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ABSTRACT

Taxation is considered the primary source of government funding and plays a critical
role in social economic and political development of any nation across the globe.
“Despite ongoing tax reforms by the government, a large section of small business tends
to exhibit low tax compliance even though they are eligible to pay taxes. This is
evidenced by many governments being unable to meet their target revenue collections.
The main objective of this study was to determine the factors that affect VAT
compliance in South of Nairobi, Kenya. The specific objectives were to determine the
effect of taxpayer perception on VAT compliance, establish the effect of enforcement
measures on VAT compliance and to establish the effect of stakeholder sensitization on
VAT compliance. The study was guided by Fiscal Psychology Theory, Economic
deterrence theory and Stakeholder’s theory. The study employed explanatory research
design that involved the use of a structured questionnaires in collecting primary data.
A pilot study was conducted in West of Nairobi Kenya to test the reliability and validity
of research instruments. The study population was 4053 licenced wholesalers with
South of Nairobi. A sample size of 364 was determined by using Yamane 1967 formula
and selected using stratified random sampling. Data collected was analyzed using
descriptive and inferential statistics. The relationship between the independent
variables mentioned above and VAT compliance was obtained by using regression
analysis. Regression analysis established that taxpayer perception had a beta coefficient
(B1) of (0.314, P=0.000<0.05) while enforcement measures had a beta coefficient (2)
of (0.253, P=0.003<0.05). Lastly, stakeholder sensitization had a beta coefficient (Bs3)
of (0.421, P=0.001<0.05). Model summary show that the predictor variables used
explain 55.9% of variations in dependent variable meaning that there are still other
variables that affect the wholesalers in South of Nairobi County. The study made
conclusions on taxpayer perception, enforcement measures and stakeholders’
sensitization that there was a significant positive relationship between all independent
variables and Value added tax Compliance among wholesalers in south of Nairobi
Kenya. The study therefore recommends that the government should ensure efficient in
utilization of revenue generated for the benefit of its people so that the citizens can have
more confidence in them and support their administration by being VAT compliant.
KRA should review its policies on court sanctions, fines and penalties on taxpayers and
strictly enforce the deterrence sanctions since tax deterrence sections influence tax
compliance level by wholesalers in south of Nairobi Kenya. Also, KRA should
emphasize on VAT awareness of taxpayers as this will enhance their compliance levels.
Therefore, there is need to undertake other studies related to the same topic with wide
considerations to other determinant like technology and online filing on VAT
compliance.
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DEFINITION OF TERMS
Deliberate measures taken by tax authority to enforce
compliance among the taxpayers including arresting of
taxpayers, caveat of assets and agency notice (Lederman,

2018).

Sensitization is an arrangement which enhances the
knowledge and involves such platforms as seminars.

(Olaoye & Ayodole, 2017).

Tax compliance is the submission of tax return within the
period stipulated, stating the deductions and income
correctly, ensuring the taxes assessed and the levied taxes

are paid before the due date (Pellegrini, 2016).

Perception is the interpretation or one’s understanding of
something through the senses. This is how taxpayers

perceive on-line tax system (Mukabi, 2014).

Value Added Tax Compliance is measured in different
aspect such as willingness to register for tax obligations,
correct computation of tax dues, filing in time and
payment of tax due within the within the stipulated time

(Dwenger, 2016).

A wholesaler is a trader who buys merchandise in bulk
from manufacturers and sells them in small quantities to

retailers (Boris , 2017).



CHAPTER ONE
1.0 Introduction
This chapter comprises the background of the study, statement of the problem, research

objectives, research hypothesis, significance, and the scope of the study.

1.1 Background of the Study

Globally, revenue is needed by governments in both developing and developed
countries, for public expenditures such as public administration, provision of social
services, defence, and infrastructure. To finance these activities, the government should
impose taxes to its citizens. According to (Hyman, 1990), taxes are compulsory
payments made by citizens of a country and do not necessarily relate to the benefits
received from the government in terms of goods and service. Taxes are levied for the
benefit of the government as whole, not for the advantages of individual or class.
Therefore, tax is a payment imposed by government, and is compulsory with no
expectation for direct benefit to the taxpayers (Bhatia, 2003). We pay taxes because it
is expensive for an individual to fully pay for a service used and thus the government
intervenes by collecting taxes for funding the public expenditures to benefit its citizens.
There are various tax systems adopted by both developing and developed countries

whereby VAT is one of them.

VAT is a major part of the tax system for several African nations. VAT system have
been adopted in different mechanisms by both internal and external pressures. Some of
the external pressures are influences from international financial organizations and
advice that come from the agencies of former colonial Powers. Difficulties experienced
in the collection of enough revenue from taxes and other levies are some of the internal

pressures (Krever, 2008).



Value added tax is a tax imposed on goods bought for consumption. It is charged on a
product at every stage of supply chain whenever value is added between its production
and sale. Value added tax was introduced by French engineer Laure in 1954 to replace
sales tax which was easy to evade. Many European countries introduced VAT in 1960s
and 1970s and then developing countries followed in 1980s. Because of globalization
and harmonization of international trade between multilateral treaties and developed
economies of cooperation, agreement have emerged, and VAT has gone beyond
boarders of any state and there was a need to eliminate tax evasion. VAT was introduced
with main goal of harmonizing VAT law, matching of content and layout of VAT

gvasion.

Value added tax (VAT) came to existence in 1990 to replace sales tax which had been
there since 1973 in Kenya. The main reason as to why it was introduced was to reduce
tax evasion and expand tax base to increase the government revenue. The VAT Act Cap
476 governs the administration of Value Added Tax. The VAT framework has goods
and services which are taxable except for zero rated products that comprise of basic
goods as well as exports. Value Added Tax was adopted with an ordinal rate of
seventeen percent but incorporated with other fourteen rates with the highest ever being
two hundred and ten percent. Two hundred and ten percent rate made VAT look like a
tax system that targeted differentiated commodities. In the year 2013, Value Added Tax
Act was adopted and implemented; at this time VAT policy, faced several drawbacks
by the business owners as well as the government. Since the inception of the VAT, the
taxman has removed some provisions and added some provisions into the Act. The
most noteworthy changes comprise of removing of the Value Added Tax remission;

exclusion of a lowered rate of twelve percent, combination of previous subordinate



regulations and the main regulations, reduced the scheduling of 8 to 2 as well as raising
the rates of zero-rated tax charges and exempting basic supplies (Ernst & Young, 2016).
VAT is collected at specified points by registered persons who remit it to the
Commissioner. Since the tax is paid by the final consumer of products, registered

persons serve solely as VAT agents in collecting and paying the tax.

Additional improvements that of mobilizing government incomes that comprised of
the creation of Kenya Revenue Authority under Kenya Revenue Authority Act number
2 of 1995. During the second plan of between 2003 and 2006, KRA paid attention on
the restructurings and rejuvenation programme (RARMP) that was aimed at improving
the competence in the collection of revenues, incorporation of the tax divisions as well
as the efficiency in delivering the services. The key reforms that targeted promoting the
value added tax comprised the adoption of the Electronic tax registers (ETRS) to make
sure maximum income is realized from the retailers; the Simba system that allowed the
importers affirm their products easily; adoption of the integrated tax management
system (ITMS) and the latest reform is the adoption of i-tax with the aim to offer several
tax services online thereby easing the compliance by the taxpayers (Kanyi & Kalui,

2014).

To achieve growth objectives as envisioned in the vision 2030 demands for sustaining
a 10% economic growth and guaranteeing that the huge government expenses are
fulfilled by the incomes from the taxation (Republic of Kenya, 2007). In connection to
this agenda, the KRA as the Kenyan taxman aims to realize 24.3% growth in incomes.
To achieve sustainable tax revenue, the authority will focus on key initiatives including
realizing a VAT share of the gross domestic product of nine per cent, realizing

taxpayers’ compliance rate of 65 percent and the realization of a minimum taxpayers



of four million (Kenya Revenue Authority, 2019).

Wholesaler trade refers to the buying and selling of goods and services in large
quantities to be sold or to be used for other purposes (Boris & dobras, 2017). Wholesale
businesses in Kenya play a major role in economic developments since the introduction
of Value added tax as per the study conducted by (Masinde, 2012) on unlocking the
revenue potential. However, as much as wholesale businesses continue growing, KRA
still experience a lot of challenges in collecting revenues in the form of value added
taxes. Some of the challenges that cause non-performance of VAT revenues in the
wholesale business include the management, taxation policies and systems. Tax
compliance represents multi-faceted measures of taxation relating to payment,

reporting, and filling of taxes (Stam & Verbeeten, 2017).

According to Gangl (2015), tax compliance is the taxpayers’ ability to accurately report
all their incomes and remit all taxes to fulfill the provisions of the court, laws and
regulations that govern taxation in a country. Onu & Outs (2015) define tax compliance
as the taxpayers’ act of filing tax returns, declaring accurate taxable incomes and
disbursing the taxes payable on time and without being followed up by the tax
authorities. It is considered an offence if the taxpayers fail to comply with the laws and

regulation governing taxation (Kondelaji, 2016).

The compliance of tax laws and regulations remain to be a major challenge that affect
economic growth across the globe. “Tax compliance in Europe is only about 8% of the
GDP whereas Italy loses above 183 billion euros annually due to tax non-compliance
(Machogu & Amayi, 2016). Across East African countries, there is relatively higher

tax compliance in relation to the GDP. Oladipupo and Obazee (2016) argues that there



are extrinsic factors that play a vital role in tax compliance. A study was done by
(Jayawardane, 2015) with the aim of establishing the link that existed between tax

compliance and extrinsic factors where they noted a positive relationship.

In fact, Kenya is known for low tax compliance among the countries with low income.
The main cause of low tax compliance is KRA’s failure to meet the budgets of tax
revenue collection and excessive use of external debts as well. The increased low tax
compliance forms the basis of the current study. Kenya is categorized among those
countries with low tax compliance that has resulted to low national income. This
challenge has been further compounded by the country’s difficulty in ensuring the
efficiency and effectiveness of tax administration. According to the research conducted
in Kenya by African Research review, the tax noncompliance by entities has made KRA
fail to achieve its set revenue collection target. It was established from the study that

there is high VAT noncompliance among business entities that are middle-income.

According to Kenya National Bureau of statistics (2017), 67% of the business entities
that operate in Kenya are still not VAT compliant even after the implementation of the
regulations by the government. It further states that most of the businesses were
recording declined profits due to inconsistencies in service because of their failure to
comply with VAT laws and regulations (Masaku, 2019). There is need for
investigations to establish the reasons as to why tax collection authorities such as KRA
continue to perform poorly in collection of tax revenues even with the government

putting a lot of effort to ensure maximum amounts are collected (Gitaru., 2017).”



1.2 Statement of the Problem

Tax revenue is considered the primary source of government funding and plays a
critical role in socio economic and political development of any nation across the world
(Widianto, 2015). A large section of small business tends to exhibit low tax compliance
even though they are eligible to pay taxes (Oladipupo & Obazee, 2016). This denies
revenue from many governments over the globe making them unable to meet budgetary
allocation and provision of essential services to her citizens. This has forced the
governments to resort to external borrowings to finance their activities. In most
instances, taxpayers are not willing to register for tax obligations, compute the correct
tax due, filing returns in time and payment of taxes due within the stipulated time

(Dwenger, 2016).

Since devolution began in 2013, Kenya's VAT revenue collection have not been
meeting its targets despite ongoing tax reforms. During the Financial Year 2020/2021
KRA collected an aggregate of Ksh 350.75 billion against target of Ksh 405.91billion
which translated to 86.4% (Kenya Revenue Authority, 2021). During the Financial
Year 2019/2020 KRA collected an aggregate of Ksh 380.84 billion against target of
Ksh 508.8 billion which translated to 74.9% (Kenya Revenue Authority, 2020). During
the Financial Year 2018/2019 KRA collected an aggregate of Ksh 409.5 billion against
target of Ksh 464.2 billion which translated to 88.2% (Kenya Revenue Authority,
2019). During the Financial Year 2017/2018 KRA collected ksh356.7 billion against a
target of ksh 423.3 billion which translated to 84.3 % (Kenya Revenue Authority,
2019). As a result, this indicates that the Kenyan government is not performing
optimally in VAT revenue, necessitating the need to identify the factors affecting VAT

compliance and how to improve it.



Previous studies have linked taxpayer perception to tax compliance. Kazi and Farhana,
(2020) linked taxpayer perception to tax compliance in Dhaka, Bangladesh. “The study
examined the relationship between tax compliance and perception of government
spending and showed a positive significant relationship which implies that taxpayer
perception of government spending as good and will boost the decision to comply with
the tax laws of a country. However there exist contextual differences since they were
conducted in other countries. It would be impractical to relate the results of this study
to the local context. Zachary, (2017) investigated tax compliance cost and tax payment
by small and medium enterprises in Embu County, Kenya. The study concluded that
there was a significant and direct relationship between tax compliance costs and tax
payments by SMEs in Embu County. However, he recommended on addition study on
other factors like attitude and perception of taxpayers. Felippe, (2021) conducted a
study on the link between enforcement factors and VAT compliance in Brazil. The
results show that tax evasion is directly associated with tax burden and audit cost, but
the effect of fines is unclear.” However, little has been done on assessing the
determinants of value added tax compliance amongst wholesaler’s business in Kenya
with a specific consideration to how taxpayer perception, enforcement measures and
stakeholder’s sensitization affects VAT compliance. This means there is still a gap that

needs to be filled, therefore necessitating this study.

1.3 Objective of the Study

The study was guided by general and specific objectives.

1.3.1 General objectives of the study
The main objective of this study was to determine factors affecting Value Added Tax

compliance among wholesalers in South of Nairobi County, Kenya.



1.3.2 Specific Objectives of the Study

The study was guided by the following specific objectives:

i.  Todetermine the effect of taxpayer perception on Value Added Tax compliance

among wholesalers in South of Nairobi County.

ii. To establish the effect of enforcement measures on Value Added Tax

compliance among wholesalers in South of Nairobi County.

iii. To establish the effect of stakeholder sensitization on Value Added Tax

compliance among wholesalers in south of Nairobi County.

1.4 Research Hypothesis
I. Hoq: Taxpayer perception has no significant effect on Value Added Tax

compliance among wholesalers in South of Nairobi County.

ii.  Ho,: Enforcement measures have no significant effect on Value Added Tax

compliance among wholesalers in South of Nairobi County.

iii.  Hos: Stakeholder sensitizations have no significant effect on Value Added Tax

compliance among wholesalers in South of Nairobi County.

1.5. Significance of the Study

KRA is responsible for enforcing and administering all legal taxes in Kenya. Despite
Kenya's rapid growth of the informal sector, tax collection has remained a significant
challenge, with gains diminishing over time. This study will generate findings that will
dissect the issue, diagnose the underlying causes, and suggest potential solutions for

overcoming the identified roadblocks.



This study collected data directly from VAT taxpayers, enabling them to provide
information that will tailor a solution to VAT tax collection output. Other policymakers
in various countries may use the findings of this study to help solve a similar problem

in their own countries.

This study will fill a knowledge gap by elucidating the variables affecting VAT revenue
output in Kenya as administered by the Kenya Revenue Authority. Many individuals
interested in determining why VAT collection has been unsuccessful in Kenya will find
the evidence presented in this helpful research. Additionally, researchers may use this

study's findings to bolster their argument, thereby emphasizing the results’ significance.

