Chapter One
Introduction
1.1 Background to the Study

The significance of tax administration difficulties has also been emphasized by.ta:g&}story
scholars, according to them, corporate income and progressive individual inco es have
usually replaced excise, customs, and property taxes in the forrr%\o current tax
structures!. The growth of the market sector, the relative decre ‘the rural sector, the
concentration of employment in larger businesses, and the riﬁqa\eracy rate of the populace
have all contributed to this transition. Globalization @iancial innovation may now be
pushing us away from progressive income taxes ahd foward tax systems that rely more on
broad-based consumption taxes like the @d d tax (VAT), flatter tax rates, and other

improvements in tax administration tec@ogyz.

Q

The primary duty of any responsible government, be it local, state or federal, includes
provisions of security, ed%u I?al and social amenities. In order to perform all these duties
effectively, and K{Q@Jiately, the government will need a lot of money. This is one of the
major reas governments always looks into different ways of getting funds to execute
it go ntal responsibility, apart from the neutral resources that may accrue to the
government on its physical, environment and social jurisdiction, government also has a way

of making all the citizenry contributing their quota towards obtaining the needed fund.



This is carefully done through introduction of various taxes by government i.e government
always imposes tax on it subject for the benefit of the subject too. Thus the issue of tax is

second to none in the process of good governance. What then is regarded as tax?

Tax is a mandatory payment given to the government by people or corporations that is
usually based on income or profits produced. Governments utilize taxes to raﬁ@pome,
which is then used to pay public services and programs like healthcare, tion, and
infrastructure development. In this response, according to two researchel%ls a crucial tool
for supporting economic development and lowering income inequ@&écording to authors?,

an efficient tax system can assist the government collect moé&)inimize income disparity,

S

and encourage economic growth. They also point 0:: t@axation can be utilized to promote

environmental sustainability by incentivizing entefprises to use environmentally friendly
activities. ( ‘\\'

Income tax, sales tax, property tax@ corporate tax are all examples of taxation. The tax

0\

rate and structure may diffe‘rif‘,e on the country and the tax system in existence. In general,
the Internal Revenue Service (IRS) in the United States or

government institution

the Nigeria Reveqie hority (NRA) in Nigeria collect taxes’.

Q

The admtgt ion and collection of taxes by tax authorities involves a number of phases and
opera@s, collectively referred to as the tax process®. It covers the entire spectrum of tax
compliance, from the registration of taxpayers to the estimation, collection, and prospective
audit of taxes due. Despite possible variations among countries, the tax system generally
adheres to a similar foundation. Taxpayer registration is the first step in the tax procedure.

Taxpayers must register with the appropriate tax authorities on behalf of themselves or their



businesses. In order to establish their tax identity and reporting responsibilities, this entails
giving the appropriate data and supporting paperwork. Taxpayers must keep thorough
records of their financial activities, income, outgoings, and other pertinent data in order to
file their taxes on time. Through tax returns that detail their tax liability in accordance with
the relevant tax rules and regulations, they are required to transmit this information to the tax

authorities on a periodic basis®. Q&

The tax authority determines the taxpayer's tax due after reviewing the‘%mation given in
the tax returns. To calculate the amount of taxes due, the approg)&“%tz’ﬂx rates, deductions,
exemptions, and credits must be used’. The initial step é}ﬁ%’ tax process is taxpayer
registration. For themselves or their companies, tax axé;nust register with the relevant tax
authorities. This requires providing the necessary&‘nation and supporting documentation
in order to establish their tax identity an@@ obligations. In order to timely file their
taxes, taxpayers must maintain meti records of their financial transactions, income,
expenses, and other relevant%&dation. They are expected to periodically send this
information to the tax a ifies through tax returns that specifically outline their tax
liability in compli@e)git the applicable tax rules and regulations, to calculation and
assessment e@ﬂluating the data provided in the tax returns, the tax authority determines
the amou@%x owed by the taxpayer®. To determine how much taxes due, the appropriate

tax ra@deductions, exemptions, and credits must be used.

The tax system is intended to guarantee the administration of taxes is fair and effective, to
encourage compliance, and to provide money for government spending and public services.
The tax system is intended to guarantee the administration of taxes is fair and effective, to

encourage compliance, and to provide money for government spending and public services °.
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Generally, tax compliance refers to how well taxpayers and businesses adhere to the tax laws
and regulations as set down in the nation. It entails the proper and timely reporting of income,
the determination of taxes due, and the payment of taxes to the relevant taxing authorities'’.
By analyzing the tax system of the nation and how it has changed through time, it is possible
to comprehend the origins, significance, and justification of tax compliance in Nigeria.
Nigeria's primary source of wealth historically has been the sale of oil. (@&E, the
government is concentrating on enhancing tax compliance due to the un .é&%@ility of oil

\'\

prices and the necessity to diversify the economy'!. The British implemented direct and

indirect taxes during the colonial era, which is when Nige.@\iem tax system first

emerged. Nigeria inherited the tax system upon becomin@&;endent in 1960 and modified

it to fit its requirements. The concepts of equiﬁQé%ess, and accountability are at the

foundation of tax compliance in Nigeria. I di\\)@&s and corporations have a moral and legal
.

duty to pay their fair share of taxes if\o to support public policies and services'?. Tax

compliance guarantees that the ov%}(b%mt has the resources needed to serve its citizens with

important services such as iéﬁructure, healthcare, education, and others. It is very
™

'\
essential to note that fa&

ance has three key component which are filling, payment and
reporting. \

The act (@u itting tax returns to the proper tax authorities and providing comprehensive
informagion about a person's or an organization's income, deductions, and tax liabilities is
referred to as filing. It entails filling out the required paperwork and attaching supporting
materials including W-2 forms, 1099 forms, and receipts'®. Filing guarantees that taxpayers
accurately and legally disclose their income and deductions. Reporting entails providing the
tax authority with all pertinent financial information as required by tax rules. This includes
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giving precise and comprehensive information on earnings, costs, deductions, and credits.
Reporting ensures openness and makes it possible for the tax authority to precisely determine
the taxpayer's tax burden. Reporting income from a variety of sources, including wages,
investments, self-employment, and rental income, as well as qualifying costs and deductions
under the tax code, may be necessary'4. (b,
Payment: Remitting the taxes due to the tax authority by the timeframes stipu@stitutes
payment. It entails figuring out how much tax is owed based on the su tax return and

making the appropriate payment to satisfy the tax debt. Dependin@h’é choices offered by

the tax authorities, payment may be done using a variety Qg@nods, including electronic

ents'>.

money transfer, credit card, or cheque. Taxpayers%-"@pmplete their tax obligations and
p

avoid penalties and interest costs by making time

N
The Federal Inland Revenue Servi gﬂ}), which is in charge of overseeing and
implementing federal tax legislati%&rgely in charge of regulating tax compliance in
Nigeria. The FIRS has launchwumber of initiatives to encourage tax compliance and is
authorized to assess, co@ .\account for taxes. These steps consist of tax payer education,
streamlined tax ‘Ql procedures, and the utilization of technology for efficient tax
administrati Nigeria, there are many obstacles to tax compliance. The huge informal
sect makes up a sizeable chunk of the economy and frequently operates outside the
formal tax net, is one of the biggest problems. Small enterprises, craftsmen, and independent
contractors who may not have the required paperwork or be aware of their tax duties are

included in this unofficial sector!’”. The government has been putting policies into place to

encourage compliance and bring the unorganized sector under the tax net.



Tax compliance refers to how well taxpayers follow tax laws and regulations. Tax
compliance has been a big issue in Oyo State, with many taxpayers found to be avoiding
taxes or underreporting their income!’. In accordance to the Oyo State Internal Revenue
Service (OYSIRS), the state government has been taking steps to increase tax compliance
through various initiatives such as tax education, tax amnesty, and e-payment systems
(OYSIRS, 2021). The state government introduced the Oyo State Finance Bill %25!%: with
the goal of reforming the state's tax rules and increasing tax income ! ..“l% ill includes
provisions for taxing digital transactions, raising the penalty for tagaéion, and creating a
tax tribunal to resolve tax disputes. Despite these attempts, &%\ompliance in Oyo State
remains difficult, because many people continuing to avoid&g%és or underreport their income.
As a result, the OYSIRS has increased its ef%%increase tax compliance through
2
Q)\

Another aspect of tax that is worthy %ﬂioning is the concept of tax evasion which is the

education and enforcement.

illegal and intentional act o%ng or evading the payment of taxes owed to the
government. This term is &d to describe the attitude of an individual, companies and

cooperates to dodg@h n due. Tax evasion is explained by different authors thus.

A

‘@ evasion is an outright dishonest action whereby the taxpayer endeavors to
educe his tax liability through the use of illegal means which is achieved by

QQ act of omission or commission which constitutes criminal acts under the tax
laws'8

It entails hiding or falsifying income, assets, or transactions in order to consciously lower the
tax liability and avoid making the required tax payments. Most jurisdictions consider tax
evasion to be unlawful and may result in penalties, fines, and criminal charges.

Underreporting income, exaggerating deductions or expenses, maintaining unreported or



offshore accounts, participating in money laundering, or employing fraudulent tactics to
escape taxes are all common ways to avoid paying taxes!”. Tax evasion compromises the
fairness of the tax code, lowers government revenue, and burdens law-abiding taxpayers. It is
a type of tax law violation and is separate from lawful tax planning or tax avoidance, which

entails employing legal strategies to reduce tax liability within the confines of the law.

Another fact that need noting is the concept of tax avoidance, tax avoidance @en define

differently. Three of such definitions are cited below: ‘%\
: % o
Tax avoidance refers to the use of lawful means b e or organizations to
reduce their tax obligations. Although tax avoi differs from tax evasion,

which is against the law, it frequently entail@taking advantage of tax rules’

exclusions and loopholes?. *

The same concept is explained as @

Tax avoidance refers to c@nissible decrease of tax liabilities by
fi

Structuring transactions a ncial activities in a way that complies with

tax regulations while migigqizing tax obligations®'.

The concept is equally defined as %‘b"

Tax avoidange\has been viewed as tax saving activities that improve the value
of compa as been used as a tax saving tool to transfer the wealth from
govern company’s Journal of Accounting®.

At this point it isk@: sary to for us to state that there is difference between tax evasion and

tax avoidaﬁ%e difference is briefly explained in the following quotation

Q
Q The lines between these categories are often blurry, and the tax authorities
occasionally mischaracterize certain situations. Within the category of legal
responses to taxation, one might make even another differentiation.
Sometimes, we'll refer to real substitution responses, or real responses for
short, as those reactions that happen when the tax code alters the relative
costs of certain activities and prompts taxpayers to choose a different
consumption basket in response. We will refer to attempts to decrease one's
tax liability without changing one's consumption basket as avoidance because

they are conceptually distinct from actual substitution reactions?.



A specific jurisdiction's set of laws, rules, and policies that control how taxes are
administered and implemented are referred to as the tax legal framework. It gives the tax
authorities a legal foundation upon which to assess, collect, and enforce taxes. Laws
governing income taxes, corporation taxes, sales taxes, property taxes, and other types of
taxes are often included in the tax law framework. It specifies the methods for filing tax
returns, establishes the tax rates and exemptions, and lays out the consequet%&\or non-
compliance. It also outlines the rights and obligations of taxpayers. The : %, openness,
and effectiveness of the tax system are all protected by the legal fr. evy\ork. Taxpayers, tax
experts, and tax authorities can use it as a reference to understa&@&r rights and obligations,
interpret tax laws, and settle any potential conflicts.  * \QQ)
S

The act of committing oneself to the requirements%he tax laws may be done voluntarily,
under duress, under persuasion, or under ‘Gém t. When a taxpayer deliberately submits
himself or herself to the conditions ot%g tax law, the term "voluntary tax compliance" is
used?*. The costs incurred by p@nd organizations to abide by the tax laws set down by
the government are referredv.%aq tax compliance costs. It includes the costs—both monetary
and non—monetary@f% lying with tax laws, such as those related to recordkeeping,
reporting, a %\planning. When evaluating the entire tax burden on taxpayers and the
effectiver@s f tax systems, the concept of tax compliance costs is crucial. The cost of
comp e consists of a number of factors, including the time and labor required for
acquiring and arranging financial data, filing tax reports, and comprehending intricate tax
regulations. In order to assure accurate compliance, it also covers the expense of consulting

tax specialists, accountants, or tax lawyers. The cost of conducting tax audits and



investigations, as well as the penalties and fines levied for non-compliance, may also be

included?®.

Costs associated with tax compliance can have a big impact on the economy as a whole as
well as on taxpayers. Tax evasion or avoidance may result from low voluntary compliance
due to high compliance costs. In turn, this may lead to decreased tax collectiong&)r the
government and distorted resource distribution. Additionally, compliance. e)%& may be

economic

burdensome for low-income people and small firms, which may irﬂ'g@

development and tax system fairness?. . )\%'ﬂ

A
An individual or organization's comprehension and aw.arx@.@tax rules, regulations, and
obligations is referred to as having tax knowled ..@ncludes an understanding of the
concepts, rules, and laws relating to taxes that goVern how taxes should be calculated,
reported, and paid. Tax knowledge is 65@1})& for taxpayers to accurately and effectively
complete their tax obligations. It ent@eping up with changes to tax law, comprehending
tax breaks and deductions, an&e}ng aware of the correct way to file tax returns®’. The
ability to recognize pro %&\7& tax planning opportunities and tactics to improve tax
outcomes within th@ is another aspect of tax knowledge. Taxpayers who have a thorough
understandin (@he tax system are better equipped to navigate complicated tax systems,
accur. IQ'nterpret the tax code, and strategically organize their financial operations to
reduﬁeir tax obligations while remaining within the law. Keeping up with changes in tax
rules and regulations is also necessary because they can alter over time. For people,
corporations, and tax professionals, tax knowledge is crucial. It aids people in
comprehending their tax liabilities, maximizing their personal resources, and assuring

compliance. Accurate tax reporting, effective tax planning, and understanding the tax
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ramifications of business actions are all made possible for firms by having a working
knowledge of taxes. To give their clients accurate advice and support, tax professionals like

accountants and tax consultants need to have a thorough understanding of the tax code?®.

Understanding and being aware of tax laws, rules, and procedures by people or organizations
is referred to as having tax knowledge. It covers the understanding of tax ideas,.pré@iples,
laws, and practices required to abide by tax laws and make wise choi.ces @ng tax
planning and optimization. Taxpayers who are knowledgeable about th ng are better
able to calculate their tax liabilities, pay their taxes on time, and, tfrom tax credits and
deductions. It requires comprehension of fundamental t%&%a'}s such taxable income,
deductions, credits, and tax rates. Tax knowledge also. O@prises familiarity with pertinent

tax laws and rules that are unique to the count&b region where the taxpayer conducts

business?’. C.;\\a

Small-scale enterprise tax complian@é%Oyo State is a key topic that policymakers and
researchers should focus on. Smallsscale firms in Oyo State suffer a variety of obstacles in
complying with tax legis Aﬁ}lcluding a lack of understanding, insufficient infrastructure,
and high tax ratef.& he@di ficulties can contribute to poor levels of tax compliance among

small busin @which can have a detrimental impact on revenue creation, economic

devel n@t, nd legal compliance™.

As a result, more research is needed to investigate these challenges and identify solutions to
increase tax compliance among small-scale firms in Oyo State*!. Small businesses in Oyo
State are subject to a variety of tax laws and regulations enforced by the state government.
Personal Income Tax Act, Companies Income Tax Act, Value Added Tax Act, and other

applicable tax laws and regulations are among these laws®2. Compliance with these tax rules
10



is a legal requirement for small businesses in Oyo State, and failure to do so can result in
penalties, fines, or legal action. Small businesses in Oyo State, on the other hand, may
encounter a variety of obstacles in complying with tax legislation, such as a lack of
information, limited infrastructure, or exorbitant tax rates’>. As a result, effective initiatives
to promote tax compliance among small businesses in Oyo State are required (b,

Tax compliance in Nigeria is also severely hampered by corruption and ta)s av @k. Some
people and companies use illegal methods to avoid paying taxes 0®%y their tax
obligations. Due to these behaviors, less money is avallable@pubhc services and

development projects, which compromises the integrity of th&?{%’stem

A small-scale enterprise (SSE) is a business with s@number of employees, a little to
medium capital investment, and a relatlvely 10 sales volume. The precise definition of an
SSE varies by country and industry, but Qj\tera a small-scale company is one with less
than 50 people and less than $3 milli annual revenue. Small-scale firms, according to a
recent study by two researche&%ﬁy an important part in the economic development of
emerging economies lik ria. Authors explained that SSEs produce jobs, contribute to
GDP growth, and @96 innovation and entrepreneurship. In fact there was a report that
about 90% l@nesses in Nigeria, according to a 2015 report by the Small and Medium
Scale@@rises Development Agency of Nigeria (SMEDAN)?3, are SMEs. Furthermore,
they disCovered that government initiatives promoting SSEs can have a good impact on
economic development!'®. Small scale enterprises (SSE) play a vital role in economic growth
and development, particularly in developing nations. They create jobs, generate revenue, and

help to the growth of local economies?®.
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Small businesses are a vital element of any economy, and they are typically subject to a
variety of tax laws and regulations. The Federal Government of Nigeria has passed many
laws and rules regarding the taxes of small businesses. The Companies Income Tax Act
(CITA) of 2004 is one of the essential laws in this regard. This statute requires all businesses,
including small businesses, to pay income tax on their profits. Small businesses typically pay
lower tax rates than bigger corporations, and the legislation provides different %@ives for
small businesses, such as tax breaks, to stimulate growth (Section 23 ies Income
Tax legislation, 2004). The Value Added Tax (VAT) Act of 199.3 is 0;1\1 r law that impacts
small businesses. Small businesses must register for VAT \thls act if their annual
revenue exceeds N5 million ($12,987). On goods and s&&@es sold by the firm, VAT is
charged at a rate of 7.5% (Section 10, Value Add@aQAct, 1993). It is worth noting that
the federal government has implemented s @gx breaks for small businesses in order to
support their growth and developme%i)example, the Small and Medium Enterprises
Development Agency of Nigeria ( AN) offers tax breaks to small businesses operating
in priority industries like s%culture and solid minerals (SMEDAN, 2021). Small
businesses in Nigeri %ect to a variety of tax rules and regulations, such as the
Companies Inco QAct and the Value Added Tax Act. The federal government has also
implement‘e%number of tax breaks to stimulate the growth and development of small
busi@@n the country

Water is one of the natural resources that is essential for human existence, in fact the
importance of water in human life cannot be over emphasized. In the first instance it is used

for mandatory house chores on daily basis. In the second instance it is equally consumed on

daily basis®. Likewise, it is scientifically proved that about 75% of our body mass is water,
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for this reason we cannot be far from the truth if we regard water as source of life, now let us
briefly consider what people have said about water.

Water is often referred to as the universal solvent due to its excellent solvent
properties. It has the ability to dissolve a wide variety of substances, including
salts, sugars, gases, and many organic compounds. This unique property
stems from water's polar nature, where the oxygen atom is slightly negative
and the hydrogen atoms are slightly positive. These polar characteristics
enable water molecules to surround and separate solute particles, f¢ %ﬂatmg
their dissolution®’. &

Another explanation on the meaning of water goes thus: QO

to one oxygen atom. It is a transparent, odorless, and tasteless-li that exists in a liquid
state at standard temperature and pressure (STP). Water is or the survival of all
known forms of life and plays a vital role in various blologlc cesses’®

With the chemical formula H2O, water is a substance made up of %yd ogen atoms bound

Also water is defined as \
Water as a "fluid body or substanci‘%t is "ordinarily clear, and without any

strong or peculiar taste or sme his work "The Sceptical Chymist," Boyle
emphasized water's abili ve various substances and observed its

unique propertzes Su ts capacity to expand upon freezing. He
recognized water ndamental element in chemzcal reactions and

highlighted its zmpo in supporting life processes®’

As far as the meaning of watwconcemed one can keep on citing opinions of scholars
endlessly but the most t thing is that water is very useful for all living things and is
too common to bg\ e to all living things.

