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Taxpayer Sensitization :

Taxpayer Print Education:

Taxpayer Online Education:

Revenue Collection:

Taxpayer education:

Tax Reform:

DEFINITION OF TERMS

These are usually workshops held to inform taxpayer on
tax compliance issues and is done under the taxpayers’
engagement strategies aimed at teaching the populaces
procedures and the motives of paying tax (Pere, 2019).

This refers to disseminating printed material which
includes newspapers and magazines (Achieng’, 2014)
whereas the government uses them to provide tax
information and education to the populace with an aim
of encouraging voluntary tax compliance hence

improve revenue collection.

This is usually done by the government whereas it takes
advantage of technology to disseminate tax information to
sensitize taxpayers on important tax matters such as filing

their annual returns. (Gitaru, 2017)

Is the process through which the government generates
finance mainly through tax collection from its citizens
to fund its development agendas (OECD, 2018).

Taxpayer education refers to the process of teaching the
populaces the procedures and taxes processes which

gives them the motivation to pay tax (Aksnes, 2014).

These are legislated processes put in place by the state
aimed at achieving accountable and transparent tax
administration and better policies to stimulate revenue
collection (Ondimu, 2015).
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ABSTRACT

Taxpayer education plays a vital role in improving voluntary tax compliance maximizing
revenue collection to meet the social responsibilities and accelerate economic growth aimed at
achieving vision 2030. The major task facing the tax authorities across the globe is the effort to
motivate taxpayers to comply with all the existing tax laws. The study therefore sought to
investigate effect of taxpayer education on revenue collection by Kenya Revenue Authority
among small and medium enterprises in Mvita Sub-County. The specific objectives guiding the
study were to assess the effect of the taxpayer sensitization on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Mvita Sub-County. To determine the
effect of taxpayer print education on revenue collection by Kenya Revenue Authority among
small and medium enterprises in Mvita Sub-County. To evaluate the effect of taxpayer online
education on revenue collection by Kenya Revenue Authority among small and medium
enterprises in Mvita Sub-County. The main theories were psychological theory, the theory of
optimal taxation, and institutional theory and adopt descriptive cross-sectional study. The target
population was 1557 small and medium sized enterprises in the Mombasa County database and a
sample size of 318 small and medium sized enterprises was selected using Cluster sampling
method. Structured questionnaire was used to collect data while descriptive and inferential
statistics used to analyze the findings. Quantitative data was collected, tabulated, coded and
analyzed using Statistical Package for Social Sciences version 25. The findings led to the
conclusion that Taxpayer sensitization, Taxpayer Print Education and Taxpayer Online
Education positively influenced tax collection by Kenya Revenue Authority in Mvita Sub-
County. The study therefore concludes that taxpayer education especially the Taxpayer Online
education and the Taxpayer sensitization are important aspect in the field of tax collection and
administration. It therefore requires Kenya Revenue Authority to employ the most efficient
education strategies such as tax clinics, tax seminars and social media campaigns in promoting
tax awareness amongst the taxpayers in order to increase the revenue collection. The government
should invest in promoting taxpayer education channels in terms of, Taxpayer Sensitization,
Taxpayer Print education and Taxpayer Online education in ensuring that tax compliance is
enhanced. Further studies should be done about the effect of taxpayer education on revenue
collection in those other industries and sectors. In addition, a repetition of this study should be
conducted in other parts of the country and using a combination of other data-collecting
instrument such as interviews and focus group discussions to so as to come up with a conclusive
results and evidences.
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CHAPTER ONE

INTRODUCTION
1.1 Background of the Study
Taxpayer education refers to the process of teaching the populaces the procedures and taxes
processes and the motives of paying tax (Aksnes, 2014). This implies that the prime existence of
taxpayer education is to inspire voluntary compliance among taxpayers by impacting knowledge
regarding to tax laws. It will equip them with appropriate education on tax issues, leading to
voluntary tax compliance and reduce administration cost. This will minimize the conflicts
between taxpayers and administrators on matters to do with compliance, which has always been

a problem to everyone in society.

Education has been inseparable from human life, ever since the emergence of civilization as
humanities have tried to mold characters to be capable of relating effectively and meaningfully
into various environmental aspects and ways of life (Aksnes, 2014). As development progressed
and expanded, composite institutions and problems developed that needed similar composite
solutions typically like adoption of ICT in tax administration. Taxpayer education developed
from the ever increasing recognition that management training is important in comparison to

capital, technology and machines for growth of human capabilities. (Macharia, 2014).

Tax education in United States of America involves the involvement of a numeral of
fundamental groups. They include lawmakers, tax experts, academic institutions, spiritual
organizations and taxpayer advocacy groups, such as the Office of the National Taxpayer
Advocate. Their triumph will be subject to availability of financial resources, and funding of the
Internal Revenue Services and several essential groups involved in the course. A well planned
program and lesson plans on taxation are initiated in schools to provide basic tax education.
Learners will not only develop superior understanding of taxation, but also awareness and
obligation of their constitutional responsibilities in respect to taxation. They appreciate the role
of taxation, why sates impose and collect taxes, the amenities delivered by state, ways of
legitimately minimizing their tax liabilities, and significantly, the futility of avoiding tax.
Enlightened scholars will develop a healthier attitude towards taxation, reduce their propensity to
avoid taxes, consequently, decrease the enormous cost on enforcement by the Internal Revenue
Services (Nwanna & Richards, 2010).



Greece have recently discovered that schools can play a big role to help improve tax compliance
and boost tax morale hence taken the lead with plans to promote the use of this ambitious
European Union tool in public schools nationwide. Officials spearheading this effort have also
noted the importance of introducing taxes to younger audiences in an engaging manner using
new technologies, cartoons, attractive info-graphics and short videos that encourage interaction
and active participation. Promoting tax compliance is more than ensuring citizens pay their taxes
on time but also aid in building a culture of ethics and compliance designed at educating the

citizens about tax and how it affects our lives (Stelios, 2015).

China followed suit with an education reform which was enacted by the Education Commission
to encourage learners’ self-responsibility, acceptance, and ethical conduct. Due to the education
reforms, numerous common learning courses have been established. They covers an extensive
variety of topics connected to taxation with a view of supplementing the prevailing introductory
tax courses that emphasizes predominantly on the technical taxation aspects. These modifications
in tax education system thus affords them with tremendous background to recognize two diverse
tax education techniques and opportunity to scrutinize their corresponding influence on

taxpayers’ compliance choices (Wong & Wylo, 2015).

African states have not been left behind thus they have undertaken initiatives stretching through
old-fashioned and social media, to classroom-type teachings on tax education, which are
practical soft substituting to the customary enforcement through audits and fines (Gitaru, 2017).
National taxpayers’ day and yearly tax movements, done in most African states conglomerate
various components such as recognition of tax officials, broad ethical pleas and sentience
campaigns on the significance of tax payment. Ever since 2011, sessions in Burundi have
majorly focused on increasing tax knowledge, coupled with an equivalent yearly occasion on
taxpayer identification number registration campaigns. Mozambique’s core purpose of the yearly
drive since 2010 ‘Together We Make Mozambique’ was to familiarize all residents with tax
issues, precisely pursuing the informal sector persuading them to register for a distinctive
taxpayer identification number. While in Senegal, numerous undertakings are scheduled on
campaign days targeting primarily the informal sector predominantly through conferences, where
the populaces interact with tax officials and the media such as newspapers, radio and television
(Mascagni & Santoro, 2018).



Tax education done in learning institutions share numerous characteristics across countries for
example Mauritius and Rwanda have established tax clubs in schools that promote dialogs on tax
among learners (OECD, 2015). Africans have remodeled tax as an entertaining subject and use
the broadcasting to reach and involve the public and its branded tax edutainment. Their aim is
take tax education to the grassroots by embracing a relaxed and non-confrontational tactic
consequently motivating take-up. This involves fictitious programs although incidents are guided
by real life occurrences but presented comically, with the intention of making taxation clear to
the citizens. Tax edutainment has advanced in Africa and countries have benefited from the
experience of engaging residents in a creative way. For example Nigerian has a tax soap opera,
‘Binding Duty’ which is a prime time show on national television, and ‘Tax Matters’ a 25-
minute skit which is on its 20" season on YouTube (OECD, 2015). Radio platforms on tax issues
are also pervasive. In Rwanda, a weekly tax show has been aired since 2010 while Zambia

revenue authority has a weekly one hour radio show on taxation.

East Africa Community taxpayer education in schools has also gained prominence with the
content typically covering basic tax issues that residents encounter such as value added tax,
excise duty and income tax (Achieng’, 2014). For example, forming tax clubs in academic
institutions to encourage constructive discussions on tax issues among the learners. Inter-school
competitions are also held annually between tax clubs where the best are awarded from different
schools hence encouraging constructive competition and criticism among the scholars. Since it
was launched, it has attracted more than 25,000 students and 400 teachers in Kenya and the
number is projected to double in the near future as it has gained prominence amongst learners.
While in Tanzania, 184 tax clubs have been created attracting more than 10,200 students. This
has so far managed to change the perceptions of taxpayers towards the tax system since the

program has induced clarity on basic issues about taxation from an early age (OECD, 2015).

