

I am willing to cooperate with tax audits and pro-
vide the necessary information. 

3.29 0.736  Fully Compliant  

Consistent filing of returns to the appropriate tax 
authorities without audits. 

3.16 0.822 Adequately Compliant  

I pay my taxes without thinking of how to reduce 
them. 

2.76 0.943 Adequately Compliant  

I know I am doing the right thing by paying my taxes 3.22 0.749 Adequately Compliant  
I declare and settle fully and in accordance with reg-
ulations even though the tax declaration and pay-
ment procedures are quite complicated. 

3.18 0.774 Adequately Compliant  

I conduct our tax affairs aligned with the provisions 
of tax laws, specifically those related to the rights 
and obligations of MSME taxpayers. 

3.27 0.773  Fully Compliant  

Overall Mean 3.19 0.641 Adequately Compliant 

Legend  
  3.25-4.00 Fully Compliant 
  2.50-3.24 Adequately Compliant 
  1.75-2.49 Partially Compliant 
 1.00-1.74 Barely Compliant 
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These findings align with previous studies, 
showing that micro food businesses comply 
partially due to system complexity, high rates, 
and compliance costs (Sison et al., 2025). Mean-
while, the statement with the lowest rating 
shows that many taxpayers still actively think 
of ways to reduce their taxes, aligning with the 
study of Avecilla et al. (2024), where individu-
als weigh compliance against perceived finan-
cial burden. This supports studies highlighting 
that high tax rates, complex procedures, and 
compliance costs encourage taxpayers to mini-
mize liabilities wherever possible (Chelangat, 
2023; Obodoechi & Mbobo, 2024). Addition-
ally, indicators such as recordkeeping, con-
sistent filing, and compliance with complex 
regulations also reflected only moderate 
means, echoing literature showing that micro 
enterprises often face challenges related to 
documentation, literacy, and procedural com-
plexity (Amina & Sara, 2024; Mebratu, 2024; 
Pangestuti & Romadhona, 2024). Furthermore, 
the moderate ratings for behavioral indicators 
support the view that tax morale is present but 
not strong, influenced by perceptions of  

fairness, government trust, and administrative 
transparency (Manalo et al., 2025; Muthinji, 
2022; Saldajeno & Sarita, 2025). 
  
Effect of Perceived Factors on Tax Compli-
ance of Micro Food Businesses in Selected Ar-
eas of Cavite  

Table 15 presents the regression analysis 
results on the effects of perceived factors on the 
tax compliance of micro food businesses in se-
lected areas of Cavite. The model yielded an ad-
justed R² of 0.588, indicating that the inde-
pendent variables collectively explain 58.8% of 
the variability in tax compliance, while 41.2% 
is attributable to other factors like tax morale, 
peer influence or political trusts which are not 
included in the study. This indicates that the 
factors have strong predictive power in ex-
plaining compliance behavior. Hypothesis test-
ing shows that if the p-value ≤ 0.01, the null hy-
pothesis is rejected, indicating a significant ef-
fect of the perceived factors on tax compliance. 
Conversely, if the p-value > 0.01, the null hy-
pothesis is not rejected, indicating no signifi-
cant effect. 

 
Table 15. Effect of perceived factors on tax compliance of micro food enterprises in selected areas of 

Cavite 

Variable Estimate SE T-stat  p-value HYPOTHESIS INTERPRETATION 

Tax Literacy and Awareness 0.4227 0.0478 8.85 0 .001 Reject Null Highly Significant 
Enforcement of Laws 0.2163 0.0579 3.74 0.001 Reject Null Highly Significant 
Tax Modernization 0.2775 0.0351 7.91 0 .001 Reject Null Highly Significant 
Perception of Tax System 0.1489 0.0482 3.09 0.002 Reject Null Highly Significant 
Cost of Compliance 0.0789 0.0255 3.09 0.002 Reject Null Highly Significant 

