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[bookmark: ABSTRACT]ABSTRACT
Micro, Small, and Medium Enterprises (MSMEs) play a significant role in supporting local economic growth, particularly in tourism-based communities. Penglipuran Tourism Village has successfully established a comprehensive cashless financial ecosystem through the widespread adoption of Quick Response Code Indonesian Standard (QRIS). However, many MSMEs have not fully utilized digital transaction data for systematic financial recording and tax administration, limiting their readiness to comply with Indonesia’s digital tax system. This community service program aimed to strengthen MSME tax compliance by integrating digital financial recording with Coretax-based tax literacy, thereby supporting Sustainable Development Goals (SDGs) 8 and 17. The program employed a participatory observation approach involving direct observation and documentation to identify community needs and evaluate program outcomes. The activities were implemented through four stages: initial observation, training, mentoring, and evaluation. The results demonstrated significant improvements in participants’ financial literacy, tax awareness, and bookkeeping practices. MSME owners became more capable of utilizing QRIS-generated transaction data to produce structured financial records, better understood their tax obligations through Coretax, and showed greater readiness to integrate digital financial information into business management and tax administration. This program contributes a practical community empowerment model that connects an existing digital payment ecosystem with digital financial recording, Coretax-based tax literacy, and participatory mentoring. The findings indicate that optimizing digital transaction data through continuous assistance is essential for strengthening MSME tax compliance, improving business governance, and supporting sustainable local economic resilience.
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1. [bookmark: INTRODUCTION]INTRODUCTION
[bookmark: Literature_review]Micro, Small, and Medium Enterprises (MSMEs) play a strategic role in promoting economic growth, job creation, and community welfare in developing countries. In Indonesia, MSMEs contribute significantly to national economic resilience and local economic sustainability, particularly in tourism-based areas. Penglipuran Tourism Village, recognized as one of Indonesia’s leading tourism destinations, has developed a vibrant local economy through MSMEs engaged in culinary products, handicrafts, and creative industries. These enterprises contribute directly to local economic development while supporting Sustainable Development Goal (SDG) 8, which promotes inclusive and sustainable economic growth, productive employment, and decent work (United Nations, 2024).

In recent years, Penglipuran Tourism Village has become an example of community-level digital transformation by implementing a comprehensive cashless financial ecosystem. Tourism-related transactions, including entrance ticket purchases and MSME product sales, are conducted through the Quick Response Code Indonesian Standard (QRIS). In addition, village financial administration has adopted digital payment systems for operational management and community incentive distribution, demonstrating a high level of digital payment integration within the local economy. The widespread adoption of QRIS has strengthened financial inclusion and created opportunities for MSMEs to utilize digital transaction data to improve financial management and tax compliance (Bank Indonesia, 2024).

Despite these favorable conditions, many MSMEs continue to face significant challenges in financial management and tax compliance. One of the most persistent problems is inadequate bookkeeping practices, which hinder business owners from accurately measuring profitability, managing cash flow, and fulfilling tax obligations. Although digital payment transactions are routinely conducted, many MSMEs still record financial transactions manually or inconsistently and rarely utilize digital transaction data as the basis for financial reporting or tax administration. Weak financial literacy and poor accounting practices therefore remain major barriers to improving tax compliance among MSMEs (World Bank, 2024; OECD, 2024).

Digital transformation has emerged as a strategic approach to strengthening MSME financial governance and compliance behavior. Beyond facilitating cashless transactions, digital financial recording systems enable businesses to organize transaction data systematically, improve financial transparency, enhance operational efficiency, and support evidence-based decision-making. Previous studies have demonstrated that digital financial management contributes to improved business sustainability, stronger governance, and greater compliance capacity among MSMEs operating in dynamic economic environments (Kraus et al., 2022; Soto-Acosta, 2023).

