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ABSTRACT

The study examined the effect of Tax Compliance on Domestic Revenue Collection in Uganda. The study was guided by the following objectives: to examine the effect of Tax Systems on Domestic Revenue Collection, to establish the effect of Tax Compliance Costs on Domestic Revenue Collection and to assess the effect of Tax knowledge on Domestic Revenue Collection. The study employed phenomenological research approach. The study used a descriptive research design in which both qualitative and quantitative techniques were utilized. A sample size of 80 is adequate for the target population of 100. Cleaned data was analysed using both statistical and narrative methods. Inferential statistics helped to make generalizations about the field data. The relationships between the variables was analyzed. Tables was used to interpret, summarize, justify and conclude the study. Inferential statistics from each objective was analysed using regression analysis. Qualitative data analysis was made using content analysis technique. The study revealed that, tax system, Tax compliance costs and Tax knowledge positively affect Domestic Revenue Collection in Uganda with  (beta value=.596, t=8.167, P<.000), (beta value=.422, t=7.532, P<.001) and (beta value=.418, t=10.466, P<.001) respectively. The study recommends that tax system should target individuals at all levels of income to seal loopholes that may encourage tax evasion. Tax systems should also enhance surveillance and monitoring to ensure that all the taxpayers are brought into the tax net.
CHAPTER ONE

INTRODUCTION

1.0 Introduction

This chapter presents the background to the study, the statement of the problem, purpose of the study, objectives of the study, research questions, scope of the study and also the significance of the study.

1.1 Back ground to the study

The study examined the effect of Tax Compliance on Domestic Revenue Collection in Uganda. It focuses on Uganda Revenue Authority Kabale Branch. The study conceptualized Tax Compliance is conceptualized as an Independent Variable and Domestic Revenue Collection is conceptualized dependent. Kabale Municipality is selected because many taxpayer’s high ignorance by the taxpayers about tax computation, filling and assessment which is forcing many taxpayers to evade tax. Further, many taxpayers continued to raise complaints over high taxes imposed on their businesses and the tax complexity system (New Vision Monday 19th 2020). Hence increased non-tax compliance and tax evasions by the taxpayers in Kabale district.
Historically, the word ‘tax’ first appeared in the English language only in the 14th century. It derives from the Latin tax are which means ‘to assess’. Before that, English used the related word ‘task’, derived from Old French. For a while, ‘task’ and ‘tax’ were both in common use, the first requiring labour, the second money (Fjedstad, 1996). ‘With the development and expansion of welfare programs like Social Security, Medicare and Medicaid, the second half of the 20th century saw a tax system that only became more complex and nuanced. An increasing reliance on revenues from wealth and consumption taxes, in most the nations, also triggered growing resistance to the practice. Organized resistance and legal protest against the income tax coalesced in the countries till today (Kundt, 2013).

A tax is a compulsory financial charge or some other type of levy imposed on a taxpayer (an individual or legal entity) by a governmental organization in order to fund government spending and various public expenditures (Granger, 2013). Taxes consist of direct or indirect taxes and may be paid in money or as its labour equivalent. Maxwell, (2003) defines tax compliance as the degree to which the tax paying community meets the tax obligation as set out in the appropriate legal and regulatory provisions. He adds that compliant tax payers in Uganda make timely, proper and accurate declaration to the tax authority and voluntarily settle all the due tax liabilities. Taxpayer compliance depends on economic incentives embedded in the tax structure and the effectiveness in detecting and penalizing non-compliance. Ayoki et al, (2005), argues that low tax compliance is a matter of serious concern in many developing countries, limiting the capacity of their governments to raise revenues for developmental purposes. They further said it is commonly acknowledged that many factors contribute to this weakness: corruption, a large informal sector, weak legal systems, ambiguity in tax laws, high marginal tax rates, paucity of adequate information and accounting systems, a culture of noncompliance, and ineffective tax administration. said that attitudes and intentions to pay taxes also greatly affect the level of tax payers’ compliance. A taxpayer with high intentions to pay will always have a positive attitude towards meeting his tax obligations and hence likely to be very compliant.

Domestic revenue collection refers to the generation of government revenue from domestic resources, from tax or non-tax sources (Kakembo, 2007). Revenue is the money generated from normal business operations, calculated as the average sales price times the number of units sold. It is the top line (or gross income) figure from which costs are subtracted to determine net income. Direct taxes include income tax, real property tax, personal property tax, or taxes on assets; while some of the indirect tax modes include, customs duty and Tax Deducted at Source (TDS). On the other hand, non-tax revenue is the recurring income earned by the government from sources other than taxes. Most countries have a tax system in place, in order to pay for public, common, or agreed national needs and for the functions of government. Some levy a flat percentage rate of taxation on personal annual income, but most scale taxes are progressive based on brackets of annual income amounts. Most countries charge a tax on an individual's income as well as on corporate income. Countries or subunits often also impose wealth taxes, inheritance taxes, estate taxes, gift taxes, property taxes, sales taxes, use taxes, payroll taxes, duties and/or tariffs.
Globally, tax is associated with problems that are mostly caused by the tax administration and management systems, on the one hand, and social, political, and administrative difficulties of taxpayers on the other hand (Rwahigi, 2012). In recent years, several governments have tried to raise revenues by fighting against tax evasion and avoidance and expanding the tax base. Despite these efforts, taxpayers have continued to be non-compliant and tax evasive (Clifford and Amay, 2013). Accordingly, tax evasion and avoidance are destructive to any economy, and they, therefore, deserve a serious consideration both in academic discussions and in policy formulation and implementation (Kundt, 2013). In the US, tax evasion and avoidance are a national epidemic (Anna, 2010). From 2001 to 2010, about 3.09 trillion US dollars are reported to have been lost due to tax evasion and avoidance hence leading to low government revenue collection (Coolidge, 2012). In the EU, approximately 150 billion Euros per annum were reported to have been lost from each member country (Murphy, 2008).   

In Africa, lack of tax compliance is one of the greatest evils confronting many African countries (Fagbemi, 2010). A study by Magner (2000) showed that in Africa, fewer people like to pay taxes than are their counterparts in developed countries. In Ghana, about 280, both public and private companies caused a loss of about $ 367million for seven years (2005-2012) due to tax evasion (Anna et al. 2010). Furthermore, according to Murphy (2011), in South Africa tax non-compliance was still endemic all over the country. It was further indicated (Fjedstad, 1996) that 12 people were arrested in 2009-2010 and their cases brought to court due to corruption and tax evasion Uganda’s revenue collection is equivalent to 12.5% of GDP which is below other countries in the East African Community (EAC) and the average for Sub Saharan Africa (SSA). The low domestic revenue collections relative is accounted for largely by expected performance of trade taxes, which have suffered from a sharp slowdown in import volumes and an unfavorable US dollar to Shilling exchange rate URA, (2010). 

The study was based on Planned behaviour theory by Ajzen (1991) and Economic Deterrence theory by Allingham and Sandmo (1972). Ajzen (1991) states that, the factors that influence tax compliance are analysed using a theory of planned behaviour. The planned action is dependent on behavioural intention, which in turn, depends on attitude towards behaviour, subjective norms, and perceived behaviour control (Myles at el., 2010). In this study, a planned action was looked at on whether to avoid or evade taxes. Moreover, the attitude towards paying or not paying tax depends on culture, confidence and trust in the tax system (Alm, 2010). In addition, if society morale is low and attitude towards tax system is poor, then the individual was more likely to avoid paying taxes. The planned behaviour theory emphasizes that the paying of tax by individual or organisation is intrinsic

The Economic Deterrence theory by Allingham and Sandmo (1972) states that taxpayer’s behavior is influenced by factors such as the tax rate determining the benefits of evasion, and the probability of detection and penalties for fraud which determine the costs (Allingham and Sandmo 1972). This implies that if detection is likely and penalties are severe, few people will evade taxes. In contrast, under low audit probabilities and low penalties, the expected return to evasion is high. The model then predicts substantial noncompliance. Although the model has been criticized for focusing exclusively on the coercive side of compliance, at the expense of the consensual (Sandmo 2005), there is some evidence to support the relevance of deterrence strategies to addressing non‐ compliance (McKerchar and Evans 2009). For example, the fear of getting caught, or the probability of detection, has been found in some contexts to be an effective strategy to induce truthful behavior. The theoretical principles of economic deterrence have also been widely adopted by tax administrations when developing enforcement strategies that rely principally on penalties and the fear of getting caught.

