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ABSTRACT

Tax compliance is the willingness of taxpayers to obey tax rules of a nation, whilst tax
noncompliance is the unwilling behaviour of citizens to act under tax regulations.
Taxpayer compliance enables the government to collect tax revenues, which is one of
the most important sources of government income. Altering the non-compliant
behaviour of citizens is an important barometer for increasing tax revenues that
contribute to the socio-economic development of a nation. Numerous quondam
studies have been conducted strikingly in the past few decades on taxpayer
compliance. However, there is a dearth of sufficient research currently on tax
noncompliance behaviour. Moreover, the phenomenon of tax noncompliance has
limited exploration from the vantage point of meta-analysis of primary research studies
conducted, focussing on interrogating, and systematically categorising their results.
Resultantly, the purpose of this study was to examine the previously related primary
studies to determine those factors that have been judged to have influenced the tax
compliance behaviour of citizens. This study has adopted the quantitative research
approach and followed the preferred reporting items for systematic review (PRISMA)
method and meta-analysis to provide an accurate estimate of the relationship that
exists in a population of relevant tax noncompliance behavioural studies. The
population comprised of 45 international studies conducted between the period 2015
to 2020 is selected for analysis. The study results indicate that the quality of tax
administration systems and public trust in institutional governance are factors that
have influenced taxpayer compliance positively. Poor government accountability
mechanisms entrenched tax gaps, and developing public trust in government
institutions were found to be universal to promote voluntary taxpayer compliance. This
study has contributed significantly to the open discussion on tax compliance among

researchers, governments, and businesses.



CHAPTER 1: INTRODUCTION

1.1 Introduction

In general, government taxes represent the single most important source of revenue
that contributes towards the socio-economic development of a nation (Dare, Du
Plessis, and Jansen 2019: 1). Government revenues are utilized to provide goods and
services called public goods that normal participants in an economy would not be able
to provide because of the limited probability of profit-making (Biernat-Jarka 2016: 41;
Forstater 2005: 58; Seo 2016: 395-397). Consequently, governments require
resources, including funding that are obtained from, inter alia, the levying of
government taxes, to provide such public goods (Atria, Duran and Ramirez 2021: 1;
Dwyer 2014: 666-667; Seo 2016: 395-397).

Haning, Hasniati, and Tahili (2019: 96) suggested that the main source of funding for
infrastructural development in mature and emerging markets is obtained from taxes
levied by governments on the public. Taxes are collected from the public, either
directly or indirectly. Direct taxes are levied on a taxpayer’s taxable income, in various
forms, including but not limited to personal income taxes and company income taxes.
Indirect taxes are generally levied, in various forms, on the taxpayer as he consumes
goods and services and include, amongst other forms of indirect taxes, value added
taxes and general sales taxes (Khwaja and lyer 2014: 4). In addition to providing public
goods, these tax revenues are utilized by the government to shape the country’s
progressive economic development trajectory by, inter alia, investing in infrastructure,
social development programmes, and creating employment. These progressive
economic development policies thus significantly contribute to enhancing the lives of
the people (Wanjuu and Le Roux 2017: 1).

Progressive economic development policies which translate into investments in
infrastructure and other returns-yielding capital assets also impact investor
perceptions of a country, thereby providing additional avenues for foreign direct

investment and capital inflows into a country (Wanjuu and Le Roux 2017: 1). Foreign
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direct investment and capital inflows also contribute to countries’ economic
development. Economic development, in turn, has the potential to generate increased
tax revenues. Hence, tax revenue represents an important system for countries’
inclusive and sustainable socio-economic growth (Dare, Du Plessis, and Jansen 2019:
1).

However, the public demands accountability from the government on the utilization of
taxes and other government revenue collected (Sobhkhiz, et al 2019: 38).
Accountability is demanded on whether government revenue has been applied as
intended, in the pursuit of national priorities and the provision of public goods, under
the mandate given to the government by the public. Generally, the extent to which
national priorities are achieved and public goods (including basic services) are
provided, serves as an accountability mechanism against which the performance of

the government of the day is measured and evaluated (Malik 2020: 3).

Moreover, the demands for public goods by society are increasing whilst the means
available to satisfy these demands are limited (Murphy 2019: 3-6). It is therefore
important, within the context of socio-economic development, that all taxpayers or
deemed taxpayers comply with tax prescripts and pay their taxes when due. The value
of tax obligations to the state is normally calculated with a person’s earnings or
revenue generated (Oddou 2020:1705), thus locating government taxation within the
ability to pay theory (Kendrick 1939: 92). The ability-to-pay-theory is discussed further
in Chapter Three.

Whilst the payment of taxes is legally compulsory, in terms of South African tax laws,
the country has introduced a system of voluntary compliance that allows taxpayers to
take personal responsibility for the payment of their tax obligations (South Africa 1962:
135-139). The voluntary compliance system was introduced in 1914, on formation of
the Union of South Africa (Steyn 2012:54). Prior to the introduction of the voluntary
compliance system, in South Africa, taxes were collected from indirect sources such

as trade duties and other forms of indirect taxes (Steyn 2012:54). The voluntary



compliance approach is bolstered by the compulsory requirement for employers to
deduct employees’ tax, a category of direct taxes, from earnings due to the taxpayer
(South Africa 1962: 39). Voluntary tax compliance may well be located within the

framework of behavioural theory which is further discussed in Chapter Three.

Ensuring such voluntary compliance has been an administrative challenge in South
Africa as well as in other countries that adopted voluntary compliance, resulting in tax
non-compliance being broadly acknowledged as a global phenomenon (Horodnic
2018: 868; Newman and Nokhu 2018: 1; Raczkowski 2015: 59). Therefore, altering
non-compliant taxpayer behaviour is considered a priority by governments globally, to
increase their country’s tax revenues (Haning, Hasniati, and Tahili 2019: 96). The
perceived taxpayer non-compliance prompted several studies, internationally, into
taxpayers’ compliance with tax prescripts and tax obligations, with a focus on the

resulting non-compliance gap (Horodnic 2018: 868)

In South Africa, the non-compliance gap has, however, only been researched from a
Value-Added Tax (VAT) perspective. Limited research currently exists on the non-
compliance gap from a direct tax perspective (Dare, du Plessis, and Jansen, 2019: 1).
The tax gap for direct taxes has, however, been extensively researched globally
through different theoretical and methodological lenses (Abdixhiku, Krasniqgi, Pugh
and Hasni 2017: 354; Adreoni, Erard and Feinstein 1998: 818; Alm and Torgler 2012:
1). These different lenses are discussed further in Chapter 2. The phenomenon of
non-compliant taxpayer behavior, however, has been poorly researched from a meta-
analysis perspective, particularly focusing on the analysis of primary research studies,
with the intent to analyse and categorise the results of these primary research studies
conducted. Resultantly, the purpose of this study is to analyze and categorise the
factors that influence taxpayer compliance with tax laws and obligations identified in
primary studies conducted (taxpayer compliance). The current study also seeks to
identify and understand variant taxpayer compliance and the drivers of such variant
compliance behavior. A quantitative research approach was adopted to achieve the
purpose of this study by conducting a meta-analysis of primary studies, and the results

analysed.



1.2 Background

Despite the introduction of tax reforms, such as the taxation of capital gains on the
sale or disposal of assets and the introduction of taxes on the transfer of wealth, by
governments globally and especially in emerging market economies, tax revenues
remain insufficient to satisfy the demands of society (Murphy 2019: 3-6). The
Organisation for Economic Co-operation and Development countries and the Group
of 20 (G20) countries both highlight that the collection of taxes in all countries, but with
greater emphasis on emerging market economies, is necessary to address national
priorities and to meet socio-economic demands, all of which require the availability of,

and access to, public goods (Marandu, Mbekomize and Ifezue 2015: 207).

In South Africa, for example, National Treasury’s budget review (South Africa 2019:
35) projected that the shortfall in tax revenue is expected to grow from R27.4 billion
during the 2018/2019 financial year to more than R42.8 billion for the 2019/2020
financial year, a decrease of 56% in tax collections in one year, because of the weaker
economic growth and weaknesses in tax administration. Tax collection weaknesses
have been highlighted by Dare, Du Plessis, and Jansen (2019: 7) who concluded that
in South Africa, although tax compliance for salaried individuals is high because of the
obligation on employers to deduct employees’ tax, further measures are required to
improve compliance by individuals and other forms of business participating in the non-
formal and underground economy, who do not disclose all taxable income. In addition,
Dare, Du Plessis, and Jansen (2019: 7) suggested that non — salaried income, which
is reported through third parties, is prone to be ignored by taxpayers when determining
their tax obligations. Dare, Du Plessis, and Jansen (2019:7) further stated that even
though tax compliance for salaried individuals in South Africa is high, it is still 3.3%
lower than mature market economies such as the United Kingdom (UK) and Sweden.

Taxpayer non-compliance, consequently, can be considered as one of the significant
contributors to the shortfalls experienced in government tax revenue collections
(Duran-Cabré, Moré, Mas-Montserrat, and Salvadori 2019: 220; Murphy 2019: 5). The

factors affecting taxpayer compliance have been researched extensively globally to



understand and address such taxpayer non-compliance. Despite these studies
conducted, taxpayer non-compliance remains a problem that many governments face
around the world (Horodnic 2018: 869; Newman and Nokhu 2018: 1; Raczkowski
2015: 59). According to Alm and Soled (2017: 521), several studies conducted found
that taxpayer non-compliance included, inter alia, tax evasion. These studies assumed
that tax evasion and other forms of taxpayer non-compliance may be resolved by tax
authorities implementing robust enforcement strategies (Alm and Soled, 2017: 521).
However, these studies did not accord sufficient attention to identifying and analysing
the reasons for taxpayer non-compliance and the factors that influence such non-
compliance. In addition, the studies did not address the challenges experienced by tax

authorities in addressing such taxpayer non-compliance (Alm and Soled 2017: 521).

Recent international developments such as the COVID-19 pandemic have influenced
taxpayer behaviour, exerting enormous strain on the South African economy and the
resultant impact on taxpayer earnings. The impact of the COVID-19 pandemic on
taxpayer earnings resulted in a drop in tax revenue collections, with a concomitant
decline in the country’s socio-economic development programmes (Mckibbin and
Fernando 2020:49). Consequently, a study that explores the factors that influence
taxpayer compliance, specifical compliance to tax prescripts and tax obligations,
becomes important in light of declining tax revenues. This study seeks to explore the
factors that influence taxpayer compliance within a framework that understands and
analyses the reasons for taxpayers’ non-compliance with tax prescripts and
obligations.



1.3 Problem Statement

Throughout history, the collection of taxes has been a preoccupation of most societies
because of the need to provide public goods and the related burden that the levying
of taxes places on the public (Batrancea, et al, 2019: 3). The revenue generated from
taxes levied has traditionally been the main source of government revenue for the

provision of public goods to society (Moon, Rgttingen, and Frenk 2017:196)

However, tax revenues are declining. In South Africa, the tax buoyancy rate decreased
from 1.4% to 1.2% between 2014 to 2018, signifying lower taxpayer tax compliances
levels (South Africa 2019:3). Globally, it was estimated that in 2015, tax revenues lost
through tax evasion alone, exceeded US$3.1 trillion, which accounted for 5.1% of the
world’s GDP. Tax revenues declined despite governments’ interventions and efforts
to collect taxes due (Marandu, Mbekomize, and Ifezue 2015: 207). Declining tax
revenues, resulting from, inter alia, tax evasion, has had a severe negative impact on
emerging market economies considering that tax revenues represent their single
major source of government revenue (Marandu, Mbekomize, and Ifezue 2015: 207).
The severity of tax evasive behaviour was brought into a distinct focus by the study
conducted by Marandu, Mbekomize, and Ifezue, (2015: 207) who estimated that over
97% of health care budgets in African and South American countries were lost through
tax evasion (Marandu, Mbekomize, and Ifezue 2015: 207). Consequently, it becomes
important for governments worldwide to identify, analyse and understand the reasons

for the entrenchment of tax gaps relating to taxpayer non compliance.

An analytical evaluation of the critical factors driving taxpayer compliance will be of
immense assistance to decision-makers pursuing tax reformation and the re-
alignment of taxation systems with prevailing environmental conditions. The need for
reformation and realignment was especially prevalent in 2020 when considering the
global impact of new factors such as the COVID-19 pandemic on people’s lives and
livelihood. The pandemic impacted socio-economic factors such as reduced earnings,
working remotely without supervision, new living arrangements, new formats of

business engagements, changed social environments, and a shrinking global



economy (Jacobs 2013: 1; McKibbin and Fernando 2020: 3). The world was forced to
rapidly adjust to the changing circumstances because of these new challenges, and
to face the onslaught brought about by the accelerated socio-economic changes
discussed above, as the world’s tax regimes attempted to adapt and realign to these
changes (McKibbin and Fernando 2020: 1). It is submitted, therefore, that because of
the need to address the challenges brought about by new socio-economic conditions,
analysing, and understanding taxpayer compliance becomes prominent in the

collection of government revenues.

In summary, the phenomenon that arises from the limited literature review undertaken
is that, despite the tax collection and compliance interventions implemented by the
government in South Africa and by governments worldwide, tax revenues collected
are not a true representation of worldwide wealth generation due to tax evasive
behaviour. The limited literature review of global taxpayer compliance studies
undertaken, indicate that multiple research approaches were followed in conducting
these studies. Consequently, these studies achieved varied results with regard to
behaviourial and socio-demographic factors that influence taxpayer behaviour that
therefore entrenches the tax gaps. Tax compliance studies were identified that
indicated that the poor quality of tax administration systems entrench tax gaps
whereas other studies revealed that poor tax policy design also contributes to such
entrenchment. Numerous global studies have explored and analysed taxpayer
behaviour. However, a single, current interrogative analysis identifying and
understanding factors affecting taxpayer compliance and the sources of the variations
in tax studies emanating from these primary studies, is lacking and represents an

important gap in the existing literature. This study seeks to address this important

gap.



1.4 Study Purpose and Research Questions

Although substantial research into taxpayer compliance has been conducted, the
results of these empirical studies indicate that factors impacting taxpayer compliance
varies across socio-demographic categories and tend to be inconsistent (Hofmann,
Voracek, Bock and Kirchler 2017: 63; Le, Tuyet, Hanh and Do 2020: 210; Musimenta,
Naigaga, Bananuka and Najjuma 2019: 15). Alm and Soled (2017: 564) also indicated
that there are factors impacting taxpayer compliance that remain unknown.
Additionally, Khlif and Achek (2015: 95) indicated that many studies into taxpayer
compliance are exploratory, where each study examines new factors without taking
into account previously reported empirical findings. This has resulted in the existence
of disjointed information because factors found in the previous empirical studies could
interact with the new factors introduced in the exploratory studies and produce
different results. Hofmann et al, (2017: 63) acknowledged that the complexities of
socio-demographic interactions are broad and unknown, and their interactions are
largely unknown. This supports the notion that it is essential to integrate socio-
demographic research with other research on tax compliance to develop a clearer
understanding of the integration of these socio-demographic factors and their

influence on taxpayer compliance.

The purpose of this study was to integrate the results of previous studies conducted
on taxpayer compliance using the meta-analysis (MA) method to examine, understand
and analyse all potential factors impacting taxpayer compliance. This study addresses

the following important research questions to achieve its purpose:

I.  What are the main factors emerging from primary studies, that influence
taxpayer compliance?

II.  What are the sources of variations, if any, among studies on the main/significant
factors influencing taxpayer compliance?

lll.  What is the extent to which emerging factors contribute to the tax gap?



1.5 Methodology Overview

The purpose of this study is to identify and analyse the factors that contribute to
taxpayer compliance which contributes to the resultant tax gap. In doing so, a MA was
undertaken of primary research studies conducted both locally and globally. This
study adopts a quantitative approach to the research, which is located within a
positivist paradigm. The MA allows for the adoption and utilization of statistical
analytical tools that enabled identifying taxpayer compliance factors and for
conducting critical analyses of these factors. The critical analyses enabled the
identification of reasons driving taxpayer compliance which provided the foundation

for the development of the recommendations of this study.

Primary studies analysed in this study are characterized by their diversity of
measurement and analytical approaches (see Annexure D), therefore, for this study,
a simple form of MA called vote counting was utilized as one of the data analysis
techniques (Hedges and Olkin 1980: 359-369). According to Zou and Stan (1998:
336), the vote-counting approach summarizes, for each independent factor, the
number of studies that report a positive effect, a negative effect, or a non-significant
effect on tax compliance. The majority of positive results suggest a high probability of
a positive true effect of a factor on taxpayer compliance. Hence, the vote-counting
technique offers a simple but effective technique that presents analyses on the results
of each factor analyzed (Zou and Stan 1998:33). Further analytical techniques such
as the identification and interrogation of factors emerging from the data were also
adopted.

The data population comprises the collection of known and available empirical studies
addressing fundamentally the same research question of taxpayer compliance. The
PRISMA model was used to identify the studies included in this review based on
certain selection criteria (see chapter 4). Initial literature searches for journal articles
relating to tax non-compliance factors were conducted using the following database
search engines: Web of Science, SCOPUS, and PROQUEST. Studies that were
published between 2020 and 2015 were identified and subjected to further eligibility
criteria. The studies included in this review were identified through a systematic

selection process. Only papers that met the following criteria were thereafter selected
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for evaluation: (1) papers examining the determinants of tax compliance or factors of
compliance as the dependent variable and (2) papers that are empirically based on
data from taxpayers (individuals or organizations) as its subjects. A schedule of
primary studies identified for this study is attached as Annexure A. No sample was
chosen as the interrogative analysis was conducted on the total population of primary
research studies identified by applying the eligibility criteria (see Annexure A).

1.6 Study Limitations

This study was conducted by identifying and analysing primary research undertaken
into taxpayer compliance with tax laws and obligations. Consequently, only identified,
available studies were considered. Therefore, the results of this study are influenced
by these identified, available primary studies. Itis conceded that other primary studies
may have been undertaken which, when factored into this study, may produce different

results.

A further limitation of this study is the adoption of a MA theoretical lens. It is
acknowledged that other research, adopting other theoretical lenses, such as the

managerial lens, may produce different results.

A third limitation is that the quantitative approach to research has been followed in
conducting this study. Other studies, following other approaches such as the
gualitative and mixed methods approaches, may produce different results to this study.

The underlying behavioural assumption made in this study presents a further
limitation. An assumption is made that taxpayers will not voluntarily and willingly
comply with tax prescripts and obligations. The adoption of different behavioural
assumptions may produce results different from this study. In addition to the limited
assumption, only one behavioural factor was analysed, namely taxpayer compliance
with tax laws and obligations. It is acknowledged that expanding the scope of
behavioural factors such as considering and interrogating the influence of, inter alia,
religious beliefs, traditions, and cultural considerations, on taxpayer behaviour may

lead to different results.
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Finally, the findings, conclusions, and recommendations in this study emanate from
secondary research. It is submitted that a primary study may vyield results different

from those of this study.

1.7 Study Contributions

As discussed in section 1.2 above, several primary research studies have been
conducted into taxpayer compliance. Attempts by researchers to provide a
comprehensive summary of tax compliance factors are limited. Marandu, Mbekomize,
and Ifezue (2015: 207-218) provided a modern MA approach to synthesizing tax
compliance studies. The study conducted by Marandu, Mbekomize, and Ifezue (2015:
207-218) however, was limited to four critical areas. Their analysis (1) focused on
theory development for taxpayer compliance studies; (2) omitted the rationale behind
the compliance factors identified; (3) was performed on a limited sample size of 18
studies; and (4) was performed on studies published between 1985 and 2012. The tax
environment has evolved since 2012, due to, inter alia, changes in government
priorities and technology, and therefore the results of Marandu, Mbekomize, and

Ifezue (2015) study may not be representative of the current tax environment.

In addition, no evidence exists that a single, comprehensive analysis of these primary
studies has been conducted since the Marandu, Mbekomize, and Ifezue (2015) study.
The non-existence of a single comprehensive analysis of the primary research studies
that provide validated information on the factors that affect taxpayer compliance, and
the entrenchment of the tax gap represents a deficiency in the existing literature. This
study is therefore intended to address the deficiency and contribute to the existing
literature by presenting a comprehensive analytical comparison of the results of

several primary studies already conducted in the area under review.

The results of this study seek to assist policy makers in making strategic decisions
that attempt to address deviant taxpayer compliance, as it explores taxpayer
compliance from a multiple dimension perspective. The results of this study can
therefore be used to assist policymakers in addressing possible taxpayer non-
compliance with the consequent impact of reversing such non-compliance and

bringing about increased tax revenues.
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1.8 Dissertation Structure

This research study is presented in six chapters which incorporate the different stages

of the study. The six chapters are as follows:

Chapter 1: Introduction

Chapter one introduces the research problem and contextualises taxpayer
compliance. It focuses specifically on taxpayer compliance with tax prescripts and
obligations, its background, and its challenges in mature and emerging economies.
The purpose and research questions investigated in this study are articulated. The
research methodology was introduced with a brief discussion on the research
approach and methods adopted for the study. This chapter also briefly described the
research limitations and the possible contributions that the research brings to existing

knowledge.

Chapter 2: Literature review

The second chapter provides a comprehensive review of the existing literature on
taxpayer compliance. The literature reviewed includes research reports, journal
articles, and other documents. Compliance and/or non-compliance with taxation
prescripts are measured against relevant legal prescripts and frameworks relating to
the identified phenomena of declining tax revenues and taxpayer compliance. The
chapter concludes with a summary of the significant findings made and identifies

potential gaps in the literature.

Chapter 3: Theoretical framework

Taxpayer compliance is located within several theoretical assumptions and bases. The
theories underpinning this study, including the Behavioural and Affordability theories,

are discussed in detail in Chapter three.
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Chapter 4: Research Methodology

Chapter four explores the research approach, design, and methods employed for the
study. The data collection and analytical techniques are also discussed. The chapter
includes a discussion on data coding, data validity, and data management. The
research population and studies selected are described and the chapter concludes

with a discussion on the research ethics followed in conducting this study.

Chapter 5: Data analysis and interpretation

Chapter five describes the MA of data collected and provides a discussion of the
systematic data analyses conducted thereafter. The results of both the MA and
systematic analyses conducted are presented using various quantitative presentation
methods, including tables, pies charts, and bar graphs, supported by narrative
descriptions.

Chapter 6: Recommendations and conclusion

Chapter six describes the recommendations emerging from this study. The alignment
of the study with the purpose and research questions is also described. This chapter
discusses the contribution of this study while acknowledging its intrinsic limitations of

and suggests possible areas for further research.
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CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of existing and available international studies
conducted on the factors influencing taxpayer compliance. The literature review
explores the history, background, and evolution of taxation. The distinction between
the different approaches to taxation, the various types of taxes, and the significant
philosophies enabling the levying of taxes are explored and analysed. Significant
global trends in taxation systems implemented by various countries are also analysed
to contextualize their relevance to this study.

Tax evasion and tax avoidance are analysed, with the former being identified as the
primary focus area for this study. The tax gap arising from non-compliant taxpayer
behaviour (tax evasion) is appraised to confirm its applicability as a global
phenomenon facing governments in both mature and emerging economies. The
primary factors influencing taxpayer compliance in high-income countries and in
emerging economies are analysed, noting that taxpayer compliance influences the
entrenchment of the tax gap. An analysis is also conducted of the significant narratives
relating to factors influencing taxpayer compliance and significant factors are
highlighted.

Although taxpayer compliance has been researched extensively internationally, tax
authorities and scholars continue to experience difficulty in understanding and
comprehending the phenomenon, as the nature of tax compliance is multifaceted, and
constantly evolving in response to dynamic, global socio-economic trends (Abdixhiku
Abdixhiku et al, 2017: 354; Adreoni, Erard and Feinstein 1998: 818-819; Alm and
Torgler 2012: 1). Moreover, the factors comprising taxpayer compliance are vast and
diverse, and lack homogeneity (Marandu, Mbekomize, and Ifezue 2015: 215). This
study, therefore, seeks to provide a homogenous, single analysis of the results of
existing primary studies on taxpayer compliance that influences the tax gap.
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2.2 Historical background to taxation

Public taxation evolved from its relatively primitive origins as a tribute system in ancient
empires to the complex diverse systems of the modern world (Samson 2002: 21-22).
Taxable income refers to the taxpayer’s earnings that are subjected to taxation less
those expenses recognised by the tax authorities as tax-deductible expenses (South
Africa 1962: 41). Ancient theocratic empires such as the Egyptian, Mesopotamian,
Chinese, and Inca, believed that paying tribute to their emperors, kings or leaders were
religious contributions, as these leaders were considered to have had a divine right to
rule and obtain their income from those over whom they ruled (Samson 2002: 22). The
Holy Bible referred to this system as ‘tithing’, which embodied a basic system of
religious contribution and taxing (Samson 2002: 21-22). Archaeologists have identified
records of taxation on Egyptian clay tablets dating as far back as 3200 BC, during the
reign of an Egyptian king, King Scorpion (Samson 2002: 22), thereby confirming the

existence of taxation regimes during these ancient times.

Rulers during these ancient times considered their subjects as their property because
rulers owned the factors of production which included the land and implements those
subjects needed to make their living. Taxation contributions, therefore, took the form
of either a portion of the goods produced by subjects being paid over to the rulers, or
the subjects rendering services to the empire for civic and other projects (Samson
2002: 23). As thinking, conceptualisation, and ideas about taxes evolved, these
emerging ideas were adopted by other empires, regions, and cultures (Samson 2002:
22). In China, for example, taxes were levied by the Chinese emperors from as early
as 2100BC. Local magistrates were appointed by the imperial court to collect taxes
from subjects based on pre-set revenue collection quotas (Blankson 2007: 5).
Government administrators in Greece, during 2100BC, also collected taxes from their
citizens on the sale of goods (Blankson 2007: 10). The Manu Smriti and Arthasatra in
India were literary works dating to the pre 300BC era, that offered advice on the matter
of taxation by sages to kings (Blankson 2007: 11-12). These literary works included
specific information on the way taxes should be collected and the percentages of

profits that artisans were required to contribute to the state (Blankson 2007: 1 -12).

The seminal work by French physiocrat Adam Smith “An inquiry into the Nature and
Causes of the Wealth of Nations” (Wealth of Nations) (Smith 1776) is generally
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considered by economists as the catalyst for modern taxation. Smith (1776) argued
that the best form of modern taxation would find its support in the medieval era, where
taxation should be a fee derived entirely from surpluses and not a fee imposed as a
burden on production (Dwyer 2014: 1). These principles of taxation were upheld in his
first maxim that citizens should contribute to the government in proportion to their
ability to pay (Smith 1776: 1581).

Government taxation can therefore be defined as the compulsory contribution by a
country’s citizens/taxpayers for the provision of public goods and for the
implementation of the government’s socio-economic development responsibilities
(Aamir, Qayyum, Nasir, Hussain 2011: 173; Jalan and Vaidyanathan 2017: 87-88).
Non-payment of taxes is an offense that is punishable by law in all countries (Aamir et
al, 2011:173; Jalan and Vaidyanathan 2017: 87-88).

Despite the rationale for taxation as a system to generate the resources required for
the provision of public goods and to promote socio-economic development, its
methods of enforcement and collection were not always in the best interests of society
(Forstater 2005: 58). Forstater (2005: 58) argued that taxation was used as a political
tool to entrench the policies of colonialism on the African continent during the 19%
century. Colonialists enriched themselves and disempowered the inhabitants by
imposing high taxes on income earned, leading to poverty and hardship being
experienced by such inhabitants. From a historical perspective, the world
consequently engaged in robust discussions around the impact of such taxation
practices, inter alia, the rising inequality, and the financial erosion of the middle class
(Dwyer 2014: 666). Despite these tax practices and the resultant robust engagements
at international forums, taxation has continued to remain an important source of
government revenue, contributing to socio-economic development policies, and will in

all probability continue to remain so in the future (Dwyer 2014: 666).
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2.3 Taxation in the modern era

The emergence of the industrial revolution during the 17" century in Europe witnessed
an increase in the private ownership of the means of production, contributing to the
accelerated emergence of the middle class of people in society (Dwyer 2014: 664).
Essentially the middle class was an economic grouping of people that emerged within
the gap created between aristocrats and their subjects (Dwyer 2014: 664). The
industrial revolution, therefore, contributed to a decline in revenue for the aristocracy
as their traditional sources of income from the letting of land to subjects and rental
income from the other resources such as farming equipment and implements owned
by the aristocracy declined (Dwyer 2014: 664). The increasing financial needs of the
aristocracy ultimately led to their downfall and prompted the move by society to central
political authorities - governments which, inter alia, allowed for the collection of taxes
in a more inclusive and coordinated manner (Paris 2003: 155-157). The emergence
of governments in society necessitated the emergence of the modern tax system to
enable governments to generate revenue to execute their responsibilities (Dwyer
2014: 664; Paris 2003: 155-157). Taxes in the 215 century evolved from these early
systems to the current systems where tax contributions represent a mandatory
monetary contribution that governments seek to impose on taxpayers, following the
non-exchange transaction policy (Jalan and Vaidyanathan 2017: 87). How taxes were
collected has also evolved (Blankson 2007: 87). Whilst in ancient empires subjects
physically delivered their contributions to their rulers, modern tax collection is largely
driven by technology that has enabled the instantaneous processing of transactions
(Arendse, Stark and Renaud 2015:2).
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2.4 Tax systems

The introduction of the modern principles of taxation necessitated the design and
implementation of appropriate tax systems to ensure the effective administration of the
tax process. The essential components of the tax process, the basis of establishing
taxable income, direct and indirect approaches to taxation, and the philosophies

relating to levying taxes are discussed below.
2.4.1 Basis of establishing a taxpayer’s taxable income

The generally accepted approach to assessing the tax obligations of taxpayers and
the concomitant payment process adopted by tax authorities, globally, involves the
taxpayer complying with a series of steps and processes to submit a tax return
(Blaufus, Hechtner and Jarzembski 2019: 926-928). A tax return is an official
document that is prescribed by a tax authority and is used by a taxpayer to declare
his/her taxable income for the period under review. Submitting tax returns include at
least four broad stages. The first stage involves the registration of the taxpayer with
the relevant tax authority. Secondly, the tax return must be completed and submitted
to the tax authority. Thirdly, there is an assessment conducted of the tax return by the
tax authorities who thereafter allow taxpayers to raise objections or concerns related
to the taxation assessment. Fourthly, the settlement phase allows taxpayers to either
pay taxes due or receive a refund of any taxes paid more than the taxpayer’s legal
obligations (Blaufus, Hechtner, and Jarzembski 2019: 926).