In response to increasing economic digitalization, the Indonesian government has accelerated tax administration modernization through the implementation of Coretax, an integrated digital tax administration system designed to improve efficiency, transparency, service quality, and taxpayer compliance by integrating registration, tax reporting, payment, and administrative services into a unified digital platform. The implementation of digital tax administration has been shown to improve administrative efficiency and create opportunities to strengthen taxpayer compliance. However, the effectiveness of Coretax depends not only on digital infrastructure but also on taxpayers’ ability to maintain accurate and systematic financial records that support digital tax administration (OECD, 2024; Okunogbe & Pouliquen, 2022).

Although many MSMEs operating in tourism villages have adopted digital payment technologies, the transition from digital payments to comprehensive digital financial management remains incomplete. In many cases, QRIS is utilized solely as a payment instrument, while transaction data are not systematically transformed into bookkeeping records or financial reports that support taxation. Consequently, limitations in accounting knowledge, financial literacy, and tax awareness continue to prevent MSMEs from fully benefiting from digital financial ecosystems. Without continuous mentoring and practical assistance, digital payment adoption alone is unlikely to strengthen financial governance or improve tax compliance (Nuseir, 2023).

Recent studies emphasize that integrated interventions combining digital financial recording, tax literacy, and participatory mentoring produce stronger outcomes in improving MSME governance and compliance. Community empowerment programs involving collaboration among universities, local communities, and government institutions have also proven effective in strengthening MSME capabilities while supporting sustainable local economic development. Such collaborative initiatives strongly align with SDG 17, which highlights multi-stakeholder partnerships as an essential mechanism for achieving sustainable development (United Nations, 2024).

Despite the growing literature on MSME digital transformation and tax compliance, community service programs that specifically optimize existing digital payment ecosystems for financial recording and Coretax-based tax compliance remain limited, particularly in tourism villages. Most previous initiatives have focused separately on digital payment adoption, financial literacy, or tax education, without integrating digital transaction data into systematic bookkeeping practices that support digital tax administration. This gap highlights the need for a more comprehensive community empowerment approach that bridges digital payment systems with financial management and tax compliance (Soto-Acosta, 2023; OECD, 2024).

This community service program addresses this gap by integrating four complementary dimensions: an existing digital payment ecosystem, digital financial recording, Coretax-based tax literacy, and participatory mentoring for tourism village MSMEs. Rather than introducing digital payment technologies, the program focuses on optimizing the utilization of QRIS-generated transaction data to produce structured financial records that support business governance and tax compliance. This integrated approach is expected to strengthen financial literacy, improve tax awareness, enhance MSMEs’ capacity to utilize digital financial information, and promote sustainable local economic development in alignment with SDG 8 and SDG 17.
2. LITERATURE REVIEW
[bookmark: methods]2.1 Digital Financial Recording and MSME Financial Governance
Digital financial recording has become an essential component of modern MSME management. Compared with conventional bookkeeping, digital financial recording enables business owners to organize financial transactions systematically, improve transparency, and generate reliable financial information for decision-making. Well-structured financial records support business sustainability by facilitating cash flow monitoring, profitability analysis, and financial planning. Furthermore, digital bookkeeping reduces human error and provides accurate financial information that can be utilized for taxation and business evaluation. Digital accounting systems also enhance operational efficiency and support evidence-based managerial decisions, particularly among small businesses undergoing digital transformation. Previous studies have shown that MSMEs adopting digital financial recording demonstrate better financial performance and stronger organizational governance than those relying solely on manual bookkeeping (OECD, 2024; World Bank, 2024).
2.2 Coretax and Digital Tax Administration
The Indonesian government has accelerated tax administration reform through the implementation of Coretax, an integrated digital tax administration system designed to improve efficiency, transparency, and taxpayer compliance. Coretax integrates taxpayer registration, tax reporting, payment, and administrative services into a unified digital platform. The implementation of digital tax administration not only simplifies tax procedures but also enhances government capacity to monitor tax compliance. Nevertheless, the effectiveness of digital taxation depends largely on taxpayers' readiness to maintain accurate financial records that support tax reporting. Therefore, financial literacy and systematic bookkeeping remain fundamental prerequisites for successful Coretax implementation among MSMEs (Okunogbe & Pouliquen, 2022; OECD, 2024).
2.3 QRIS and the Digital Financial Ecosystem
The Quick Response Code Indonesian Standard (QRIS) has become one of Indonesia's major digital payment innovations for promoting financial inclusion and supporting the digital economy. QRIS enables standardized cashless transactions across various financial service providers while improving transaction efficiency for businesses and consumers. Beyond facilitating payments, QRIS generates digital transaction records that can serve as valuable financial information for bookkeeping and business analysis. However, many MSMEs continue to utilize QRIS primarily as a payment instrument without integrating transaction data into financial recording systems. Consequently, the potential of QRIS to strengthen financial governance and tax compliance has not been fully realized (Bank Indonesia, 2024; Bank for International Settlements, 2023).
2.4 Community Empowerment for MSME Digital Transformation
Community empowerment emphasizes participatory approaches that actively involve beneficiaries throughout the planning, implementation, and evaluation processes. In MSME development, participatory empowerment combines capacity building, practical mentoring, and continuous assistance to improve business capabilities. Previous studies have demonstrated that mentoring-based interventions produce more sustainable behavioral changes than one-time training because participants directly apply newly acquired knowledge to their business activities. Integrating digital financial recording, tax literacy, and participatory mentoring is therefore expected to strengthen MSMEs' financial governance, improve tax compliance, and support sustainable local economic development. Such collaborative initiatives are also aligned with Sustainable Development Goal (SDG) 8, which promotes sustainable economic growth and productive employment, and SDG 17, which emphasizes multi-stakeholder partnerships for sustainable development (United Nations, 2024; United Nations Development Programme, 2023).
3. METHODS
[bookmark: RESULTS]This community service program employed a participatory observation approach to identify community needs, understand existing financial management practices, and evaluate the implementation of the intervention program. Participatory observation was selected because it enables researchers to interact directly with community members while observing real business practices within their natural setting. This approach provides contextual insights into MSMEs' financial management, tax compliance behavior, and utilization of digital financial systems (Creswell & Guetterman, 2021; Yin, 2023).