Many taxpayers do not know the domain of tax professionals since they lack the independence and have no tax competency (European Commission, 2007; Nakiwala, 2010). According to MoF & MoR (2007) one of the chief features of taxpayer is the lower level of the specialist tax expertise and greater owner-involvement in day-to-day management and this call for them to search for assistance from experts (Bertolini, Borgia & Siegel, 2010; Slemrod, 2005). Consequently, countries like Uganda are still characterized by the low-income tax compliance levels, in the face of the numerous advocacies for voluntary tax compliance (Ayoki, 2008; Kangave, 2005; Bird, 2004). Many of such governments have adopted tax compliance administrative measures like penalties, rates and tax audits to ensure tax enforcement instead of compliance (Kayaga, 2007), which have still failed to yield. Uganda‟s income tax compliance was very low at 38w % by the end of 2005 (Ayoki, 2007), yet the tax regime is oriented more towards consumption taxes rather than income taxes as income taxes account for only 27% of net revenue collections (URA, 2006/07).

According to Rwehigi (2012), Uganda losses more than USD 151million each year due to tax evasion and other irregularities. URA (2015) report has shown that tax evasion and avoidance have been increasing over the years. for instance, loses due to tax evasion and avoidance increased from UGX. 680 million in the financial year 2019/2020 to Ugx. 1.8 trillion in the financial year 2020/2021. According to Asante and Seidu (2011), Uganda has remained a great aid dependent and has been slower in investing in its own development because of the lower domestic revenue collection resulted from low tax compliance. IMF Survey (2011) also shows that 70 percent of the revenue is lost due to low tax compliance of small and medium business owners, the informal sector, and large companies. Government has been regulating some or new duties, tariffs and charges to increase government revenue collection, but these have not helped the government much to realise the set revenue collection targets (CAG, 2011). According to Rwehigi (2012), the government has tried to address tax non-compliance loopholes, tax evasion, and avoidance amongst small and medium enterprises with a view of increasing tax compliance, however, the situation of low tax compliance is still persistent.
Kabale is a town in the Western Region of Uganda. It is the chief town of Kabale District, and the district headquarters are located there. Sometimes nicknamed “Kastone” as in the local language Rukiga, a “kabale” is a small stone. Kabale is located in the Kabale District of the Kigezi sub-region. It is about 142 kilometres (88 mi), by road, southwest of Kabale, the largest city in the Western Region of Uganda. This is approximately 410 kilometres (250 mi), by road, southwest of Kampala, Uganda's capital and largest city. Tax compliance in Kabale Municipality is extremely low. Last financial year, less than one in ten billed properties paid their taxes on time. As a result, only 29.2 billion UGX was collected from an expected 85.9 billion UGX of revenues. This low compliance reflects a number of factors, including weak means of enforcement, high tax liabilities, and low tax morale. However, evidence remains anecdotal and politically biased, and there has been no systematic collection of data to help understand the tax morale of property owners in Kabale Municipality.

1.2 Statement of the problem

It is well recognized that revenue generated from taxing businesses is a crucial source of revenue to enable the government to provide and redistribute resources for the economic growth of the nation (Ojochogwu and Ojeka, 2019). Many Governments have set up policies and enforcement laws to reduce on non-tax compliance and tax evasions by the taxpayers. According to the New Vision of Monday 13th February 2019, URA collected Shs 1.97 trillion from domestic taxes against the target of Shs. 1.5 trillion, making a deficit of 73.4 billion. 
Despite the implementation of modern systems and procedures for investor support, ranging from introduction of e-tax, taxpayer’s education services and faster handling of complaints, the total amount collected remains lower than the targeted. Probably this was attributed to non-tax compliance of the tax payers among other factors. According to Rwamushana (2020), Uganda losses more than USD 151million each year due to tax evasion and other irregularities. URA (2020) report adds that tax evasion and avoidance have been increasing over the years, for instance, loses due to tax evasion and avoidance increased from UGX. 680 million in the financial year 2019/2020 to Ugx. 1.8 trillion in the financial year 2020/2021. 

Many taxpayers in Kabale Municipality are not aware of the tax administration system. This is an indication that the tax payers are not remitting taxes to the URA. Further, many taxpayers have raised complaints of being over valued during assessment since they are ignorant about the assessment parameters, hence having negative thoughts about domestic tax payment. Also the Tax complexity system have contributed to increased failure for the taxpayers to meet their obligations (Annual Audit Report, 2019).

Further, IMF Survey (2020) also shows that 70 percent of the revenue is lost due to low tax compliance of small and medium business owners, the informal sector, and large companies in 2020. This blame was attached to the constant tax reforms that the government revise every year. The taxpayers in Kabale district complains that they are longer getting any appreciations on the capital invested (New Vision Monday 19th 2020). This is due to high taxes imposed on the goods and supplies such as VAT, export duties, local service tax. This therefore discourage the tax payers to fulfilling their tax obligations. Hence persistence of low levels of compliance causing the government’s failure to realize the required targets for financing the national budget. Unless this is addressed, it may lead to a national crisis. Therefore, the study was prompted to assess the effect of tax compliance on domestic revenue collection.

1.3 Purpose of the study

The study assessed the effect of Tax Compliance on Domestic Revenue Collection in Uganda.
1.4 Objectives of the study
1. To examine the effect of Tax Systems on Domestic Revenue Collection 
2. To establish the effect of Tax Compliance Costs on Domestic Revenue Collection

3. To assess the effect of Tax knowledge on Domestic Revenue Collection

1.5 Research Questions

1. What is the effect of Tax Systems on Domestic Revenue Collection? 

2. What is the effect of Tax Compliance Costs on Domestic Revenue Collection?

3. What is the effect of Tax knowledge on Domestic Revenue Collection?

1.6 Hypothesis of the study 
H0: there is no significant relationship between Tax Compliance and Domestic Revenue Collection in Uganda.

H1: there is a significant relationship between Tax Compliance and Domestic Revenue Collection in Uganda.

1.7 Scope of the study

Subject scope: The study assessed the effect of Tax Compliance on Domestic Revenue Collection in Uganda. In this regard the subject scope was focused on to examine the effects of Tax Systems on Domestic Revenue Collection, to establish the effects of Tax Compliance Costs on Domestic Revenue Collection and to find out the effects of Tax knowledge on Domestic Revenue Collection. 

Geographical scope: The area scope was limited to only Kabale Municipality to avoid too much complexity in research findings and also Kabale municipality having many business enterprises that can enable access to the information needed by the researcher. Kabale is located in the Kabale District of the Kigezi sub-region. It is about 142 kilometres (88 mi), by road, southwest of Kabale, the largest city in the Western Region of Uganda. This is approximately 410 kilometres (250 mi), by road, southwest of Kampala, Uganda's capital and largest city. The town lies 2,000 metres (6,600 ft) above sea level. The coordinates of Kabale are: 01 15 00S, 29 59 24E (Latitude: -1.2500; 29.9900).
Time scope: Then the time scope was from 2018-2020 and this enable the researcher to get more issues on the topic to enable better results from the findings.
1.8 Significance of the study

The study may be of importance in tax policy formation in the Ministry of Finance, Planning and Economic Development.
The suggested recommendations also help URA to improve on tax compliance of the citizens and also improve on revenue performance.

Also, it acts as a basis for further research to academicians who are interested in domestic tax collection.

The study gives an understanding of taxpayers’ motivation which can based on for guidance when developing tax policies and strategies that can influence compliance in order to have more revenue collected at less administrative costs to the tax authority

It may generate additional insights into the mechanism of tax reporting behavior when there is a change in the taxpayer’s knowledge about taxes.