 Adjusted R2= 58.8%; T- stat = more than 1.96 
 

Effect of Tax Literacy and Awareness. 
The results reveal that tax literacy and aware-
ness have a highly significant effect on the tax 
compliance of micro food businesses, with a p-
value of <0.001. A 1-unit increase in tax literacy 
and awareness leads to a 0.4228-unit increase 
in compliance, supported by a small standard 
error (0.0478) and a high T-statistic (8.85). For 
instance, when taxpayers have a high level of 
understanding of what taxes are and why they 
are paid, they are more likely to believe that 
paying taxes is the right and responsible thing 
to do. Additionally, when taxpayers have a high 
level of knowledge in computing their taxes, 
they are more likely to fully declare and settle 

their tax obligations in accordance with regula-
tions despite procedural complexities. 

These findings align with prior studies 
showing that tax knowledge improves tax com-
pliance. Hidayati et al. (2023) noted that mas-
tery of tax information enables business own-
ers to make informed decisions, while Adhikara 
et al. (2022) emphasized that understanding 
tax regulations encourages proper reporting 
and payment. Further evidence supports the 
role of tax awareness in shaping attitudes and 
willingness to comply. Kwok and Yip (2018) 
and Hardika et al. (2021) found that aware tax-
payers are more willing to fulfill tax obliga-
tions. Likewise, results of the study showed 
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that micro food businesses in selected areas of 
Cavite with higher tax literacy and awareness 
exhibit greater compliance. This aligns with the 
Theory of Planned Behavior (Ajzen, 1991), as 
greater tax knowledge and awareness among 
micro food businesses led to stronger intention 
and higher compliance behavior. 

Nevertheless, high tax literacy does not al-
ways guarantee compliance. Umali (2024) 
found no significant relationship between tax 
literacy and compliance among micro busi-
nesses in Cabuyao City, and Sonny et al. (2025) 
similarly reported that while high tax 
knowledge may influence certain tax-related 
decisions, it does not necessarily lead to com-
pliance. 

 
Effect of perceived enforcement of tax 

laws. The results showed a highly significant 
effect of tax law enforcement on the compliance 
of micro food businesses, with a p-value of 0.01. 
The estimate indicates that a 1-unit increase in 
effective enforcement leads to a 0.2163-unit in-
crease in compliance, supported by a standard 
error of 0.0579 and a T-statistic of 3.74. This 
shows that stricter and more consistent en-
forcement meaningfully improves compliance. 
For instance, when the fear of a tax audit is 
high, taxpayers are more likely to consistently 
file their returns on time to the appropriate tax 
authorities, even in the absence of audits. 
Moreover, when taxpayers understand that 
penalties are unavoidable once detected, they 
are more likely to fully declare and settle their 
taxes in accordance with regulations, even if 
the process is complicated. 

These findings align with prior research 
highlighting the role of enforcement in shaping 
taxpayer behavior. For example, tax inspec-
tions significantly increased MSME compliance 
in Dipolog City (Granfon et al., 2023), while H. 
Nguyen (2021) noted that higher levels of in-
spection raised corporate tax payments. Ma-
naye (2018) emphasized that potential penal-
ties motivate adherence, and Tjaraka and Putra 
(2020) found that strong enforcement fosters a 
positive attitude toward compliance. Con-
versely, weak enforcement is associated with 
lower compliance. 

The results also support the Economic De-
terrence Theory, which posits that the threat of 

legal repercussions and audits compels taxpay-
ers to follow tax laws (Fjeldstad et al., 2012; 
Ya’u et al., 2023). In this study, micro food busi-
nesses were more likely to comply when faced 
with potential penalties or audits, consistent 
with the theory’s predictions. 

 
Effect of perceived tax modernization. 