Tax training and seminars have also gained prominence in East Africa, the Uganda Revenue
Authority (URA) organizes tax clinics that are fundament workshops for particular groups of
taxpayers. The teaching materials on taxation are circulated through use of presentations,
flipcharts and brochures with the principal objective of furnishing taxpayers with awareness of
their compliance commitments. The country has had over 250 tax clinics with an average

attendance of 70 taxpayers in each session. Large forums and tax workshops and are done two
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times annually in Tanzania, aimed at sharing tax information with particular groups, such as
importers, exporters and other business agents. Nevertheless, in spite of the huge participation,
targeted audience and outreach remains a problem for instance, several taxpayers in Tanzania

and Uganda have testified to have never received any tax training (Lubua, 2014).

Kenya Revenue Authority was legislated in the year 1995 as part of the administration reforms to
be the principal revenue collector on behalf of the Kenyan government. Its primary goal is to
bring the country into financial autonomy through effective and efficient tax revenue
mobilization. Its purpose is to assess, administer, collect, and enforcement all laws and
regulations related to revenue and its core values are trustworthy, ethical, competent and helpful
(KRA, 2015). It is divided into departments with Domestic Taxes Department (DTD) charged
with the duty to collect and account for domestic taxes. The department is headed by a
Commissioner who is accountable for collection of domestic taxes, manage departmental
resources and budgets, motivate staff to deliver high impact performance and counter possible

and potential tax evasion.

Kenya Revenue Authority has laid all the necessary mechanisms and structures to collect
revenue proceeds from the mining, as it is an emerging sector, refurbish enforcement approach to
address cyber-crimes, safeguard revenue and enhance voluntary compliance. Fundamental
initiatives undertaken comprises of; Application of automated risk-based audit through all tax
categories with electronic selection and flagging compliance risks; Use of electronic third party
statistics to intensify prospective of exposure of non-registered tax-payers. Increasing the
collection of businesses activities for which the personal identification number (PIN) will be
mandatory for use as a means of increasing the potential for detection. This will force voluntary
compliance from persons since their businesses activities can be easily monitored by the revenue
authority. In addition, persons who do not have personal identification numbers will find it hard
to transact consequently force them to apply for their Kenya Revenue Authority PIN certificate

to enable them carry out their businesses smoothly.

In many economies around the globe, small and medium enterprises have developed as the
probable and untapped tax sources which will aid in addressing their bedeviling fiscal needs

(Musyoka, 2019). There is no universal definition for small and medium enterprises since the



definition relies upon who is characterizing it and where it is being characterized (Mwiti, 2016).
In the US, the higher limit size for small and medium enterprises is set at 500 employees for
most manufacturing and mining industries, in the European Union, small and medium enterprises
employs up to 250 people while in China, small and medium enterprises can comprise of
reasonably larger firms like industrial SMEs can have up to 2,000 employees (Atawodi & Ojeka,
2012). SME Act 2012, defines small enterprise as entities that have sales of between Ksh 500,
000 — Ksh 1 million a year, or has 10-50 employees while medium enterprise has sales between
Ksh 1million — Ksh 5 million a year or has 51-99 employees. Thus, built on the above diverse
characterizations, this research considers small enterprises as firms size with workers between 10

and 49 while the medium enterprises firms have workers between 50 and 150 employees.

Mvita Sub County is a sub division on Mombasa County with five wards namely; Mji wa
Kale, Tudor, Tononoka Ward Shimanzi, and Majengo. It has a population of 143,128 people
according to the Kenya National Census 2019 majority of whom work as or are employed in the
SMEs across the Sub-County. The major economic undertakings done around the area are
predominantly by small and medium size enterprises who operate in practically all divisions of
the economy ranging from service sector, trade and manufacturing. Some of these small and
medium enterprises are formally registered while other are not, an informal sector comprising of
both semi-skilled and skilled business enterprises (KNBS, 2012). The small and medium
enterprises’ operating within Mvita Sub-County cut across all lines of business including
transport, hospitality, catering, pharmaceuticals & health services, real estate, clearing and
forwarding among others (Mohammed & Rugami, 2019). Increased taxpayer education will
furnish these small and medium enterprises with adequate tax knowledge and skill to file correct

tax return and be familiar with tax laws and regulations hence be tax compliant.

1.2 Statement of the Problem

Kenya Revenue Authority held its 4" Annual Tax Summit at Kenya School Kenya School of
Monetary Studies in Ruaraka themed “How Tax Base Expansion is Key to the Big 4 Agenda.”
One of the sessions focused on tax education which should be intensified to create awareness as
many of the small traders still don’t have adequate tax information and the tax obligations they
have. It was concluded by Mr. Silas Santiago, a tax audit advisor for the Internal Revenue

Service of Brazil who highlighted steps in terms of policy their government had taken to bring in
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the informal sector. He mentioned the need to adopt policies that are specific to the SME sector.
Stimulating the competitiveness of Kenya’s SMEs will reinforce the nation’s determination to
realize vision 2030 goal realization, our long-term growth plan. The needs and strengths of
SMEs differ across sectors hence policies should be fashioned precisely for each specific sector
instead of adopting a ‘one-size-fits-all approach’ (ITC, 2019). These policies should include tax
policies which will allow the small and medium enterprises to flourish. With the rise in their
prominence, they are expected to contribute to increased tax collection.

Despite the crucial part played by SMEs in raising tax revenues and the tremendous growth
experienced in this sector, the tax gap within this sector is still very high reaching about 33.1% to
35% (Mohammed & Rugami, 2019). This has been attributed to among other factors low
voluntary compliance levels amongst the players in the sector. To deal with this trend, the
government has over the years instituted various tax reforms which are meant to promote
voluntary tax compliance within the sector and beyond. Among the reforms is taxpayer
education whose objectives are three fold: raise awareness regarding the tax laws; alter
taxpayer’s attitude towards taxation and improve voluntary compliance leading to increase in tax
collection. Notwithstanding these measures, annual revenue targets have not been met. In
2017/2018, Kenya Revenue Authority missed its target by 95.2 billion shillings collecting 1.44
trillion shillings against a projected target of 1.53 trillion shillings. Nevertheless, the
consequence of taxpayer education on revenue collection has not been fully achieved hence, this

study sought to clarify these outcomes.

There are few studies done on the effect of taxpayer education on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Kenya. Gitaru (2017) looked at the
effect of taxpayer education on tax compliance in Kenya while Gotora & Mokaya (2018), looked
at the influence of taxpayer education on voluntary tax compliance in Tanzania and Pere (2019),
focused on the communication channels and tax compliance in Kenya by small taxpayers in Nairobi
City County. What is not clearly brought out among these studies is the effect of taxpayer
education precisely among the small and medium enterprises. With the unique operations and
environment of the SMEs, they pose a risk to voluntary compliance calling for taxpayer
education, one of the tax reforms to be utilized with an aim of boosting voluntary tax

compliance. This is to supplement strategies such as audit, investigations and penalties have been
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relied upon since they cost a lot of money and time. While an attempt was made to establish the
role of education in voluntary tax compliance, there required further studies. There was need for
further studies to be carried out in order to bridge the existing knowledge gap on taxpayer
education and revenue collection in Kenya. This study will therefore be carried out to promote
understanding on effect of taxpayer education on revenue collection among small and medium

enterprises in Mvita Sub-County.

1.3 Objective of the Study

1.3.1 General Objective

To investigate the effect of taxpayer education on revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County.

1.3.2 Specific Objectives
I.  To assess the effect of taxpayer sensitization on revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County.
ii. To determine the effect of taxpayer print education on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Mvita Sub-County.
iii. To evaluate the effect of taxpayer online education on revenue collection by Kenya

Revenue Authority among small and medium enterprises in Mvita Sub-County.

1.4 Research Questions
i.  How does taxpayer sensitization affect revenue collection by Kenya Revenue Authority
among small and medium enterprises in Mvita Sub-County?
ii. How does taxpayer print education affect revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County?
iii. How does taxpayer online education affect revenue collection by Kenya Revenue

Authority among small and medium enterprises in Mvita Sub-County?



1.5 Justification of the Study

The findings of this study were of greater significance to numerous collaborators comprising the
government or Kenya Revenue Authority, populaces, and the academicians. In the first place, the
outcomes are valuable to Kenya Revenue Authority in the formulation of policies and legislation to
address and revitalize the taxpayer education network and also check whether the actions they have
structured are accomplishing the intended purposes. The findings were helpful to the citizens as it
served as an eye-opener on the effect of taxpayer education on revenue collection. The study has
also aided at adding knowledge to the body of research hence other researchers and scholars will
be able use these findings to further their studies in this field. Finally, to the ace, the summit of this

examination circulated the study and therefore a remarkable personal accomplishment.

1.6 Scope

The purpose of this research was to investigate effect of taxpayer education on revenue
collection by Kenya Revenue Authority among small and medium enterprises in Kenya. The
study was limited to assessing the effect of taxpayer education reforms, technological tax
reforms and administrative tax reforms. Physically, the study was carried out in Mombasa County
Kenya for simplicity of data gathering since a reasonably lesser topographical region was covered

and it was conducted during the period of August 2020.

1.7 Limitation of the Study
The main challenge was inputting the data collected into the Statistical Package for Social
Sciences and later interpretation of the results generated. To correct this challenge, the researcher

consulted an SPSS professional to guarantee generation and analysis of results correctly.