A taxpayer is required to declare all income earned during the tax assessment period
in the tax returns submitted to the tax authorities (Stiglingh, Koekemoer, Van
Schalkwyk, Wilcocks 2021: 32). Income may be earned either in the country of
residence, from a global source, or both local and global sources. The recognition of
taxable income by a country’s tax authorities is generally dependent on the source of
the taxpayer’s earnings. Different countries follow different approaches to identify the
source of a taxpayer’s income (Soyode and Oyedokun 2019: 18). The currently
existing approaches to identifying the source of taxpayer’s income include, (i) citizen-
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based approach, (ii) residence-based approach, (iii) territory-based approach, and (iv)
zero-based approach (Soyode and Oyedokun 2019: 18).

(i) Citizenship-based approach

The citizenship-based approach allows the government of a country to impose taxes
on all its recognised citizens (Christians 2016: 203). The tax authorities in the country
in which the taxpayer is a citizen calculates his/her tax liability on the global income
earned (Christians 2016: 203). The taxpayer is obliged to pay such taxes to the
government of his/her country of citizenship (Christians 2016: 203). However, this
system has limited appeal, firstly, because it is difficult for the respective government
to control the tax affairs of a citizen, for example, people may gain citizenship but
reside in other countries permanently under the control of a foreign sovereign entity.
Secondly, such an arrangement complicates the tax affairs of the individual as the
taxpayer would have to pay taxes in more than one country on the same income
(Christians 2016: 203). Additionally, tax authorities in citizen countries may have to
override their claims to taxes where the taxpayer is resident in another country,
primarily because of a lack of cooperation between the two countries. Thirdly, specific
sovereign laws and policies may prohibit the disclosure of the taxpayer’s affairs by
other countries to citizen countries. Most countries enter into double tax agreements
that represent an agreement on the treatment of earnings between two countries to
address these challenges (Christians 2016: 203). Double tax agreements are entered
into to prevent a taxpayer’s income from being taxed more than once (Christians 2016:
203). Considering its limited appeal, the only countries known to currently follow the
citizen-based approach to taxation are Eritrea in Africa and the US (Christians 2016:
202).

(i) Residence-based approach

The principle of the residence-based approach to taxation is that the taxpayer pays
tax only on taxable income earned in the country in which the taxpayer resides
(Soyode and Oyedokun 2019: 18). Residence-based taxation is popular and more

prevalent than any other tax system globally. Countries such as Japan, Mexico,
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Canada, the UK, Australia, New Zealand, Germany, most European Union countries,
Nigeria, and South Africa, have adopted the residence-based approach to taxation
(Soyode and Oyedokun 2019: 19).

There are two fundamental reasons for the general acceptance of the residence-based
approach to taxation. Firstly, it presents a more definitive and less complex approach
to identifying the source of a taxpayer’s revenue (Soyode and Oyedokun 2019: 19).
Secondly, in determining residency, many countries follow a simple time-based,
physical presence test (Soyode and Oyedokun 2019: 19). In South Africa, the physical
presence test is adopted to determine residency. The taxpayer has considered a
South African resident should the taxpayer reside in South Africa continuously for
more than 91 days per year, during the year of assessment and each of the five years
preceding the year of assessment. Additionally, the taxpayer must also have spent
more than 915 days, in total, in South Africa, during the said five-year period (Arendse,
Stark and Renaud 2015: 16). Persons meeting the physical presence test become tax-
resident in South Africa from the first day of the relevant year of tax assessment and
remain so for as long as they meet the physical presence test (Arendse, Stark and
Renaud 2015: 16; Soyode and Oyedokun 2019: 19). Such taxpayers cease being a
resident under this arrangement only if they have remained physically outside of South
Africa for a continuous period of at least 330 full days (Arendse, Stark and Renaud
2015: 16).

Income earned outside of the country of residence is included in the taxpayer’s taxable
income to determine tax liability, should the taxpayer be deemed to be a tax-resident
(Arendse, Stark and Renaud 2015: 16). Most countries have recognised that the
residence-based approach may result in a taxpayer being taxed more than once on
the same income. Countries, therefore, have entered into double-taxation agreements
to prevent income from being taxed in both the country of residence and in the country
in which the income was earned. These double taxation agreements form part of the
Organisation for Economic Co-operation and Development’s Model Tax Convention
(MTC) that seeks to prevent double taxation on income earned by taxpayers (Arendse,
Stark and Renaud 2015: 16). Whilst the MTC treaties are not binding on any state,
more than 80 countries have chosen to ratify and comply with the MTC (Ndonga 2019:
1).
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(Il1) Territory-based approach

Territory-based tax systems recognise residents within a specified territory of the
country to levy taxes (Soyode and Oyedokun 2019: 19). Only taxable income earned
within the specified territory of the country is subject to taxation (Tanzi 1996: 5). The
advantage of this taxation system is that conflicting claims to taxable revenue earned
globally are avoided, making the territorial approach to taxation being regarded as an
international investor-friendly taxation approach (Soyode and Oyedokun 2019: 19).
Countries such as Singapore, Hong Kong, and Malaysia, the Philippines, Paraguay,
Nicaragua, and Panama follow the territory-based approach to taxation (Soyode and
Oyedokun 2019: 19).

(iv) Zero-based approach

The zero-based approach to taxation allows tax authorities to not levy taxes on income
earned in that country (Soyode and Oyedokun 2019: 19). This approach to taxation
is appealing to investors who consider countries that follow the zero-based approach
as tax havens. The rationale behind the zero-based approach is to encourage
individuals and enterprises from other countries to invest their global income in these
countries. The benefit derived by the country adopting the zero-based approach is
obtained from, inter alia, the fees earned on investments from the capital inflows into
the country and the related socio-economic development (Tanzi 1996: 9). Countries
that adopt a zero-based approach to taxation are generally able to fund the
expenditure incurred on public goods and services from sources other than taxation,
for instance, from revenue earned from the country’s natural resources such as crude
oil (Morrison 2005: 3-5). Countries that have adopted the zero-based approach include
the United Arab Emirates, the Caribbean islands such as the Bahamas and the
Cayman Islands, as well as other smaller countries such as Brunei and Monaco
(Soyode and Oyedokun 2019: 19).
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2.4.2 Direct and Indirect Taxation

Taxes may be levied on taxpayers either directly or indirectly and are commonly
referred to as “direct taxes” and “indirect taxes” (Aamir et al, 2011: 173). Direct taxes
refer to those taxes paid directly by the taxpayer to tax authorities and may be collected
by third parties from payments due to the taxpayer (Aamir et al, 2011: 173). Direct
taxes include, inter alia, personal income tax on business activities, employee’s tax,
and tax on company profits and generally requires taxpayers to be registered as such
with the tax authorities (Stiglingh et al, 2021: 14).

Indirect taxes refer to those taxes payable by the taxpayer indirectly through the
purchase and consumption of goods and/or services (Aamir et al, 2011: 173; Hakim
2020: 151). These taxes are collected by the revenue authorities usually from a third
party, for example, a retailer collects and remits to the revenue authority an
environmental levy that is paid by the customer on the purchase of a tire. Indirect taxes
include, inter alia, general sales tax (GST), value-added tax (VAT), fuel levies, and
customs and excise taxes (Hakim 2020: 151).

D’Ascenzo (2015:4-5) argued that direct taxes such as company taxes have declined
globally and that there has been increasing reliance on indirect taxes such as
consumption taxes to supplement governmental tax revenues. The move towards
consumption taxes was born out of necessity, as it presents a final pool, or catch-all,
in terms of a collection strategy to ensure that all consumers contribute to the country’s

tax revenues in proportion to their consumption (D’Ascenzo 2015: 4-5)

2.4.3 Progressive, regressive, and proportional taxes

Soyode and Oyedokun (2019:18-22) and Aamir et al (2011:173) argue that most
countries levy taxes following three basic philosophies, namely, (i) progressive, (ii)
regressive, and (iii) proportional rates of taxation. These three basic philosophies are

discussed below.
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(i) Progressive Taxation

In the progressive taxation approach, high-income taxpayers attract a higher rate of
taxation in comparison with lower-income taxpayers (Bankman and Griffith 1987:
1906). The percentage of tax payable increases progressively under the increase in
taxable income (Oddou 2020: 1707). Consequently, taxpayers with higher taxable
incomes contribute more taxes on a progressively increasing basis (Bankman and
Griffith 1987: 1906)

(i) Regressive taxation

A regressive approach to taxation does not consider whether or not an individual is
registered as a taxpayer but applies a uniform tax to all individuals on purchases or
consumption (Bankman and Griffith 1987: 1908). This approach to taxation is regarded
as being regressive as low-income earners will expend a bigger portion of their income
on consumption and therefore pay a larger percentage in taxes, in comparison to
higher-income earners whose expenditure on consumption is lower in proportion to
their earnings (Bankman and Griffith 1987: 1908). Examples of a regressive tax are
indirect taxes such as VAT and fuel levies (Hakim 2020: 150).

(i) Proportional taxation

The proportional approach to taxation requires the percentage of taxes paid to taxable
income remaining constant regardless of the level of taxable income. An example is a
corporate tax, as most corporations are taxed at a constant tax rate (Bankman and
Griffith 1987: 1908). In South Africa for example, a standard rate of 28% on taxable
income currently applies to all corporate taxpayers (Stiglingh et al, 2021: 858). The
proportional taxation approach means that high-income individuals will pay a greater
amount of tax than low-income individuals, although the ratio of tax to income for

everyone remains constant (Bankman and Griffith 1987:1908).

In summary, tax systems approach the taxation of individuals directly, indirectly or by
employing a combination of direct and indirect taxation. The direct taxation approach
usually requires individuals to register as taxpayers and declare taxable income by
submitting a tax return to calculate tax liability. The calculation of tax liability requires,

inter alia, determining the source of a taxpayer’s taxable income and levying a
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percentage (tax rate) on the final calculated taxable income. Various countries employ
different approaches to determine the source of taxable income. The residence-based
approach to determining source has emerged, internationally, as the dominant
approach. Taxes are either levied progressively, proportionately or regressively. The
progressive philosophy attempts to tax wealthier taxpayers at a rate of taxation that is
higher than the lower to middle-income earners, whereas the proportionate approach
taxes all individuals at a standard rate, regardless of the level of earnings. The indirect
approach to taxation does not require an individual to register as a taxpayer, as this
approach to taxation is based on the individual’s consumption of goods and services
and is regarded as a regressive approach. Indirect taxation places a higher tax burden
on lower-income earners because lower-income earners spend a greater proportion
of their income on the purchase of consumer goods and services. The global tax

philosophies are discussed in Section 2.5 below.

2.5 Global taxation philosophies

Taxation philosophies are driven by a country’s political and socio-economic
development agendas (Khwaja and lyer 2014: 4). A study by Khwaja and lyer (2014:
4) which explored the tax philosophies of 61 states, identified three broad categories
of political, socio-economic systems that influence taxation: (1) centrally planned

economies, (2) transition economies, and (3) free-market systems.

In centrally planned, socialist economies such as in certain Eastern European and
Central Asian (ECA) countries, tax revenues were previously obtained primarily from
direct sources such as enterprise profits, turnover, and employee taxes from
enterprises. Tax authorities experienced difficulties in collecting personal income
taxes (PIT) from business owners in these economies, as the tax administration
systems were weak and under-developed (Khwaja and lyer 2014: 2). Moreover, PIT
in these economies was considered as being relatively insignificant with the country’s

total tax revenues (Khwaja and lyer 2014: 4).

As these countries transitioned from socialist to free-market economies (transition
economies), greater reliance was placed on direct taxes such as PIT, corporate
income tax (CIT), payroll taxes, and employee taxes. These countries also transitioned
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to adopting a system of indirect taxation including VAT, excise, and customs tariffs to
increase government tax revenues (Khwaja and lyer 2014: 4).

Free market economies generally recognise and have adopted a system of both direct
and indirect taxation (Khwaja and lyer 2014: 12). Free market economies are well
established and include countries such as the United Kingdom, Italy, the United States
of America, and SA (Jourmard 2001: 106). In SA, both direct and indirect taxes have
been well entrenched with the South African taxpayer being responsible for direct
taxes such as PIT and CIT, as well as indirect taxes such as fuel levies and VAT
(South Africa 2019: 38).

In summary, consistency exists in the tax philosophies, approaches, and methods
adopted by the various countries. CIT and turnover taxes emerge as the most
prominent types of taxes adopted by most countries. This discussion thus establishes
a level of comparability between the different countries selected for this study which
provides an enabling environment for conducting a meaningful analysis of factors that

influence taxpayer compliance and the resultant influence on entrenching the tax gap.

2.6 Taxpayer response to taxation

Compliance with taxation obligations is characterized by different taxpayer responses.
Taxpayers may choose to either (1) comply with the tax laws and prescripts (tax
compliance); (2) legally avoid their tax obligations by taking advantage of tax laws and
prescripts (avoidance), or (3) not comply with tax laws and prescripts (tax evasion).
Tax evasion is the result of the difference between tax revenue legally due to the
government by the taxpayer and the actual taxes collected. The difference between
taxes due and collected is called the tax gap. The three taxpayer responses and the

tax gap are analysed further below.
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2.6.1 Tax Compliance

Tax compliance, the choice taxpayers make to comply with their taxation obligations,
is a challenge experienced by all economies and is as old as the tradition of levying
taxes themselves (Andreoni, Erard and Feinstein 1998: 818; Horodnic 2018: 86;
Torgler 2002: 657). Allingham and Sandmo (1972: 324) conducted a study on the
willingness of taxpayers to meet their taxation obligations. The study adopted a
behavioural approach to explain taxpayer compliance. Allingham and Sandmo (1972:
324) found that taxpayers’ decisions to declare their true earnings were influenced by
the probability of tax authorities imposing penalties and sanctions for failure to report
actual earnings. Thus, regular audits and investigations conducted by the tax
authorities resulted in a higher proportion of taxpayers declaring actual income
(Allingham and Sandmo 1972: 324). Allingham and Sandmo (1972: 324) found that
the opposite was also applicable, in that in instances where the taxpayer believed that
a low likelihood of being investigated existed, then s/he would choose to not declare

the full income, resulting in a lower tax burden to the taxpayer.

2.6.2 Tax avoidance

Tax avoidance is a legal means of reducing an individual’s or organisation’s tax liability
and is an unintended consequence of a tax system (Khlif and Achek 2015: 488).
According to Khlif and Achek (2015: 488) tax avoidance refers to taxpayers’ exploiting
tax laws to gain some economic benefit that is contrary to the purpose, intent, and
spirit of tax legislation. Thus, companies and individuals employ various practices
intended to push the boundaries of tax laws to legally exploit the tax system to reduce
their tax liabilities (Khlif and Achek 2015: 488). An example of such a strategy is a
company or individual shifting profits and revenues to low-tax countries (tax havens).
Shifting profits and revenues to low-tax countries benefit the taxpayers as it reduces
their overall tax liability by minimising taxes paid in their primary country where
business is conducted (Adegbite and Bojuwon 2019: 40). Although such as strategy
is not illegal, it erodes the tax base of non-tax-haven countries by shifting the tax

burden from high-income earners to middle- and low-income earners since high-
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income earners would have shifted their revenue and profits off-shore (Jalan and
Vaidyanathan 2017: 88). Tax avoidance results in reduced tax revenue collections
which have a follow-through impact on government spending, socio-economic

development, and achieving national priorities (Sikka and Willmott 2013: 416).

Tax planning is another strategy employed by businesses to practice tax avoidance
(Sikka and Willmott 2013: 420). Management of most business entities view their tax
obligations as business costs and therefore explore all available opportunities to
reduce the tax burden (Richardson, Taylor and Wright 2014: 363). Managers,
therefore, do not consider tax avoidance as a negative factor that results in reduced
tax revenue, limited socio-economic growth and development, and the non-

achievement of national priorities (Richardson, Taylor, and Wright 2014: 363).

Governments are consequently forced to seek other sources of revenue and increase
the taxes collectible from other taxation streams such as indirect consumption taxes
to address the shortfalls created by tax avoidance (Sikka and Willmott 2013: 416). Tax
avoidance counteracts the advantages of progressive taxation in that moving revenue
and profits to low-tax countries results in smaller remaining taxable income being
declared in the primary country, thus resulting in the application of a lower progressive
tax rate (Jalan and Vaidyanathan 2017: 88). Therefore, it becomes necessary for
governments to limit such opportunities for tax avoidance practices (Jalan and
Vaidyanathan 2017: 101).

In summary, although tax avoidance is not illegal and cannot be considered as
noncompliant behaviour, it is considered tax malfeasance, as it is a social wrong that
has the potential to inhibit the socio-economic development of countries (Jalan and
Vaidyanathan 2017: 88; Richardson, Taylor, and Wright 2014: 377; Rosli, Ling and
Embi, 2018: 157).
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2.6.3 Tax evasion

Tax evasion refers to any attempt by a taxpayer to evade or not pay taxes legally due
(US 2009: 2). Tax evasion is considered non-compliant, illegal behaviour contrary to
the country’s tax laws (US 2009:2). Alm and Soled (2017: 521) and Savitri (2015: 164)
described tax evasion as a classic issue of taxpayer disobedience whilst Abdixhiku et
al, (2017: 354) viewed tax evasion as a global disease that slows down economic

growth by weakening government’s investment on public goods and infrastructure.

Martin, Mehrotra, and Prasad (2009: 3) provided a sociological perspective to the
concept of taxation, exploring the underlying reality of non-compliant taxpayer
behaviour. Martin, Mehrotra, and Prasad (2009: 3) described taxation as an obligation
by a subject to make a contribution in the form of money or goods to the state but
without receiving any value in exchange for such contributions. The International
Federation of Accountants (2018a) considered such payments as non-exchange
transactions because the taxpayer does not directly receive equal value for these tax
payments (Kicova 2018: 59). The non-exchange nature of taxation has historically
been recognized as the underlying reason for tax evasion, as taxpayers do not directly
experience the benefits of paying taxes (Curi 2019: 60). Dwyer (2014: 665) argued,
however, that such non-exchange taxations represent the price paid by taxpayers for
establishing and maintaining a civilised society. Thus, the value received by taxpayers
is experienced in the government’s capacity to effectively manage the resources
collected through taxes and to account for how these resources are utilised (Abelin
2012: 14; Curi 2019: 61).

One of the consequences of tax evasion is that people stop trading in the formal
economies and resort to trading in the informal, underground, or shadow economy
(Abdixhiku et al, 2017: 366; Raczkowski 2015: 60). The move to the shadow economy
is driven by taxpayers’ perceptions that their tax contributions are not commensurate
with the value of benefits and services provided by the government (Abdixhiku et al,
2017: 366; Raczkowski 2015: 60). The impact of the shadow economy on a country’s
socio-economic development was explored in a study of 158 countries conducted by
Medina and Schneider (2018: 40). Medina and Schneider (2018: 40) stated that
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guantifying the shadow economy is difficult because the people who participate in the
shadow economy implement means and measures to remain undetected from the
authorities. However, Medina and Schneider (2018: 2) estimated that, during ten years
from 1995 to 2015, the average size of a country’s shadow economy equated to
approximately 31.9% of the country’s Gross Domestic Product (GDP). Countries such
as Zimbabwe and Bolivia have recorded the largest estimated shadow economies,
approximating 60.6% and 62.3% of their GDPs respectively (Medina and Schneider
2018: 2).

2.7 Components of the tax gap

The tax gap is explained as the difference between the taxpayers’ legal tax obligations
and the amount of taxes collected by the tax authorities (AlIm and Soled 2017: 521,
Dare, Du Plessis, and Jansen 2019: 2). Raczkowski (2015: 59) however, offered an
alternative explanation that the tax gap represents the extent of evasion by taxpayers
that reduces the tax base and decreases the country’s tax revenue. It is submitted that
Raczkowski’'s (2015: 59) explanation of the tax gap is reinforced by that offered by Alm
and Soled (2017: 521) and Dare, Du Plessis, and Jansen (2019: 2).

The tax gap comprises various components; however, divergent views exist in
academic and other persuasive literature regarding these components (Raczkowski
2015: 60). Raczkowski (2020: 60) argued that the primary components of the tax gap
are tax evasion and tax avoidance, whereas Alm and Soled (2017: 525) and Duran-
Cabre, More, Mas-Montserrat, and Salvadori (2019: 208) argued that the tax gap
should include only tax evasion and exclude tax avoidance. The postulations of Alm
and Soled (2017: 525) and Duran-Cabre et al, (2019: 208) are consistent with the
pronouncements of the US Internal Revenue Service (IRS) that the tax gap represents
a legal tax liability incurred by the taxpayers. The pronouncement by the US IRS thus

includes tax evasion as a contributor to the tax gap and ignores tax avoidance.

Alm and Soled (2017: 525) went further to state that the tax gap is made up of the

following three components:(i) under-reporting gap — legitimate tax liabilities that are
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not included and therefore not reported in the tax returns by taxpayers; (ii) non-filing
gap — taxpayers failing to complete and submit their tax returns; and (iii) under-
payment gap - taxes reported correctly but not timeously paid. Alm and Soled, (2017:
527) stated that the US IRS estimated that during two years from 2008 to 2010, the
overall underreporting tax gap amounted to $387 Billion. European Union Countries
estimated that the highest tax gap values for 2014 were recorded by Italy, Germany,
and France, ranging from $186.5 Billion to $295.9 Billion, with these variations
representing percentages of GDP ranging from 9.9% to 21% (Raczkowski 2020: 66).
Phua (2015: 80) stated that the tax gap estimates of mature economies are
comparatively lower than that of emerging economies and indicated that Bangladesh,
South Africa, and Thailand reported the average tax gaps in 2000 to be approximately
36%, 23%, and 53% of GDP respectively. Pakistan revealed a tax gap of just under
70% in 2007/2008. Alm and Soled (2017: 526) and Raczkowski, (2020: 61)
emphasised that tax evasion is a significant component of and contributes between
80%-90% to the total tax gap. Countries have therefore implemented measures
intended to reduce the tax gap. These measures focus primarily on three broad areas
(Phua 2015: 103) viz.:

(i) Correcting information deficiency by sharing information between multiple unrelated
parties, thus promoting greater information transparency. Correcting information

deficiency minimises the risk of unreported income.

(i) Cooperation between the tax authorities of the various countries to control and
monitor the movement of capital flows and finances thereby limiting the opportunities
for tax evasion. Monitoring and controlling capital flows and movements also

contribute to a reduced international tax gap.

(i) Implementation and effective use of penalties to counteract non-compliant
taxpayer behavior. Penalties increase the costs of non-compliance thereby making tax
evasion less attractive to taxpayers. However, Phua (2015: 103) argued that despite

these global initiatives, tax evasion persists, especially in emerging economies.
In summary, the above discussion confirms that noncompliance with tax prescripts is
a significant global phenomenon that affects the tax revenues and socio-economic

development of all countries and contributes to the entrenchment of the tax gap
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(SimoénAl-Maghrebi, Riayati and Palil 2016: 92). Tax authorities, globally, have

implemented measures in attempts to counteract such tax evasive behaviour.
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2.8 Factors determining taxpayer compliance

Taxpayer compliance is determined by associations among different socio-
demographic factors such as taxpayer morale, knowledge of tax laws and prescripts,
the design of tax policy, and how taxes are administered (Batrancea et al 2019: 16;
Hofmann, Voracek, Bock and Kirchler 2017: 65; Umar, Derashid, Ibrahim, and Bidin
2019: 346). Socio-demographic factors include taxpayer age grouping, income level,
education level, gender, employment status, tax rate, ethnicity, religious belief, rule of
law, and government effectiveness (Batrancea et al, 2019:1-16; Hofmann, Voracek,
Bock and Kirchler 2017: 65; Umar et al, 2019: 340-346).

2.8.1 Taxpayer morale

The Merriam-Webster dictionary (Merriam-Webster 2021) defined morale as a mental
or emotional condition such as enthusiasm, confidence, or loyalty of an individual or
group to a task at hand. Extending this notion of morale to the discipline of taxation,
Alm and Torgler (2004: 2) described tax morale as an individual’s intrinsic motivation
to pay taxes. Torgler and Schneider (2009:6) concurred that tax morale arises from a
moral obligation by a taxpayer to contribute to society by complying with tax
obligations.

A taxpayer’s tax morale could be either positive or negative and is an essential
component of tax compliance (Luttmer and Singhal 2014: 3). Positive tax morale
results in a high rate of tax compliance (Torgler and Schneider 2009: 6) as
acknowledged by the OECD (Luttmer and Singhal 2014: 4). Horodnic, (2018: 869), on
the other hand, argued that a high level of tax morality does not automatically result in
high tax compliance, but that tax morale has a significant role in influencing taxpayer
compliance decisions. Tax morale also has a strong effect on other forms of taxpayer
non-compliance. As an example, Horodonic, (2018: 870) stated that relatively low
levels of tax morale are aligned with relatively higher levels of tax evasion resulting in
lower levels of tax compliance. Lower levels of tax morale also result in an increasing
shadow economy (Horodonic, 2018: 870). Luttmer and Singhal (2014: 4) asserted that

as a result, tax administrators emphasise improving tax morale to increase voluntary
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taxpayer compliance. According to Luttmer and Singhal (2014:7), the following factors

influences tax morale:

i) Intrinsic motivation relates to feelings of pride associated with honest fulfillment of
civic duties and altruism towards others. Intrinsic motivation is associated with high

tax morale (Luttmer and Singhal 2014:8).

i) Reciprocity relates to taxpayers considering tax payments as a reciprocal exchange
for public goods provided by the government. Efficient, effective provision of public
goods results in high tax morale and higher levels of taxpayer compliance (Luttmer
and Singhal 2014:10).

iii) Legitimacy, where taxpayers place greater trust in democratically elected
government thereby legitimising their authority to impose and collect taxes. Legitimacy
enhances taxpayers’ perceptions of the fairness of taxes levied and the related
satisfaction with public goods, leading to a positive impact on tax morale (Alm and
Torgler 2004: 4; Farrar, Massey, Osecki and Thorne 2020: 487; Fuentes-Contreras,
Mungaray-Lgarda and Ramirez-Uquidy 2020: 2; Luttmer and Singhal 2014: 10;
Robbins and Kiser 2018: 253; Torgler and Scheider 2009: 12).

iv) Community behaviour relates to tax morale that is also impacted by taxpayer’'s
perceptions of peer behaviour and social influences, and the desire to conform to
general social norms (Alm and Torgler 2004: 7; Luttmer and Singhal 2014: 12). Social
norms are present in every social setting and influence both individual and group social
behavior. Jimenez and lyer (2016: 17) identified the following social norms that
influence taxpayer morale: (a) personal, (b) descriptive, (c) injunctive, and (d)

subjective norms:

a) Personal norms refer to an individual’s personal beliefs regarding morally correct
behaviour and the self-imposed obligation a person feels to act under a moral code
(Jimenez and lyer 2016: 18; Kamrowski, Tobin, Sutton and Hamann 2014: 2). These
norms include an individual’s beliefs that are influenced by his/ her cultural background
(Luttmer and Singhal 2014: 14).

b) Descriptive norms are peer perceptions of an individuals’ actual behaviour (Jimenez
and lyer 2016: 18; Rivis and Sheeran 2003: 219).
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¢) Injunctive norms refer to acceptable or unacceptable social behaviour (Jimenez and
lyer 2016: 18; Rivis and Sheeran 2003: 219). A study conducted by Alm and Torgler
(2004: 7) provided an example of this norm in religiosity. The study found that
frequently attending religious congregations influences taxpayer behaviour positively

thereby resulting in higher levels of tax compliance.

d) Subjective norms are often referred to as peer pressure or the behaviour approved
by the taxpayer’s close associates (Jimenez and lyer 2016: 18). Taxpayers are
influenced by such peer pressure and act following peer behaviour (Jimenez and lyer
2016:18).

2.8.2 Knowledge of tax laws and prescripts

According to Saad (2014: 1069), taxpayers are generally required to voluntarily
complete and submit their tax returns, periodically, under countries’ self-assessment
systems (SAS). Saad (2014: 1069) and Zandi, Aslam, and Elwahj (2016: 192)
indicated, however, that taxpayer non-compliance remains an unresolved
phenomenon and is attributable to the high levels of tax knowledge required to
discharge the SAS responsibilities. Eriksen and Fallan (1996: 388) regarded
knowledge as a significant factor in taxpayer compliance in that it determines the way
people comprehend taxation, which in turn influences their attitudes toward tax
compliance. Saad (2014: 1070) suggested that tax knowledge is the most influential
taxpayer compliance factor in a SAS. Yee, Moorthy, and Soon (2017: 416) argued that
taxpayers who were not aware of or knowledgeable about tax regulations experienced
difficulties in complying with tax obligations and perceived tax evasion as acceptable

consequent to low tax knowledge levels.

Remali et al, (2018: 15) conducted a study on the tax knowledge of owners of small to
medium-sized enterprises and confirmed that possessing tax knowledge would
potentially reduce aspects of non-compliance that arise from unintentional errors.
Additionally, Eriksen and Fallan (1996: 388) observed a link between higher education
levels and a positive attitude towards tax ethics. Inasius (2018: 373), in a study
conducted, confirms the observation by Eriksen and Fallan, (1996: 388) that higher
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education levels increase an individual's knowledge of taxation with a resultant
positive influence on taxpayer compliance. Yee, Moorthy, and Soon (2017: 416)
argued that higher levels of tax knowledge lead to higher ethical principles and impact
positively on taxpayer compliance. The observations and arguments by Eriksen and
Fallan, (1996); Inasius (2018), and Yucedogru and Hasseldine (2016) are graphically

presented in Figure 2.1 below.
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FIG. 2.1: Fiscal Psychology Model (Yee, Moorthy and Soon 2017:415) (adapted
from Groenland and Veldhoven 1983)

FIG 2.1 illustrates the taxpayer’s initiatives in trying to understand the tax system. The
figure shows that taxpayer understanding of the taxation system improves tax

knowledge and has a positive impact on taxpayer compliance.
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2.8.3 Tax policy

Tax policy refers to the framework formalised by the government, under its constitution
and prevailing laws, that enables levying and administering of taxes (Stiglingh et al,
2021: 1). Tax policy also seeks to place an affordable tax burden on taxpayers whilst
seeking to minimise tax administration costs (Stiglingh et al, 2021: 1). Tax policy forms
the basis for the development of a tax strategy that is fair and attractive to both
taxpayers and investors (Stiglingh et al 2021: 1). A fair and attractive tax policy and
strategy results in increased taxpayer compliance increases the collection of tax
revenues and has a positive impact on the country’s socio-economic development
(OECD 2013: 2). Taxpayer perception regarding the fairness of tax policy is therefore
an important determinant of taxpayer compliance (Bin-Nashwan et al, 2020: 182).
Consequently, governments attempt to keep tax policy simple, thereby encouraging
and motivating compliance by taxpayers (Hughes, Moizer, Doyle and Summers, 2016:
731). Farrar et al, (2020: 494) indicated that the fairness of a governments tax policy
is achieved by the following means: (i) fair tax assessment policy; (ii) distributive
justice, in the form of exchange equity, and (iii) a fair and acceptable tax burden on its

citizens, discussed below.