The program was conducted in Penglipuran Tourism Village, Bali, Indonesia, in July 2026. The location was selected because of its strong tourism-based economy, the significant number of MSMEs operating in culinary, handicraft, and local creative industries, and its well-established digital payment ecosystem. Penglipuran has widely implemented Quick Response Code Indonesian Standard (QRIS) as the primary payment method for tourism-related transactions, providing an appropriate context for examining how digital transaction data can be utilized to strengthen financial recording and tax compliance among tourism-based MSMEs.

The participants consisted of MSME owners and business operators who voluntarily participated in the community empowerment program. Program implementation followed four sequential stages: (1) initial observation, (2) training, (3) mentoring, and (4) evaluation.

Data were collected through participatory observation and documentation. Initial observations focused on participants’ bookkeeping practices, financial management behavior, tax compliance awareness, digital financial literacy, and the utilization of digital transaction systems in daily business activities. In addition, observations examined the implementation of Penglipuran’s digital financial ecosystem, including the use of QRIS for tourism services, MSME transactions, and village financial administration, to understand how existing digital payment practices could support financial recording and digital tax administration.

Documentation was collected throughout the program, including attendance records, training materials, mentoring activities, participants’ bookkeeping practices, photographs of activities, and supporting evidence related to the implementation of QRIS-based transactions and digital financial administration. These documents served to validate observations and support program evaluation.

The research instruments consisted of observation sheets, field notes, and documentation records. Observation sheets were designed to assess four indicators: (1) financial recording practices, (2) tax awareness, (3) digital financial literacy, and (4) utilization of digital transaction systems. Field notes were used to document contextual findings, participant responses, and implementation challenges encountered during the program.

Data were analyzed using descriptive qualitative analysis following an interactive qualitative analysis process involving data condensation, data display, and conclusion drawing, which enables researchers to interpret field findings systematically (Miles et al., 2020; Yin, 2023). Data reduction involved selecting findings relevant to financial recording, tax literacy, utilization of digital payment systems, and Coretax readiness. The findings were subsequently presented through descriptive narratives and comparative summaries before conclusions were drawn regarding the effectiveness of the community empowerment program.