The other challenge was the global pandemic of Covid-19 outbreak which made respondents fear
handling the questionnaires as they might be exposed to the virus. To alleviate this, the
researcher assured them that strict safety measures were observed in line with the ministry of
health guidelines such wearing of face masks, using hand sanitizers and social distancing among

others.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction
This is the backbone of any academic research (Ogola, 2018). It looked at the theoretical review,
conceptual framework and review of variables, empirical review and critique of existing

literature, research gaps and a summary for the whole chapter

2.2 Theoretical Review
It discusses the various theories that scholars have come up with to explain various models,
which include psychological theory, the theory of optimal taxation, and institutional theory.

2.2.1 Psychological Theory

Psychology theory implies that tax obligations are conformed to due to the influence of
psychological factors such as ethics and morality as key among other factors. Psychology theory
highlights on altering taxpayers’ assertiveness to tax structures to increase compliance whereas
economic theories place emphasis on augmented audits and imposition of punishments to
discourage non-compliance. This theory emphasize that, taxpayers will conform with the tax
laws even when the probability of detection is marginal. Tax morale is dubbed as the single
factor that influences a person to conform to tax obligations. As a basis of tax conduct, tax ethics

resolve at explaining just how a taxpayer’s moral impacts his tax performance (Mwiti, 2016).

Tax evasion can be accredited to the tax morale hence taxpayers would be persuaded to be tax
compliant if their colleagues condemn tax evasion. Taxpayers are most probable to conform to
their tax responsibilities if their families, relations and associates fulfill these commitments of
paying their tax on time. Likewise, taxpayers will avoid tax payment when they sense other
persons are successfully getting away with tax elusion hence in simple terms, a culture that
accepts tax evasion would encourage tax evasion. Taxpayers will in the long run conform to their
tax commitments when they sense that the government is democratic, truthful, and participatory
and also when the taxpayers feel that they play an important part in governance (Musyoka,
2019).



Psychology theory is significant to this study because most of the nations are compelled by the
aspiration to intensify tax compliance. Psychology based taxpayers, it is done in most cases by
intensifying taxpayer education and decreasing operational costs of filing revenues by
application of technology. Musyoka (2019), contended that amnesty and participation in
techniques of enlightening the taxpayers and populaces on the processes and legal repercussions
of avoidance. The criticism of Psychology theory is the difficulty to accurately quantify the
ethical and morality of taxpayers hence challenging for the government to timely increase or

reduce compliance measures.

2.2.2 Economic Deterrence Model

The proponents of this model were Allingham and Sandmo in 1970s. The model which is
founded on the economic theory compliance generally emphasizes on deterrence which can be
achieved through punitive and persuasive. That is might take the form of increasing the
likelihood of detection, increasing the tax rate or through the imposition of harsh punishments.
On the other hand, it might take a friendlier and more inclusive form of enhanced education,
enlarged publicity, advertising and incentives. (Devos, 2013). The economic description of tax
compliance views taxpayers as risk-taker persons in search of utility maximization who only
decide to avoid tax each time they predict the gain exceeding the cost. These call for severer

measures to discourage perpetrators such as audit and heavy penalties.

Several scholars suggest that persons are anticipated to contemplate the undefined paybacks of
fruitful avoidance alongside the possibility of detection and punishment. Subsequently, penalty
structure forms part of the punishment, and is a precarious influence in a persons’ choice to
avoid tax (Watuka, 2018). This model accomplishes that revenue collection relies most on tax
audits, penalties and fines implying that taxpayers simply pay taxes since they fear being
punished by the state. Consequently, intensification of sanctions or related reprimand such as
fines and penalties will minimize tax avoidance intensifying revenue collection. Becker (2018),
noted that penalizing and prosecution of tax offenders are a times uneconomical leading to social
loss, hence should be abolished and adopt frequent tax profiling and audits as the main tools

since they increase chances of a tax evader being detected thus discouraging them.
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Economic deterrence model is significant to this since the government is seeking to change the
attitude and behavior of taxpayers through education and sensitization campaign on importance
of paying taxes. KRA has for an extensive period of time has been viewed as an enforcement
agency by taxpayers which has undermined the relationship. In an attempt to launch a healthier
operational correlation with the taxpayers build on trust, the tax agency has been compelled to
explore processes that encourage voluntary compliance, tax education being one of them
processes. Raising awareness has been the key goal of the government coupled with proper
utilization of tax revenue will enhance morality and ethical sobriety amongst the taxpayers.
Ethical and moral issues influence taxpayers, hence a taxpayer who has good moral and is ethical
will be tax compliant even though chances of being detected are low (Ajzen, 2011).

2.2.3 The Classical Taxation Theory

The classical taxation theory has been of great prominence for an extended period of time,
consequently taxes was accorded the fiscal role of providing government revenue (Mwangi,
2014). A good tax system should have four major principles of justice, determination,
convenience and economic to revenue administrators. These discussions and scientific arguments
were concentrated on one solitary characteristic that saw the implementation of the taxation's
function in order to provide the state revenues is achieved on basis of the principle of equity and
justice (Gachanja, 2012).

The equity perception of the individual taxpayer affects tax compliance. Appah (2016), stated
that the association between tax compliance and tax equity is positive based on the perception
that tax system is fair to the taxpayers. Many studies have stated positive correlation between
perception of fiscal equity and tax compliance. Social psychology researchers believes that lack
of equity in an exchange relationship produces a sense of distress, particularly to victims.
Unsurprisingly, this notional methodology towards the role and nature of taxation reformed
when economic associations became further composite and the requirement for strengthening of

the nation's governing role became severer (Appah, 2016).

The classical taxation theory is related to the study on the grounds that the government should set
policies which are perceived to be fairer and equitable, hence encourage voluntary tax

compliance. When setting taxation policies, the government should focus on equity and justice

11



and also set severe punishment to taxpayers who evade taxes. This will encourage taxpayers to
willingly pay tax which will lead economic growth and development. The media plays a vital
part in communicating the set policies to the citizens and also remind them of due dates of
various taxes. Through Taxpayer Online education and Taxpayer Print education, the
government is able to launch taxpayer campaigns and encourage them to file return on time.
Seminars and workshops offer the opportunity for taxpayers and tax officials to meet where

training is done grievances raised and addressed accordingly.

2.3 Conceptual Framework

This was created to define the associations between taxpayer education and revenue collection
and it is used by researchers to suggest the connections among independent and dependent
variables (Olaleye, 2016). The conceptual framework is as shown below:

. N
Taxpayer Sensitization

v

e Tax Clinics
e Tax Seminars )

> e Tax Collection Structures.

e Tax Compliance.

Taxpayer Print Education w (Revenue Collection.
e Newspapers >
e Pamphlets and Brochures J L

Taxpayer Online Education.

e Social media
e KRA Website

Independent variables Dependent variable

Figure 2.1: Conceptual Framework
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2.4 Review of Variable

2.4.1 Taxpayer Sensitization

KRA workshops are usually held to inform taxpayers on tax compliance and is done under
taxpayer commitment strategies. Gitaru (2017), stated sensitization campaigns are conducted
through mapping taxpayers by ranking in order of their effect on tax compliance, forming
suitable conferences, peer reviews and workshops. They then lure a collaboration among KRA
and known participants to validate the partnership agreements and cooperation determinations
finally, answering inquiries and requests for information from all partners. Taxpayer
sensitization can also take place through tax clinics and seminars which are aimed at providing
necessary tax knowledge to people, which will assist them to conform to tax laws and regulations
and alter their mindset and perceptions towards voluntary compliance by generating constructive

attitudes.

Tax clinics are organized practices whereby taxpayers are taught on various tax issues and they
are permitted to air their grievances and make suggestions on improvement of tax administration
(Musyoka, 2019). The main intention of tax clinics is promotion of public awareness on essential
tax returns programs seeking to encourage taxpayers to comply with their tax obligations. Tax
clinics benefit taxpayers as they seem to achieving greater clarity, less complexity, simpler and
fairer tax structure. Taxpayers achieve greater degrees of compliance owing to factors such as
adequate understanding of the tax laws; proper bookkeeping hence they don’t over or under pay
tax. Tax clinics are efficient if the participants are categorically segmented and targeted (e.g.
farmers, traders), since their needs can be adequately addressed and bridge the information gaps

of a particular group (Mascagni & Santoro, 2018).

Tax seminars refer to organized discussion about tax issues done by a group of experts in which
the participants are highly educated about the subject matter (Ombati, 2018). Tax seminars are
feasibly the most extensive movement organized by revenue authorities to spearhead the tax
education programs. A report by Fjeldstad & Heggstad (2012), shows accomplishment stories
from Tanzania, where tax workshops are applied by artists nearer to the target spectators: like
churches, are seen as actual partners to touch a larger fragments of the populace. This is due to

their closer vicinity to the taxpayers, enjoy a greater degree of legitimacy and ability to link a
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wider range of publicity. All these are aimed at raising awareness and thus lead to more informed
taxpayer with better attitude towards payment of taxes leading to improved revenue collection.

2.4.2 Taxpayer Print Education

This refers to passing tax knowledge through disseminating printed material which includes
newspapers and magazines (Achieng’, 2014). Print media practitioners usually provide the
following publishing services to public book publishing such as newspapers, journals,
periodicals, directory and mailing lists. Their aim is to provide surveillance, information,
education and entertainment roles to its consumers. Through the information, education and
entertainment roles, the government has been able to take advantage to disseminate tax
information the populace with an aim of encouraging voluntary tax compliance hence improve

revenue collection.