Itis patent%gthat there are different types of water one of such classification reads thus:
tap ineral water, spring water, well water, distilled water, sparkling water, alkaline
water. Another basic thing about water is the fact that it comes from different sources such as
river, well, rain, borehole, spring etc. however the sachet water which is the focus of this
research can be grouped as water from borehole*. We can now discuss the concept of sachet
water briefly. In Nigeria, sachet water has a long history and has grown significantly since

the early 1990s. Sachet water, commonly referred to as "pure water," describes little plastic
13



bags or pouches that are filled with clean drinking water and sealed for price and
convenience'. Because of Nigeria's insufficient access to clean water through its public water
system, this novel method of supplying safe drinking water has becoming increasingly
popular. Nigerian businesswoman who understood the need for clean drinking water and
created the first sachet water production plant in Lagos in 1993, is frequently credited with
bringing sachet water to Nigeria!. The water sector in the nation underwent a tr@ ation
as a result of her initiative, and sachet water swiftly became widely access b l’og@ reasonably
priced. There are a number of variables that have contributed to the rise '?nd development of
sachet water in Nigeria*'. First, the need for portable water s increased as a result of
population growth and urbanization. Many Nigerians fo@%ﬁhet water to be an appealing
alternative due to the public system's lack of a co@nd clean water supply. In Nigeria,
the pure water industry is growing, and Oﬁ@)no exception?’. The manufacture and sale

of sachet water, has become a major so& employment and income for many residents of

the state. According study, the {) er sector in Oyo state has grown significantly in the
last decade. The authors di%/er d that small and medium-sized firms (SSEs) predominate
'\

in both urban and Q:&

employs thousand&o ndividuals in the state, primarily women and youth. The sourcing of

of the state*?. The study also discovered that the business

water frorﬁ%?oles or wells, purification of the water, and packing in sachets using
autg semi-automatic machinery are typical steps in the production process of sachet
water in Oyo state!. The packaged water is subsequently delivered around the state to
retailers and consumers. Despite the industry's problems, such as poor infrastructure and
limited access to funding, the industry continues to develop and contribute to the Oyo state

economy?®. Additionally, the cost-effectiveness of sachet water was a major factor in its
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appeal. Sachets were made available to a wide spectrum of consumers, including low-income
people who previously found it difficult to acquire safe drinking water because of their tiny
size and inexpensive price. The ease with which sachet water may be transported and
enjoyed while on the go further led to its widespread use.

Nigerian sachet water development has not been without difficulties. Since not all
manufacturers follow strict quality control procedures, questions have been rais%}merning
the quality of some sachet water brands. In response, authorities have bee . ﬁg@ to oversee
and uphold industry quality standards, including the National .Age y'\f r Food and Drug
Administration and Control (NAFDAC). Nigerians' water de @s\mve been significantly
met by sachet water, particularly in regions with limited'qtﬁg‘to clean drinking water.

O

1.2 Statement of the Problem &

Tax compliance by small scale enterpr'se@o State is a key problem for the government
because of the controversies surrourididg’ the level of tax compliance by these industries!s.
This situation does not alloww state government to make appropriate projection for
internally generated reve@\:}ards general development of the state. In other to alleviate
this problem there 1 d for a thorough investigation into the extent to which small scale

enterprise lying to payment of their tax as stipulated within the legal framework of

taxa@)yo state. This is the issue that this research intend to resolve

1.3  Aim and Objectives of the Study

The overall aim of this research is to look into the factors that influence tax compliance in
Small scale Enterprises in Oyo state using sachet water industry as our point of focus. The

objectives are to:
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ii.

iii.

1v.

14

investigating the legal framework of small-scale enterprises and determine if its
enhances compliance in Oyo state;

determine how small-scale operators tax knowledge affects their tax compliance in
Oyo state;

examine how tax compliance cost affect the small-scale enterprise tax compliance in
Oyo state; and Q’)&\(b

proffer solutions for improving tax compliance among Oyo ﬁs%@mall scale

enterprises. N
Research Questions &%
o)

The research questions that guided the study are as%@

1.

4,

How does the Oyo state tax structure)@nall-scale enterprise promote small-scale
enterprise tax compliance? Q_)
How does the level of tax edge of small-scale operators affect tax compliance
decisions by small sc lekgyo State?

'3
How does the t@

liance costs affect tax compliance behavior of sachet water
industry iK tate?

Whﬂ@e solutions for improving the tax compliance behavior of small businesses

QQIO State?

1.5

Hypotheses

Hol: There is no significant relationship between tax compliance and legal framework of

small-scale enterprises in Oyo state.
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Ho2: There is no significant relationship between tax compliance and tax knowledge of

small-scale enterprises operators in Oyo state.

Ho3: There is no significant relationship between tax compliance and compliance cost of

small scale enterprises in Oyo state

. . . . . . °
Ho4: There is no significant relative influence among compliance cost, tax kno and

legal frame work of small scale enterprise on tax compliance in sachet water 1\@%&)'

1.6  Significance of the Study
. ”

Taxation is a key source of revenue for all levels of gove@lt. The government can
increase tax collection and revenue generation by bef@nderstanding the elements that
drive tax compliance behavior in the sachet WMM@%. Furthermore, tax compliance is a

legal requirement for enterprises in Oyo ia}éxa%sd noncompliance can result in penalties,
u

fines, or legal action. Therefore, if the of this research is made available to those who
are concerned with tax collgcti Oyo state and used appropriately it will definitely
increase revenue generatio r.tbe government of Oyo state. It will equally create necessary

awareness on the n @'%;a tax compliance on the part of tax payers. It will also increase

tax payers’ kno%@ge in respect negative effect of noncompliance

1.7 S@e f the Study

Y,

Activities of this research covered all the three senatorial district of Oyo state and all the
local government councils in the district. The senatorial districts are Oyo south, Oyo central
and Oyo north. The districts are made up of thirty-three local government councils, out of
these thirty-three local government councils, twenty-five local government councils

representing 75% will be used for this research. In each of the local government councils,
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five sachet water industry will be used. That is, one hundred and twenty-five sachet water
industry will be used. In each of the sachet water industry used, five members of staff will be
used for questionnaire making a total number of six hundred and twenty-five members of

staff that will be responding to the questionnaire for the research.

1.8  Limitation of the Study &.
’6

This study on tax compliance of small-scale enterprise, specifically fo ?S%)n the case

study of sachet water in Oyo State. The limitations of this study incl es;}
1. Self-Reported Data and Response Bias: Self-reported dat&ém survey respondents, which

is subjected to response bias, is the primary source f@for this study. Data mistakes can

result from participants giving socially acceptable responses or reporting their compliance

behavior incorrectly. ( )\\d)

1.9 Operational Definition of @s

N

Small-Scale Enterprises: %ﬂto businesses with limited financial and human resources,
lower turnover, an@% employees compared to large-scale enterprises. The definition of
small-scale nt%\ses may vary depending on the country and the industry, but they

generally have fewer than 50 employees and lower annual revenue compared to large-scale

ente@s.

Sachet Water: the term "sachet water," also referred to as "pure water" or "water sachet,"
describes tiny, single-use plastic bags or pouches containing drinking water that has been
treated or purified. In many developing nations, especially in places where access to clean

drinking water is scarce, it is a well-liked and reasonably priced source of water.
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Tax: A tax is a compulsory financial charge or tariff that the government imposes on people,
organisations, or other entities to pay for public services and other government-related
activities. It is a major source of income for governments all over the world and is normally
regulated by law and managed by tax authorities order to generate income for public

expenditure and social welfare initiatives.

Tax Compliance: The act of abiding by the requirements set by the tax a @1165 in a
specific jurisdiction is referred to as tax compliance. It includes prope%g rding income,
expenses, and other pertinent financial data, figuring out and tm\@aying taxes due, and

AS

keeping correct records and supporting paperwork. Qh}%

S

Tax Knowledge: It is an understanding of tax la®regulations, and obligations by

individuals and businesses. It involves understg%n the types of taxes that apply to one's
business, the tax rates, the tax filing de@, the tax deductions, and other relevant tax

rules and regulations (b"@
)

¢S
>

QQ
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Chapter Two
Literature Review

In this chapter, literatures were established on tax, tax compliance, tax knowledge, tax
compliance cost, tax evasion, tax legal framework, tax collection, small scale enterprise,
company Income tax, tax avoidance, tax evasion, and water. This chapter equally | %ﬁshed
some theories (economic deterrence theory, theory of planned behavior, theoQ%?crime, the
allingham and sandmo theory) to explain the phenomena in the literature. _Several empirical
evidences were established in the chapter to see how the study is %@%aly supported by the

previous studies. . QQ;&

2.1 Conceptual Review Q@
2.1.1 Concept of Tax C.J\\ﬂ

A tax is a financial charge or levy tl@e government imposes on citizens, businesses, or
other organisations in order t%@ public goods and services. Taxes must be paid in
accordance with the law, a ilfhg to do so may result in fines or other repercussions'. Taxes
are essential for the@ ent's revenue-generation, infrastructure development, provision
of public goo ervices, and wealth redistribution. Taxes are used to support a variety of
governme ctions, including paying for public services including infrastructure,
healt}@ education, and social welfare as well as sustaining the rule of law. Additionally,
they play a role in economic regulation and use incentives and disincentives to change
people's behavior?. Taxation guidelines are the ability to give direction on the application and
administration of taxes, the government or tax authorities adopt a set of rules, regulations, and
principles. These rules provide a foundation for understanding the rights, obligations, and
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processes relating to taxation for taxpayers, tax experts, and tax administrators. They seek to
guarantee the tax system's consistency, justice, and transparency. The following are some

significant areas that tax regulations cover

The ability-to-pay concept states that in order to achieve a fair distribution of the tax burden,
people with greater incomes should be required to pay a higher percentage of.ta{ﬁ; The
benefit principle states that those who gain more from government servi.ces e@'%}ograms
need to pay more in taxes. Equity: Taxation systems that employ png%'gQX rates—in
which the tax burden rises with income levels—aim for justice a@my. Ease of Use and

Efficiency: An effective tax system reduces taxpayers&inistrative expenses and
compliance requirements while attaining revenue u%et@

Governments impose a number of different ta)ie\ﬁra se money and pay for public spending.
Here are some descriptions of typical(tax\y) pes: Income taxes are imposed on both

individuals and businesses dependin eir earnings or income. Since income tax rates are

frequently progressive, those W@%GI‘ incomes must pay a larger share of it in taxes.

'\
Sales tax is a tax that is@ proportion of the cost of the item being sold and is levied on

the sale of goods‘Q rvices. The seller gathers it and sends the money to the government.
Different j!%lglons may have different sales tax laws and rates. Property taxes are
asse%cording to the market value of the real estate that both individuals and
corporations hold. Typically imposed by municipal governments, it is used to pay for
amenities including public buildings, roads, and schools. Value Added Tax (VAT) are both
consumption taxes that are levied on the value added at each stage of the production and
distribution of products and services*. It's widely utilized across the globe and is typically

gathered by companies on behalf of the government. Corporate tax is a tax imposed on the
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earnings of corporations or other businesses. Depending on the jurisdiction and the amount of
earnings made, the tax rates may change. Capital Gains Tax: When individuals or
corporations sell an asset, such as stocks, bonds, or real estate, for more money than they
paid for it initially, capital gains tax may be due. The tax is computed based on the sale's
profit. Estate tax is a fee assessed on the distribution of assets from a decedent to their heirs.

Estate tax is sometimes referred to as inheritance tax or death tax. The value of@emed

assets is often used to determine the tax>. 'E \
2.1.2 Concept of Tax Compliance )\%'\

The act of adhering to the rules and obligations estabhsh %ﬂhe government regarding the
payment of taxes is referred to as tax compliance: 11s accurately reporting income,
figuring out how much tax is required and pay , as well as completing tax returns and
other relevant paperwork by the deadhneCjXIaw violations may incur penalties, fines, or

legal repercussions. There are two mm&"%‘pes of Tax Compliance which are as follows

Q

Voluntary Compliance: When p&e)ﬁ}e and organizations willingly and proactively meet their
'\
tax duties without bei@ed or subject to enforcement proceedings, it is said to be

involuntary compliahee. It depends on the willingness of taxpayers to follow the law and

their sense@.

Ma Compliance: When taxpayers are made to abide by tax regulations by means of
penalties, fines, or other legal repercussions, this is referred to as a scenario of mandatory
compliance. To ensure compliance, it makes use of audits, inquiries, and sanctions. The term
"tax compliance" describes how people and corporations comply with tax rules and

regulations. It include carrying out tax obligations, such as disclosing income, correctly
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computing and paying taxes, and filing tax returns and other paperwork within the required
deadlines. Maintaining an equitable and effective tax system and ensuring that governments
are able to raise the necessary funds to support public services and programs depend on tax

compliance. The concept are as follows

Tax Awareness: Tax compliance starts with taxpayers being aware of their ob rgations,
including the applicable tax laws, filing necessities, due dates, and pen @for non-
compliance. Tax compliance depends on having a thorough understan tax system

and remaining current on changes to the tax rules. \%'}

Record-Keeping: For tax compliance, keeping prec1se a&@wrough financial records is
essential. These records ought to include all p n@; inancial transactions, including
earnings, outlays, deductions, and others. Ma'&tin ng accurate records makes sure that

taxpayers can offer the supporting docu@lon and evidence for their tax returns and

claims. Q)(b"

Reporting and Filing: Taxpa ers e required to accurately and timely report their income

and submit tax return is entalls completing the necessary paperwork, disclosing all

pertinent facts. \
Q

Tax Payment: It is the taxpayer's responsibility to make all required tax payments on time.
This@?es figuring out the appropriate tax burden based on the applicable tax rates and
accounting for any available credits, deductions, or exemptions. Payments can be made in a

number of ways, including online payment systems, checks, and electronic funds transfers.

Collaboration with Tax Authorities: Tax compliance also entails working together with tax
authorities during audits, inquiries, and investigations. Taxpayers are required to reply to
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queries, supply requested information, and remedy any anomalies or problems brought up by

the tax authorities.

Overall, sustaining a working tax system and ensuring the revenue collection required to
finance public services and government activities depend on tax compliance. It necessitates
that taxpayers understand their responsibilities, keep detailed records, declare their(&:ome,

file tax returns, pay taxes, and work with tax authorities. :Qh}
2.1.3 Concept of Tax Knowledge é

[ ) “
Understanding and being aware of the rules, regulations, and pr%& relating to taxes are
referred to as having tax knowledge. It includes an undexs%g&g of the tax laws, regulations,

and policies put in place by the government to cu@w taxes are collected from people,

businesses, and other entities®. The idea .OK knowledge entails learning about and

understanding many facets of taxation,;gugai

Understanding the laws gove ing&gs, such as income tax, sales tax, property tax, and

corporate tax, is important. igﬁincludes being aware of the local laws, rules, and tax codes

that are in effect. C)Q Q

Identifying t e@'ﬁtions and actions that result in tax obligations (taxable occurrences).
Understa@n when sales tax is necessary, when capital gains tax is required, or when
incom: taxable are a few examples. Tax obligations: Being aware of one's duties as a
taxpayer, such as submitting tax returns, keeping records, paying taxes on time, and meeting

reporting requirements.

Tax planning is the process of comprehending ways to legally reduce one's tax obligations.

Knowing how to use deductions, exemptions, credits, and other tax advantages to maximize
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your tax results is necessary for this. Understanding the steps and standards for meeting tax
obligations, such as correctly filling out tax forms, figuring out taxes due, and following to
filing and payment dates. Understanding the various tax systems, such as progressive,
regressive, or flat tax systems, that are used around the world as well as their effects on
people, businesses, and the economy. %

Understanding how tax decisions will affect one's personal or corpo % inances,

investments, and broader economic activities. ‘%\

For individuals, corporations, accountants, tax experts, an@makers having an
understanding of taxes is crucial. It makes it poss1b1e for @e to fulfill their tax duties,
make wise financial decisions, abide by the law, a even improve their tax position.
Similar to individuals, businesses can manage tﬁx payments, engage in tax planning,

and guarantee compliance with tax laws b@lg a working knowledge of taxes’.
2.1.4 Concept of Tax Complian%@st

Tax compliance costs are j%;?onetary and non-monetary expenditures made by people,
companies, and ot @'%s in order to abide with the rules and obligations of the tax
system. It inclu%\gll expenses related to upholding the obligations of adhering to tax rules

and regulations.
The&ving components are included in the idea of tax compliance costs:

Costs of administration: These expenses result from the administrative work necessary to
comply with tax legislation. They cover the costs of maintaining records, keeping books,
preparing and filing tax returns, as well as the time and effort put into comprehending and

interpreting tax regulations. Professional Fees: To guarantee accurate compliance with tax
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rules, taxpayers frequently seek the advice of tax experts like accountants or tax consultants.
The cost of tax compliance includes the fees paid to these professionals for their services.
Costs associated with software and technology: To make tax compliance procedures easier,
some people and companies may decide to invest in specialized tax software or other tech
solutions. These expenses cover the price of acquisition, upkeep, and training. Personnel in
charge of compliance: Larger companies may have departments or personnel w Qi)'cused
on tax compliance. The expenses related to hiring, educating, and ¢ , ?@ting these
workers go toward the cost of tax compliance!®. Fines and Interest:& authorities have the

right to levy fines and interest fees for failure to comply with t@&x responsibilities. Errors,

late filing, late payment, or other non-compliant activity'ga\n&%s)ult in these extra costs.

&

Research and education linked to compliance is n ary to stay current on the constantly
evolving tax rules and regulations. The %ﬂa compliance includes expenses linked to
seminars, classes, publications, and pro@ional development activities. Tax compliance may

also have non-financial expen@? as the time and effort required to comprehend and

comply with complicated Ia%m,gulations as the psychological burden or stress associated

with tax-related act@ijg 2r

2.1.5 Con \‘ax Evasion

Tax is the unlawful and deliberate practice by people, businesses, or other entities of
avoiding or dodging the payment of taxes. To lessen tax liabilities or fully avoid paying taxes
owed, it entails knowingly falsifying or hiding information about income, assets, deductions,
or other taxable aspects. In order to avoid paying taxes, tax evasion often entails purposeful

measures to falsify financial records, understate income, bloat deductions, conceal assets, or
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participate in other fraudulent activities. It is an illegal act that disobeys rules and laws

pertaining to taxes'!.

Tax evasion involves the following components: Action Taken Intentionally: Tax evasion
refers to intentional actions made by people or organizations with the goal of avoiding paying
taxes that are owing. It transcends careless oversights or incorrect interpretatioqsb(.l)f tax

regulations. Illegal Techniques: To distort financial records or fool tax ities, tax

evasion uses illegal techniques. The use of offshore accounts 0\‘%'}{& ns, money
laundering, the creation of fraudulent transactions, or other illeg iVity are examples of
this. Income or asset concealment: Tax evaders frequently C(&Ca‘:b\mcome or assets to evade
discovery and taxation. Understating income, exagger i %xpenses, keeping undeclared or
unrecorded assets, or creating fictitious identities (@zorations to conceal ownership are all
examples of this. Non-Compliance with 'péﬁ and Filing Requirements: Tax evasion
refers to willful failure to meet tax d@, such as failing to file tax returns or failing to
disclose assets or income au@éd by tax regulations. Criminal infraction: In most
jurisdictions, tax evasion i%wp as a serious infraction that can lead to fines, penalties,
interest charges, an@%% situations, criminal prosecution. Depending on the jurisdiction
and the serious f the offense, different penalties may be applied. Tax evasion and tax
avoidancgl be distinguished from one another. Tax avoidance refers to the employment
of leg@ctics and procedures to reduce tax burden while remaining within the parameters of
tax regulations!?. Tax authorities use a variety of techniques to identify and stop tax evasion,
including audits of taxpayers, information exchange with other jurisdictions, strict reporting

requirements, and the imposition of fines for non-compliance.
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2.1.6 Concept of Tax Legal Framework

The imposition, collection, and administration of taxes within a jurisdiction are governed by
a set of laws, regulations, norms, and principles that are collectively referred to as the tax
legal framework!2. It establishes the legal foundation for the taxation system and spells out

the rights, duties, and obligations of taxpayers in addition to the authority and metheds used

by the taxing authority. The tax legal framework includes a variety of compon@och as:

D

Tax Laws: These are the main statutes or pieces of legislation th;‘% government or
legislative bodies have passed that specify the taxes that will %va:a, the tax rates, the
taxable events, the exemptions, deductions, and other imp@acets of the tax system. Tax
codes, acts, or legislation are frequently used to i @t new tax laws. Regulations and
Administrative Rules: To give comprehensjve ifstructions and clarification on the
interpretation and implementation of @is ation, tax authorities frequently issue
additional regulations, rules, or gui@@s. Specific areas of tax administration, reporting
requirements, filing processeswe interpretation of tax rules may be covered by these
regulations'3. Case law a %i?ial decisions: The evolution of the tax legal system is aided
by court judgments Qd)udicial interpretations of specific tax statutes. These legal rulings set
precedents er direction for how tax laws should be interpreted and applied.
Inte i(@l ax Treaties and Agreements: The tax law framework may contain
international tax treaties and agreements in situations involving cross-border transactions and
international tax difficulties. These agreements lay forth guidelines for the distribution of
taxing authority between nations and may have clauses that forbid double taxation or tax

evasion.
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Administrative Procedures: The Ilegislative framework for taxes also includes
administrative processes and procedures, such as tax registration, taxpayer identification,

filing requirements, payment options, audits, appeals, and dispute resolution systems!*,

To maintain compliance with tax laws, manage the tax system, and make wise judgments
within the confines of the law, people, corporations, tax professionals, and legisla must

have a thorough understanding of the tax legal framework. :Qh}
2.1.7 Concept of Tax Collection 3

. "
The process through which the government or tax authoritie%®v taxes from people,
businesses, or other entities is referred to as tax collection&%)entails raising money to meet
the government's revenue requirements for pub@nditures as well as ensuring that
numerous public services and programs ar@ning smoothly. The following essential

components are frequently includeda, i tax collection process: Assessment: Tax

authorities compute taxpayers' tax ilities in accordance with the relevant tax rules and

regulations. This entails ﬁliinyut the various tax obligations, the taxable actions or
'\

occurrences, and the ta

It is customary \fo payers to submit tax returns with details about their earnings,

formulas applied to arrive at the tax sums. Tax Return Filing:

possessiow@ys, and other important elements that affect their tax liability. The

taxpaycrintax obligation is formally stated in the tax return. Tax Payments: After the tax
burden has been determined, it is the taxpayers' responsibility to make the necessary
payments to fulfill their tax responsibilities. Several payment options are available, including
electronic transfers, checks, and Monitoring of Compliance: Tax authorities do audits, exams,
or reviews of taxpayer records, financial statements, and other pertinent documents to

determine whether tax regulations are being followed. This facilitates the tax collection
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process and helps to assure accuracy, thoroughness, and adherence to tax laws. Enforcement
and Penalties: Tax authorities have the authority to use a variety of methods to enforce tax
collection. Depending on the applicable tax rules and regulations, non-compliance or failure
to pay taxes may result in penalties, interest fees, fines, or other legal repercussions'®.
Different collection strategies may be used by tax authorities to guarantee the prompt
collection of taxes. These tools may include levying assets or bank accounts%&%@lding
taxes from employee paychecks, or adopting installment payment pro%\%ong others.
Governments must collect taxes in an efficient and effective manner_in order to finance
. \&ﬂ
public spending and maintain the health of the economy. I %&essnates the creation of
precise tax legislation, effective tax administration gems, strong procedures for
compliance, and the imposition of sanctions f@@&ompliance. Tax authorities use a

variety of tactics and technologies to speef@ collection process, improve compliance,

and reduce tax evasion or avoidan collecting procedures may differ between

jurisdictions!”. \)Q)(b‘

2.1.8 Concept of Small-Scz&eoEnterprise

A small-scale ente@ is a company or economic activity that works on a modest scale,
often with fi %ployees, little capital outlay, and a modest level of market penetration.
Small= c@o ganizations are frequently distinguished from larger corporations or businesses
by thei#’size, scope, and level of activities'®. Due to various economic circumstances and
legal frameworks, small-scale enterprise definitions might differ among nations and
industries. However, other definitions and traits that are frequently applied to small
businesses are as follows: Size of Workforce: Small-scale businesses often only have a few

employees. Although the precise criterion for what constitutes a small business or
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corporation may vary, it is frequently far lower than the requirement for bigger enterprises or

corporations.