The initial observations revealed two contrasting conditions. At the institutional level, Penglipuran Tourism Village had successfully established a comprehensive cashless financial ecosystem through QRIS-based transactions and digital village financial administration. Tourism revenue generated from entrance tickets was managed under a formal revenue-sharing mechanism between Penglipuran Traditional Village and the Bangli Regency Government, while village revenues were allocated to operational activities, public facility maintenance, cultural preservation, and traditional religious ceremonies. However, at the MSME level, many business owners continued to rely on manual bookkeeping, demonstrated limited understanding of digital financial recording, and had low awareness of Coretax despite routinely using digital payment facilities. Most participants had not yet transformed digital transaction data into structured financial records that could support tax reporting and business decision-making.

Based on these observations, the community service program was designed to provide training and participatory mentoring on digital financial recording and Coretax-based tax literacy. Rather than introducing digital payment technologies, the intervention focused on optimizing the utilization of existing QRIS transaction data to produce systematic financial records that support business governance and digital tax administration. The expected outcomes included improved financial literacy, more structured bookkeeping practices, enhanced tax awareness, greater readiness to utilize Coretax, and stronger integration of digital financial information into MSME business management.
4. RESULTS
4.1 Initial Community Conditions Before Program Implementation
The initial observation revealed several challenges faced by MSMEs in Penglipuran Tourism Village related to financial management and tax compliance. Most MSME owners still relied on conventional bookkeeping practices, with financial transactions recorded manually in notebooks or not recorded consistently. This condition created difficulties in monitoring cash flow, calculating business profits, preparing financial statements, and supporting tax reporting.
In addition, tax compliance awareness among participants was relatively low. Most participants had limited understanding of tax obligations, tax reporting procedures, and digital tax administration systems, particularly Coretax. Several participants stated that tax reporting was often perceived as complicated due to limited knowledge and the absence of continuous technical assistance.
The observations also revealed an interesting contrast between the village-level digital ecosystem and MSME financial management practices. Penglipuran Tourism Village has successfully implemented a comprehensive cashless financial ecosystem through the widespread adoption of Quick Response Code Indonesian Standard (QRIS). Cashless transactions have become the standard payment method for entrance tickets, purchases of handicrafts, culinary products, and other MSME products. Furthermore, village financial administration, including operational management and incentive payments to local residents, has also been conducted digitally. Revenue generated from tourism entrance tickets is distributed under a formal revenue-sharing agreement, allocating 60% to Penglipuran Traditional Village and 40% to the Bangli Regency Government. The village utilizes its revenue allocation to finance operational activities, improve public facilities, preserve cultural heritage, and support traditional religious ceremonies.
Despite the existence of this mature digital payment ecosystem, many MSME actors had not yet utilized digital transaction data to produce structured financial records or support tax administration. Although participants were familiar with smartphones and QRIS-based payments, digital tools were rarely used for bookkeeping, financial reporting, or tax management. This finding indicates that the primary challenge was no longer the adoption of digital payment technology, but rather the optimization of digital transaction data to improve financial governance and tax compliance.
4.2 Implementation of Community Empowerment Activities
The community service program was implemented through four main stages: initial observation, training, mentoring, and evaluation.
The first stage involved direct observation and problem identification to understand the actual challenges experienced by MSME actors. Besides assessing bookkeeping practices and tax literacy, the observation documented the implementation of Penglipuran's digital financial ecosystem, including QRIS-based payment systems and digital village financial administration. These findings enabled the implementation team to design interventions that addressed the actual gap between digital payment adoption and financial management practices.
The second stage focused on training related to digital financial recording and tax literacy. Participants were introduced to the importance of structured bookkeeping, separation of personal and business finances, and the role of accurate financial records in supporting tax compliance. The training also provided practical explanations regarding Coretax and demonstrated how digital transaction data generated through QRIS could be transformed into organized financial records to facilitate tax administration.
The third stage consisted of intensive mentoring sessions. Participants practiced recording daily business transactions using digital bookkeeping tools while utilizing actual QRIS transaction data generated from their businesses. They also learned how systematic financial records could support tax reporting and improve business decision-making. Interactive discussions enabled participants to identify practical challenges and receive direct assistance in implementing digital bookkeeping practices.
The final stage involved program evaluation to assess improvements in financial literacy, bookkeeping practices, tax awareness, digital readiness, and participants' ability to utilize digital transaction data for financial management and tax compliance.
4.3 Results After Program Implementation
The program produced significant improvements in participants’ financial management capabilities and tax compliance readiness. Following the training and mentoring activities, MSME owners demonstrated a better understanding of structured financial recording and recognized its importance for business sustainability. Participants became more capable of recording income, expenses, and daily business transactions systematically using digital bookkeeping methods.
Substantial improvement was also observed in tax literacy. Participants demonstrated greater awareness of tax obligations and improved understanding of Coretax as Indonesia's digital tax administration system. They expressed increased confidence in managing tax-related responsibilities and acknowledged that accurate financial records simplify tax reporting and strengthen business credibility.
Another important outcome was the optimization of the existing digital payment ecosystem. Prior to the program, QRIS was primarily used as a payment facility without being integrated into financial recording practices. After the intervention, participants began utilizing digital transaction data generated through QRIS as the basis for bookkeeping and financial reporting. This change represents an important shift from merely adopting digital payment technology to leveraging digital financial information for better business governance and tax compliance.
[image: ]
Overall, the program demonstrated that integrating digital financial recording with Coretax-based tax literacy effectively complements Penglipuran's existing cashless ecosystem. The intervention strengthened MSMEs' capacity to transform digital transactions into organized financial information that supports business sustainability and tax compliance.
5. DISCUSSION
[bookmark: Conclusion]The results indicate that integrating digital financial recording with Coretax-based tax literacy effectively improved MSMEs' readiness for tax compliance. The program successfully addressed key challenges related to financial recording, tax literacy, and the utilization of digital transaction data for business governance. These findings demonstrate that strengthening financial management capabilities is an essential prerequisite for improving tax compliance among MSMEs. Similar findings have been reported by Okunogbe, Oyebola and Pouliquen, Victor (2022), who concluded that accurate financial records and digital tax administration significantly improve voluntary tax compliance by reducing administrative complexity and increasing transparency.