1.6 Scope of the Study

The study concentrated on Wholesale businesses within South of Nairobi in Nairobi
County, Kenya. South of Nairobi is amongst the areas where the wholesaler’s business
are concentrated. The study focused on establishing the factors affecting Value Added
Tax compliance amongst wholesalers. Specifically, the effect of taxpayer perception,
enforcement measures and stakeholder sensitization on Value Added Tax compliance.
The target population was 4053 and the sample size was 364 licensed wholesalers’

business registered by KRA. The scope covered 2020/2021 financial year.
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CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction
This chapter presents a review of concepts, theories that provide the theoretical
background which include Fiscal Psychology Theory, Economic Deterrence theory and
Stakeholder’s theory. It also covers the empirical literatures in relation to objective of
the study, critiques of literature, research Gap, summaries of literature and ends up with

Conceptual framework.

2.2 Review of Study Concepts

The concept of the study was to investigate factors affecting Value added tax
compliance. These factors include taxpayer perception, enforcement measures and
stakeholder sensitization. The study assumed that there was a relationship between

these factors and Value added tax compliance.

2.2.1 VAT Compliance

Tax compliance is the submission a tax return within the period stipulated that
accurately states the income and deductions and paying the taxes assessed and the
levied taxes within the due date (Pellegrini, 2016). Value Added Tax Compliance is
also a measure of the level to which individuals and corporates adhere to both indirect
and direct taxes at a free will. However, it may not be easy task to measure Value Added
Tax Compliance in a country since it involves even some intrinsic traits that are beyond
measurability criteria (Taru, 2019). For instance, individual morale to file taxes is
complex since it is difficult if they do it voluntarily or it is because of threats of
penalties. Value Added Tax Compliance is important to the government, it ensures that

revenue that is needed to cater for public expenditures is available. Value Added Tax
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Compliance is measured in different aspects such as willingness to register for tax
obligations, correct computation of taxes due, filing returns in time and payment of

taxes dues within the stipulated time (Dwenger, 2016).

There is a wide spectrum of evidence on what contributes to high or low Value Added
Tax Compliance in which various scholars have sought to establish circumstances
under which taxpayer comply or fail to comply with tax regulations. The good things
that enhance Value Added Tax Compliance are often referred to as incentives to comply
while the bad things as perceived by the taxpayers are known as deterring factors
(Gangl , 2017). In this respect, where incentives to comply are more than the deterring
factors, it follows therefore that Value Added Tax Compliance can be high, and the
reverse case is true. To conceptualize Value Added Tax Compliance, it crucial to note

that it can be achieved through persuasive or coercive mechanisms.

In Kenya VAT compliance is governed by Value Added Tax Act cap 476. VAT is
charged in accordance with the provision of the Act sec 5 (1). Any person who is
eligible to incur tax liability is required to register under Sec 34 (1) (a), (b), and Sec 44
(1-5) requires a taxpayer to submit the returns on time. Also, section 19 requires a
taxpayer to pay the tax due on time. Kenya Revenue Authority uses persuasive means
aims at educating the taxpayers on the need of paying taxes while coercive factors seek
to use force to enforce Value Added Tax Compliance (Mativo, 2015). As a result,
coercive mechanisms may even motivate tax evasion and deter compliance if too harsh.
It is important to note that Value Added Tax Compliance entails a process rather than
a single observation at a point it time. This is because Value Added Tax Compliance
measures the tax morale of taxpayers throughout the country about the entire of the tax

system or a single tax base. It is voluntary compliance that is cost effective to
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government and taxpayers (Zachary, 2017). Tax compliance pertains to the relationship
between individuals and the state. Individuals who are proud to be Kenyan and have
faith in both the Kenyan Revenue Authority (KRA) and the government depicted higher
level of compliance than those who were not proud and did not have faith in the

institutions (Otindo, 2021).

2.2.2 Taxpayer Perception

Perception is the recognition, interpretation, and response of individuals to sensory
information that they get from the environment (Appah & Wosowei, 2016). It is so
likely for different individuals to react differently towards the information they get
which influences their responses to it. In terms of tax, the knowledge that taxpayers
possess concerning the public expenditure have a significant impact on tax compliance
(Appah & Wosowei, 2016). “Gadenne (2016) further argues that as the government
gets more funding from grants, improved public service is realized, however, it also
raises questions to the taxpayers as to whether the tax revenue paid by them is used by
the government in ways that differ from their expectations. While it may not be possible
to meet the expectations of the citizens, may not be met, tax compliance behaviour will
normally reflect the quality of the government and the perceptions about its bodies to

which the taxpayers are contributing (Korutaro, 2017).

Perceptions about how fair the system of tax is, it generally about the administrative
government influences the taxpayers’ intention to comply with taxes. Individuals
holding positive attitudes to tax, commonly believe in equality and fairness in the tax
system and its administration and thus they comply with tax. Prior research indicates
that corruption in government increases the level of non-compliance by accelerating tax

evasion (Cyan., 2016).Perceptions on corruption damage compliance behaviour among
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taxpayers since they erode the willingness of taxpayers in contributing shares of
revenue (Melgar, 2010) and nurtures beliefs of doubt in taxpayers in the associated

government authority (Melgar, 2010).

Evans (2017), noted that corruption perceptions and tax non-compliance behaviour
present major problems in the success of developing countries. Such studies are
suggestive of commitments by the government to warrant an honest and corruption free
tax administration in the pursuit of an increased tax yield. Tax compliance should thus
be sustained, for instance, by a strong cooperative association between the government
and citizens who are taxpayers, who eventually will lead to improved voluntary

compliance” (Bertinelli, 2020).”

2.2.3 Enforcement Measures

Law plays an important role in implementing policy. Taxpayer must comply with laws
and regulations regardless of their background, Tax compliance is enhanced using
voluntary and enforced approaches (Blaufus, 2013) .Turner in (Youde & Lim, 2019)
explained that the law is the authority of tax officials which guide them to carry out
revenue collection. Legally, the tax authorities have the power to increase tax
compliance and punish the illegal reductions in tax payments by conducting tax audit
activities and imposing penalties. The absence of strict laws will cause the tax system

to operate ineffective (Bird, 2018).

According to Tax Procedures Act 2015, tax enforcement tools are gauges applied for
collection and reclamation of tax liabilities from defaulting taxpayers. These measures
involve a sequence of activities on the defaulting taxpayers. They are Agency notice (Sec

42 of TPA), Distress orders (Sec 41 of TPA), Charge or security on immovable property
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(Sec 40 of TPA) and court suits (Sec 39 of TPA). “Section 60 of TPA gives commissioner
full and free access to any building or property and authority to cart away documents or

data storage devices believed to be used in tax fraud.

Tax will work effectively, if its administrators maintain an aggressive attitude with
respect to the correctness of the taxpayers ‘actions, (Bird & Oldman, 1967). Some
taxpayers fail to file or make mistakes through ignorance or neglect while others
deliberately cheat. A passive attitude by the authorities towards these errors and
falsifications will soon undermine the entire structure, since the diligent and honest
taxpayers will almost in self-defence be forced to the level of the careless and dishonest.
Taxpayers who comply with their obligations, must be protected by tax administrator
or else compliance will not be forthcoming. Most tax administrators, policy makers and
commentators agree that voluntary compliance would be greatly facilitated by the

existence of a simplified tax structure.”

2.2.4 Stakeholder Sensitization

Stakeholder sensitization can be explained as a way of informing or making awareness
to individuals and corporates regarding tax laws (Cyan, 2017). This presses taxpayers
to meet their obligation of tax to the nation. Primarily, stakeholder sensitization seeks
to ensure lead to a culture of willingly fulfilment of tax obligations. In the circumstance
that taxpayer learn and appreciate what ought to be done with respect to tax obligations,
holding other factors constant, it is expected that tax compliance may improve (Nsor,

2015).

There are various themes of stakeholder sensitization which can be viewed on different

perspectives. For instance, it can aim at motivating taxpayers to freely adhere to tax



15

stipulations, manipulate their mindset about their view on taxation and advocate for
change in attitudes (Misch, 2011). Businesses are constantly concerned with reducing
their expenses and to some extent they regard tax as such since it is an outflow. It takes
deliberate efforts and timely and appropriate taxpayer information to change this kind
of tax morale. Albeit the idea that has been put forward for a long time that no one pays
tax willingly, with right education, voluntary fulfillment of tax obligations can be
achieved (Pomeranz, 2015). And since, tax laws change now and then, changes should
be communicated early enough to ensure that those complying remain as such and more
taxpayers are enticed to make good their tax obligations. Information is paramount in

taxation (Onu , 2016).

A wide spectrum of tools is at the disposal of revenue authorities and state departments
when it comes to stakeholder sensitization. Availability of information, tax rate
imposed, individual attitude towards paying taxes, compliance cost and penalties for
non-compliance are some of the issues which drive any economy to full tax compliance
(Ameyaw, 2016). Common of them is use of paid adverts on Television, Newspapers
and Radio (Gachiku, 2015). Such adverts are aired on strategic time to reach most
recipients. Also, state departments charged with mandate of tax administration can
place adverts on magazines, post video on social media platforms and issue brochures
to taxpayers. Notwithstanding the media listed herein, the customer service of such

departments will play an important in providing real time knowledge on tax laws.

According to (Sukasi & Yunaida, 2020) concerning the effort to increase the number
of taxpayers, he stated that there are factors which need to be put into consideration to
increase tax compliance and awareness of tax through dissemination of tax regulations

by means of counseling, billboards, moral appeal, and opening tax regulation sites that
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are easily accessible by taxpayers. The tax sensitization provided to the community is
intended to provide an understanding to the public of the importance of paying taxes.
According to (Razmerita, 2016) a person's knowledge is influenced by factors,
including education, media, and information exposure. Furthermore, an individual

guidance process is needed in the social world.”

2.3 Theoretical Review

According to (William, 2007), a theory is a coherent body of thought or reasoning that
establishes rules and outlines the principles underlying known or observed phenomena.
This research is supported by Fiscal Psychology Theory, Economic deterrence theory

and Stakeholder’s theory.

2.3.1 Fiscal Psychology Theory

The fiscal psychology theory posits that taxpayers are motivated to pay taxes by their
attitude towards the payment of taxes, therefore, the better the attitude, the more the
motivation (Schmolders, 1960). “Taxpayers’ motivation to comply with tax laws relates
to the taxpayer’s perception and attitude of the tax system (Strumpel, 1966). The theory
pays attention to psychological variables like moral values and ethical values. Tax
compliance theories assume that psychological factors in addition to moral and ethical

values are important to taxpayers.

Under the fiscal psychology theory, there is theory of planned behaviour which states
that the behaviour of an individual is under the influence of some factors that originate
from certain reasons and emerge in a planned way (Ajzen, 1991). One’s behavioural
intention is influenced by factors like attitude, subjective norms and perceived

behavioural control that influences the individual to behave in a particular way (Nurlis,
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2015). The three factors fall under the influence of behavioural, normative and the
control beliefs. Taxpayers may comply even where there is probability of detection is
low since the theory’s focus is on morals and ethics. Under the psychology theory the
emphasis is on change of the taxpayers’ perception towards the tax system through
trainings and sensitizing individuals and organizations on the benefits of VAT

compliance” (Randolph, 2015).

2.3.2 Economic deterrence theory

Economic deterrence theory was developed by (Becker, 1968) having in mind the
aspect of criminology. “Economic deterrence theory is based on the fact that the
chances of one committing a crime is minimal if the punishment for that crime
overweighs its benefits. “The assumption is that awareness of what is right and wrong,
and the consequences of wrongdoing are known to all individuals in a society. The first
step an individual does to weigh the situation on whether to obey or disobey the tax
laws and calculate the gains and risks associated. Allingham and Sandom, (1972) are
the founders of economic deterrence model who improved the model of expected utility

of criminal activity developed by (Becker, 1968).

A taxpayer who is economically intelligent will violate the tax laws by evading
payment of taxes if the amount of tax evaded is greater than the costs associated once
he is caught. Therefore, the economic deterrence theory is purely based on the expected
reward or benefit (Mohd, 2010). The first aspect of this model is that if the taxpayer is
unwilling to take risks, then the probability to evade taxes is minimal. Secondly, the
taxpayer should have the requisite knowledge and awareness of the tax system for him
to gauge the likelihood of getting caught in case he commits an offence and the

consequences of the tax offence. The Allingham and Sandom model allow the taxpayer
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to carry out self-assessment and establish the amount of taxes to declare to the tax

authority.

The decision-making process by the taxpayer involves a comparison of the expected
reward of each outcome weighed against the likelihood that the particular outcome will
occur. Where the probability of an audit is high then this will deter under declaration.
The interpretation is that compliance levels are largely dependent on tax enforcement
measures that is tax audits and penalties. In conclusion, taxpayers only pay taxes not
voluntarily as loyal citizens but because they fear the sanctions associated with non-
compliance. Choosing to comply with VAT is thought to be an individual decision,
though crime can be committed due to systems weaknesses or failure to subject

criminals to legal justice” (Maseko, 2015).

2.3.3 Stakeholders Theory

Freeman & Mc Vea, (2001) defined stakeholders as the parties that can influence or be
influenced by the organizational efforts to achieve its goals. “The main stakeholders
consist of those who have a contractual relationship with the organization and are
influenced by the actions of organization despite having no contractual relationships.
Therefore, the corporation has an indirect relationship with the community over the

benefits of tax payment.

The role of taxpayers in financing development should be developed by increasing
public awareness about the obligation to pay taxes. This study uses stakeholder theory,
especially behavioral in organizations (Gudon, 2016). The success parameter of a
company in the viewpoint of social awareness is to prioritize moral and ethical

principles, namely achieving the best results without harming other groups of people.
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Companies that work by putting forward moral and ethical principles will provide the
greatest benefits to society. The company’s social awareness in paying taxes will have

an impact on tax compliance.

Freeman and McVea, (2001) suggested that a group or individual can influence and be
influenced by organizational efforts in realizing goals. Contractual relations between
taxpayers and the government in paying taxes indirectly affect society. In stakeholder
theory known as diffuse stakeholders, all parties may be influenced by the actions of
the organization, even though they do not have contractual relations with the
organization (Gudono, 2016). So, higher the taxpayer’s social awareness will increase

the intention of tax professionals to behave compliantly.

The influence of stakeholder management on compliance behavior has been
investigated in some aspects, such as the service quality provided by tax authorities. It
is argued that treating taxpayers with respect, providing services, and allowing
participation would likely encourage citizens’ compliance with tax regulations. Service
orientation of tax authorities can be perceived through education of taxpayers on
recordkeeping, reporting, providing information accessibility, etc. Accordingly,
empirical studies suggest that perceived service orientation of public organizations is
seen to facilitate cooperation with public authorities and boost citizens’ trust and

confidence (Gangl, 2015).”

2.4 Empirical Literature
This section provides an overview of past studies of research variables to identify

existing research gaps.
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2.4.1 Taxpayer Perception on VAT Compliance

Rantelangi, (2017) conducted a study to examine the factors that influence taxpayer’s
perception on the tax evasion. “Among the variables examined included tax knowledge,
tax morale, tax system, tax fairness, and compliance cost. The study populations
comprised of individual taxpayers registered at the Primary Tax Office in East
Kalimantan- Indonesia. The study employed purposive sampling technique. Analysis
of this research data used PLS (Partial Least Square). The result of this study indicates
that: tax knowledge, tax morale, tax system, tax fairness negatively influenced the
taxpayer’s perception on the tax evasion. Compliance cost positively influenced the
taxpayer’s perception on the tax evasion. From every negative variable, tax morale has
the most significant to tax evasion, followed tax knowledge, tax system, and tax

fairness.