Revenue or Turnover: When compared to larger companies, small businesses may have
smaller revenue or turnover. Depending on the country and industry, several revenue limits
might be used to define small-scale businesses. Investment Requirement: Compared te _large-
scale firms, small-scale enterprises typically require a comparatively low .leV l@pital or
investment. To launch and maintain their business, they can rely on p \ésgings, loans,
or a few sporadic outside financial sources. Market Presencg@gmll—scale businesses
frequently target a particular consumer group or operate in s %'\ized markets. They might
only cover a small area or cater to a small number of '.%@ Independence and Ownership:
Individuals or a small group of proprietors frequen wn and run small-scale businesses'’.
They might be more independent and .cﬁéﬁn s in their decision-making than larger
organizations. Flexibility and Adapt@ty: Small-scale businesses are frequently praised
for their capacity to react swif%@arket developments and modify their offerings to meet

changing consumer dema «Their smaller size enables them to make decisions more

quickly and impler@l)@%ges with greater agility. Small businesses are essential to the

economy b a%ythey help create jobs, encourage innovation, and support local
rs%ip

entrepren&

peop develop their business ideas with only modest admission requirements. Particularly

20, They frequently act as a breeding environment for businesses by allowing

in rural or underdeveloped areas, small businesses can help with local development and

economic diversity.

Businesses that fall under the category of Small and Medium-sized Enterprises (SMEs)

include both Small Scale Enterprises (SMEs) and Medium Scale Enterprises (MSEs).
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Although the definition of a small or medium-sized enterprise is not universally accepted,
many nations and organizations frequently use different standards to categorize businesses
according to their size. However, the following general distinctions between small and

medium-sized businesses can be made.

Size: The primary distinction between small and medium-scale enterprises lies in their size.

N

Small-scale enterprises are typically smaller in terms of total assets, revenue, mber of
Qs

employees compared to medium-scale enterprises. The speciﬁc‘@o

classification vary across countries and industries. . )\%ﬂ

Scope of Operations: Small-scale enterprises often K@&imited operations and are

for size

primarily focused on serving a local or niche market. may operate on a smaller scale,
catering to a specific geographic area or a tar)gQ%d customer segment. In contrast, medium-
scale enterprises tend to have a broadeér scope of operations, potentially serving larger

markets or expanding their reach beygézé"single region.

Resources and Infrastructure:xgall-scale enterprises typically have limited resources and
'\

infrastructure. They ma& fewer employees, simpler organizational structures, and rely

heavily on the O@ involvement and personal skills. Medium-scale enterprises, on the

other hand%@ possess more resources and infrastructure, enabling them to undertake

larg@ts, serve more customers, and have more complex operations.

Growth Potential: Medium-scale enterprises generally have higher growth potential
compared to small-scale enterprises. They have a stronger foundation in terms of resources,
customer base, and operational capabilities, which allows them to expand their operations

more rapidly and pursue growth opportunities.

36



Regulatory Considerations: The classification of a business as small or medium-scale can
have implications for regulatory compliance, incentives, and support programs offered by
governments and organizations. Some countries may have specific regulations, tax benefits,
or financial assistance programs tailored for small and medium-sized enterprises, with

varying criteria based on the size category.

AL
It's important to note that the exact definitions and distinctions between SEnal @ﬂn\edium—
scale enterprises may vary across different contexts and countries. The X employees,
annual revenue, total assets, or a combination of these factors ma& be taken into account
when determining a company's size. It's advisable to refer@%\especiﬁc definitions and
guidelines provided by the relevant authorities in @ticular jurisdiction for precise

classification.

It's vital to remember that depending on @on, industry, or particular legal frameworks
in place, the specific definitions and ements for small-scale firms might differ greatly.

Different nations may have urm&lws, plans, or support systems aimed at fostering the

expansion and improvem@s?nall-scale businesses.
2.1.9 Concept gﬂ)lpany Tax

The tax levied on the earnings or income of corporations or businesses is referred to as
com@ tax. It is a type of direct taxes applied to the taxable revenue produced by a
corporation, partnership, or limited liability company (LLC) 2. The following are the main
elements of business tax: Taxable Income: The company's taxable income is used to

determine how much tax to charge. The amount of taxable income is typically calculated by
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deducting all permissible expenses, exemptions, and tax credits from the sum of the

company's earnings for a certain time period.

Tax Rates: firm tax rates range between jurisdictions and depend on a variety of variables,
including the size of the firm, the nature of its operations, and the local tax regulations.

Governments impose taxes through legislation or tax codes, which may be pro.grqgve or
&ompany

t lower the

fixed rates based on an individual's income category. Allowances and Deducti

tax rules may offer a variety of exemptions, concessions, or incentive
taxable revenue of the business. These can include busin lated charges, asset
depreciation, spending for research and development, or dedl@%peciﬁc to a given sector
of the economy. Compliance and Reporting: Busines@ required to abide by tax rules,
keep accurate books of account, and send timely a curate information to tax authorities.

Penalties, fines, and other legal repercuss@:%w e imposed for non-compliance or failing

to submit required reports. '6

Governments rely heavily on co y tax, a key source of income, to pay for public services,
infrastructure improvements, nd other expenses. Different nations and jurisdictions may
have quite differerQajvs, rules, and tax policies regarding corporation taxes. To ensure
correct tax r %g and compliance, it is crucial for businesses to comprehend and abide by
the ta @ applicable in their various countries. Businesses should also obtain professional

assistance in this regard.
2.1.10 Concept of Tax Avoidance

Tax evasion is the unlawful practice of people, businesses, or other entities failing to pay

taxes that are owing to the government or tax authorities?*. To lessen tax liabilities or totally
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avoid paying taxes, it entails knowingly hiding or misrepresenting information about income,
assets, deductions, or other taxable aspects. The main traits and components of tax evasion
consist of: Action Taken Intentionally: Tax evasion refers to intentional actions made by
people or organizations with the goal of avoiding paying taxes that are owing. It transcends
careless oversights or incorrect interpretations of tax regulations. Illegal Techniques: To
distort financial records or fool tax authorities, tax evasion uses illegal techniqu ‘@e use of
offshore accounts or tax havens, money laundering, the creation of fraudu . Q@sactions, or
other illegal activity are examples of this. Income or asset coneealment: Tax evaders
frequently conceal income or assets to evade discovery and t )\nﬁJnderstating income,

exaggerating expenses, keeping undeclared or unrec&’assets, or creating fictitious

identities or corporations to conceal ownership are%« ples of this.

Non-Compliance with Reporting and Fih .&oﬂqlirements: Tax evasion refers to willful
failure to meet tax duties, such as faﬂ'@,to file tax returns or failing to disclose assets or
income as required by tax regh% . Criminal violation: Tax evasion is a serious criminal
violation that carries serio enalties in most jurisdictions. Fines, interest assessments, asset
seizures, and in S(@QC stances criminal prosecution are all examples of penalties.
Depending o %S.urisdiction and the degree of evasion, the severity of the penalties may

change.

Q
It i&cal to understand the difference between tax evasion and tax avoidance. Tax
avoidance is the practice of minimizing tax liabilities while remaining within the confines of
the tax regulations. While proactive tax planning may go beyond the bounds of legality, tax
avoidance typically operates within the law, while tax evasion includes purposefully breaking

the law in order to avoid paying taxes. Tax authorities use a variety of strategies to identify
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and stop tax evasion, including audits, information sharing with other jurisdictions, strict
reporting requirements, and the imposition of fines for non-compliance?*. In order to prevent
and punish tax evasion and to guarantee a just and equitable tax system for all taxpayers,

governments also endeavor to provide a solid legal and regulatory framework.
2.1.11 Concept of Tax Evasion and Tax Avoidance . (b"

Governments rely on tax revenues to pay for public infrastructure and sen%? including
social welfare, healthcare, education, and military. When people or companies avoid paying
their taxes, less money is available for these crucial sewic’eg@gaq unfairly burdens
complying taxpayers and compromises the integrity of the&@?em. Despite their frequent
use as synonyms, tax evasion and tax avoidance are rate ideas in the field of taxation.

While both involve reducing tax liabilities, t@ re differences in their intentions and

N
legality. C.)\
S

The illegal practice of willfully a%@ng or avoiding paying taxes to the government is
referred to as tax evasion TheMnal practice of evading paying taxes that are due to the
government is known a@e Zion. It includes tampering with financial documents, falsely
declaring income,Q enses, or carrying out other fraudulent acts in an effort to lessen or
completelr!@ax liability. In most jurisdictions, tax evasion is seen as a serious crime
that -‘ egal repercussions. It entails willful deception or concealment of income, assets,
or transactions with the goal of illegitimately reducing tax obligations. Underreporting
income, exaggerating deductions, utilizing forged documents, or concealing assets in foreign
tax havens are all examples of tax evasion strategies?*. As a result, tax evasion is regarded as

a crime and is usually subject to legal sanctions. Tax evasion frequently include hiding or

underreporting income, exaggerating deductions or expenses, or using intricate strategies to
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move money offshore or through shell companies in order to avoid paying taxes. Tax evasion
can be used by people, companies, or even organized crime groups to lower their tax

obligations and boost their personal or corporate earnings.

Governments use a variety of strategies to combat tax evasion, including tight enforcement of
tax rules, stiff penalties for offenders, and tough tax regulations. To find and prosQ%‘l[e tax
evaders, tax authorities may carry out audits, investigations, and employ irlfo ion-sharing
agreements with other nations. The ability of governments to track 9@! fy offshore
accounts and illegal financial activity has also improved, §¢ to technological
improvements and global cooperation. Generally speaking, t%&%}on is a serious crime that
jeopardizes the justice and efficiency of taxation. To %@ee that everyone pays their fair

share into the public coffers, governments activel @ to prevent and punish this crime.

The legal practice of structuring one's@%\'cia affairs to minimize tax burden while
remaining within legal parameters is@n as tax avoidance. It entails utilizing tax breaks,
credits, exemptions, and othe&g%)ods to reduce the amount of taxes due. In order to
maximize their tax stat %i'l\e still complying with the law, people, businesses, and
organizations frequ@l) use tax avoidance as a strategy. Legality is the main distinction
between tax @nce and tax evasion. Since tax avoidance occurs within the bounds of the
curre tz@'u es and regulations, it is regarded as legal. Taxpayers are entitled to organize
thei@ncial affairs to reduce their tax liability. Frequently, it is motivated by a desire to

increase after-tax income.

The precise tax rules and regulations in a given area will determine the specific tax avoidance

tactics that will be used. Typical methods of avoiding taxes include:
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Using Tax Deductions: Tax regulations frequently permit taxpayers to write off certain
expenses from their taxable income, such as mortgage payments, charitable contributions, or
expenses related to their business. Individuals and organizations can decrease their taxable

income and, as a result, their tax payment by maximizing these deductions.

Using Tax Credits and Exemptions: Governments may provide particular, cta&ilts or
exemptions for certain actions or expenditures, such as energy-efficient improy, %rts, R&D,
or expenditures in economically disadvantaged areas. Taxpayers 1%\ r their tax

obligations by carefully choosing these activities. )\%ﬂ

Transaction and Asset Structuring: In order to reduce&@x liabilities, taxpayers may
use sophisticated financial arrangements. The use @, the transfer of assets to family
members, and the use of offshore entities are a f@%examples. To continue to be lawful, these

tactics must abide with tax rules and regul@

Although tax evasion is lawful, it c%becasionally draw attention from tax authorities or the

general public if it is ViewedMgreSSive or abusive. To stop excessive tax avoidance,
'\

governments may reSfO& acting anti-avoidance laws or closing loopholes.

Overall, tax avc&gce is a legal strategy used by taxpayers to reduce their tax obligations
while remaining within the bounds of the law. It enables people and organizations to manage
thei@lces more effectively while still adhering to tax laws. In order to maintain a balance
between taxpayer rights and the requirement for a fair and effective tax system, it is

nevertheless subject to continual examination and prospective modifications in tax legislation.

2.1.12 Concept of Water
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Water is highly essential not only to human being but also to all other living things, it is so
important to life in general to the extent that it is regarded as life itself, hence, the popular
saying water is life. Many researches has been carried out on water and for this reason a lot
of definitions on water as a concept has been carved out by different scholars. Consideration

of few out of these definitions will be apposite in this research.
Water is the matrix of life, the substance from which all living things have

developed and which they depend upon for survival, it is a [ olvent that
speeds up biochemical processes and is essential for pr ing homeostasis

and the efficient operation of cellular functions. \% o

There is no doubt that this definitions reinforces our ear@im about the importance of

water in human life. The explanation is quite ap@bout the nature and functions of

water .©

Another definition of water is given asg ellow

Water is a substan de up of two hydrogen atoms bound to one oxygen
atom, creating a\bent or V-shaped molecule with a dipole moment. It
demonstrate. ugide range of physical characteristics, including high heat
capacity, e tension, and density anomaly, making it crucial for
mair@% arth's ecosystems and controlling patterns of the planet's
clima

N

Although thi @ﬁtion is quite short as far as the nature of water is concerned. In addition

the (%@1 of water is also given bellow.

Water is a dynamic and interconnected system, comprising of the hydrosphere,
including oceans, rivers, lakes, glaciers, and groundwater. It is in constant
flux, circulating through the water cycle, playing a vital role in weather
patterns, erosion, and the transportation of nutrients and pollutants. lIts
availability and quality are fundamental to human societies, agriculture, and
industrial processes.

Let us look at another definition of water
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Water is a finite resource that is fundamental to all forms of life on Earth. It is
a complex system with physical, chemical, and biological properties,
interacting with the lithosphere, biosphere, and atmosphere. Its management
and governance require an interdisciplinary approach, balancing human
needs, ecosystem requirements, and the preservation of water resources for
future generations.

We can also examine another definition of water as provided in the following statement

Water makes up around 71% of the planet's surface. It can be fou' any
reservoirs, including glaciers, lakes, rivers, oceans, and grou er. The
constant transfer of water between these reservoirs throu, cesses like
evaporation, condensation, precipitation, and runoﬂ% nown as the
hydrologic cycle, sometimes known as the water cycle.

. \ "
Furthermore, water is defined thus %\

Water performs a variety of vital tasks forhoth the environment and living
things. It serves as a solvent in liviﬁ s, allowing for the occurrence of

chemical reactions in cells and ai e movement of nutrients, gases, and

waste products. Through proqedﬁlike evaporation and sweating in animals

and transpiration in plar@}g er also aids in controlling temperature.

Additionally, it offers tis% d cells structural stability and defense.
Water is a key factor in the en@(gt in the formation of landscapes through weathering
and erosion. Through collectiffg and releasing heat energy, it modifies climate through
affecting temperatufe p and atmospheric circulation. Water bodies support a variety of
ecosystems, c@vas homes for a vast number of species and enhancing biodiversity.
Addition@, ater is essential to many sectors of the economy, including transportation,
manu ring, agriculture, and energy generation. It is essential to many industrial processes

and is utilized for cooling systems, irrigation, sanitation, and the production of hydroelectric

power.
2.1.13 Classification of Water

The classification of water in presented below:
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Tap Water: also referred to as municipal water, is delivered to homes and businesses via a
network of pipes and treatment facilities. Typically, it comes from lakes, rivers, or deep wells.
To ensure it satisfies requirements for safety for human consumption, tap water is treated to

eliminate pollutants.

Mineral Water: Mineral water is groundwater that naturally contains a specific. am&mt of
minerals and trace elements. It is sourced from underground springs or wells @r{ust meet
s&ater is often

specific mineral content requirements to be labeled as mineral water. NE%}

marketed for its perceived health benefits due to its mineral compoﬁ.’)

Spring Water: Spring water is collected from natural spr@here water flows naturally to
the earth's surface. It is typically considered to @ and pure as it originates from

underground sources. Spring water may underg@immal treatment or filtration to maintain

its natural properties. ( \)

Well Water: Well water is obtaine rilling a well into an underground aquifer. Aquifers

are layers of permeable rock that hold and transmit water. Well water quality can vary
'\

depending on the surro@ eology and potential contamination sources. It often requires

testing and treatnxée)ensure its safety for drinking.

Q

Distilled er: Distilled water is produced by the process of distillation, where water is
heatcreate steam and then cooled to collect the condensed vapor. This process removes
impurities, minerals, and contaminants, resulting in highly purified water. Distilled water is

commonly used in laboratories, medical settings.

Purified Water: Purified water refers to water that has undergone various purification
processes to remove impurities and contaminants. It can be produced through methods such
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as reverse osmosis, activated carbon filtration, or deionization. Purified water is often used in

industries, manufacturing, and pharmaceutical applications.

Rain Water: Rainwater is formed when water vapor in the atmosphere condenses and falls
to the Earth's surface as precipitation. It is considered a natural source of freshwater.

Rainwater can be collected and used for non-potable purposes like gardening, Washé-g cars,

filtration. ‘%\

Grey Water: Greywater is the term used for wastewater generafe@y}ousehold activities

or flushing toilets. However, for drinking purposes, it requires appropriate :t@%&ment and

like bathing, laundry, and dishwashing. It does not include &ér?om toilets or contaminated

sources. Greywater can be recycled and treated@@use in irrigation or non-potable

purposes, reducing water consumption. \%
Sea Water: Sea water is the saltw. te@ﬁnd in oceans and seas. It contains a high
concentration of dissolved salts a@nnerals. Due to its high salinity, sea water is not

suitable for drinking without uMoing desalination processes, such as reverse osmosis, to
'3

remove the salt content.Q'Q

2.1.14 Sources@}’ater

Water C(@S rom various sources, both natural and human-made. Here are some of the

prim&ources of water:

Rainfall: Rainwater is the most common natural source of freshwater. When atmospheric
moisture condenses, it forms clouds, and precipitation occurs in the form of rain. Rainwater

is a crucial source for replenishing surface water bodies like rivers, lakes, and groundwater.
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Surface Water: Surface water refers to water found in lakes, rivers, streams, and reservoirs.
It originates from rainwater that collects in depressions on the Earth's surface or from melting
snow and ice. Surface water is often used for domestic, agricultural, and industrial purposes,

and it plays a vital role in supporting ecosystems.