The findings also may contribute to the development of more adequate descriptive theory for a broader approach to tax compliance as well as future research design.

The study may help government as it gives it an understanding of the process by which taxpayers perceive fairness in their exchange relationships and more importantly, to explore the characteristics of those taxpayers whose tax reporting behavior is more likely to be influence by perceived exchange equity. 

Findings of this research may add to the existing knowledge of tax compliance in Uganda which may further guide tax authorities in the development of strategies that strengthen compliance or fight non-compliance.

CHAPTER TWO

STUDY LITERATURE
2.0 Introduction

This chapter is composed of literature survey, the literature review and the conceptual framework. Literature survey entails citing out researchers that conducted similar topics relating to Tax Compliance and Domestic Revenue Collection. Literature review presents the related literature on the concept of Tax Compliance and Domestic Revenue Collection and it is built basing on the objectives of study. The conceptual framework shows the relationships between Tax Compliance and Domestic Revenue Collection.

2.1 Literature Survey

The problem associated with low Tax Compliance levels on Domestic Revenue Collection is not only unique to URA Kabale, but it has been studied by other researcher else where in Uganda. Different scholars have covered them in similar situations from different sectors.
Koote. (2020) analysed the effect of demographic features of small and medium entrepreneurs on tax compliance in Kampala-Uganda. The study used descriptive statistics in analysing, where different tax avoidance and evasion variables were presented against different demographic variables. The variables were gender, age, education, marital status, business venture, and tax payment status. Gender variable showed that men are more tax compliant since their businesses were formal and registered as opposed to women businesses whose businesses were informal, indoor, and unregistered business. The study also found that age variable had a positive effect on compliance. Furthermore, the study found that education variable had a positive effect on compliance since educated people like to maintain social status by acting as educated people who are expected to behave with civility. However, the study did not look at the effect of Tax Systems, Tax Compliance Costs and Tax knowledge on Domestic Revenue Collection which is the basis for this study. 
Nkonzi (2019) investigated factors affecting tax compliance in the real estate sector in Entebbe-Uganda. Multiple linear regression was used in the analysis where the dependent variable was compliance level and was regressed 35 against the effect of tax compliance cost, fines and penalties, and perceived opportunity for tax evasion. The findings from this study show that high compliance cost and perceived opportunity for tax evasion had a negative association with compliance, while tax education and knowledge; and fines and penalties had a positive relationship to compliance. Another study by Atawodi (2018) titled, “factors that affect tax compliance among small and medium enterprises in Northern Uganda,” found that lack of morale from the taxpayers to pay taxes voluntary was some of the factors that affect tax compliance. Other factors include bad business environment and ignorance. However, the study did not look at the effect of Tax Systems and Tax knowledge on Domestic Revenue Collection which is the basis for this study.
Naisikwe(2019) conducted a study to establish the effect of tax education on revenue collections in Northern division in Mbale Municipal Council. Mixed methods were employed in data collection and data was collected from a sample of 127 tax payers. The respondents were owners and managers from the registered SMEs operating in Mbale Municipality. Analysis was done using regression and Pearson’s correlation and conclusions were thereafter drawn. The study revealed that tax education has a significant effect on revenue collection. The findings further suggest that there is a significant relationship between tax education and revenue collection. The researchers therefore conclude that tax education programs improve on tax payer’s attitude towards tax compliance which may increase the revenue collections in the municipality. Researchers recommend that there should be continuous tax education programs to enable tax compliance. This should be done through initiatives where the municipality can work with civil society organizations to organize workshops and seminars to SMEs’ owners and managers. There is need to develop an interactive and convenient tax system where tax payers can easily pay the taxes to increase the compliance which eventually leads to more revenue realization.

2.2 Theoretical review 

The study was based on Planned behaviour theory by Ajzen (1991) and Economic Deterrence theory by Allingham and Sandmo (1972). Ajzen (1991) states that, the factors that influence tax compliance are analysed using a theory of planned behaviour. The planned action is dependent on behavioural intention, which in turn, depends on attitude towards behaviour, subjective norms, and perceived behaviour control. The perceived behavioural control refers to an individual’s perception of tax compliance. If the individual perceives that tax procedures are so difficult to comply with, they tend to evade paying taxes as opposed to fair tax procedures systems (Myles at el., 2010). In this study, a planned action was looked at on whether to avoid or evade taxes. Moreover, the attitude towards paying or not paying tax depends on culture, confidence and trust in the tax system (Alm, 2010). In addition, if society morale is low and attitude towards tax system is poor, then the individual was more likely to avoid paying taxes. The planned behaviour theory emphasizes that the paying of tax by individual or organisation is intrinsic.
The Economic Deterrence theory by Allingham and Sandmo (1972) states that taxpayer’s behavior is influenced by factors such as the tax rate determining the benefits of evasion, and the probability of detection and penalties for fraud which determine the costs (Allingham and Sandmo 1972). This implies that if detection is likely and penalties are severe, few people will evade taxes. In contrast, under low audit probabilities and low penalties, the expected return to evasion is high. The model then predicts substantial noncompliance. Although the model has been criticized for focusing exclusively on the coercive side of compliance, at the expense of the consensual (Sandmo 2005), there is some evidence to support the relevance of deterrence strategies to addressing non‐ compliance (McKerchar and Evans 2009). For example, the fear of getting caught, or the probability of detection, has been found in some contexts to be an effective strategy to induce truthful behavior. The theoretical principles of economic deterrence have also been widely adopted by tax administrations when developing enforcement strategies that rely principally on penalties and the fear of getting caught.

2.3 Review of related literature 
Tax compliance refers to the willingness of people to comply with tax authorities by paying their taxes (Peter & Dijke, 2007). According to Alm (2011), the scope of tax compliance includes, reporting income and paying all taxes in accordance with the applicable laws, regulations, and court decision. Tax compliance typically means, true reporting of the tax base, correct computation of the liability (accuracy), timely filing of the return, and timely payment of the amounts due (timeliness) (Franzoni, 2011).   
According to Sarker, (2010) Tax compliance can be defined as the degree to which a taxpayer complies (or fails to comply) with the tax rules of his country. He further said that it is widely accepted that the goal of an efficient tax administration is to foster voluntary tax compliance using all possible methods including penalties. Ssewanyana & Okidi, (2007) added that penalizing tax evaders or going after delinquent taxpayers are not in themselves the object of tax administration, although it would serve to encourage voluntary compliance if the taxpayers believe that the tax administration can effectively detect and punish non-compliance.

Uganda has a very low VAT Gross Compliance Ratio (VATGCR) of 26.50 in comparison to World and Sub-Sahara Africa (SSA) averages of 65.48 and 38.45 respectively. This low rate may be due to the significant number of exemptions. From an economic efficiency perspective, a moderate VAT rate with a broad consumption base and few exemptions is always preferred to a high rate with many exemptions. Cawley & Zake, (2010) also indicate that VATGCR has remained low because administration capacity and compliance did not improve as much as expected. Further, Uganda ‘s Corporate Income Tax Revenue Productivity (CITPROD) and Personal Income Tax (PIT) productivity (PITPTOD) measures of 0.03 and 0.11, respectively, indicate that Uganda uses these taxes less efficiently in generating revenue than World averages of 0.13 and 0.14 for CITPROD and PITPROD, respectively. The low revenue yields are partly attributable to low levels of voluntary compliance by taxpayers, (World Bank, 2007).
Tax compliance is a global concern because it ensures high government revenue collection. In Uganda, URA has sought to increase tax compliance by application of sanctions such as armed monitoring, audits, and closure of non-compliant tax payers’ businesses, penalties and suing of tax defaulters. The use of sanctions has increased collection of revenues and tax compliance ratio. Whereas there is an increase in the collection figures and compliance, tax compliance in Uganda is still below the global average of 20% and the sub Saharan average of 18% (URA, 2002/03-2006). The low level of tax compliance ratio could be a result of low intentions to pay taxes. This is because many traders believe that the tax compliance rules give them little time to arrange payment and this increases the temptation to evade, (Daily Monitor July 31, 2003). It further said that the low level could also be attributed to traders’ attitude towards URA. Many traders have a negative attitude towards URA. 