Helhel and Ahmed (2014) investigated factors that impact the relationship between tax
attitudes and compliance to tax; evaluated and ranked the various factors that reduce
taxpayers’ compliance levels. The study used a five-point Likert scale questionnaire,
which was distributed to the taxpayers to help them understand their tax compliance
opinions. The study concluded that high relative tax rates and difficult to use and
comprehend tax systems were two major factors affecting the tax compliance level of
the Sanaa’ people of Yemen. They also pointed out that lack of continuous tax audits,
little fines and penalties and misuse of tax amnesties were critical factors that most

taxpayers attributed to their negative tax attitude.

Abdul-Razak and Adafula, (2013) evaluated taxpayers’ attitude and how it influences
tax compliance decisions in Tamale Ghana. The study adopted the use of questionnaires

which were administered to operators of SMEs in Tamale. Data obtained through the
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questionnaire was quantitatively analysed. The study adopted the use of descriptive and
inferential statistics in analysis. The study established that people are closely connected
to the amount of money they pay as taxes. The tax rates that paid in Ghana are
considered to be too high. Moreover, the load of taxes that are paid directly influences
the attitudes of people and this shows how they see the taxation system thus their
decisions regarding compliance. The study further established that, the accountability
or transparency levels by the government failed to meaningfully influence the attitudes
held by taxpayers. Finally, the levels of perceived benefits realized from the supply’s

government products, for instance there was high physical infrastructure.

Appah and Wosowei (2016) examined the behaviour of the individual taxpayer in
Nigeria and how it affected their compliance intention on tax revenue performance. The
study utilized both primary and secondary materials in fulfilling its purpose. Scholarly
sources were used as the source of the secondary information while the raw information
was realized from seven hundred and eighty-five participants using structured
questionnaires. Data collected was coded and analysed using SPSS. The outcomes
showed that a crucial connection existed between the intensions to comply and the
attitudes of equity. The taxpayers’ intentions to comply and the variables of the moral
norm; further a connection existed between the intentions to comply and penalties as
well as the risks involved. The study concluded that average taxpayers’ behaviour
should be studied guided by their financial conditions, preferences of risks, the society’s

characteristics with a focus on the governance levels.”

2.4.2 Enforcement measures on VAT Compliance
Felippe, (2021) sought to investigate the differences that were noted in the tax evasion

rate between the Global North and South countries, specifically focusing on Brazil.
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“Tax burden, audit cost, and fines were taken into consideration. This was achieved by
extending and applying Graetz, Reinganun, and Wilde’s model using data from tax
authorities from European and Latin American countries, which produced parameters
that are used for Bayesian games. The results indicated that tax evasion is directly
associated with tax burden and audit cost, but the effect of fines is unclear. Overall,
findings pointed to shortcomings in the tax system of Latin American countries that

create the avenue for high tax evasion.

Hannatu, (2020) investigated the relationship between fairness in the tax system,
detection probability and penalty magnitude with VAT compliance intention among
Small and Medium Enterprises (SMEs) in developing countries. Data was gathered
through the administration of 500 questionnaires of which 373 questionnaires were
retrieved, thereby representing the sample size for the study. The respondents were
SMEs in Nigeria. 5-point Likert Scale was used to measure the variables. Statistical
Package for the Social Sciences (SPSS) was employed as the primary statistical analysis
tool for the study. The result indicated that there was positive relationship between
fairness in the tax system, detection probability and penalty magnitude with VAT
compliance intention in developing countries. The study recommended a blend of carrot
and stick approach in tackling VAT compliance intention among SMEs, as that will
encourage the SMEs to remit the VAT collections and assist the policy makers to map-
out policies that would ensure an effective management of VAT revenue and

compliance among SMEs in developing countries.

Maurer Faculty conducted a survey in the US to determine if enforcement reduce
voluntary tax compliance (Lederman, 2018). The Internal Revenue Service (IRS)

expect greater compliance when the tax laws are enforced by means of sample auditing
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and imposition of penalties. It is believed that the federal income tax requirement for
taxpayers to self-report income is an incentive to cheat. Torgler, (2006) noted that when
monitoring and penalties are intensified for noncompliance, there will be increase

motivation and the taxpayers comply with taxes.

While enforcement of tax compliance is believed to generate optimal compliance, there
are exceptional cases that call for moral suasion. These cases involve large corporate
taxpayers whose contribution is significant exert risk and complexities to the tax
system. Tax authorities across the world have special offices for the large taxpayers that
help secure their compliance through persuasive rather than coercive instruments
(Akhand, 2015). The treatment of the small and medium taxpayers is often based on a
coercive philosophy also called deterrence or stick based approach. In this approach
taxpayers are forced to conform to their tax obligations and legally punished for non-

compliance (Almunia and Rodriguez, 2018).

Timothy, (2021) sought to investigate the behavioral factors of tax compliance in
relation to self-assessment scheme and generation of revenue in Nigeria. ‘The study
was based on library research approach. The findings revealed that tax knowledge, tax
audit, government spending and penalties are key factors under self-assessment scheme
influencing tax compliance. However, other determinants of tax compliance behavior
were ethics, attitude, reference groups, political affiliation, changes on current
government policy, income level, culture, age, gender, education, efficiency of tax
authority, simplicity of tax returns and administration. Therefore, the study
recommends proper tax education among taxpayers as well as regular tax audit and
strict penalty for tax noncompliance. Furthermore, the preponderance factors impact on

tax compliance behavior should be empirically investigated using Nigeria as a case
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study to determine which factors are most likely to influence tax compliance behavior

under self-assessment scheme.”

Karanja (2018) explored the challenges that contributes to the collection and
administration of turnover tax in Kenya. The research unearthed challenges of resources
in the administration of the turnover taxes and recommended tougher penalties for non-
compliance. Wasilwa, (2019) proposed a more indirect method in which the Kenya
Revenue Authority could subtly encourage compliance by encouraging registration,

prompt settlement of tax due and filing of returns.

2.4.3 Stakeholder Sensitization programme on VAT Compliance

Taru and Mukta (2019) examined Goods and Service Tax compliance in India. The
review had the object of examining the extent of awareness and perception of new tax.
More so, the study sought to investigate promotional strategies affected tax compliance.
Data was analyzed descriptively. Results revealed that awareness can be said to be a
moderate determinant of GST compliance from the sample taxpayers in India. Further
data analysis found out that promotional strategies were effective sensitization

platforms which enhanced tax compliance.

Obal, (2021) examined the effect of tax administration, taxpayer education on tax
compliance in Calabar, Nigeria. “It was specifically aimed at determining whether tax
administration and taxpayer education (proxied by electronic taxpayer education, print
media taxpayer education, and stakeholder sensitization program) affect tax compliance
among registered small and medium enterprises (SMEs). Survey research design was
adopted, and a self- administered questionnaire served as the means of gathering data

from 213 registered SMEs. The findings indicated that electronic taxpayer education
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had a significant relationship with tax compliance while the print media tax education
had a significant but negative relationship on tax compliance behavior of SMEs.
Furthermore, tax administration and stakeholder’s sensitization programmes had a non-
significant effect on tax compliance behavior of SMEs. This had policy implications
for the management of Cross River Board of Internal Revenue Service in the bid to

increase the fortunes of the state through income tax.

Olaoye and Ayodole (2017) did research with the aim of providing an empirical
evidence on how information technology affected taxation situation in Nigeria. ‘Data
was obtained from professionals from Southwest Nigeria States. Analysis of data was
done descriptively and in content analysis. Upon data analysis, it was revealed that
online tax filing with proper and timely sensitization enhance tax compliance. The
authors indicated that seminars and sensitization efforts on adoption of any new tax

administration system would foster tax compliance.

Kira, (2016) undertook a review of perceptions on tax revenue sourcing in Dodoma,
Tanzania. Examining perception of Electronic Fiscal Devices with regard to fulfilment
of tax obligations formed the goals of the inquiry. Data was collected and analyzed
descriptively. Findings led to the conclusion that use of EFDs was a great step towards
enhancing tax compliance among the respondents. In addition, results indicated that use
of electronic mechanisms saved time for processing returns thus saving on costs.
However, the rate of sensitization was low and this hampered adoption of the tools

which potentially lowered the level of tax compliance.’

Mwihaki ( 2018) reviewed the iTax tax system aiming to examine how the system

affected the adherence of tax obligation. ‘Businesses were sampled from Nakuru town,
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where structured questionnaires were employed to harness firsthand data. Results
indicated that with iTax system working and taxpayer payer adequately sensitized, tax
compliance was bound to improve. Further, fines and penalties were found to be a major
deterring factor since the respondents were afraid of non-compliant due to hefty

penalties.’

Karanja, (2018) ‘examined turnover taxes challenges at the Kenya Revenue Authority.
The explanatory variables were perceptions, officers trust in the levy and facilitation
mechanisms. Facilitation was used in lieu of sensitization. Firsthand data was obtained
from structured questionnaires from one hundred and forty-seven respondents working
at the KRA. Data was analyzed descriptively and principally it was revealed that
facilitation was a significant ingredient of tax compliance. Also, respondents indicated
that they had experienced more positive responses from the taxpayer when they

sensitized them on tax laws.”

2.5 Critique of Literature

There are various studies conducted by various researchers which are relevant to this
study which provide a pool of literature, although these studies are similar, they have
some shortcomings. “A study by (Abdul-Razak A. C., 2013) on evaluating taxpayers’
attitude and its influence on tax compliance decision in Tamale, Ghana targeting
general income tax. The finding on the level of government accountability and
transparency did not significantly impact taxpayers’ attitude while a study conducted
by (Helhel Y. A., 2014) on factors affecting tax attitude and tax compliance in Yemen
suggested that tax compliance is affected by low level of government accountability

and transparency.
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The study conducted by Lederman (2018) to determine if enforcement reduce voluntary
tax compliance revealed that there is greater tax compliance when tax laws are enforced
by auditing and imposition of penalties and taxpayer self-assessment encourages
taxpayers to cheat. However, study conducted by Felippe (2021), indicated that tax
evasion is directly associated with tax burden and audit cost, but the effect of fines is
unclear. However, the study by Demin, (2021) on tax compliance revealed that tax

administration must combine coensive and stimulating tools.

The study conducted by Taru, (2019) on Consumer Awareness and Perception towards
Goods and Service Tax Implementation in India revealed that it is the responsibility of
the government to commit itself in this regard and take up the responsibility of
providing information to the tax payers and the level of awareness is not significantly
different based on gender, age, qualification, income and profession. This was
supported by Olaoye and Ayode (2017) who evidenced that seminars and sensitization
efforts by the government foster tax compliance. However, the study conducted by Kira
(2016) revealed that the rate of sensitization in the use of electronic fiscal devices

perception was low.”

2.6 Research Gaps and Literature review summary

The review of past literature on the relationship between taxpayer perception,
enforcement measures, stakeholder sensitization and VAT compliance indicated
several gaps. The study has revealed contextual gaps that have been conducted in other
countries. It contains conceptual gaps where the studies have considered either of
conceptual variables or linkages in isolation or combination with other variables not
part of the study. The study also highlights methodological gaps where different

research methods were used. The gaps have been summarized in table 2.1
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“Author and
Year

Focus of the Study

Findings

Study Gap

Rantelangi Factors that Influence the | The result of this study indicates that: tax | There was a contextual gap because the study’s focus was on
(2017) Taxpayers’ Perception on | knowledge, tax morale, tax system, tax fairness | Indonesia
e | e | The Sty fotsed o tox morale, ax sstm, tax kowedge
. pay! . ' ’p X P y compliance cost and tax fairness as independent variables hence
Income tax in Indonesia influenced the taxpayer’s perception on the tax
: conceptual gap.
evasion
Abdul-Razak | Evaluating taxpayers’ The rates B Income taxes in Ghana are generally There was a contextual gap because the study’s focus was on Ghana
and Adafula. | attitude and its influence | PErceive be high. Furthermore, the burden of taxes _
(2013) ’ on  tax  compliance paid affects the attitudes of individuals and this | The study focused on tax burden, understanding of tax laws and
c P informs how they evaluate the tax system and | government accountabilities as independent variable, hence
decisions in Ghana. : . -
consequently their compliance decisions. conceptual gap.
Demin (2021 | Tax Compliance and its | The study revealed that tax administration must | Used secondary data which revealed a methodological gap.
Enforcement Instruments | combine not only the tools of coercive influence , .
. . . ; There was a contextual gap because the study’s focus was on Russia
in Russia but also stimulating tools
Felippe Brazilian Evidence on Tax | The results show that tax evasion is directly | Used secondary data which revealed a methodological gap.
Clemente Evasion and Enforcement aSSOCIatEd. Wlth tax burden and audit cost, but the There was a contextual gap because the study’s focus was on Brazil.
(2021) in Brazil effect of fines is unclear.
The study focused on tax burden, audit cost and fines as independent
variables hence conceptual gap.
Hannatu VAT Compliance among | The result indicates there is positive relationship | There was a contextual gap because the study’s focus was on
(2020) SMSs in  Developing | between fairness in the tax system, detection | Nigeria. The study focused on fairness in the tax system, detection

Countries to implement
sustainable development
goals in Nigeria

probability and penalty magnitude with VAT
compliance intention in developing countries

probability and penalty magnitude hence conceptual gap.
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Timothy
(2021)

Factors affecting tax
compliance behavior
under self-assessment
scheme in Nigeria

It was revealed that tax knowledge, tax audit,
government spending and penalties are the
consensus factors under self-assessment scheme
influencing tax compliance

Used secondary data which revealed a methodological gap.

There was a contextual gap because the study’s focus was on
Nigeria.

The study focused on tax knowledge, tax audit, government
spending and penalties as independent variables, hence conceptual
gap.

Taru and
Mukta (2019)

Consumer Awareness and
Perception Towards
Goods and Service Tax
Implementation in India

Results revealed that awareness can be said to be a
moderate determinant of GST compliance from the
sample taxpayers in India. Further data analysis
found out that promotional strategies were
effective sensitization platforms which enhanced
tax compliance

Used exploratory which revealed a methodological gap
There was a contextual gap because the study’s focus was on India

The study focused on level of GST awareness as independent
variables, hence conceptual gap.

Obal (2021)

Effect of tax
administration and
taxpayer education on tax
compliance behavior in
Nigeria

The findings indicated that electronic taxpayer
education had a significant relationship with tax
compliance. Furthermore, tax administration and
stake holder’s sensitization programs had a non-
significant effect on tax compliance behavior of
SMEs.

There was a contextual gap because the study’s focus was on Nigeria

The study focused on electronic taxpayer education, print media tax
education tax administration and stakeholder’s sensitization
programs as independent variables, hence conceptual gap

Kira (2016)

Perception of Electronic
Fiscal Devices regarding
fulfilment of tax
obligations formed the
goals of the inquiry in
Tanzania

Use of EFDs was a great step towards enhancing
tax compliance among the respondents. However,
the rate of sensitization was low and this hampered
adoption of the tools which potentially lowered the
level of tax compliance

There was a contextual gap because the study’s focus was on
Tanzania.

The study adopted a cross sectional research design hence
methodology gap.”
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2.2.8 Conceptual Framework

The Conceptual framework is a scheme of variables that a researcher carries out to
achieve the identified objectives. A variable is a measure of characteristics that takes
different values between subjects (Mugenda & Mugenda, 2003). “Independent variable
are variables that a researcher manipulates to determine the influence on another variable
(Kombo, 2009). The dependent variable tries to indicate the total influence that derives
from the influence of the independent variable (Mugenda & Mugenda, 2003). In this
study, independent variables are, taxpayer perception, enforcement measures and
stakeholder sensitization while the dependent variable is VAT Compliance. The
mathematical model for the relationship between the independent and dependent

variables is depicted in figure 2.1.”