Tax modernization had a high significant effect 
on the compliance of micro food businesses, 
with a p-value of 0.01. The estimate indicates 
that a 1-unit increase in modernization efforts 
leads to a 0.2775-unit increase in compliance. 
The standard error of 0.0351 and T-statistic of 
7.91 confirm the precision and significance of 
the result. For instance, when taxpayers per-
ceive that registering for a TIN is easy through 
online platforms, businesses are more capable 
of voluntarily paying their taxes without exter-
nal pressure. Additionally, when multiple pay-
ment options are available, taxpayers are more 
likely to pay the correct amount of taxes on 
time. 

These findings align with prior research 
showing that digital systems enhance compli-
ance. Sentanu and Budiartha (2019) found that 
e-filing increases timely and accurate report-
ing, while Fauziyah et al. (2025) noted that dig-
italized processes enable independent tax cal-
culation and payment. Putri and Ginting (2024) 
and Chandra et al. (2021) similarly reported 
positive effects of modernization on compli-
ance. The results also correspond with the The-
ory of Planned Behavior, which suggests that 
taxpayers’ intentions are influenced by atti-
tudes, norms, and perceived control, reflecting 
how perceptions of tax modernization increase 
intention and behavior to comply. 

 
Effect of perception on tax system. The 

results indicate that perception of the tax sys-
tem is highly significant in tax compliance 
among micro food businesses, with a p-value of 
0.002. The estimate indicates that a 1-unit in-
crease in positive perception leads to a 0.1489-
unit increase in compliance. With a standard 
error of 0.0482, the estimate is reliable and 
meaningful, while T-statistic of 3.09, led to re-
jection of the null hypothesis. For instance, 
when taxpayers perceive that the tax system 
and authorities are fair to all businesses, they 
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are more willing and able to pay taxes voluntar-
ily. Furthermore, when taxpayers perceive that 
no special treatment is given to large busi-
nesses, they are more likely to pay the correct 
amount of taxes on time. 

These findings are consistent with prior 
studies that emphasize the importance of tax-
payer perception in compliance behavior. 
Perveen and Ahmad (2022) emphasized that 
the perceptions of taxpayers regarding the fair-
ness of tax is very important to shape the cul-
ture of tax compliance in a state. Similarly, 
Widuri and Irawan (2019) concluded that if the 
taxpayers perceive that the tax system for pay-
ment is fair and is consistent with the level of 
income of the taxpayer, they will be more com-
pliant in completing the tax return. Addition-
ally, Rinaldi and Devi (2021) illustrated that the 
more favorable the perception of the taxation 
system is, the more it encourages taxpayers at 
KPP in Lampung to fulfill their tax obligations. 
Locally, Manalo et al. (2025) reported that com-
pliance depends largely on taxpayers’ percep-
tion of the competence, trustworthiness, and 
service orientation of tax authorities. 

 
Effect of cost of compliance. The analysis 

yielded a p-value of 0.02, indicating a highly sig-
nificant effect of compliance costs on micro 
food businesses. The estimate of 0.0789 shows 
that a 1-unit increase in compliance costs in-
creases tax compliance by 0.0789 units. With a 
standard error of 0.0255 and a T-statistic of 
3.09, the result is significant, leading to the re-
jection of the null hypothesis. Even with high 
penalties and surcharges, taxpayers remain 
consistent in filing tax returns voluntarily. This 
indicates that awareness of penalties may rein-
force compliance rather than reduce it. Alt-
hough compliance costs are perceived as high, 
businesses still invest in proper record-keep-
ing, reflecting a commitment to voluntary tax 
compliance. 