Cuccia and Carnes (2001) affirm in consistency with prior research (e.g. White, Curatola, & Samson, 1990; Christensen, Weihrich, & Newman, 1994) that, the mediating effect of explicit justifications on equity perceptions suggests that increased education that enhances the understanding and acceptance of specific sources of tax complexity and/or tax burden distributions may serve to re-frame equity assessments and lead to increased equity perceptions without actual law changes. According to Eriksen and Fallan (1996), better tax knowledge accounts, at least in part for the improved perception of fairness and attitudes to other’s tax invasion. It is apparent that preferences for progressivity in response to concrete questions differ significantly from abstract questions. Blum and Kalven (1953); Keene (1983) have suggested that the complexities of progressive taxation may not be well understood by the general public. If the consequences of progressive taxation are not well under- stood, then the results of surveys that rely solely on abstract questions to determine public support for progressive or flat tax rates may be misleading.

2.3.1 Tax system and Domestic Revenue Collection 

Several studies examine the effect of tax rate and tax compliance. Most of the studies found that the high tax rate causes high tax noncompliance (Hai & See, 2011). In their submission, Spicer & Becker (1980) found that taxpayers who are aware that their tax rate is higher than average tax rate paid by other have higher records of tax evasion. By implication, the perception by taxpayers that pay high tax rate is that they can outweigh their overpayment through tax evasion. Similarly, it was also found that taxpayers’ underreporting behavior is positively correlated with high tax rate (Clotfelter, 1983). 
More evidences show that the high tax rate is positively related to tax evasion and negatively related to tax compliance (Ali, Cecil, & Knoblett, 2001). Moreover, though majority of literature showed that the high tax rate is positively related to tax evasion and negatively related to tax compliance, other studies found either no relationship or in fact even positive relationship between tax rate and tax compliance. Thus, in a recent study in one of the African countries, the findings show that tax rate do not have any positive or negative effect on tax compliance (Modugu, Eragbhe, & Izedonmi, 2012). The fact is that the respondents, so the studies are undecided on the effect of tax rate on tax compliance.  
Other studies found a negative relationship between tax rate and tax evasion or positive relationship between tax rate and tax compliance. Moreover, the effect of tax rate on tax compliance is not only limited to country specific data; evidences are also obtainable in cross-country analysis. In a cross-country analysis of determinants of tax evasion internationally conducted with the OECD countries evidences showed that there is insignificant correlation between marginal tax rate and tax evasion (Richardson, 2006). However, the only study comes across by the current study which examines the effect of marginal tax rate on tax evasion or tax noncompliance. 
From the foregoing review, it is evident that there are mixed findings on the relationship between tax rate and tax compliance. In fact, other studies have confirmed this trend of conflicting finding (Richardson, 2006). Thus, it is suggested that since the economic literature on the effect of tax rate and tax compliance is not conclusive due mixed findings by various studies, the issue still require further investigation (Freire-Serén & Panadés, 2013). Thus, it is based on this suggestion that this study is undertaken to provide more evidence on the effect of tax rate on tax compliance. The study is different in two ways. One, it is carried out in developing Africa countries were evidence are lacking. Two, it is cross-country analysis in nature as the current study comes across only one study that examine the effect of tax rate on tax compliance. Thus, using cross-country analysis to examine this relationship will provide more facts on the influence of tax rate on tax compliance.
Tax complexity arises due to the increased sophistication in the tax law (Richardson & Sawyer, 2001). Tax complexity can take many forms such as computational complexity, forms complexity (American Institute of Certified Public Accountants, 1992), compliance complexity, rule complexity (Carnes & Cuccia, 1996), procedural complexity (Cox & Eger, 2006) and the low level of readability (Pau et al., 2007; Richardson & Sawyer, 1998; Saw & Sawyer, 2010). A review of tax complexity in a comparative study of seven countries by Strader & Fogliasso (1989) suggests that Japan, the UK, France, Italy and the US, all have highly complex tax system. Only Sweden and Netherlands are considered to have a moderately complex tax system. 

In New Zealand itself, various tax reforms have been made since the mid-1980s to overcome the complexity of the tax system (Hasseldine & Bebbington, 1991). However, Tan and Tower (1992) claimed that the efforts made by the tax authority at that time to simplify the tax law failed. In their study, the authors applied the Flesch Reading Ease Index to measure the readability level of New Zealand tax legislation, Tax Information Bulletins (TIBs) and Tax Return Guides. The Flesch Reading Ease Index measures the difficulty ranging from zero (most difficult) to 100 (least difficult). Their findings indicated that there was no progress with simplification at that time, except for the Tax Return Guides. Further, Tan and Tower (1992) recommended that shorter sentences and active style of writing will help improve the readability of tax legislation and consequently reduce the complexity of the tax law. 

A more recent study by Pau et al. (2007), however, provided contrary evidence on tax simplification in New Zealand. The researchers tested the effectiveness of the newly written Income Tax Act 2004, TIBS and binding rulings using readability measures, namely the Flesch Reading Ease Index, Flesch-Kincaid Grade Level Index, average sentence length and percentage of passive sentences. They found significant improvements in respect of tax simplicity through these measures. Sawyer (2007) agreed that there have been some improvements in tax simplification but continual change to the legislation has to a certain extent delayed the rewrite program (and also delayed the benefits). As an extension to the previous studies, Saw and Sawyer (2010) examined the readability of a sample of the selected sections of the Income Tax Act 2007, TIBs and binding rulings using similar measures as in Pau et al. (2007). 
In Malaysia, Mustafa (1996), who studied taxpayers’ perceptions towards the self-assessment system which was to be introduced (at that time), suggested the presence of tax complexity in Malaysia, particularly in terms of recordkeeping, too much detail in the tax law and ambiguity. The findings were partly consistent with the six potential causes of complexity labeled as: ambiguity, calculations, changes, details, forms and record-keeping, identified by Long and Swingen (1987). Such complexity was also present in Australia where it forces taxpayers to engage tax agents to deal with their tax matters (McKerchar, 2001; 2003). McKerchar (2003) further identified the most common problem faced by taxpayers is to understand the instructions in the Taxpack 2000. This is followed by the problems of understanding the rules, the tax return forms and other relevant written information provided by the tax authority.

2.3.2 Tax compliance costs and Domestic Revenue Collection

A compliance cost is spending of money in compliant with government necessities such as regulation or legislation (Mohamed, 2010). Furthermore, compliance costsusually comprise all costs connected with compliance with the law as well as administration and planning. The intensity of compliance costs falling on a taxpayer may possibly be such that the taxpayer would decide to avoid tax in order to compensate for what is observed as unnecessary compliance costs (Dollar, 2001). This tax scheme is complex with many processes such as licensing. These make it hard and costly for the small and medium business to act in good trust. Furthermore, it presents compliance costs that are considered higher for small and medium enterprises because of their low income (Dovan, 2009). Therefore, the broad knowledge in terms of education and tax specific knowledge contribute to the capacity and readiness to conforming or avoiding paying taxes (Antwi, 2015). 