An important contextual finding from the initial observation is that Penglipuran Tourism Village has already established a mature digital financial ecosystem through the widespread implementation of QRIS-based cashless transactions. Digital payments have become the standard method for tourism-related transactions and village financial administration. However, the observation revealed that although digital payment infrastructure was well established, many MSMEs had not yet transformed digital transaction records into structured financial reports or utilized them to support tax administration. This finding highlights that the existence of digital payment technology alone does not automatically improve financial governance or tax compliance. This observation is consistent with the OECD Digital Economy Outlook 2024, which emphasizes that digital infrastructure must be accompanied by organizational capability and digital skills to generate tangible improvements in business performance (OECD, 2024).

One of the most significant outcomes of the program was the successful optimization of the existing digital ecosystem. Rather than introducing new payment technologies, the intervention focused on enabling MSME owners to convert QRIS-generated transaction data into systematic digital financial records. Participants gradually recognized that structured bookkeeping not only supports internal business management and financial decision-making but also simplifies tax reporting and facilitates compliance with the Coretax system. This finding emphasizes the strategic relationship between financial literacy, digital bookkeeping, and tax compliance behavior. Similar conclusions have been highlighted by the World Bank (2024), which identifies financial management capability as one of the principal determinants of MSME resilience and long-term business sustainability.

Another important finding was the positive response toward digital transformation when accompanied by continuous mentoring and practical guidance. Although participants were already accustomed to using digital payment applications, many had limited experience in applying digital tools for bookkeeping and tax management. The mentoring process accelerated their ability to integrate digital transaction data into daily financial recording practices, suggesting that successful digital transformation depends not only on technology availability but also on sustained capacity-building and user-centered assistance. This finding aligns with the United Nations Development Programme (2023), which emphasizes that digital inclusion initiatives are most effective when technology adoption is complemented by continuous capacity development and community empowerment.