(i) Fairness of the tax assessment process is assured by the tax authorities adopting
procedures to ensure that all assessments are objective and that grievances are
handled equitably. Fairness of the tax assessment processes contributes towards the
development of positive attitudes and cooperative behaviours by the taxpayer towards
the tax authority (Van Dijke, Gobena and Verboon 2019: 11; Farrar et al, 2020: 498).

(ii) Distributive justice associates taxpayer behaviour to taxpayer perceptions of how
tax contributions will be utilized by the government. Hence, should taxpayers trust that
government would administer their tax contributions for the greater good of society, a

high tax rate would be acceptable to taxpayers Farrar et al, 2020: 498)

(i) A fair and acceptable tax burden that ensures an even spread of the tax obligations
results in a higher taxpayer compliance level. However, high tax burdens result in

higher incidences of tax evasion (Bernasconi, Corazzini, and Seri 2014:104).
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2.8.4 Tax administration

Tax administration refers to the way tax policy is implemented and managed by tax
authorities (Stiglingh et al 2021: 1157). Tax administration also refers to the
effectiveness and efficiency of economically collecting tax revenues (D’Ascenzo 2015:
1). Bird and Zolt (2004: 1685) argued that the primary function of a tax administration
is to implement tax laws and ensure taxpayer compliance with tax obligations. Tax
administration also sanctions offenders who do not comply with the tax laws and their
tax obligations. Thus, the relationship between tax policy and tax administration is
synergistic and complementary (D’Ascenzo 2015: 9). Haning, Hamzah, and Tahili
(2020: 208-209) ascribed taxpayer perceptions of public trust - the trust that the public
has in government to effectively manage the tax revenues collected - to an increase
in taxpayer compliance. A poorly administered tax system attracts negative public
perceptions towards the government’s ability to manage tax revenues and has a
consequent negative influence on taxpayer compliance (Kamasa, Adu and Oteng-
Abayie 2020: 76). The argument that taxpayers equate poor administration with an
inability of the government to manage tax revenues is supported by James and Alley
(2002: 35) and Kamasa, Adu, and Oteng-Abayie (2020:75), who indicate that poor
administration results in limited institutional capacity, inefficient tax systems, and
ineffective tax management processes. Kamasa, Adu, and Oteng-Abayie (2020: 76-
78) stated that poor tax administration results in higher compliance costs to the
taxpayer. However, taxpayers are not willing to incur higher compliance costs with the

resultant negative impact on taxpayer compliance.
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2.9 Summary of literature

This chapter explored and analysed the existing literature on the philosophies,
concepts, and factors that influence taxpayer compliance. The literature review
explored the history and evolution of taxation and distinguished between the different
types and categories of taxes. Thereafter, the discussion proceeded to establish that
direct taxation within the context of taxpayer compliance was the cynosure of this
study. The study distinguished tax evasion from tax avoidance and explained that both
tax evasion and tax avoidance contributed to the tax gap. This study, however,
focussed primarily on tax evasion. The literature study also found that tax evasion is

a global phenomenon facing governments in both mature and emerging economies.

Significant global trends in taxation regimes were analysed to contextualize their
applicability and relevance to this study, and it was established that worldwide, the
revenue of most countries was dependant on direct tax collections. The influence of
socio-demographic factors such as taxpayer morale, knowledge of tax laws and
prescripts, the design of tax policy, and the way taxes are administered were
presented, highlighting the significant factors that influence taxpayer compliance and
the entrenchment of the tax gap. It was established that effective institutional
governance relating to trust, fairness, and effectiveness was a precursor to taxpayer
compliance and that the weakening thereof encouraged non-compliance. The chapter
culminated with an analysis of the primary factors, such as trust and fairness that affect
taxpayer compliance. Factors influencing taxpayer compliance will be analysed
comprehensively in Chapter 5. The next chapter, Chapter 3, identifies and explores

the theoretical frameworks underpinning this study.

2.10 Conclusion

Several factors influence taxpayer compliance with tax laws and obligations. The most
important factors are (1) the taxpayer's expected utility of public goods provided by the
state and (2) the existence of a civilised society. Literature has indicated, however,

that not all observed taxpayer compliance can be explained by economic or tax
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administration principles (Alm and Torgler 2004: 10). The socio-psychological aspects
of decision-making and their impact on taxpayer compliance have gained significant
attention and focus in academic literature. Socio-psychological studies cognize that
an individual is an emotional being, and is subject to perceptions based on the
environment, social exposure, and social standing. These perceptions are significant
factors in compliance research. The key to understanding taxpayer compliance is
located within behavioral research, which indicates that taxpayer compliance
decisions are driven and aligned strongly with factors such as taxpayer morale,
knowledge of tax laws and prescripts, the design of tax policy, and the quality of the

tax administration system.
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CHAPTER 3: THEORIES UNDERPINNING TAXPAYER
COMPLIANCE

3.1 Introduction

Chapter two explored taxpayer compliance with tax laws and prescripts and analysed
the factors affecting taxpayer compliance. The factors that led to taxpayer non-
compliance were also identified and analysed. This chapter discusses the foundational
theories of taxation followed by a discussion on the significant theories relating to tax
policy design. The chapter concludes with a discussion on the significant theories
related to tax compliance behaviour. The foundational theories of taxation - the
theories of taxation and the theories of tax compliance behaviour - are introduced

below followed by a detailed discussion of each theory.

Foundational

theories of
taxation

The ability-to-
pay theory

Taxpayer
complaince
behaviourial
theories - See
figure 3.2

Equal sacrifice

Benefit theory theory

Exchange Proportional
relationship sacrifice
theory theory

Theories

supporting
tax policy

Figure 3.1 — Theories of Taxation (own compilation)
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Figure 3.1 above presents the significant foundational theories supporting taxation and
tax policy development, that emerge from existing literature. These theories are
discussed below. The literature review conducted revealed that taxes are levied
following taxpayer’s level of taxable earnings, thus locating the phenomenon of
taxation within “Ability-to Pay Theory” as espoused by Kendrick in his seminal work -
“The Ability-to-Pay Theory of Taxation” (Kendrick 1939: 92-101). The “Ability-to-Pay
Theory” led to the emergence of (1) equal sacrifice theory and (2) the proportional
sacrifice theory which formed the basis for modern theories on the development of
progressive, regressive, and proportional taxation systems (see Section 2.4.3)
(Kendrick 1939: 92-101). The literature review conducted revealed that taxes are
administered by governmental authorities under a national tax policy. Tax policy
locates itself within two main theories, namely (1) the theory of exchange relationship
and (2) the theory of benefit (Soyode and Oyedokun 2019:22). Taxpayer compliance
to tax prescripts and tax obligations is also a social behavioural phenomenon located
within the utility and behavioral theories (Alm 2019 353-388). Accordingly, all the
theories are discussed under the following three categories relating to (1) taxation

theories; (2) theories supporting tax policy, and (3) taxpayer compliance theories.

3.2 Taxation theories

Adam Smith, in seminal work on economics, The Wealth of Nations (Smith: 1776)
explained the foundational principles of taxation. These foundational principles
required that each citizen should be taxed in proportion to income earned, the amount
of tax should be determinable with certainty, the methods of collecting taxes must be
convenient to the taxpayer, and the tax burden should be a low as possible to balance
the needs of the taxpayer and the economy (Soyode and Oyedokun 2019: 20). The
theoretical bases within which the principles expounded by Smith (1776) include the

ability-to-pay theory, equal sacrifice theory, and the proportional sacrifice theory.

3.2.1 The ability-to-pay theory
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Adam Smith (1776: 1581) argued that all citizens should be taxed based on equality
and that the sacrifice to all citizens should be in proportion to their respective incomes
and their ability to pay taxes. Therefore, the ability-to-pay theory is founded on the
principle of equity as suggested by Adam Smith (Smith 1776: 1581). Chauke, Sebola,
and Mathebula (2017: 45) argued further that the ability-to-pay theory also enabled
the formulation of the foundational principles of taxation. The ability to pay theory is
generally accepted by scholars as to the dominant theory of taxation as it embraces
the principle of equity in its application, thus justifying the adoption of progressive
taxation (see Section 2.4.3) (Kendrick 1939: 92).

3.2.2 Equal sacrifice theory

Kendrick (1939: 92) linked the payment of taxes to an experience of sacrifice or the
deprivation that a taxpayer experiences upon payment of taxes. Fagan (1938: 457)
indicated that there are eight sacrifice theories that are likely to justify progressive or
regressive taxation. The sacrifice that a taxpayer incurs is explored in these theories
as either being the income sacrificed by paying taxes or the utility derived from the
government in the form of public goods and services. The most significant of these
eight sacrifice theories, relevant to this study, is the equal sacrifice theory (Kendrick
1939: 92). The equal sacrifice theory has been interpreted by researchers as either
being a sacrifice of income by the taxpayer or the utility derived by the taxpayer from
paying taxes. Fagan (1938: 458), for example, favored the utility approach and argued
that a taxpayer should pay an amount of tax based on the taxpayer’s utility of public
goods in comparison with every other taxpayer, thereby providing an argument for the

imposition of regressive taxation.

Fagan’s interpretation, therefore, places a heavier burden on poorer taxpayers, as the
level of taxes will increase on utility derived from consumption irrespective of the levels
of taxable income earned. Kendrick (1939: 94) supported the view that sacrifice

referred to income given up by the taxpayer to the tax authorities and argued that this
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theory postulates that taxes should be levied in such a manner to ensure that the
proportion of income sacrificed by all taxpayers is equal. Equal sacrifice according to
Kendrick’s (1939: 94) interpretation, therefore, emphasizes a sacrifice of income
implying that wealthier taxpayers should be subjected to higher taxation than the
poorer taxpayers. Young’s study (1990: 253-265), indicated that the equal sacrifice
principle was predominant before 1986. However, since 1986, taxation reforms in
countries such as the US and the UK have reduced the number of distinct tax brackets,
with large taxable income ranges in each bracket. The smaller number of taxable
income brackets resulted in an average tax rate that did not support the equal sacrifice
model well, as the resulting tax burden was not distributed proportionately among the
wealthier taxpayers and the lower-income earners. Young (1990: 265) stated,
however, that legislators adopted multiple taxation principles, including the “equal

sacrifice” principle, in considering the most appropriate taxation system for the country.

3.2.3 Proportional sacrifice theory

Fagan (1938:458) located the utility of income with the proportional sacrifice theory
and stated that each taxpayer should surrender the same proportion or percentage of
a taxpayer’s income which is sacrificed as taxation. This implies that the proportional
loss of utility from income to taxation is the same for all taxpayers, e.g.at a constant
rate of 25% of income (Chauke et al, 2017: 407). This system of taxation however is
inequitable as it taxes high-income groups and low-income groups at the same rate.
Consequently, lower-income group taxpayers experience a higher marginal utility
sacrifice. As an example, where income is taxed at a fixed 25%, taxpayer A earning
R20 000 will sacrifice an amount of R5000 to taxation, whereas taxpayer B who earns
R10000, will sacrifice R2500. The resultant disposable income of taxpayer A is much
higher than taxpayer B, resulting in taxpayer B experiencing a high marginal utility

sacrifice than taxpayer A.

3.3 Theories supporting tax policy
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Countries formulate and implement policies for imposing, collecting, and administering
taxes (Soyode and Oyedokun 2019: 11). The main theories supporting taxation
policies are the theory of exchange relationship and the benefit theory (Soyode and
Oyedokun 2019: 22). These theories enable the development of tax policy following
the principle of equity. The principle of equity recognizes that there is no direct benefit
to the taxpayer in exchange for the taxes paid thus recognizing taxation as complying
with the principles of non-exchange transactions (Jalan and Vaidyanathan 2017: 87).

3.3.1 Exchange relationship theory

The exchange relationship theory emerged from the cannons of equity, which allows
taxpayers to understand and evaluate their interaction with the effects of social
exchange relationships (Soyode and Oyedokun 2019: 22). Soyode and Oyedokun
(2019:22) stated that a taxpayer forgoes income in exchange for public goods and
services and other possible non-monetary reasons, such as patriotism. Soyode and
Oyedokun (2019: 22) argued that this social exchange should be equitable to both the
taxpayer and to government. Inequality in the social exchange, both perceived or
actual, creates tension in a taxpayer (Soyode and Oyedokun 2019: 22). The
magnitude of the tension experienced by the taxpayer is thus proportionate to the
perceived inequality and therefore influences the extent to which taxpayers comply
with their tax obligations (Cosier and Dalton 1983: 311 -312; Soyode and Oyedokun
2019: 22)

3.3.2 Benefit Theory

The benefit theory postulates that taxation should be levied in proportion with
taxpayers’ benefit derived from the public goods and services provided. The benefit
theory thus parallels the interpretation of Fagan (1938) regarding the equal sacrifice
theory discussed in Section 3.1 above (Soyode and Oyedokun 2019: 23). Chauke,
Sebola, and Mathebula (2017: 406) argued, however, that it is difficult to quantify or
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calculate the benefit derived from the use of public goods and services, as it may not
be possible to place a value, for instance, on utilising the benefit of a streetlight. Taxes
collected are generally insufficient to cover the costs of these goods and services
because of the ever-increasing demand for public goods, which necessitated the
imposition of indirect taxes on consumption. However, differing views emerge in
justifying the assumptions of the benefit theory. Soyode and Oyedokun (2019: 23)
argued that such an approach to taxation has historically been contentious, as there
are numerous reasons for its application is impractical. The primary reason was that
the benefit theory disadvantages poor people the most, because of the greater extent
to which they depend on public goods such as education and health services (Soyode
and Oyedokun 2019: 23).

3.4 Taxpayer compliance behavioral theories

The various theoretical models and frameworks that were used in the primary studies
chosen for this study are included in Annexure B. The theoretical foundations upon
which the models and frameworks in these primary studies were designed to
incorporate the theoretical assumptions that represent a range of existing socio-
behavioural theories. Figure 3.2 below illustrates the evolution in researcher
conceptualization on taxpayer compliance, grounded within economic theories, to

predict taxpayer compliance, linked to behavioural science theories.
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Figure 3.2 — Evolution of taxpayer compliance theory (own compilation)

Figure 3.2 above presents the significant theories emerging from existing literature
that underpin taxpayer compliance studies. These theories include the utility theory,
frame dependence theory, social interactions theories, and the theory of planned

behaviour. Figure 3.2 also reflects the evolution of tax compliance theory from its early
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location in utility theory to the currently existing behavioural theories. Figure 3.2
furthermore, highlights the complex nature and the progress of academic discourse
around taxpayer compliance behaviour. Moreover, Fig 3.2 identifies the significant
theories applied to contextualize the factor analysis in the primary data selected for
this study and to provide a concise theory for exploring the overall results of this study.
The theories relevant to this study are the Utility theory, Frame Dependence theory;
Social Interactions theory, and the Theory of Planned Behavior which are discussed

in detail below.

3.5 Utility theory

According to Fishburn (1968: 335) utility theory is concerned with people's choices or
their preferences. Utility theory thus explains taxpayers’ behaviour with the available
utility choices (Fishburn 1968: 336). Prescriptive utility theory assumes that a taxpayer
will follow common sense or a logical guideline in identifying utility preferences
(Fishburn 1968: 338). Fishburn (1938: 335) argued that an individual’s approach to
utility-theory ideas could be extended to a social group, such as specific categories of
consumers to obtain macro-economic taxpayer behavioural information. Such
information may be used by tax authorities in formulating tax policy. Utility preferences
represent probability distributions around a set of consequences and are sometimes
referred to as the Von Neumann-Morgenstern utilities which are used to form the basis
of tax compliance behavioral studies (Fishburn 1968: 356). Although the Von
Neumann Morgenstern framework represented the guiding principle for taxpayer
behavioural studies for many decades, Allingham and Sandmo, (1972: 326)
acknowledged that the framework was simplistic and did not explain the impact of non-

monetary factors, such as perceptions, on taxpayer compliance.

3.6 Frame Dependence theory

Frame Dependence theory assumes that individual behaviour emanates from an
evaluation of choices based on the individual’s predispositions and intellectual
capabilities (Alm 2019: 358). According to Alm (2019: 358), individuals tend to

48



evaluate compliance decisions on the costs of compliance versus the associated
benefits. Alm (2019: 358) indicated that individuals weigh and measure compliance
options with the personal value that may be derived from the option. The actual amount
associated with the act of complying is therefore compared to a reference amount
based on their interpreted value of the amount rather than the actual amount itself.
Therefore, should the costs outweigh the benefits of compliance, according to their
frame of reference, taxpayers may choose not to comply with their tax obligations.
According to Alm (2019: 358), in addition to the value function shaping taxpayer
compliance behaviour, other normative aspects of behaviour, such as fairness of the
tax system, empathy displayed by the tax administration towards taxpayers, and

taxpayer patriotism also influence taxpayer compliance choices.

3.7 Social Interactions theory

Alm (2019: 358) described the theory of social interaction as an influencer of an
individual’s behavior. The description by Alm (2019: 358) has been supported in many
empirical studies (Ariyanto, Andayani and Putri 2020: 249; Jimenez and lyer 2016:
18). Social interactions theory describes the influence that a taxpayer’s circle of
interaction has on the taxpayer’s compliance. In effect, social interactions theory
assumes that an individual will generally follow the behavior of the social interaction
group (Ariyanto, Andayani and Putri 2020: 249; Jimenez and lyer 2016: 18). The social
interactions theory gave rise to the slippery slope framework on taxpayer compliance
which has recently gained prominence because it focuses on the taxpayer experience
of the prevailing tax climate (Alm 2019: 361). A synergistic climate promotes voluntary
compliance as opposed to an antagonistic approach of enforced compliance that
encourages taxpayer non-compliance (Kirchler, Hoezel, and Wahl 2008: 213). The
slippery slope framework, Figure 3.2 below, differentiates between voluntary and

enforced taxpayer compliance (Kirchler, Hoezel, and Wahl 2008: 213).
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Figure 3.3: The “slippery slope’ framework — (Source Kirchler, Hoezel and
Wahl 2008: 212)

Figure 3.3 illustrates the distinction and convergence areas of enforced versus
voluntary tax compliance which is dependent on the power of the authorities and the
trust perception of taxpayers in tax authorities (Kirchler, Hoezel and Wahl 2008: 212).
The convergence area between enforced and voluntary tax compliance, the area that
influences the taxpayer’'s compliance decision, forms a slippery slope. The figure
depicts the taxpayer sitting on a slippery slope, vacillating between voluntary and
enforced compliance. The taxpayer’s compliance choice is influenced by the power of
the tax authorities and associated taxpayer trust. Tax authorities’ power is a function
of their abilities to detect tax evasion and impose the relevant penalties and sanctions
on delinquent taxpayers (Kirchler, Hoezel and Wahl 2008: 212). Trust relates to
taxpayers’ experiences regarding interactions with the tax authorities — whether s/he
is treated by the tax authority as a trusted individual who is seeking to voluntarily
comply with his tax obligations or as an individual who is not trusted and seeking
opportunities to evade his/her tax obligations (Kirchler, Hoezel and Wahl 2008: 212).
Taxpayers tend to trust tax authorities who place trust in the taxpayers and treat the
taxpayer in a respectful and supportive manner (Kirchler, Hoezel, and Wahl 2008:
212).
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3.8 Theory of planned behaviour

Taing and Chang (2021:63) explained the theory of planned behaviour (TPB) as an
evolution of the earlier theory of reasoned action. According to the theory of reasoned
Action, people are more likely to adopt a specific behaviour if they believe that the
behaviour will have a positive outcome (attitude), and if they believe that their peers
would also want them to adopt that specific behaviour (subjective norm) (Marandu,
Mbekomize, and Ifezue 2015: 213). To improve the predictive nature of people’s
behaviour, Ajzen (1985) postulated that perceived behavioural control, which is the
impact of social and personal factors on a person’s behaviour, should be considered
to improve the predictive outcome of such behaviour (Marandu, Mbekomize, and
Ifezue: 213; Rivis and Sheeran 2003: 218). Thus, Ajzen (2011: 1115) argued that a
taxpayer’s attitudes towards compliance, the influence of subjective norms on his
compliance behaviour and taxpayers’ perceptions of perceived behavioural control
regarding non-volition factors (impact of social and personal factors beyond the
taxpayers’ control) contributed, collectively, towards the taxpayers’ tax compliance
behaviour. Thus, attitude, subjective norms, and perceived behavioural control are
respectively influenced by the taxpayer's behavioural, normative and controls beliefs
(Azjen 2011: 1115). The relationship between behavioural, normative, and control
beliefs and their impact on attitude, subjective norms, and perceived behavioural

control are illustrated graphically in figure 3.4 below:
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Attitude, in Figure 3.4 relates to a taxpayer’s intrinsic motivation whether or not to
comply with tax obligations. The taxpayer’s attitude is influenced by tax morale (see
Section 2.8.1) (Taing and Chang 2021: 63). Subjective norms relate to the social
pressure exerted on individuals to conform to a particular behavior. Within the context
of taxation behaviour, subjective norms refer to the level of fairness in the tax system
and the level of trust that the taxpayer has in the government (see Section 2.8.3)
(Taing and Chang 2021: 64). Perceived behavioural control relates to the influence of
time, money, information, and taxpayer ability on behaviour (Taing and Chang 2021
64). The power of the tax authority, tax complexity, tax information, and tax awareness
are some of the major constraints to controlling taxpayer behavior by the tax
authorities (see Section 2.8.4) (Taing and Chang 2021: 64-65).
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3.9 Theory of knowledge development

The theory of knowledge development explains how knowledge is created from the
research process. Knowledge is created through the adoption of the three generally
accepted reasoning methods being inductive reasoning, deductive reasoning, and
abductive reasoning (Meadows, Langley, and Emery 2014: 90; Neuman 2007: 69-
70;). The theory of knowledge development and the inductive, deductive, and

abductive approaches to reasoning are discussed further in Section 4.2.

3.10 Summary

This chapter analysed the relevant and significant theories underpinning this study
and explored the foundational theories of taxation, the theories supporting tax policy,
and those theories exploring taxpayer compliance. The exploration of foundational
theories found that taxation was located within the ability-to-pay theory and formed the
basis of modern taxation theory. The exchange relationship theories and the benefit
theories indicate that tax policy should be founded on principles designed to promote
fairness of, and trust in, taxation policies and the tax system. The evolution in tax
compliance theory suggested that there is no single theory that incorporates all the
determinants of tax complaint behaviour and stated that each of the theories presented
(utility theory, frame dependence theory, and social interactions theory) should be
treated as complementary theories, as they jointly contribute towards understanding
taxpayer compliance behaviour. Additionally, although each theory appears to be
different, they meld together and use many of the common explanatory determinants
as predictors of taxpayer behaviour. The chapter concludes with analysing TPB,
identified as being the most comprehensive and appropriate theory for studying
taxpayer compliance. TBP comprehensively integrates elements from the utility,
frame dependence, and social interactions theories to introduce new ideas relating to
taxpayer behaviour control and taxpayer intent towards compliance with taxation

obligations.
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3.11 Conclusion

Studies (Hamid 2014: 53; Saad 2010: 32; Smart 2012: 80; Taing and Chang, 2021:
63) have suggested that the TPB is an appropriate theory to explore taxpayer
behaviour. Taing and Chang (2021: 63) cited studies such as those by Bobek,
Hatfield, and Wentzel (2007), and Ramayah, Yusoff, Jamaludin, and Ibrahim (2009)
which found that the components of TPB (attitude, subjective norms, and perceived
behaviour control) have a positive effect on the taxpayer compliance. Smart (2012:
80) argued that the TPB may be used by researchers and tax authorities to predict

and consider taxpayer’s behaviour in the development of taxation policies.
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CHAPTER 4: RESEARCH METHODOLOGY

4.1 Introduction

The preceding chapters introduced the rationale for the study, presented a review of
significant tax compliance literature, and explored the theoretical underpinnings of the
study. This chapter describes the research philosophy, approach, methods, and
procedures adopted for this study. The rationale for following a quantitative meta-
analytical research approach in conducting this study is discussed. The chapter
thereafter explores the study’s research design, including the research methods
followed. The chapter then proceeds to discuss the research approach, population,
sampling methods, data analysis, data coding, data presentation, and data
management. Data reliability and validity are also explored and described. Finally, the

ethical considerations relating to this study are discussed.

4.2 Theory of knowledge development

Research refers to the methodical process followed by a researcher that results in the
creation of knowledge (Walliman 2017: 7). Walliman (2017: 7) stated that “research”
is the general term that applies to an exercise that seeks to systematically acquire
more knowledge in areas unknown to the researcher and focuses on advancing the
frontiers of knowledge. Disciplined, scholarly research requires the researcher to
approach the study with “absolute honesty, patience, stamina, and precision”
(Rajasekar, Philominathan, and Chinnathambi 2013: 24). Babbie and Mouton (2006:
75) suggested that valid, acceptable research requires the adoption and application of
unbiased, objective research procedures. Knowledge is created through the adoption
of the three generally accepted reasoning processes being inductive reasoning,
deductive reasoning, and abductive reasoning (Meadows, Langley, and Emery 2014
90; Neuman 2007: 69-70).
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Inductive reasoning enables people to learn from their surroundings, their
experiences, and their observations on life and reality. People establish rules or beliefs
on life phenomena from these learnings (Walliman 2018: 18). Neuman (2007: 70)
considered that an inductive approach to disciplined reasoning is formulated from
tangible empirical evidence collected and analysed. The research conducted thus
results in the identification and analysis of abstract concepts and theoretical
relationships regarding studied phenomena. Inductive reasoning is therefore
concerned with developing new theories and answering phenomenological questions
from tangible empirical evidence gathered and analysed (Neuman 2007: 70). Inductive
reasoning is most often used in qualitative research studies (Aliyu, Singhry, Adamu,
and AbuBakar 2015: 10).

Deductive reasoning, on the other hand, was considered by Neuman (2007: 69) as an
approach to theory development and/or theory confirmation that began with abstract
concepts and theoretical relationships, supported by tangible empirical evidence to
answer life questions. Aliyu et al, (2015: 9) stated that deductive reasoning
approaches are more concerned with examining and analysing empirical data to
support or to disprove formulated hypotheses and theories. Deductive reasoning thus

forms the basis for quantitative research studies (Aliyu, et al 2015: 10).

However, Aristotle, a Greek philosopher who is generally considered as the first
philosopher of science, argued that both inductive and deductive reasoning were
required collaboratively, to test hypotheses and to develop valid theories (Harriman
2010: 235-236). Aristotle held that induction was necessary for the formulation of
theories and that this was logically followed by deduction which was required to further
test and refine the theory (Harriman 2010: 235-236). Aristotle argued that both the
inductive and deductive methods were complementary and therefore necessary for
valid, trustworthy research studies (Harriman 2010: 235-236). A hybrid of both
inductive and deductive methods has been termed abductive reasoning (Harriman
2010: 235-236).

Taxpayer Compliance, located within social interaction behaviour, involves the
construction of explanations through a process of reasoning that is appropriate to

understand events in real-world situations where it is unlikely that all information
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relating to the event will be available for only inductive or deductive analysis but rather
supports following a combination of the two reasoning processes (Meadows, Langley
and Emery 2014: 90). Meadows, Langley, and Emery (2014: 90) regarded this process
of construction of explanations as abductive inference or abductive reasoning, as was
previously argued by Aristotle. Meadows, Langley, and Emery (2014: 91) further
stated that the abductive approach to knowledge creation uses rules and structures to
introduce plausible assumptions as new observations are revealed. Abductive
reasoning attempts to make sense of surprising and ambiguous phenomena that are

perplexing in nature (Zelechowska, Zyluk and Urbanski 2020: 1).

4.3 Research paradigm

Ontology remains the core driver of all research studies and seeks to philosophically
answer the fundamental questions on the nature of reality or existence (Neuman 2007:
94). Ontology describes the underlying rationale for distinguishing whether objects are
tangible or intangible; real and ideal; or dependent or independent. Ontology also
explores associations, relationships, dependencies, and predications of objects (Aliyu
et al, 2015: 15). Exploring an ontological question on what constitutes the nature of
reality or existence requires an epistemological approach to the study (Creswell 2009:
6). Epistemology is derived from the word “episteme", which is the Greek word for the
noun “knowledge”. Models that enable such knowledge creation are called paradigms
(Aliyu et al 2015: 2; Krauss 2005: 758-759). A paradigm represents a basic belief
system (Aliyu et al, 2015: 2; Grant and Giddings 2002: 12), or the set of principles that
guide the research study (Creswell 2009: 6).

Four main paradigms that embody ontological research emerge from scholarly
literature (Creswell 2009: 6; Grant and Giddings 2002: 5). These four main paradigms
are (1) positivism and post-positivism, (2) interpretivism, (3) advocacy/participatory,
and (4) constructivism which incorporates pragmatism (Creswell 2009: 6; Grant and
Giddings 2002: 5). These research paradigms are discussed below followed by the
rationale for adopting the positivist paradigm for this study.
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4.3.1 Positivism and post-positivism

Positivism recognises that the researcher and the phenomenon under investigation
are independent of each other (Aliyu et al, 2014: 82). The positivist paradigm is
therefore based on an ontological doctrine that assumes that the nature of reality is
independent of the observer (Aliyu et al, 2015: 11; Rahi 2017: 2).

From a behavioural perspective, positivism views social sciences as an organised
method for predicting general patterns of human behaviour (Antwi and Hamza 2015:
219). Researchers who adopt this paradigm apply quantitative methods to explore
knowledge and examine and analyse the interactions between variables that shape
events (Antwi and Hamza 2015: 219). Figure 4.1. below illustrates the separation
between the independent observer and the nameless/ faceless subject or the

environment subjected to the researcher’s study.

Objective
Researcher

0

LS
S

Subject - as object of study

Figure 4.1: The objective researcher — (Source: Grant and Giddings 2002: 15)
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Figure 4.1 displays the “observational eye” as the researcher who studies the subjects
in a research environment. A separation exists between the researcher and the
research subject, emphasising the independent nature of the research environment

from the researcher.