Additionally, tax specific knowledge would be useful in raising compliance and consequently facilitate small and medium business owners to conform and raise their readiness to comply (Bolnick, 2004). Small and medium scales are to be found in different parts of the country, urban and rural areas (Calcopietro, 1999). Although tax offices, on the other side, are not in convenient locations, which implies that taxpaying by Small and medium scales is required to move from their position of business to the appropriate tax offices for them to fulfil their tax commitment (Pope, 2005). Nevertheless, distance from tax offices might also affect the psychology of the SMEs taxpayer and create massive problems that are also the main part of the tax compliance costs. Moreover, the farther the distance between the SMEs place of business from the tax office the higher the carrying costs and consequently the higher the compliance costs (Pope, 2005) 

Tax compliance costs are costs incurred by taxpayers, or third parties such as businesses, in meeting the requirements laid upon them in complying with a given structure and the level of tax (Eichfelder & Schorn, 2012). From literature, Eichfelder and Schorn (2012) analysed three reasons as to why compliance costs can be considered a major economic problem. First, they reduce the resources of private businesses without raising the financial budget of the government. Thus, they are an economic waste. Second, the economic burden of tax compliance decreases with growing business size and rises with the international orientation of businesses. These effects could reduce the competitiveness of small and medium-sized enterprises and reduce their access to international markets. Thirdly, Tax compliance costs seem to be linked to the compliance level. Hence, they could lead to tax evasion. Maseko (2014) found that taxpayers prefer tax bribes to reporting all their tax affairs implying that compliance costs influenced them to avoid tax compliance. 
Tax compliance costs include internal costs and external costs. Internal costs arise from the time costs of internal staff spent on maintaining and preparing information for professional advisers, completing tax forms and dealing with tax authorities on matters pertaining to inquiries, objections, and appeals (Loh et al., 1997). External costs arise from payments to acquire the services of lawyers, accountants, and investment advisers from outside the company (Loh et al., 1997). External costs are more easily recognisable and quantifiable compared to internal costs. Internal costs are difficult to quantify as their estimation requires fairly subjective apportionment of joint overhead and other costs. External costs, mainly in the form of advisors’ costs, using professional tax service providers is one of the main costs contributing to the cost of complying with taxation legislation (Coolidge et al., 2009).

Abrie and Doussy (2006) found out that compliance swallows up resources that could be devoted to a more effective running of the businesses. The majority of SMEs experience their tax liability as an increasing burden; they do not have enough skilled staff to handle tax compliance issues and often have to incur “extra” tax costs as a result. Loh et al. (1997) found out that regressive nature of tax compliance costs is robust and statistically significant and the major proportion of compliance costs relates to computation costs and that there is a heavy reliance on external advisers even for the larger companies. Musimenta et al. (2019), found compliance costs are significantly related to tax compliance of financial services firms.

According to Pope (2005), compliance costs do not appear to be declining over time. Tax compliance costs are important for Small and Medium Enterprises in most Organisations for Economic collaboration and improvement (OECD) of the tax authority. Hence, they are predominantly high in absolute terms to the extent of the business, whether measured by based on earnings, income, and number of workers or any other alternative (Alabede, 2011). Schoonjans et al. (2011) argue that SME taxpayers could face economic difficulty, because of proportionately higher compliance cost. Moreover, high tax compliance costs may explain why SMEs‟ tax compliance levels are lower than expected, as many of these business enterprises may perceive the tax systems to be unfair (Namsonge, 2014). Generally, the small and medium enterprises bear higher compliance load due to the monotonous compliance procedures, which are needed by tax authorities (Dovan, 2009). Important knowledge regarding procedures characteristic to tax laws is needed. Nevertheless, this is disputed because tax laws are liable to change frequently (Clifford and Amay, 2013), are more difficult and confusing than laws and regulations in general (Cooligne, 2012). Therefore, the laws are more prone to be unstated by non-professionals‟ (Kirchler, 2007).
2.3.3 Tax knowledge and Domestic Revenue Collection

Tax knowledge is the level of consciousness or kindliness of the taxpayers to tax legislation (James and Allen, 2004). Tax knowledge is defined as the processes by which taxpayers become conscious of tax laws and other types of tax related information (Calcopietro, 1999). Furthermore, the level of formal education received by SMEs taxpayers is imperative to factors that contribute to the understanding of tax requirements, particularly concerning with registration and filing requirements (Ali and Fjeldistad, 2014).
Majority of the small and medium business have a low education background, and for that reason, they have no enough skills and capacity of accessing online tax register and earnings (Frozen, 2009). Additionally, for those with contemporary education, they still have no computer skills that may possibly facilitate them in utilizing the online services for tax register and proceeds (Saad, 2009). Moreover, most of the small and medium enterprises have no conscious of business start-up regulation and taxation procedures due to inadequate effective information on distribution tactic on government policies. Therefore, due to lack of access to precise information the small and medium business become non-compliant (Kipilyango, 2012). 

According to Martin and Gomes (2014), tax compliance is positively associated with education. Moreover, good tax compliance may need specific tax knowledge that an overall education level cannot give out (Kircher, 2007). For instance, income tax compliance might depend on a broader understanding of the present tax laws and the taxability of different types of SMEs income. Consequently, tax knowledge for SMEs is necessary as an influencing factor on tax compliance (Smith at el. 2010). According to Fallan and Eriksen (1996), with a logical understanding of the tax laws, SMEs are willing to respect the tax scheme; as a result, they are more willing to pay the tax than escaping it. Moreover, individuals become educated in the aspect of tax planning, tax rule and others. According to Kasipillai et al. (2003), tax knowledge enhances an individual’s consciousness and morals to minimizing their tendencies of tax noncompliance. In order to raise the level of tax compliance, tax knowledge for SMEs plays a very important role (Richardson, 2006; Kirchler et al., 2008). Therefore, people should be provided with tax education so that each one has sufficient knowledge of tax system.

According to Richardson (2006), tax education is the only effective and efficient tool promoting taxpayer’s compliance. Additionally, if SMEs taxpayers understand the fundamental conception of taxation well, they become willing to comply (Marziana et al., 2010). Furthermore, previous studies have shown that tax knowledge has a very close association with taxpayers‟ capacity for grasping the regulation and laws of taxation and their capacity to obey (Pope, 2005). Tax education to Small and medium scales enterprises becomes essential while there is an intention of rising tax collections in a particular country (Saad, 2012). In order to raise the voluntary tax compliance amongst entrepreneurs in the Small and medium scales sector, and at the same time maintaining the economy, principles of taxation and tax knowledge are constantly being provided to these entrepreneurs (Pashev, 2005). According to Richrdson (2006), tax education is essential in increasing public awareness particularly on taxation laws, the function of tax in the national development, particularly the description of how and where the money collected is spent by the federal government. Therefore, knowledge from this study justified the decision of using tax education as a mechanism of enhancing voluntary tax compliance among SMEs.

Tax knowledge is an essential element in a voluntary compliance tax system (Kasippilai, 2000), particularly in determining an accurate tax liability (Palil, 2005; Saad et al., 2003). More recent studies undertaken in Malaysia (Loo, 2006; Loo et al., 2008; 2009) also suggested tax knowledge to be the most influential factor to determine taxpayers’ compliance behavior under the self-assessment system. This is empirically established by several other studies (for example, Kasipillai & Jabbar, 2003; Kirchler et al., 2006), which documented that possessing tax knowledge would lead to higher compliance rates. 
On similar note, the absence of tax knowledge may lead to noncompliance behavior among taxpayers, either intentionally or unintentionally. This is postulated by McKerchar (1995) who studied small business taxpayers in Australia. She suggested that small business taxpayers are not even aware of their tax knowledge shortfall and this may lead to unintentional non-compliance behavior. Such evidence was also documented among individual taxpayers in Malaysia who unintentionally committed mistakes in their tax return forms (Loo, et al., 2008). In this study, a mixed method design was used by conducting mail survey, quasiexperiment and case study concurrently between November 2005 and July 2005.
The abovementioned studies, which indicate a positive relationship between tax knowledge and compliance behavior, however, were not consistent with an earlier study by Harris (1989), who claimed that tax knowledge has no direct significant effect on taxpayers’ compliance behavior. One possible explanation for such inconsistent results is the difference in tax jurisdictions. The studies mentioned above were either conducted in Malaysia or Australia, while this study was conducted in the US. Another potential reason may be that the different measures were used in the studies.
2.4 Domestic revenue collection
Revenue refers to the total amount of money received by a company from goods and services sold (Parkin 1995). According to Patton (1993), Public revenue means those amounts the Local Government (LG) receives from different sources (donations, government grants and local revenues e.g. licenses, market dues and other miscellaneous revenues). In other words, the income of the local government is public revenue. The major sources of local revenue include; parking fees, market dues, land fees, trading licenses, inspection and plan fees, registration fees, water revenue, taxes on specific services, local service tax (LST), among others (Mutenyo, 2000).