Newspapers have widely have been used to pass tax information for decades the mostly used
being Nation and Standard newspapers. Journalists play a vital role in the society since the public
depends on what is communicated through the newspapers to make decisions. Taxpayer
education in Kenya is done through the media and the responsibility is vested on the media to
give the public responsible information about taxation (Achieng’, 2014). Through the
newspapers, taxpayers and the public in general are reminded of due dates of filing their returns
such as 30" June each year, they are informed of new tax laws and when they become effective
and lastly warned of the consequences of evading taxes such as heavy penalties. This way
taxpayers are able to plan their tax activities in time hence in advance and also be aware of new

and emerging tax laws and regulations hence become more tax compliant citizens.

Pamphlets are ordinarily for individuals attending a seminar or an educational meeting. They are
like booklets and frequently come with a program of all the proceedings on one page. On the
other hand brochures are multi-fold, with diverse information on each side which permits them
to be bent and kept suitably. While booklets are almost purely informational, brochures mainly
displays a firm’s produces, mechanizes and services (Pere, 2019). These brochures and booklets
have been mostly used by the tax authority to relay useful information about tax issues as they
are easy to produce and can reach quit a large number of people. Tax consultancy firms have also

adopted these methods to relay useful information about new tax laws and changes in policies to
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their clients and the public in general. This has made tax knowledge spread far and wide

enabling taxpayers make informed decision about taxation hence improving tax compliance.

2.4.3 Taxpayer Online Education

The swift surge of technology development and the emergence of the digital world has shaped
new operational modes across the industrial divide creating new opportunities and challenging
the present boundaries. Revenue authorities have developed creativities that convey tax
education to the grassroots and homes by embracing a more relaxed and non-confrontational
tactic therefore improve take-up. They attempt to restructure tax as an entertaining subject and
use the media to reach and involve the common citizens which has been labeled tax edutainment.
These are usually done through use of creative animation to sensitize Kenyans on important tax

matters such as sensitizing taxpayers to file their annual tax returns.

A report by UNCTAD (2018), stated that Kenya is the leading internet user in East Africa with
an internet penetration of 79.8% with over 31.99 million users. Social media platforms such as
facebook, twitter, instagram and YouTube are the most accessed by Kenyans across the country.
Kenya Revenue Authority has taken advantage of this vast audience to relay tax matters to the
public through the sites and also their tax campaigns such as “Tujijenge” were widely and easily
accessible and reached a larger audience. Most tax news and due dates usually pop up whenever
one is surfing the internet hence it becomes a greater avenue to reach more taxpayers from all
walks of life and relay tax information leading to improved tax compliance. For instance one can
learn how to file returns online by following tutorials sessions on YouTube and can ask

questions on the comment section and get timely and clear answers on the difficult matter.

Kenya Revenue Authority website is a very resourceful avenue available to each and every
taxpayer in Kenya. It’s an easy to system where taxpayers are categorized ranging from
individual, business, investors and agents with tax information and guideline given for each
category. Other useful information provided includes how to calculate value added tax, pay as
you earn, vehicle and motor cycle import duty (KRA, 2020). This has enabled taxpayers access

all the necessary tax information they require leading to improved tax compliance.
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2.4.4 Revenue Collection

Revenue collection is the process through which the government generates finance mainly
through tax collection from its citizens to fund its development agendas (OECD, 2018). Tax
collection is divided into domestic taxes and custom duty. In direct taxes, the burden falls on the
taxpayer, it cannot be transferred to another, they include individual income tax, corporate tax
while on indirect tax, the burden of tax falls on the final consumer, and they include value added
tax, and excise duty. To maximise tax collection and minimise cost, the government has
improved efficiency of tax administration by employing competent personnel and embrace
modern technology in tax collection.

Tax collection structure is a legally enforced framework used to assess and collect taxes by the
government (Ondimu, 2015). It has three types of tax structures namely progresive, proportional
and regressive tax structures. Regressive tax structure results into a decline in the rate of tax as
the taxable amount increases and vice versa resulting to low earners contributing a greater
proportion of their earnings as tax than higher earners. In Kenya, excise duty commonly known
as sin tax follows this principle. Proportional tax structure involves every single person
contributing equal percentage of their earnings as tax, without taking the consideration of high or
low income earners. Most economists have criticized this tax structure since it transfers unfairly
burden to the low income earners, value added tax comply with this principle in Kenya.
Progressive tax structure encompasses those with higher earnings who pay a gradually increasing
percentage of tax as their incomes increase aimed at moderating general income inequality in the

society, income tax conforms to this principle.

Tax compliance is the timely filing and reporting of required tax information, the correct self-
assessment of taxes owed, and the timely payment of those taxes without enforcement action
(Simiyu & Jagongo, 2017). Timely filing of returns occurs when an authorized electronic return
transmitter receives the e-filed document on its host system on or before the due date (Waso,
2014). Due to the introduction of information communication technology, tax filing has been
simpler than before since taxpayers can file their returns anywhere and anytime as long as they
have internet connection. Timely payment of returns refers to the payment of all tax returns filed
on or before the due date (Atawodi & Ojeka, 2012). The payments can be made through the

mobile money transfers such as Airtel money or through bank transfers like real time gross
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settlement. Persons who comply with all these are issued with a tax compliance certificate that is
valid for a period of twelve months, which is a proof that they have complied with all tax
obligations.

2.5 Empirical Review

A study by Gitaru (2017) on effect of taxpayer education on tax compliance in Kenya. (A case
study of SMEs in Nairobi Central Business District). The general objective of the study was to
establish the effect of taxpayer education on tax compliance among the SMEs in Nairobi Central
Business District. The study used descriptive research design and a questionnaire to collect
primary data. The findings reveal that taxpayer online education, taxpayer print education and
the taxpayer sensitization, positively influences tax compliance among the SMEs in Nairobi
Central Business District. The study recommended for SMEs to expand tax compliances, those
involved in taxation requires awareness and abilities to understand the numerous tax laws and
guidelines. Tax compliance processes ought to be simplified since they are mostly complex. The
tax administrators must contemplate on improving tax incentives and exemptions, minimize

corruption, and expand on responsibility and availability of KRA services.

A study done by Pere (2019), on the communication channels and tax compliance in Kenya by
small taxpayers in Nairobi City County, Kenya. The main objective of this study was to establish the
association between communication channels on tax compliance by small taxpayers in Nairobi
County. Descriptive research was used, probability and Cluster sampling method applied and a
semi-structured questionnaire to collect primary data. The study findings indicated that the
combined effect of communication channels on tax compliance among by small taxpayers in
Nairobi City County revealed Taxpayer Online communication channels, Taxpayer Print
communication channels, Taxpayer Sensitization had a joint positive and significant effect on tax
compliance among small taxpayers in Nairobi County. The study recommended that government
should review current policies by assessing their relevance in order to take care of developing

issues and KRA should improve tax compliance through the use communication channels.

A study by Gotora & Mokaya (2018), on the influence of taxpayer education on voluntary tax
compliance in Tanzania. A case study of Monduli District Office. The specific objectives were to

assess the effect of taxpayer print education and taxpayer online education, to establish the
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influence of taxpayer print education, to determine the influence of website-based taxpayer
education and to explore the influence of taxpayer workshops on the level of voluntary tax
compliance in Tanzania. The study employed descriptive research design, interview as well as
questionnaires were used as primary data were collection instruments from a sample of 60
respondents. The findings revealed that the need for taxpayer education through the taxpayer
print education , website-based taxpayer education , taxpayer workshops all have a significant
effect on the level of voluntary tax compliance in Tanzania. Further, taxpayer print education and
taxpayer online education greatly improved voluntary tax compliance. The study further stated
that taxpayer workshops were very influential in tax payment and compliance as through the
workshops they felt recognized and part of the tax system. The study recommended that
Tanzania Revenue Authority should bolster its savvy movements to improve the taxpayers’

capability to comprehend tax laws. TRA should also make taxpayers feel part of the tax system.

2.6 Critique of Existing Literature

Gitaru (2017) looked at the effect of taxpayer education on tax compliance in Kenya. The study
highlights that tax compliance depends on the cooperation of the public but it did not bring out
clearly what the government is doing to entice the corporation of the taxpayers so as to increase
tax compliance. A study done by Pere (2019), on the communication channels and tax compliance
in Kenya by small taxpayers in Nairobi City County, Kenya. The findings showed that not all small
scale taxpayers are aware of the online communication channel yet the study fails to give
recommendation on how the taxpayers can be sensitized of its availability since it is the most
efficient form of communication in this digital era. Finally a study by Gotora & Mokaya (2018),
on the influence of taxpayer education on voluntary tax compliance in Tanzania. A case study of
Monduli District Office. From the study, it is clear that taxpayer education positively influences
tax compliance. The study recommends that TRA should champion its literacy campaigns to
improve the taxpayers’ ability to understand tax laws. This is not clear on the tax education

covered since the recommendation given are the core issues that tax education ought to cover.
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2.7 Research Gaps

There are few studies done on the effect of taxpayer education on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Kenya. Gitaru (2017) looked at the
effect of taxpayer education on tax compliance in Kenya. While Gotora & Mokaya (2018),
looked at the influence of taxpayer education on voluntary tax compliance in Tanzania. While
Pere (2019), focused on the communication channels and tax compliance in Kenya by small
taxpayers in Nairobi City County. What is not clearly brought out among these studies is the effect
of taxpayer education precisely among the small and medium enterprises. With the unique
operations and environment of the SMEs, they pose a risk to voluntary compliance calling for
taxpayer education, one of the tax reforms to be utilized with an aim of boosting voluntary tax
compliance. This is to supplement strategies such as audit, investigations and penalties have been
relied upon since they cost a lot of money and time. While an attempt was made to establish the
role of education in voluntary tax compliance, there required further studies. There was need for
further studies to be carried out in order to bridge the existing knowledge gap on taxpayer
education and revenue collection in Kenya. This study was therefore carried out to promote
understanding on effect of taxpayer education on revenue collection among small and medium
enterprises in Mvita Sub-County. Consequently, this study was crucial in addressing the research

problem and bridging the existing knowledge gaps.