Clark (1998: 1245) argued, however, that the sensory and cognitive limitations of the
researcher to fully comprehend all of reality must shape and influence the research
process. Clark (1998: 1245) stated that the researcher interprets reality from
experience and cultural norms and that these interpretations result in cognitive biases
which influence the way the researcher comprehends reality. Additionally, researchers
are limited by the body’s sensory abilities to observe and comprehend reality, and
these limitations persist, regardless of the use or non-use of research instruments
(Clark 1998: 1245). Clark (1998: 1245), further argued that post- positivism emerged
in response to the interpretive element of the researcher in research involving human
inquiry. Post-positivism refers to the philosophy emerging after positivism and differs
subtly from positivism in that post-positivism recognises that there are no absolute
claims to knowledge when studying human behaviour (Creswell 2009: 7-8). Creswell
(2009: 7-8) argued that the key assumptions of a post-positivism paradigm are: (1)
knowledge is conjectural, that is the absolute truth cannot be established, thus
evidence established in the research is fallible; (2) research is a process of making
and refining claims; (3) research seeks to develop relevant true statements, and finally
(4) objectivity is a key requirement for valid research. Therefore, researchers must
examine methods and conclusions to limit, or even possibly eliminate, data and

researcher bias (Creswell 2009: 7-8).

Clark (1998: 1245) noted that the post-positivist paradigm is regarded as a philosophy
that forms the basis for contemporary empirical research activities. It is submitted,
however, that although the post-positivist paradigm has grown in prominence, the key
distinction between positivism and post-positivism relates to the ability of the
researcher to influence the research process. This factor was a key determinant in

selecting the most appropriate paradigm for this research study.
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4.3.2 Interpretivism

The interpretive research paradigm explores knowledge by understanding the
circumstances within which a phenomenon exists (Rahi 2017: 1). Interpretivism
argues that true knowledge comes from an in-depth understanding of the subject
and/or the subject matter, and results in the formulation of meanings that are
subjective (Rahi 2017: 1; Antwi and Hamza 2015: 219). Researchers interact with the
research environment, recognising that the perceptions of every research subject with
the phenomenon being studied are important. Ontologically, therefore, researchers
view the world as complex and dynamic (Aliyu et al 2015: 4; Antwi and Hamza 2015:
5). Interpretivism considers that the ontological question is best interpreted by people
in their interactions with each other and within broader social systems (Aliyu et al,
2015: 3). The interpretive paradigm is thus rooted in existentialist philosophy and
provides a contrasting argument to positivism. Rather than the search for truth, it seeks
to understand what it means to be human and understand the meanings attached to
peoples’ experiences (Grant and Giddings 2002: 16). Researchers employ the
interpretive paradigm in conducting studies following the qualitative research
approach (Ochieng 2009: 13).

4.3.3 Advocacy paradigm

Advocacy as a research paradigm arose during the 1980s from the findings of
researchers that the structured assumptions of positivism did not address the issues
of social justice for marginalised individuals and groups (Creswell 2009: 10).
Proponents of the advocacy paradigm argued that knowledge may also be acquired
through inquiry into politics, political agendas, and social issues, in addition to other
methods such as experimentation (Creswell 2009: 10; Rahi 2017: 1). The advocacy
paradigm enables the researcher to focus attention on the viewpoints of marginalised
people and groups and attempts to illuminate the oppressive effects of various social
injustices in anticipation of raising awareness for purposes of collective action against
such social injustices (Grant and Giddings 2002: 19). Such awareness may well result
in the implementation of agendas that address issues of marginalisation and social
injustice (Rahi 2017: 1).
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4.3.4 Pragmatism

Pragmatism as a research paradigm focuses on the meanings of an action or event in
a social situation (Denzin, 2012: 81). Pragmatic knowledge claims arise from analysing
the consequences of actions taken by participants in social situations (Creswell 2009:
13). The pragmatist paradigm also (1) recognises that there is no affiliation to any one
system of philosophy; (2) favours the mixed-methods research approach, although
researchers are free to use any recognised research procedures that meet the
purposes of the research study; and (3) recognises that truth is relative to the meaning
of an event and considers the most appropriate action or response to a phenomenon
at the time of conducting the study (Creswell 2009: 14; Rahi 2017: 1).

4.3.5 Rationale for positivist approach

This study undertakes a MA review of primary studies already conducted into taxpayer
compliance behaviour. The nature of this study, therefore, requires analysing data
already collected. The researcher, consequently, will not interact with subjects in a
research environment and will, as a result, be independent. Additionally, the
researcher cannot influence the results of primary studies already conducted.

Consequently, the positivist research paradigm is most suited to this study.

4.4 Research Methods

Research is a term used to describe any kind of investigation that uncovers meanings
and insights of identified phenomena through a disciplined process of collecting,
interpreting, and analysing data (Mack, Woodsong, MacQueen, Guest, et al, 2005:
11; Walliman 2011: 16). Researchers may collect, interpret and analyse either primary
or secondary data (Walliman 2011: 69). This categorisation of data is dependent on
the proximity of the data to its original form (Walliman 2011: 70). Primary data refers
to data collected from, inter alia, (1) measurements such as temperature readings; (2)
results of experiments; (3) observation; (4) narrative data such as data obtained from

interviews and focus group discussions; and (5) experiential data - data obtained from
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experiences of doing things (Walliman, 2011: 70). In quantitative studies, primary data
are collected by, inter alia, data collection instruments such as survey questionnaires.
The data collected are carefully analysed using various statistical analysis methods
and tools (Williams 2007: 67). In secondary studies, data that has essentially already
been collected and processed during primary studies conducted are utilised for further
analysis and interpretation (Walliman 2011: 69).

The results of the research conducted are intended to create new knowledge or to add
to existing knowledge. Consequently, all research undertaken must follow a
disciplined, methodical, organised structure (Mack et al, 2005: 11; Walliman 2011: 16).
Such a methodical, organised structure is referred to as the research design.
Research design incorporates the research paradigm and approach, research
methods, data collection methods, data analytical techniques, data management, and
research ethics (Walliman, 2011: 9-13). The three academically recognised
approaches to conducting research are the quantitative, qualitative, and mixed
methods approach (Mack et al, 2005: 11; Walliman 2011: 16). A discussion on the
three research approaches with argumentation for the adoption of the quantitative
approach follows. The discussion thereafter focuses on the other elements of this

study’s research design.

4.4.1 Quantitative approach

Quantitative research which emerged around 1250 A.D., was traditionally considered
the preferred method to create new knowledge (Williams 2007: 66). Creswell (2009:
21) explained that quantitative research adopts techniques such as experiments and
surveys to explore and analyse research phenomena. Data is collected using
predetermined instruments such as questionnaires or structured interviews that yield

statistical information on the phenomenon being studied (Creswell 2009: 21).

Quantitative research generally locates itself within the broad umbrella of the positivist
paradigm due to the independence of the researcher from the research environment
(Clark 1998: 1247; Creswell 2009: 15). The quantitative approach enables the

adoption of research techniques that enable the researcher to (1) identify the cause
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and effect of variables; (2) develop hypotheses and questions for use in measurement
and observation; and (3) test theories related to the phenomenon under study
(Creswell 2009: 21; Rahi 2017: 2). Quantitative research assumes that cognition and
behaviour are largely predictable and can be easily explained to ensure extrapolative
value in terms of predictions and generalisations, thus enhancing the transferability of
research results (Antwi and Hamza 2015: 221).

Rajasekar, Philominathan, and Chinnathambi (2013: 9) explained that a quantitative
study exhibits the following characteristics: (1) it investigates questions relating to
what, where, and when of decision making; (2) it is numerical, non-descriptive, and
applies statistics or mathematical values when analysing data; (3) the results are
generally presented in tables and graphs; and (5) research results are conclusive. The
three main classifications of quantitative research, arising from these characteristics
are descriptive, experimental, and casual comparative (Ochieng 2009: 13; Walliman
2011: 10; Williams 2007: 66) and are discussed below:

4.4.1.1 Descriptive research

Awang (2012: 33) viewed descriptive research as being appropriate for studies where
the objectives include the correlation of independent variables with the phenomenon
under study. In descriptive research, the researcher attempts to make sense of the
results by looking for answers relating to “how”, “who”, “what”, “when”, and “where”
types of questions concerning the behaviour of the identified variables. Awang (2012:
33) argued that although the researcher has a general understanding of the research
phenomenon, s/he may need conclusive evidence to explain the nature of things, and
therefore  formulates her/his research from previous knowledge and
conceptualisations regarding the nature of the research phenomenon (Awang 2012:

33).
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4.4.1.2 Experimental research

Experimental research investigates cause and effect relationships between one or
more variables (Walliman 2011: 11). Experimental research requires the formulation
of hypotheses, the identification of variables to be tested, and the formulation of
relevant control/ measurement procedures to be implemented. The experiment is
intended to either confirm or reject the hypothesis (Walliman 2011: 11). Experimental
research allows for the observation and analysis of the effects of changes applied to
one or more variables. The analyses enable the researcher to draw inferences and
conclusions of such changes on the relationships between two or more variables
(Dawson 1997: 2; Walliman 2011: 11). Experimental research also employs the use
of control groups to determine whether or not changes to the independent variable in
the experimental group are the result of intended experimentation procedures. The
variable that is changed is referred to as the independent variable and the variable
that is being observed for the effects of the change is referred to as the dependant
variable. Experimental research does not allow unintended changes to the

independent variable to influence the results of the experiment (Dawson 1997: 5).

Experimental research also includes research designs such as pre-experimental,
guasi-experimental, and true-experimental designs. Pre-experimental and quasi-
experimental research designs are not considered to be true experimental designs,
but are, however, considered to be non-experimental designs (Walliman 2011: 11).
The main feature that distinguishes non-experimental designs from true experiments
is that non-experimental designs do not require the use of control groups. True
experimental designs, in addition to control groups, also require a systemic approach
to data collection and the use of mathematical models when analysing results
(Walliman 2011: 11). True experimental designs produce high validity outcomes and
results (Walliman 2011: 11).
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4.4.1.3 Causal comparative research

Causal comparative research explores interactions/correlations between independent
variables and their influence on dependent variables in a factorial design (Walliman
2011: 10; Williams 2007: 66). In causal-comparative research, the factorial design
explores two or more independent variables and attempts to identify whether the
correlations between the variables are non-existent, positive, or negative (Walliman
2011: 10; Williams 2007: 66). The purpose and research questions of this study
require the synthesis of data arising from related primary studies. These primary
studies include data collected, inter alia, using research instruments or through
experimentation. Additionally, in this type of study, the researcher does not influence
the research data as data is collected from the results of existing primary studies. The
guantitative approach to research is, therefore, suitable for this study as the study
conducts a meta-analysis followed by a systematic analysis of the results of existing

primary studies.

In summary, a quantitative approach to research is preferred in studies that follow a
positivist or post-positivist paradigm and adopt experimentation as a data gathering
and analysis technique. Quantitative research approaches acknowledge the
separation of the researcher and the research environment and therefore do not allow

the researcher to influence research subjects or the research environment.

4.4.2 Qualitative approach

The qualitative approach to research requires the systematic collection, organisation,
analysis, and interpretation of narrative data (Bricki and Green 2007: 2; Creswell 2009:
21). Antwi and Hamza (2015: 220) indicated that qualitative research is concerned
with understanding the meaning of people’s experiences or their feelings towards an
experience. Qualitative research also frequently results in generating new hypotheses
and theories concerning an identified phenomenon (Antwi and Hamza 2015: 220).
Malterud (2001: 483) described qualitative research as formulating knowledge claims

based on constructivist perspectives. Constructivism enables the creation of multiple
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social and historical meanings from individual experiences to develop a theory or
pattern. Constructivism may also result in advocacy/participatory perspectives that
focus on political, issue-oriented, collaborative, or change-oriented research situations
(Creswell 2009: 21).

Qualitative research uses techniques that collect narrative data. These techniques
include, inter alia, interviews, focus groups, participant observation, and document
analysis. Qualitative data is generally analysed using descriptive techniques such as
thematic analysis (Antwi and Hamza 2015: 222). Qualitative data cannot be presented
in tables and graphs as it is exploratory and investigates the “why” and “how” questions

of decision making (Rajasekar, Philominathan, and Chinnathambi 2013: 9).

Although quantitative and qualitative research methods both investigate and explore
the different claims to knowledge and adopt different data collection and presentation
methods, both approaches address specific types of research questions. Mack (2005:
2), suggested that these two research methods differ primarily in their objectives, the
types of research questions they pose with the study, the types of data collection

instruments employed, and the type of data generated.

4.4.3 Mixed-Methods approach

During the 1950s, researchers found that adopting only a quantitative or qualitative
approach to research when attempting to explain phenomena may not provide the
rich, comprehensive data necessary for the study (Creswell 2009: 17). The necessity
of exploring phenomena, using both statistical methods and thematic analysis,
prompted researchers to mix quantitative and qualitative research approaches and
methods resulting in data gathering methods such as interviews and focus group
discussions being combined with the traditional survey in the same research study
(Creswell 2009: 17). The mixed-methods study, therefore, enables the researcher to
adopt both qualitative and quantitative research methods and techniques in the same
study (Leech and Onwuegbuzie 2009: 267).

While the quantitative research method provides an objective measure of reality, the

gualitative method allows the researcher to explore and better understand the
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complexity of a phenomenon (Venkatesh, Brown, and Sullivan 2016: 448). Creswell
(2009: 21) argued that the mixed-methods approach allows for knowledge claims to
be founded on pragmatic grounds as it employs strategies to collect both numeric as
well as textual data about a research problem to better understand the complexity of
the phenomenon. Combining both methods does not result in any one approach
superseding the other, rather it synergises both approaches by drawing on relative
strengths and by mitigating each approach’s weaknesses (Venkatesh, Brown and
Sullivan 2016: 437; Williams 2007: 68). Although proponents of the mixed-methods
approach have suggested areas in which the approach is potentially superior to a
single approach design, there has been debate as to whether or not it is appropriate
to combine the two approaches in studies that are often based on radically different
paradigmatic assumptions (Venkatesh, Brown and Sullivan 2013: 22). Nevertheless,
mixed methods have gained in popularity as a research approach and have been
termed the third methodological movement, with quantitative and qualitative methods
representing the first and second movements respectively (Venkatesh, Brown and
Sullivan 2016: 436).

4.5 Research design

The preceding paragraphs introduced the four main research paradigms and
described the three approaches to research. The research design of this study is
discussed below followed by a discussion on the population of primary studies, the
research studies selected for analyses, data analysis, data coding, data presentation,

and data management.

4.5.1 Research approach

This study adopts a quantitative meta-analytical approach (see Section 4.5.1.4). Meta-
analysis is an instrument that has been employed in many tax studies such as those
conducted by Marandu, Mbekomize, and Ifezue (2015), and Sutrisno and Dularif

(2020). They argued that MA is a powerful statistical technique used to summarise the
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results of multiple studies. MA is thus a relevant technique for summarising the factors
included in primary tax compliance studies. However, a lack of consistency exists
amongst the conclusions drawn from the results of primary tax compliance studies
conducted (see Section 2.1). Marandu, Mbekomize, and Ifezue (2015) and Rosenthal
and DiMatteo (2002: 61) argued that MA is a suitable approach to address these
inconsistencies as the statistical methods employed in MA allows combining the
numerical results from multiple studies into a single analysis that enable the

emergence of consistent conclusions on taxpayer compliance.

Additionally, according to Rosenthal and DiMatteo (2002: 61), MA also does not rely
on the results of a single study to draw inferences and conclusions but requires a
thorough search, review, and analysis of data to answer specific research questions,
thereby improving the validity of the conclusions reached. In pursuance thereof, this
study employed the random-effects model, publication bias, and regression analysis

to analyse the results of the existing primary studies on taxpayer compliance.

4.5.2 Research population

The PRISMA model was used to identify the data population and the primary studies
selected for research. PRISMA focussed on the way transparent and complete MA
and reporting of systematic reviews can be achieved (Liberati,Altman, Tetzlaff, Mulrow,
et al 2009: 66). PRISMA is a methodological approach that includes a checklist of 27
items grouped into the following 7 categories: (1) title of the study; (2) abstract; (3)
introduction; (4) methods; (5) results; (6) discussion and (7) funding (Liberati et al
2009: 67). The 27 items that comprise the PRISMA model are included in Annexure
C. Annexure C also highlights the specific PRISMA items that were adopted for this
study.

The population of primary studies applicable to this study was identified by performing
a systematic database search on three specific journal databases and selected those
primary studies that met the following eligibility criteria: (1) all research papers that
examined the determinants of tax compliance or factors of taxpayer compliance; and

(2) papers that were based on data from taxpayers (individuals or organizations) as
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its subjects. Database search engines were used to identify taxpayer compliance
articles in the following journal databases: (1) Web of Science; (2) SCOPUS and (3)
PROQUEST. These databases allowed for searching broadly across contrasting
resources and used the citation connections fundamental to index and navigate

relevant research results from these databases.

Taxation is an evolving concept with new approaches to, and methods of, taxation
being considered continuously. Consequently, a five-year period provided data on the
latest taxation systems and methods in use and provided current, relevant data on
taxpayer behaviour. The search was therefore limited to studies that were released
between 2020 and 2015, being the latest available data at the time of conducting this
study. In total, the searches identified 1222 eligible research papers from the three
databases. The searches were conducted during November/ December 2020.
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4.5.3 Studies selected

The initial search of the three journal databases resulted in the identification of 1222
studies relating to taxpayer compliance. Figure 4.2 describes the PRISMA approach

for the identification of research papers for further analysis in this study.

5 Records identified through database search - (Total n=1222:- Web of science n=877; SCOPUS n=164
[ and ProQuest n=181)
=
1<
(]
S
0 Research papfers.a‘re screened 1075 Research papers which do
£ for details of individuals ify the details of
o sampled and/ or reponse rate of »{ not specilythe detalls o
&’j i Pd | P individuals sampled and/ or
individuals {n=1222) response rate of individuals
sampled were eliminated -n=
147 (1222 - 1075)
147 Research papers subjected
g to elighility screening (see table
:b‘En 4.1 for criteria) - n=45 (147 -
] 102)

|

45 Research papers selected for
analysis:-

Web of Science n=24
SCOPUS n=10
Pro Quest n=11

Research papers
selected

Figure 4.2: Studies selected (adapted from Olugbara, Letseka; Ogunsakin and
Olugbara 2021:7)
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Each of the 1222 eligible research papers, were reviewed and subjected to further
eligibility consideration. The 1222 research papers were reviewed to identify details of
the number of individuals who were sampled in the primary studies and details on the
response rate of sampled individuals. These details were used to facilitate the MA of
the data which are presented in Chapter 5. The adoption of the eligibility criteria
resulted in the identification of 147 research papers (Annexure A). The 147 research
papers identified during the second round of eligibility determination were subjected
to a third and final round of eligibility determination to ascertain whether each of the

papers contained the 12 elements of data in table 4.1 below.

Table 4.1: Eligibility criteria: round 3 (final round)

Element Eligibility criteria, applied to select primary studies
Number

1 author/s of the primary study

2 theoretical approach adopted in the study

3 the year that study was published

4 the statistical method adopted in the primary study

5 the sample size of taxpayers selected

6 country where the study was conducted

7 the sample size of taxpayers selected/ population size

8 independent variable

9 underlying determinant of the tax system affecting independent variable

10 positive association with tax compliance

11 negative association with tax compliance

12 No association with tax compliance

The third round of eligibility determination resulted in excluding 102 papers from further

consideration.

The resulting 45 eligible primary studies (Annexure A) were included for the MA and

systematic analysis processes of this study.
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4.5.4 Data analysis and coding

The purpose of this study necessitated identifying and analysing factors entrenching
tax gaps. To facilitate this study’s purpose and research questions, analyses were
conducted in two phases. Firstly, the PRISMA model adopted required the
summarisation of the data collected from the 45 primary studies into a logical format
that would facilitate the analysis of the factors that contributed to taxpayer compliance
that influenced the entrenching of the tax gap. The analytical approach followed
included (i) the basis for identifying individual factors in each study that influenced
taxpayer behaviour, either positively; negatively or had no impact, and (ii) the overall
subgroup of factors that influenced the taxpayer compliance identified in (i). Thirteen
categories of data from each of the 45 primary studies were identified using the above
criteria. The data were summarised in Microsoft EXCEL (see Annexure E). The data

categories arising from the analysis conducted are summarised in table 4.2 below.

Table 4.2: Categories of data

Category Details required Explanation
Number
1 author Author/s of the primary study
2 theory of model theoretical approach adopted in the study
3 year of publication the year that study was published
4 statistical method the statistical method adopted in the primary study
5 sample size the sample size of taxpayers selected
6 country country where the study was conducted
sample size of taxpayers responded/ population
7 response rate size
8 factor independent variable
determinant in tax system affecting independent
9 subgroup variable
theoretical category
10 associated with factor TPB category with which factors were associated

positive association with | Association with tax compliance that factor has on
11 tax compliance taxpayer behaviour

negative association with | Association with tax compliance that factor has on
12 tax compliance taxpayer behaviour
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No association with tax Association with tax compliance that factor has on
compliance taxpayer behaviour

s

4.5.5 Data presentation

Data and the results of analyses conducted are presented, using graphs and tables,
supported by descriptive narratives The results of the data analysis conducted are
presented in Chapter 5. The results of the MA conducted are presented, followed by
the random-effects model, subgroup, and meta-regression analyses. The results from
the systematic analysis are thereafter presented, also in Chapter 5.

4.5.6 Data storage and management

The data collected is stored electronically in a Google cloud service owned by the
researcher. Access to the Google cloud is password protected and the password is
known only to the researcher. The data is stored according to university rules and
regulations for a minimum period of five years. After the lapse of five years, a process
will be followed to obtain the necessary permissions for the data to be deleted. All data
used in this study is, however, available in the public domain, and is easily retrievable

should the need arise.

4.5.7 Data reliability and validity

According to Patrick (2013: 73), data reliability in MA is achieved when similar results
are obtained where the same body of literature is analysed by different researchers,
following a similar research process. The reliability of the data was assessed by
performing statistical correlation methods, such as random- effects meta-analysis and

publication bias (See section 5.2.1 and section 5.2.3).

Validity relates to whether or not the data collected correctly reflects the phenomenon
that is being explored (Walliman 2011: 104), and was achieved by adhering to the

PRISMA model of selecting relevant primary studies. Mclnnes, Moher, Thombs,
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Mcgrath, et al, (2018: 388) argued that PRISMA ensures that data is defined,

collected, analysed, and coded in a logical and planned manner, thus ensuring data

relevance and validity. Table 4.3 below provides a list of the specific PRISMA criteria

that were adopted to ensure data reliability and validity.

Table 4.3 — Items from PRISMA used to ensure reliability and validity of data

PRISMA- | Description from | Application of PRISMA requirement
Item No. | PRISMA
5 protocol and a research protocol as described in Sections 4.5.2 and
registration 4.5.3. Any data not meeting the established criteria
were omitted.
7 information database and dates of coverage were established as per
sources Sections 4.5.2 and 4.5.3 above
8 search . .
a search strategy was applied (see Section 4.5.2)
9 study selection | process for screening studies was established (see
Sections 4.5.2 and 4.5.3)
10 data collection data collection strategy was established (see Sections
process 4.5.2 and 4.5.3)
11 data item data analysis and coding was done (see Section 4.5.4)

4.6 Research ethics

This research study was approved, and ethical clearance was obtained from the

Durban University of Technology (DUT). All data for the study was extracted from

journal articles on existing primary research studies and therefore already exists in the

public domain. Full recognition is accorded to all sources of literature and data

following the DUT referencing policy. The study honestly and truthfully presents the

findings, conclusions, and recommendations of the researcher.

4.7 Conclusion
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This chapter discussed the Theory of Knowledge Development and justified adopting
the abductive approach to knowledge development. It was argued that the positivist
paradigm and the quantitative research approach were appropriate to this study. The

chapter also explained that MA was employed to analyse research data.

Validity was ensured by identifying 1222 primary studies and employing and re-
employing eligibility criteria to arrive at the final 45 studies included in this study. The
transferability of the results of this study is enhanced through the application of the
PRISMA methodology. The chapter concluded with a discussion on the research
ethics adopted for this study. Chapter 5 that follows, presents the results of the data

analysis conducted and the conclusions emanating from the data analyses.

In conclusion, a quantitative research approach was adopted for this study. The
adoption of PRISMA ensured that the research population and eligibility of studies
were conducted in a logical, planned manner to ensure the validity and reliability of the
data collected. Validity was ensured by identifying 1222 primary studies and employing
and re-employing eligibility criteria to arrive at the final 45 studies included in this study.
Data were analysed and coded in a manner that enabled identification of the factors

influencing taxpayer compliance from the 45 primary studies included in this study.
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CHAPTER 5: DATA ANALYSIS AND FINDINGS

5.1 Introduction

In the preceding chapters the study was introduced and the rationale for the research
was presented. This was followed by a review of the existing literature which also
explored the theoretical underpinnings of the study. Thereafter the research
philosophy, approach, methods, and procedures adopted were elucidated. This
chapter describes the data analysed, its results and conclusions. The results of the
random-effects MA are discussed, followed by a discussion of the results of the
subgroup MA. Thereafter, publication bias and regression analysis are discussed. A
discussion follows on the systematic review of the factors influencing tax compliance
that emerged from the MA conducted and the conclusions of the study. The chapter

concludes with a summary of the significant findings in this chapter.

5.2 Meta-analysis

Section 4.6.4 discussed the approach to the coding of the data used for the study.
Descriptive summary statistics were calculated to determine the total number of
participants in the population of primary studies analysed. A detailed list of the studies
can be found in Annexure D. The descriptive summary statistics found that a total
number of 3584 persons participated in the 45 primary studies included in this study.
The summated data analysis of the 45 studies resulted in the identification of nine

subgroups of factors that influence taxpayer compliance (see Table 5.1).

5.2.1 Random-effects meta-analysis

Random-effects MA was carried out using the 45 primary studies selected and
response rate (effect size, standard error of effect size) to estimate the factors
influencing tax compliance. Between-study variability was high (12=0.04; heterogeneity

12 = 99.3% with heterogeneity chi-square = 6670.90, a degree of freedom = 44 and P
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= <.001). These findings generally imply that the proportion of total variance among
pooled studies can be attributed to the heterogeneity of true effect sizes. A random-
effects model assumes a different underlying effect size for each included study
(loannidis 2008:951). Effect size, standard error, confidence interval and weight of
effect size were calculated for each study. The standard error of effect size reflects the
amount of statistical information available in a study. The amount that each study has
contributed is indicated by the percentage weight. A forest plot is a traditional device
used to visualize how the estimate of effect size of each study is distributed around
zero or pooled effect estimate. The effect size estimate of each study is represented
in the forest plot as a square box. The area of each box represents the weight of each
study contributing to the pooled estimate while the center of the diamond equals the
pooled effect estimate. The ends of the diamond indicate the limits of 95% confidence
interval (Cl). The global estimate is the diamond whose width is the associated 95%
Cl. Figure 5.1 presents the forest plot derived from the MA. The overall random pooled
estimate was obtained as 35% (95% CI 30%-41%). Studies weighted approximately

equally with weights on individual studies ranging from 0.08% to 0.90 %.
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Figure 5.1: Forest plot on tax compliance estimates
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5.2.2 Subgroup meta-analysis

Subgroup analysis is the splitting of participant data into subgroups to establish
comparisons between sub-data (Lin and Chu 2018: 792). The interpretation of
subgroup MA can lead to informative insights into the proper implication of sub-data,
within a subgroup, that would not be obtained from the non-subgroup analysis.
Subgroup analysis was done for selected categories (see Table 5.1 below).
Accordingly, the result of subgroup analysis by tax administration indicated large
variability in studies reporting factors of tax compliance (the Higgins |2 statistic =
99.55% with Heterogeneity chi-square = 4030.73, a degree of freedom = 18 and P =
<.001) and the lowest by tax policy (the Higgins I? statistic = 96.85% with
Heterogeneity chi-square = 158.56, a degree of freedom =5 and P = <.001). The

overall statistics are presented in Table 5.1.

Table 5.1. Subgroup analysis for comparison of tax compliance category

Category No of 12% Q Heterogeneity
studies test
Df p-value
Tax administration 19 99.55 4030.73 18 <0.001
Behaviour 8 99.17 843.37 7 <0.001
Institutional governance 6 97.86 233.8 5 <0.001
Tax policy 6 96.85 158.56 5 <0.001
Compliance costs 2 - - 1 -
Tax morale 1 - - 0 -
Business characteristics 1 - - 0 -
Fiscal administration 1 - - 0 -
Economy 1 - - 0 -
Overall 45 99.31 6670.90 44 <0.001

Table 5.1 shows that of the nine subgroup factors that influence taxpayer compliance,
19 studies related to tax administration, 8 studies related to behavioural
characteristics, 6 studies each related to institutional government and tax policy
respectively, 2 studies related to compliance costs and 1 study each related to tax
morale, business characteristics, fiscal administration, and the economy. Each of the
nine subgroups is discussed in detail under “systematic analysis” below (see Section
5.3).
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5.2.3 Publication bias and small study effect assessment

In MA, the studies selected to be included are vital to the inferential conclusion.
Publication bias could arise when only positive studies (that is, those that demonstrate
statistical significance or if not statistically significant do not reflect qualitative
interaction) of a study are published. Publication bias was used to assess the degree
to which biasness influences the study outcome to determine the validity of core
findings (Borenstein, Hedges, Higgins and Rothstein 2010: 107). The funnel plot is a
standard visual method for identifying publication bias. It is a scatterplot of standard
errors of log odd ratio against the study effects size (ES) computed by log odd ratio.
The central idea is that studies should be symmetrically spread to the left and right of

a vertical line marking the pooled ES if no relevant findings are missing.

The vertical and diagonal dashed lines represent pooled effect mean estimate and
95% CI respectively and each point in the plot represents a separate study. The
vertical axis represents the standard error, the horizontal axis represents the logit
transformed of estimates and asymmetric of the plot signifies the presence of
publication bias (Van Aert, Whicherts and Van Assen 2019: 2). Figure 3 shows the
funnel plot, which has revealed an asymmetrical distribution. Even though assessing
publication bias may not be applicable in situations like this because Begg’s and
Egger’s test become unsuitable due to an association between the effect size and its
standard error, we assessed bias and small study effects by funnel plot observation
and Begg’'s and Egger’s test for small-study effects. The result of effect estimates

against its standard error showed that there was a publication bias (Figure 5.2).
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Figure 5.2: Funnel plot that assesses publication bias.