Ground Water: Groundwater is water that seeps into the ground and is stored i@@orous
layers of soil, sand, or rock known as aquifers. It is replenished through the ;%lation of

rainwater and surface water into the ground. Groundwater is accessed b@l wells and is

an essential source of drinking water for many communities arou,nd{s%\m)rld.

Springs: Springs are natural outlets where groundwater e&@s at the surface. They occur
when the water table intersects with the land surfac@ ings can be found in various forms,
including seeps, artesian springs, and hot springsi They

provide a direct source of freshwater

and are often cherished for their purity an@ant flow.

Glaciers and Ice Caps: Glaciers a%be caps are vast bodies of ice formed from compacted

snow. They are found in polar%?ons, high mountain ranges, and some parts of the world
'\

with cold climates. As @r and ice caps melt, they release freshwater, which contributes

to surface water l;& nd helps sustain rivers and ecosystems.

Q

Lakes and “Ponds: Lakes and ponds are large and small bodies of standing water,
resp@py, that accumulate over time. They can form naturally through tectonic activities,
volcanic eruptions, or by the damming of rivers. Lakes and ponds are often fed by rivers,
streams, and precipitation, and they serve as important water sources for human consumption,

irrigation, and recreational activities.
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Desalination: Desalination is a human-made process that converts seawater into freshwater
by removing salts and other impurities. Desalination plants use various techniques such as
reverse osmosis and distillation to produce potable water. Although desalination is energy-
intensive and costly, it provides an alternative source of water for regions facing water

scarcity and coastal communities.

Wastewater Treatment: Wastewater, generated from domestic, 1ndustr1a1 1cultural
activities, can be treated to remove contaminants and pollutaﬂ% ing treated
wastewater—also referred to as recycled water or reclaimed wateﬁ&r'lndustrial processes,

agriculture, and groundwater replenishment are examples of %%mkmg applications.

These are some of the primary sources of water, %d»@( availability varies depending on
0

geographic location, climate, and human interve %ﬂ It's important to manage and conserve
these water sources sustainably to ensu@ iable supply of freshwater for current and

future generations.

‘b»
Q
2.1.16 Uses of Water \)
4%'»

Domestic Use QQ
Drinking: tél\‘ essential for human survival, and it is used for drinking to maintain
hydratior® overall health. Cooking: Water is required for food preparation, including
boil@teaming, and washing vegetables, grains, and meats. Personal Hygiene: Water is
used for bathing, showering, hand washing, oral hygiene, and sanitation purposes. Cleaning:
Water is used for washing dishes, clothes, and household surfaces. Recreation: Water is used
for swimming pools, hot tubs, and other recreational activities.

Agriculture
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Irrigation: Water is vital for crop irrigation, providing hydration to plants and promoting
their growth. Livestock Watering: Water is used to provide drinking water for livestock and
maintain their well-being. Dairy and Poultry: Water is used for cleaning dairy equipment,
poultry houses, and for animal hygiene. Fish Farming: Water is used in aquaculture systems

to provide a suitable environment for fish and other aquatic organisms.

Domestic Use

Drinking: Water is essential for human survival, and it is used for drinking to maintain
hydration and overall health. Cooking: Water is required for 'f@grgparation, including
boiling, steaming, and washing vegetables, grains, and K@Personal Hygiene: Water is

used for bathing, showering, hand washing, oral % d sanitation purposes. Cleaning:
S

Water is used for washing dishes, clothes, and h: d surfaces.

B
Recreation: Water is used for swimmis& , hot tubs, and other recreational activities.
Irrigation: Water is vital for rog&gation, providing hydration to plants and promoting
their growth. Livestock Wa in,g: Water is used to provide drinking water for livestock and
maintain their well i@%ﬁiry and Poultry: Water is used for cleaning dairy equipment,

poultry houses, @for animal hygiene. Fish Farming: Water is used in aquaculture systems

to provide a Suitable environment for fish and other aquatic organisms.

Q
Ind1®

Manufacturing Processes: Water is used in various industrial sectors such as manufacturing,

power generation, chemical production, and mining.

49



Cooling and Heating: Water is used for cooling industrial machinery and processes, as well
as for heating purposes. Cleaning and Sanitation: Water is utilized for cleaning and sanitizing
equipment, surfaces, and workspaces in industries. Steam Generation: Water is converted

into steam for power generation and in industrial boilers.

Energy :&

Hydropower: Water is used to generate electricity in hydroelectric powes K@%be driving
turbines. Thermal Power Plants: Water is used for cooling purposes in thermal power plants,

such as nuclear and coal-fired plants. '%\ B

Restaurants and Food Services: Water is used for food g@tion, cleaning, and sanitation
in commercial establishments. Hospitality Indu,@’%}er is used for guest amenities,
cleaning, laundry, and swimming pools in @s and resorts. Offices and Commercial
Buildings: Water is used for drinki&%ﬁon, and cooling systems in commercial
facilities. D
Q

Ecosystem Support: Wateg'%e,@ssential for maintaining aquatic ecosystems, including rivers,
lakes, wetlands, an t@% which support diverse plant and animal life. Wildlife Habitats:
Water sources _ate crucial for supporting wildlife populations, including drinking,

Q

reproductionyand habitat creation.

2.1.®whet Water

In Nigeria, especially Oyo State, sachet water—also known as "pure water"—is a well-liked
and extensively used packaged water product. For many Nigerians, especially in urban and
low-income regions, it is the main source of clean drinking water and a cheap substitute for

bottled water. The difficulty of obtaining clean, safe drinking water in Nigeria led to the
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development of the sachet water concept. Significant problems with the nation's public water
supply systems, waterborne diseases, and inadequate sanitation facilities are all present.
Given these circumstances, sachet water emerged as a practical and cost-effective way for

people to access drinking water that they feel to be hygienic and safe.

The invention of the sachet water concept was prompted by the difficulty in acquirit@%.(l:lean,
safe drinking water in Nigeria. Waterborne infections, serious issues with .the @i})&l's public
water supply systems, and insufficient sanitization infrastructure are a%} . In light of
these conditions, sachet water has arisen as a useful and affordabng%{iﬁ)d for individuals to
obtain drinking water that they perceive to be sanitary and s@%'l\le quality of sachet water
might vary, and not all goods on the market may adhe@e necessary safety and hygienic
standards. NAFDAC, one of Nigeria's regulato ncies, is in charge of assuring the
caliber of packaged water products. In .e:éo onitor and enforce adherence to safety

standards, they create rules and carry o@spections.

The Nigerian government and régulatory bodies have been working to enhance sachet water
production quality and %ﬁ)n in recent years. This includes taking steps to impose
tougher regulationsQn))rove monitoring and testing techniques, and raise public awareness

of the value @kmg clean water.

In Qachet water contributes significantly to the availability of clean drinking water
for the people of Oyo State and other regions of Nigeria. While it aids in addressing the
issues of water scarcity and contamination, efforts are still being made to guarantee that the
sachet water's quality and safety are consistently upheld for the benefit of the general public's

health and wellbeing.
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Sachet water has several and benefits in Oyo State, Nigeria. Following are some of the

principal benefits and uses:

Drinking water that is easily accessible and reasonably priced is sachet water, which is a
popular option among many residents in Oyo State. Due to its inexpensive price, a wide

spectrum of consumers, even those with modest resources, can buy it. . %

Convenience: Sachet water is lightweight and easy to transport. Its portabili@%?d tiny size

make it a popular option for those who are always on the move, such as commuters, students,

and laborers. '%\\ﬂ“

Hydration: Sachet water offers a practical approach to. st@&&ated all day, particularly in

locations where access to clean water may be rest@hnpredictable.

Safety and Sanitation: Companies that p 'e@er, such as the National Agency for Food

and Drug Administration, are in charge@roducing sachet water.

>

Sachet water is a dependable and tryStworthy alternative to unreliable public water supply in

places with irregular or s;@'public water supply. It provides households with a reliable
ater,

source of clean dri@g

Situations Q: In times of crisis, such as natural catastrophes or interruptions in the

minimizing their reliance on erratic piped water supplies.

wate , sachet water can be a vital source of clean drinking water. It can be quickly

drunk and dispersed, offering a short-term fix until the usual water supply is again available.

2.2 Theoretical Framework

2.2.1 Economic Deterrence Theory
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The economic deterrence theory was first developed by Becker in the late 1960s. Becker
used a financial model to break down illegal activity and show how taxpayer behavior is
influenced by factors like the tax rate, which determines the benefits of evasion, and the
likelihood of detection and penalties for extortion, which determine the expenses®. This
suggests that few people will avoid paying taxes if location is likely and penalties are severe.

There are several corrective and alluring approaches that can be used to achieve xbence.

The idea behind the economic deterrence theory, which is related to tﬂ@?}gnce, is that

people and firms are more inclined to follow tax laws when the p@&d costs of not doing
so outweigh the advantages. According to this approach, taé)ﬁc'ﬁ\s should be enforced and
administered with an eye toward having a deterrent @t by making tax evasion seem
riskier and more expensive. The Economic De@ce Theory, contends that taxpayers
weigh the benefits of noncompliance, suc y ?&%er sed tax liabilities or increased disposable
income, against the costs of detection @facing penalties, such as financial penalties, legal
repercussions, and reputationat@?. Taxpayers are more likely to comply with their duties
when the perceived costs ofinoncompliance are large and there is a high likelihood that they

will be caught and 611)@?:% In essence, the theory contends that tax authorities can affect

taxpayers' b%a@gand raise voluntary compliance rates by effectively discouraging tax

evasion t%u strict enforcement measures, such as audits, fines, and the provision of clear

info@n about the repercussions of noncompliance.
2.2.2 Theory of Planned Behavior

A social psychological theory called the Theory of Planned Behavior (TPB) seeks to explain
and forecast how people behave in connection to their decision-making processes. The

Theory of Reasoned Action (TRA), put forth by Martin Fishbein and Icek Ajzen in 1975,
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served as the foundation for the TPB, which was created by Icek Ajzen in the late
1980s.According to the TRA, a person's desire to engage in a behavior determines that
conduct most of the time. The attitude a person has toward the action and subjective norms
both have an impact on this purpose. Subjective norms reflect the perceived societal pressure
to engage in or refrain from a behavior, whereas attitude relates to the individual's j(u&gment
O
&

Also, the Theory of Planned Behavior (TPB) is a social psychology t X?Qfocuses on

of the conduct in terms of its positive or negative results.

the attitudes, beliefs, and intentions that underpin human conduct. @éarcher presented the
TPB in 1985 as an expansion of the previous Theory ofq)&%}ned Action (TRA) 282,
According to the TRA, behavioral purpose determines .0@1 conduct, which is impacted by
attitudes, subjective norms, and perceived behavi@ntrol. The TPB expands on the TRA

by introducing the concept of perceived hQ‘tor 1 control, which relates to the perceived

ease or difficulty of doing the task at h@o.

Behavioral intentions are the iNeEfate antecedents of conduct, according to the TPB, and
are impacted by three %fa)rs: attitudes, subjective norms, and perceived behavioral
control’. Subj ective@wns pertain to the individual's impression of social pressure to perform
or not perfo % action, whereas attitudes refer to the individual's favorable or negative
judg @ the activity in question. The individual's apparent ease or difficulty in doing the
behaﬁs referred to as perceived behavioral control. The TPB has been proven in research
to be a valuable paradigm for understanding a wide range of human behaviors, including
exercise, smoking cessation and medication adherence®!*2. The TPB has also been used to

investigate environmental behaviors including recycling and energy conservation®:.
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Ajzen developed the framework and presented the Theory of Planned Behavior in 1985,
building on the TRA. Three key elements that influence behavioral intentions and subsequent
behavior are incorporated into the TPB: Attitude: Similar to the TRA, attitude in the TPB
refers to an individual's positive or negative assessment of execution a particular behavior. It
incorporates beliefs about the likely outcomes and their evaluation, such as whether the
behavior is seen as beneficial or harmful. Subjective norms: Subjective norm@\he TPB
capture the influence of social factors on behavior. They encom a. %ndividual's
perception of social pressure, including the expectations of signi?ca&t@\ers (such as family,
friends, or colleagues) and society as a whole regarding the b, xor. Perceived behavioral
control (PBC): Perceived behavioral control is a concc@{%due to the TPB. It reflects an
individual's view of the ease or difficulty of exed@%e behavior. It incorporates factors

such as self-efficacy, resources, and situatfor{@ystraints that may facilitate or hinder the

performance of the behavior. 'e

According to the TPB, these ﬂ%@:tors collectively determine an individual's behavioral
intention, which, in turn, mfluences the actual behavior. The TPB proposes that stronger
intentions are morQ)k% lead to behavior, while weak intentions may result in non-
performance ,or, donment of the behavior. Since its introduction, the TPB has been
widely u&i d applied in various fields, including health psychology, environmental
psychblogy, marketing, and organizational behavior. It has been employed to understand and
predict behaviors such as exercise, dieting, smoking cessation, recycling, and consumer
decision-making. Over time, scholars have expanded upon the TPB by integrating additional
factors or modifying its components to enhance its predictive power in specific contexts. For

instance, some researchers have incorporated additional variables like self-identity, moral
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norms, anticipated regret, or past behavior to improve the model's accuracy. Overall, the
Theory of Planned Behavior has proven to be a valuable framework for understanding human
behavior and has provided understandings into the factors that impact decision-making
processes. Its application in various domains has contributed to a improved understanding of
behavioral change and the development of effective interventions aimed at promoting desired
behaviors. TPB critics have expressed worry about the theory's lack of attentio%&tions
and affect, as well as its emphasis on rational decision-making proces .%rthermore,
some researchers have claimed that the TPB may not be an adequate x@\el for understanding
habits or automatic actions, as these behaviors may not be \t to conscious decision-
making processes®. Despite these concerns, the TPB Qgﬁll a popular and prominent
hypothesis in the field of social psychology reseaﬁ@ emphasis on the attitudes, beliefs,

and intentions that underpin human behavio@abeen beneficial in understanding a wide

range of behaviors and designing succe%fgi-r)terventions to encourage behavior change.

Researchers generally study aétions«that people report, while studies that look at behaviors

that people do are few and:%rvbetween%. This is due to the fact that studying individual

actions is time cons@i)él%] costly.

2.2.3 The @13111 and Sandmo Theory

The hich dates back to 1972, contends that by establishing penalties and conducting
audits, the government deters tax evasion®’. A taxpayer will elect to disobey the law and
avoid paying their taxes if they believe the cost of doing so is too low and it is unlikely, they
will be discovered or the subject of an audit. A taxpayer is more likely to evade taxes if they
think that the cost of compliance would be high. Tax systems and procedures that are

complex and time-consuming usually encourage tax evasion. If a taxpayer thinks the tax rate
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is too high and severe, they will engage in tax evasion. Tax evasion is negatively associated
with likelihood of being discovered, magnitude, and of punishment and high transactional

costs associated with tax laws!!.

The Allingham-Sandmo model, created by economists, offers perceptions into personal tax
compliance behavior’®. The model contends that people evaluate the advanta%% and
disadvantages of tax avoidance before making sensible judgments. In acc?rd %vith their
argument, people will evade taxes when the benefits outweigh the coﬂ%}[%the risk of

being caught and the associated penalties. You can consult .t ifinal publication by

Allingham and Sandmo for a thorough grasp of their conce%%:\rl though I am unable to

provide exact in-text citations and references for their t@

2.2.4 Theory of Crime
)

Crime theories attempt to explain th orguﬂ of criminal behavior while also providing a
framework for understanding how %@nal activity might be prevented and minimized. The
social learning hypothesis, whicl”holds that people learn criminal behavior through their
contacts with others an@% 'ziia, is one frequently studied theory?®. Individuals are more
likely to engage K wrinal activity if they are exposed to and learn criminal behavior from
others, accu@o the social learning theory. This can occur as a result of direct contact

wit Q/ho participate in criminal conduct or as a result of exposure to media portrayals

of criminal behavior.

The social learning theory has been supported by research in the context of several types of

criminal conduct, including drug addiction*®’. Furthermore, the social learning theory has
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been used to guide interventions targeted at reducing criminal conduct, such as cognitive-

behavioral therapy programs for those struggling with substance abuse.

Critics have expressed concerns about the social learning theory's concentration on
individual-level issues and its failure to address systemic elements that contribute to criminal
conduct, such as poverty and inequality*'. Furthermore, some scholars have claime(k&at the
social learning theory is not a complete model for describing all types of crim' nduct as

some criminal behaviors may be driven by factors other than learning a@l fluence*?.

NS
>
23 Review of Empirical Studies Q

Tax as a concept has received a consideraﬁle a&on from researchers. Given the concept as
such greater attention is not unconne@ith its unique role in governance, entrepreneurship,
and academic cycle. This been«&) lot of empirical studies have been carried out on the

concept. Some of this empiffeal Studies as cited bellow:

A study looked in@égw tax modifications affected small and medium-sized businesses'
compliancewi rnover tax in Nairobi's Industrial Area. A descriptive survey research
desi used for the investigation. The study discovered that electronic filing and
registration by taxpayers had a positive and significant impact on tax compliance in the
SMEs sector. The survey found that most of the SMEs it studied used electronic tax
registration and submitted their returns electronically. Taxpayers no longer had to wait in line

to file their taxes at the revenue authority, which decreased the burden of tax compliance and
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made filing tax returns simpler. The SMEs concurred that the implementation of iTax was

the primary factor in driving compliance and, consequently, increased revenue collection®.

Another study looked at how the East of Nairobi Tax District's small taxpayers' tax
compliance was affected by the online tax system. A descriptive study design was used in the
investigation. The study's findings showed that, even while levels of complianc‘@&Iaried
among industries, using an online system for small taxpayers' registr.atio ing, and
payments significantly improved their ability to comply with tax la@b ding to the
report, small taxpayers in the mining and mining sector didn't,s t&be adopting online
filing. It was discovered that the online method made it s@%ﬁ\for taxpayers to register.
While some taxpayers acknowledged that using an 5 % system made payments more
precise and their tax ledgers updated in real time@majority voiced reservations, notably

over accessibility on due dates due to sew@m est.

A study evaluated the effectiveness Q-é'%wa's iTax system for tax administration the study
was of a descriptive kind. Accerding to the report, the installation of iTax increased the
revenue return's fluctuati Qgﬁis was credited to the uniformity, simplification, and Tax
administration inefi@cycws can be reduced by harmonizing tax procedures. The study found

@H and streamlined the processes for paying and collecting taxes, decreased

the di r@n ry power of tax officials, increased predictability, alleviated the burden of
compli;ce on businesses and individuals, and thus reduced the potential for corruption. As a

result, tax administration became more effective®.

Another researcher investigated methods to improve tax compliance among Kenyan briefcase
companies. A document analysis methodology served as the study's foundation. The study

made clear that in order to enforce tax compliance, there must be evidence of the use of and
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adherence to the various tax rules. The study found that the primary goal of tax compliance
certification was to make sure that any company doing business with the government was in
conformity with all tax laws, including filing reports and paying any taxes that were due. The
study found that tax compliance certificates, which were aggressively enforced and a

condition for all public procurements in Kenya, had a positive impact on these enterprises'

compliance*®. Qb)&\(bl

Huduma Center Initiatives' strategic impact on the provision of publi%:\gg to Kenya's

Nakuru County inhabitants was examined by a researchers. A des@siw: case study design
was used in the investigation. According to the survey, efforté:&%'&\had a big impact on how
residents receive public services. According to the surv . sHuduma Centers have lowered the
expenses of using government services. One 0 main accomplishments of Huduma
Centres was the reduction of distances .@ me essential government services were
made available to the populace thro‘(bi%the counties. Huduma Centers were also firmly

believed to shorten the wait4tim&«for government services. Time-saving in moving is

incorporated into the Hudu%nters’ design as a one-stop shop for government services*’.

A study focused on@ejase of the Monduli District Office when they looked into the impact
of tax payer @tlon on voluntarily paying taxes in Tanzania. A descriptive study design
was Qﬁ he investigation. The study discovered that the amount of voluntary tax
comﬁce in Tanzania was significantly influenced by education provided by print media,
websites that provide taxpayer education, and workshops for tax stakeholders. Additionally,
taxpayer education campaigns in print and electronic media significantly increased voluntary
tax compliance. It was discovered that these tools helped taxpayers better comprehend tax

regulations, including tax rates, filing and payment deadlines, among other things*®.
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A study aimed to determine the impact of taxpayer education provided by KRA on tax
compliance with a focus on Pay-As-You-Earn (PAYE) method of tax compliance. The
survey used in this study was conducted over time. The medium taxpayers' office (MTO)
manufacturing sector taxpayers were the subject of the study. In terms of their PAYE
remittance and filling behaviors, the study found no statistically significant differences
between taxpayers who are educated and those who are not. According to th@?b(b:there
was a negligible negative correlation between the taxpayer trainin .N%d both the
companies' PAYE filling patterns and the amount of PAYE tax that as'\r mitted. The study

found that tax compliance behavior was not significantly impa&%%y taxpayer education®s.