Independent variables Dependent Variable

Taxpayer Perception
e Access to public goods
e Quality of the Tax services
e Integrity of KRA Staff

Ho1
Enforcement measures .
7 VAT Compliance
e Court lawsuits Ho e Timely remittance
e Distraint measures e Correct income
e Agency notice declaration
03

Taxpayer’s sensitization
e Seminars held
e Direct taxpayer’s
customer service

Figure 2:1. Conceptual Framework

Source: (Researcher, 2021)
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the method that was used to collect the necessary data and the
tools that were used to analyse it. It includes the research design, target population,
sampling, and sampling technique. “It also discussed the data collection instruments
used, data collection procedure and piloting aimed at determining the reliability and
validity of research instrument. The chapter ended with a discussion on data analysis and

presentation which was adopted in this study.”

3.2 Research Design

A research design is a theoretical framework within which analysis is carried out (Kothari
& Garg, 2014). “According to Kombo and Tromp (2009), a research design holds all
elements in a research project together. It is used to structure the research to show how
all the significant parts of the research project will work together. When the issue is under
investigation, the research design provides guidelines for approaching it (Nyanamba,
2017). Its main goal is to ensure that the information obtained allows the study to respond
to the survey questions as unequivocally as possible. This study employed explanatory
approach as it is the most effective in testing the relationship between the different
independent factors; taxpayer perception, enforcement measures, and stakeholder

sensitization and the dependent parameter: VAT Compliance.”

3.3 Target Population
According to Engel, ( 2010), a population is defined as all the items under consideration
in any field of inquiry. The study targeted 4053 owners or Managers of wholesalers in

South of Nairobi County. Only KRA VAT registered wholesalers as at 2020/2021 were
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considered for the study. The unit of analysis was licenced wholesales while the unit of
observation was owners/managers. The choice of owners/managers was justified because

they are the ones responsible in paying VAT.

Table 3.1: Target Population

Category Population Percentage of Pop.
Clothing and Textiles 123 3

Electricity power &&machinery 116 3

Motor Vehicle Spare parts 653 16

Households and General 2371 58

Food and Beverages 232 6

Computers and electronics 196 5

Hardware 362 9

4053 100

Source: Kenya Revenue Authority (2021)

3.4 Sample Size and Sampling Technique

Sampling technique is the process through which the entities in a population are
identified and selected (OECD, 2004). According to (Kothari & Garg, 2014), Stratified
sampling enables the participation of all components that make up a study population
“This study used stratified sampling through which 7 strata were used to classify the
wholesale businesses according to their level of activities. From these strata, it was
possible to get a representative sample from each individual stratum and enabled to cover
all the wholesaler’s business that operate within the South of Nairobi County. Random

sampling was used to choose respondents within the stratum.

A sample size is the sub-set of the large population (Cooper & Schindler, 2009). The

sample size of the was ascertained using Yamane’s (1967) formula.”

N
T T N(e)?
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Where: N = Population size
n = sample size
e = Margin error of the study

Sample size therefore was

4053 4053
= = = = 364 Respondents
1+4053(0.05)2 1+4053(0.0025)

The sample was distributed proportionally as illustrated in table 3.2.

Table 3.2: Sample Size

Category Population Sample Size
Clothing, Textiles and footwear 123 11
Electricity power & machinery 116 11

Motor Vehicle Spare parts 653 58

General Households 2371 211

Food and Beverages 232 22
Computers and electronics 196 18
Hardware 362 33

Total 4053 364

Source: (Researcher, 2021)

3.5 Data Collection

3.5.1 Data collection Instruments

The primary data was collected using a structured questionnaire. A questionnaire refers
to a series of questions that are aimed at fulfilling the collective purpose of a study and
they are completed by study respondents (Brace, 2018). It also refers to a list of questions
(closed or open-ended) aimed at realizing specific raw data from the field that was the
population of interest to the study. The use of questionnaire was best suited due to its
ability to gather facts from respondents without alterations of their first-hand opinions on
the area of study, it allowed the respond to give answers without being influenced and it

was cost effectiveness in acquiring information from the target population as it covered
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a huge geographical area. The rational for using questionnaire was that each respondent
was asked the same set of questions that provided efficient way of collecting responses
prior to analysis (Saunders, 2003). The design of the questions had a demographic section
and main sections having a five- point Likert scale where 1= Strongly disagree and 5=
Strongly agree. A five-point Likert scale was preferred because it was simple to
understand and the responded takes less time and effort to complete the questionnaire.
Also, the respondents have choices without becoming overwhelmed. The sections were
divided based on the objectives of the study. All the respondents were required to fill the

questionnaire. The collection of data was done systematically and closely monitored.

3.5.2 Data Collection Procedure

This is the roadmap of the data collection component of the research process. First, the
researcher obtained an introduction letter from Moi University to collect data. “After
receiving the letter from Kesra, the researcher obtained other research permits from
National Commission for Science, Technology, and Innovation (NACOSTI) and Nairobi
County Government respectively to conduct the survey. After ascertaining the reliability
of the questionnaire, the rest were administered to the respondents after seeking their
consent to participate. The respondents were briefed about the purpose of the study, how
they were expected fill the questionnaires and any other questions that might arise during
the exercise were clarified. The questionnaires were administered to the respondents
using the drop and pick method during official working hours. Blumberg (2014), stated
that a self-administered survey method is appropriate when it is important for the
respondent to have adequate time to carefully consider their responses. The respondents
who had not filled the questionnaires during picking, were given three more days to

complete.”
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3.6 Pilot Testing

A pre-test was carried out on Wholesale businesses located in West of Nairobi County.
According to the rule of thumb, 1-10% of the respondents were used to establish a pre-
test (Adrian & Gallagher, 2007). Consequently, 36 respondents were used to test
consistency and reliability of the research instruments. “The data obtained was coded and
analysed in SPSS. During the pilot testing, irrelevant, confusing, or ambiguous questions
were identified, and the questions were rephrased without losing content. The reliability
of the questionnaire was determined by subjecting it to a pilot study in west of Nairobi

county, Kenya.. The pilot results are presented in Table 3.3;”

Table 3.3: Reliability Results

Variables Alpha value Number of  conclusion
Taxpayer perception 0.858 6 reliable
Enforcement measures 0.956 4 reliable
Stakeholder sensitization 0.982 6 reliable
Value Added tax compliance 0.723 4 reliable

Source: Research Data (2021)

The pilot results indicated that the reliability of Taxpayer perception was 0.858. “Using
Cronbach’s alpha test of reliability; the reliability of the enforcement measures was
0.956; the reliability of the stakeholder sensitization was 0.982; the reliability of value
added tax was 0.723. The study results revealed that all the variables gave an alpha test

value of greater than 0.70, therefore all the items were regarded reliable.”

3.6.1 Reliability
Reliability means the consistence, steadiness, or steadfastness of the information. At
whatever point a researcher measures a variable, the person in question needs to be

certain that the estimation gives reliable and steady outcomes (Wikman, 2006).The
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questionnaire was exposed to generally reliable quality examination with an inward
consistency. The coefficient of inward consistency was estimated by utilizing Cronbach
alpha. Inward consistency quantifies the connections between different things on a
comparative. “Cronbach Alpha coefficients of above 0.7 was the cut—off reliability for
this study at 95% confidence level and 5% level of significance. The core resolution of
the test-retest research was to check on the appropriateness and the simplicity of the
questions on the objects that were designed, significance of the information, the language

that was utilized and the content of the validity of the objects from the response given.”

3.6.2 Validity

Validity is the extent to which an instrument is designed to measures (Remenyi, 2015).
Content validity was used to ascertain the questionnaire’s validity and was determined
by using exploratory factor analysis matrix. “To guarantee legitimacy of the instrument,
the questionnaires were given to experts in the field of study for comments on the
suitability and representativeness of questions. The input from field experts were

incorporated into the study to ensure that the content was valid.”

3.6.3 Assumptions of Regression

When using the regression model, there are assumptions must be made to the model to
determine the relationship between the independent and dependent variables (Osborne &
Waters, 2014). These assumptions must be met before inferences are drawn and if not
the results may not be valid and therefore it may result in type 1 or type 11 error or under
or overestimation of significance level (Wheeler & Tiefelsdorf, 2005).” Therefore, the
assumptions have to be pretested for a valid result. Prior to data analysis, assumptions
for normality were checked together with homoscedasticity, linearity, autocorrelations,

and multicollinearity.”



3.7 Measurement of research variables

The measurement of research variables is shown in Table 3.4.

Table 3.4: Measurement of research Variables
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Measurement Data Type of
Variable Indicators Source Scale collection ar)]/; sis
instrument y
Independent Access to Ahmed Descriptive
P public goods  (2014) Statistics
Taxpayer Quality of Kairu 5- point Likert . . Correlation
Perception Tax services  (2018) scale Questionnaire analysis.
Integrity of Kira Regression
KRA staff (2016 Analysis.
Court Timothy Descriptive
Independent lawsuits (2021) Statistics
Enforcement  Distraint Hannatu  5- point Likert Questionnaire Correlation
Measures Measures (2020) scale analysis.
Agency Wasilwa Regression
notice (2019) Analysis.
Descriptive
Independent Statistics
Stakeholder Seminars Olaoye Correlation
sensitization held (2017) 5- point Likert _ _ analysis.
scale Questionnaire
Di .
ta;re;:t or’s Obal Regression
cusrt)or};er (2021) Analysis.
service
Timely Appah Descriptive
Dependent remittance (2016) Statistics
VAT ﬁ]‘z:ﬁf: Wafula ~ 5-point Likert o .. Corfelation
Compliance . (2018) scale analysis.
Declaration
Regression
Analysis.

Source: (Researcher, 2021)
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3.8 Data Analysis and Presentation
Data analysis involves the data gathering, modelling, and transforming with the aim of
identifying the usefulness of information, suggesting conclusions, and supporting
decision making (Fitcher, 2005). “The collected data was edited, coded, tabulated, and
analyzed using descriptive and inferential statistics in the Statistical Package for Social
Science (SPSS). Quantitative data was analyzed using real descriptive measured
statistics, which included the frequency, the mean, the standard deviation, and percentage
calculations. Inferential statistics, such as Analysis of Variance was used to analyze
qualitative data (ANOVA). The study was also conducted multiple regression analysis to
develop a mathematical model that connected the independent and dependent factors.”
Linear regression model equation
The regression model was used to establish the link between the independent variable
and the dependent variable as follows.

Y =By + B1X1 + B2X; + B3X3 + &,

Where: Y= VAT Compliance
X1= Taxpayer Perception
X, = enforcement measures
X3 = Stakeholder Sensitization
Bo = Constant term
B+, B2, andB; = regression coefficient of three independent variables

€= error term
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3.9 Ethical Considerations

This study was reviewed and approved by NACOSTI and Moi University by obtaining
consent and permit to collect data. For study participants to participate voluntarily, prior
permission was required. All data collected during the study and analysis tool used were
kept confidential by the researcher. The resources were assigned unique numbers to
protect respondents’ privacy and not be labelled with their names. No respondent was
coerced, and they were allowed to withdraw during data collection without prior notice.
The data collected from study subjects were password-protected, ensuring that only
approved individuals had access to the privileged information gathered from them. The

study was purely made for academic purpose.
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CHAPTER FOUR
DATA ANALYSIS AND DISCUSSION OF FINDINGS
4.1 Introduction
The chapter gives the results by evaluating data reliability and presenting the summary
statistics for research whose objective was determine factors affecting Value Added Tax

compliance amongst wholesalers in South of Nairobi County, Kenya.

4.3 Response Rate
The sample size of 364 questionnaires were distributed to wholesalers in South of Nairobi

County, Kenya. Table 4.1 below shows the response rate.

Table 4.1: Response Rate

Response Number Percentage
Not respondent 79 22
Returned and filled questionnaire 285 78
Total 364 100

Source: Research Data (2021)

364 questionnaires were distributed to the respondents where 285 questionnaires were
fully filled and returned which represented 78% while (22%) did not respond. “The
response rate of 78% was considered adequate for data analysis. This could be supported
by Kothari (2014) who stated that the response rate of 60% and above is good while over
70% was very good. Based on these assertions, this implies that the response rate for this
study was adequate, thus, to fulfill the main goal of the study. Figure below illustrate the

level of response rate.”



41

Response Rate

= Response m

Figure 4.1: Response Rate

Source: Research Data (2021)

4.4 Demographic Characteristics

The study also implored the respondents to state the period in the business. Table 4.2
reveal that majority 24.5% were stayed for 3-5 years, 24.2% had stayed for less than 3
years, 19.6% had stayed between 11-15 years, 18.2% had stayed 6- 10 years.13.3% had
stayed above 15years. The result depicts that majority of the respondent were in business
between 3-5years and have been dealt with the KRA for a rather longer period than young
ones; thus the older the business operator may better understand the tax laws and

consequently may be better position to evaluate the tax liability.

The level of education of respondents who participated in the study was also examined.
The results presented showed that (31.2%) respondents had undergraduate degree as their
highest academic level, with (28.1%) indicating that their highest level of education was
post graduate. (21.4%) stated that their highest level of education was certificate
education, diploma level was (11.2%) while others were representing 6.6%. Lastly high

school level was (1.4%). The study established that the respondents had formal education
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and thus they could respond to the questionnaires on concerning VAT compliance
without need of an interpreter. Also, It necessary to evaluate education background of
taxpayer because educated people are more capable of comparing the benefit derived

from the government in relation to the amount they contribute to the government.

The study sought to know if respondents have attended any formal taxation training
organized by KRA. “Results revealed that (81.1 %) had attended training while (18.9%)
had not attended any training. The results demonstrate that respondents were well
informed of taxation. The study sought to if the respondents have ever been audited by
KRA for the last five years. Results revealed that (48.1%) had been audited while
(51.9%) were not audited. The results demonstrate that majority of respondent had not

been audited.

This area of the study, sought to know the annual turnover of the business. The findings
show that majority 56.1% of businesses turnover were above 5,000,000 followed by
21.4% which was between 2M — 5M, 20.3% was between 500,000-2M, while 2.1%
was less than 500,000. From these findings, most of the trader’s annual turnover was
above 5,000,000 annually; therefore they had experiences and could appreciate the

findings of these study.”



Table 4.2: Demographic Characteristics
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Characteristics Percent (%)
Business existence less than 3yrs 24.2
3-5 24.5
6-10 18.2
11-15 19.6
Above 15yrs 13.3
Total 100
Education level High school 1.4
Certificate 21.4
Diploma 11.2
Undergraduate 31.2
Postgraduate 28.1
Others 6.6
Total 100
Training Yes 81.1
No 18.9
Total 100
Audit Yes 48.1
No 51.9
Total 100
Turnover less 500,000 2.1
500.000-2M 20.3
2M-5M 21.4
Above 5M 56.1
Total 100
Survey Data (2021)

4.5.2 Exploratory Factor Analysis

The exploratory factor analysis matrix gives loading that is the correlation between each

variable and each factor. A factor is an underlying dimension that account for several

observed variables (Mugenda and Mugenda , 2003). The cells result from the Table 4.3

reveal factor loadings which gives values over 0.5 and none is more than 0.964 implying

linear relationship, interval or near interval data lack of high multi-collinearity. (Barry,
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2013) suggested that any factor loading below 0.4 is weak and those between 0.5 and 0.6

are moderate. While values which are less than 0.3, the results of the factor analysis

probably will not be very useful in the research. Thus, from results of the all the

questionnaire were able to meet a significant value in the research findings.