The primary study objective was to perform a MA of existing tax compliance factors to
discover the main significant factors. Two research questions on the main weighty
factors, sources of variations, and publication bias were expressed for this objective.
Several research articles were examined, but 45 studies that met the inclusion criteria
were eventually selected for the final statistical MA. The findings of the 45 included
studies with precisely 3,584 persons participating showed tax administration as the
main substantial factor influencing tax compliance. The random-effects model has
discovered the presence of heterogeneity in the effects of the 45 included studies. The
observation of heterogeneity in the effects of the studies included might contribute to
varying features. Also, there were identifiable modifications in the statistical
heterogeneity. The included studies' subgroup analysis found an effect size of 35%

within the (95% CI 30%-41%) in the overall estimate.
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5.3 Factors influencing taxpayer compliance

This study seeks to provide a comprehensive analysis of the factors influencing
taxpayer compliance, noting that taxpayer compliance influences the entrenchment of
the tax gap. The MA of results of the 45 primary studies, (See Section 5.2.2) required
that the analysis also be conducted at a subgroup level. The results from the subgroup
MA conducted identified nine subgroups of factors that influence taxpayer compliance
(see Table 5.1). However, the MA does not identify the significant individual factors
influencing taxpayer compliance, hence, a systematic review of the data became
necessary to identify the individual factors influencing taxpayer compliance within the
nine identified subcategories.

5.3.1 Coding of data for systematic analysis

The PRISMA protocol was followed to identify the factors influencing tax compliance.
Section 4.6.4 explains the PRISMA methods followed in identifying each factor. The
systematic review of data used in the 45 primary studies that were subject to analysis
identified 94 individual factors influencing taxpayer compliance (Annexure E). The
results show that 18 of the 45 primary studies identified more than one individual factor
within a subgroup of factors thereby resulting in 94 individual factors. In addition, the
results also indicated that one primary study may identify factors that belong to more

than one subgroup.

The 94 individual factors were categorized according to the influence that each factor
had on tax compliance — positive, negative, or no influence. A form of simple vote
counting was followed to determine the relevant significance of factors on taxpayer
compliance with one vote being allocated to each factor. The results of the vote count
conducted (see table 5.2 below), found that 55; 32 and 7 votes respectively (a total of
94 votes) were allocated to a positive, negative or no influence on tax compliance.
Annexure E also reflects how the 94 individual factors were allocated to a total of 46
categories of factors. The 46 categories of factors are reflected in Annexure F. The
approach to coding the data into the 46 categories of data is discussed in section 4.6.4

and was implemented to draw inferences on the dominant factors. Conclusions as to
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which factor was dominant within a subgroup were formulated from the number of
individual factors/votes identified in the primary study allocated to the category of
factor. Thus, the analysis regarding factors that influence taxpayer compliance in the
sections that follow will therefore be based on the number of votes (individual factors)

within a category of factors, at a subgroup level.

The results of the vote count, however, required theoretical conceptualisation of the
individual factors to explain the reasons for taxpayers being influenced either (1)
positively and complied with the tax prescripts; (2) negatively and evaded paying
taxes; (3) having no effect on taxpayer compliance.

5.3.2 Systematic analysis of results of data

According to TPB, taxpayers’ behaviour are influenced by their (i) attitude; (ii)
subjective norms or (iii) perceived behaviour control, the three dimensions of TPB
(Azjen 2011: 1115) — (see section 3.8). Consequently, each of the 94 individual factors
was also allocated to the relevant TPB dimension by its associated subgroup.

For this study, the dimensions of TPB were renamed to correctly reflect each factors’
alignment with its underlying behavioural characteristic. Thus, the dimension of
“Attitude” was renamed “Taxpayer Behavioural Intent” (Bl) reflecting taxpayers’
intention towards compliance with tax laws and obligations. The taxpayer’s intent
towards tax compliance can further be described as the taxpayers’ tax morale. Table
5.2 below, shows that five subgroups, from the nine subgroups of factors identified in

Table 5.1, influences the TPB dimension of Bl.

The TPB dimension of “Perceived Behavioural Control” was renamed “Constraints”
(CO). Constraints refer to the influence exerted on the taxpayer over which s/he does
not have any control. These constraints are related to the influence of time and the
influence of financial constraints on taxpayer behaviour. Table 5.2 indicates that there
are four subgroups of factors influencing taxpayer compliance that are related to CO.
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The final dimension of TPB, “Subjective Norms”, was renamed “Societal Influence”
(SI) to identify the social pressure exerted on taxpayers to conform to specific societal
behaviours. These Sls’ reflect the influence of societal peer behaviour on the
taxpayers’ perceptions of the fairness of the tax system and also their trust in the
government. Table 5.2 indicates that there are three subcategories of factors

influencing SI.

Table 5.2: - Subgroup and individual tax compliance factors according to TPB

Dimension Subgroup % of Votes Number of Positiv Nega None
individual e tive
factors/ votes

=-1CO Tax Administration 26.60% 25 17 3 5
Tax Policy 7.45% 7 3 4
Compliance costs 3.19% 3 1 2
Fiscal Administration 2.13% 2 2
CO Total 39.36% 37 21 11 5
=Sl Tax Administration 24.47% 23 22 1
Institutional governance 5.32% 5 5
Economy 2.13% 2 2
S| Total 31.91% 30 22 7 1
-1 BI Behaviour 12.77% 12 9 3
Business characteristics 7.45% 7 1 5 1
Institutional governance 6.38% 6 6
Tax morale 1.06% 1 1
Tax Administration 1.06% 1 1
Bl Total 28.72% 27 12 14 1
Grand Total 100.00% 94 55 32 7

Table 5.2 above summarizes the results of the systematic analysis conducted and
shows that, in total, 94 individual factors have been identified using the BI, CO, and Sl
approach to the theoretical conceptualization of the underlying rationale for the
taxpayers’ compliance. Each factor represents one vote in the simple vote counting

analysis conducted, thus suggesting a possible total of 94 votes.

The largest dimension, CO, identifies 39.36% votes or 37 individual factors that
influence taxpayer compliance. The second-largest dimension of Sl identifies 31.91%

votes or 30 individual factors influencing the fairness and trust perceptions of the
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taxpayer in the government. The smallest dimension, Bl, identifies 28.72% votes or 27
individual factors relating to the influence of taxpayer morale on taxpayer compliance.
However, it is noted that all three TPB dimensions have recorded influence by more
than 25% of the individual factors, showing a significant influence on taxpayer
compliance. The study, following the approach of Van Aert, Wicherts and Van Assen
(2019: 4) and Lin and Chu (2018: 790), considered a 10% vote as being statistically
significant because all primary studies identified through the PRISMA were included
in this study. Following this approach, a vote count of between 7.5% to 10% is
considered as being moderate influence with a vote count of less than 7.5% being

considered as a low influence.

As discussed in Section 5.3.1, the MA is discussed at a subgroup level, whereas the
systematic review is analyzed at an individual factor level. To ensure comparability
between the MA and systematic review, the data in table 5.2 was re-arranged and
presented in table 5.3 to reflect the individual factors/votes influencing taxpayer

compliance at a subgroup level.

Table 5.3: - Individual votes according to the nine subgroup factors

Subgroup Dimension % of Votes Number of Positive Negative None
individual
factors/ votes

= Tax Administration Bl 1.06% 1 1
CcO 26.60% 25 17 3 5
SI 24.47% 23 22 1
Tax Administration Total 52.13% 49 40 3 6
= Behaviour Bl 12.77% 12 9 3
Behaviour Total 12.77% 12 9 3
=l Institutional governance Bl 6.38% 6 6
SI 5.32% 5 5
Institutional governance Total 11.70% 11 11
= Business characteristics BI 7.45% 7 1 5 1
Business characteristics Total 7.45% 7 1 5 1
= Tax Policy CcO 7.45% 7 3 4
Tax Policy Total 7.45% 7 3 aq
—I Compliance costs CcO 3.19% 3 1 2
Compliance costs Total 3.19% 3 1 2
—IEconomy SI 2.13% 2 2
Economy Total 2.13% 2 2
= Fiscal Administration CcO 2.13% 2 2
Fiscal Administration Total 2.13% 2 2
— Tax morale BI 1.06% 1 1
Tax morale Total 1.06% 1 1
Grand Total 100.00% 94 55 32 7
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Table 5.3 shows the results of the systematic review at a subgroup level, as discussed
in section 5.1 above. Table 5.3 indicates that for each subgroup, a behavioural
dimension from TPB exerts an influence on an individual factor in the subgroup.
Section 5.3.1 discussed the rationale of presentation, therefore in table 5.3, for all nine
subgroups, there are 46 broad categories of factors, represented by 94 votes from the
45 primary studies. The dominant factor within each subgroup can therefore be
identified from the percentage of individual factors/ votes in each subcategory.
Additionally, the last three columns in table 5.3 reflect the type of influence, either
positive, negative, or no influence that each factor has on taxpayer compliance

behaviour.

Tax administration emerges as the dominant subgroup factor influencing taxpayer
compliance, with 52.13% of all votes. Behaviour is the next largest factor with 12.77%
of the votes followed by institutional governance gaining 11.70% of the votes. These
subgroup factors thus exert a significant influence on taxpayer compliance. Business
characteristics and tax policy obtained 7.45% each of the total votes indicating a
moderate influence on taxpayer compliance and thus by extension, a moderate

influence on the entrenched tax gaps.

The summarized results in table 5.3 are consistent with the results of the subgroup
MA results in table 5.1 which indicated that the dominant subgroup factors are Tax
administration (19 studies) and Behaviour (8 studies). However, there are differences
between the results of the MA and the systematic review for non- dominant subgroup
factors. The systematic review in table 5.3 ranks institutional governance higher than
business characteristics and tax policy, whereas in Table 5.1, the MA ranks
Institutional governance and tax policy equal at 6 studies each, whilst business
characteristics are identified in only one study in the MA conducted. These differences
arise due to coding of the individual factors and because of the systematic review
being performed at an individual factor/ vote level. The differences, however, have a
minimal influence on the dominant factors that emerge from both the MA and
systematic review. Thus, the differences identified have minimal influence on taxpayer

compliance and the entrenchment of the tax gap.

86



A discussion follows below on each of the subgroup factors and the related individual
factors. The positive, negative or no influence vote that is allocated to a factor is
discussed in terms of the finding in the primary study. The relevant primary study is

included within brackets in the discussion that follows.

5.3.3 Tax administration

Section 2.8.4 indicated that tax administration refers to the way tax policy is
implemented and managed by tax authorities (Stiglingh, et al 2021:1157). Table 5.3
indicates that taxpayer compliance is predominantly influenced by the constraints that
the taxpayer experiences in the tax administration system (CO= 26.6% votes) and the
effects of societal influence on the perceived fairness of the tax administration system
(SI = 24.47% votes). The votes count in Table 5.3 shows that the dimension relating
to taxpayer's behavioural intent had the smallest influence on the tax administration
subgroup with a vote count of 1.06%, and therefore exerts a minimal influence on
entrenching the tax gap. Each dimension within tax administration and the factors
within each subgroup, that influence taxpayer behaviour is discussed below.
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5.3.3.1 Constraints

Figure 5.3 below shows those factors, within the TPB dimension of CO, that have a
positive, negative, and non-effect on tax administration. Factors that are identified in
this subgroup arise due to the influence of constraints imposed on the taxpayer by the

tax administration system.
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Figure 5.3 — Positive, negative, and non-effect of individual tax administration
factors in the CO dimension of TPB

Figure 5.3 shows that seven categories of factors and 25 individual factors/votes
influence taxpayer compliance within the TPB dimension of CO. Two factors influence
tax compliance negatively, five factors influence tax compliance positively and three
factors have no influence on taxpayer compliance. A negative influence indicates
negative taxpayer compliance that contributes to the entrenchment of the tax gap. A
positive influence indicates that taxpayers have a positive attitude towards tax
compliance and thus influences a narrowing of the tax gap. Non-influence factors

generally do not influence taxpayer compliance or the tax gap.
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The five factors that were found to have had a positive influence on taxpayer behaviour
include the administration of tax audits; penalty frameworks; taxpayer monitoring
procedures; taxpayer knowledge of tax and e-Filing. Each of these factors is discussed

below.

Administration of tax audits — Tax audits refer to tax enforcement methods where the
tax authorities subject the tax affairs of a taxpayer to a detailed audit to confirm
compliance with tax laws and prescripts (see Section 2.6.1). Allingham and Sandmo
(1972: 324) confirm that tax audits influence taxpayer compliance. The vote counting
exercise conducted found that the way the affairs of the taxpayers are audited
positively influences taxpayer compliance. Eight votes identified three characteristics
that influenced taxpayer compliance positively. Firstly, the probability of the taxpayer
being audited, that is, where the taxpayer believed that there was a high probability of
being audited, the taxpayer would comply with taxation obligations to avoid penalties
or other sanctions being imposed (Nguyen, et al 2020: 65). Secondly, an increase in
the frequency that an individual was subjected to an audit, that is the number of times
that a taxpayer could be audited influenced the taxpayer because of the probability
that tax audits were an ongoing enforcement process and not a once-off exercise.
Thus, tax audits have a positive influence on taxpayer compliance and contribute to
reducing the tax gap (Alm, Enami, and Mckee 2020: 147). Finally, the timing of
feedback provided to the taxpayer after the conducting of a tax audit positively
influenced taxpayer compliance. Delays in providing audit feedback resulted in greater
compliance, as such delays created apprehension in that the taxpayer believed that
his/her tax affairs are subject to a high degree of scrutiny and thus resulted in greater
tax compliance (Kogler, Mittone and Kirchler 2016: 81). It can be concluded that within
tax administration, the way tax audits are administered has a significant influence on
tax administration - 32% or 8/25 votes, however, its overall influence on tax

compliance is moderate with 8.5% or 8/94 votes.

Tax penalty frameworks refer to the enforcement methods implemented by the tax
authorities to deter taxpayer non-compliance. Enforcement methods include
specifying and applying the penalties and sanctions that are applicable for not
complying with tax laws and obligations. The vote counting exercise resulted in three

votes indicating that a tax penalty framework that prescribes the various penalties

89



imposed on taxpayers for non-compliance with taxation obligations positively
influences taxpayer compliance. Taxpayers view penalties such as paying fines
negatively and thus choose to comply with taxation obligations rather than incur such
penalties (Hoa, Lien and Tuan 2019: 3; Terzic, Dzakula and Muminovic 2020: 33). Tax
penalty frameworks have an overall low influence, on tax compliance, with 3.10%

(3/94), and therefore could be regarded as being insignificant.

Taxpayer monitoring procedures are procedures such as tax inspections implemented
by the tax authorities to monitor taxpayer compliance with taxation obligations, which
results in positive taxpayer compliance. The vote counting exercise indicates that 3 of
the 94 votes or 3.10% found that frequent, regular tax inspections created feelings of
apprehension in the taxpayer. Feelings of apprehension motivated taxpayers to
positively comply with taxation obligations (Gillitzer and Sinning 2020: 3). Tax
monitoring procedures within tax administration has a low influence on tax compliance

and is regarded as insignificant.

Knowledge of tax laws — refers to taxpayers possessing an understanding of tax laws
and tax administrative processes, how to manage their tax affairs and the
consequences of tax non-compliance (see. Section 2.8.2). Zandi, Aslam and Elwah;
(2016: 192) argued that taxpayer non-compliance is attributable to low levels of
taxpayer knowledge. Thus, knowledge of tax laws creates a positive taxpayer attitude
towards compliance with tax laws and taxation obligations (Hoa, Lien and Tuan 2019:
7). Three of the 94 votes or 3.10% of votes indicate that taxpayer knowledge positively
influences taxpayer compliance. Therefore, knowledge of tax laws has a low influence

on tax compliance and is regarded as an insignificant factor.

e-Filing —e-Filing refers to the electronic online tax return filing system implemented
by the tax authorities which taxpayers utilize to submit their tax returns (see Section
2.4.1). Taxpayers may be able to submit their tax returns either manually or
electronically. The study found that e-Filing has an indirect positive impact on taxpayer
compliance as it reduces the complexity and the costs of compliance associated with

complying with tax laws (Kochanova, Hasnain and Larson 2020: 1). This finding is of
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low significance as only one vote (1.06%) identified e-Filing as a factor that influences

taxpayer compliance.

The two factors that negatively affect taxpayer compliance include the complexity of
the tax administration system and improper tax administration practices. Each factor

is discussed in greater detail below:

The complexity of the tax administration system — The simple vote-counting exercise
resulted in two of the 94 votes (2.13%) relating to the subgroup category of tax
administration, indicating that the complexity of the tax system adds to the taxpayer’'s
feelings of ambivalence towards complying with tax laws and obligations. Complex tax
systems raise negative emotions in taxpayers especially when the taxpayer finds the
tax system to be complicated to understand. Consequently, complex tax systems hurt
taxpayer compliance. The correlation between the complexity of the tax administration
system and taxpayer compliance was emphasized by Musimenta (2020: 1) and
Rashid (2020: 1). However, two votes suggest that this factor has a low influence on

tax compliance and therefore does not significantly contribute to entrenching the tax

gap.

Improper tax administration - tax administration systems that are wasteful, inefficient
and do not address the needs of the taxpayer add to the feelings of distrust and
detachment, contributing to tax evasive practices (Sharma and Singh 2018: 11).
According to Kamasa, Adu and Oteng-Abayie (2020: 76) (see Section 2.8.4) poorly
administered systems attract negative taxpayer perceptions of public trust in the
government. One vote (1.06%) suggests that a poorly administered tax system arising
from inefficient systems and poorly designed administrative procedures constrained
the taxpayer from complying with his tax responsibilities (Rashid 2020: 14). It can
therefore be concluded that improper tax administration has a low influence on

taxpayer compliance and therefore a low influence on entrenching the tax gap

Three factors were found that did not affect taxpayer compliance. These three factors
include tax rates, taxpayer monitoring procedures and e-Filing. Both taxpayer

monitoring procedures and e-Filing were discussed, previously, as positive influences,
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however, vote counting noted that these factors were also identified in other studies
that produced results that were different from those mentioned above.

Tax rates - The vote counting exercise indicates that the tax rate or percentage at
which a taxpayer's income was taxed did not significantly influence taxpayer
compliance. Of the possible total of 94 votes, three votes (3.19%) regard the tax rate
as a factor that influenced taxpayer compliance (Alshirah and Abdul-Jabbar 2020:
396). It can therefore be concluded that the rate at which taxpayers’ incomes were
taxed had a low influence on taxpayer compliance and by extension, a low influence

on the tax gap.

Taxpayer monitoring procedures — The vote counting exercise found that one study
(1.06%) suggested that there was no relation between monitoring and taxpayer
compliance. However, as this was just one vote the conclusion may be made that the

finding is insignificant (Masclet, Montmarquette and Viennot-Briot 2019: 22).

e-Filing — The vote counting exercise conducted indicated that one vote (1.06%) found
that the availability of e-filing facilities had no impact on taxpayer compliance as
taxpayers regarded e-Filing as an administrative tool that did not influence the
taxpayers’ overall attitude towards compliance with taxation obligations (Defitri and
Fauziati 2018: 158). This finding could be regarded as being insignificant as it

represents only one vote.

5.3.3.2 Societal influences

The tax administration subgroup within the Sl dimension of TPB (see Figure 5.4)
identified seven categories of factors and 23 individual factors/ votes, that influenced
taxpayer compliance. Factors within this subgroup relate to the influence of peer
behaviour on taxpayers’ perceptions of trust and fairness in government. Taxpayers
who perceive that the tax administration system is unfair tend to exhibit tax non-

compliant behaviour.
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Figure 5.4 — Positive and non-effect individual tax administration factors in Sl

Figure 5.4 shows that six Sl factors influenced tax compliance positively whilst one
factor exerted no influence on taxpayer compliance. The six factors that influenced
taxpayer behaviour positively, includes the fairness of the tax system, approach to tax
enforcement, social norms, whistleblowing, tax amnesties and satisfaction with the
services rendered by the tax authorities. Social norms, whistleblowing and tax
amnesties are discussed as tax enforcement strategies. These individual factors are

discussed below:

Fairness of tax systems refer to the taxpayer's perception of the integrity and
objectivity applied by tax authorities in administering tax policies (Guzel, Ozer and
Ozcan 2019: 84). Farrar et al, (2020: 498) indicated that a fair tax system influences

compliance positively (see Section 2.8.3). Three significant characteristics influence
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the perception of taxpayers with administering tax policies. Taxpayers perceive that
the tax administration system is fair where all taxpayers are treated equally in the
application of tax rules, tax authorities implement measures and systems to resolve
disputes raised by taxpayers, and the tax burden is distributed evenly and equitably
amongst all taxpayers. The vote counting exercise indicates that the fairness of the
tax systems is the most significant factor in the tax administration subgroup. The vote
counting exercise conducted resulted in 11 of 94 (11.70%) votes to find that the
fairness of tax systems positively influences taxpayer compliance. The fairness of the
tax systems thus has a significant influence on taxpayer compliance and entrenching
the tax gap (Damayanti, Nastiti and Supramono 2020: 10; Inasius 2019: 376; Van
Dijke, Gobena and Verboon 2019: 1).

Approach to tax enforcement - The vote counting exercise indicates that tax authorities
who followed a balanced approach to enforcement positively influenced taxpayers’
perceptions of trust in tax authorities. A balanced enforcement approach required the
tax system to not excessively regulate tax enforcement. The slippery slope framework
indicates that taxpayers tend to trust tax authorities who favoured a less antagonistic
approach to tax compliance (see Section 3.7). Consequently, taxpayers tended to trust
tax authorities based on their interactions with tax authorities and viewed tax
authorities who approached tax enforcement in a manner that places a high level of
trust in the taxpayer to comply with tax obligations, positively. High trust by the tax
authorities raises positive emotions in the taxpayer and reduces negative attitudes
toward tax authorities. The reduced negative taxpayer attitude positively influences
taxpayer compliance thus decreasing the tax gap (Olsen, Kasper, Enachescu, Benk
et al, 2018: 43). This factor has a low influence on tax compliance with a 5.3% (5/94)
vote count and could be regarded as a factor that does not significantly influence

taxpayer compliance and the resulting tax gap.

Satisfaction with the services rendered by the tax authorities - Satisfaction with the tax
authorities refers to the level of satisfaction experienced by taxpayers with the services
rendered by the tax authorities. The vote counting exercise indicates that this factor
has a low influence (three votes or 3.19%) on taxpayer compliance. The study also

found that taxpayers’ satisfaction with the services rendered by, and the efficiency of
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operations of, the tax office positively influenced taxpayer compliance. A high
satisfaction level with the tax office has a positive impact on taxpayers’ perception of
the efficiency of government, as taxpayers tend to place more trust in civil servants
who are honest, well trained and competent. Taxpayers are therefore willing to comply
with tax laws and their tax obligations as they believe that their tax contributions will
be properly and competently administered (Lois et al, 2019: 277; Nikulin 2020: 111).

Tax enforcement strategies - The vote counting exercise found that three votes
suggest a positive correlation between tax enforcement measures such as
whistleblowing and tax amnesty programmes, and taxpayer compliance. Taxpayers
responded positively to tax amnesty programs as it influenced their perceptions of
fairness in the tax administration system and increased their trust perceptions in
government. Taxpayers believed that tax authorities were acting in the best interest of
society by not punishing taxpayers. Whistle-blowing programs had a positive impact
on taxpayer compliance as taxpayers viewed whistleblowing as part of their civic duty
to inform the authorities on the non-compliant tax activities of their peers (Alm,
Bloomquist and Mckee 2017: 587; Masclet, Montmarquette and Viennot-Briot 2019:
22-25). The influence of the tax enforcement strategies with 3/94 votes, however, has
a low influence on tax compliance and could be regarded as being insignificant in

entrenching the tax gap.

Social consciousness - The vote counting exercise found that one factor, social
consciousness, did not influence taxpayer compliance within the tax administration
subgroup of the SI dimension of TPB. Social consciousness refers to society’s
perceptions of the way tax contributions are utilized by the government to finance
foreign policy priorities. The vote counting exercise indicates that appeals to social
consciousness regarding funding the greater well-being of society from tax
contributions did not influence tax compliance as taxpayers appeared indifferent to
issues affecting the broader society (Masclet, Montmarquette, and Viennot-Briot 2019:
22-25). It can be concluded that the influence of this factor is insignificant, with only

one vote.
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5.3.3.3 Behavioural influences

The tax administration subgroup within the Bl dimension of TPB (see Figure 5.5)
identified one individual factor/vote that influenced taxpayer compliance. Tax
administration factors in this dimension arise because of the influences that the factor
has on the taxpayer’s perceptions of moralistic behaviour. Tax administration systems
that encourage moralistic taxpayer behaviour influence taxpayers’ intentions towards
tax compliance positively.
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Figure 5.5 — Positive tax administration factor in Bl dimension

Figure 5.5 indicates that tax authorities who foster a positive approach to tax
administration inculcate positive taxpayer compliance. The vote counting exercise
indicates that synergistic or antagonistic approaches to tax administration - the way
taxpayers were treated by the tax authorities - had a positive influence on taxpayers’
tax morale. The finding suggests that taxpayers who were treated with trust by tax

authorities, rather than being treated antagonistically where tax authorities act as
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police, created a positive synergy between the taxpayer and the tax authorities.
Resultantly higher tax morale is created, resulting in a positive influence on taxpayer
compliance which resulted in reducing the tax gap (Igbal and Sholihin 2019:232). It

can be concluded that the influence of this factor is insignificant, with only one vote.

The simple vote-counting exercise conducted found that tax administration was the
most significant subgroup of factors that influences taxpayer behaviour with 52.13%
or 49 of the 94 votes. The vote counting within this subgroup indicates that 42.55%
(40/94) of the votes suggest that there is a significant positive correlation between tax
administration and taxpayer compliance. The most significant factors in this
subcategory, in order of dominance, are the fairness of the tax system; tax audits, the
approach to tax enforcement; knowledge of tax laws and prescripts; monitoring and
satisfaction with the tax authorities’ office. It can therefore be concluded that the
individual tax administration factors do contribute to the tax gap. Positive factors
reduce the tax gap, whilst negative factors increase the tax gap. Tax authorities should
take note of these factors to further entrench positive factors whilst implementing

measures to reduce the negative and non-effect factors.

5.3.4 Behaviour

Behaviour is a subgroup factor that refers to the response of taxpayers to tax laws and
prescripts. Taxpayers exhibit the following two tax compliance behaviours: (1)
Compliance with the tax laws and prescripts (tax compliance); or (2) non-compliance
with tax laws and prescripts (tax evasion) (see Section 2.6). Taxpayer behavioural
tendencies are only influenced by the taxpayers Bl towards tax compliance (see
Section 5.3). Figure 5.6 below identifies 12 individual factors in the Behaviour
subgroup factor of the Bl dimension of TPB that influences taxpayers’ compliance with

tax prescripts and obligations either positively or negatively.
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Figure 5.6 — Positive and negative factors influencing taxpayer behaviour in Bl

Figure 5.6 shows that nine factors influence taxpayer compliance positively, and three
individual factors that influence taxpayer compliance negatively. The vote counting
indicates that each factor exerts a low influence on taxpayer compliance, with only a
single vote per factor. It can therefore be concluded that there are no dominant factors
within this subgroup that influences taxpayer compliance. Each factor, however, will
be discussed in greater detail as this subgroup, represents 12.77% of all votes and

therefore cumulatively provide useful insights into taxpayer compliance.

The nine individual factors that influence taxpayer compliance positively are: corporate
reputation; gender; high tax morale; national pride; patriotism; peer influence;
personality traits; taxpayer compliance with other tax laws; and taxpayer attitude

towards tax evasion. These nine individual factors are discussed below.
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Corporate reputation — The reputation of large companies was a factor that influenced
taxpayer behaviour positively as large companies generally try to avoid any social
stigma associated with reputational damage arising from trading and operating. The
study found that those large companies have a reputational risk by not complying with
tax prescripts and hence voluntarily comply with tax laws (Nguyen, et al 2020:67).
However, the study found only one vote in favour of corporate reputation. It can
therefore be concluded that corporate reputation has a low influence on taxpayer

compliance and therefore a low influence on entrenching the tax gap.

Gender of taxpayers —The vote counting exercise conducted indicated that a single
study found that gender was a factor that influenced taxpayer compliance. The primary
study found that females tended to exhibit a greater moralistic stance regarding ethical
behaviour, and consequently had a higher level of tax morale resulting in higher levels
of tax compliance (Rashid 2020: 2). Gender, however, did not feature highly in the
vote count, reflecting a single vote, hence it is unlikely that this factor influences

taxpayer compliance significantly.

National pride and patriotism —National pride and patriotic behaviour refer to the levels
of pride that taxpayers feel towards their county. The level of taxpayer’'s national pride
influences taxpayer compliance. Two votes indicated that feelings of national pride
and patriotism resulted in positive associations towards tax compliance. National pride
influenced and reinforced the alliances of citizens and led to an attitude where citizens
would want to be tax compliant to participate in the financing of public goods and
services. Moreover, these citizens felt that the country was important to them, hence
they should pay taxes when the need arose (Musimenta et al, 2019: 24). Patriotic
taxpayers considered it their duty to pay taxes and believed that tax noncompliance
activities were unpatriotic and not in the best interests of the country. Consequently, a
patriotic attitude resulted in high taxpayer compliance and a reduced tax gap (Alshirah
and Abdul- Jabbar 2020: 396). This factor has a low influence on tax compliance with

only two votes.
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Peer influence and high tax morale — Peer influence refers to the influence that other
taxpayers within the taxpayer’s social circles have on a taxpayer’s attitude towards tax
compliance. Two of the 94 votes suggest that high tax morale amongst the taxpayer’'s
peers has a positive influence on taxpayer compliance, as taxpayers are more likely
to be tax compliant when they believe that other taxpayers — their peers - within their
social circle are also complying with their tax obligations (Alm, Bloomquist and Mckee
2017: 589; Jolodar, Ahmadi and Imankhan 2019: 139). This factor could be regarded

as insignificant with only two votes.

Personality traits of taxpayers — Personality traits refer specifically to a taxpayer’s
ethical foundations. One study found that the personality traits of a taxpayer positively
influenced compliance with tax laws. Taxpayers who had strong ethical foundations
relating to moral judgements, such as paying or not paying taxes, and taxpayers who
displayed a strong propensity to feel guilt and shame when not complying with their
tax obligations behaved positively and tended to exhibit greater compliance behaviour
(Jacquement et al, 2019:1). The ethical foundations of taxpayers were identified in a

single vote and could be regarded as being insignificant.