Q

Another study looked on the monetary aspects of tax @ance in Malaysia. According to
the research, the primary reason for the presumptive's inefficiency was that it had forgotten to
broaden the economy's revenue base*’. D .i':%\'x ected consequences, Russia's tax revenue
had been declining over time. Addition@ it was argued that the tax code had been unfair in
some way regarding presumptivéwtax. Unexpectedly, a researcher’® argued that the

introduction of presumptiv es increased consistency in Benin, Burkina Faso, and Senegal

by 3%, 1.3%, and 0@%&2ctively.

A study loo @0 how withholding value added tax affected Kenyan tax compliance. The
study Qan explanatory study design and concentrated on Kenyan taxpayers who were
clas$ as Large Taxpayers (LTO) and Medium and Small Taxpayers (MST) by the Kenya
Revenue Authority. Data was gathered from the years 2011 to 2017 across a 7-year period.
According to the report, tax compliance significantly increased when Kenya's withholding
VAT tax regulations went into effect. The analysis discovered that there was no discernible

difference in the amount of VAT that the 25 MST/DR remitted before and after the
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government implemented the withholding VAT tax. The results, however, revealed a
considerable difference in the VAT the LTO remitted prior to and following the

implementation of the withholding VAT’

A study examined how tax withholding affects tax compliance and offered ideas for data-
related activities. The test involved a small-scale field investigation. The analysis (rsiiealed
that tax underreporting was growing in the areas of anticipated as well as un, @ted tax
under-withholding but was mostly invariant to the areas of tax @t%olding and
unexpected risk abatement. Data programs or other prompts tha@(mraged taxpayers to
participate in over-withholding would therefore probably in%%'\compliance. According to
the analysis, it may be persuasive to assist taxpayers '&{%alling the pain associated with

paying a tax installment or the "protection" ptevided by prearranged reserve funds.

Additionally, because unexpected increasﬁrj@o liability had been revealed®'.

A study investigated the effect of i@%&ed tax enforcement activities on tax evasion by
studying tax data from Denma&\?)tween 2007 and 2016, the authors used a unique dataset
that comprised tax record, %)a.ﬂdit data for all persons in Denmark. They used a difference-
in-differences tech@% compare the changes in tax compliance rates between audited and
unaudited @ According to the study's findings, strengthening tax enforcement
meas s@su ted in a considerable drop in tax evasion. The authors discovered that raising
the ﬁhood of being audited by 10% resulted in a 2.7 percentage point decrease in the
likelihood of tax evasion. Furthermore, the study discovered that the impact of tax
enforcement was greater for high-income individuals and those who were previously

noncompliant’?,
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A study explored the effect of giving taxpayers the option of paying taxes or making a
charitable donation on tax compliance rates. The authors conducted a randomized controlled
trial in France, where taxpayers were randomly assigned to one of three groups: a control
group that received a standard tax bill, a group that was given the option to donate to a
charity, and a group that was required to donate to a charity. According to the study's
findings, giving taxpayers the option of paying taxes or making a charitable don@e\'esulted
in a considerable rise in tax compliance rates. The authors discovered t X %yers in the
option group were 7.7 percentage points more likely than those in %g\ontrol group to pay
their taxes on time. Furthermore, the authors discovered that @mgnimde of the effect of

the choice intervention was comparable to increasing %@1 audit rate by 0.1 percentage

point>3, QQ

A study also investigated the associatio y % corruption, tax morale, and tax evasion
using a cross-country approach. The a@s constructed measures of corruption, tax morale,
and tax evasion for 54 nationsusi (Q;ta from the European Values Study and the World
Values Survey. The study's \findings revealed that both corruption and tax morale were
important determi\@tjg ax evasion. The authors discovered that higher levels of
corruption wer ed to higher levels of tax evasion, whereas higher levels of tax morale
were linked te lower levels of tax evasion. Furthermore, the scientists discovered that the

imp@ corruption on tax evasion was greater in countries with lower levels of tax morale®.

A study used a meta-analysis to summarize the empirical evidence on the relationship
between tax morale and tax compliance. The authors compiled a list of 84 papers from
diverse fields, including economics, psychology, and sociology, that investigated the

relationship between tax morale and tax compliance. According to the findings of the meta-
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analysis, tax morale was a significant predictor of tax compliance, with a positive and
significant effect size. The authors discovered that an increase in tax morale of one standard
deviation was related with a 6.4 percentage point improvement in tax compliance.
Furthermore, the authors discovered that the influence of tax morale on tax compliance was
higher in studies that employed subjective rather than objective measures of tax com;(a%nce%.
A study tested the hypothesis that trust in the tax authority can buffer the d.etri &}mpacts
of constrained rationality on tax compliance in a laboratory expe\‘% e scientists
recruited 331 individuals from a Swedish online panel and rando, doated them to one of
three treatments: high-trust, low-trust, or control. Paﬂicipant%%ligh—tmst treatment were
told that the tax authority was extremely trustworthy ar%%their tax contributions would be
utilized to fund societally beneficial public goods%services. Participants in the low-trust
treatment were told that the tax authority @%‘é&e stworthy and that their tax contributions
would be utilized to fund govemm%goods and services. Participants in the control
condition received no informﬁtio&n the tax authority's credibility. The experiment's
findings revealed that paﬂ%ip@nts in the high-trust treatment had much greater tax
compliance rates tl‘@){%i ipants in the low-trust and control treatments. Furthermore, the
authors disco e%\r.hat trust had the greatest impact on tax compliance for participants who
had a logr gnitive ability, suggesting that trust can mitigate the negative effects of

boun ationality on tax compliance®’.

A study also investigated the effects of tax audit on tax compliance and remittance of tax
revenue in Ekiti State. Low tax compliance and remittance limit the capacity of government
to raise revenue for developmental purposes because the higher the revenue, the more likely

government will put in place developmental plans for the enhancement of the living standard
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of the people. Based on this, the study examined the effects of tax audit on tax compliance
and remittance of tax revenue in Ekiti State. It specifically investigated the effect of desk
audit, field audit, back duty audit and registration audit on tax compliance and remittance of
tax revenue in Ekiti State. A close-ended questionnaire was used to gather the needed data
and an analysis was carried out through correlation matrix and multiple regression. It was
discovered that desk audit, field audit, back duty audit and registration audit %&boﬂsitive
significant effect on tax compliance and remittance in Ekiti State with th y e of 0.001,
0.000, 0.000 and 0.000 respectively. Worthy of note was that @ %udit was the most
significant predictor out of all the predictor variables. It was @\uded that tax audit could
engender tax compliance and remittance in Ekiti State: W%Q therefore recommended that
Ekiti State government should intensify tax audit ﬂ‘@ﬁhe employment of more competent
staffs and intermittent training in order to cau@rease in tax compliance level in the State.

g—?hould not be taken slightly. Tax evaders and

Also, Audited files that reveal crimin%

avoiders should be seriously dealt @o as to deter others from plodding the same criminal

paths. ‘%

-
A researcher investig @%e association between tax compliance and informal labour in
Ghana using @omized controlled study®. The taxpayers were randomly assigned to one
of two gr&o in the experiment: a treatment group that got a tax compliance reminder letter
and@ltrol group that did not receive any reminder letter. The results of the experiment
revealed that the treatment group had a much greater rate of tax compliance than the control
group. Furthermore, the study discovered that the treatment impact was stronger for
taxpayers who did informal labor. The treatment effect for taxpayers in the informal sector

was around three times greater than the effect for taxpayers in the formal sector.
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A study investigated the influence of penalties on tax compliance through a natural field
experiment in Austria®®. The experiment involved sending tax reminders to a random sample
of taxpayers, with some reminders having a penalty threat and others not. The experiment's
findings revealed that the prospect of fines had a considerable beneficial influence on tax
compliance. Taxpayers who got a reminder with a penalty threat had a 4.4 percentage point

greater compliance rate than taxpayers who received a reminder without a p%@ threat.
This indicates an increase of 7.2% in compliance. E\QO

Researchers conducted a review of the literature to find factors, i@mng tax compliance
and evasion behavior®!. The review looked at empirical resea@ blished between 1990 and
2019 and examined a variety of factors known to.@ence tax compliance, such as
deterrence, social norms, trust, fairness, and comp@. The review discovered that deterrent,
in the form of audits, penalties, and @% nt, is a crucial factor influencing tax
compliance behavior. The existence of(deterrence measures was found to boost compliance
rates, but the absence of such@res resulted in lower compliance rates. However, the
analysis also noted that the‘%esjtiveness of deterrence tactics might be modified by factors

such as the perceiv ié%od of detection and the harshness of punishments.

In order to ¢ l@e the effectiveness of reminders in promoting tax compliance in Norway
two 1 e@e s undertook a natural field experiment®?. The experiment comprised sending
remﬁ to a group of taxpayers who had not yet filed their tax returns, while another group
served as a control group. According to the study, reminders had a considerable favorable
influence on tax compliance. Taxpayers who got reminders were more likely than those in
the control group to file their tax forms on time. The effect was especially obvious for those

who had not submitted their tax returns in recent years and who had a substantial potential
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tax liability. The study also discovered that the efficiency of reminders varied based on their
content. Reminders that focused on the negative consequences of noncompliance (e.g.,
penalties, interest charges) were more effective than reminders that focused on the positive

rewards of compliance (e.g., timely refunds).

A study was conducted to look into small and medium-sized businesses' tax complig&e and
complexity in Bayelsa State, Nigeria. The research looked at three Eiiff 1@}&\&6% of
complexity: tax simplicity, tax service quality, and tax penalties. The’%'o\%ry research
design was used in this study. The study's target sample consisted K&R&\Bayelsa State small
and medium enterprises that are registered with the Bayelsa %&ard of Internal Revenue.
The study relied on primary data collected usi Y % well-structured questionnaire.
Confirmatory factor analysis was used to look &e validity of the components in the
proposed research model, and a pretestiné-)péﬂa h was used to look into content validity.
The Cronbach Alpha test statistic Wa%ﬁd to assess the questionnaire's consistency and
reliability. Finally, the overalK{o%l fit was tested using a structural equation modeling
(SEM) technique. The five in%oqs used to assess idea validity were the goodness-of-fit index
(GFD), Tucker—Lew@@x TLI), root mean square residual (RMR), and y 2 /degree of
freedom (y 2 /dé\"ﬂhe researchers used Stata 13 to estimate the structural equations model
(SEM). The study's findings indicated that tax simplicity and service quality had a bigger
imp@ tax compliance than tax penalties. As a result, the research advises that any
bottlenecks and complexity in the tax system be removed in order to make it simpler for
SMEs to comply willingly. In addition, tax penalties should be increased, and tax authorities
should guarantee that offenders comply with the required demands through the specified

channels'®.
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A study sought to establish how Tax Compliance influences the survival of Small and
Medium Enterprises in Rwanda-A case study of medium taxpayers in Gasabo district.
However, establishing the level of tax compliance by SMEs from 2018 to 2021. Specifically,
the study focused on; evaluating SMEs level of tax compliance in Rwanda from 2018 to
2021, identifying the strategies that enforce tax compliance in Rwanda and examining the
extent to which survival of SMEs depends on tax compliance in Rwanda. T%&/ also
revealed the significance of sensitizing taxpayers and SMEs in pa i %Jy the tax
administration on how to keep financial records and books of aci:oug\y\ould lead to self-tax
assessment hence reducing costs incurred by tax administr \on tax collections. The
researcher and academic community use this study as a'ste@%?g stone for further research as
it is giving a basis for further academic investigd@l this area, especially regarding the
factors affecting the tax compliance. Th O%‘ ly, having contributed to literature and
methodology of such future studies, it Qmpts more researchers in this area. This study
was carried out on the basis of c@%dy where the researcher used a descriptive research
design. The total populatior%%)study compromised of the 2250 Small Medium Enterprise

taxpayers and 25 st@@(

from the respondb&m d rely on questionnaires in the collection of the primary data. Equally,

Gasabo block. The study analyzed primary collected data

the study ﬁ%econdary data relating to the effect of tax compliance on survival of small
and @\ enterprises in Rwanda. They included editing, coding and summarizing the data
into frequencies and percentages using Statistical Package for Social Sciences (SPSS) so as

to aid the researcher to meaningfully describe the distribution of responses using a few

indices®.
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A study revealed that it was evident that the level of SMEs tax compliance is low. SMEs are
extremely diverse and their tax compliance costs are influenced by a range of factors.
Regression results indicated the goodness of fit for the regression level of tax knowledge and
the compliance of SMEs was satisfactory in the linear regression. An R squared of 0.312
indicates that 31.2% of the variances in tax compliance of SMEs are explained by the
variances in tax knowledge level in the linear model. The study made findings @g&:ﬂaping
without any punishment after being detected for not reporting one’s € .@8@ome is the
greatest influence of compliance with a mean of 4.04 and a standard_deviation of 0.677.
Affording to pay the penalty rates because they are low is an \m uence to compliance
with a mean of 3.95 and a standard deviation of 0.792. F a&%‘fax audits and prosecution is a
close third influence of compliance of SMEs with onf 2.00 and a standard deviation of
0.600. Other key tax rate factors that influ m{\c‘ pliance are as follows: Filing tax returns
and paying taxes on time to avoid ﬁr%aiypenalties with a mean of 1.97 and a standard
deviation of 0.714, Stiff fines and @%ies for late filing with a mean of 1.97 and a standard
deviation 0d0.793, high ch%(%%eing detected for non-payment of taxes with a mean of

1.96 and a standard iv{‘@

The study make% ding that respondents having normally keep purchase invoices and

0.761 and failure to pay taxes leading to fines and penalties.

other invo@ceipts of expenses for the company at a mean of 4.15 and a standard
deVQM and daily financial operations of the company done by shareholders the
respondent is supposed to comply with at a mean of 3.99 and standard deviation of 1.20 have
the biggest influences on compliance by SMEs. Another factor that greatly influences
compliance is keeping your financial records and preparing accurate financial statements

would increase your tax compliance with a mean of 4.02 and standard deviation 1.17. Further
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on the tax audit findings reveal some penalties and fines to be paid with a mean of 4.05 and a
standard deviation of 1.01 is also a great influence of compliance. The study concluded that
while charging penalties and fines to non-tax compliant has done little to avert the problem,
tax auditors from RRA should put much time to discuss with taxpayers on how to declare and
pay taxes on time and the type of penalties and fines they will have to pay if they failure to

comply with tax laws. RRA should work hand in hand with tax advisors as the;%g\he ones
meeting taxpayers on daily basis®?. . E\QO

In Nigeria, administrative and technological tax innovations as w stall corporation tax
compliance behavior were researched were studied®. Tl@f\ls of the study was on
administrative reforms is on tax structure factors, suc .a&x rate, tax audit, and penalties,
and how they affected small businesses' complia&vels. The study evaluates the indirect
effects of tax compliance costs on the sm v ration tax compliance behavior with regard

to technology innovations. Accordin@ the findings, administrative and technical tax

reforms both increase small co@n tax compliance. Contextual gaps make it evident that

a local research is required.&q

Determining the i@gof tax reforms on company tax compliance with the Malaysia
Revenue Au @y was the focus of a study®®. The study evaluated the impact of
admini tl@'ve, policy, and technical tax reforms on company compliance at Malaysia
Renguthority. It used a descriptive survey research design. The study conducted a
census of the personnel employed by the Malaysia Revenue Authority's domestic tax division.
Both descriptive and inferential statistics were used in the data analysis. The findings showed

an extremely tenuous inverse link between corporate tax compliance at MRA and technology
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tax improvements. The findings of the regression analysis further supported the idea that

technical tax innovations had a detrimental influence on corporation compliance rates.

The effect of online tax filing on small and medium businesses (MSE) in Kenya's Kibwezi
Sub-County was investigated by a group of researcher’’. In the study, medium-sized
businesses in Kenya's Kibwezi Sub County were evaluated for their tax compli.ang&On a
target population of 1,800 MSEs, a descriptive survey research design was us¢ Q'y%\ﬁndings
showed that among medium-sized businesses, online tax filing has a b@%ﬂuence on
tax compliance. Conceptual limitations are shown because the smc{@wtook a limited view

of technology reforms at the revenue authority. It is crucial é@e into account features of

technological improvements other than online tax filing \Q

A study investigated the use of an Integrated\ TaX Management System and SME tax
compliance in Nairobi County's Centra@%&ness District®®. One hundred seventy-three
SMEs were studied using a sample fr@v@ﬁescriptive survey research approach. The analysis
made use of inferential statiStics. To specifically describe how the Integrated Tax
Management System afft %;& compliance, multiple linear regression was used. Results
showed that SMEs%compliance is influenced by an integrated tax management system.
Conceptually, @udy highlights the necessity to expand the evaluation to include further

techni 1@0 ations aside from the Integrated Tax Management System.

The impact of administrative and policy tax reforms in Indonesia was studied by a
researcher®. While administrative adjustments were limited to raising taxpayer awareness,
policy reforms addressed tax amnesty. Structural Equation Modeling (SEM) was employed
in the analysis of the study. Results showed that tax amnesties, or policy tax reforms, have a

favorable impact on compliance. Additionally, administrative tax improvements (better
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taxpayer awareness) had a favorable impact on the level of compliance. Compliance with

paying taxes will be high if the taxpayer is willing to do so.

In a study by two researchers, they investigated how big data analytics could increase the
effectiveness of tax collection in the Republic of Serbia's tax administration”. Descriptive
statistics were used in the study to analyze risk indicators created using mathematxc odels
and applicable to each taxpayer based on a particular algorithm that w @ ted and
evaluated on the data. One indication is based on the notion that mﬁ%/ individual
income follows particular patterns, and any departures from the,p $can signal the risks
of tax evasion. It uses data on monthly net individual in(@%According to the study's
findings, using the indications would increase the ef@ness of detecting tax evasion,

whether it was done intentionally or accidentally.

Two researchers examined the applica@\of detailing its impact on compliance risk
management and its use in The Net s' taxpayer supervision and data analytics”!. This
research was carried out usingxwgferlands Tax and Customs Administration case study.
Based on the study's fi %,“it was determined that data analytics might enhance the
fundamentals of ris@nagement for tax compliance, which would enable management of a
tax admlnl‘s%@‘\(o make more intelligent decisions. This is especially true when tax
admi l@ns successfully employ statistical approaches to develop predictions and analyze
rela&ips between causes and effects in compliance risk management, which influence

taxpayers' propensity to adhere to the law.

In a study he discussed the potential impact of blockchain technology on taxation’.
According to the report, blockchain technology has the power to disrupt and reorganize

accounting as well as automate the payment, transfer, and asset recording processes. It also
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mentioned that numerous nations had already begun to understand the possibilities of
digitizing taxes, and that fresh approaches were emerging. Examples include SAF-T in
Europe and real-time electronic invoicing in South America. According to the report,
blockchain is one of the most promising technologies because it can deliver accurate, real-
time information from multiple levels to a big audience, much like taxation, especially on an

international scale. It offers prospects for greater clarity in tax management and @bbs.

Two researchers examined tax compliance using data from the taxpa %Qon program
in Rwanda’”’. The idea for the study came from the fact that ta r“education, which is
intended to increase tax compliance, has received little at%%'a\in the literature. With a
careful assessment of taxpayers' education on tax comp.'@ knowledge and attitudes on tax
training, it used survey data from 920 respom@ in Kigali. The results showed that
taxpayers' education led to a significant ée} their tax knowledge, moving them from a
poor baseline of comprehension to infi tion on compliance that was favorably received.
Additionally, the outcomes de@ted that educating new taxpayers significantly aids in

forming the habit of compl #ax returns.