According to National Service Delivery Survey (2008), the government has the obligation to provide services to its citizens and to steer economic growth and development through the provision of public services. The public service is the main implementing machinery for national development programmes and specifically, the delivery of public services. It is therefore very important for the public service to monitor and evaluate the delivery of public services and to obtain feedback from service recipients, regarding their efficiency and effectiveness.
Revenue collection helps to achieve service delivery in the Local government by co-funding development projects for example the child and early nutrition project in the health sector. Local government development programmes and plan for modernization of agriculture grants for both higher and lower local government though sometimes revenue collections are used to fund stand-alone projects for the local population. Service delivery is defined as the process of extending basic services like education, health care, water, transport and communication where the end users are the public or the local people within the council. In other words, the locals are the beneficiaries (Bungling, 1997). Local government budget is said to dominated by health, education, and road sector according to the secretary of finance, 95%funding were expected from government transfers, 4.1% from donors and NGOs sponsorship while only 0.9% was expected from revenue collection because tax collectors face external political interventions to make them deviate from the laid down revenue collection procedures and regulations leading to tax evasion and tax avoidance hence poor revenue collection (Burke, 1964). 
Despite rapid urban growth, most of sub-Saharan Africa’s population continues to live in rural areas. For that reason alone, local government in rural Africa and its capacity to deliver public goods and services merits both investment and interest. Moreover, it is in the rural areas of Afriica that the poorest live and where the greatest challenges for poverty reduction exist focusing on poverty reduction in Africa almost invariably implies the need to pay special attention to the rural dimensions of poverty (Walt, 2000).

It is evident that the single most important source of revenue for local governments in Uganda is transfer from central governments. While a high proportion of central transfers by itself do not injure the autonomy of the local government, the conditions frequently attached to these transfers undermine genuine local decision making. The majority of these transfers are conditional. (Ahmad, 2006). This, coupled with the low revenue base, threatens the autonomous functioning of local governments. Find that the level of debt financing in local governments’ budgets is very low. This is due to the stringent cap imposed on them by the law which forbids local governments borrowing from exceeding 25% of locally generated revenue. This has contained the indebtedness of local authorities, but at the same time it has eliminated the ability of local governments to access additional resources to finance service delivery that is based on local needs (Byarugaba, 1995).

Local revenue collected enables local governments to implement their planned budgets and work plans. They use this revenue for co-funding on capital projects, monitoring of all the programs and the general supervision of constructing latrines, classrooms and health centers and opening of community roads to ensure better standards so as to meet the desired services (Manor, 1998). But despite of all that, The level of service delivery in Kabale District local government remains poor as evidenced by high maternal deaths, high poverty levels, the poor hygiene of the communities ,poor sewerage system, dumping sites, water source, and street lights that all turned out to be nonexistent or below standards (Ahmad, 2006).

According to the Local Government Finance Commission Act of 2004, revenue collection is important to local governments for a number of reasons like promoting the autonomy of local governments, maintaining and sustaining investment and savings, meeting the co-funding and borrowing obligations, financial council operations and funding other locally prioritized services and projects. (Surrey, 1974) contends that the basic collection administrative procedures include identifying and locating tax payers, checking on tax payers’ compliance and collection of taxes. (Vehorn & Alunad, 1997) also shares on this on this view while commenting on sub-national administration generally and (Silivan, 1992) concluded that revenue collection will result specifically from taxpayer registration, training data processing, tax payers relations and simplification forms (Byarugaba, 1995) 

According to Bahiigwa et al (2006), the adoption of fiscal decentralization in Uganda saw many local governments involved in the collection of taxes using public servants. However, they further observed that due to the increasing appetite for tax base expansions and outsourcing of tax collection, private tax collection or tax fanning was adopted as an innovation. This private tax collection or tax fanning is what Stella (1993) defines as a system wherein, the tight to collect certain taxes owned by the state is auctioned off to the highest bidder (Manor, 1998).

As one of the strategies to increase local government revenue, Uganda adopted the use of private firms for this purpose. This was one of the popular strategies to remedy problems of revenue mismanagement in local governments. The end result would be to improve revenue collection efficiency, effectiveness and accountability. (Tungodde, 2003) support this argument saying that privatization of government services was rapidly becoming a key feature in the management of revenues in developing countries. They observed that the present enthusiasm for private tax collection among bureaucrats, and other participants in the policy debate on local government finances was echoed as increasing efficiency and effectiveness.

In Uganda revenue collection has been facing a declining trend over the years which need attention to focus on the underlying causes of this declining trend. Local government revenue sources have faced a drastic decline and therefore have to depend on the central government funding which accounts for 95~98% of their budgets. Transfers to local governments as a percentage of public expenditure has fallen from around 47% in 2001/2002 to about 22% in 2008/2009. Thus, meaning more resources are being retained at the centre (Kadiresan, 2009). in this view, a number of studies have been conducted to reverse this trend among which is the inventory of best practices by local authorities inspection department (Ministry of Local Govenunent, 2004) and other factors given for this trend include; over reliance on graduated tax and existence of obsolete tax laws like Property Tax (Rating decree) 1997, Town and County Planning 1964 and others.

In local government, revenue collection can be improved through sensitization of tax payers (Lubega, 2000) as means of shaping their attitudes and ensure compliance to tax payers. Regulations 28 and 34 of the Local Government Financial and Accounting regulations 1998 highlights duties of revenue collector, guides revenue collectors on accountabili~ of revenue collected.

In some instances, where low revenues are collected, so as to enable delivery of services, it is attributed to uneven tax administration, (Silivan, 1992). Revenue collection has to comply with certain general principles of raising revenue and how these principles should be fair, gonvenient and certain. The collection and administration of revenue must be economical to the collectors and administrators (Katarikawe, 1996). However, Stella, 1993 is against decentralization that if local authorities are left to make decisions for themselves, govern themselves, they was less competent, abuse their powers and be unable to collect revenues due to public pressure since few modern sates have ranted private collection a permanent stature in their revenue generating process. Miksell, 1986) observes that the resources used in revenue collection provide limited or net service and that is why (Musgrave, 1969) stressed that in pursuit of fiscal policy and achievement of optimum tax revenue levels, minimum administration costs have to be incurred in the tax revenue collection process.

2.5 Conceptual framework
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Figure 2.1: Conceptual Framework

Source: Ajzen (1991), Allingham and Sandmo (1972) modified by researcher (2021).

Figure 2.1, reveals the conceptual framework which is developed from the literature and theory reviewed. The conceptual framework shows that Tax Compliance explains Domestic Revenue Collection. Tax Compliance is conceptualized as an Independent Variable and includes Tax system which is conceptualized as Tax rates and Number of taxes; Tax compliance costs conceptualized as Staff costs and Audit and legal costs; while Tax knowledge is conceptualized as Return filling knowledge and Computation knowledge. On the other hand, Domestic Revenue Collection is conceptualized as Prompt filing of tax returns, Prompt payment of taxes, Reduced tax arrears, and Reduced tax evasion.

CHAPTER THREE

METHODOLOGY

3.0 Introduction

This chapter shows a description of research design, study population, sampling design which includes the sampling method, sampling procedure and sample size, sources of data collection, data collection methods, data processing, analysis and presentation and the problems encountered.

3.1 Research Design

A research design is a detailed plan which guides the study. Dalton L. R. and Todor, C (1979) defines it as the plan and structure of investigation so conceived as to obtain answers from research questions. 
Research approach: The study employed phenomenological research approach. Phenomenological study set aside biases and preconceived assumptions about human experiences feelings, and responses to a particular situation.

Research Strategy: The study used a descriptive research design in which both qualitative and quantitative techniques were utilized. 

Research classification: The study employed concurrent triangulation involving the collection and analysis of quantitative and qualitative data at the same time, but separately. Creswell, (2014) defines quantitative method as “the use of closed model questions which is convenient for the requirements of data while qualitative method involves in-depth interviews of information.” Qualitative research is a scientific method of observation to gather non-numerical data.