Compliance with other tax laws —Compliance requirements of other tax laws, such as
a taxpayer complying with donation tax laws, influenced the tax morale of the taxpayer
positively and resulted in increased compliance with all relevant tax laws. As an
example, complying with VAT laws had a positive influence on compliance with PIT

(Williams 2020: 43). This factor could be regarded as insignificant with only one vote.

Attitude towards tax evasion — Taxpayers could view tax evasion as acceptable
behaviour (positive behavioural association) or as a behaviour that was unacceptable
(negative behavioural association). One study had indicated that taxpayers who had
a negative attitude towards tax evasion, that is, they had a positive attitude towards
tax compliance, viewed tax evasion as not moralistic behaviour (Hamdah, Rahmadya
and Nurlaela 2020: 300) This factor could be regarded as insignificant with only one

vote, implying that it has a low influence on tax compliance.
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The three individual factors that negatively affected taxpayer compliance in the
subgroup factor of behaviour is the influence of client’s instructions on tax consultants,
the influence of social norms on tax consultants and taxpayer attitude towards tax
evasion. The influence of client’s instructions on tax consultants and the influence of
social norms on tax consults are discussed under the factor of behaviour of tax

consultants.

The behaviour of tax consultants — Tax consultants are those persons who render tax
compliance advisory services to clients. Clients instruct tax consultants to arrange tax
matters such that the least amount of taxes become due to the tax authorities. These
tax consultants are therefore subjected to the influences of the social norm expectation
that a tax consultant must reduce the tax obligations for their clients. Resultantly, the
client’s instructions and tax consultant’s social norms had a negative influence on
taxpayer compliance (Misra, Sugiri, Suwardi and Nahartyo 2020: 135). The vote
counting exercise found that two (2) of the 94 votes (2.13%) suggest that the client’s
instructions to tax consultants negatively influence the behaviour of tax consultants.
The low percentage suggests that the compliance behaviour of tax consultants has a

minimal influence on entrenching the tax gap.

The attitude of taxpayers towards tax evasion — The vote counting exercise found that
1 of the 94 votes suggested that taxpayers who viewed tax evasion as being a less
serious crime when compared with other crimes such as buying stolen goods;
accepting bribes; accepting benefits not due or avoiding paying the fare on public
transport. The perception of being the lesser crime has had low tax morale as
taxpayers viewed tax evasion as not being illegal (James, et al 2019: 563). The low
vote of 1.06%, however, indicates an insignificant correlation between taxpayer

attitude to tax evasion and taxpayer compliance, thus a minimal influence on the tax

gap.

Although the vote count found no single factor that has had a significant influence on
taxpayer behaviour, it was noted that there were 12 individual votes regarding

taxpayer behaviour and that these votes only related to the Bl dimension of TPB. The
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cumulative influence of this subcategory factor on taxpayer compliance and the tax
gap may therefore be significant.

5.3.5 Institutional Governance

Institutional governance (IG) refers to the way the various organs of the government
manage the laws and the tax resources of a country (Horodnic 2018: 870). Table 5.3
indicates that IG is influenced by two dimensions of TP. These two dimensions are Bl

and Sl and are discussed below.

5.3.5.1 Behavioural intent

The way governments manage the various organs of state influences the behavioural
intent of the taxpayer towards tax compliance. Torgler and Schneider (2009: 6)
indicate that taxpayers respond positively towards tax compliance when their intrinsic
motivation towards tax compliance is high (See Section 2.8.1). Figure 5.7 indicates
that five categories and six individual factors influence taxpayers’ intrinsic motivation

towards tax compliance.
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Figure 5.7 — Negative factors influencing IG factors in Bl dimension of TPB

Figure 5.7 indicates the four factors of Bl that relate to taxpayers’ feelings regarding
their sense of belonging in a country, feelings of discrimination, public despair and not
being part of the country’s democratic institutions (discussed collectively under
taxpayer concerns). The final factor that influences taxpayer Bl relates to the

taxpayers’ perceptions of governmental corruption.

Taxpayer concerns — Vote counting indicate that there are four fundamental concerns
of the taxpayer that influences IG. These concerns relate firstly to the taxpayers’
feeling of belonging in a country. Secondly, feelings of discrimination. Thirdly, the
feelings experienced by the taxpayer associated with not being part of the countries
democratic intuitions (detachment) and finally, feelings of discrimination experienced

by the taxpayer. Collectively these concerns represent 4 of the 94 votes. Taxpayer
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feelings relating to a sense of belonging or participation in the country, discrimination,
detachment with the government and public despair influenced tax morale negatively.
These feelings lead to a decline in the level of taxpayer satisfaction with the way the
government manages tax revenues and contributed to an overall sense of despair as
taxpayers believe that the government institutions are detached from their citizens
(Sharma and Singh 2018: 5). Additionally, taxpayers’ perceptions relating to
discrimination entrench these feelings of detachment, as taxpayers do not feel that
they belong in a country. These perceptions, therefore, result in negative feelings of
trust towards the government thus prompting tax evasive behaviour. The consequence
of such taxpayer concerns includes the exiting of taxpayers from the formal economy
by seeking respite in the shadow economy. The consequence of such taxpayer
behaviour includes the emergence of negative economic conditions such as high
inflation and inadequate public services (Sharma and Singh 2018: 11). It is unlikely
that this factor influences taxpayer compliance significantly as it represents only 4.2%

of the votes and could be regarded as being of low significance.

Corruption — Corruption refers to taxpayer perceptions of whether the government is
viewed as being an institution that is beset by corrupt practices. Vote counting (2/94
votes) indicated that corrupt activities by those individuals who are empowered with
governance obligations, for example, government officials, bureaucrats and politicians
have a negative influence on taxpayer compliance, as taxpayers develop negative
trust emotions towards the government which results in low tax morale (Bertinelli,
Bourgain and Leon 2020: 4). The influence of corruption has a low influence on

taxpayer motivations and unlikely influences taxpayer compliance, individually.

5.3.5.2 Societal Influence on public accountability in institutional

governance
Societal influence relates to the effects of peer influence relating to the fairness and
trust perceptions of taxpayers towards the government. Figure 5.8 indicates that one
category of factors and 5 individual factors related to government accountability

influences taxpayer behaviour.

104



Dimension - '

Sl Dimension

Values
Count of No association

Subgroup _Y
Factor =

Accountability mechanism
of Government
Count of Negative

association

Factorsin Subgroup
Institutional governance
[0}

Count of Positive
association

o 2 4 (=3

MNMumber of factors/ Votes

Figure 5.8 — Negative factor influencing IG, in SI dimension of TPB

Five votes indicate that poor accountability mechanisms of public institutions have a
negative influence on taxpayer trust in government. Accountability mechanisms refer
to government policies and other practices that are implemented by the government
to account to the public on government operations and performance. Accountability
mechanisms also confirm that systems are in place to sanction those officials who are
not acting by their delegated authority or the requirements of the law (Sobhkhiz et al,
2020: 16). Abelin (2012: 14) and Curi (2019: 61) indicate that poor accountability by
the government has a negative influence on taxpayer compliance as taxpayers
perceive governments as being untrustworthy especially when there is a lack of
political and social accountability (see Section 2.6.3). Taxpayers trust in government
arise from their legitimate expectations of government transparency and accountability
in government performance and also in addressing matters that are concerning to
taxpayers such as corruption and rampant public spending (Guzel, Ozer and Ozcan
2019: 84; Inasius 2019: 375; and Sobhkhiz et al, 2020: 167).
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The vote counting exercise conducted found that 11 of 94 (11.70%) votes suggested
a significant negative correlation between Behaviour factors and taxpayer compliance.
These results were influenced primarily by the Bl (six votes) and Sl (five votes)
dimensions of TPB. Consequently, individual behavioural factors influence the morale
of taxpayers negatively which has a corresponding negative influence on taxpayer
compliance. Poor government accountability mechanisms influence public trust in
government negatively which has a related influence on taxpayer compliance and the
tax gap.

5.3.6 Business characteristics

The business characteristics subcategory of factors refers to those factors that relate
to the ownership structure, size and the sector in which a business operates. These
characteristics were found to influence the behavioural intent that businesses owners
developed towards tax compliance. Figure 5.9 indicates that there are six categories
of factors and seven individual factors related to the characteristics of a business that

have either a positive, negative or no influence on the Bl of a taxpayer.
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Figure 5.9 — Negative, positive and non-influence factors relating to business
characteristics in Bl

Figure 5.9 indicates that five individual factors exert a negative influence on taxpayer
compliance, one factor has a positive influence, and one factor does not influence
taxpayer compliance. The five factors that influenced taxpayer behavioural intent
negatively are: entrepreneurs; sole traders; newly formed firms; firm size and sector

morale.

Entrepreneurs, sole traders, newly formed firms, and firm size: The tax morale of
entrepreneurial businesses that were newly formed, or operated as sole traders, were
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identified as being low with a vote count of four out of 94 votes (4.26%). The study
found that entrepreneurs who employed between one and nine employees had low
tax morale, as they believed that there were limited economic initiatives implemented
by the government to support small entrepreneurs, sole traders, and newly formed
small businesses. Consequently, the low tax morale exhibited by these businesses
negatively influenced taxpayer compliance (Nikulin 2020: 119; Williams 2020: 33). The
influence of these factors is low, and it is unlikely that these factors contribute

significantly to taxpayer noncompliance and to entrenching the tax gap.

Sector morale — Sector morale refers to the perceptions of tax morale of businesses
in the various business sectors such as retail, financial and manufacturing. One vote
indicated that business sectors that were reliant on government subsidies/ support,
such as the manufacturing sector, tended to have low tax morale as these sectors
believed that government did not support their sectors adequately (Williams 2020: 43).
Sector morale has a low influence on taxpayer behavioural intent and is unlikely to

influence tax compliance and the tax gap.

One vote indicated that factors relating to the ownership structure of a business
influenced tax compliance. The ownership structure of a business had a positive

influence on tax compliance.

Business ownership — Businesses that are run as corporate entities may be either
publicly or privately owned. One study found that the ownership structure of the
business was a factor that determined the behavioural intent of the taxpayer.
Businesses that are government-owned public companies were influenced by the
societal influence of public pressure relating to accountability and had a positive
behavioral response to taxpayer compliance. The study, however, did not investigate
the influence of the ownership structure of private companies (Nguyen et al, 2020: 65).
This study found, however, that the structure of ownership has a low influence on
taxpayer compliance. Finally, one study indicated that the business sectors in which a
taxpayer operates have no impact on tax morale This study indicated that there was
no association between the intent of the taxpayer to either evade or comply with tax

obligations and the business sector in which a taxpayer operates (Williams 2020: 43).
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As this constitutes a single vote it can be concluded that this factor has a low influence
on tax compliance and the tax gap.

5.3.7 Compliance costs

Tax compliances costs are the costs incurred by the taxpayer to comply with tax
obligations to the state. According to Stark and Smulders (2019: 802), these costs
include, inter alia, the costs incurred on consultants’ services to assist with the
completion of tax returns, the costs of tax accountants, and the costs incurred on other
related experts (see Section 2.84). Figure 5.10 below indicates that three votes

identified that compliance costs influenced taxpayer compliance.
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Figure 5.10 — Negative and positive votes influencing compliance cost in CO

The study found, as shown in Figure 5.10, that compliance costs negatively influence
taxpayer compliance. Two of the total of 94 votes indicated that compliance costs exert

a negative influence on taxpayer’s compliance behaviour, and one vote indicated that
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compliance costs have a positive influence on taxpayer compliance behaviour. The
two votes that relate to the negative influence are discussed first.

The study found that compliance costs are a constraint that has a negative influence
on taxpayer compliance behaviour, especially when the taxpayer incurs costs that are
non-tax deductible. Such costs include the costs of legal experts incurred to defend a
tax position. Taxpayers tend to inculcate negative emotions because of the additional
cost burden incurred by the taxpayer resulting from obligations to comply with tax
prescripts (Kotnik, Klun and Slabe-Erke 2020: 11). Compliance costs have a low

influence on tax compliance and are unlikely to influence the tax gap.

However, one vote suggests that costs of compliance include hidden costs such as
psychological costs and that these costs have a positive impact on tax compliance as
people generally pay experts to deal with the stress of their compliance obligations
(Faridy et al, 2016). These psychological influences on tax compliance appear

negligible and can be regarded as having a low influence on taxpayer compliance.

5.3.8 Tax policy

Tax policy refers to the formalised framework that governments develop under the
country’s prevailing laws that enable the levying and administration of taxes (Stiglingh
et al, 2021: 1). Figure 5.11 shows that there are five categories of factors and seven
individual tax policy-related factors that influence taxpayer compliance. All of these
factors are influenced by the CO dimension and imply therefore that these tax policy

factors arise from constraints imposed on the taxpayer because of policy design.
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Figure 5.11 — Negative and positive votes influencing tax policy in CO

Figure 5.11 shows that two votes were identified that indicated that the constraints
imposed by tax policy had a positive influence on taxpayer compliance. Four votes
were identified that indicated that the constraints associated with taxpayers influenced

taxpayer compliance behaviour negatively.

The two votes that indicated that tax policy had a positive influence on taxpayer
compliance included the taxpayer’s perception regarding policy development and the

penalty frameworks implemented by the tax authorities. These factors are discussed

below:
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Policy development — Policy development refers to the overall design of tax policy.
This factor indicates that one vote found a positive influence on tax compliance.
Taxpayers perceived that a tax policy system that was well designed, easy-to-
understand, and unambiguous had a positive influence on taxpayer compliance
(Frecknall — Hughes et al, 2017: 741). The one vote, however, indicates that the

influence of policy development has a low influence on taxpayer compliance.

Penalty frameworks - Tax penalty frameworks were discussed and defined under tax
administration (see Section 5.3.1.1). From a policy point of view, one vote indicated
that a penalty framework that prescribed sufficiently high penalty levels and includes
criminal measures discourage non-compliance and increases taxpayer compliance
(Terzic, Dzakula and Muminovic 2020: 33). The low vote count however indicates that
penalty frameworks have a low influence on taxpayer compliance and on entrenching

the tax gap.

Four votes identified that policy development, tax rate, tax amnesties, and high
regulatory burden influence taxpayer behaviour negatively. These factors are

discussed below:

Policy development - Tax policy that did not take into consideration taxpayers’
expectations regarding their treatment by tax authorities influenced taxpayer
behaviour negatively. Taxpayers have legitimate expectations regarding tax systems
(see Section 2.8.1) and perceive that tax policy design should include legislation to
preserve taxpayers’ rights. Taxpayers expect to be treated with respect, and also
expect that appropriate communication channels should exist to enable them to
address policy issues (Sobhkhiz et al, 2020:182;). Taxpayer expectations regarding
policy design to accommodate taxpayer expectations reflects only a single vote,
indicating that this factor has a low influence on taxpayer compliance and the

entrenchment of the tax gap.

Tax rate — Tax rates were discussed in section 5.3.1.1. The rate at which taxpayers
have taxed influences taxpayer compliance negatively. One vote found that tax policy
which was poorly designed resulting in high tax burdens on citizens influenced

taxpayers’ perceptions towards compliance negatively (Frecknall-Hughes et al, 2017:
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741). The ability-to-pay theory, discussed in section 3.2.1, suggests that tax rates
should distribute the tax burden equitably amongst taxpayers. The low incidence of

this factor in primary studies indicates a low influence on taxpayer compliance.

Regulatory burden - The study found that a tax system that imposes high tax burdens
on a taxpayer would increase tax evasive practices. Taxpayers do not perceive tax
evasion as being a social evil because of the sense of distrust and detachment to
democratic institutions (see Section 2.6.3) (Sharma and Singh 2018: 10). However,

the vote-counting exercise shows a low influence of one vote on taxpayer compliance.

Tax amnesties — Tax amnesties refer to the concessions made by the tax authorities
in respect of fines or penalties imposed for non-compliance to tax laws and obligations.
Tax amnesties may hurt taxpayer compliance as noncompliant taxpayers will continue
to evade taxes, in anticipation of future tax amnesty programs (Junpath, Kharwa and
Stainbank 2016: 97). Vote counting reflects a low influence of one vote related to tax

amnesty policies on taxpayer compliance.

5.3.9 Fiscal Administration

The fiscal administration subgroup relates to the influence of government economic
policies, specifically the regulation of trade and industry, on taxpayer compliance.
(Nikulin 2020: 111). Figure 5.12 below indicates that, within the CO dimension of TPB,
there are two factors related to fiscal administration that negatively influences taxpayer

compliance.
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Figure 5.12 — Negative factors influencing fiscal administration in CO

The two factors that impose constraints on tax compliant behaviour include business
regulation constraints and an excessive regulatory burden on businesses. Both factors

are discussed below:

Regulatory constraints imposed on businesses — Business owners are required to
comply with fiscal administration requirements such as obtaining trading and/ or
business licenses to legally operate their businesses. These requirements place
constraints on the taxpayer especially when the related administration systems are
poorly implemented and managed, which result in excessive time delays and onerous

compliance requirements (Kamasa, Adu and Oteng-Abayie 2019: 136; Nikulin 2020:
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111). Two votes indicate that the regulatory constraints imposed on business have a
negative influence on an organisation’s decision to practise tax evasion (Kamasa, Adu
and Oteng-Abayie 2019: 136; Nikulin 2020: 111). Taxpayers find it easier to trade in
the shadow economy rather than operate in the legal economy because the legal
economy requires additional cost, time and effort in complying with trade regulations
(Kamasa, Adu and Oteng-Abayie 2019: 136; Nikulin 2020: 111). It can be concluded

that this factor has a low influence on tax compliance and the tax gaps.

5.3.10 Economy

The economy subgroup factor in this study relates to the taxpayer perception of the
influence of government spending on public goods and services. Figure 5.13 shows
that taxpayer perception relating to government spending on public goods and
services negatively influences taxpayer compliance. The vote counting exercise
conducted indicates that these perceptions are influenced only by the SI dimension of
TPB only.
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Figure 5.13 — Negative economic factor in Sli
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Figure 5.13 shows that taxpayer perceptions on government spending influences their
perceptions regarding the fairness and trust in government. Government spending
refers to tax revenues spent on public goods and services that are necessary for the
economic development of a country. Government spending includes, inter alia,
expenditure on welfare programs, the provision of electricity and other basic services
(see Sections 1.3 and 2.6.3) The study found that the experience of taxpayers on the
relative ease of access to public goods and services influences their perceptions of
trust and fairness in the government. These experiences also influence taxpayer
compliance negatively because of the negative perception that government is
generally inefficient (Kamasa, Adu and Oteng-Abayie 2019: 137). Furthermore,
government corruption also influences these perceptions negatively, as it further
erodes the taxpayers trust in the government (Kamasa, Adu and Oteng-Abayie 2019:
137).

Finally, the vote-counting exercise conducted also indicated that the trust and fairness
perceptions in government, regarding the provision of public goods and services are
influenced by the level of tax rates imposed. Members of the public who have trouble
in accessing public goods or who are required to pay high costs to procure public
goods believe that they receive very little from the government in return for the taxes
paid and therefore resort to violence and other negative social behaviour. The recent
socio-political upheavals in South Africa during the period 12" to 16" July 2021, as
reported in the media, is an example of society’s response to dissatisfaction in
governments service delivery performance (Singh 2021:1). Taxpayers also respond
negatively to the government when they perceive that they receive very little from the
government, thus promoting tax evasive behaviour, thereby further entrenching the
tax gap (Inasius 2019:375). This factor has a low influence on tax compliance and the

tax gap with only two votes.
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5.3.11 Tax morale

Alm and Torgler (2004: 2) described tax morale as the intrinsic motivation of an
individual to pay taxes (see Section 2.8.1). Individuals who have a high level of tax
morale will behave positively toward complying with tax prescripts and tax obligations
(Torgler and Schneider 2009: 6) However, individuals who have low tax morale will
behave negatively and practise tax evasion (Horodonic, 2018: 870). Figure 5.14
indicates that the subgroup factor of tax morale is only influenced by the Bl dimension
in TPB.
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Figure 5.14 —Positive factor influencing tax morale in Bl

Figure 5.14 shows that socio-demographic factors such as the organisational form of
the business and its location has a positive influence on tax morale. Organisational
form refers to whether or not a taxpayer’s business is structured as a public or a private
company, or as a sole trader. The organisational form choice of the taxpayer
determines the businesses access to resources, as well as the type of corporate
culture adopted by the business. The study found, through the vote-counting exercise
conducted, that one vote indicated that public companies handle tax affairs more

professionally because they had sufficient resources to devote to tax compliance
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activities. Hence larger companies, with mature corporate cultures, complied with tax
laws and their taxation obligations (Pacaldo and Ferrer 2019: 55). The physical
location of the company also influenced tax morale. Organisations in the metropolitan
areas experienced higher tax morale because of their sense of belonging to the
financial and operational hubs in a country (Pacaldo and Ferrer 2019: 55). The
organisation form of the taxpayer has a low influence on compliance with a count of

one vote.

5.4 Summary

Table 5.4 summarises the results of the vote count. The results of the simple vote
count are presented by the category of factor that has the most significant influence
on tax compliance. Table 5.4 also indicates the negative factors that contribute to
entrenching the tax gap.
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Table 5.4 - Factors influencing tax compliance
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The simple vote count indicated that the most significant factor influencing tax

compliance is the fairness of the tax system, with 11.70% of all votes. Although

fairness of the tax system is the dominant factor influencing tax behaviour, it has a

positive influence on taxpayer compliance. The table, however, also indicates the

factors which entrench tax gaps, reflected in the “negative association” column. These

factors include the accountability mechanisms of the government with 15.63% of

votes, indicating that this is the dominant factor that entrenches tax gaps. Although tax

audits represented only 8.51% of the votes and were below the significance level of

10% (see Section 5.3.2), it is ranked moderately influential, as the second-largest
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factor that influences tax compliance positively. However, governmental interventions
of implementing a fair tax administration system, providing greater accountability of
government, and implementing regular, effective tax audits may result in increased

taxpayer compliance and a narrowing of the entrenched tax gap.

5.5 Study Findings

This MA research investigated the factors influencing taxpayer compliance with tax
laws and obligations that contributed to the entrenchment of the tax gap. The study
found that the robustness and quality of tax administration had a positive influence on
taxpayer compliance. By reviewing and synthesizing the various findings of 45 primary
studies conducted, this research produced a further robust conclusion that improving
government services and inculcating public trust in government correlates positively
with taxpayer compliance. The results of the heterogeneity analysis conducted
showed that individual factors relating to the tax administration subgroup factor played
an essential role in the influence of other factors affecting taxpayer compliance. This
therefore improved government services and exerted a positive influence on
compliance across all subgroup factors. Of the nine subgroup factors influencing the
relationship between the various tax compliance factors, only tax administration,
institutional governance, and behaviour have the potential to influence other
subgroups. In other words, the study found that the role of public trust in influencing

taxes was universal to all countries.

Table 5.5 below summarises the results of the systematic review from the perspective
of subgroups to correlate the results of the systematic review with the MA. Table 5.5
indicates the factors in each subgroup that influence taxpayer behaviour and indicates

the factors that have a negative compliance association and entrench tax gaps.
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Table 5.5 Factors entrenching tax gaps

Subgroups

Factor

Negative

26 of votes association

= Tax Administration Fairness of Tax System 11.70°2%6 0.002%56
Tax audits 8.51%26 0O.0026
Approach to tax enforcement 5.3226 0.00%6
NMonitoring 4.2626 0.002%26
Satisfaction with the tax office 3.19%6 0.00%6
Tax Rate 3.19%6 0.00%26
Knowledge of tax 3.19%6 0.00%2%26
E -filing 2.1326 0.00%2s%6
Complexity of Tax system 2.13%26 6.25%26
Penalty framework 2.1326 0.002%6
Improper administration 1.06%26 3.13%26
W histleblowing 1.0626 0.00%26
Social Consciousness 1.06%26 0O.00%2s6
Synergistic and antagonistic tax 1.06%26 0.00%2s6
Social Norms 1.062%26 0.00%26
Tax amnesties 1.06%26 0.0026
Tax Administration Total 52.132%26 9.38%%6
— Behaviour Personality traits 1.06%26 0.0026
Vat Vendors - other tax laws 1.06%26 0.00%26
Social Norms on Tax Consultants 1.06%6 3.13%6
Corporate Reputation 1.06%26 0O.002%6
Peer effects on compliance 1.06%6 0.00%26
Female Gender 1.06%26 0.00%6
Seriousness of tax evasion 1.062%26 3.13256
High tax morale 1.06%26 0O.0026
Tax evasion 1.06%26 0.00%26
National pride 1.06%26 0.002s6
Clients instructions 1.06%26 3.132%
Patriotism and National Pride 1.06%6 0.00%2%2s6
Behaviour Total A12.772%6 9.3826
= Institutional governance Accountability mechanism of Government 5.322%6 15.6326
Corruption 2.1326 6.2526
Public despair 1.06%26 3.1326
Discrimination 1.06%26 3.13%6
Concerns relating to legitmacy and identity-
feelings of belongings 1.06%26 3.1326
Detachment with democratic institutions 1.06%256 3.1326
Institutional governance
Total A11.70°26 34.382%6
= Business characteristics Sector Morale 2.1326 3.1326
Structure of business ownership 1.0626 0.00%6
Sole traders 1.0626 3.1325
Firm Size 1.06%26 3.13%6
Entrepreneurs 1.06%26 3.1326
Newly formed Firms 1.06%26 3.1326
Business characteristics
Total 7.-45%% 15.6326
— Tax Policy Penalty framework 2.132%6 0.00%26
Policy Development 2.1326 3.1326
Tax amnesties 1.06%26 3.1326
Tax Rate 1.0626 3.1325
Regulatory burden 1.0626 3.13%26
Tax Policy Total 7.45%% A12.502%256
—I Compliance costs Cost of Tax Compliance 3.19%26 6.252%6
Compliance costs Total 3.192%6 6.25%%
— ECconomy Perception of government spending 2.1326 6.2526
Economy Total 2.13%56 6.25%6
— Fiscal Administration Regulatory burden 1.06%6 3.1326
Business constraints 1.06%6 3.1326
Fiscal Administration Total 2.1326 6.252%26
Socio demographic influences on
— Tax morale Compliance 1.06%26 0.002%6
Tax morale Total 1.06%5 0.00%2%6

Grand Total

The findings derived from the systematic analysis of data are discussed

100.00°%25

100.00°%256

in four

categories, viz., the quality of the tax administration system, response of taxpayers to

tax laws and prescripts, the taxpayers trust in the government and tax policy. These

four categories of findings are discussed below.
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5.5.1 Quality of the tax administration system

The MA and systematic review identified that the quality of the tax administration
system has a significant positive factor influencing taxpayer compliance. A positive
influence means that taxpayers comply with tax laws and obligations that result in
reducing the tax gaps. The study found that the most significant factor that influenced
the quality of the tax administration system is the fairness of the tax administration
system implemented by governments. The study found further that procedural fairness
in the tax administration system comprised a significant element of a good tax
administration system. Taxpayers recognise procedural fairness when all taxpayers
are treated equally, the tax burdens amongst taxpayers are equitable and that
objective procedures are in place to address taxpayer disputes with the tax authorities
(see Section 5.3.1.2).

Other factors that contributed to the dominance of the quality of tax administration
were the conducting of regular tax audits by the tax authorities and the robustness of
taxpayer compliance enforcement activities by the tax authorities. The study found that
taxpayers responded positively to being fairly audited by the tax authorities. Taxpayers
also responded positively to the existence of a reasonable probability of being audited.
Frequent, rather than once-off tax audits, encouraged taxpayers to comply with tax
laws and their tax obligations (see Section 5.3.1.1).

Enforcement activities implemented by the tax authorities had a positive influence on
taxpayer compliance and contributed to a reduction in the tax gaps. The study found
that taxpayers favoured a balanced approach to tax enforcement, where the tax
administration system placed trust in the representations made by the taxpayer, as
opposed to treating taxpayers as individuals who wanted to defraud the system.
Taxpayers also indicated that balanced enforcement would include an approach
where tax enforcement was not excessively regulated. Taxpayers indicated that such
a system would place high trust in the taxpayer to comply with his tax obligations, thus
reducing the need for the tax authorities to regulate every aspect of the taxpayer’'s

compliance obligations (see Section 5.3.1.2).

Monitoring of taxpayer compliance, an element of enforcement, exerted a positive
influence on taxpayer compliance, thus contributing to reduced tax gaps. The study

found that ongoing monitoring procedures such as tax inspections implemented by tax
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authorities, increased taxpayer compliance behaviour as taxpayers understood that
limited opportunities existed to practise non-compliant behaviour, since all taxpayers

tax affairs were under continuous scrutiny by the tax authorities (see Section 5.3.1.1).

A conclusion can therefore be drawn that taxpayers respond positively to tax
procedurally fair administration systems, subject all taxpayers to a frequent audit,
approach tax enforcement in a balanced manner and practise ongoing taxpayer
inspections. Good tax administration systems, therefore, increase taxpayer
compliance and result in a reduction in the tax gaps. However, should taxpayers’
experience that the tax administration system is unfair, they would resort to tax evasive

behaviour.

5.5.2 Taxpayer response to tax laws and prescripts

Taxpayers’ response to tax law and prescripts refer to those factors that influence the
behavioural subgroup identified in the MA and systematic review. No individual
dominant factor was identified in this subgroup, rather each of the individual factors
identified was analysed to be of equal significance. The study found that individual
factors which influenced the behavioural intent of the taxpayer represented the
majority of individual factors that had a positive influence on tax compliance. These
factors related to maintaining the positive reputation of business entities, taxpayers
who had high moral standards, taxpayers objecting to tax evasion, compliance with
other tax laws, peer effects on taxpayer compliance, females exhibiting greater
moralistic behaviour, patriotism and national pride, and high taxpayer morale (see
Section 5.3.2). The study found that taxpayer’s behavioural intent towards taxation is
influenced positively, primarily, by their social circles, moralistic behaviour and the
sense of national pride that taxpayers have for their countries. A conclusion can
therefore be drawn that taxpayer compliance is influenced positively, by the moralistic
behaviour of taxpayers, the national pride that taxpayers associate with their country
and their social circles. Although these factors influence tax compliance positively and
do not indicate factors that entrench widening of the tax gaps, the argument is put
forward that a change in taxpayers’ moral perceptions may have a negative influence

resulting in taxpayers engaging in tax evasive practices (see Section 6.6.1).
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5.5.3 Taxpayers trust in the government

The study found that taxpayers have legitimate expectations in government to manage
the laws and the tax resources of the country effectively to achieve the country’s socio-
economic development priorities. Taxpayers, therefore, trust that government will
design and implement the necessary policies and procedures to manage the country’s
socio-economic development agenda effectively and efficiently. The study found that
taxpayers hold the government accountable for their performance, hence the dominant
factor influencing taxpayer trust in governments was the transparency and integrity of
governmental accountability to the public. Politically, taxpayers expect transparent
behaviour and good governance from the organs of the state. Taxpayers base their
trust on the reported levels of corruption and maleficence in the government. Socially,
taxpayers hold governments accountable for the quality and ease of access to public

goods and services provided by the government.