The findings of the study are generally con-
sistent with Granfon et al. (2023), which found 
that tax penalties have a significant relation-
ship with tax compliance. High tax penalties 
and strict enforcement measures influence tax-
payers’ behavior, thereby encouraging greater 
compliance with tax obligations. However, the 
results of the present study diverge from the 

majority of previous research, which generally 
indicates that the cost of tax compliance has a 
negative significant effect on tax compliance, 
suggesting that higher compliance costs dis-
courage taxpayers from complying. Mebratu 
(2024) found that higher costs reduce volun-
tary compliance, while Obodoechi and Mbobo 
(2024) reported that expenses for recordkeep-
ing, learning tax rules, and time spent contrib-
ute more to tax evasion among SMEs than the 
tax obligation itself. Additionally, in a study by 
Farida and David (2018), whose findings reveal 
that tax compliance costs negatively influence 
tax compliance behavior, stated that the most 
important cost drivers to tax compliance were 
when dealing with the complexity of tax laws, 
regulatory tax requirements, and frequency of 
changes in tax rules.  
 
Conclusion  

The study examined the effects of perceived 
factors on the tax compliance of micro food 
businesses in selected areas of Cavite.  Based on 
the findings, several conclusions were drawn. 

The patterns in the respondents’ percep-
tions of the identified factors indicate that mi-
cro food businesses possess a fundamental un-
derstanding of the Philippine tax system and 
demonstrate a growing level of engagement 
with their tax obligations and relevant govern-
ment mechanisms. 

The findings further reveal that the level of 
tax compliance among micro food businesses is 
still developing and not yet fully consistent.  
While there is evident awareness of tax respon-
sibilities and a general willingness to comply, 
actual compliance is influenced by practical 
constraints and behavioral factors that affect 
how businesses fulfill their obligations.   

Moreover, tax compliance is not shaped by 
a single determinant but by the interaction of 
multiple factors, including tax knowledge, en-
forceability of laws, system modernization, tax-
payer perception, and economic conditions.  
The results suggest that strengthening tax-
payer education, improving the implementa-
tion and enforcement of regulations, moderniz-
ing tax processes, and enhancing transparency 
and efficiency within the tax system can pro-
mote higher levels of compliance among micro 
food businesses.  Notably, although compliance 
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costs and procedural requirements may in-
crease financial and administrative burdens, 
these factors do not appear to significantly dis-
courage tax compliance. 

 
Recommendation 

Based on the findings of this study, the fol-
lowing recommendations are proposed to en-
hance tax compliance and promote ethical 
business practices among micro food busi-
nesses. 

Businesses, particularly those operating in 
highly urbanized areas such as Imus, are en-
couraged to maximize available resources and 
strengthen their tax literacy.  Improving 
knowledge and understanding of tax regula-
tions can help business owners better comply 
with their obligations and make informed fi-
nancial decisions.  Business owners are also ad-
vised to address perceived compliance costs by 
maintaining organized financial records, plan-
ning ahead for tax payments, and streamlining 
internal processes to minimize the time and ef-
fort required for compliance.  Through these 
proactive measures, businesses can reduce the 
burden associated with tax compliance and im-
prove adherence to tax obligations without ex-
cessive reliance on external assistance. 

For policy makers and implementing agen-
cies, improving tax compliance among micro 
food businesses in Cavite may be achieved by 
enhancing tax education through continuous 
seminars and workshops conducted by the Bu-
reau of Internal Revenue (BIR) and local gov-
ernment units (LGUs).  Consistent enforcement 
of tax laws with clear and fair penalties is like-
wise recommended.  Furthermore, simplifying 
tax modernization platforms by providing 
user-friendly interfaces, clear guidelines, and 
local language options can increase accessibil-
ity and ease of use.  Building trust in the tax sys-
tem through transparent, standardized, and eq-
uitable procedures, along with periodic re-
views of tax rates and administrative pro-
cesses, can further improve efficiency and en-
courage voluntary compliance.  

For future researchers, it is recommended 
to explore additional factors that may influence 
tax compliance, such as personal values, peer 
influence, and varying economic conditions, 
which were beyond the scope of this study.  

Since this research was limited to selected ar-
eas in Cavite, future studies may also consider 
examining other regions and business sectors 
to provide broader and more generalizable 
findings. 
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