2.8 Summary

This chapter looked at the various theories that influence tax reforms on revenue collection. A
conceptual framework was drawn to speculate the relationships amongst the dependent and
independent variables. There was also an in-depth evaluation of variables under study and an
empirical assessment of previous studies relevant to the study. An empirical review was done
where past studies relevant to the study were reviewed which led to a critique and finally

resulting to research gaps which the current study aimed to bond.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
This is concern with what the researcher does in order to address the specific objectives and
answer research questions developed (Newing, 2011). It encompasses choosing an appropriate
research design, methods and developing appropriate sampling techniques.

3.2 Research Design

The research design is fundamentally the blueprint of carrying out any research work (Ogola,
2018). The study resolved to taking on descriptive research design which is favored since the
substances were to be observed in a completely neutral and unaffected ordinary environment and
answer the questions, who, when, how, and where, regarding the present status of the topic under
study. It was also flexible and it offered a chance to scrutinize all traits of a problem, it captured
all the characteristics of the target population and it measured the precision of the variables
Invalid source specified.. Descriptive research was constrained to finding evidences and might
have ended up in formulation of vital doctrines of knowledge and solutions to important issues.
The study employed a descriptive cross-sectional survey aimed at measuring features that elicit
knowledge, ideas, attitude, behaviors, character traits, and preferences of individuals in a
population at only a solitary point in time. Cross-sectional studies usually pose less ethical

challenges, are economical and easy to conduct (Kothari, 2014).

3.3 Population

This is a whole collection of components with which inferences are to be made and it includes all
potential cases that are of great importance to a study (Maritim, 2019). The target population
under this study was all 1557 SMEs in Mvita Sub-County as contained in the Mombasa County
database in the year 2020.
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Table 3.1 Target Population

Category Target Population
General trade, Whole, Retail, Stores 334
Transport, storage and communication 76
Accommodation, Catering and Entertainment 404
Professional and Technical services 581
Pharmaceuticals and Health Services 89
Workshops, Industry plants 73
Total 1557

Source: Mombasa County database

3.4 Sampling frame
This is a whole list of entire cases in the population from which sample is derived (Zamboni,
2019). The sampling frame of this study was a list of all SMEs as contained in the Mombasa

County database.

3.5 Sample and sampling technique

Zamboni (2019), defined a sample as a technique or procedure used by a researcher to select a
proportion from the whole population under a study. Its advantages include speed, accuracy, less
cost, and quality data. Sampling is the selection of some of the items from the target population
consequently, draw conclusion about the entire inhabitants (Kiarie, 2018). Cluster sampling
technique was employed and the population was put into groups consisting of general trade and
retail stores; transport, storage and communication; accommodation, catering and entertainment;
professional and technical services; pharmaceuticals and health services; and workshops,
industry plants. Cluster sampling technique is suitable since the population is heterogeneous but
each element in the cluster is homogeneous hence capable of reducing the total cost associated to
data collection (Neuman, 2014). The study used Yamane sampling formula and the sample size
as shown below assuming confidence level of 90% and precision level of € = 0.05. This
sampling formula was used as it is easy to use and understand based on the confidence interval

selected.
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Yamane sampling formula:

_ N
"= 1T NE)?
Where;
N- is the population size.
n- is the sample size.
€- is the level of precision.
1557 _ 318
1 +1557(0.05)2
Table 3.2 Sample Size
Cluster Target Population Sample Size
General trade, Whole, Retail, Stores 334 68
Transport, storage and communication 76 16
Accommodation, Catering and Entertainment 404 83
Professional and Technical services 581 118
Pharmaceuticals and Health Services 89 18
Workshops, Industry plants 73 15
Total 1557 318

3.6 Data Collection Instruments

These are methods of gathering evidence that include behavior, attitude and perception from
respondent (Cooper & Schindler, 2014). The study used a set of structured questionnaires as a
tool for data collection for primary data. It was chosen because it gives reliable outcome since
the data can be numerically analyzed and respondents given freedom of expressing themselves
and to give their opinions, it will successfully capture suitable data associated to the study, it is
simpler for the respondents to answer, answers are easy to compare, code and statistically
analyze. A five-point Likert scale questionnaire was preferred to answer section B questions
because the method was most widely accepted for survey collection and therefore, easily
understood. (Kothari, 2014).
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3.7 Data Collection Procedures

Macharia (2014), defined it as the logical assemblage of anticipated data appropriate to the study
using data collection instruments such as interviews. The researcher got a consent letter from the
Kenya School of Revenue Administration and sought for approval from the management offices
and reassurance was given to all the respondents that the data they gave will be handled with
ultimate discretion. The researcher booked for appointment so that the questionnaires were
administered at the agreed time to avoid inconveniences. The study used primary data collected
through structured questionnaires issued using drop-off and pick-up method. This was in tandem
with Neuman (2014), who found the suitability of primary data as statistics are gathered for the

first time hence original in character and can bring out variances from existing data if any.

3.8 Pilot Study

Pilot testing is conducted to assists the research in determining whether there are errors,
limitations, or other weaknesses with the data collection instruments (Cooper & Schindler,
2014). Pilot study was conducted using part of the population who did not take part in the main
study therefore 9 respondents in Pharmaceuticals and Health Services were issued with a

questionnaire to test its reliability and validity.

3.8.1 Validity

Validity is an act where a tool of measurement measures what it is supposed to measure that
means if the instrument was supposed to measure memory, it should always measure memory
and nothing else making the outcome of the research to be dependable (Bryman & Bell, 2015).
Validity is more concerned whether the measure has been done with the right concept or not. It

was conducted through factor analysis using Kaiser-Meyer-Olkin Measure and Bartlett’s Test.

3.8.2 Reliability

Reliability is the scale of measurement that is dependable with its result. It means, every test
taken using the instrument for a particular subject, the result of the test will be similar in every
attempt making it be considered reliable (Bryman & Bell, 2015). The problems to be tested for
reliability included, data collection time, data collection methods, accuracy level and sources of

data using Cronbach’s Alpha.
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3.9 Data Analysis

Data analysis is the method through which the researcher makes a complicated process simple
and useful for end users by bringing meaning, order and structure to mass data collected (Ogola,
2018). Quantitative statistics were assembled, tabulated, coded and examined using Statistical
Package for Social Science version 25. The computed information were analyzed and presented
using descriptive statistics and inferential statistics used correlation and regression analysis. The
R? analysis was used to measure the goodness of fit of the model being assessed. Multiple linear
regression analysis was carried out to determine the form of the mathematical model that defines
the relationship between the dependent and independent variables. The multiple regression

formula is presented as shown below;

Regression model:
Y= BotP1 Xi+p2 Xotf3 X3+E€
Where;
Y — Revenue Collection.
fo— Constant Term.
B1, B2, P2 — Correlation Coefficients.
X1— Taxpayer Sensitization.
X2 — Taxpayer Print Education.
X3 — Taxpayer Online Education.

€ — Error term.
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CHAPTER FOUR
RESEARCH FINDINGS AND ANALYSIS
4.1 Introduction
The chapter presents analysis and discussion of the findings presented by the researcher. The
study had three objectives which dictated the composition of research questions and a
questionnaire used to gather data for the research.

4.2 Response Rate

The study recorded a 76.26% response rate indicating 242 out of the 318 questionnaires issued
were positively returned for data collection, while 76 questionnaires representing a 23.74% of
respondents failed to return theirs. This response rate was sufficient for data analysis since a
response rate of 50% is adequate, 60% is good, 70% is very good while above 80% is excellent
for comprehensive data analysis (Neuman, 2014). Of the other 76 questionnaires 51 were not

returned while 25 were incomplete and, therefore, could not be included in the analysis.

Table 4.1 Questionnaire Response Rate

Frequency Percentage
Respondent 242 76.26
Non-respondent 76 23.74
Total 318 100

4.3 Pilot Results
Pilot testing is conducted to assists the research in determining whether there are errors,
limitations, or other weaknesses with the data collection instruments aimed at guaranteeing

validity and reliability for the questionnaire (Cooper & Schindler, 2014).