The study found that society’s response to negative public trust, regarding political and
social accountability in government, can be violent and disruptive, increasing distrust
in government. The study found that taxpayer dissatisfaction and distrust in
governments results in tax evasion which contributes to further entrenchment of the
tax gaps. It can therefore be concluded that taxpayer compliance with tax laws and
obligations is influenced by their trust in the government. Taxpayer trust is influenced
by the level and integrity of accountability provided by the government to its public.

The study also found that that negative trust in government entrenches tax gaps.

5.5.4 Tax policy

The study found that taxpayers respond positively to well-designed tax policies that do
not place excessive tax burdens on the taxpayer and that were easy to understand.
The dominant positive factor in this subgroup was therefore policy development. Poor
policy development influenced taxpayer compliance negatively. Tax policies that did
not consider how taxpayers wanted to be treated resulted in negative taxpayer
compliance and further entrenchment of the tax gaps. It can therefore be concluded
that well-designed tax policies that are easy to understand and unambiguous, that
promote equitable tax burdens, and allows for taxpayer engagement with the
government on tax policy, influence taxpayer compliance positively. Positive taxpayer

compliance results in a reduction of the tax gaps.
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5.6 Conclusion

This chapter presented the study’s data and the results of the data analyses
conducted. The chapter also presented the conclusions arising from both the MA and
systematic data analyses conducted. Chapter 6 discusses the recommendations
emerging from this study, the alignment of the study with its purpose, the research

guestions addressed, and identifies areas for further research.
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CHAPTER 6: RECOMMENDATIONS

6.1 Introduction

The preceding chapter discussed the results of the meta-analysis conducted,
presented the results of the systematic review of the data, and discussed the
conclusions of the study. The results of the study conducted were presented through
descriptive analysis, random effects model-forest tree plot, subgroup categorisation,
and meta-regression analyses. The results of the systematic review were interpreted
following the Theory of Planned Behaviour to contextualise the positive, negative, and
no-influence factors on taxpayer compliance that were identified in the primary studies
included in this study. This chapter begins with a summary of the previous chapters
and proceeds to discuss the alignment of the results of the study with the purpose and
research questions. Thereafter it describes the contributions of this study to the
existing body of knowledge and also the intrinsic limitations of the study. The
recommendations of the study are then presented and the chapter concludes with a
discussion on the dissertation statement and identifies areas for further research

arising from this study.

6.2 Chapter Summaries

Chapter one noted that governments require funding to provide public goods and
services. Government funding is obtained through taxes imposed on its citizens.
However, it was argued that taxpayers would not willingly comply with tax laws and
their tax obligations and noted that such taxpayer non-compliance entrenches the tax
gaps. Chapter two reviewed the literature significant to taxpayer compliance and
identified tax evasive behaviour as the main contributor to the tax gaps. Socio-
demographic factors such as taxpayer morale, knowledge of tax laws and prescripts,
the design of tax policy, and the way taxes are administered were presented as
significant factors that influence taxpayer compliance. It was established that
institutional governance relating to trust, fairness, and effectiveness was a precursor

to taxpayer compliance and that the weakening thereof encouraged non-compliance.
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Chapter three discussed the theoretical bases underpinning this study and noted TPB
as the theoretical lens through which to conceptualise this study’s findings. Chapter
four discussed the study’s research methodology. The chapter discussed that the
study adopted a quantitative approach following the positivist paradigm. The chapter
also discussed that MA was applied as the analytical tool and that the PRISMA
approach would be applied to synthesize the results of the study. Chapter five
presented the data and the results of the analysis conducted. The chapter identified
that the fairness of the tax administration was a dominant factor that influenced tax

compliance behaviour with the resultant influence on the entrenching of the tax gap.

6.3 Alignment of study with the purpose

Several studies were conducted, globally, to identify factors that entrench the tax gap.
Tax evasion was identified, inter alia, as the most significant factor that entrenched the
tax gaps in both mature and emerging economies. However, limited studies exist that
presents a comprehensive analysis of the individual, dominant factors that entrench
the tax gap. This study attempts to address this void in the tax literature by presenting
a contemporary, comprehensive approach to synthesizing studies. The study,
therefore, provides an analysis of the factors that entrench tax gaps. This study
distinguishes itself from other studies in three areas of significance. First, PRISMA was
used to arrive at the final selection of the 45 primary studies conducted into taxpayer
compliance both in South Africa and globally, for the period 2015- 2020. Second, the
selected studies were synthesized with the systematic analysis identifying 94
individual factors that influence taxpayer compliance. These 94 factors were analysed,
and the similarities and differences were investigated. Third, two types of analysis,
being a MA and a systematic analysis were undertaken and reasons were suggested

for the similarities and differences found between the factors.

The purpose of this study was to integrate the results of previous studies conducted
on taxpayer compliance using the meta-analysis method to examine, understand and
analyse all potential factors impacting taxpayer compliance. This study addresses the

following important research questions to achieve its purpose:
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Research Question 1: What are the main factors emerging from primary studies, that

influence taxpayer compliance?

This question was resolved in chapters two and five. The study found that nine
subgroups of factors influence taxpayer compliance, namely (i) tax administration; (ii)
behaviour; (iii) institutional governance; (iv) tax policy; (v) compliance costs; (vi) tax
morale; (vii) business characteristics; (viii) fiscal administration; and (viiii) government
spending. The sub-group analysis identified tax administration as being the dominant
subgroup factor influencing taxpayer compliance with behaviour, institutional
governance, business characteristics, and tax policy exerting either significant or
moderate influence on the compliance behaviour of taxpayers. The systematic
analysis investigated the reasons for the results of the MA undertaken and found that
fairness of the tax administration system was the dominant factor (11.70%) within the
subgroup of tax administration. The tax authority's approach to tax audits also featured

significantly within tax administration with a vote count of 8.51%.

Research Question 2: What are the sources of variations, if any, among studies on the

main/significant factors influencing taxpayer compliance?

This question was resolved in Chapters two and five. Chapter two included a
comprehensive review of the relevant literature related to taxpayer compliance.
Chapter 5 gave effect to this question. Random-effects meta-analysis in chapter five
indicated that variability amongst studies was high, and implied that the proportion of
total variance among pooled studies was attributed to the heterogeneity of true effect
sizes. The variations, therefore, arose from the heterogeneity of the primary studies
conducted.

Research Question 3: What is the extent to which emerging factors contribute to the

tax gap?

The question was answered in chapter 5. The dominant factor that entrenched tax
gaps emerging from this study relates to the accountability mechanisms of
government. The accountability mechanism of government represented 15.63% of the

possible 94 individual factors votes which had a negative influence on taxpayer
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compliance. Additionally, government corruption scored 6.25% of the votes and
indicated a negative influence on taxpayer compliance. Other factors such as the
complexity of the tax system; costs of tax compliance and perception of government
spending, each represented 6.25% of the votes also confirming negative influence on

taxpayer compliance,

6.4 Contributions of the study

Attempts by researchers to provide a comprehensive summary of taxpayer
compliance factors are limited. Marandu, Mbekomize, and Ifezue (2015: 207-218)
provided a modern MA approach to synthesizing tax compliance studies. However,
the study conducted by Marandu, Mbekomize, and Ifezue (2015: 207-218) was limited
and may also be outdated, having focused on the period between 1985 and 2012. This
study analysed the factors influencing taxpayer compliance with tax laws and
obligations that influences entrenched tax gaps. The study identified four applied
contributions that, if implemented by tax authorities, will influence taxpayer compliance
positively, thereby contributing to reducing the entrenched tax gaps. These
contributions are discussed as recommendations in Section 6.8 below. Thus the study
contributes to the existing body of knowledge on taxation by identifying the factors that
entrench tax gaps and by providing recommendations to tax authorities, that when

implemented, will contribute to reducing entrenched tax gaps.

6.5 Limitations of the study

This study was conducted by identifying and analysing primary research undertaken
into taxpayer compliance with tax laws and obligations. Consequently, only identified,
available studies were considered. Therefore, the results of this study are influenced
by these identified, available primary studies. Itis conceded that other primary studies
may have been undertaken which, when factored into this study, may produce different

results.

A further limitation of this study is the adoption of a MA theoretical lens. It is

acknowledged that other research, adopting other theoretical lenses, such as the
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managerial lens, may produce different results. A third limitation is that the quantitative
approach to research has been followed in conducting this study. Other studies,
following other approaches such as the qualitative and mixed methods approaches,

may produce different results for this study.

The underlying behavioural assumption made in this study presents a further
limitation. An assumption is made that taxpayers will not voluntarily and willingly
comply with tax prescripts and obligations. The adoption of different behavioural
assumptions may produce results different from this study. In addition to the limited
assumption, only one behavioural factor was analysed, namely taxpayer compliance
to tax laws and obligations. It is acknowledged that expanding the scope of
behavioural factors such as considering and interrogating the influence of, inter alia,
religious beliefs, traditions, cultural considerations on taxpayer behaviour may lead to
different results.

Finally, the findings, conclusions, and recommendations in this study emanate from
secondary research. It is submitted that a primary study conducted may yield results
different from those of this study.

6.6 Recommendations

Several recommendations resulted from the key findings of this study. These
recommendations, if implemented by tax authorities, may well assist governments,
globally, in reducing the existing tax gaps in their countries and may also assist in
inhibiting the further entrenchment of existing tax gaps. The four main
recommendations offered, arising from the study’s findings, include: (1) tax authorities
should focus on improving the quality of their tax administration service; (2) improve
public morale; (3) increase public trust in the government, and (4) implement tax policy

reforms. Each of these recommendations is discussed below.
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6.6.1 Improving the quality of tax administration systems

Governments and tax authorities should monitor the quality of their tax administration
systems and focus on the fairness of tax administration as it is a dominant factor. The
quality of the tax administration system could be improved by focusing on four key
aspects of tax administration. These four key aspects are procedural fairness;
equitable distribution of tax burdens; frequent tax audits and balanced approaches to

enforcement. These aspects are discussed below.

6.6.1.1 Governments should develop procedural fairness in tax administration
processes to ensure that all taxpayers are treated equally

Tax authorities should focus on implementing the following six key reforms to ensure

procedural fairness in tax administering:

(i) Tax authorities should critically assess and further develop their information
technology systems that enable all tax returns to be assessed electronically. An
electronic system ensures that all taxpayers are assessed objectively by applying pre-
determined objective criteria. Tax authorities should therefore subject these criteria to
regular, independent evaluations to ensure their objectivity and relevance to all
taxpayers. Tax authorities should also develop a formal policy that ensures that criteria

are always kept objective and relevant.

(ii) Existing information technology system modules should be developed further and
enhanced to ensure that pre-determined assessment criteria, time frames, and other
administrative processes are pre-programmed to ensure that all taxpayers are

assessed objectively and equitably.

(i) The information technology system should be further developed to ensure that
objections are enabled electronically and subject to continuous, independent
evaluations. A standardised, objective approach to objections and appeals should be

created within the IT system.

(iv) Taxpayer appeals that require intervention by a tax officer should be subjected to
a system of auditing internally, and comprehensive records maintained of the audits

conducted, processes followed, and adjustments processed. Maintaining
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comprehensive records will enable the tax authorities to provide reasons and
justification to taxpayers for their decisions.

(v) Programmed edit checks should be incorporated into electronic tax systems that
enable the system to select taxpayers whose tax affairs require manual intervention
by the tax officers on a frequent basis. These taxpayers should be selected for internal
auditing to confirm that the taxpayer was assessed in accordance with the prevailing

tax policies.

(vi) Whistle-blowing policies and systems should be implemented/ enhanced by the
tax authorities to allow for the bona fide reporting of deviant and evasive taxpayer
conduct. Tax authorities should create the necessary mechanisms to investigate such
reports and to provide the necessary feedback to whistle-blowers.

6.6.1.2 Governments should ensure equitable distribution of the tax burden

Governments should prioritise reforms to ensure that the tax burden amongst their
citizens are equitable. These reforms should focus on three key areas which if
implemented, would achieve equitable tax burdens by reducing the tax gap and
increasing the tax base of a country. These reforms are (i) reduction of the shadow
economy; (ii) the implementation of cashless societies and (iii) tax reforms designed

to attract foreign investment. Each reform is discussed in detail below.

(i) Government should prioritise initiatives that increase the number of taxpayers
contributing to the tax base of a country. One such initiative would require strategies
such as government incentive funding for new businesses. These government funding
incentives could require that the new businesses register as taxpayers, and therefore
would also incentivise the business to join the regulated economy. The government
incentives advanced would be recovered from future tax revenue generated by the
business. Such initiatives may also reduce the size of the shadow economy which
would result in increased participation in the formal economy. For these people to
continue with their economic activities, they would have to comply with government
regulation and join the regulated economy which would consequently result in people
having to register as taxpayers. An increase in the registration of taxpayers will

increase the countries tax base. The increased tax base could therefore contribute to
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a reduction in tax burdens as more people would be paying taxes thereby increasing

taxation revenue.

(i) Government should implement long-term strategies to move from a cash economy
to a cashless economy. Cash is the most liquid of the mediums of transactions
exchange, therefore cash transactions are virtually untraceable. The liquidity of cash
could lead to the non-detection of large cash transactions by the tax authorities and
other government regulators. Therefore, government initiatives to guide economic
activities towards bank-regulated electronic transactions would increase transaction
visibility and assist governments and tax authorities in enforcing compliance with tax
laws and in detecting previously undetectable transactions. Electronically processed
transactions are easier to identify and monitor and will therefore result in a reduction

of the size of the shadow economy.

(iif) Government should adopt tax strategies from countries that utilise territory or zero-
based approaches to identifying the source of a taxpayer’s income. Territory-based
approaches are regarded as investor-friendly as only income earned within the
specified territory of a country is taxable, and other income earned globally is not
taxed. Territory-based approaches form the basis of tax systems in countries such as
Singapore. Zero-based approaches appeal to investors as zero-based systems
encourage investment into the country because investors pay little or no tax on their
investments and the resulting returns. The citizens of zero-based tax countries enjoy
the benefits of low or zero tax rates by the increased foreign direct investment into the
country. These strategies also encourage legal immigration into the country, thereby

increasing the tax base, thus resulting in increased tax revenues.

6.6.1.3 Governments should implement strategies that subject all taxpayers to
frequent monitoring activities

Governments should implement reforms that ensure that taxpayers are audited by tax
authorities frequently and that their tax affairs are subject to ongoing tax inspections.

These audits and monitoring reforms are discussed below.

(i) All taxpayers should be subjected to frequent audits by tax authorities. This can be
accomplished by implementing information technology changes to the tax system to

ensure that the tax system selects taxpayers for audits on a more frequent basis. The
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system should focus on taxpayers who earn income from sources other than
employment income. Taxpayers who earn income only from employment represent
low non-compliance risk, as their taxable remunerations are fixed, and taxes are
deducted by their employers as tax agents. Details of the accuracy of tax calculations
and the deductions processed can be obtained from employers. Taxpayers who earn
income from sources other than only from employment, present a higher non-
compliance risk and should therefore be subject to frequent random audits chosen

automatically by the electronic tax system.

(i) The electronic tax system should pre-select taxpayers whose tax affairs are
complex and represent a significant contribution to the tax base and subject these
taxpayers to more frequent inspections and audit procedures. These procedures could
involve frequent visits to the clients’ premises, inter alia, inspect the taxpayer's
operations and obtain an understanding of their tax systems. Such in loco inspections
also enable tax authorities to assess the impact that these systems have on the

completeness of the taxpayer’s tax returns.

6.6.1.4 Tax authorities should formulate balanced tax enforcement approaches

Tax authorities should develop reforms to ensure that their approach to tax
enforcement is not overly punitive and is designed to enhance voluntary taxpayer
compliance. These reforms should focus on (i) the design of enforcement procedures

and (ii) positive re-enforcement strategies.

(i) Tax authorities should implement measures to ensure that tax regulations do not
penalise taxpayers for computational errors or unintended non-compliance that arises
from, inter alia, gaps in taxation knowledge. The basis for applying such an
enforcement strategy would be to promote voluntary taxpayer compliance with their
tax obligations despite the taxpayer making legitimate mistakes or errors in calculating,
compiling, or submitting their tax returns. This strategy treats the taxpayer as a trusted
partner and may encourage voluntary compliance because of taxpayer understanding
that s/he will not be penalised for lack of knowledge of the tax system or unintentional

errors in the tax returns submitted to tax authorities.
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(i) A no penalty system for computational and other errors may, however, be abused
by the taxpayer. To discourage abuse of a no-penalty system, tax authorities should
design and implement positive reinforcement strategies, such as the completion of
mandatory education sessions for recurring offenses. Subsequent incidents may
thereafter be subjected to the penalty system for the same or similar offenses. In effect,
taxpayers are accorded opportunities to improve their knowledge of tax laws and
obligations before being penalised for any intentional errors or omissions in completing

tax returns.

6.6.2 Improve public morale

The study found that taxpayers’ responses to tax laws and prescripts were influenced
by individual behavioural factors that related to the taxpayers’ social circles, moralistic
behaviour, and the sense of national pride that taxpayers had for their countries (see
Section 5.3.2). Therefore, governments should implement reforms that would
influence public morale positively. These reforms should focus on two key areas,
which ifimplemented could improve public morale, influence tax compliance positively,
and reduce entrenched tax gaps. Such reforms include social cohesion initiatives to
develop national pride, and policies to build national pride by manufacturing goods

and producing services locally:

(i) Governments should create policies that are designed to promote national pride
amongst citizens by promoting social cohesion amongst all its people. These policies
could include, inter alia, equal participation in the economy regardless of race, gender,
religious background, and/or any other such considerations. In addition, the
availability of sports, arts, and cultural programs by governmental organisations would
assist in reinforcing alliances of citizens. Section 5.3.3.1 discusses that reinforcing
citizens’ alliances would galvanise participation in the financing of public goods and

services by increasing taxpayer compliance.

(iif) For emerging economies, tax authorities should develop trade quotas, appropriate

tariff structures, and tax incentives that create financial and other incentives such as
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less onerous regulatory requirements, that encourage entrepreneurs to manufacture
goods and produce services locally. These initiatives will increase economic
participation by creating jobs, and producing goods and services within a country,
thereby contributing to increased GDP, creation of wealth locally, and building national

pride.

6.6.3 Increase public trust in government

The study found that taxpayers have legitimate expectations that the government
would manage the laws and the tax resources of the country effectively, for socio-
economic development. Taxpayers, therefore, trust that the government will
implement the necessary policies and procedures to manage their expectations of
socio-economic development. The study found that taxpayers hold the government
accountable for their performance, hence the dominant factor influencing taxpayer
trust in governments was the transparency and integrity of governmental
accountability to the public. Governments should therefore implement strategies and

reforms to promote positive public trust in government (see Section 5.3.3).

6.6.3.1 Governments should implement institutional reforms that promote
positive public trust in government

Reforms that promote positive public trust in government should focus on educational
and communication strategies that increase governments’ transparency and
accountability to the public. Management strategies that promote service delivery

should also be implemented. These reforms are discussed below.

(i) Government should implement education and communication strategies, in
addition to the current practice of strategic plans and annual reports, that provide
accurate, veracious information to the public on government utilisation of the revenue
collected and the related service delivery. Such information increases taxpayer
knowledge and information on the benefits of paying taxes. Educational strategies
should include targeting school-going youths to inculcate government initiatives such

as infrastructure development, job creation, and other success stories that government
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would want to share, to build public trust in government. These initiatives would also
influence national pride positively as the public would understand the government’s
building of communities and other social spaces. Communication strategies could
include tele-media shows or shows on online media platforms, inviting participation
from and engagement with the public, academia, and business to underscore how
taxpayer monies are being utilised by the government, thereby broadening the reach
and appeal of accountability practices by the government. Another form of
communication strategy could include the appointment of an independent body (such
as an audit firm) by the government, to manage government accountability
expectations of the public. This body’s responsibilities would include gathering data
and information from the public that should be used to highlight to the government,
guarterly, the key issues of concern to the public. The independent body should also
provide feedback to the public on initiatives implemented by the government to
address public concerns. All responses and actions can accordingly be used by the
government to publicise the reforms undertaken to further enhance the public trust in

governments.

(i) Governments should focus on reforms that are designed to increase customer
satisfaction by obtaining and reviewing feedback through the use of satisfaction
surveys. The information obtained may be used to implement corrective action to
address identified deficiencies in the delivery of public goods and services. A further
measure that may be implemented by the government to improve the quality of public
goods and services is to link the remuneration of public officials who are responsible
for the delivery of public goods and services to customer satisfaction levels. To ensure
that such an initiative is fair and objective, all information used in this process should
be subjected to intensive, independent evaluation and auditing by suitably qualified

professionals.
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6.6.4 Tax policy reforms

The study found that taxpayers respond positively to well-designed tax policies (see
Section 5.3.6). The dominant positive factor found in this subgroup was policy
development. Governments should therefore implement reforms to ensure that tax
policy is well-designed. Well-designed tax policy should include the following
characteristics: (i) tax policy should be complete, relevant, and unambiguous; and (ii)

tax policy should be easy to understand by all taxpayers.

6.6.4.1 Governments should consider employing applicable international standards
such as ISO 9000 for process design in the development of and implementation of tax
policy. These industry standards would ensure that tax policy is well developed, simple

to understand, and unambiguous.

6.6.4.2 Tax authorities should further entrench their online and telephonic support
centres. The online support should be in addition to the walk-in customer service
centres that are taxpayer-centric, and designed to focus on providing advice,

guidance, and procedural support to all taxpayers.

This study provided four main recommendations that, if implemented, may result in
increased taxpayer compliance with tax laws and taxation obligations, and reduce tax
gaps. The study recommends that governments globally should focus on developing

fair tax administration strategies and building public trust in their institutions.
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6.7 Areas for further research

The results indicated that there were nine subgroups of factors that influence taxpayer
behaviour. This study identified tax administration, behaviour, institutional
governance, and tax policy as the major subgroups influencing taxpayer behaviour.
The study also recommended strategies that may positively influence taxpayer
compliance thus resulting in reduced tax gaps. The accountability mechanisms of
government and fairness of tax administration emerged as dominant factors, and
initiatives were suggested to improve accountability of government to the public and
the fairness of the administering of taxes. The implementation of improved government
accountability is argued to increase the tax base of the country. Adapting territorial
and zero-based approaches to taxation may result in increased foreign direct
investments into the country with a resultant positive effect on the country’s

infrastructure and socio-economic development.

Accountability to the public is a management issue and is therefore beyond the realms
of tax studies. Resultantly, future research should be undertaken to develop a hybrid
approach to taxation, which would incorporate elements of territorial/zero-based
approached approach for emerging economies who still rely primarily on funding from

taxpayers to provide public goods and services.

6.8 Conclusion

Taxpayers will not willingly comply with tax laws and prescripts thus entrenching the
tax gaps. Opportunities exist for governments, globally, to create platforms and
measures that influence taxpayers to voluntarily comply with tax laws and their tax
obligations, thereby increasing tax revenues and reducing the tax gaps. Increasing tax
revenues that result from increased voluntary taxpayer compliance and a reduced tax
gap contribute to a country’s effective socio-economic development and the

implementation of national priorities.
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Annexures

Annexure A — Studies selected

List of 147 primary studies selected. Column D reflects the final 45 primary studies
used in the study.
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Annexure B — Theoretical Models identified in selected

studies
Authors Theories Year
Kogler et al Fairness and Trust 2016
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Hoa et al Literature 2016
Junpath et al Literature review 2016
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Gillitzer et al Thaler and Sunstein (2008), a recent | 2020
strand of the behavioral economics
literature
Misra et al Theory of motivated reasoning, Social | 2020
norm activation model
Bernasconi et al Behavioral 2020
Authors Theories Year
Jacquemet et al Behavioral 2020
Damayanti et al Behavioral 2020
Sobhkhiz et al Bovens oppell (2005) 2020
Alshira’h et al Deterrance and Identity theory 2020
Musimenta Deterrence theory 2020
Nikulin Economic deterrance model and various | 2020
other models associared with it
Bertinelli et al Fiscal Contract Theories 2020
Rashid Fischers Model 2020
Williams Institutional 2020
Nguyen et al Lit review 2020
Terzic et al Literature 2020
Kotnik et al Literature 2020
Masclet et al Literature reivew 2020
Hamdah et al Planned behavior 2020
Alm et al Standard economic model 2020
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Annexure C — PRISMA
Source Liberati et al (2009:3)

Note that the information is presented directly from a source, except for Columns 4
and 5 which were incorporated into the table by the researcher, to indicate which
items from the PRISMA checklist were included in the study and to indicate where
these items were applied in the study.

Colum | Column 2 Column 3 Column | Column 5
ni 4
Item # | Section/ Topic Checklist item Utilised | Justification
in Study
(Yes/ No)
Title
1 Title Identify the report as a | Yes Chapter 1

systematic review, meta-

analysis, or both.

Abstract
2 Structured Provide a structured | Yes Chapter 4.5 -4.7
Summary summary including, as

applicable: background;
objectives; data sources;
study eligibility criteria,
participants, and
interventions; study
appraisal and synthesis
methods; results;
limitations; conclusions

and implications of key

findings; systematic
review registration
number

Introduction
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Rationale

Describe the rationale for
the review in the context

of what is already known.

Yes

Chapter 1

Objectives

Provide an explicit
statement of questions
being addressed with
reference to participants,
interventions,

comparisons, outcomes,
and study

(PICOS).

design

No

primary data has
already been

collected

Methods

Protocol and

registration

Indicate if a review

protocol exists, if and
where it can be accessed
(e.g., Web address), and,
if available, provide
registration information
including registration

number

Yes

Chapter 4

Eligibility criteria

Specify
characteristics

study
(e.g.,
PICOS, length of follow-

up) and report

(e.g.,
considered,

characteristics
years

language, publication
status) used as criteria
for  eligibility,  giving

rationale.

No

Not applicable

Information Sources

Describe all information
sources (e.g., databases
with dates of coverage,

Yes

Chapter 4
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contact with study
authors to identify
additional studies) in the
search and date last
searched.

Search

Present full electronic
search strategy for at
least one database,
including any limits used,
such that it could be

repeated

Yes

Chapter 4

Study Sele

ction

State the process for
selecting studies (i.e.,
screening, eligibility,
included in systematic
review, and, if applicable,
included in the meta-

analysis).

Yes

Chapter 4

10

Data

Process

collection

Describe method of data
extraction from reports
(e.g., piloted forms,
independently, in
duplicate) and any
processes for obtaining
and confirming data from

investigators.

Yes

Chapter 4

11

Data ltems

List and define all
variables for which data
were sought (e.g.,
PICOS, funding sources)
and any assumptions

and simplifications made

Yes

Chapter 4
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12 Risk of bias in | Describe methods used | Yes Chapter 5
individual studies for assessing risk of bias
of individual studies
(including specification of
whether this was done at
the study or outcome
level), and how this
information is to be used
in any data synthesis
13 Summary measures | State the principal | Yes Chapter 5
Synthesis of results | summary measures
(e.g., risk ratio, difference
iIn means
14 Synthesis of results | Describe the methods of | Yes Chapter 4
handling data and
combining results  of
studies, if done, including
measures of consistency
(e.g., 12) for each meta-
analysis
15 Risk of bias across | Specify any assessment | Yes The risk of bias is
studies of the risk of bias that reduced by looking
may affect the cumulative at all primary
evidence (e.0., studies, applying
publication bias, the same eligibility
selective reporting within criteria, and
studies). remaining with a
reasonable number
that promotes data
validity
16 Additional analysis | Describe methods of | Yes Chapter 4/5

additional analyses (e.g.,

sensitivity or subgroup
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analyses, meta-

regression), if done,
indicating which were

pre-specified.

Results

17

Study selection

Give numbers of studies
screened, assessed for
eligibility, and included in
the review, with reasons
for exclusions at each
stage, ideally with a flow

diagram.

Yes

Chapter 4/5

18

Study

characteristics

For each study, present
characteristics for which
data were extracted (e.g.,
PICOS,
follow-up period) and

study  size,

provide the citations.

Yes

Chapter 5

19

Risk of bias within
studies

Present data on the risk
of bias of each study and,
if available, any outcome-
level assessment (see
Item 12).

Yes

Chapter 5

20

Results of individual

studies

For all outcomes
considered (benefits or
harms), present, for each
study: @) simple
summary data for each
intervention group and
(b) effect estimates and
confidence intervals,

ideally with a forest plot.

Yes

Chapter 5
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21

Synthesis of results

Present results of each
meta-analysis done,
including confidence
intervals and measures

of consistency

Yes

Chapter 5

22

Risk of bias across

studies

Present results of any
assessment of the risk of
bias across studies (see
Item 15)

Yes

Chapter 5

23

Additional analysis

Give results of additional
analyses, if done (e.g.,
sensitivity or subgroup
analyses, meta-

regression [see Item 16]).

Yes

Chapter 5

Discussion

24

Summary of

evidence

Summarize the main
findings including the
strength of evidence for
each main outcome;
consider their relevance
(e.g.,

health care providers,

to key groups

users, and

policymakers).

Yes

Chapter 5/6

25

Limitations

Discuss limitations at
study and outcome level
(e.g., risk of bias), and at
(e.0.,
retrieval of

review level
incomplete
identified research,

reporting bias).

Yes

Chapter 1 and 6

26

Conclusions

Provide a general

interpretation  of the

Yes

Chapter 6
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results in the context of
other evidence and
implications for future

research.

Funding

27

Funding

Describe  sources of
funding for the
systematic review and
other  support (e.g.,
supply of data); the role
of funders for the

systematic review.