Research duration: The study adopted a cross-sectional survey design. Cross-sectional survey design is a research approach in which the researchers investigate the state of affairs in a population at a certain point in time (Mohammad, 2013). Here, the researcher collects data on only a small part of the population to obtain information about the sampled elements of the population as a whole.

3.2 Study Population 

The study population included 100 respondents (staff from Uganda Revenue Authority, market vendors, property tax payers, Boda Boda Cyclists, UTODA officials and tax authority).

3.3 Sample Size

The study involved 80 respondents; the respondents to included staff from Uganda Revenue Authority, market vendors, property tax payers, Boda Boda Cyclists, UTODA officials and tax authority and was determined scientifically using the table for sample size determination developed by Krejcie and Morgan (1970). Basing on the table, a sample size of 80 is adequate for the target population of 100.

Table 3.1 Population and sample size 
	Respondent Category 
	Target population
	Sample size
	Sampling technique 

	Market Vendors
	45
	40
	Simple Random Sampling 

	Property Tax Payers
	15
	10
	Simple Random Sampling

	Boda Boda Cyclists
	15
	10
	Simple Random Sampling

	UTODA officials
	5
	5
	Continence sampling 

	URA Staff
	20
	15
	Simple Random Sampling

	Total 
	100
	80
	


3.4
Sources of Data

3.4.1
Primary Sources Data

Primary data was collected by use of questionnaires and interview guides in the field who were assumed to give first-hand information on the subject under study. 

3.4.2 Secondary Sources
Secondary data was got from sources like; Annual reports, Journal articles, internet, magazines, newspapers and books related to the subject of the study and these was consulted at length to extract the information required to support the findings from the study respondents. The researcher visited such places and got information that was related to the study variables as presented in literatures review.  

3.5 Data Collection Methods

The study was incorporated the use of various methods in the process of data collection in a bid came up with sound, concrete and credible research findings. The researcher therefore amalgamated the use of questionnaire, interviews and documentary analysis in the process of collecting primary data.

3.5.1 Self-administered questionnaire; An open and close ended questionnaire was constructed and this was self-administered where the researcher allowed the study respondents to fill the questionnaire in the study field. The questionnaire tool collected information from tax payer and Uganda Revenue Authority employees other than the head of departments.
3.5.2 Interview guide:

 An interview guide was    also drafted with a set of questions that the researcher asked respondents during an interview and this was open ended in nature. The researcher personally recorded the provided responses as per study respondents during the process of carrying out an interview. This tool was used to collect information from respondents selected from head of departments at Uganda Revenue Authority.

3.6. Measurement of Variables

The study used 5-point likert scale to measure the variables which are Tax Compliance and Domestic Revenue Collection to come up with findings. This ranged from strongly agree to strongly disagree (strongly agree, agree, not sure, disagree, and strongly disagree).  

3.7 Reliability and validity

Validity: Validity of an instrument that was used this study was consistent with the definition provided by Miles and Huberman (1994), as the” extent to which the items in the instrument measure what they are set out to measure.” The validity of the instruments was established by the supervisor. Cook and Campbell (1979) define validity as the "best available approximation to the truth or falsity of a given inference, proposition or conclusion. After constructing the questionnaire, the researcher was contact two research experts in order to determine whether his questionnaire tool was   valid in a way of collecting information that was   used in understanding the research problem. Hence the researcher constructed the validity of the instruments by using expert judgment method as suggested by Gay (1996).  The instrument was refined based on experts’ advice. The following formula was used to test validity index.

CVI =    No. of items regarded relevant by judges

                              Total No. of items

Nevertheless, the CVI were greater than 0.7 as shown in table 3.2., this means that the instrument content was regarded valid. That is the products of the CVI test were greater than 0.7 as recommended.

Table 3.2: Content Validity Index results

	Factors  
	Content Validity Index

	Tax system    
	0.895

	Tax compliance costs  
	0.875

	Tax knowledge  
	0.757

	Domestic revenue collections
	0.851


Source: Pretest Data (2021)

Reliability, according to Miles and Huberman (1994), has to do with the extent to which the items in an instrument generate consistent responses over several trials with different audiences in the same setting or circumstances”. The reliability of the instruments and data was established following a pre-test procedure of the instruments before their use with actual research respondents. Reliability refers to the extent to which a test or other instrument is consistent in its measures. They added that if a test is not reliable, one cannot find the answers to our questions (Cook and Campbell, 1979). The researcher determined reliability of the questionnaire through carrying out a Pilot study test before the time of the study. A pilot study was carried out to know whether the data instruments was able to establish the required data and it only covered two people selected from the study area. The Researcher was given information that was expected out of respondents as she considered the data instruments reliable in the collection of valid information. 

This is shown in table 3.3 as Tax system represented by Cronbach Alpha Coefficient of 0.850, Tax compliance costs with the coefficient of 0.859, Tax knowledge with 0.845 ad Domestic revenue collections with 0.710.
Table 3.3: Reliability Results-Cronbach Alpha Coefficient 

	Factors  
	Cronbach Alpha Coefficient

	Tax system    
	0.850

	Tax compliance costs  
	0.759

	Tax knowledge  
	0.845

	Domestic revenue collections
	0.710


Source: Pretest Data (2021)

3.8 Research Procedure

The study observed all those procedures followed in research. Using the letter of introduction obtained from the Dean Faculty of Business administration, the researcher was    introduced to every respondent reached at, fully explaining the purpose of research. After getting their consent, he conducted the research. The researcher also built the confidence of the respondents by assuring them that their views was confidential and was used only for academic purposes.

3.9 Data Management
Data collected was handled as follows;

3.9.1 Data editing
editing of collected data was done to make the data ready and simpler for presentation. The filled questionnaires were edited one by one to correct errors that was done by the study respondents. Data was edited in order to check for accuracy, completeness, consistency and uniformity. 

3.9.2   Data presentation
The edited data was ready for presentation. Presentation of data involved the use of tables that was generated from the questions relevant to the study variables.

3.9.3 Data analysis 
According to Gillham, (2000) data analysis procedure includes the act of packaging the collected information putting in order and structuring its main components in a way that the findings can be easily and effectively communicated.

Quantitative data: Cleaned data was analysed using both statistical and narrative methods. Quantitative data was analyzed with the aid of the SPSS Vision 23 to compute descriptive and inferential statistics. Descriptive statistics was used in presenting the data in a more meaningful way, which allowed simpler interpretation of the data. Inferential statistics helped to make generalizations about the field data. The relationships between the variables was analyzed. Tables was used to interpret, summarize, justify and conclude the study. Inferential statistics from each objective was analysed using regression analysis. 

Qualitative data: Qualitative data analysis was made using content analysis technique by examining data collected from interviews and questionnaires. The data collected from interviews was summarized. Quotations was interpreted concerning their contents in relation to a particular research question and objectives. In the process of coding and analysis, the content of the same categories was considered and accordingly worked upon.

3.10 Ethical Consideration

Before commencing the research, an introductory letter from the University sought and the purpose of the study explained to the authorities to avoid inconveniences and misunderstandings about the purpose. The information collected was kept highly confidential. 

3.11 Limitations of the study

The study involved the following constraints;

The time allowed to do this research was not enough to allow exhaustive study and obtain all the essential information for much more suitable conclusions. The problem was minimized by putting much effort on this research so as to meet the deadline.

The Researcher was limited by financial resources such as the transport costs and stationery to carry out her research effectively. In an effort to mitigate this shortcoming, the researcher sourced for funds from a few sponsors.

Slow or non- response: Since the researcher does not know the kind of respondents to deal with, some of them failed to respond or delay to do so. The researcher makes convenient appointments with the respondents and encourages them to respond and give true information in time.

Bureaucracy might delay the study. From all the procedures, getting data from management take time. However, the researcher takes time and appeal to the bureaucrats for data.  Time and resources constraints restricted the scope of the research. Despite the researcher effort to expand the scope of the research by getting into more in-depth study of cash management, it may not materialize due to the practical difficulties faced during the work.