4.3.1 Reliability Analysis

Reliability is the scale of measurement that is dependable with its result. The problems that were
tested for reliability are, data collection time, data collection methods using Cronbach’s Alpha.
The analysis produced Cronbach’s alpha values above 0.70, therefore offered sensibly consistent

results thus considered the instrument reliable.
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Table 4.2 Reliability Results

Scale Cronbach’s Alpha Comments
Taxpayer Sensitization 0.812 Accepted
Taxpayer Print Education 0.784 Accepted
Taxpayer Online Education 0.817 Accepted
Revenue Collection 0.804 Accepted

4.3.2 Validity Results

Validity is an act where a tool of measurement measures what it is supposed to measure that
means if the instrument was supposed to measure memory, it should always measure memory
and nothing else making the outcome of the research to be dependable (Bryman & Bell, 2015). It
was conducted through factor analysis using Kaiser-Meyer-Olkin Measure and Bartlett’s Test.
Factor analysis’ most crucial role is to decrease excessively correlated data and substitute with
uncorrelated variables (Kothari, 2014). Kaiser-Meyer-Olkin Measure of Sampling Adequacy was
0.682, more than 0.60, which signifies suitable items for each factor. Bartlett’s Test of Sphericity
taking a 95% significance level, p-value of .000 < 0.05, indicates that the correlation matrix is
considerably different from the identity matrix, and the correlations between the variables are

zero as a result, the factor analysis was valid.

Table 4.3: KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling

Adequacy. 082
Bartlett's Test of Approx. Chi-Square 931.879
Sphericity Df 8

Sig. .000
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4.4 Demographic Characteristics of Respondents

4.4.1 Level of Education

Majority of the respondents had an undergraduate degree representing 48.35% of the
respondents, 36.78% had a diploma, while 9.92% had a postgraduate and only 4.96% had a
secondary school certificate. These outcomes deduce that majority of the respondents were
informed enough to answer the questionnaire. Also, the respondents were educated to understand
matters of tax compliance and they could be willing and able to attend tax education events to

gather more knowledge adding to the existing one.

Table 4.4: Level of Education

Frequency Percentage
Secondary 12 4.96
Diploma 89 36.78
Degree 117 48.35
Postgraduate 24 9.92
Total 242 100

4.4.2 Work Experience

Majority of the respondents had worked experience of between 3-8 years, which was 47.52%,
then between 9-15 years were 28.10% and below 3 years were 16.53%, finally, above 15 years
were 7.85%. The results infers that, majority of the respondents enjoys sufficient work

experience which is important component to understand legislative compliances such as taxation.

Table 4.5: Work Experience

Scale Frequency Percentage
Below 3 years 40 16.53
3-8 years 115 47.52
9-15 years 68 28.10
Above 15 years 19 7.85
Total 242 100
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4.5 Descriptive Analysis

4.5.1 Taxpayer Sensitization

On assessment of effect of Taxpayer sensitization on revenue collection by KRA among SMEs
in Mvita Sub-County, the respondents agreed that, tax clinics have aided in training taxpayers on
how to comply with tax laws, with a mean of 4.07 and a standard deviation of 1.26. They agreed
that tax clinics have played a key role in providing taxpayers with necessary technical support
from KRA officials, with a mean of 3.94 and a standard deviation of 1.15. Further, they agreed
that tax seminars have provided taxpayers with a chance to air their grievances and make
suggestions on service improvement, with a mean of 3.87 and a standard deviation of 1.21.
Finally, they agreed that taxpayer sensitization campaigns have played a vital role in changing
taxpayers’ attitude towards payment of taxes, with mean of 4.01 and standard deviation of 1.19.

Table 4.6: Taxpayer Sensitization

Standard
Mean Deviation
Tax clinics have aided in training taxpayers on how to comply 407 196
with tax laws.

Tax clinics have played a key role in providing taxpayers with
necessary technical support from Kenya Revenue Authority 394 115
officials. ' '

Tax seminars have provided taxpayers with a chance to air their
grievances and make suggestions on service improvement. 3.87 1.21

Taxpayer sensitization campaigns have played a vital role in 401 119
changing taxpayers’ attitude towards payment of taxes.

Average 3.97 1.20

The mean is 3.97 inferring majority agreed that the taxpayer sensitization increases revenue
collection by Revenue Authority with a small variation of 1.20. The results were in tandem with
Pere (2019), who revealed that the taxpayer sensitization had a positive and significant effect on

tax compliance among small taxpayers in Nairobi City County. Gotora & Mokaya (2018), further
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stated that taxpayers’ workshops were very influential in tax payment and compliance as through
the workshops they felt recognized and part of the tax system.

4.5.2 Taxpayer Print Education

On determination of the effect of taxpayer print education on revenue collection by KRA among
SMEs in Mvita Sub-County, the respondents agreed that, newspapers play a vital role in relaying
tax information a wider range of people including those in the rural areas, with a mean of 3.64
and a standard deviation of 1.06. They agreed that printed brochure is easy to access and read
when compared to content from an e-mail hence useful to convey tax information, with a mean
of 3.59 and a standard deviation of 1.10. Further, they agreed that brochures allow a lot of
information to be compacted in a small area hence useful to relay a wide range of tax info to the
taxpayers, with a mean of 3.74 and a standard deviation of 1.19. Finally, they agreed that artistic
design layout which is creative makes the pamphlet more exciting for readers hence attractive to
convey tax message to the taxpayers, with mean of 3.69 and standard deviation of 1.24.

Table 4.7: Taxpayer Print Education

Standard
Mean Deviation

Newspapers play a vital role in relaying tax information a wider
range of people including those in the rural areas. 3.64 1.06

A printed brochure is easy to access and read when compared to
content from an e-mail hence useful to convey tax information. 3.59 1.10

Brochures allow a lot of information to be compacted in a small

area hence useful to relay a wide range of tax info to the 374 119
taxpayers.
Creative artistic design layout makes the pamphlet more exciting
for readers hence attractive to convey tax message to the 3.69 124
taxpayers.

Average 3.67 1.15
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The mean is 3.67 inferring majority agreed that taxpayer print education increases revenue
collection by Revenue Authority with a small variation of 1.15. The results concurred with Pere
(2019), who revealed that taxpayer print communication channels had a positive and significant
effect on tax compliance among small taxpayers in Nairobi City County. Gitaru (2017), further
stated that taxpayer print education positively influences tax compliance among the SMEs in
Nairobi Central Business District. Those involved in taxation requires awareness and abilities to

understand the numerous tax laws and guidelines.

4.5.3 Taxpayer Online Education

On evaluation of the effect of taxpayer online education on revenue collection by KRA among
SMEs in Mvita Sub-County, respondents agreed that, taxpayer online education on social media
has enabled taxpayers to file their returns easily than before resulting to tax compliance, with a
mean of 4.12 and a standard deviation of 0.96. They agreed that taxpayer online education on
social media has enhanced the public’s levels of understanding of various KRA tax, with a mean
of 4.03 and a standard deviation of 1.05.They agreed that tax tutorials on the KRA website have
been helpful in providing taxpayers with awareness on the procedures for filing tax returns, with
a mean of 4.09 and a standard deviation of 1.14. Finally, they agreed that posting important tax
information on the KRA website has made it easier for taxpayers to access it hence leading to tax

compliance, with mean of 4.10 and standard deviation of 0.99.

The mean is 4.09 inferring majority agreed that Taxpayer Online education increases revenue
collection by Revenue Authority with a small variation of 1.04. The results agreed with Pere
(2019), who revealed that taxpayer online communication channels had a positive and significant
effect on tax compliance among small taxpayers in Nairobi City County. Gitaru (2017), added that
taxpayer online education positively influences tax compliance among the SMEs in Nairobi
Central Business District. Those involved in taxation requires awareness and abilities to

understand the numerous tax laws and guidelines.
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Table 4.8: Taxpayer Online Education

Standard
Mean Deviation

Taxpayer Online education on social media has enabled taxpayers
to file their returns easily than before resulting to tax compliance. 4.12 .96

Taxpayer Online education on social media has enhanced the
public’s levels of understanding of various KRA tax regimes. 4.03 1.05

The tax tutorials on the KRA website have been helpful i
providing taxpayers with awareness on the procedures for 409 114
filing tax returns.

Posting important tax information on the KRA website has made
it easier for taxpayers to access it hence leading to tax 410 99
compliance.

Average 4.09 1.04

4.5.4 Revenue Collection

On investigating the effect of taxpayer education on revenue collection by KRA among SMEs in
Mvita Sub-County, the respondents agreed that, taxpayer awareness program by Kenya Revenue
Authority has enabled tax payers file their returns easily leading to more tax collection, with a
mean of 3.79 and a standard deviation of 1.23. They agreed that taxpayer awareness program by
Kenya Revenue Authority has resulted into improved tax attitude leading to more tax collection,
with a mean of 3.84 and a standard deviation of 1.05. Further, they agreed that tax tutorials on
the KRA website have been helpful in providing taxpayers with awareness on the procedures for
filing tax returns, with a mean of 3.67 and a standard deviation of 1.26. Finally, they agreed
Taxpayer awareness programs have enlightened the public on the need to pay taxes leading to

tax compliance, with mean of 3.93 and standard deviation of 1.29.