Table 4.3 Factor Analysis

TP

EM

SS

Taxpayer perception

Usage of public funds .... 0.685
Transparency and accountability...... 0.864
Government provides quality services... 0.752
Quality of services in return of taxes 0.728
Relations KRA staff and taxpayers.... 0.948
The probabilities of being detected... 0.701
Enforcement measures

Supplied with a court suit...

KRA have put distraint measures...

Agency notices are frequently used...

Lawsuits due to noncompliance....

Stakeholder Sensitization

KRA seminars improve my knowledge...

Road shows have improved my knowledge...

Filing assistance has educated...

Support center’s makes service accessible...

Use third parties help in tax information...

Direct calls from KRA staff...

0.654
0.732
0.840
0.902

0.785
0.641
0.964
0.650
0.887
0.960

Extraction Method: Principal Component Analysis

Survey Data (2021)

4.5 Diagnostics tests

4.5.1 Test of Normality

Multiple regression assumes that the data under test is normally distributed (Osborne &

Waters, 2014). “It is assumed that errors are normally distributed, and that a plot of the

values of residuals will approximate a normal curve (Keith, 2006). Non-normally

distributed variables can distort relationships and significance tests (Osborne & Waters,

2014). There are several ways of testing normality such as Shapiro-Wilk, Kolmogorov-
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Smirnov, Lilliefors and Anderson Darling. Shapiro-Wilk test was used as it is the most
powerful normality test (Razali & Wah, 2011). The results showed that all the variables
were above 0.05 (p > 0.05) hence confirming data normality with the evidence of
taxpayer perception with 0.61. enforcement measures with 0.87, stakeholder sensitization
with 0.77. The study’s data set was subjected to a normality test and the results are shown

in Table 4.4.

Table 4.4: Tests of Normality

Kolmogorov smirnow Shapiro-Wilk

Statistics sig Statistics  sig
VAT Compliance 0.054 0.000 0.789 0.93
Taxpayer perception 0.212 0.000 0.901 0.61
Enforcement Measures 0.240 0.002 0.935 0.87
Stakeholder sensitization 0.178 0.000 0.814 0.77

Source: Research Data (2021)

4.5.2 Homoscedasticity test

Homoscedasticity tests if the variance or spread of errors from the regression line is
constant. According to Lani (2010), an error is how distant a point deviates from the
normal line of regression. “The assumption of linear regression is that the spread of the
residual or the error term is constant across the graph and if this assumption is violated,

the statistical results may not be trustworthy due to biased coefficients.

The results from the homoscedasticity test showed F-statistic 1.100412 p value >0.05.

The test results concluded that the assumption for homoscedasticity was not violated.”
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Table 4.5: Homoscedasticity test

F-statistic 1.100412  Prob. F(5,1) 0.4191

Source: Research Data (2021)

4.5.3 Linearity test

The link between the dependent and independent variables was determined using
linearity tests and it was established that it is linear. “The assumption for linearity
measured through a deviation from linearity metric with alpha of 0.05. Csorgd, (1985b)
elaborated that if the p value of deviation from linearity is >0.05 the assumption of
linearity is not violated, if the p value is <=0.05 the assumption for linearity has been

violated.”

Table 4.6: Linearity test
ANOVA Table

Sum of Mean
Squares df Square F Sig.

Value Added Between (Combined) 2.128 82 .025 1.371 .151

Tax* Groups Linearity .004 1 .004 043 706
Deviation from 2.921 202 .014 1541 .135
Linearity
Total 2.925 285

Source: Research Data (2021)

The deviation from linearity p value was 0.135 >0.05. “The results from table 4.10

concluded that the assumption for linearity was not violated.”



47

4.5.4 Autocorrelation test

The reason for conducting this test was to determine the independence of the values of
the residuals as well as ensuring that the observations are independent from one another
and uncorrelated. (Marshall, 2018), explained that the Durbin-Watson test is conducted
to indicate the level of autocorrelation. The statistic's value ranges from 0 to 4. Non-
autocorrelation is shown by a number near 2; positive autocorrelation is indicated by a
value near 0; and negative autocorrelation between independent variables is indicated by
a value near 4. Results from the Durbin-Watson test showed the Durbin-Watson result of
2.1078 which is between 1.5 and 2.5, this indicated no autocorrelation exists in the data

set.”

Table 4.7: Autocorrelation test
Model Durbin-Watson
1 2.1078

Source: Research Data (2021)

4.5.5 Multicollinearity Test

Multicollinearity is point where there is high correlation among the independent variables
(Keith, 2006). “The researcher is able to interpret regression coefficients as the effects of
the independent variables when there is low collinearity (Keith,2006).In order to test for
multicollinearity, Varience inflation factor (VIF) was computed using statistical
packages for social science (SPSS). Multicollinearity increases the standard errors of the
coefficients and thus makes some variables statistically not significant while they should

otherwise be significant (Osborne & Waters, 2014).

Bowerman and Connell ( 2006), stated that lower levels of VIF are more better while

higher levels of VIF are known to affect adversely the result associated with a multiple
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regression analyses. The authors argued that VIF above 2.50 start to indicate relatively
high levels of multicollinearity. The Variance Inflation Factor test in the study regression
model ranged between 1.012 and 1.897. These values were lower than the 2.5 level
suggested by (Allison, 2009) as an indicator of muliticollinearity; therefore,
multicollinearity was not a problem on this analysis. Thus the study findings were able
to fulfill the threshold mainly because Table 4.12 shows that the VIF of the study were

all less than 2.”

Table 4.8: Multicollinearity Test

Coefficients?

Collinearity Statistics

Model Tolerance VIF

(Constant)
T

axpayer 0.952 1.897
Perception
Enf

nforcemnt 0.789 1.012
Measures

Stakeholder

Sensitization
a. Dependent Variable: VAT COMPLIANCE
Source: Research Data (2021)

0.802 1.125

4.6 Descriptive Statistics
The findings are derived from a Likert scale in the questionnaires. “The respondents were
supposed to indicate their level of agreement or otherwise with a given statement. The

descriptive statistics was done based on each independent variable/objective.”

4.6.1 Taxpayer perception
The first objective of the study was to determine the effect of taxpayer perception on
Value Added Tax compliance amongst wholesalers in South of Nairobi County, Kenya.

The results from a 5-point Linkert scale questionnaire are shown in table 4.9.
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Table 4.9: Taxpayer perception

Tax Awareness Mean Std. D.
We Perceive in usage of public funds influences the 3.61 .445
willingness to pay tax in Kenya

We Perceive there is a level of transparency and 4,02 .601
accountability in the use of public funds in Kenya.

We Perceive it is the responsibility of the Government to 343 401
provide quality services to its citizens.

We Perceive the Government provides quality services in 477 513
return of taxes paid in Kenya.

We Perceive the relations between KRA staff and taxpayers 397 431
is positive

We Perceive that the probabilities of being detected by the 4.28 0.676

tax authority for not declaring the exact income that we
receive are low.
Grand Mean 4.013 0.527

Source: Research Data (2021)

The descriptive findings show that we perceive in usage of public funds influences the
willingness to pay tax in Kenya as indicated by a mean of 3.61 accompanied by standard
deviation of 0.445. Concerning that we perceive there is a level of transparency and
accountability in the use of public funds in Kenya (mean=4.02; standard deviation
=0.601). Also, the respondents agreed that we perceive it is the responsibility of the
Government to provide quality services to its citizens had a mean of (mean=3.43;
standard deviation =0.401). We perceive the Government provides quality services in
return of taxes paid in Kenya by a (mean 4.77 standard deviation of 0.513). We perceive
the relations between KRA staff and taxpayers is positive (mean=3.97; standard

deviation =0.431).

Lastly, we perceive that the probabilities of being detected by the tax authority for not
declaring the exact income that we receive are low with (mean=4.28; standard deviation

=0.676). There was not much discrepancy on the responses they gave.”
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Generally, the mean score of 4.013 of respondents concluded that there was influence of

taxpayer perception and VAT compliance among wholesales in South of Nairobi Kenya.

4.6.2 Enforcement Measurement
The second objective of the study was to establish the effect of enforcement measures on
Value Added Tax compliance amongst wholesalers in South of Nairobi County, Kenya.

The results from a 5-point Linkert scale questionnaire are shown in table 4.14.

Table 4.10: Enforcement measures

Tax knowledge Mean  Std. Dev.
We have been supplied with a court suit due to

. . 4.25 547
noncompliance VAT related issues
KRA have put distraint measures due to compliance
related offenses 412 484
Agency notices are frequently used by KRA officers to
enforce compliance by wholesalers 3.36 .897
Lawsuits due to noncompliance has made many
wholesalers to be compliant. 4.48 .503
Grand mean 4.053 0.608

Source: Research Data (2021)

The descriptive findings show that we have been supplied with a court suit due to
noncompliance VAT related issues mean of 4.25 accompanied by a standard deviation
of 0.547. KRA have put distraint measures due to compliance related offenses
(mean=4.12; standard deviation =0.484). Agency notices are frequently used by KRA
officers to enforce compliance by wholesalers (mean=3.36; standard deviation =0.897).
Lawsuits due to noncompliance has made many wholesalers to be compliant had a

(mean=4.48; standard deviation =0.503).

Generally, the mean score of 4.053 of respondents concluded that there was influence of

enforcement factors and VAT compliance among wholesales in South of Nairobi Kenya
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4.6.3 Stakeholder Sensitization
The third objective of the study was to establish the effect of stakeholder sensitization on
Value Added Tax compliance amongst wholesalers in South of Nairobi County, Kenya.

The results from a 5-point Linkert scale questionnaire are shown in table 4.15.

Table 4.11: Stakeholder Sensitization

Mean Std. Dev

KRA seminars improve my knowledge of tax enabling me 4.24 400
to comply

KRA roadshows have improved my knowledge of tax laws 3.30 .617
Direct tax filing assistance has educated us on tax filing 3.91 .824
Establishment of tax support centres makes customer 4.88 542

service accessible
Use of third parties (auditors and tax agents) to disseminate 3.70 .706
tax information improves my understanding of taxation

Direct calls from KRA staff makes me aware of 4.26 518
approaching deadlines
Grand mean 4.05 0.601

Source: Research Data (2021)

According to the respondents, KRA seminars improve my knowledge of tax enabling me
to comply mean of 4.24 accompanied by standard deviation of 0.400. KRA roadshows
have improved my knowledge of tax laws mean of 3.30 accompanied by standard
deviation of 0.617. Direct tax filing assistance has educated me on tax filing mean of 3.91
and a standard deviation of 0. 824. Establishment of tax support centers makes customer
service accessible mean of 4.88 accompanied by standard deviation of 0.542. “Use of
third parties (auditors and tax agents) to disseminate tax information improves my
understanding of taxation mean of 3.70 and a standard deviation of 0. 706. Direct calls
from KRA staff makes me aware of approaching deadlines with a mean of 4.26

accompanied by standard deviation of 0.518.
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Generally, the mean score of 4.05 of respondents concluded that there was influence of

stakeholder sensitization and VAT compliance among wholesales in South of Nairobi

Kenya.

4.6.4 VAT compliance
The dependent variable was VAT compliance. “The descriptive statistics from the
responses based on 322 respondents are shown table 4.16. The results show the means

and standard deviations about questions on VAT compliance.

Table 4.12: VAT compliance

VAT compliance Mean Std. Dev
We mostly file our returns accurately 4.25 322

We mostly file our returns on time 3.66 .558

We always remit our VAT to KRA in time 4.10 315

We always do correct VAT self-assessment 3.33 534
Grand mean 3.835 0.432

Source: Research Data (2021)

The findings show that most wholesalers file their returns accurately. This is indicated
by a high mean of 4.25 accompanied standard deviation of 0.322. There was no much
discrepancy about the findings. Also, the findings show that the wholesalers mostly file
returns on time as indicated by a mean of 3.66 accompanied standard deviation of 0.558.
And whether we always remit my VAT to KRA in time indicated by a mean of 4.10
accompanied standard deviation of 0.315. While we always do correct VAT self-

assessment indicated by a low mean of 3.33 accompanied standard deviation of 0.534.

Generally, the mean score of 3.835 of respondents concluded that there was influence of

VAT compliance among wholesales in South of Nairobi Kenya
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4.7 Correlation Analysis

After performing descriptive analysis, “correlation analysis was done to determine the
association between independent and dependent variables. “Table 4.17 presented a pair
wise result of the variable correlated which were independent variables and dependent

variable.

Table 4.13: Correlations matrix

VAT Taxpayer  Enforcement Stakeholder
compliance perception measures sensitization
Pearson 1
. Correlation
VAT compliance Sig. (2-tailed)
N 285
Pearson 1
Taxpayer Correlation 223"
perception Sig. (2-tailed) .004
N 285
Pearson 1
Enforcement Correlation .329™ 301
measures Sig. (2-tailed) .001 .006
N 285 285
Pearson 1
Stakeholder Correlation 358" 213** 379”
sensitization Sig. (2-tailed) .000 .000 .001
N 285 285 285

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

Source: Research Data (2021)

There was a positive and significant correlation between taxpayer perception and VAT
compliance at r=0.223 and p=0.004<0.05. Also, enforcement measures had a significant
association (r=0.329, p=0.001<0.05) with VAT compliance. Stakeholder sensitization
had positive and correlation of 0.358 with VAT compliance which was found to be
significant at a p=.000<0.05. The association between the independent variables were
weak, an indication that there was no multi collinearity among the independent variables.
They could therefore be used to study the effect of independent variables on dependent

variable.
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4.8 Regression Analysis

Regression analysis involves the distribution value of a model summary with one random
multivariate as any other variable held constant. “The multivariate regression model is
generally used to establish whether a relationship exist between variables. This regression
is specified with x value and y value of variables under study. The equation is expressed
in form of mathematical values linking variables. This mathematical equation is used to
explain the relationship while other variables were adjusted with random variable to

predict the variations in dependent variables.”

4.8.1 Model Summary

The model summary consists of R. value, R square value, Adjusted R Squared Value,

and a standard error of the estimate. The values obtained were recorded in table 4.18.

Table 4.14: Model Summary

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

1 7542 .568 .559 .6897

a. Predictors: (Constant), taxpayer perception, enforcement measure and stakeholder
sensitization

Source: Research Data (2021)

Regression model summary shows that the correlation coefficient of R was 0.754 and R
square was 0.568. An adjusted R squared of .559 shows that the model contributes to
55.9% of the VAT compliance on VAT compliance while the remaining 44.1% can be

explained by other variables which were not part of this study.
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4.8.2 Analysis of Variance
The analysis of variance was done to generate the f- statistic which is used to test
significance of R. “That is, ANOVA was conducted to test goodness of fit in the model.

The results are shown in table 4.15.”

Table 4.15: ANOVA

Model Sum of Squares Df Mean Square F Sig.
Regression  11.587 1 11.587 42.540 .000P
1 Residual 22.349 284 0.078
Total 33.936 285

a. Dependent Variable: VAT compliance

b. Predictors: (Constant), taxpayer perception, enforcement measures and stakeholder
sensitization

Source: Research Data (2021)

Table 4.15 showed the p value of F value (42.540) was 0.000 <5% which implied that
the model was statistically significant at 5%. The independent variables (taxpayer
perception, enforcement measures and stakeholder sensitization) were significant to
improve the VAT compliance. The model summary was fit to predict the variations

between variables.