Two researchers as%?%ether tax education was beneficial or detrimental for increasing
tax complia @ong Kong’®. This was done to clarify claims made by numerous studies,
som%@om believed that tax education encourages compliance and others who believed
that taX” knowledge encourages tax evasion. Using 600 Hong Kong respondents, the
investigation looked at tax education and whether it enhances tax compliance. According to
the research model built around the data and conclusions, taxpayers cooperate if they are able
and willing to view the tax system favorably as being fair and morally feel that it is proper to

do so.
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A researcher used a case study of Nairobi City County to examine the implications of
innovation in the tax collection process on organizational performance®®. This article was
written with the goal of demonstrating how businesses are upgrading their systems in an
effort to improve the efficacy and efficiency of their business processes. Establishing how
much time efficiency in online receipting affects organizational performance was the explicit
goal. The study sampled 111 respondents from the top management, middle %ggpeﬂment,

and lower management using questionnaires. The results showed that}%%nodemized
w.

system had a favorable correlation to organizational performance and was associated with

5
&

Studies on the tax costs on SMEs in South Africa by :&@bmy Watch Dog found that the

time efficiency in receipt processing.

procedures for meeting tax requirements served as rrier to tax compliance”. This is due
to the fact that paying taxes often took .r@r es that SMEs could employ to run their
firms more economically. Most SME%; their tax obligations as a growing burden since
they don't have enough qualif@onnel to deal with tax compliance difficulties, forcing
them to pay "extra" tax charges; The majority of SMEs are not even aware of the services

and tax incentives Qt)% ?ﬁffered to them. The report also pointed out that a tax system

might beco;iegw more complicated as a result of changes in tax laws. A glaring

conclusion was that complex tax incentive programs that demand skilled

A s& evaluated the efficiency of digital bistro administrators in issuing personal
identification numbers from the Kenya Revenue Authority®’. The research was integrated
into a compelling overall research plan. The investigation revealed that digital bistro experts
complained about the type of information that the orderlies and the general public had access

to. Although the professionals did not confirm the quality of the service they were receiving
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from the gateway, they did note that since the Kenya Revenue Authority had stopped issuing
PINs, more people were using the entryway, which resulted in higher earnings. The report
found that KRA had failed to educate and raise public understanding about how the PIN

issuing mechanism operated so that members

Small scale enterprise (SSE) are critical to the economic success of many countries. However,
because to a lack of awareness of the legal framework and inadequate resour, ﬁb execute
tax compliance measures, these enterprises frequently suffer with ta%% nce®!. This
paper will look at the legislative framework governing SSE tax cpng&me and how it affects
business operations. Small scale enterprise tax compliance i%%ed by a legal framework
that encompasses both national and international laws,. %, and policies. Tax codes, rules,
and administrative policies are examples of national laws, whereas tax treaties and
agreements are examples of intemationa@%{g\ﬂ e legal framework is intended to ensure
that enterprises follow tax laws and re@tions, as well as ensuring governments collect the
income required to fund pub@ces and infrastructure. However, because to limited
resources and a lack of aw&en@ss of the legal framework, SSEs may find it difficult to

comply with tax mlé)@l SEs operate on an unofficial basis, making it difficult for them

to obtain the 'nf@wtion and resources required to comply with tax rules. Furthermore, SSEs
las

frequentlb

syste d tax compliance®2.

the financial resources to invest in compliance measures such as accounting

SME tax compliance can have a significant impact. Noncompliance can result in penalties,
fines, and legal action, all of which can interrupt business operations and reduce profits.
Noncompliance can also have a negative impact on a company's brand, making it more

difficult to recruit consumers and investors. Compliance, on the other hand, can lead to more
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efficiency, openness, and responsibility, all of which can improve organizational operations
and increase profitability. Compliance can also assist firms in improving their reputation,
which makes it easier to acquire customers and investors. Furthermore, compliance can help

SSEs access government assistance including loans, grants, and other financial aid.

Finally, the legislative structure controlling SSE tax compliance has the potential ave a
substantial impact on business operations. Due to a lack of awareness and.li '@%ources,
SSEs frequently struggle with compliance. Noncompliance can result rf%a 1€8, fines, and
legal action, whereas compliance can lead to increased efﬁ%&g@ transparency, and

responsibility. As a result, SSEs should seek to comply Wit&i{%ﬂles and regulations, and

governments should provide assistance and resources t@t SSEs in doing so®’.

In many countries, tax compliance is important4to the success of small and medium-sized
businesses (SSEs). However, due to limited knowledge and resources, SSEs frequently
suffer with tax compliance. The pu(@' of this paper is to investigate the impact of tax
awareness on SSE tax compliaw company operations. Tax Knowledge and Compliance:
Tax knowledge consists ,@c.&mprehension of tax rules and regulations, as well as the
capacity to apply Qgginformation to business operations. SSEs with extensive tax
understandin a@nore likely to follow tax laws and regulations. SSEs with inadequate tax

expe& e@ the other hand, may unwittingly break tax regulations, resulting in penalties and

legal action.

Tax knowledge has been demonstrated in studies to have a considerable favorable effect on
SSE tax compliance. For example, a researcher® discovered that SSEs with greater levels of
tax awareness were more likely to comply with tax rules and regulations. Similarly, SSEs

with superior tax awareness had higher levels of tax compliance, according to a study done in
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Pakistan*}. Tax expertise can also have a big impact on SSE business operations. SSEs with a
strong understanding of taxation are more likely to grasp the tax consequences of their
business actions, allowing them to make educated decisions that reduce tax payments. This

can result in increased efficiency, profitability, and long-term viability.

Furthermore, SSEs with a high level of tax awareness are more likely to receive go ment
help, such as tax breaks, grants, and other financial aid. This can assist them 1ng and
expanding their enterprises, increasing their competitiveness and con 6Qo economic
growth. Finally, tax knowledge has a tremendous impact on tax compliance and
business operations. SSEs should seek to increase their tax u&%anding in order to comply

with tax rules and regulations and benefit from govern ssistance. Governments should

also give education and resources to help small a&dium—sized enterprises improve their

tax knowledge and compliance®’. 0

The impact of tax administration a '%payer education on tax compliance behavior was
studied. As noted in this studyﬁ*‘e%ross River State government launched a comprehensive
tax campaign across the %nﬂorder to increase revenue from income taxes. It's unclear if
this has increased @yer compliance levels or not. In order to better understand how tax
admlmstra@axpayer education affect tax compliance in Calabar Metropolis, a study

was ¢ @te

educatl (represented by electronic taxpayer education, print media education, and

Its specific objective was to ascertain if tax administration and taxpayer

stakeholder sensitization program) have an impact on registered small- and medium-sized
firms' tax compliance (SMEs). A self-reported questionnaire was used to collect data from
213 registered SMEs under the survey research design. The multiple regression analysis was

carried out to help with the hypothesis testing. The data showed that whereas print media
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education had a significant but unfavorable association with SMEs' tax compliance behavior,
electronic taxpayer education had a significant relationship with tax compliance.
Additionally, the impact of stakeholder awareness campaigns and tax administration on
SMEs' tax compliance behavior was negligible. This has ramifications for how the State
Internal Revenue Service manages its efforts to raise tax revenues for the govemmen%

In a study, the COVID-19 pandemic's impact on MSME tax compliance was, @}}ted. The
COVID-19 epidemic has had a substantial effect on MSME actors, wh‘o%‘}oing through a
tough time economically. This study intends to investigate how tali\\‘ﬁs\aliance is influenced
by several factors, including the extent of tax evasion, the d@;%f faith in the legal system
and the government, tax incentive awareness and u‘%ﬁd tax digitization. 195 MSME
players in the Indonesian province of Kudus Regency~Served as the study's respondents. The
study of the data used multiple linear reg@ﬁ}.‘ e findings indicated that while levels of
faith in the legal system and the go@wnt did not have an impact on tax compliance,
levels of tax evasion, tax incen@wledge, tax incentive use, and tax digitization did®’.

'\
In a study looking into @ons behind tax evasion in the Amhara Region. This study is

intended to look K@easons behind tax evasion in the Amhara regional state, namely the
tax admini@s in Gondar, Bahirdar, and Dessie. Explanatory research designs and
des '4s esearch designs were both used for the study's purposes, and a quantitative
research methodology was used. The primary source of data for the study was a self-
administered survey questionnaire given to a sample of taxpayers. Using a proportionate
stratified random sampling technique, 387 business income taxpayers were randomly chosen
as samples. Statistical Package for Social Scientists (SPSS) version 22.0 is used to evaluate

data gathered from survey questionnaires using inferential statistical procedures. The study's
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findings showed that the level of tax evasion in the region is negatively and statistically
significantly impacted by the effectiveness of tax administration and public trust. The level of
tax evasion in the region is positively and statistically significantly influenced by taxpayer

attitudes on tax evasion and corruption in the tax system®.

The impact of tax knowledge and technical changes in the tax system m@siness
performance was examined using a PLS-SEM analysis. The purpose of]t Q&y was to
investigate how tax knowledge affects corporate performance. The p@suwey of 450
registered Indian MSMEs served as the basis for the study: Partial Least Square
Structure Equation Modeling empirical results show %ax knowledge improved
operational efficiency and shielded businesses fr‘%\tax evasion. Additionally, the
development of the tax system's expertise and t ®ogy enabled businesses to administer
and govern their taxes effectively, increa@& ctivity. Policymakers, governments, and
enterprises may find the findings us@because thorough tax knowledge would result in

prompt tax compliance and leséﬁéeasion, avoidance, and fraud®.

A thorough literature @zn tax evasion was conducted as part of a study with
recommendationg&(ﬂrther research. A range of criteria have been used by recent research
studies on»@ion to determine how they affect the purposeful noncompliance behavior
(tax ). A comprehensive analysis of tax evasion including all international literatures
is still difficult to come by. In order to reduce tax evasion with the help of a collaborative
network, the Organisation for Economic Co-operation and Development (OECD) established
the Convention on Mutual Administrative Assistance in Tax Matters in 2010. As a result, this
study intended to conduct a systematic literature review (SLR) to review the existing articles

in the past 10 years, encapsulating 100 papers starting from 2010. The study states that
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previous research has concentrated mostly on individual and economic-related aspects, with
less attention paid to other elements including corporate social responsibility, digitalization
of public services, and whistleblowing initiatives. This study also outlined potential

directions for future tax evasion research”.

A study carried out a systematic review on a conceptual framework for ‘ql\ tax

administration. The experience of the taxpayer has been improved by the 1 &digitized
nature of tax administrations around the world. However, given @ﬁgh rates of e-
government service failure, it is crucial to comprehend the eler@)ﬁﬁat are crucial to a
digital tax system's performance. A thorough conceptual fr@'@rk is built to enhance the
success of digital services in tax administration. It dr; v@;a systematic review of 96 articles
from the literature on digital taxes, taxation, adéormation systems (IS). In designing
digital services for tax administrations, p@%ﬁ( s should take into account fifteen topics,
which are grouped into four cate% context, stakeholders, technology, and shown
results. The framework shoul szee used as a guide for creating effective strategies and

actions to integrate digita fces into tax administrations. On the conceptual framework,

further research po@s are also suggested that will help us understand digital services in

tax administ;ti@éyond technology acceptance models®'.
A

S Qamined the possibilities, constraints and implications of taxing the digital
economy through consumption taxes (VAT) in African countries. The Fourth Industrial
Revolution and the digital transformation have greatly accelerated the growth of the digital
economy worldwide and in Africa. Despite the benefits of technological development, better
business models, and increased digital financial inclusion, there are also drawbacks, such as

the erosion of tax bases brought on by the invisibility of digital transactions. Despite being
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one of the largest and fastest expanding industries on the African continent, the digital
economy makes up a very small portion of tax revenue. Both developed and developing
nations are struggling to identify practical strategies for raising funds from this challenging to
tax economy. In an effort to increase the size of their tax bases and collect money from the
digital economy, African nations have turned to withholding taxes, value added taxes, and

taxes on digital services. The best way to tax the digital economy is a hot topic 1%@ ussion

among policymakers, governments, development organizations, and tax tions. This
paper adds to the continuing discussion by analyzing the potent.ial d%i
the digital economy in Africa using value added tax through a {%(})tual analysis based on a
critical examination of the literature (VAT). The study* @ at 55 articles, the majority of
them recent and published between 2014 and 2&% ighlighting the field's infancy. The
findings on possibilities point to the e St\@of VAT regulation, enhanced revenue
mobilization, and efficiency advanta%;&)e findings on obstacles point to legislative
ambiguities, resource limitations, a@"lack of tax expertise. The consequences of utilizing
VAT to collect taxes from h%éital economy include higher costs for digital services,
™

reduced access, incri)f'%'%

financial inclusion, arid’the achievement of the Sustainable Development Goals®2.

Q

The adop&n f an e-tax system as a mediator and the impact of attitudes toward an e-tax

ality, and obstacles to job creation, poverty reduction, digital

syst@\ tax compliance by Vietnamese businesses were both evaluated in a study. Many
academics around the world are concerned about the issue of tax compliance. The majority of
them highlight variables that affect tax compliance, and one important variable is the
acceptance of tax compliance. The relationship between attitudes toward an e-tax system,

adoption of an e-tax system, and tax compliance, however, has not been the subject of many
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research. Based on empirical data from Vietnamese businesses, this study sought to
determine the mediating role that the implementation of an e-tax system plays in the
relationship between attitudes about an e-tax system and tax compliance. The research model
is suggested using the Theory of Reasoned Action (TRA). As a result, hypotheses are created,
and this study uses a research sample of 435 Vietnamese businesses to conduct a quantitative
analysis. The survey consists of closed-ended questions that were given to ma@s or tax
accounting officials at businesses using three different methods: face-.xg@interviews,

.\c'\

emails, and the General Department of Taxation. Following co%io , SPSS v.22 and
AMOS process and analyze the data. The study uses Cron %\ Alpha as a method to

evaluate the consistency or reliability of scales. The exp&%ﬁory factor analysis is shown
below (EFA). Regression analysis is also used to% the research model and assess the
influence of the independent variables o '@fpendent variable. The two independent

factors, attitude toward an e-tax systefm and-acceptance of an e-tax, have significant direct

N

A research in Nigeria ¢ fes taxpayer compliance and tax administration. In many

effects®.

democracies throu@e world, taxation is acknowledged as a crucial step in achieving
national gr tQ hen a country is endowed with plenty of resources, growth and
developn@t n be encouraged through economic activities that function as a catalyst for
crea@vorthwhile employment for the populace and support the construction of social and
infrastructure amenities for the nation. The majority of the government's income comes from
taxes. A good tax system requires the timely and accurate payment of taxes, making it a
crucial part of Nigeria's governmental finances. Tax compliance requires taxpayers to fulfill
their duties to regulatory organizations. Based on a comparison of tax management in Nigeria
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and a few other selected nations, there is a functional connection between tax administration
and compliance. This study looked at how tax administration in Nigeria affects taxpayer
compliance. The Expectancy Theory of Motivation served as the theoretical foundation for
this qualitative study, which also incorporated secondary data sources. According to research,
effective tax administration will boost tax compliance in Nigeria, which will increase tax
collections, deter tax evasion, promote good governance, and foster eff@\ public
administration. According to the study, tax administration and complia .é\g@ld both be
pursued in Nigeria for healthy public finances and overall national @b\g .

A study examined Tax Reforms and Tax Compliance Beh%"@f Companies in Nigeria.
The main objective of this study was to examine h@wt of corporate tax reforms on

N

compliance. Recent studies on tax compliance h%h en based on social and psychological

theories relating to attitude and taxpayer @% owever little is known about the various
effects of the previous tax reforms ‘@Orporate taxpayer compliance from an economic
perspective highlighting a Nig&{n)%ﬁse. The Nigerian corporate tax has undergone various
historic reforms since e 1990; this study specifically investigated the impact of
Companies Income@%&: rm of 2007 on corporate tax compliance behaviours. The study
used ex-post a@esearch design. Secondary data were used. Data for total annual company
income téﬁ and the total GDP for the respective period of study were extracted from
Natio@Bureau of Statistics records. The study covers a period of twenty years (ten years
[1997-2006] before and ten years [2008-2017] after the corporate tax reform of 2007).
Statistical Analysis adopted in the study was Wilcoxon Rank Sum Tests. The study found
that the rate of corporate tax compliance in Nigeria after the Companies Income Tax reform

of 2007 was higher than the compliance rate before the reform. This supports the thinking
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that the CIT reform in 2007 brought about increased Companies Income Tax generation to
the nation. The study, therefore, recommended that government needs to develop robust tax

reforms and implement fiscal policy measures which encourage voluntary tax compliance®.

A relationship between tax compliance and digitalization in Cameroon was evaluated,
including the mediating role of behavioral intentions. The main objective of the.st is to
investigate the relationship between digitalisation and the level of tE.IX @nce in
Cameroon. The study used a causal research design with a sample size d@a payers who
used the online tax system and the sampling technique was the pu v&sampling technique
of companies and business familiar with the online tax syste@@study used primary data
gotten with the use of a five-point Likert scale questi Y %e The relationship between tax
digitalisation and tax compliance with behaviour@ntions as the mediator was analysed
using Partial Least Square-Structural E%ﬁéﬂ odeling (PLS-SEM). The results of the
study revealed that, effort expectation@d accessibility and reliability have a positive and
significant relationship with ta@mnce while the cost involved in using the e-tax system
had an insignificant relatienship with tax compliance. Effort expectations was partially

mediated by the ta@;zbehavioural intentions. The study therefore recommend that the

governmen‘t%%smake the site to be user friendly that is very easy to use and accessible by

all Camemsn' n tax payers®®.

The&nded theory of planned behavior (TPB) was used in the study to ascertain the
owner-managers' intentions about sales tax compliance in SMEs. 385 of the 660
questionnaire copies that were delivered to the managers and owners of Jordanian
manufacturing SMEs as part of the study's systematic random sampling were retrieved and

deemed suitable for further analysis. Partial Least Squares-Structural Equation Modeling
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(PLS-SEM) was used in the study to validate the structural model and measurement model
and to determine the predictive value of the suggested model. According to the results, the
analyzed firms' intents to engage in sales tax compliance were significantly influenced by
their attitude toward conduct, subjective norms, perceived behavioral control, and

patriotism®’.

Regarding the impact of tax amnesty, tax sanctions, and taxpayer religi@ taxpayer

"

compliance with medium-sized, small-scale, and microbusiness. f%wdy intends to
demonstrate how tax payer religiosity, tax amnesty, and tax saneti{@&f&:t MSME company
actors' tax compliance. Quantitative research is the metho%';%loyed. by employing the

multiple linear regression analysis approach with t}@gpendent variable being taxpayer
W

compliance on tax MSMEs and three indepet% ctors being taxpayer religiosity, tax

amnesty, and tax sanctions. The sample s@:c})}h

and the population was micro, small, %ﬂedium-sized enterprises (MSMEs). In addition to

lized in this study was random sampling,

questionnaires, secondary data%@ included information about these issues from journals,
books, and the internet. iziflg a questionnaire, an interview, and documentation are the
methods used for @e ting. Validity and reliability tests as well as hypothesis testing
were emplo dg\data analysis. Using SmartPLS software, data analysis employed the
structura@u ion modeling approach. Based on the findings, it can be said that there is a
sign@t relationship between taxpayer religion and their compliance with Medium Small
Micro Business Taxes (MSMEs) in Indonesia, as well as a significant relationship between

their compliance with tax amnesty laws and their compliance with tax sanctions laws®%.

In Kogi State, a study evaluated the impact of tax administration on the degree of SME tax

compliance. The generation of tax income depends on efficient tax administration. It has
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been noted that ineffective and inefficient tax administration in Nigeria is to blame for the
loss of income brought on by widespread tax evasion and avoidance. Understanding the
instructions in the tax package is the most frequent issue encountered by taxpayers. In Kogi
State, the impact of tax administration on taxpayer compliance was evaluated in this study.
The population of this study consists of taxpayers from small enterprises who are registered
in Kogi State, with a sample size of 378. (378). The data were collected via a a%sﬁ\)i;naire,
and the null hypotheses were tested using a one sample chi-square .§$g@e outcome
demonstrates that the degree of tax compliance in Kogi State is s@ﬁ}cantly impacted by
administrative compliance costs. The study suggests that in or@& increase the level of tax

payment in the State, the tax authority should simplify %Q\Q@gﬁinistration in the areas of tax

procedures, tax laws, and tax computation®®. Q

A study analyzed the determinants of %&stration efficiency in Nigeria based on

corporate taxpayer perception. The st&@wde an effort to assess the effectiveness of the tax

administration in Nigeria usiné\asgﬂple of 1,210 tax payers from the country's six largest

cities. With the use of P oftware, the data was analyzed using SEM, and the results

showed that Accm@@y, Organizational Approach, Tax Laws, and Technology have a

positive ar% ificant impact on determining Tax Administrative Efficiency in Nigeria.
i

Therefor@'

Nigeridy/the study suggests that tax authorities should utilize additional techniques to

n their crucial roles in enhancing the effectiveness of tax administration in

improve the activities of Accountability, Organizational Approach, Tax Laws, and

Technology!'®.