The mean is 3.81 inferring majority agreed that taxpayer education increases revenue collection
by Revenue Authority with a small variation of 1.21. The results agreed with Gotora & Mokaya
(2018), who revealed the need for taxpayer education through establishment of taxpayer print

education, website-based taxpayer education, taxpayers’ workshops all have a significant effect
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on the level of voluntary tax compliance in Tanzania. This will lead to increased revenue
collection. Gitaru (2017), further stated that for SMEs to increase tax compliances, those
involved in taxation requires awareness and abilities to understand the numerous tax laws and
guidelines. Tax compliance processes ought to be simplified since they are mostly complex. The
tax administrators must contemplate on improving tax incentives and exemptions, minimize
corruption, and expand on accountability and accessibility of KRA services leading to improved

revenue collection.

Table 4.8: Revenue Collection

Standard
Mean Deviation

Taxpayer awareness program by Kenya Revenue Authority has
enabled tax payers file their returns easily leading to more tax
collection. 3.79 1.23

Taxpayer workshops are more detailed and provide ample time
for the public to conceptualize tax ideas leading to tax
compliance. 3.84 1.05

Taxpayer awareness program by Kenya Revenue Authority ha 367 196
resulted into improved tax attitude leading to more tax collection.

Taxpayer awareness programs have enlightened the public on the 393 1.99
need to pay taxes leading to tax compliance.

Average 3.81 1.21

4.6 Correlation Analysis

Pearson correlation was used to examine if there was correlation or degree of association for the
variables in the study. The correlation between two variables can either be positive or negative
and it ranges between +land -1 where the sign of the correlation coefficient indicates the
direction of the association (Macharia, 2014). The magnitude of the correlation coefficient

indicates the strength of the association.
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Table 4.10: Person Correlation Matrix

Revenue Taxpayer Taxpayer Taxpayer
Collection Sensitization Print Online
Education Education
Revenue Pearson Correlation 1
Collection Sig. (2-tailed)
N 242
Taxpayer Pearson Correlation .539** 1
Sensitization Sig. (2-tailed) .002
N 242 242
Taxpayer Pearson Correlation .449** 136** 1
Print Sig. (2-tailed) .000 .000
Education N 242 242 242
Taxpayer Pearson Correlation .641** A27** 169** 1
Online Sig. (2-tailed) .000 .003 .001
Education N 242 242 242 242

** Correlation is significant at the 0.05 level (2-tailed).

From the correlation analysis above, there exists a correlation between variables. The analysis
showed a positive Pearson correlation between revenue collection and Taxpayer sensitization of
0.539 and a p value of 0.002 which was statistically significant. The positive relationship shows
that the introduction of the taxpayer sensitization has a potential significance in improving
revenue collection by Kenya Revenue Authority. Further, a positive Pearson correlation between
revenue collection and the taxpayer print education of 0.449 and a p value of 0.000 which was
statistically significant. The positive relationship shows that the introduction of the taxpayer print
education has a potential significance in increasing revenue collection by Kenya Revenue
Authority. And finally a positive Pearson correlation between revenue collection and the
taxpayer online education of 0.641 and a p value of 0.000 which was statistically significant. The
positive relationship shows that the introduction of the taxpayer online education has a potential

significance in increasing revenue collection by Kenya Revenue Authority.
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4.7 Regression Analysis
Regression analysis is a technique used to assess the relationship between an outcome variable
and one or more risk factors or confounding variables (Cooper & Schindler, 2014).

4.7.1 Model Summary

In the model, the value of (R) is 0.909, which indicates presence of variance shared between the
dependent and independent variables. Coefficient of determination R? equals to 0.825 suggesting
that the Taxpayer sensitization, Taxpayer print education and Taxpayer online education explains
82.5% of factors affecting revenue collection by Kenya Revenue Authority while 17.5% was
contributed by other factors not studied in this research.

Table 4.11: Model Summary

Model R. R Square Adjusted R Square Std. Error of the Estimate

1 .909 .825 831 0.394

a. Predictors: (Constant), Taxpayer Sensitization, Taxpayer Print Education and Taxpayer
Online Education.

b. Dependent variable: Revenue Collection.

4.7.2 Analysis of Variance

Analysis of variance is a technique for testing the difference between diverse groups of data for
homogeneity while F- test is used for judging the significance of multiple correlation coefficients
(Olaleye, 2016).ANOVA findings in table 4.12 indicates a strong significant relationship
between the predictor variables (taxpayer sensitization, taxpayer print education and taxpayer
online education) and revenue collection. An F ratio is calculated which represents the variance
between the groups, divided by the variance within the groups. A larger ratio indicates existence
of more variability between the groups (caused by the independent variable) than there is within
each group, referred to as the error term. From the findings, the significance level of the model is
0.005 which shows that the data is ideal for making a conclusion on the population’s parameter

as the value of significance; p value is 0.005 which is less than 0.05 significance level.
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Table 4.12: Analysis of Variance

Model Sum of Squares DF Mean Square F Sig.
1 Regression 179.28 3 59.76 387.46 .002
Residual 37.46 238 0.157
Total 216.74 241

a.  Predictors: (Constant), Taxpayer Sensitization, Taxpayer Print Education and Taxpayer
Online Education.
b.  Dependent variable: Revenue Collection.

4.7.3 Multiple Regression Coefficient

Multiple regression is the procedure of defining the statistical association between two or more
variables (Achieng’, 2014). It was conducted to determine the relationship between revenue
collection and taxpayer sensitization, taxpayer print education and taxpayer online education.

Table 4.13: Multiple Regression Coefficient

Model Unstandardized Standardized

Coefficients. Coefficients.
1 B Std. Error Beta t Sig.
(Constant) 1.987 423 4.697 012
Taxpayer Sensitization .236 076 378 3.105 .015
Taxpayer Print Education .136 027 262 5.037 .000
Taxpayer Online Education .281 116 .258 2.422 .002

a. Predictors: (Constant), Taxpayer Sensitization, Taxpayer Print Education and Taxpayer
Online Education

b. Dependent variable: Revenue Collection.

The established regression equation is:
Y =1.987 + 0.236X1 + 0.136X> + 0. 281 X3
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Taxpayer Online education Xz (B = 0. 281, p<0.05) has the strongest relationship with revenue
collection followed by the Taxpayer Sensitization X1 ( = 0.236, p<0.05), finally, Taxpayer Print
education Xz (f = 0.136, p<0.05). All three variables significantly predicted revenue collection.
The beta coefficients in the regression model shows that all the tested variables had a positive
relationship and statistically significant with p-values of less than 0.05.

A constant of 1.987, demonstrates that if Taxpayer sensitization, Taxpayer print education and
Taxpayer online education are all held constant at zero, performance of revenue collection would
be 1.987. The regression coefficient for Taxpayer sensitization is 0.236. This means that the
relationship between the Taxpayer sensitization and revenue collection is positive. This implies
that an increase in Taxpayer sensitization will result to 23.6% increase in revenue collection. The
regression coefficient for taxpayer print education is 0.136 meaning that the relationship between
taxpayer print education and revenue collection is positive. This implies that an increase in
taxpayer print education will result to an increase in revenue collection by 13.6%. Finally, the
regression coefficient for taxpayer online education is 0.281. The relationship between taxpayer
online education and revenue collection is positive. This implies that an increase taxpayer online

education will result to an increase in revenue collection by 28.1%.

These results were supported by the findings of Gitaru (2017), which revealed that taxpayer
online education, taxpayer print education and taxpayer engagement positively influences tax
compliance among the SMEs in Nairobi Central Business District. Pere (2019), further
concurred that the combined effect of communication channels on tax compliance among by
small taxpayers in Nairobi City County revealed that Taxpayer Online communication channels,
Taxpayer Print communication channels, Taxpayer sensitization had a joint positive and
significant effect on tax compliance among small taxpayers in Nairobi City County. Finally,
Gotora & Mokaya (2018), confirmed that taxpayer education through establishment of taxpayer
print education, website-based taxpayer education, taxpayers’ workshops all have a significant
effect on the level of voluntary tax compliance in Tanzania. Further, taxpayer print education
and taxpayer online education greatly improved voluntary tax compliance. The study further
stated that taxpayers’ workshops were very influential in tax payment and compliance as through

the workshops they felt recognized and part of the tax system.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION
5.1 Introduction
This chapter presents a summary of the findings presented in chapter four according to objectives
of the study. It is therefore the final chapter and therefore serves as a conclusion of the study. It
has also summary of findings, recommendations and suggestion for further research.

5.2 Summary

The study sought to investigate the effect of taxpayer education on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Mvita Sub-County. A sample size of
318 nominated and a structured questionnaire used to gather data from the respondents. The
study found that there exists a positive relationship between taxpayer education and revenue
collection. The psychology theory of tax compliance states that tax morale is a major single
factor that influences persons to conform to tax obligations even if the probability of detection is
marginal. As a basis of tax conduct, tax ethics resolve at explaining just how a taxpayer’s morals
impacts his tax performance. Therefore, the findings of this study are as expected and in line
with theory and majority of prior studies. This implies that an increase in taxpayer education
results to increased revenue collection. The large taxpayer education coefficient also means that
it is an effective persuasive strategy for ensuring compliance used by Kenyan tax authority.
Thus, taxpayer education through taxpayer print education, website-based taxpayer education,
and taxpayers’ workshops all have a significant effect on the level of voluntary tax compliance.
Governments can increase their revenue collection by increasing taxpayer education to promote

tax awareness and voluntary compliance.