4.8.3 Regression Coefficients

A regression analysis was done to test combined effect of the independent variables
(taxpayer perception, enforcement measures and stakeholder sensitization) to the
dependent variable (VAT compliance). The results were then presented in table 4.16

below.
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Table 4.16: Regression Coefficients

Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) .387 .089 4.348  .008
Taxpayer perception  .314 .061 201 5.147  .000
Enforcement measures .253 .028 .268 9.035 .003
Stakeholder 421 .053 415 7.943  .001

sensitization

a. Dependent Variable: VAT Compliance

Source: Research Data (2021)

Regression equation:

Y=0.387 + 0314 X; + 0.253 X, + 0.421X,

Taxpayer perception had a beta coefficient (B1) of 0.314 which implies that a unit change
in taxpayer perception leads to an increase of VAT compliance by 0.314 and was
statistically significant at (p=0.000<0.05). Enforcement measures had a beta coefficient
(B2) of 0.253 which implies that a unit change in Enforcement measures leads to an
increase of VAT compliance by 0.253 and was statistically significant at (p=0.003<0.05).
Stakeholder sensitization had a beta coefficient (B3) of 0.421 which implies that a unit
change in stakeholder sensitization leads to an increase of VAT compliance by 0.421 and

was statistically significant at (p=0.001<0.05).

4.8.4 Test of Hypotheses

The results first hypothesis Ho,: Taxpayer perception has no significant effect on Value
Added Tax compliance amongst wholesalers in South of Nairobi County. The study
results on Table 4.16 rejected the hypothesis as evidence of $,;=0.314, (p=0.000<0.05).

This implies that taxpayer perception has a significant relationship with VAT
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compliance. The statement is supported by the t-test of 5.147 and therefore null

hypothesis was rejected.”

The findings second hypothesis Ho,: enforcement measures have no significant effect on
Value Added Tax compliance amongst wholesalers in South of Nairobi County. The
findings result on Table 4.16 rejected the hypothesis as evidence of
B,=0.253(p=0.003<0.05). This implies that enforcement measures have a significant
relationship with VAT compliance. The statement is supported by the t-test of 9.035 and

therefore null hypothesis was rejected.

The findings third hypothesisHos: stakeholder sensitization has no significant effect on
Value Added Tax compliance amongst wholesalers in South of Nairobi County. The
findings result on Table 4.16 rejected the hypothesis as evidence of [B;=0.421,
(p=0.001<0.05). This implies that stakeholder sensitization has a significant relationship
with VAT compliance. The statement is supported by the t-test of 7.943 and therefore

null hypothesis was rejected.

The Summary of the study hypothesis that were tested is presented in table 4.17.

Table 4.17: Hypothesis Testing summary.

Hypothesis Criteria  Finding Conclusion

Hol: Taxpayer perception has no significant effect P-Values (P= 0.000, Reject the
on Value Added Tax compliance amongst (P<0.05) <0.05) hypothesis
wholesalers in South of Nairobi County

Ho2: Enforcement measures have no significant P-Values (P=0.003, Reject the

effect on Value Added Tax compliance (P< 0.05) <0.05) hypothesis
amongst wholesalers in South of Nairobi

County

Ho3: stakeholder sensitization has no significant P-Values (P=0.001, Reject the
effect on Value Added Tax compliance (P< 0.05) <0.05) hypothesis
amongst wholesalers in South of Nairobi
County

Source: Research Data (2021)
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4.9 Discussion of the Findings
The discussions based on the findings from each of the three objectives was done and
compared with other empirical research done in this area of VAT compliance. The

discussions are done for both descriptive and regression findings.

4.9.1 Taxpayer Perception and VAT Compliance

The first objective of the study was to determine the effect of taxpayer perception on
Value Added Tax compliance amongst wholesalers in South of Nairobi County. The
descriptive findings show that there is a level of transparency and accountability in the
use of public funds in Kenya and the relations between KRA staff and taxpayers is
positive. The regression analysis established a significant positive relationship between
taxpayer perception and VAT compliance. The findings of the current study agree with
earlier findings by Appah and Wosowei (2016) who examine the behaviour of the
individual taxpayer in Nigeria and how it affected their compliance intention on tax
revenue performance The outcomes showed that a crucial connection existed between
the intensions to comply and the attitudes of equity. The taxpayers’ intentions to comply
and the variables of the moral norm; further a connection existed between the intentions
to comply and penalties as well as the risks involved. The study concluded that average
taxpayers’ behaviour should be studied guided by their financial conditions, preferences

of risks, the society’s characteristics with a focus on the governance levels.

4.9.2 Enforcement Measures and VAT Compliance

The second objective of the study was to establish the effect of enforcement measures on
Value Added Tax compliance amongst wholesalers in South of Nairobi County. The
descriptive findings show that respondents agreed more on that they have been supplied

with a court suit due to noncompliance of VAT related issues. The regression analysis
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established a significant positive relationship between enforcement measures and VAT
compliance The findings of the current study agree with (Karanja, 2018) who explored
the challenges that accompany the collection and administration of turnover tax in Kenya.
The research unearthed challenges of resources in the administration of the turnover taxes

and recommended tougher penalties for non-compliance

4.9.3 Stakeholder sensitization and VAT Compliance

The third objective of the study was to determine the effect of stakeholder sensitization
on Value Added Tax compliance amongst wholesalers in South of Nairobi County. “The
descriptive findings show that respondents agreed on the direct calls from KRA staff
makes them aware of approaching deadlines. The regression analysis established a
significant positive relationship between stakeholder sensitization and VAT compliance.
The findings of the current study agree with (Mwihaki, 2018) undertook a review of itax
tax system with the intention of examining how the system impacted on tax obligation
adherence. Businesses were sample from Nakuru town where structured questionnaires
were employed to harness firsthand data. Results indicated that with Itax system working

and taxpayer payer adequately sensitized, tax compliance was bound to improve.”
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction
This chapter summarizes the findings as per specific objectives of the study, “drawn
conclusions, and the recommendations made from the study including the areas

suggested for further study to enrich the knowledge relevant under the study.

5.2 Summary of the Findings

The overall objective of this study was determining the factors that affect the compliance
of Value Added Tax amongst wholesalers in South of Nairobi County, Kenya. The
specific objectives were to determine the effect of taxpayer perception on Value Added
Tax compliance amongst wholesalers in South of Nairobi County. To establish the effect
of enforcement measures on Value Added Tax compliance amongst wholesalers in South
of Nairobi County. To establish the effect of stakeholder sensitization on Value Added

Tax compliance amongst wholesalers in South of Nairobi County.

The first objective was to determine the effect of taxpayer perception on Value Added
Tax compliance amongst wholesalers in South of Nairobi County. From descriptive
statistics, the average mean score of taxpayer perception based on the Linkert scale was
4.013 implying that there is influence taxpayer perception and VAT compliance.
Correlation analysis showed that taxpayer perception and VAT compliance are positively
and significantly associated. In addition, the Regression analysis shows there was a
positive significant relationship between taxpayer perception and VAT compliance with

evidence of (B1) of 0.314 and (p=0.000<0.05).
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The second objective was to establish the effect of enforcement measures on Value
Added Tax compliance amongst wholesalers in South of Nairobi County. From
descriptive statistics, the average mean score of enforcement measures based on the
Linkert scale was 4.013 implying that there is influence of enforcement measures and
VAT compliance. Correlation analysis showed that enforcement measures and VAT
compliance are positively and significantly associated. In addition, the Regression
analysis shows there was a positive significant relationship between enforcement

measures and VAT compliance with evidence of (32) of 0.253 and (p=0.003<0.05).

The third objective was to establish the effect of stakeholder sensitization on Value
Added Tax compliance amongst wholesalers in South of Nairobi County. From
descriptive statistics, the average mean score of stakeholder sensitization based on the
Linkert scale was 4.05 implying that there is influence of stakeholder sensitization and
VAT compliance. Correlation analysis showed that stakeholder sensitization and VAT
compliance are positively and significantly associated. In addition, the Regression
analysis shows there was a positive significant relationship between tax knowledge and

VAT compliance with evidence of (3) of 0.421 and (p=0.001<0.05).

5.3 Conclusions

The study concluded that the taxpayer perception positively affected the compliance of
VAT among the wholesalers in South of Nairobi County. The study findings show that
respondents perceive that the probabilities of detection by the tax authority for not

declaring the exact income that they receive are low.

The study concluded that enforcement measures have a positive effect on Value Added

Tax compliance amongst wholesalers in South of Nairobi County. The study findings
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show that respondents agreed that Lawsuits due to noncompliance has made many

wholesalers to be compliant.

On Stakeholder sensitization the study concluded that, stakeholder’s sensitization has a
positive effect on Value Added Tax compliance amongst wholesalers in South of Nairobi
County. The study findings show that respondents agreed KRA seminars improve my
knowledge of tax enabling me to comply and Establishment of tax support centers makes

customer service accessible.

5.4 Limitations of the Study

Due to the sensitivity of the information, the respondent may have an imaginary fear of
giving the information. This limitation was countered by assuring the respondents that
information was purely for academic purposes and would be treated with a lot of
confidentiality. An introduction letter from the Moi University was attached to the
questionnaires to affirm confidentiality. The study was also limited by the availability of
the owners or managers of wholesalers in South of Nairobi County who were not
available during office hours to reply to the study research questionnaires due to Corona
virus pandemic. To mitigate this problem, the researcher gave a lengthy period of data

collection, the researcher made numerous phone calls to increase the response rate.

5.5 Recommendations

5.5.1 Policy Makers

The study concluded that the compliance of VAT among the wholesalers in South of
Nairobi County was positively affected by taxpayer perception. The study therefore
recommends that the government should ensure efficient utilization of revenue generated

for the benefit of its people so that the citizen can have more confidence in them and
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support their administration by being VAT compliant.

The study concluded that enforcement measures have a positive effect on Value Added
Tax compliance amongst wholesalers in South of Nairobi County. The study therefore
recommends KRA should review its policies on court sanctions, fines and penalties on
taxpayers and strictly enforce the deterrence sanctions since tax deterrence sections

influence tax compliance level by wholesalers in south of Nairobi Kenya.

Also, the study concluded that concluded that, stakeholder’s sensitization has a positive
effect on Value Added Tax compliance amongst wholesalers in South of Nairobi County.
The study therefore recommends that KRA should emphasize on VAT awareness of

taxpayers as this will enhance their compliance levels.

5.5.2 Contribution to practice

The study adds to the body of information on the factors affecting Value Added Tax
compliance amongst wholesalers. It tends to support relationship between taxpayer
perception, enforcement measures and stakeholder sensitization on value added tax
compliance. The result contributes to strengthen the literature by confirming the Fiscal
Psychology Theory, Economic deterrence theory and Stakeholder’s theory and the

finding also confirmed that the results contribute more to compliance

5.5.3 Future Research

The present research was based on assessing the factors affecting VAT compliance
among wholesalers in South of Nairobi with specific consideration to taxpayer
perceptions, Enforcement measures and stakeholder’s sensitization. The investigation
successfully sampled 285 respondents via the use of structured questionnaires. However,

the study was limited to three determinant variables as above that might give little



64

information. South of Nairobi County on its own has certain features that are unique to
the rest of other towns in Kenya making it not viable to generalize the findings with other
areas.” The study findings show that the predictor variables used explain only 55.9% of
variations in dependent variable meaning that there are still other variables affecting the
Value Added Tax compliance amongst wholesalers in South of Nairobi County.
“Therefore, there is need to undertake other studies related to the same topic with wide

considerations to other determinant like technology and online filing.”



65

REFERENCES

Abdul-Razak, A., & Adafula, C. J. (2013). Evaluating taxpayers attitude and its influence
on tax compliance decisions in Tamale, Ghana. . Journal of Accounting and
Taxation, , 5(3), 48-57. .

Adrian, M. L., & Gallagher, D. L. (2007). Whistlers observed outside the plasmasphere:
Correlation to plasmaspheric/plasmapause features and implications for the
scattering of radiation-belt electrons. In AGU Fall Meeting Abstracts, pp.
SM21A-0321).

Ajzen, 1. (1991). Theory of planned behavior. Organizational Behavior and Human
Decision Processes.

Akhand, Z. (2015). How Compliant are the large corporate taxpayers? The Bangladesh
experience. eJournal of Tax Research vol 13.

Alligham, M. a. (1972). Income tax evasion: A theoretical analysis. Journal of Public
Economics.

Allison, P. (2009). Fixed Effects Regression Models.

Almunia, M., & Rodriguez, D. L. (2018). Under the Radar: The effects of Monitoring
Firms on Tax Compliance. American Economic Journal: Economic policy Vol
10.

Ameyaw, B. D. (2016). Determinants of tax evasion: empirical evidence from Ghana.
Modern Economy, 7(14),1653-1664.

Appah, E., & Wosowei, E. C. (2016). Tax Compliance Intentions and the Behavior of
the Individual Taxpayer: Evidence from Nigeria. Research Journal of Finance
and Accounting., 2222-1697.

Barry, K. G. (2013). "An Analysis of Factor Extraction Strategies: A Comparison of the
Relative Strengths of Principal Axis,. Graduate Thesis and Dissertation.

Becker, G. (1968). Crime and punishment: aN Economic Approach. Journal of political
Economy 76 (2), 169-217.

Bertinelli, L. B. (2020). Corruption and tax compliance: Evidence from small retailers in
Bamako, Mali. Applied Economics Letters, 27(5), 366-370.

Bhatia, H. (2003). Public Finance, 24th revised edition, . New Delhi.
Bird, R. D. (2018). Tax avoidance as a sustainability problem. Journal of Business Ethics.

Bird, R. M., & Oldman, O. (1967). Reading on taxation in developing countries, Revised
edition. Baltimore, USA: the John Hopkins press.

Blaufus, K. H. (2013). Decision heuristics and tax perception- An analysis of tax cum
base broadening policy. Journal of Economic Psychology., 35, 1-6.



66

Boris, K., Nedeljko, P., & dobras., Z. (2017). The importance of Wholesale markets for
trade in Agriculture products. Economics of Agriculture.

Bowerman, B. C. (2006). Linear Statistical Models an Applied Approach]. Boston:
PWS-KENT Publishing.

Brace, 1. (2018). Questionnaire design: How to plan, structure and write survey material
for effective market research. Kogan Page Publishers.

Brahima, S. C. (2018). Mobilization of tax Revenue in Africa: State of play and policy
options. Africa Growth Initiative Policy Brief.

Cooper, D., & Schindler, P. (2009). Business Research Methods, 11th, edition. New
Delhi-India: McGrawHill Publishing, Co. Ltd.

Cornelius. Rarnetelangi., N. M. (2017). Factors that influence the Taxpayers' Perception
on Tax Evasion. Advanced in Economics & Management research, Volume 35.

Csorgd, S. (. (1985). Testing for Linearity. Statistics and Probability Letters, 3(1), 45-
49,

Cyan, K. M. (2017). The effects of mass media campaigns on individual attitudes towards
tax compliance; quasi-experimental evidence from survey data in Pakistan.
Journal of Behavioral and Experimental Economics, 70,10-22.

Cyan, M. K.-V. (2016). The determinants of tax morale in Pakistan. Journal of Asian
Economics, 47, 23-34.

Deloitte. (2016). Kenya Economic Outlook 2016.

Demin, A. V. (2021). Tax compliance and its Enforcement instruments:Russian
Approach. Journal of Siberia Federal Univercity. Human & Social sience 2021
14 (11).

Dwenger, N. K. (2016). Extrinsic and Intrinsic Motivation for Tax Compliance:Evidence
from a Field Experiment in Germany. America Economic Journal 8(3), 203-232.