In a study on the analysis of the tax compliance in the EU. In this study, using unbalanced

panel data for the European Union (EU28) over the seven-year period 2007-2017, a Vector
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Error Correction Model (VECM) analysis was developed to determine the long-term
relationships between individual income tax compliance (taxpayer behavior), public trust in
politicians (trust in authorities), and rule of law (power of the authorities). The findings
confirm that the long-term connections between the variables are causally related. According
to the VECM analysis's findings, numerous support measures are required for voluntary tax
compliance, with the trust variable having a significant influence. Additionallyéy ctural
Equation Modeling (SEM) study was conducted utilizing an upgraded da a ‘si d variables
such as taxpayer behavior, company tax compliance, and the effectiveness of the educational

system. The findings of the SEM analysis highlight the vari positive and significant

influences on tax compliance!°!. . \QD

Further, evidence from Woldia City administra@cro, small, and large enterprises in a

study on the variables motivating taxpaye@é

is to find out what factors lead peo@ engage in tax evasion. The researcher adopted a

ge in tax evasion. This study's major goal

quantitative research methodoﬁ@%ﬁd used a descriptive and explanatory study design.
Primary and secondary d Ve both been used in this investigation. 370 respondents were
chosen using a st@f@ and straightforward random sample procedure from the target
population ¥ For each measurement of the variable, an exploratory factor analysis
(EFA) W@)G ormed to ensure the accuracy of the data. Following factor analysis, multiple
regr& analysis and Pearson correlation were used to further evaluate the data. The
study's findings showed that there was a statistically significant and positive association
between the independent and dependent variables. Additionally, the regression analysis

shows that tax fairness, tax awareness, and moral obligation greatly influence taxpayers'
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decision to evade taxes, but the remaining moral obligation and subjective norms have no

statistically significant impact on this decision!®2.

The factors that affect tax compliance and morale in Nigeria were looked at in a study. The
study's goals are: governmental trust; culture; age; religion; education; and employment. The
study's method of investigation was a cross-sectional research survey design. The p& ise for
the analysis was four (4) public limited firms that are listed on the Nigerian S xchange,
which also served as the source of the sample size for the study. A total%&ke hundred and
eighty-two (382) questionnaire copies were distributed as a resea@o’l’ to elicit responses,
and all three hundred and eighty-two copies were retrieve%'&p%analyze the data, multiple

regression was employed. The analysis revealed tl:ag@bhgeria, faith in the government,
t1

employment, religion, and age had substantial re ips with tax compliance and morale,
whereas culture and education have n@e relationships. The study comes to the
conclusion that the government was '@rperforming in terms of openness, accountability,
people-oriented tax policies, aﬂ&l;(g non-economic factors to describe the concept of tax
compliance. These issues {0 be addressed. The study suggests that tackling the problem
of tax compliance Q@ri and assisting the government in developing better tax-related
policies wil l@ﬁt from a knowledge of the social psychological (demographic)

character@cs f a taxpayer as they relate to tax morale!®.

In a study, the effects of simplification, deterrent, and tax compliance were evaluated. Four
natural field experiments that varied how the tax administration communicated with the
entire population of income taxpayers in Belgium throughout the tax process were conducted.
Across tests, a clear picture emerges: deterrent messages have an additional beneficial impact,

tax morale invocations are ineffective and frequently have the opposite effect of what is
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intended. We can contrast simplification with conventional enforcement methods using a
discontinuity in enforcement strength and the experimental variation. According to the study,
simplicity is far more cost-effective and allows for significant savings on enforcement

expenditures'%4,

To determine whether a lack of tax expertise related to high instances of tax nonC& iance
among Zimbabwean SMEs, a quantitative research approach was employed t 1s, with a
sample of 35 SMEs and 40 tax officers. The results show that SMEs‘%mxbabwe have a
basic understanding of taxes but lack a deeper understanding K&eﬁs like the contrast
between presumed taxation and income-based taxation. H%@T, this has little effect on
their noncompliance behavior. It was discovered tha; i@er for tax knowledge to positively
influence tax compliance, tax rates and corruption™must also be addressed. Despite these
findings, ZIMRA should continue to ed@%& ucated and inexperienced SMEs on the

benefits of paying taxes, as well a% appropriate record keeping through tax payer

education and social media ini(&%’“.
4%'»
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24 Conceptual Framework

The conceptual framework for this study was created to demonstrate the connection between

small-scale enterprise and small-scale enterprise tax compliance in the state of Oyo. The

independent variables in this study were cost of compliance, legal framework, and tax

knowledge. The dependent variable was small scale tax compliance in the state of O%

N

Legal Framework In
The complexity of the
tax law

Tax rates
Number of taxes

Tax

Compliance
Costs

Frequency of
submitting returns
Accessibility of tax
stations

External costs of
compliance

U

<

Tax Knowledge

Level of education
Simplicity of tax rules
Formal training

Figure 2.1: Conceptual Model

Source: Researcher’s Compilation, 2023
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2.5 Summary of Gaps in Literature Reviewed

Information from difference researches and studies has shown that there are series of
controversies surrounding the issue of tax compliance that are yet to be resolved. This is
because the issue of tax itself is complex and multidimensional. It also involves so many
parties for instance personal income tax which involves an individual been it gowment
worker or self-employed; the company tax which is mainly for small, medium @k\rge scale

6(Qand export

enterprise and cooperate tax that deals with duties such as costume dmg%}

duty. We can also talk about value added tax VAT that is paid @ﬂ‘sumption of certain

AS
goods. . Qé%

But it been realized that prompt and appropriate ;@f earnings of the already mention
t

tax forms has not been correctly done by some of thé parties concerned with this attitude of
tax payer. That brings about the issue of @x\ﬁpiance which is the target of this research
because of this series of relevant literp@'ﬁom different concept relating to tax are reviewed
in this research. Literature revie&@qﬂﬂs research started with explanation on the meaning of
tax itself. Appropriate a %ﬁkh literature are equally reviewed on different areas of tax

like tax complianc@nowledge, tax compliance cost , legal framework, tax avoidance,

and tax eva@

Ma d study were as well reviewed in this research this section of research was
brought to an end with the drawing of appropriate conceptual model in the research.
Different relevant theories are equally reviewed and there relevancies to the research were
identify like theory of planned behavior, theory of crime. Similarly, an appropriate
conceptual model was drawn for the research. Although a lot of researches has been carried

out on level of tax compliance among medium and small-scale enterprise but none has been
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specifically carried out on sachet pure water factories in Oyo state. It is exactly this gap that

this study intend to fill
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Oyo State Local Governments Sampled Local Government
Senatorial

Chapter Three
Methodology

The research design and methodology used in the study are described in this chapter. This

comprises the research design, the study's target population, study sample, s%:}lollection

devices and procedures, and data analysis. ‘%\
&'\

3.1 Research Design g\\,

The descriptive survey design was used for this inves-tiga&%;.&This design was chosen. A
descriptive study defines how things are in the pop%ﬁ - Research design entails creating a
blueprint for achieving objectives and answeri dy questions'. The descriptive research is
significant because it serves as a prec&@\quantitative research designs, and the overall
overview provides some valuable @%mendations as to which variables should be tested
quantitatively. It serves as  the blueprint (guide) for data gathering, measurement, and

'3
analysis. This desigf @en because it aided in the generation of data that was all-

inclusive, contexﬂQ, scriptive, in-depth and in details?.

Q

3.2 Po& tion of the Study

Twe@ive local governments was selected across the three senatorial district of Oyo state,
which is approximately 75% of all the local government in the state. The population of the
study consist of the entire staff of all the pure water factories from the selected local

government councils of Oyo state.
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District

Oyo North  Atisbo, Irepo, Iseyin, Kajola, Ogbomosho Iseyin,Ogbomosho North,
North, Itesiwaju, Iwajowa, Ogbomosho Atisbo, Irepo Saki
South, Orelope, Ori Ire, Olorunsogo, Saki East Itesiwaju, Iwajowa
East, and Saki West. Atisbo, Olorunsogo, and Saki
Oyo South West, Kajola

Ibadan North-East, Ibadan North, Ibadan

North-West, Ibadan South-East, Ibarapa Ibadan South-West, Ibadan

Central, Ibarapa East, Ibadan South- South-East, Ibarapa

West, Ibarapa North, and Ido Central, Ibarapa Eé@d Ido,
Oyo Central Ibarapa East

Akinyele,  Atiba,  Afijio,  Egbeda, \QO

Oluyole, Ona Ara, Oyo East, Lagelu, Ogo Afijio, Akinyele, Atiba , Lagel

Oluwa, Oyo West, and Surulere u, O luwa, Oluyole, Ona
A eda

K M
Table 3.1: Oyo Senatorial District and Local Government »@

Five pure water factories will be pu@elected from each of the chosen local

government councils. This implies &%‘ 25 pure water factories will be involved in the

Source: Oyo State Government, 2022

3.3 Sample and Sampling Techniques

research. In each of the pure wﬁéﬁtories, questionnaire will be administered on five staff
members in each of the f: ies) involved. Two sampling techniques will be used which are
stratified and rand@ ing, stratified will be used for all administrative staff while
random sa@ll be used for other staff. This means a total number of 625 members of

staff will@p d to the research questionnaire
3.4 Description of Research Instrument

In this study, the primary research instrument was questionnaire. The fixed choice and open-
ended item formats were employed in the development of the questionnaire items. This

format was used for all questionnaire categories. The fixed choice items required respondents
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to be given answers in order to eliminate the inclination to overthink. As a result, they chose
the simplest option, which also afforded fewer options for self-expression. As a result, a few
open-ended response items had to be mixed in with this structure. For the most part, the
Lickert scale was used. The Lickert scale that was used is as follows: 1-strongly disagree, 2-
disagree, 3-Agree, 4-strongly agree. %
O

L&

0

Validity refers to how closely a study captures or investigates the particular idea that the

3.5 Validity of Research Instrument

: . . . N
researcher is trying to quantify. In other terms, the degree to@j\ the results of data
analysis are reliable accurately represent the phenomeno&@er research. These made it
easier to make sure the questionnaires accurat cted the study's content, were

appropriate for the sample, and were thorough gg to collect all the data needed to answer
the study's purpose and objectives. ( \)

Q>

3.6 Reliability of Research Instn@nt

Reliability is the degree to i(;\l results are constant over time and a precise representation
of the entire populati n@% study. A research instrument is deemed reliable if the findings
of a study can @plicated using a similar approach. A trustworthy instrument is one that
consistently ‘gives the desired findings when used to collect data from two samples drawn
fromame population more than once. A pilot study increased the instrument's reliability.
The test-retest procedure was employed. During the survey, a random sample of SSE
proprietors was given questionnaires to fill out. After two weeks, they were asked to

complete comparable questions. The results of The Cronbach Alpha Coefficient was used to
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correlate the two tests. Instrument dependability was determined by the reliability coefficient,

which was 0.7.
3.7 Administration of Research Instrument

Copies of the questionnaire was administered to the sample size calculated from the
population. The researcher distributed the research instruments with the help of w @eined

research assistants to ensure the questionnaire are distributed accurately %or prompt

. )ﬁﬂ
%{o\

Questionnaire was administered to the sample size calc‘uli;d from the population. Accurate

retrieval.

3.8 Method of Data Collection

data management was performed, assuring high i@&md, at the same time, maintaining
good work ethics. The university and the '0%;6 water businesses, who submitted the data,
were asked for permission. Companies'@re warned and given assurances that the data they
provided would only be used f%h@destigation. When the project is finished, they can ask

for a copy if they would like.

'\
3.9 Method of D@a?&sis
Both descri d inferential statistics were used in the analysis of the data. Inferential
conclusignsywere formed from the coding of quantitative data in the Statistical Package for

Social Sciences (SPSS) data editor, and the analysis's findings were presented using
descriptive statistics such response frequencies. The variables were measured using nominal
and ordinal scales. Using correlation and coefficient analysis, the strength of the relationship

between the dependent and independent variables was evaluated (r). The STATA 11
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economic analysis program performed a logistic regression analysis. The research was able

to draw conclusions from the data using inferential statistics.
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Chapter Four
Results and Discussion of Findings

This chapter presents findings and discussions on the study according to the research
methodology. Data were collected both qualitatively and quantitatively. Data were analyzed
using descriptive statistics, such as mean and standard deviation, and inferenti@stics,

such as correlation and regression.

&
g\
4.1 Presentation of Data %
. \ |

This aspect of the chapter shows the presentation of the %)llected to establish the
relationship between tax structure, tax knowledge, ta'x@npliance, of small business or
enterprise focus on water industry. The results w@%justiﬁed with the results obtained
from the past related studies, to verify if the s@g are still inline or on the same trend with
the past. And if not, what are the pos%e actors behind it after proper examinations have

been done on the source(s) andh%@;nputted during data collection process and analysis.

Descriptive Statistics ‘%,3

Owners, managers,@&na;keters of sachet water in Oyo State received a total of 625
questionnaires, @\esponse rate can be seen from the table below. A response rate of 97.6%

was obtamed from the survey, with 610 of the 625 sampled respondents completing and
a@ y p p p g

returm@ the questionnaires.
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Table 4.1: Response Rate

Given questionnaires Returned Rate of response
625 610 97.6%
Source: Field Report 2022
Table 4.2: Background Information ;&
Age of organization Frequency Percenta \\@
Years
. \*'\
4-5 34 %\‘ ‘
6-7 36 Q%%s

8-9 40 Q’Q\ 32
12

10 above 15 (\- @

Source: Field Report 2022 %V
~AN
Table 4.3: Gender
Frequency Percent Valid Percent ~ Cumulative Percent
Male 205 33.6 33.6 33.6
Valid ~ female 405 66.4 66.4 66.4
Total 610 100.0 100.0

Sourw‘ield Report 2022
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Table 4.4: Educational Qualification

Educational qualification Frequency Percent Valid Percent Cumulative
Percent

Account related

Courses 201 32.9 32.9 32.9
Valid Other courses 409 67.1 67.1 67.1

Total 610 100.0 100.0 100.0
Source: Field Report 2022 &\0'

4.2  Presentation of Test of Hypotheses E\QO

Hol: There is no significant relationship between tax complian d"legal framework of

small-scale enterprises in Oyo state. &%'\
NS
A

Table 4.5: Correlations between tax compliance and legal framework of small-scale
enterprises in Oyo state

Legal Framework Tax Compliance

Pearson Correlation 1 790"
Legal Framework Sig. (2-tailed) .000
N 610 610
Pearson Correlation . 790 {
T li
ax Compliance Sig. (2-tailed) 000
N 610 610

**_ Correlation is significant at the 0.01 level (2-tailed).

Source: Fielél@h’rt 2022

Tab scribes the value our correlation coefficient(r) is 0.00 value which is less than
0.05. The test hypothesis should be rejected if the test result is statistically significant (P
0.05).Therefore, we can reject our Hi. hypothesis which says there is no significant
relationship between tax compliance and legal framework of small-scale enterprises in Oyo
state. While we accept our alternative hypothesis which says there is significant relationship

between tax compliance and legal framework of small-scale enterprises in Oyo state. In
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general, there is strong positive significant relationship between tax compliance and legal

framework of small-scale enterprises in Oyo state.

Ho2: There is no significant relationship between tax compliance and tax knowledge of

small-scale enterprises operators in Oyo state.

Table 4.6: Correlations between tax compliance and tax knowledge of small-scale
enterprises operators in Qyo state

Tax Knowledge Tax
Compliance

Pearson Correlation 1 746"
Tax Knowledge Sig. (2-tailed) .000

N 610 610

Pearson Correlation 746" 1
Tax Compliance Sig. (2-tailed) .000

N 610 610

**_ Correlation is significant at the 0.01 level (2-tailed).
Source: Field Report 2022 . ®

Table 4.6 shows the value of correlati’%,coefﬁcient(r) to be 0.746 which indicate a strong

positive relationship between &&ﬂpliance and tax knowledge of small scale enterprises

operators in Oyo state. Tha%lq also shows 0.00 as our P value which is less than 0.05. A

statistically signiﬁc@)@ ult (P < 0.05) means that the test hypothesis is false or should

be rejected. h%&re, we can reject our Hi. hypothesis which says there is no significant

relations}%b ween tax compliance and tax knowledge of small scale enterprises operators
te

in Oy

While we accept our alternative hypothesis Ho. which says there will be a significant
relationship between tax compliance and tax knowledge of small scale enterprises operators
in Oyo state. In general there is strong positive significant relationship between tax

compliance and tax knowledge of small scale enterprises operators in Oyo state.
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Ho3; There is no significant relationship between tax compliance and compliance cost of

small scale enterprises in Oyo state.

Table 4.7: Correlations between tax compliance and compliance cost of small scale
enterprises in Oyo state

Compliance cost Tax
Compliance
Pearson Correlation 1 .546™
Compliance cost Sig. (2-tailed) .000
N 610 610
Pearson Correlation .546™ 1
Tax Compliance Sig. (2-tailed) .000
N 610 610
**_ Correlation is significant at the 0.01 level (2-tailed).
Source: Field Report 2022 . QQ}'

Table 4.7 shows the value of correlation coeffici r)%e 0.546 which indicate a moderate

positive relationship between tax compliaicfe@sompliance cost of small scale enterprises

operators in Oyo state. 't

The table also shows 0.00 as &@alue which is less than 0.05. A statistically significant
test result (P < 0.05) meang.%mthe test hypothesis is false or should be rejected. Therefore
we can reject our F@t sis which says there is no significant relationship between tax

compliance dé&npliance cost of small scale enterprises operators in Oyo state.

WhileQ@c ept our alternative hypothesis Ho. which says there will be a significant
relationship between tax compliance and compliance cost of small-scale enterprises operators
in Oyo state. In general, there is moderate positive significant relationship between tax

compliance and tax knowledge of small scale enterprises operators in Oyo state.

Ho4: There is no significant relative influence among compliance cost, tax knowledge and

legal frame work of small-scale enterprise on tax compliance in sachet water industry
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Table 4.8: Variables Entered/Removed?

Model Variables Entered Variables Removed Method
Tax knowledge,

1 Compliance Cost, Legal . Enter
Framework®

a. Dependent Variable: Tax compliance
b. All requested variables entered.

Model Summary

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

1 .890* .802 .790 186

Source: Field Report 2022 . %'\
N

The correlation between the dependent and independent K@es is shown in the example
above by the R-value. The value in this instance is . ich is favorable.

R-square displays the overall variation for the dg%l nt variable that the independent factors
may account for. A number higher than O@ates that the model is capable of identifying
the relationship. The value in this inspé;é‘ls .802, or 80 %.

In multiple regression, the adjw -square demonstrates the generalization of results, or
the variation of the sam %l.ﬂts from the population. A minimal difference between R-

square and Adjuste@quare must exist. It is satisfactory in this instance because the value

1s .790, whic@'@e to .802.

ANOVA?
Model Sum of Df Mean F Sig.
Squares Square
Regression 15.525 3 7.762 223.318 .000°
1 Residual 4.067 117 .035
Total 19.592 119

a. Dependent Variable: Tax compliance
b. Predictors: (Constant), Tax knowledge, Compliance cost, Legal framework
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P-value/Sig value: For most studies, a 95% confidence interval or 5% level of significance is
utilized. As a result, the p-value should be less than 0.05. It is.000 in the above table.

Therefore, the outcome is significant.

F-ratio: It reflects an improvement in variable prediction by fitting the model after
accounting for model imperfection. A value greater than one indicates that the'r@of F-

yield efficient model. The value in the preceding table is 223.318, which issa%lory.

These results estimate that as the p-value of the ANOVA table 4s 'l?e;ow the tolerable
significance level, thus we reject Hi hypothesis and says there {Ggmﬁcant relative influence

among compliance cost, tax knowledge and legal frame' %% small-scale enterprise on tax

compliance in sachet water industry. @
4.3  Discussion of Findings CJ\\%

In the study, four hypotheses were 206.' under each determinant. The variables measured
were statistically significant. Tway be used to support the evidence on the link between
tax structure, tax knowle %)? compliance, of small business or enterprise focus on water
industry. It could a@e supported by the results of other studies in this area. There is a
significant po @ relationship between tax compliance and legal framework of small-scale
enterpri @n yo state. According to a study on Attitudes, Incentives, and Tax Compliance,
the study's findings showed that, even while levels of compliance varied among industries,
using an online system for small taxpayers' registration, filing, and payments significantly

improved their ability to comply with tax laws!'.

The study also discovered a strong positive relationship between tax compliance and tax

knowledge of small-scale enterprises operators in Oyo state. A study on Enhancing Tax
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Compliance Among Briefcase Companies in Kenya, found that the primary goal of tax
compliance certification was to make sure that any company doing business with the
government was in conformity with all tax laws, including filing reports and paying any
taxes that were due?. There is a positive relationship between tax compliance and compliance
cost of small scale enterprise operators in Oyo state. A study on designing a small business
tax system that enhances growth discovered that giving taxpayers the option of@g taxes

or making a charitable donation resulted in a considerable rise in tax com '&%tes?