5.2.1 Taxpayer Sensitization

On assessment of the effect of taxpayer sensitization on revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County. The study found a positive
relationship between taxpayer sensitization to revenue collection. There was a positive
significant linear relationship between taxpayer sensitization and revenue collection by Kenya
Revenue Authority. Taxpayer sensitization has a significant effect on revenue collection by

Kenya Revenue Authority in Mvita Sub-County. The significance of the regression was tested
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and the findings led to the conclusion that taxpayer sensitization positively influenced tax
collection by Kenya Revenue Authority in Mvita Sub-County.

5.2.2 Taxpayer Print Education

On determination of the effect of taxpayer print education on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Mvita Sub-County. The study found
a positive relationship between taxpayer print educations to revenue collection. An increase in
level of taxpayer print education results to an increase in the amount of revenue collected and
vice versa. The results of correlation showed that there was a positive significant linear
relationship between taxpayer print education and revenue collection by KRA. The significance
of the regression was tested and the results showed a significant positive effect of taxpayer print
education on revenue collection by Revenue Authority in Mvita Sub-County.

5.2.3 Taxpayer Online Education

On evaluation of the effect of taxpayer online education on revenue collection by Kenya
Revenue Authority among small and medium enterprises in Mvita Sub-County. The study found
a positive relationship between taxpayer online educations to revenue collection. The results of
correlation showed that there was a positive significant linear relationship between taxpayer
online education and revenue collection by Kenya Revenue Authority. Taxpayer online
education has a significant effect on revenue collection by Kenya Revenue Authority in Mvita

Sub-County.

5.3 Conclusion

Taxpayer education measures are a very important component of revenue collection because they
directly influences taxpayers’ course of action and compliance choices thus affecting the amount
of revenue a country collects. Consequently, steps should be taken to ensure strict frequent and
informed training is done over time as a means of attaining this goal. The regression model
found out that the taxpayer sensitization is positively associated to the revenue collection. The
results show that taxpayer sensitization campaigns have played a vital role in changing
taxpayers’ attitude towards payment of taxes. Taxpayer print education has a positive
relationship with revenue collection. The findings indicate that revenue collection increases with

increasing in number of newspapers and pamphlets circulated on tax compliance. Although
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Kenya Revenue Authority faces challenges to this end of attaining these goals, it needs to put its
powers to the stretch by ensuring newspapers and pamphlets circulation are attractive to catch
taxpayers’ attention. Taxpayer online education too has a positive relationship with revenue
collection. This means that more resources should move towards taxpayer online education as it
has the highest positive coefficient. More energies and strategies should go towards increasing
the efficiency and effectiveness of taxpayer online education.

The study therefore concludes that taxpayer education especially the taxpayer online
education and the Taxpayers’ sensitization are important aspect in the field of tax collection and
administration. It therefore requires Kenya Revenue Authority to employ the most efficient
education strategies such as tax clinics, tax seminars and social media campaigns in promoting

tax awareness amongst the taxpayers in order to increase the revenue collection.

5.4 Recommendations
The study makes these recommendations:

1. The government should to introduce taxpayers’ education and try to include the public
finance and taxation course in the curriculum of all departments. Since, tax is one of the
major sources of revenue for a government which is used in general to finance public
expenditures and if tax education influences tax compliance attitude of tax payers, the tax
course (similar to civics and ethics) must be provided as a common course for all.

2. The government should ensure that all taxpayers are trained on tax compliance as
educated taxpayers are more aware of their responsibility as well as the sanctions to be
imposed if they were not compliant with tax laws.

3. The government should devise ways of increasing the attendance rates of their taxpayer
education programs besides increasing the tax related content and knowledge that is passed on
to taxpayers

4. The government should train taxpayers to acquire the tax knowledge which will enable
them to make the right compliance decisions. The knowledge will also facilitate record
keeping in business, minimize the compliance costs, as well as create good business
environment and marketing strategies, as the compliant trader may operate his/her

business freely.
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5. The government should invest in promoting taxpayer education channels through
Taxpayer sensitization, Taxpayer Print Education and Taxpayer Online education in

ensuring that tax compliance is enhanced.

5.5 Suggestions for Further Studies

This study investigated the effect of taxpayer education on revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County. The findings
demonstrated that taxpayer education positively influenced revenue collection by Kenya
Revenue Authority in Mvita Sub-County. The variables were constrained to taxpayer
sensitization, taxpayer print education and taxpayer online education. The study explains 82.5%
only of revenue collection among small and medium enterprises leaving 17.5% unexplained. The
17.5% represents other variables that explain this study did not include. Little research has been
done on taxpayer education on revenue collection. The study therefore suggests that further
research studies on the same area be done to determine variables that explain the 17.5%.

Similarly, since this study was done in small and medium enterprises, it is difficult to generalize
the findings to other sectors such as real estate and hospitality industry. Studies should be done
about the effect of taxpayer education on revenue collection in those other industries and sectors.
In addition, a repetition of this study should be conducted in other parts of the country and using
a combination of other data-collecting instrument such as interviews and focus group discussions
to so as to come up with a conclusive results and evidences. Therefore further study should be
carried out to determine the effect of taxpayer education on revenue collection by Kenya

Revenue Authority among small and medium enterprises in Kenya.
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Appendix I1: Questionnaire
This questionnaire seeks to collect data in respect to a study that seeks to investigate the effect of
taxpayer education on revenue collection by Kenya Revenue Authority among small and
medium enterprises in Mvita Sub-County. The study is purely for academic purpose only, and
any information you provide will be treated with utmost confidentiality and will only be
published as anonymous statistical data.

Kindly request you to spare a few minutes and fill this questionnaire and thank you for your
cooperation.

Section A: Background information.

1. Which is your highest level of education?
i.  Secondary
ii. Diploma
iii.  Degree

JOo U0

iv.  Postgraduate

2. Please tick the sector you are in:
i.  General trade, Whole, Retail, Stores
ii.  Transport, storage and communication
iii.  Accommodation, Catering and Entertainment
iv.  Professional and Technical services
v.  Pharmaceuticals and Health Services

vi.  Workshops, Industry plants

3. Job Experience
i. Below 3 years
ii. 3-8years
iii. 9-15years

JUo0

iv.  Above 15 years
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Section B: Effect of the Taxpayer Sensitization on revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County.

Kindly express the extent to which you agree or disagree with the following statement and
indicate the one that describes your position under the scale given below.

Strongly Disagree (1), Disagree (2), Neutral (3), Agree (4), Strongly Agree (5).

No. | Statement 1123|415

B1 | Tax clinics have aided in training taxpayers on how to comply with tax
laws.

B2 | Tax clinics have played a key role in providing taxpayers with
necessary technical support from Kenya Revenue Authority officials.

B3 | Tax seminars have provided taxpayers a chance to air their grievances
and make suggestions on service improvement.

B4 | Taxpayer sensitization campaigns have played a vital role in changing
taxpayers’ attitude towards payment of taxes.

Section C: Effect of Taxpayer Print Education on revenue collection by Kenya Revenue

Authority among small and medium enterprises in Mvita Sub-County.

Kindly express the extent to which you agree or disagree with the following statement and

indicate the one that describes your position under the scale given below.

Strongly Disagree (1), Disagree (2), Neutral (3), Agree (4), Strongly Agree (5).

No. | Statement 1121|3415

C1 | Newspapers play a vital role in relaying tax information a wider range of
people including those in the rural areas.

C2 | A printed brochure is easy to access and read when compared to content
from an e-mail hence useful to convey tax information.

C3 | Brochures allow a lot of information to be compacted in a small area
hence useful to relay a wide range of tax info to the taxpayers.

C4 | Artistic design layout which is creative makes the pamphlet more
exciting for readers hence attractive to convey tax message to the
taxpayers.
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Section D: Effect of Taxpayer Online Education on revenue collection by Kenya Revenue
Authority among small and medium enterprises in Mvita Sub-County.

Kindly express the extent to which you agree or disagree with the following statement and
indicate the one that describes your position under the scale given below.

Strongly Disagree (1), Disagree (2), Neutral (3), Agree (4), Strongly Agree (5).

No. | Statement 1(2(3(4 15

D1 | Taxpayer online education on social media has enabled taxpayers to
file their returns easily than before resulting to tax compliance.

D2 | Taxpayer online education on social media has enhanced the public’s
levels of understanding of various KRA tax regimes.

D3 | The tax tutorials on the KRA website have been helpful in providing
taxpayers with awareness on the procedures for filing tax returns.

D4 | Posting important tax information on the KRA website has made it
easier for taxpayers to access it hence leading to tax compliance.

Section E: Effect of Taxpayer education on revenue collection by Kenya Revenue Authority

among small and medium enterprises in Mvita Sub-County.

Kindly express the extent to which you agree or disagree with the following statement and

indicate the one that describes your position under the scale given below.

Strongly Disagree (1), Disagree (2), Neutral (3), Agree (4), Strongly Agree (5).

No. | Statement 1121345

E1 | Taxpayer awareness program by Kenya Revenue Authority has enabled

tax payers file their returns easily leading to more tax collection.

E2 | Taxpayer workshops are more detailed and provide ample time for the

public to conceptualize tax ideas leading to tax compliance.

E3 | Taxpayer awareness program by Kenya Revenue Authority has resulted

into improved tax attitude leading to more tax collection.

E4 | Taxpayer awareness programs have enlightened the public on the need to

pay taxes leading to tax compliance.
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