Engel, L. C., Holford, J., & Pimlott- Wilson, H. (2010). Effectiveness,inequality and
ethos in threeEnglish schools. International Journal of sociology and social

policy.

Ernst, & Young. (2016). International GAAP 2016: Generally Accepted Accounting
Principles Under International Financial Reporting Standards (Vol. 1). John
Wiley & Sons.

Evans, C. (2017). The complex and critical relationship between tax and corruption.
Economic and Management sciences.

Felippe, C., Vivian, S., & Temidayo, J. (2021). Brazilian Evidence on Tax Evasion and
Enforcement: A case study on Global North- South comparison. Criminal Justice
review.

Fitcher, D. (2005). The many forms of e- collaborations ; Blogs, wikis, portals,
groupwave, discussion boards, and instant messaging online. 29 (4), 48-51.



67

Freeman, R., & Mc Vea, J. (2001). Astakeholder approach to strategic Management.

Gachiku, M. (2015). Tax compliance by small and medium enterprises in Nairobi North
Tax Region, Kenya. Unpublished MA Project, Kenyatta University.

Gadenne, L. (2016). Tax Me, But Spend Wisely? Sources of Public Finance and
Government Accountability. Centre for competitive Advantage in the Global
Economy, WP No 289.

Gangl, K. H. (2015). Tax authorities interaction with taxpayers: A Conception
compliance in social dilemas by power and trust. New Ideas in psychology,37.
13-23.

Gangl, K. P. (2017). Coercive and Legitimate authority impact tax honesty:Evidence
from behaviour and ERP experiments. Social Cognitive and Affective
Neuroscience, 12 (7), 1108-1117.

Gitaru., K. (2017). The Effect of Taxpayer Education on Tax Compliance in Kenya.(a
case study of SME's in Nairobi Central Business District). MPRA Paper 80344,
University Library of Munich, German.

Gitonga, G., & Memba, F. (2018). Determinant of tax compliance by public transpor
saving and credit cooperative societies in Kenya: A Case study of Kiambu county.
International Journal of Social and Information Technology.

Gudono. (2016). Organization Theory (3rd ed). BPFE Yogyakarta.

Hannatu, Y. G., Sheba, L. G., & baba, M. S. (2020). Compliance intention among SMEs
in Developing Countries to implement sustainable development goals: The Carrot
and the Stick Approach. International Journal of Interllectual Discourse Volume
3.

Helhel, Y., & Ahmed, Y. (2014). Factors Affecting Tax Attitudes and Tax Compliance:
A Survey Study in Yemen. European Journal of Business and Management,,
6(22), 48-58.

Hyman, D. (1990). Public Finance. Contemporary Application of Theory of Policy.

Jayawardane, D. (2015). Psychological Factors affect Tax Compliance. International
Journal of Arts and Commerce, 4(6), , 131-141.

Kanyi, P., & Kalui, F. (2014). Effects of tax policy reforms on tax revenue. The Strategic
journal of Business and Change Management Research paper, 2 (31),601-620,.

Karanja, J. (2018). An assessment of challenges of administering Turnover tax collection:
Acase study of Kenya Revenue Authority. Research and Publication ,Stratmore
University.

Kazi, A. M., & Farhana, K. M. (2020). Social economic factors of tax compliance: an
emprical study of individual taxpayers in Dhaka Zone, Babgladesh. Munich
personal RePE Archive.

Keith, T. (2006). Multiple regression and beyond, Boston: Pearson.



68

Kenya Revenue Authority. (2019). Sixth Corporate Plan, 2015/16-2017/18: Trust and
Facilitation. Nairobi: KRA.

Kenya National Bureau of Statistics. (2017). Economic Survey 2017.

Kenya Revenue Authority. (2019). Kenya Revenue Authority annual revenue perfomance
report for 2017/2018 Financial Year.

Kenya Revenue Authority. (2020). Kenya Revenue Authority Annual revenue report for
2019/2020 Financial Year.

Kenya Revenue Authority. (2021). Kenya Revenue Authority Annual Revenue
perfomance report for 2020/2021 Financial Year.

Kira, A. (2016). The Perception of Taxpayers on Adoption of Electronic Fiscal Devices
(EFDs) in Revenue Collection In Tanzania: The case of Dodoma. The
International Journal of Academic Research in Business & social siences.

Kombo, D. T. (2009). Proposal and Thesis Writing: An Introduction.

Kondelaji, M. H. (2016). Analyzing determinants of tax morale based on social
psychology theory: Case study of Iran. Iran Economic Review Vol 20 No4, pp.
579-595.

Korutaro, N. M. (2017). Understanding taxpayers compliance decision by their
perceptios. Journal of Economic Studies, 931-957.

Kothari, C. R., & Garg, G. (2014). Research Methodology - Methods and Techniques
(Third).

KRA. (2017). Kenya Revenue Authority 6th Corporate plan. KRA. Nairobi: Kenya
Revenue Authority.

Krever, R. (2008). Designing and Drafting VAT Laws for Africa. Pretoria University
Laws Press.

Lani, J. (2010). Conduct and Interpret a Canonical Correlation.
http://www.statisticssolutions.com/canonical-correlation/.

Lederman, L. (2018). Does enforcement reduce voluntary Tax compliance. Articles by
Maurer Faculty 2732.

Machogu, C., & Amayi, J. (2016). The effect of Taxpayer education on Voluntary tax
compliance, among SMEs, in Mwanza, Tanzania. International Journal of
Marketing, Financial services and Management Research.

Marshall, E., & Sofia, M. K. (2018). Qutliers, Durbin- Watson and interractions for
Regression in R. www.starttutor.ac.uk.

Masaku, P. N. (2019). Taxpayers knowledge and value added tax compliance among
micro and small enterprises in Embu County, Kenya (doctoral dissertation,
kenyatta university).



69

Maseko, N. (2015). The impact of Personal Knowledge and Compliance costs on tax
compliance behaviour of SME in Zimbabwe. Elite Research Journal of
Accounting and Business Journal Vol. 2 (3), 26-37.

Masinde, M. (2012). Unlocking the Revenue Potential in Kenya. Research Paper.

Mativo, P. M. (2015). Factors Affecting Utilisation of Electronic Registers (ETR) in
Small & Medium Enterprises in Kenya; A case of Nairobi Central Business
District. International Journal of Economics, Commerce and Management,3(3),
1-25.

Melgar, N. R. (2010). The Perception of Corruption. International Journal of Public
Opinion, 120-131.

Misch, F. K. (2011). SME taxation in Zambia. Lusaka;Deutsche Gesellschaft fiir
Internationale Zusammenarbeit (G12).

Mohd, R. (2010). Tax Knowledge and tax compliance determinants in self- assessment
system, a thesis submitted to the univercity of Birminhham for the degree of
Philosophy. http.www.au/asfc.html,.

Mugenda, O. M., & G, M. A. (2003). Research Methods: qualitative & quantitative
approaches. Act Press.

Mukabi, D. (2014). Factors influencing Turnover Tax compliance in Kenya Revenue
Authority Domestic Taxes Department in Nairobi County. Unpublised MA
project. University of Nairobi, Kenya.

Mwihaki, N. (2018). Influence of I-tax on tax return compliance by taxpayers. Acase of
Central Business District of Nakuru-Kenya.

Nduruchi, G., Makokha, E., & Namusonge, G. (2017). Determinants of tax compliance
among small and medium enterprises in Bungoman County, Kenya. European
Journal of Business and Management, 9(18).

Nsor, A. R. (2015). Influence of individual ethical orientation on tax evidence among
Ghanaian taxpayers. Journal of Accounting and Taxation, 7(6),98-105.

Nurlis. (2015). The effect of Taxpayer Awarereness, Knowledge, Tax penalties and Tax
Authority Services on the Tax Compliance. Research Journal of Finance and
Accounting, 6 (2), 104-111.

Nyanamba, S. O., Memba, F. S., & Muturi, W. M. (2017). Influence of Debt Equity
Financing on Growth of Craft Micro Enterprises in Kenya. International Journal
of Recent Research in Commerce, Economics and Management (IJRRCEM) .,
Vol.4 (48-58).

Obal, U. E., & Udofia, A. E. (2021). Effect of Tax Administration and Tax Payer
Education on tax compliance behaviour. The chartered institute of Taxation of
Nigeria.

OECD, 0. (2004). The OECD principles of corporate governance. Contaduriay
Administracion, , (216).



70

Oladipupo, A., & Obazee, U. (2016). Tax Knowledge, Penalties and tax compliance in
Small and Medium scale enterprises in Nigeria. | Business, 8 (1).

Olaoye, C. O., & Ayodole, K. B. (2017). Impact of information technology on tax
administration in southwest, Nigeria. Global Journal of Management and
Business Research, 17(2),17-28.

Onu, D. (2016). Measuring tax compliance attitudes: what surveys can tell us about tax
compliance behaviour. Advances in Taxation, 23,173-190.

Onu, D., & Outs, L. (2015). The role of Social Norms in tax compliance: Theoritical
overview and practical implications. Journal of Tax Administration, 1(1) 113-
137.

Osborne, J., & Waters, E. (2014). Assumption of Multiple Regression that Researchers
should always test. Practical Assessment, Research, and Evaluation, 8(2). t
http://ericae.net/pare/getvn.asp?v=8&n=2].

Otindo, C. M. (2021). Civic Pride and Tax Compliance in Kenya. Africa
Multidisciplinary Tax Journal, Vol no 1.

Pellegrini, L. G. (2016). Corruption'sEffect on Growth and its Transmission Channels.
Kyklos, 57(3), 429-456.

Pomeranz, D. (2015). No taxation without information: deterrence and self-enforcement
in the Value Added Tax. American Economic Review, 105(8), 2539-2569.

Randolph, N. A. (2015). Influence of individual ethical orientation on tax Compliance:
Evidence among Ghananian Taxpayers. Journal of Accounting and Taxation 7
(6) , 98-105.

Ranterangi, C., & Majid, N. (2018). Factors that influence the taxpayer's perception on
tax evasion. Advances in economics, business and management research.
(AEBMR), 35.

Razali, N., & Wah, Y. (2011). Power Comparison of Shapiro-Wilk, Kolmogorov-
Smirnov,Lilliefors and Anderson-Darling Tests. Journal of Statistical Modelling
and Analytics, 2, 21-33.

Razmerita, L., Kircherner, K., & Nielsen, P. (2016). What factors influence knowledge
sharing in an organization?. A social Dilemma perspective of Social Media
communication. Journal of Knowledge Management, Vol 20 no 6.

Remenyi, D. (2015). Research Methodology course and Content.

Republic of Kenya. (2007). Vision 2030: A Globally Competitive and Prosperous Kenya.
. Nairobi: Ministry of Planning and National Development, Government Printers.

Saunders, P. (2003). Social theory and the urban question. Routledge.

Schmolders, G. (1960). Survey Research in Public Finance-A behavioral Approach to
fiscal theory. public finance .



71

Stam, E., & Verbeeten, F. (2017). Tax compliance over the firm life course. International
Small Business Journal,, 35(1), 99-115.

Strumpel, B. (1966). The contribution of Survey to Public finance-Quantitative Analysis
in Public finance . New York: Praeger Publishers.

Sukasi, S., & Yunaida, 1. (2020). The effect of Tax socialization, Superior Service and
Service quality on Taxpayers' satsfaction and compliance. Journal of Economics
Business and Accountancy Ventura 22 (3).

Taru, M., & Mukta, M. (2019). Consumer awareness and perception towards goods and
service tax implementation in India: a study in National Capital Region. IUP
Journal of Accounting Research & Audit Practice, 18(2), 76-88.

Tax Procedure Act, (2015). Tax Procedures Actof 29 of 2015. Retrieved from Kenya
Revenue Authority.

Timothy, O., & Praise, 0. O. (2021). Factors affecting Tax compliance behaviour under
self- assessment scheme in Nigeria. Hallmark University Journal Of
Management and Social Scheme (Hujmss).

Torgler, B., Larsp, F., & Frex, S. (2006). Rewarding Honest Taxpayer? Evidence on
Impact of Rewards from Field Experiments. Centre for Research in Economics,
Management and the Arts.

Wheeler, D., & Tiefelsdorf, M. (2005). Multicollinearity and correlation among local
regression coefficients in geographically weighted regression. Journal of
Geographical systems.

Widianto, R. (2015). The effect of demographic factors on individual tax compliance in
Duren Sawit ( East Jakarta Indonesia). Unpublished Thesis. International
institute of social studies. The Haugue, Netherlands.

Wikman, A. (2006). Reliability, validity and true values in surveys. Social Indicators
Research, 78(1), 85-110.

William, J. W. (2007). Qualitative Research Desigh. Selection and Implementation.

Youde, S., & Lim, S. (2019). The determinants of Medium Taxpayer's compliance
perspectives: Empirical Evidence from Siem Reap Province, Cambodia.
International Journal of Public Administration 42 (2) 1-12.

Zachary, J. M. (2017). Tax compliance cost and tax payment by small and medium
enterprises in Embu County, Kenya. International Academic Journal of
Economics and Finance,, 2(3), 206-219.



72

APPENDICES

Appendix I: Questionnaire

Kindly answer the questions to the best of your ability. I assure you that any information
provided by you will be confidentially treated and utmost care will be accorded to it and

utilization will be for reasons of education only.
SECTION A: BACKGROUND INFORMATION
Kindly answer all the questions by ticking in the boxes or writing in the spaces provided.

1. How long have you been in business?
Less than 3 years [ ] 3-5years| ] 6-10 years[ ]
11-15years [ ] More than 15 years [ ]

2. What is your level of education?

High School Certificate [ ] Certificate [ ]
Diploma [ ] Undergraduate [ ]
Under Graduate Degree [ ] Post Graduate Degree [ ]
Other [ ]

3. Have you attended/passed any formal taxation course/training organized by KRA or

university or any other?
Yes|[ ] No[ ]
4. Have you ever been audited by KRA for the last Five years?
Yes|[ ] No[ ]
5. What is your average annual turnover of your business?
Less than Kshs 500,000 [ ] 500,000-2,000,000 [ ]

2,000,000-5,000,000 [ ] Above 5,000,000 [ ]



SECTION A: VAT COMPLIANCE

Kindly state your level of agreement or disagreement with the following statements by

putting a tick against that which best describes your position.

The scale ranges from Strongly Agree (5), Agree (4), Uncertain (3), Disagree (2) and

Strongly Disagree (1)

No. | Statement 1
1. | We mostly file our returns accurately

2. | We mostly file our returns on time

3. | We always remit our VAT to KRA in time

4. | We always do correct VAT self — assessment,

SECTION B: THE EFFECT OF TAXPAYER PERCEPTION

Kindly state your level of agreement or disagreement with the following statements by

putting a tick against that which best describes your position.

The scale ranges from Strongly Agree (5), Agree (4), Uncertain (3), Disagree (2) and

Strongly Disagree (1)

No. Statement

1. It is perceive that usage of public funds influences
the willingness to pay tax in Kenya

2. We perceive there is a level of transparency and
accountability in the use of public funds in Kenya.

3. We perceive it is the responsibility of the
Government to provide quality services to its
citizens.
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4. We perceive the Government provides quality
services in return of taxes paid in Kenya.

5. We perceive the relations between KRA staff and
taxpayers is positive

6. We perceive that the probabilities of being detected

by the tax authority for not declaring the exact

income that | receive are low.

SECTION C: THE ENFORCEMENT MEASURES

Kindly state your level of agreement or disagreement with the following statements by

putting a tick against that which best describes your position.