Furthermore, there is significant relative influence among complhi ‘©ost, tax knowledge
and legal frame work of small-scale enterprise on tax compliéﬂ;%ec\m\sachet water industry. A
study on the economic psychology of tax behavior, n(@k extremely tenuous inverse link
between corporate tax compliance at MRA and technology tax improvements*. The findings
of the regression analysis further suppo@%ﬁ idea that technical tax innovations had a

detrimental influence on corporation co'@iiance rates.
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Chapter Five
Conclusion
5.1 Summary of Findings

In this study, Oyo State sachet water factories were used as a case study to anal'{a e tax
compliance behavior of small-scale enterprises. The objective was to, c%ehend the
elements that affect tax compliance in these factories and offer suggestions for raising
compliance rates. Five sachet water factories were chosen, in &@;ﬁe twenty-five local
government councils. This were chosen out of the thirty-thr&@@ | governments’ area in the
state. A total of six hundred and twenty-fiv @tionnaires were given to both
administrative and marketing staff. The results Showed that small-scale sachet water
businesses in Oyo State have signiﬁcanﬂ@\eve s of tax compliance. The staff in most of
the sachet factories displayed Lac knowledge about tax compliance. It was also
discovered that the perceptionéégavy tax burden, compliance cost, and restricted access
to tax support and edu@'ﬁre the main causes of non-compliance. The study also

identified some typical evasion strategies used by these businesses, like underreporting
income an@ expenses.
The

ed correlation analysis has unveiled several significant findings that shed light on
the intricate dynamics between various factors and tax compliance among small-scale
enterprises in Oyo state. These findings provide valuable insights into the factors that
influence tax compliance behavior and can potentially guide policymakers, business owners,
and researchers in understanding and enhancing tax compliance rates within this specific

context.
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Firstly, the analysis has revealed a robust and positive relationship between tax knowledge
and tax compliance among small-scale enterprises in Oyo state. This implies that enterprises
possessing a higher level of understanding about taxation regulations and procedures tend to
exhibit greater compliance with tax obligations. This finding underscores the importance of
promoting tax education and awareness programs among small-scale business owners, as it

can contribute to fostering a culture of compliance and reducing instances of taxé%on.

Secondly, the research has established another strong positive correlatiﬂ%ﬁne between

the legal framework and tax compliance of small-scale enterprises i@g&state This suggests
that a well-defined and accessible legal framework, %{;&'g with transparent and
comprehensible taxation laws, can significantly influe & sinesses to adhere to their tax
responsibilities. Strengthening the legal and regula environment can potentially lead to
higher levels of voluntary tax complianceéjéiﬁn sses are more likely to comply when they

perceive the system as fair and conduci@o their operations.

>

Furthermore, the analysis indica moderate positive relationship between compliance cost
and tax compliance amo %}ﬁl-scale enterprises in Oyo state. This finding suggests that
while compliance c@sy:an influence tax compliance behavior to some extent, they may not
be the sole e@inant. Businesses may be willing to bear certain compliance costs if they
perce'@@e overall benefits of compliance, such as avoiding penalties and legal

repercussions, to outweigh the costs incurred.

The research underscores that compliance cost, tax knowledge, and the legal framework
collectively serve as robust predictors of tax compliance behavior among small-scale
enterprises in Oyo state. This implies that a comprehensive approach, addressing multiple

dimensions simultaneously, is crucial for enhancing tax compliance rates. Policymakers and
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authorities should not focus solely on one aspect, but rather strive to create an environment
where businesses are well-informed about taxation, find the legal framework supportive, and

perceive compliance costs as reasonable in relation to the benefits gained.

In conclusion, the correlation analysis conducted on tax compliance among small-scale
enterprises in Oyo state has unveiled significant insights into the relationships betwgen tax
knowledge, legal framework, compliance cost, and compliance behavio.r. @\ﬁndings
emphasize the multifaceted nature of tax compliance and call for a H%}égproach that

encompasses education, legal reforms, and cost management, t&&{d}tively enhance tax

compliance rates among small-scale enterprises in the region. h@

5.2 Conclusion Q&

The primary objective of this research was toyﬁs the extent of tax compliance within the
realm of small-scale industries operati Q&o State. Specifically, the study concentrated
on the sachet water factories that c@te a notable portion of these industries. The findings
of this investigation shed lightwrange of crucial facts that underscore the significance of
devising effective strat@;hance tax compliance among small-scale enterprises in the
state. One of thg&p al conclusions drawn from this research is the recognition that a
multifacete%%ach is imperative to engender substantial improvements in tax compliance
rate ng solely on rigorous enforcement measures is unlikely to yield substantial and
sustainable outcomes. While enforcement does play a role, a more holistic strategy is
necessary to cultivate a culture of tax compliance among small-scale businesses. To this end,
it has become evident that a combination of various initiatives is necessary to facilitate the

desired transformation. The research underscores the importance of educational activities that

illuminate the benefits of tax compliance, not only in terms of contributing to the state's
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revenue but also in terms of fostering a stable business environment that ultimately benefits

these enterprises themselves.

Furthermore, the study highlights the significance of streamlining tax procedures. Complex
and convoluted tax processes often deter small-scale businesses from engaging in compliant

behavior. By simplifying these procedures, businesses are more likely to fulfill their tax

compliance landscape. ‘%\

. : . g
In addition to educational efforts and procedural enhancements, @earch accentuates the

obligations in a timely and accurate manner, thus contributing positively i@!e overall

effectiveness of targeted assistance programs. These. ;K@s can provide small-scale
enterprises with the necessary guidance and suppo igate the intricacies of taxation.
Such initiatives can demystify tax-related corg.%m ies and alleviate the burden on these
businesses, motivating them to willing@re to tax regulations. Collectively, these
strategies—educational activities, @lined tax procedures, and targeted assistance
programs—constitute a compr%ﬁve framework that has the potential to bolster a culture
of tax compliance amon ‘%i-.gcale enterprises in Oyo State. By addressing the underlying
challenges and providing meaningful incentives, these efforts can drive a positive shift in the

mindset and I@or of businesses towards embracing their tax responsibilities.

In Qon, the research clearly underscores the need for a more nuanced and
comprehensive approach to enhancing tax compliance among small-scale industries, as
exemplified by the sachet water factories in Oyo State. Recognizing that enforcement alone
is insufficient, the study advocates for the cultivation of a culture of compliance through

education, simplified procedures, and tailored support programs. By adopting these strategies,
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the state can pave the way for increased levels of tax compliance and ultimately foster a more

prosperous and cooperative business landscape.

5.3 Recommendations

According on the study's findings, the following recommendations are suggested:

>

Tax Education and Awareness: The government plays a pivotal r01§ i @?ﬁering tax
compliance among small sachet water businesses through the implemef%}boptailored tax
education initiatives. Specifically tailored to this sector, these Qo@xhbnsive programs are
essential in imparting an understanding of the significance é&}%\adherence, clarifying tax
responsibilities, and providing valuable insights on eff@record-keeping and accurate tax

reporting.

By designing and executing such educa@\*campaigns, the government can effectively
bridge the knowledge gap that oftendégérs small sachet water businesses from navigating
the complexities of taxation. M initiatives should underscore the advantages that tax
compliance brings, includi %ﬁtributing to public services and infrastructure development.
Furthermore, elucic@@%x obligations in a simplified manner would demystify the process,
enabling ent @eurs to grasp their responsibilities more easily. Incorporating guidance on
met%@ecord—keeping and precise tax reporting is crucial for maintaining transparency
and preventing unintentional errors. By doing so, the government can facilitate smoother
operations within the sector, while also reducing the likelihood of misunderstandings and
disputes. Ultimately, these programs would empower small sachet water businesses with the

knowledge and tools needed to participate actively and confidently in the tax system.
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In conclusion, the government's commitment to developing and implementing
comprehensive tax education programs, tailored explicitly for small sachet water businesses,
is a strategic approach that promotes tax compliance, clarifies obligations, and enhances the

overall business environment.

Simplifying Tax Processes: Simplifying tax procedures and enhancing tax co:@@iance
processes for small businesses is crucial for fostering economic gro &reducing
administrative burdens, and ensuring fair revenue collection. To achiev@ﬁ essential to

focus on multiple fronts that collectively lead to a more .e (e%m and effective tax

environment. &%\

Firstly, reducing administrative barriers is par: mall businesses often lack the
resources to navigate complex tax systems %eatmg straightforward and accessible
guidelines is vital. Clear and concise 1nst@\ts for tax registration, filing, and payment can
significantly ease the burden on thesg@lnesses. The integration of digital systems offers a
powerful solution. Implementiwser-friendly online platforms for tax-related activities
enhances convenience a %J}acy, reducing the likelihood of errors. These systems can

automate calculati@ generate reports, and send reminders, making compliance less

daunting for %business Oowners.

To seamless process, improving coordination between tax authorities and relevant
regulatory organizations is essential. A cohesive approach prevents duplication of efforts and
ensures that businesses receive consistent guidance. This collaboration can also facilitate

better enforcement procedures.
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The fight against tax evasion requires vigilance. Establishing robust monitoring programs
that employ advanced data analytics can help identify suspicious patterns and potential

evasion tactics. This allows authorities to take proactive measures to curb tax fraud.

To deter noncompliance, suitable penalties must be in place. Fines and consequences should
be proportionate to the violation, sending a strong message that tax evasion is nat telerated.

However, educational initiatives should also be implemented to help business@ﬂderstand

their obligations and the benefits of compliance. ‘%\
In conclusion, streamlining tax procedures for small busines'sa&j%(ﬁves a multifaceted
approach. By lowering administrative barriers, utilizi@?&igital systems, improving

coordination, implementing effective monitoring, % cing consequences, governments

can create an environment that encourages tax %np lance, supports economic growth, and

ensures a fair distribution of tax burdens ( \)

Assistance Programs: Develop tai 5 support programs targeted at small-scale sachet

0\

water enterprises. These inij%\ve aim to furnish these businesses with specialized technical
hancing workshops, facilitating their understanding of tax

aid, guidance, and ca
obligations, fost@i dept record-keeping, and proficiently maneuvering through tax
compliance%kgols. These assistance endeavors could encompass various components.
Firs ing comprehensible tutorials and workshops on tax regulations, enabling sachet
water proprietors to grasp their fiscal duties. Secondly, furnishing hands-on guidance to
cultivate precise financial documentation practices, ensuring transparent records vital for

both business growth and tax compliance.
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Moreover, seminars could spotlight adept tax planning, aiding entrepreneurs in navigating
complex tax codes while optimizing their financial strategies. Through these initiatives,
small-scale sachet water ventures would garner indispensable insights, enabling them to
participate more actively and confidently in the tax compliance process. By tailoring
assistance to the specific needs of these businesses, such initiatives would bridge information
gaps, cultivate adept financial practices, and pave the way for these enterpr%\(bb;hrive
within the bounds of tax regulations. Ultimately, these efforts would y Q@ conducive
environment for the growth and sustainability of small-scale sachet\‘\ﬁterﬁ enterprises

Collaboration and Stakeholder Engagement: Promote col %}on among tax regulatory
bodies, trade associations, and relevant stakeholder. “@formulate tailored compliance
approaches for distinct sectors. Forge alliances@small—scale sachet water enterprises

through collaborative efforts like works %ﬂ nerships, and interactive forums. These

endeavors aim to gain deeper insights@ their challenges, incorporating their perspectives

while shaping legislative fram@@

By fostering synergy be ‘%?&x authorities, trade associations, and stakeholders, sector-
specific complianc@gegles can be devised. This collaborative approach ensures that

regulations e with the unique dynamics of industries like sachet water production.

Such a@ie can streamline tax processes, reduce ambiguity, and enhance adherence to tax
lawsiaging small-scale sachet water businesses through partnerships, workshops, and
forums serves as a vital conduit for comprehending their concerns and viewpoints. This
proactive dialogue enables authorities to craft legislation that addresses their specific needs,

promoting equitable policies. Inclusion of their input ensures that regulations are practical,

relevant, and feasible for implementation within the sachet water sector. Ultimately, this
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collaborative paradigm contributes to a more conducive business environment. It fosters
mutual understanding, encourages compliance, and nurtures a culture of constructive
engagement between businesses and regulatory bodies. Through these efforts, compliance
strategies can be fine-tuned to the realities of small-scale sachet water enterprises, fostering a
harmonious relationship that benefits all stakeholders involved. Introduce incentives or
rewards, such as tax credits or access to financial options, for law-abidin%&scale

enterprises. This may promote voluntary compliance and foster an envi ﬁ% where tax

compliance is encouraged within the industry. % N

The implementation of the aforementioned recommendatio&.}%}s immense potential for
positively impacting small-scale enterprises, particular. %het water factories, within Oyo
state. By tailoring tax education programs to t&ciﬁc needs of these businesses, the
government can catalyze a series of tran@ﬂ& ive outcomes that contribute to the overall

socio-economic development of the regf

>
Firstly, the introduction of te@it;J tax education initiatives will play a pivotal role in
fostering tax compliance @gﬂsachet water factories. These programs would elucidate the
complex tax regul iogin a manner accessible to business owners, thereby reducing
inadvertent @mpliance. As a result, enterprises would operate within the legal

frame:o@m tigating potential legal conflicts and fostering a culture of responsible business

practices.

In parallel, the enhanced tax compliance would lead to a notable upsurge in revenue
generation for the state government. With a more comprehensive understanding of their tax
liabilities and obligations, sachet water factories would accurately report and remit taxes.

This influx of revenue could then be channeled towards critical public services such as
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infrastructure development, healthcare, education, and social welfare programs, thereby

bolstering governance and quality of life for residents.

Moreover, these educational programs hold the potential to promote sustainable economic
growth within Oyo state. As sachet water factories align with tax regulations, their
operational transparency and financial credibility would increase. This, in turn, couk%aﬂlttract
more investors and consumers, driving business expansion and cEeat' '&\dditional
employment opportunities. The resulting economic growth would cont@ e reduction
of poverty, unemployment, and income inequality, ultimately en@ﬂg the overall socio-

A
economic landscape of the state. %
&

In conclusion, customizing tax education progra%fs@mll-scale businesses, specifically
b

sachet water factories, in Oyo state would bri@ou a cascade of benefits. From fostering
tax compliance and revenue generation@omoting better governance and sustainable
economic growth, these efforts alig@@h the state's development goals. By nurturing a

conducive business environméh&)t e government can harness the potential of these

enterprises to drive prog@@ prosperity for both the business community and the larger

population C)Q
N

54 Coﬂ@on to Knowledge

Thirch endeavor aims to contribute significantly to the existing reservoir of knowledge
surrounding tax compliance within the realm of small-scale enterprises. The focal point of
this study revolves around a comprehensive exploration of the myriad factors that exert an
influence upon the tax-compliance behaviors exhibited by these enterprises. By delving into

the multifaceted dimensions of these businesses' tax-related practices, the research endeavors
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to identify and analyze the variables that play a pivotal role in shaping their tax compliance
strategies. The overarching objective is to unearth pragmatic and effective methodologies
that can be employed to amplify tax compliance rates within the sachet water sector. By
dissecting the intricate interplay between various factors—such as financial constraints,
regulatory frameworks, informational asymmetries, behavioral biases, and cultural

nuances—the study aims to uncover actionable insights that can be harnessed @%&ster tax

compliance within this particular business domain. E\QO

The ramifications of this study extend beyond the immediate boungda¥igs Of its subject matter.
Through its meticulous examination of tax compliance dyna%%v'\ithin the context of small
enterprises, the research endeavors to provide a dee e'%@more nuanced understanding of
the intricate mechanisms that govern tax érence behaviors. This heightened
comprehension holds considerable implic i \f-ﬂa diverse array of stakeholders. First and
foremost, policymakers stand to benefit fiom the study's findings, as they will be armed with
empirically derived insights that inform the creation and refinement of tax policies
tailored to the unique cha)%gg:s and opportunities faced by small-scale businesses. By
aligning regulatory; @%ﬁﬂ(s with the practical realities unearthed by this research,
policymaker c%ngender an environment that promotes not only enhanced tax compliance
but also s&st inable business growth. Tax authorities, too, stand to gain from this endeavor.
Armed,with an enriched understanding of the factors that drive—or hinder—tax compliance
behaviors, tax authorities can tailor their enforcement strategies to maximize compliance
rates while minimizing unnecessary friction. This alignment between compliance strategies

and the underlying drivers of behavior can pave the way for a more harmonious relationship

between businesses and tax collection entities. Equally important are the insights that small
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business owners themselves can derive from this study. By comprehending the nuanced
factors that shape their tax compliance practices, business owners can make informed
decisions that align with their financial interests while also adhering to their tax obligations.
This knowledge can empower these entrepreneurs to navigate the complex tax landscape

more effectively, potentially leading to improved financial stability and growth prospects

In summation, this research initiative not only seeks to expand the academic d @se on tax
compliance within the purview of small-scale enterprises but also asu‘%g)ée@ect tangible
and positive change in the real-world landscape of business operations. Through its rigorous
analysis of tax compliance variables in the sachet water secto@ study endeavors to bridge

the gap between theory and practice, benefiting policy; s, tax authorities, and business

owners alike.

5.5 Suggested Areas for Further Re@

The scope of this study was limitec@yo state, highlighting the need for the research to be
expanded to include a greater g&phical area. More research in different states would add
to a more thorough un I?g of the association between aerobic activity and vitamin D
levels in differeK lations. We can capture potential variances impacted by regional
characteris@n as climate, lifestyle, and food habits by involving a broader range of
loca hermore, to strengthen the validity and relevance of the findings, it would be
smart to replicate the study among a wider and more diversified set of businesses in Oyo
state. This might include both large and medium-sized enterprises, providing a more

representative picture of how varied work settings affect individuals' aerobic fitness exercise

routines and their resulting vitamin D levels. Comparing the results from various types of
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enterprises would facilitate identifying trends, potential disparities, and best practices that

can be tailored to specific workplace settings.

To build on the current study's findings, the scope must be expanded to cover not only
factories but also numerous other types of businesses. We can determine whether the
association between aerobic exercise and vitamin D levels holds true across di;/e work
situations by examining different industries and sectors. This would contrl Q&U a better

%ce people's

understanding of how occupation, work demands, and workplace cult@’ﬁ

ability to engage in cardiovascular exercise, and hence their VltamlxﬁeVsels

In conclusion, expanding the study's geographical cove&%& multiple states, including
various types of enterprises in Oyo state, and condu: in@nilar investigations across diverse
industries and workplaces would contribute, to more comprehensive and nuanced
understanding of the intricate relation@ tween aerobic and anaerobic metabolism
exercise, vitamin D levels, and the rp@f occupation and location. This extended research
would offer valuable insights fwlcymakers, health professionals, and individuals striving

'3

to improve their overall nd well-being.

>
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Appendix
Lead City University, Ibadan
Faculty of management sciences
Department accounting

Kindly respond to the questions as accurately, completely and as honest as possible.

Section A: General information ) '{b‘

1. Company Address. ........ovuiieiii i % .. . hSQ ......

2. Key business aCtivity......o.veueeinieiiiiiieiieieaieeiienneenanns . \%Q} ......................

3. How old is the %

= 3-4 years C@

= 4-5 years %
: o

5-6years

= 6-Tyears \)
.5
=  More than 8year6Q

. Number ofﬂtllp\'l oyee in the small scale enterprise

N

Casual

Q°
* Permanent

=  Volunteers

Gender: Male -
Female -
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Section B legal framework

Interpretation: Strongly agree SA, Agree A, Disagree D, Strongly Disagree SD.

Questions

SD

D

A

SA

Legal framework of SSE
in Oyo state enhances tax

by entrepreneur

,@

Q

<Q
5

Oyo state tax structure of
SSE is too complex for
total compliance by SSE

operators

In oyo state, SSE tax is

done through special levy

Oyo state SSE 1&
expected to pay 1
their turnove thlr tax

levy

,%Q
Q\)
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Section C Tax compliance cost

Questions SD D A SA

Tax compliance cost of

SSE in Oyo state is too

high for sachet water N ,{b
industry to break even Q%)&
Tax compliance | SD D A SA

requirement of SSE in
Oyo state can hardly
water

allow sachet

industry to pay tax

Tax compliance cost of
SSE of Oyo state is an
impediment

to prompt

and total tax complian Q

a 0N

N Y

>

Section D Tax knowledge

The following taxation process is difficult to carry out
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Tax registration

SD

SA

Filling of return

Submitting the return

to tax office

4 Doing amendment

Section E Tax compliance

The following strategies can be used to improve tax compliance

Q,;Qg}‘_

%'\%

Introduction

of
tax

system

friendly

users

SD

D

A . Q\-
S

e

.@'\

Lowered
costs of tax
compliance
on part of the

government

N
L <
)

.3

S
N/

N

Annual

turnover

A

QQ

Total

of assets

Bus
capital

N

i

(%

S

Q\
O
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