No

Not applicable
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Annexure D — Coded data

This annexure indicates the individual factors that were extracted from the 45
primary studies. 94 factors were identified in total

Nu Auth | Theory/ | Year | Statisti | Sa Coun | Res Factor Code | Subcat | Cat Explaina Posit | Nega
mb | or(s) Model of cal mp | tryof | pon egory ego | tion ive tive
er Publi | Metho | le Data se ry asso | asso
catio | d Siz | collec ciati ciati
n e tion on on
1 Alm Econom | 2020 | Lab 27 us 100 | Tax TENF | Tax co Increase | Yes
etal ic of experi 8 audits Admin in
crime ments istrati number
model on of Audits
2 Alshi | Deterra | 2020 | PLS- 38 Jorda | 58 Tax TENF | Tax co Increase | Yes
ra'h nce and SEM 5 n audits Admin in
etal Identity istrati number
theory on of Audits
2 Alshi | Deterra 2020 | PLS- 38 Jorda | 58 Tax TENF Tax co High tax Yes
ra'h nce and SEM 5 n Penalty Policy penalty
etal Identity
theory
2 Alshi | Deterra | 2020 | PLS- 38 Jorda | 58 Tax Rate TENF | Tax co Tax rate
ra'h nce and SEM 5 n Policy
etal Identity
theory
2 Alshi | Deterra | 2020 | PLS- 38 Jorda | 58 Patriotis TENF | Tax Bl High Yes
ra'h nce and SEM 5 n m and Moral levels of
etal Identity National e patriotis
theory Pride m and
National
pride
3 Bern Behavio | 2020 | Mathe | 49 49 44 Tax Rate TENF | Tax co Effect of
asco ur matica coun Policy tax rate
ni et | tries is
al modell ambiguo
ing uson
tax
evasion
3 Bern Behavio | 2020 | Mathe | 49 49 44 Tax TENF Tax co Heavy Yes
asco ur matica coun Penalty Policy fines
ni et | tries
al modell
ing
4 Berti | Fiscal 2020 | Mathe | 70 Mali 85 Corrupti T™MO Tax Sl Payment Yes
nelli Contrac mathic | 0 on R Moral of Bribes
etal t al e
Theorie Model
s ing
5 Dam Behavio | 2020 | factori 11 Indo 100 | Tax TENF Tax Sl Feelings Yes
ayan ural al 2X2 7 nesia amnestie Admin that
tiet studies design s istrati there is
al on justice
with
their
amnesty
6 Gillit Thaler 2020 | The 47 Austr | 100 Reminde | TENF | Tax co Reminde | Yes
zer and model 87 alia r letters Admin r letters
etal Sunstei draws istrati
n closely on
(2008), on
arecent Ericso
strand n
of the (2017)
behavio
ral
econom
ics

194




literatur
e

Ham
dah
etal

Planned
behavio
r

2020

Hypot
hesis

10

Indo
nesia

99

Tax
evasion

T™MO

Tax
Moral

N

The
impact
of
attitude,
subjectiv
e norms
and PBC

Yes

Jacq
uem
etet
al

Behavio
ural
Acts

2020

Tax
evasio
n
games

12

Franc

98

Personali
ty traits

PERT

Tax
moral

Bl

Full liars
rarely
change
their
behavio
ur under
oath
taking
Partial
liars are
affected
by the
oath,
when
taking
the oath
they
become
fully tax
complia
nt

Yes

Kotni
k et
al

Literatu
re

2020

Explor
atory

72

Slove
nia

40

Cost of
Tax
Complian
ce

PROC

Tax
Admin
istrati
on

co

Higher
complia
nce
costs for
medium
business
es than
small
and
larger
business
es

Yes

10

clet
etal

Literatu
re
reivew

2020

3X3
design

43

Cana
da
and
Franc

100

Whistlebl
owing

TENF

Tax
Admin
istrati
on

N

The
average
declarati
on rate
is
significa
ntly
higher in
the peer
reportin
g
treatme
nts
compare
dto
other
treatme
nts.

Yes
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10

clet
etal

Literatu
re
reivew

2020

3X3
design

43

Cana
da
and
Franc

100

Social
Consciou
sness

TENF

Tax
Admin
istrati
on

N

while we
would
have
expecte
d
declarati
on rates
to
increase
when
the
taxes
are
specified
to
finance
a global
public
good
relative
to the
situation
where
their use
is not
specified
, we find
no
evidence
of this in
any of
the
treatme
nts

10

Mas
clet
etal

Literatu
re
reivew

2020

3X3
design

43

Cana
da
and
Franc

100

Social
Norms

TENF

Tax
Admin
istrati
on

N

individu
als do
not
hesitate
to
report
tax
evaders
despite
the
absence
of any
material
rewards
anda
financial
cost
suggesti
ng that
the
willingn
ess to
punish
evaders
mostly
outweig
hs the
norm of
loyalty
and the
associat
ed fear
of blind
retaliati
on.

Yes
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10 Mas Literatu 2020 | 3X3 43 Cana 100 Monitori TENF Tax co
clet re design | 2 da ng Admin Monitori
etal reivew and istrati ng has a
Franc on weak
e negative
effect on
declarati
on rates
11 Misr 1.Theor | 2020 | Contro | 82 India 48 Social T™MO Tax Sl Yes
aet y of lled Norms R Moral
al motivat lab on Tax e
ed experi Consulta
reasoni ment nts
ng, and
2. Social
norm
activati
on
model
11 Misr 1.Theor | 2020 | Contro | 82 India 48 Clients’ T™MO Tax Sl tax Yes
aet y of lled instructi R Moral consulta
al motivat lab ons e nts who
ed experi receive
reasoni ment explicit
ng, and stateme
2. Social nts from
norm clients,
activati give
on relativel
model y more
conserva
tive tax
recomm
endation
to the
former
than
those
who are
exposed
to
implicit
clients’
stateme
nts
12 Musi | Deterre | 2020 | Non- 24 Ugan | 73 Complexi | PROC | Tax Cco Yes
men nce Provid 2 da ty of Tax Admin
ta theory ed system istrati
on
13 Nguy | Lit 2020 | Mixed 20 Vietn 100 | Corporat | TMO Tax SI Yes
enet | review Metho | O am e R Moral
al ds Reputati e
on
13 Nguy | Lit 2020 | Mixed 20 Vietn 100 | Structure | SMO Tax SI Yes
enet | review Metho | 0 am of R Moral
al ds business e
ownershi
P
13 Nguy | Lit 2020 | Mixed 20 Vietn 100 | Tax TENF Tax co High Yes
enet | review Metho | O am audits Admin probabili
al ds istrati ty of
on being
auditied
14 Nikul | Econom | 2020 | Zero- 45 Polan | 100 | Entrepre ENTR | Tax Bl Entrepre Yes
in ic inflate | 4 d neurs Moral neurs
deteran d e have
ce negati low tax
model ve morale
and binomi
various al
other modell
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models ing
associar techni
ed with que
it
14 Nikul | Econom | 2020 | Zero- 45 Polan | 100 | Regulato | PROC | Institu | CO There is Yes
in ic inflate | 4 d ry tional a
deteran d burden gover negative
ce negati nance relations
model ve hip
and binomi between
various al tax
other modell morale
models ing presente
associar techni d by
ed with que entrepre
it neurs
and the
inclinati
onto
evade
taxes.
14 Nikul | Econom | 2020 | Zero- 45 Polan | 100 | Satisfacti | SATO | Tax S| Custome | Yes
in ic inflate | 4 d on with Admin r
deteran d the tax istrati satisfacti
ce negati office on on with
model ve the tax
and binomi system
various al has a
other modell positive
models ing effect on
associar techni tax
ed with que complia
it nce.
15 Rash Fischers | 2020 | SEM 49 Bangl | 62 Fairness FOTS Tax Sl if the Yes
id Model 7 ades of Tax Policy citizens
h System perceive
the tax
system
as fair,
they
show
a lower
tendenc
y to
evade
tax
15 Rash | Fischers | 2020 | SEM 49 Bangl | 62 Knowled TKO Tax Cco people Yes
id Model 7 ades ge of tax w Admin having
h istrati more tax
on knowled
ge are
less
likely to
be non-
complia
nt.
15 Rash Fischers | 2020 | SEM 49 Bangl | 62 Tax TENF Tax co audit Yes
id Model 7 ades audits Admin and
h istrati enforce
on ment
initiative
s
negative
ly
influenc
e
taxpayer
s
attitude
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s
towards
tax
evasion

15

Rash

Fischers
Model

2020

SEM

49

Bangl
ades

62

Tax
enforce
ment

TENF

Tax
admini
stratio
n

co

requentl
y inspect
whether
the
taxpayer
sare
complyi
ng tax
laws and
thereby
impose
fines
and
penaltie
s on tax
evaders
resulting
in the
reductio
n of tax
evasion
toa
great
extent

Yes

15

Rash
id

Fischers
Model

2020

SEM

49

Bangl
ades

62

Corrupti
on

T™MO

Tax
Moral

N

High
corrupti
on
prompts
tax
evasion

yes

15

Rash

Fischers
Model

2020

SEM

49

Bangl
ades

62

Discrimin
ation

T™MO

Tax
Moral

N

discrimi
nation
among
the
citizens
profoun
dly
affects
the tax
evasio

Yes

15

Rash

Fischers
Model

2020

SEM

49

Bangl
ades

62

Complexi
ty of Tax
system

PROC

Tax
Admin
istrati
on

co

complex
ity in the
tax
system
positivel
y
influenc
es the
taxpayer
s
attitude
towards
tax
evasion

Yes
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15

Rash

Fischers
Model

2020

SEM

49

Bangl
ades

62

Female
Gender

SODE

Tax
Moral

Bl

Female,
older,
younger,
low-
earners,
married,
graduat
eand
self-
employe
dand
job
holder
recogniz
e that if
their
governm
ent
discrimi
nates
against
the
citizen
due to
religion,
race,
politics,
culture,
or
ethnicity
; they
are
demotiv
ated to
comply
with tax
law
(McGee
& Tusan,
2008).

Yes

16

Sobh
khiz
etal

Bovens

oppell
(2005)

2020

Delphi
techni
que;
partial
least
square
s path
modeli
ng via
Smart
PLS

33

Iran

88

Policy
Develop
ment

TAXL

Tax
Policy

co

Policy
develop
ment,
not in
accorda
nce with
Taxpaye
rs
legitimat
e
expectat
ions

Yes

16

Sobh
khiz
etal

Bovens

oppell
(2005)

2020

Delphi
techni
que;
partial
least
square
s path
modeli
ng via
Smart
PLS

33

Iran

88

Accounta
bility
mechani
sm of
Governm
ent

TGOV

Institu
tional
gover
nance

N

account
ability
mechani
sms in
the tax
system
indicate
the need
for four
mechani
sms of
political,
manager
ial, legal
and
social
account
ability to
meet

Yes
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the

legitimat
e
demand
sand
expectat
ions of
taxpayer
s.
16 Sobh | Bovens 2020 | Delphi | 33 Iran 88 Public TGOV | Institu | SI Yes
khiz oppell techni 4 Trust tional
etal (2005) que; gover
partial nance
least
square
s path
modeli
ng via
Smart
PLS
16 Sobh | Bovens 2020 | Delphi | 33 Iran 88 Political TGOV | Institu | SI Yes
khiz oppell techni | 4 and tional
etal (2005) que; social gover
partial accounta nance
least bility
square
s path
modeli
ng via
Smart
PLS
16 Sobh | Bovens 2020 | Delphi | 33 Iran 88 Tax TGOV | Institu | SI Yes
khiz oppell techni | 4 systems tional
etal (2005) que; accounta gover
partial bility nance
least
square
s path
modeli
ng via
Smart
PLS
17 Terzi | Literatu | 2020 | Emphi | 30 Bozni | 100 | Tax Rate TENF | Tax co The high Yes
cet re rical 0 aand Policy tax rate
al analysi Herz in BiH
3 egovi adversel
na y affects
the tax
evasion
17 Terzi | Literatu | 2020 | Emphi | 30 Bozni | 100 | Absence TENF | Tax co The Yes
cet re rical 0 aand of Admin absence
al analysi Herz Penalty istrati of an
S egovi framewo on appropri
na rk ate
penalty
framew
ork and
an
optimal
tax rate
can have
a
number
of
adverse
consequ
ences,
primarily
with
taxpayer

S
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18

Willi
ams

Instituti
onal

2020

Order
ed
logit
regres
sion

45

Bulga
ria

94

Sector
Morale

SMO

Tax
Moral

N

Tax
morale
will be
lower in
some
sectors
than
others.
Jitis
revealed
not only
that the
tax
morale
of
entrepre
neurs
failings
significa
ntly
instituti
onal
varies by
sector
and firm
size, but
also that
the
formal
associat
ed with
low tax
morale
include
a
perceive
d lack of
tax
fairness,
corrupti
onand
political
instabilit
y.

Yes

18

Willi
ams

Instituti
onal

2020

Order
ed
logit
regres
sion

45

Bulga
ria

94

Firm Size

ENTR

Tax
Moral

Bl

entrepre
neurs
operatin
g as sole
traders
or with
1-9
employe
es are
more
likely to
have
lower
tax
morale
than
those
operatin
g
business
es with
more
employe
es.

Yes
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18

Willi
ams

Instituti
onal

2020

Order
ed
logit
regres
sion

45

Bulga
ria

94

Sole
traders

ENTR

Tax
Moral

Bl

entrepre
neurs
operatin
g as sole
propriet
ors are
more
likely to
have
lower
tax
morale
than
those
operatin
g limited
compani
es.

Yes

18

Willi
ams

Instituti
onal

2020

Order
ed
logit
regres
sion

45

Bulga
ria

94

Newly
formed
Firms

ENTR

Tax
Moral

Bl

entrepre
neurs of
younger
firms are
more
likely to
have a
lower
tax
morale
than
entrepre
neurs in
older
business
ventures

18

Willi
ams

Instituti
onal

2020

Order
ed
logit
regres
sion

45

Bulga
ria

94

Sector
Morale

SMO

Tax
Moral

N

entrepre
neurs
operatin
gin
larger
urban
areas
are
more
likely to
have a
lower
tax
morale
than
entrepre
neurs
operatin
ginrural
areas

18

Willi
ams

Instituti
onal

2020

Order
ed
logit
regres
sion

45

Bulga
ria

94

Vat
Vendors
- other
tax laws

OTTL

Tax
Moral

Bl

entrepre
neurs
who are
not VAT
registere
dare
more
likely to
have a
lower
tax
morale
than
entrepre
neurs

Yes
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who are
VAT
registere
d.

19 Guze | Justice 2019 | Hypot 39 Turke | 98 Trustin TGOV | Tax SI Yes
| et and hesis 2 y governm Moral
al trust ents e
Theory
19 Guze | Justice 2019 | Hypot 39 Turke | 98 Tax TAX) Tax Sl Yes
| et and hesis 2 y Justice Policy
al trust
Theory
19 Guze | Justice 2019 | Hypot 39 Turke | 98 Tax TAX) Tax Sl Yes
| et and hesis 2 y Justice Policy
al trust
Theory
20 Inasi Econom | 2019 | Descri 32 Indo 33 Tax Rate TENF Tax Cco
us ics and ptive 8 nesia Policy
behavio statisti
ur cs
20 Inasi Econom | 2019 | Descri 32 Indo 33 Tax TENF Tax COo yes
us ics and ptive 8 nesia audits Admin
behavio statisti istrati
ur cs on
20 Inasi | Econom | 2019 | Descri 32 Indo 33 Knowled TKO Tax Cco yes
us ics and ptive 8 nesia ge of tax w Admin
behavio statisti istrati
ur cs on
20 Inasi Econom | 2019 | Descri 32 Indo 33 Percepti TGOV | Institu | SI Yes
us ics and ptive 8 nesia on of tional
behavio statisti governm gover
ur cs ent nance
spending
20 Inasi Econom | 2019 | Descri 32 Indo 33 Fairness FOTS Tax SI Yes
us ics and ptive 8 nesia of Tax Policy
behavio statisti System
ur cs
21 Jame | Non- 2019 | Non- 48 UK 100 Seriousn PERT Tax BI Yes
set Provide Provid | 5 ess of tax Moral
al d ed evasion e
22 Jolod | Distribu | 2019 | Hypot 50 Iran 100 | High tax T™MO Tax Bl Yes
aret | tive hesis 0 morale R Moral
al Justice, e
behavio
ur
fairness
and
trust
22 Jolod | Distribu | 2019 | Hypot 50 Iran 100 Fairness FOTS Tax SI Yes
aret | tive hesis 0 of Tax Policy
al Justice, System
behavio
ur
fairness
and
trust
22 Jolod | Distribu | 2019 | Hypot 50 Iran 100 | Trustin TGOV | Tax Sl Yes
aret | tive hesis 0 governm Moral
al Justice, ents e
behavio
ur
fairness
and
trust
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23 Kam Trust 2019 | Emphi | 44 Ghan | 61 Electricit ELCO Institu | BI Yes
asa rical 0 a y tional promote
etal model outages gover tax

nance evasion,
since it
increase
s cost of
producti
on in the
sense
that
firms
resort to
alternat
e means
of
generati
ng
power
for their
producti
on
activities

23 Kam Trust 2019 | Emphi 44 Ghan | 61 Business PROC | Institu | CO Business Yes
asa rical 0 a constrain tional constrai
etal model ts gover nts such

nance as tax
rate,
transpor
tand
business
license
were
also
found to
causes
tax
evasion.

24 Lois Literatu 2019 | Linear 16 Gree 82 Fairness FOTS Tax Sl yes
etal re Regres | 4 ce of Tax Policy

reivew sion System

24 Lois Literatu 2019 | Linear 16 Gree 82 Compete | SATO | Tax Sl yes
etal re Regres | 4 ce nce of Admin

reivew sion Tax istrati
administ on
ration
employe
es

24 Lois Literatu 2019 | Linear 16 Gree 82 Compete | SATO | Tax Sl yes
etal re Regres | 4 ce nce of Admin

reivew sion Tax istrati
administ on
ration
employe
es

25 Mick | Normat 2019 | Hypot 27 Russi 100 Concerns | TMO Tax Sl Legitima Yes
iewic | ive, heisis 9 a relating R moral cy;
zet cognati to e belongin
al ve and legitmac gto

deterre y and nation
nce identity- and
feelings percepti
of ons of
belongin risk and
gs severity
of
punishm
ent
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26 Musi | reasone | 2019 | Hypot 15 Ugan | 72 National TENF | Tax BI National | yes
men d action hesis 2 da pride Moral pride
taet | and e and
al utility trustin

governm
ent and
its legal
systems
as
dimensi
ons of
tax
morale
indepen
dently
are
significa
ntly
associat
ed with
tax
complia
nce.

26 Musi | reasone | 2019 | Hypot 15 Ugan | 72 Trustin TGOV | Tax SI yes
men | daction hesis 2 da governm Moral
taet | and ents e
al utility

26 Musi | reasone | 2019 | Hypot 15 Ugan | 72 Fairness FOTS Tax SI yes
men d action hesis 2 da of Tax Policy
taet | and System
al utility

27 Pacal | Slippery | 2019 | SEM 86 Philli 65 Tax TENF | Tax co yes
doet | Slope 4 ppine enforce admini
al s ment stratio

n

27 Pacal | Slippery | 2019 | SEM 86 Philli 65 Trust in TGOV | Tax Sl yes
doet | Slope 4 ppine governm Moral
al S ents e

27 Pacal | Slippery | 2019 | SEM 86 Philli 65 Socio- SODE | Tax BI The yes
doet | Slope 4 ppine demogra Moral demogra
al S phic e phic

influence variables
son such as
Complian firm age,
ce organiza
tional
form,
ownersh
ip origin,
firm
size,
location,
size of
locality,
proximit
y to the
capital,
and
industry
have a
significa
nt
impact
on tax
morale.
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raises
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ed with
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ns to
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Moreov
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43
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etal
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review

2016
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SA

93
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3
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Tax
Policy

co
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a
negative
impact
on tax
complia
nce if
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this will
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complia
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complia
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taxpayer
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adversly

Yes
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al

Fairness
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2016
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experi
ment
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na
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Timing of
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feedback
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istrati
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co
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impact
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nce:
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severe,
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the
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hand
perceive
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timing of
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k and
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more
unfair

45 Stark | Literatu | 2019 | Syste 55 Sout 95 Cost of PROC | Tax
, et re matic 6 h Tax Admin
al analysi Afric Complian istrati
s a ce on

co

Shift in
tax
burden
into a
tapered
tax
base-
high
complia
nce
costs

Yes

Abbrviations used in table
SEM — Structural Equation Modeling
PLS — Partial Least Squares

3 x 3 —Three by three factorial design

213




Annexure E — Individual factors — Subgroup- Dimension

This annexure identifies all 94 individual factors, and how they were allocated to a
subgroup and a theoretical dimension of the TPB (CO- Constraints; Bl- Behaviourial
intent and SI- Societal Influence)

# Author(s) Factor Name Subcategory Dimension
1 Alm et al Tax audits Tax enforcement | Tax CoO
Administration
2 Alshira'h et al | Tax audits Tax enforcement | Tax (6{@)
Administration
3 Alshira'h et al | Penalty framework | Tax enforcement | Tax CO
Administration
4 Alshira'h et al | Tax Rate Tax enforcement | Tax CoO
Administration
5 Alshira'h et al | Patriotism and Tax enforcement | Behaviour BI
National Pride
6 Bernasconi et | Tax Rate Tax enforcement | Tax (6{0)
al Administration
7 Bernasconi et | Penalty framework | Tax enforcement | Tax CcO
al Administration
8 Bertinelli et al | Corruption Tax morale Institutional BI
governance
9 Damayanti et | Tax amnesties Fairness of tax Tax Sl
al adminstration Administration
10 | Gillitzer etal | Monitoring Tax enforcement | Tax CoO
Administration
11 | Hamdah etal | Tax evasion Personality traits | Behaviour Bl
12 | Jacquemet et | Personality traits Personality traits | Behaviour Bl
al
13 | Kotnik et al Cost of Tax Tax Process Compliance costs | CO
Compliance
14 | Masclet etal | Whistleblowing Fairness of tax Tax Sl
adminstration Administration
15 Masclet et al | Social Fairness of tax Tax Sl
Consciousness adminstration Administration
16 Masclet et al | Social Norms Fairness of tax Tax Si
adminstration Administration
17 | Masclet etal | Monitoring Tax enforcement | Tax CcoO
Administration
18 Misra et al Social Norms on Tax morale Behaviour BI
Tax Consultants
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19 Misra et al Clients instructions | Tax morale Behaviour Bl
20 Musimenta Complexity of Tax Tax Process Tax (6{0)
system Administration
21 | Nguyenetal | Corporate Tax morale Behaviour Bl
Reputation
22 | Nguyen etal | Structure of Perception of Business Bl
business ownership | business forms characteristics
23 | Nguyenetal | Tax audits Tax enforcement | Tax CO
Administration
24 | Nikulin Entrepreneurs Perception of Business Bl
business forms characteristics
25 | Nikulin Regulatory burden | Tax Process Fiscal CO
Administration
26 | Nikulin Satisfaction with the | Fairness of tax Tax Sl
tax office adminstration Administration
27 | Rashid Fairness of Tax Fairness of tax Tax Si
System adminstration Administration
28 | Rashid Knowledge of tax Knowledge of tax | Tax CcO
Administration
29 | Rashid Tax audits Tax enforcement | Tax CcO
Administration
30 | Rashid Monitoring Tax enforcement | Tax CcO
administration
31 | Rashid Corruption Tax morale Institutional Bl
governance
32 Rashid Discrimination Tax morale Institutional Bl
governance
33 | Rashid Complexity of Tax Tax Process Tax CcoO
system Administration
34 | Rashid Female Gender Socio Behaviour BI
demographic
influences on
Compliance
35 | Sobhkhiz et al | Policy Development | Tax laws Tax Policy CcO
36 | Sobhkhiz et al | Accountability Trust in Institutional Sl
mechanism of governments governance
Government
37 | Sobhkhiz et al | Accountability Trust in Institutional SI
mechanism of governments governance
Government
38 | Sobhkhiz et al | Accountability Trust in Institutional SI
mechanism of governments governance

Government
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39 | Sobhkhiz et al | Accountability Trust in Institutional SI
mechanism of governments governance
Government
40 | Terzic et al Tax Rate Tax enforcement | Tax Policy CcoO
41 | Terzic et al Penalty framework | Tax enforcement | Tax (6{0)
Administration
42 | Williams Sector Morale Perception of Business Bl
business forms characteristics
43 | Williams Firm Size Perception of Business Bl
business forms characteristics
44 | Williams Sole traders Perception of Business BI
business forms characteristics
45 | Williams Newly formed Firms | Perception of Business BI
business forms characteristics
46 | Williams Sector Morale Perception of Business Bl
business forms characteristics
47 | Williams Vat Vendors - other | Effect of Behaviour Bl
tax laws compliance with
other tax law
48 | Guzel et al Accountability Trust in Institutional SI
mechanism of governments governance
Government
49 | Guzel et al Fairness of Tax Fairness of tax Tax Si
System adminstration Administration
50 | Guzeletal Fairness of Tax Fairness of tax Tax Si
System adminstration Administration
51 Inasius Tax Rate Tax enforcement | Tax CO
Administration
52 Inasius Tax audits Tax enforcement | Tax CcoO
Administration
53 | Inasius Knowledge of tax Knowledge of tax | Tax CcoO
Administration
54 | Inasius Perception of Trustin Economy SI
government governments
spending
55 Inasius Fairness of Tax Fairness of tax Tax Sl
System adminstration Administration
56 | Jamesetal Seriousness of tax Personality traits | Behaviour Bl
evasion
57 | Jolodar et al High tax morale Personality traits | Behaviour Bl
58 | Jolodar etal | Fairness of Tax Fairness of tax Tax SI
System adminstration Administration
59 | Jolodar etal | Approach to tax Trust in Tax Sl
enforcement governments Administration
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60 | Kamasaetal | Perception of Trustin Economy SI
government governments
spending
61 | Kamasaetal | Business Tax Process Fiscal CcoO
constraints Administration
62 | Loisetal Fairness of Tax Fairness of tax Tax Si
System adminstration Administration
63 | Loisetal Satisfaction with the | Fairness of tax Tax Si
tax office adminstration Administration
64 | Loisetal Satisfaction with the | Fairness of tax Tax Si
tax office adminstration Administration
65 | Mickiewicz et | Concerns relating to | Tax morale Institutional BI
al legitmacy and governance
identity- feelings of
belongings
66 | Musimenta et | National pride Tax enforcement | Behaviour BI
al
67 | Musimenta et | Approach to tax Trust in Tax SI
al enforcement governments Administration
68 | Musimenta et | Fairness of Tax Fairness of tax Tax SI
al System adminstration Administration
69 | Pacaldo etal | Monitoring Tax enforcement | Tax CcoO
administration
70 | Pacaldo etal | Approach to tax Trust in Tax SI
enforcement governments Administration
71 | Pacaldo etal | Socio demographic | Socio Tax morale Bl
influences on demographic
Compliance influences on
Compliance
72 | Van Dijke et | Fairness of Tax Fairness of tax Tax SI
al System adminstration Administration
73 | Chalu et al Tax audits Tax enforcement | Tax CcoO
administration
74 | Defitri et al E —filing Tax Process Tax CO
Administration
75 | Igbal et al Synergistic and Tax morale Tax Bl
antagonistic tax Administration
76 | Sharmaetal | Regulatory burden Tax Process Tax (6{0)
Administration
77 Sharmaetal | Detachment with Tax morale Institutional Bl
democratic governance
institutions
78 | Sharmaetal | Improper Tax Process Tax (6{0)
administration Administration
79 | Sharmaetal | Public despair Tax morale Institutional BI
governance
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80 | Olsenetal Approach to tax Trust in Tax SI
enforcement governments Administration
81 |Almetal Peer effects on Tax morale Behaviour Bl
compliance
82 | Faizal et al Approach to tax Trust in Tax Si
enforcement governments Administration
83 | Frecknall et al | Policy Development | Tax laws Tax Policy CcoO
84 | Kochanova et | E —filing Tax Process Tax CcoO
al Administration
85 | Musimenta et | Fairness of Tax Fairness of tax Tax Sl
al System adminstration Administration
86 Bin-Nashwan | Fairness of Tax Fairness of tax Tax Sl
et al System adminstration Administration
87 | Faridy et al Cost of Tax Tax Process Compliance costs | CO
Compliance
88 | Gobenaetal | Fairness of Tax Fairness of tax Tax Si
System adminstration Administration
89 | Hoaetal Penalty framework | Tax enforcement | Tax CcoO
Administration
90 | Hoaetal Tax audits Tax enforcement | Tax CcoO
Administration
91 |Hoaetal Knowledge of tax Knowledge of tax | Tax CcoO
Administration
92 | Junpath etal | Tax amnesties Tax enforcement | Tax CO
Administration
93 | Kogler et al Tax audits Tax enforcement | Tax CcoO
Administration
94 | Stark, et al Cost of Tax Tax Process Compliance costs | CO
Compliance
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Annexure F — Categories of factors

This table reflects the 96 individual factors, grouped into 46 categories of factors to
facilitate the system review conducted and to establish the dominance of a factor
based on the votes allocated to a category of factor.

Categories of factors Individual factors/
votes
1 Fairness of Tax System 11
2 Tax audits 8
3 Approach to tax enforcement 5
4 Accountability mechanism of Government 5
5 Monitoring 4
6 Tax Rate 4
7 Penalty framework 4
8 Cost of Tax Compliance 3
9 Satisfaction with the tax office 3
10 Knowledge of tax 3
11 Policy Development 2
12 E -filing 2
13 Regulatory burden 2
14 Sector Morale 2
15 Corruption 2
16 Tax amnesties 2
17 Complexity of Tax system 2
18 Perception of government spending 2
19 Social Consciousness 1
20 Clients instructions 1
21 Sole traders 1
22 Concerns relating to legitmacy and identity- feelings of 1
belongings
23 Discrimination 1
24 National pride 1
25 Social Norms on Tax Consultants 1
26 Newly formed Firms 1
27 Synergistic and antagonistic tax 1
28 Whistleblowing 1
29 Corporate Reputation 1
30 Peer effects on compliance 1
31 Seriousness of tax evasion 1
32 Detachment with democratic institutions 1
33 Social Norms 1
34 Entrepreneurs 1
35 Socio demographic influences on Compliance 1
36 Personality traits 1
37 Structure of business ownership 1
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38 Business constraints 1
39 Improper administration 1
40 Public despair 1
41 Tax evasion 1
42 Female Gender 1
43 Vat Vendors - other tax laws 1
44 Firm Size 1
45 High tax morale 1
46 Patriotism and National Pride 1

Grand Total

(V=]
H
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