The scale ranges from Strongly Agree (5), Agree (4), Uncertain (3), Disagree (2) and

Strongly Disagree (1)

No. | Statement 1

1. We have been supplied with a court suit due to
noncompliance VAT related issues

2. KRA have put distraint measures due to
compliance related offenses

3. Agency notices are frequently used by KRA
officers to enforce compliance by wholesalers

4. Lawsuits due to noncompliance has made many

wholesalers to be compliant
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SECTION D: STAKEHOLDER SENSITIZATION

Kindly state your level of agreement or disagreement with the following statements by

putting a tick against that which best describes your position.

The scale ranges from Strongly Agree (5), Agree (4), Uncertain (3), Disagree (2) and

Strongly Disagree (1)

No. Statement 1 2 3 4 5

1. | KRA seminars improve my knowledge of tax

enabling me to comply

2. | KRA roadshows have improved my knowledge

of tax laws

3. | Direct tax filing assistance has educated me on

tax filing

4. | Establishment of tax support centres makes

customer service accessible

5. | Use of third parties (auditors and tax agents) to
disseminate tax information improves my

understanding of taxation

6. Direct calls from KRA staff makes me aware of

approaching deadlines.

Thank you For Your Time”
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NO. 1D NO. Activity NO. | IDNO. Activity
Moto Vehicle Spare
1 00624N Clothing, Textiles & Footwear 40 22632T Parts
Moto Vehicle Spare
2 057643G Clothing, Textiles & Footwear 41 22132T Parts
Moto Vehicle Spare
3 06712V Clothing, Textiles & Footwear 42 22668E Parts
Moto Vehicle Spare
4 06714V | iothing, Textiles & Footwear 43 | 22803) | Parts
Moto Vehicle Spare
5 06765V Clothing, Textiles & Footwear 44 23574L Parts
Moto Vehicle Spare
6 06722V Clothing, Textiles & Footwear 45 24129S Parts
08531S Moto Vehicle Spare
7 Clothing, Textiles & Footwear 46 27847A Parts
087655 Moto Vehicle Spare
8 Clothing, Textiles & Footwear 47 27867A Parts
098255 Moto Vehicle Spare
9 Clothing, Textiles & Footwear 48 27877A Parts
10379P Moto Vehicle Spare
10 Clothing, Textiles & Footwear 49 27877B Parts
11490N Moto Vehicle Spare
11 Clothing, Textiles & Footwear 50 28775Y Parts
117537 Moto Vehicle Spare
12 Electricity power & Machinery 51 29876C Parts
12655U Moto Vehicle Spare
13 Electricity power & Machinery 52 29876N Parts
Moto Vehicle Spare
14 12896A Electricity power & Machinery 53 29876T Parts
13119U Moto Vehicle Spare
15 Electricity power & Machinery 54 29876W Parts
13567S Moto Vehicle Spare
16 Electricity power & Machinery 55 29877A Parts
13573K . _ Moto Vehicle Spare
17 Electricity power & Machinery 56 29877G Parts
13579R Moto Vehicle Spare
18 Electricity power & Machinery 57 29877P Parts
16658L Moto Vehicle Spare
19 Electricity power & Machinery 58 29877Q Parts
17772U Moto Vehicle Spare
20 Electricity power & Machinery 59 2987772 Parts
209845 Moto Vehicle Spare
21 Electricity power & Machinery 60 29879A Parts
Moto Vehicle Spare
22 22219W Moto Vehicle Spare Parts 61 30278N Parts
Moto Vehicle Spare
23 226217 Moto Vehicle Spare Parts 62 30917T Parts
Moto Vehicle Spare
24 22622Y Moto Vehicle Spare Parts 63 31591Q Parts
Moto Vehicle Spare
25 22623R Moto Vehicle Spare Parts 64 31669B Parts
Moto Vehicle Spare
26 22624D Moto Vehicle Spare Parts 65 32914R Parts
Moto Vehicle Spare
27 22625X Moto Vehicle Spare Parts 66 32923E Parts
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Moto Vehicle Spare
28 276262 Moto Vehicle Spare Parts 67 32932S Parts
Moto Vehicle Spare
29 226262 Moto Vehicle Spare Parts 68 32941Y Parts
Moto Vehicle Spare
30 22607Q Moto Vehicle Spare Parts 69 329507 Parts
Moto Vehicle Spare
31 22627Q Moto Vehicle Spare Parts 70 32959Y Parts
Moto Vehicle Spare
32 426285 Moto Vehicle Spare Parts 71 32968X Parts
Moto Vehicle Spare
33 226285 Moto Vehicle Spare Parts 72 32977Q Parts
Moto Vehicle Spare
34 22629C Moto Vehicle Spare Parts 73 329867 Parts
Moto Vehicle Spare
35 20629C Moto Vehicle Spare Parts 74 32995A Parts
Moto Vehicle Spare
36 22630G Moto Vehicle Spare Parts 75 33004Y Parts
Moto Vehicle Spare
37 22030G Moto Vehicle Spare Parts 76 33013X Parts
Moto Vehicle Spare
38 22031U Moto Vehicle Spare Parts 77 33022W Parts
Moto Vehicle Spare
39 22631U Moto Vehicle Spare Parts 78 33031Y Parts
Moto Vehicle Spare
79 330402 | pars 122 | 43563Y | Household Goods
Moto Vehicle Spare
80 33049G Parts 123 43664D | Household Goods
81 33058G Household Goods 124 43981D | Household Goods
82 33067F Household Goods 125 44123A | Household Goods
83 33076R Household Goods 126 44125D | Household Goods
84 33085Z Household Goods 127 44132W | Household Goods
85 33094Y Household Goods 128 44133X | Household Goods
86 33103X Household Goods 129 44134Y | Household Goods
87 33112Q Household Goods 130 44135Z | Household Goods
88 33121Q Household Goods 131 44136S | Household Goods
89 33130P Household Goods 132 44137G | Household Goods
90 331390 Household Goods 133 44138H | Household Goods
91 33148N Household Goods 134 44139) Household Goods
92 33157M Household Goods 135 44140K | Household Goods
93 33166L Household Goods 136 441411 Household Goods
94 33175K Household Goods 137 44142M | Household Goods
95 33184J Household Goods 138 44143N Household Goods
96 331931 Household Goods 139 441440 Household Goods
97 33202H Household Goods 140 44145P Household Goods
98 33211G Household Goods 141 44146Q | Household Goods
99 33220F Household Goods 142 44147R Household Goods
100 33229E Household Goods 143 44148S Household Goods
101 33238D Household Goods 144 44149T Household Goods
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102 33247C Household Goods 145 44150U | Household Goods
103 33256B Household Goods 146 44151X Household Goods
104 33265A Household Goods 147 44152Y | Household Goods
105 33272G Household Goods 148 44153X | Household Goods
106 33329R Household Goods 149 441547 Household Goods
107 33562Z Household Goods 150 44215Q | Household Goods
108 33671C Household Goods 151 44324B Household Goods
109 33869X Household Goods 152 44628P Household Goods
110 34136D Household Goods 153 46126F Household Goods
111 37566F Household Goods 154 46980T | Household Goods
112 38568D Household Goods 155 48775K Household Goods
113 38775] Household Goods 156 50076J Household Goods
114 40177L Household Goods 157 51657P Household Goods
115 41665S Household Goods 158 51666W | Household Goods
116 41875H Household Goods 159 53564G | Household Goods
117 427021 Household Goods 160 54216R | Household Goods
118 54231S Household Goods 161 54278S Household Goods
119 54234H Household Goods 162 54279X | Household Goods
120 54236E Household Goods 163 54280P Household Goods
121 54236R Household Goods 164 54281A | Household Goods
165 54240Q Household Goods 208 54282B | Household Goods
166 54241F Household Goods 209 54283C Household Goods
167 54242M Household Goods 210 54284D Household Goods
168 54243A Household Goods 211 54289A | Household Goods
169 54243S Household Goods 212 54290D | Household Goods
170 54244T Household Goods 213 54291S Household Goods
171 54245Y Household Goods 214 54292D | Household Goods
172 54246V Household Goods 215 54293U | Household Goods
173 542471 Household Goods 216 54294T Household Goods
174 54247Q Household Goods 217 54295Y | Household Goods
175 54248N Household Goods 218 54296A | Household Goods
176 54249N Household Goods 219 54297L | Household Goods
177 54250M Household Goods 220 54298S Household Goods
178 54251D Household Goods 221 54376Z | Household Goods
179 54252D Household Goods 222 54432E | Household Goods
180 54253P Household Goods 223 54463A | Household Goods
181 54254X Household Goods 224 54475S Household Goods
182 542557 Household Goods 225 54533G | Household Goods
183 54256Y Household Goods 226 54635W | Household Goods
184 54257F Household Goods 227 55562L | Household Goods
185 54258S Household Goods 228 57239D | Household Goods
186 54259T Household Goods 229 61654J Household Goods
187 54260D Household Goods 230 61659P Household Goods
188 54261P Household Goods 231 61662D | Household Goods
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189 54267Q Household Goods 232 61667X | Household Goods
190 54267S Household Goods 233 62298N | Household Goods
191 54268A Household Goods 234 62539Y | Household Goods
192 54269A Household Goods 235 62540Z Household Goods
193 542698 Household Goods 236 62541Y | Household Goods
194 54270H Household Goods 237 62542A | Household Goods
195 54271D Household Goods 238 62543B Household Goods
196 54272D Household Goods 239 62544V Household Goods
197 54272S Household Goods 240 62545V | Household Goods
198 54273V Household Goods 241 62546C Household Goods
199 54274S Household Goods 242 62547D | Household Goods
200 62548F Household Goods 243 66543G | Household Goods
201 62549Q Household Goods 244 67298W | Household Goods
202 62550W Household Goods 245 67321B Household Goods
203 62575N Household Goods 246 67332W | Household Goods
204 62576M Household Goods 247 70783X | Household Goods
205 62577L Household Goods 248 708847 Household Goods
206 62578K Household Goods 249 70985B Household Goods
207 62579J Household Goods 250 71086D | Household Goods

Computers and
251 62580H Household Goods 294 71187F Electronics

Computers and
252 | 62581G | Household Goods | 205 | "288H | Electronics

Computers and
253 62582F Household Goods 296 713691 Electronics

Computers and
254 | 62583D | Household Goods | 207 | "9%F | Electronics

Computers and
255 62584Q Household Goods 298 T1793A Electronics

Computers and
256 62585W Household Goods 299 71995X Electronics

Computers and
257 62586E Household Goods 300 7219712 Electronics

Computers and
258 62587R Household Goods 301 72399A Electronics

Computers and
259 62588T Household Goods 302 72500X Electronics

Computers and
260 62589Y Household Goods 303 712601E Electronics

Computers and
261 62590U Household Goods 304 73005A Electronics

Computers and
262 625911 Household Goods 305 73570A Electronics

Computers and
263 625920 Household Goods 306 76352K Electronics

Computers and
264 62593P Household Goods 307 768948 Electronics

Computers and
265 62594A Household Goods 308 79874E Electronics
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Computers and
266 62595S Household Goods 309 81551H EIectFr)onics
267 62596D Household Goods 310 81552T | Food and Beverage
268 62597F Household Goods 311 81553A | Food and Beverage
269 62598G Household Goods 312 81554S | Food and Beverage
270 62599H Household Goods 313 81555T | Food and Beverage
271 62600J Household Goods 314 81556X | Food and Beverage
272 62601K Household Goods 315 81557Z | Food and Beverage
273 62602L Household Goods 316 81558E | Food and Beverage
274 62603Z Household Goods 317 81559E | Food and Beverage
275 62604X Household Goods 318 81560Q | Food and Beverage
276 62605C Household Goods 319 81561P | Food and Beverage
277 62606V Household Goods 320 81562S | Food and Beverage
278 62607B Household Goods 321 81563Y | Food and Beverage
279 63565U Household Goods 322 815640 | Food and Beverage
280 64238R Household Goods 323 81565B | Food and Beverage
281 64285F Household Goods 324 81566X | Food and Beverage
282 69053W | Household Goods 325 81567U | Food and Beverage
283 69672A Household Goods 326 81568D | Food and Beverage
284 69975G Household Goods 327 81569A | Food and Beverage
285 70480R Household Goods 328 81570L | Food and Beverage
286 70581S Household Goods 329 815717 | Food and Beverage
287 70682T | Household Goods 330 | 81572C | Food and Beverage
288 81573V | Household Goods 331 | 91348U | Food and Beverage
289 81574B Household Goods 332 91656A | Hardware
290 81670U Household Goods 333 92096Y | Hardware
291 81775B Household Goods 334 92608N | Hardware
Computer and
292 82904E Electeonics 335 92609M Hardware
Computer and
293 84286D Electrr)onics 336 92610P Hardware
337 874322 Hardware 351 92611L | Hardware
338 87623Q Hardware 352 92613N | Hardware
349 87775A Hardware 353 92876K | Hardware
340 881155F | Hardware 354 93106A | Hardware
341 88375E Hardware 355 94131S | Hardware
342 88663F Hardware 356 976523K | Hardware
343 886752 Hardware 357 98261S | Hardware
344 88715Q Hardware 358 98276Q | Hardware
345 88725V Hardware 359 985432S | Hardware
346 88775A Hardware 360 98721D | Hardware
347 88775F Hardware 361 99662W | Hardware
348 88775H Hardware 362 O7543S | Hardware
349 89562K Hardware 363 07543Q | Hardware
350 89575C Hardware 364 89773C | Hardware
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Appendix I11: Letter of Introduction to Targeted Institutions

Alex Kebaso Ombati,
Moi University,

P.O. Box 63056 00200
Nairobi.

15™ November 2021,
Dear Sir/Madam,

RE: DATA COLLECTION
| am undertaking a Master of Tax and Customs degree at the Moi University. My research
study is on the Factors affecting Value Added Tax compliance among wholesalers in

South of Nairobi County, Kenya.

You were selected to participate in this study and your co-operation will be highly
appreciated. A questionnaire has been attached to this letter. Your sincere opinion will
be required. Your responses will only be used for this research and shall be kept

confidential.

Best regards.
Yours faithfully,

Alex Kebaso Ombati”
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RE: REQUEST FOR RESEARCH PERMIT

ALEX KEBASO OMBATL REG. N{).: KESRA105/0076/2014)

This is Lo confirm that the above mamed is o student ot Kenva Sehool of Revesie Admsaistintkm
[KESHA)} Nairobl Campus pursubog Masters in Tax and Customs Adiminsstration

he named student s undertuklig Resounds on TOFIC “FACTORS AFFECTING VALUE
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The purpose of this letter is to vequest your good office 1o assist the above sudent with the
information he voquines to onable him work on has pooject,
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Thank you

-

D, Marion Nekesa, PHD,
Head Academic Research
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Appendix V: NACOSTI Permit

REFUEBLIC OF KENYA NATIONAL COMMISSION FOR
SCIENCE, TECHNOLOGY & INNOVATION

3

This iz to Certify that Mr.. Alex Kebaso Ombati of Moi University, has been licensed to conduct research in Nairobi on the topic:

FACTORS AFFECTING VALUE ADDED TAX COMFPLIANCE AMONGEST WHOLESALES IN SOUTH OF NAIROBI
i COUNTY, KENYA for the period ending : 01/October/2022.

Liceazs No: NACOSTLP/21/13128

NOTE: Thiz = a computer gesorated Licease. To verify the autheaticity of thiz docnmnnt,
Scan the QR Code naing QR scanger applicatson.
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