Community participation was another major factor contributing to the program's success. MSME actors actively participated throughout the observation, training, mentoring, and evaluation stages, enabling the implementation team to design solutions that directly addressed local needs. This participatory approach enhanced knowledge transfer, strengthened participants' confidence in applying digital financial practices, and increased the sustainability of the intervention. Previous studies have similarly demonstrated that participatory community empowerment promotes stronger ownership, knowledge transfer, and sustainable behavioral change among MSMEs (United Nations, 2024).

The program also generated broader impacts on the local community. Improved financial recording practices are expected to strengthen business sustainability, increase financial transparency, support better managerial decision-making, and enhance the resilience of MSMEs operating in Penglipuran Tourism Village. Furthermore, improved tax literacy and the ability to utilize digital financial records contribute to stronger integration of MSMEs into Indonesia's formal tax system, supporting more effective tax administration. These outcomes support the recommendations of the OECD Tax Administration 2024, which highlights that digital bookkeeping and taxpayer capability are fundamental components of effective digital tax administration (OECD, 2024).

Overall, the findings demonstrate that the digital transformation of MSMEs requires more than the availability of digital payment infrastructure. The Penglipuran case illustrates that even within a village that has successfully implemented a comprehensive cashless ecosystem, MSMEs still require assistance in converting digital transaction data into meaningful financial information that supports tax compliance. Therefore, integrating digital financial recording with Coretax-based tax literacy represents an effective community empowerment model that complements existing digital ecosystems while strengthening MSME governance. These outcomes contribute directly to SDG 8 by promoting sustainable economic growth and decent work, and to SDG 17 by strengthening collaborative partnerships between higher education institutions, local communities, and government stakeholders (United Nations, 2024).
6. CONCLUSION
This community service program demonstrated that integrating digital financial recording with Coretax-based tax literacy effectively improved tax compliance readiness among MSMEs in Penglipuran Tourism Village. Rather than introducing digital payment technology, the program addressed the critical gap between the village's well-established cashless ecosystem and the limited utilization of digital transaction data for financial recording and tax administration. The intervention successfully strengthened MSMEs' capacity to transform digital transactions into structured financial information that supports both business management and tax compliance.

The findings showed significant improvements in participants' financial management capabilities, tax awareness, and understanding of Coretax following the implementation of the program. MSME owners became more capable of recording business transactions systematically, utilizing QRIS-generated transaction data for bookkeeping, and recognizing the importance of accurate financial records in fulfilling tax obligations. These improvements demonstrate that digital payment infrastructure alone is insufficient to strengthen tax compliance unless it is accompanied by adequate financial literacy, digital bookkeeping skills, and continuous mentoring.
The impacts of this community empowerment program extend beyond improvements in individual business performance. Better financial recording practices enhance business sustainability, improve financial transparency, support evidence-based decision-making, and strengthen MSMEs' readiness to participate in Indonesia's digital tax administration system. At the community level, these outcomes contribute to greater economic resilience in Penglipuran Tourism Village while reinforcing the sustainability of its digitally integrated tourism ecosystem.

This program also produced a practical community empowerment model that integrates four complementary dimensions: an existing digital payment ecosystem, digital financial recording, Coretax-based tax literacy, and participatory mentoring. The findings suggest that successful MSME digital transformation requires not only access to digital infrastructure but also the capacity to convert digital transaction data into meaningful financial information that supports business governance and tax compliance. This integrated model may serve as a replicable framework for community empowerment initiatives in other tourism villages and MSME-based communities that have adopted digital payment systems but continue to face challenges in financial management and taxation.

For future community service programs, it is recommended to extend the mentoring period, strengthen collaboration with local governments, tax authorities, and financial institutions, and incorporate more advanced digital bookkeeping applications integrated with digital payment platforms. Future initiatives may also evaluate the long-term impact of integrating digital payment ecosystems with financial recording and tax administration across different tourism destinations and MSME sectors. Such efforts will further support the achievement of SDG 8 through sustainable economic growth and decent work, as well as SDG 17 by fostering stronger partnerships among universities, government institutions, and local communities.
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