Financial constraints-The research required substantial amount of money for traveling, printing questionnaires among others. To solve this problem, the researcher solicited funds from family members and friends and also looked for cheaper service providers.

Language barrier-The researcher met people who didn’t understand English. The researcher looked for an interpreter for effective gathering of information. 

CHAPTER FOUR

BACKGROUND INFORMATION OF RESPONDENTS

4.0: Introduction 

This chapter presents the analysis of the demographic characteristics. 
4.1 Background Information 
Table 4.1: Response rate of respondents

	
	Frequency
	Percentage (%)

	Total number of questionnaires distributed
	80
	100.0

	Total number of questionnaires returned 
	63
	78.8


Source; Primary data, (2022)
As seen in Table 4.1, out of the 80 questionnaires distributed, 63 were returned giving a response rate of 78.8%. This response rate was sufficient and representative for the study population because Mugenda and Mugenda (2003) asserted that a response rate of 50% and above is adequate for analysis and reporting.

Table 4.2 Gender of respondent
	
	Frequency
	Percent
	Valid Percent

	
	Male
	26
	41.3
	41.3

	
	Female
	37
	58.7
	58.7

	
	Total
	63
	100.0
	100.0


Source; Primary data, (2022)
Table 4.2, the study revealed that gender of the respondents where 58.7% of them were female and 41.3% were male. This implies that the researcher did not have gender bias in conducting the study. 

Table 4.3 Level of Education
	
	Frequency
	Percent
	Valid Percent

	
	Primary
	2
	3.2
	3.2

	
	O-Level
	10
	15.9
	16.1

	
	A-Level
	8
	12.7
	12.9

	
	Diploma
	33
	52.4
	53.2

	
	Degree
	9
	14.3
	14.5

	
	Total
	62
	98.4
	100.0

	Missing
	System
	1
	1.6
	

	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 4.3, established that the education level of the respondents, and their responses were; 53.2% of the respondents had completed diploma as their highest level of education, 16.1% were O-Level certificate, 14.5% had completed a degree, 12.9% had A-Level certificate and 3.2% had attended only primary level. This implies that the respondents could interpret the questionnaire effectively, hence providing relevant information needed by the study. 

Table 4.4 Marital status
	
	Frequency
	Percent
	Valid Percent

	
	Single
	49
	77.8
	77.8

	
	Married
	11
	17.5
	17.5

	
	Separated
	1
	1.6
	1.6

	
	Widowed
	2
	3.2
	3.2

	
	Total
	63
	100.0
	100.0


Source; Primary data, (2022)
Table 4.4 indicates that the majority of   data was obtained from single (77.8%). This was followed by 17.5% for those who married, 3.2% and 1.6% for the Widowed and Separated respectively. 

Table 4.5: Age group
	
	Frequency
	Percent
	Valid Percent

	
	20-29
	16
	25.4
	25.4

	
	30-39
	31
	49.2
	49.2

	
	40-49
	15
	23.8
	23.8

	
	50-
	1
	1.6
	1.6

	
	Total
	63
	100.0
	100.0


Source; Primary data, (2022)
The table 4.5 presents the age groups of the respondents, where 49.2% were between 30-39 years, 25.4% were between 20-29 years, 23.8% were between 40-49 years and 1.6% was 50 years old and above. The study concludes that there were respondents from all the age groups meaning the Kabale Municipality does not have age discrimination.  

CHAPTER FIVE
TAX SYSTEM AND DOMESTIC REVENUE COLLECTIONS
5.0. Introduction 

The chapter presents findings on the relationships between tax system and domestic revenue collections. The results are presented in the Table 5.1-5.8.

5.1. I hate paying taxes because tax rates are too high
Respondents were asked to indicate whether tax payers hate paying taxes because tax rates are too high. The responses are presented in Table 5.1.
Table 5.1: Tax payers hate paying taxes because tax rates are too high
	
	Frequency
	Percent

	
	Strongly Disagree
	13
	20.6

	
	Disagree
	9
	14.3

	
	Not Sure
	5
	7.9

	
	Agree
	13
	20.6

	
	Strongly Agree
	23
	36.5

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 5.1, indicates that the majority of the respondents generally agreed (57.1%) that tax payers hate paying taxes because tax rates are too high. However, 25% disagreed and 7.9% were not sure. Despite the divergence in the responses, the study concludes that tax payers hate paying taxes because tax rates are too high since the majority of the respondents disagreed. It is therefore recommended that tax payers hate paying taxes because tax rates are too high. One of the key informant said that,
“High taxes may inhibit economic growth, and the government sometimes institutes tax cuts during periods of economic hardship to encourage spending and growth. Opponents of taxation may also argue that taxes act as a disincentive to work, since they reduce the direct financial reward of earning income”.

5.2 The tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers
Respondents were asked to indicate whether the tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers. The responses are presented in Table 5.2.
Table 5.2: The tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	11
	17.5
	17.5

	
	Disagree
	30
	47.6
	65.1

	
	Not Sure
	8
	12.7
	77.8

	
	Agree
	7
	11.1
	88.9

	
	Strongly Agree
	7
	11.1
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 5.2, indicates that the majority of the respondents generally disagreed (65.1%) that the tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers. However, 22.2% agreed and 12.7% were not sure. Despite the divergence in the responses, the study concludes that the tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers.

5.3 The tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion
Respondents were asked to indicate whether the tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion. The responses are presented in Table 5.3.

Table 5.3: The tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	7
	11.1
	11.1

	
	Disagree
	8
	12.7
	23.8

	
	Not Sure
	5
	7.9
	31.7

	
	Agree
	21
	33.3
	65.1

	
	Strongly Agree
	22
	34.9
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Results in the Table 5.3 indicate that the majority of   the respondents (68.3%) generally agreed that, the tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion. However, 23.8% disagreed and 7.9% were not sure. Despite the divergence in the responses, the study concludes that, the tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion.

5.4 URA has in place a computerized system that is able to detect people not paying the right amount of tax
Respondents were asked to indicate whether URA has in place a computerized system that is able to detect people not paying the right amount of tax. The responses are presented in Table 5.4.

Table 5.4: URA has in place a computerized system that is able to detect people not paying the right amount of tax
	
	Frequency
	Percent
	Valid Percent

	
	Strongly Disagree
	6
	9.5
	9.7

	
	Disagree
	8
	12.7
	12.9

	
	Not Sure
	3
	4.8
	4.8

	
	Agree
	24
	38.1
	38.7

	
	Strongly Agree
	21
	33.3
	33.9

	
	Total
	62
	98.4
	100.0

	
	Missing System
	1
	1.6
	

	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 5.4, indicates that the majority of the respondents generally agreed (72.6%) that URA has in place a computerized system that is able to detect people not paying the right amount of tax. However, 22.6% disagreed and 4.8% were not sure. Despite the divergence in the responses, the study concludes that URA has in place a computerized system that is able to detect people not paying the right amount of tax since the majority of the respondents agreed. 

5.5 The authority ensures that those who evade paying tax repeatedly receive jail sentence
Respondents were asked to indicate whether the authority ensures that those who evade paying tax repeatedly receive jail sentence. The responses are presented in Table 5.5.

Table 5.5: The authority ensures that those who evade paying tax repeatedly receive jail sentence
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	17
	27.0
	27.0

	
	Disagree
	6
	9.5
	36.5

	
	Not Sure
	6
	9.5
	46.0

	
	Agree
	22
	34.9
	81.0

	
	Strongly Agree
	12
	19.0
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 5.5, indicates that the majority of the respondents (54%) generally agreed that the authority ensures that those who evade paying tax repeatedly receive jail sentence. However, 36.5% disagreed and 9.5% were not sure. Despite the divergence in the responses, the study concludes that, the authority ensures that those who evade paying tax repeatedly receive jail sentence.

5.6 Collected tax is not well-spent as public service in Kabale municipality
Respondents were asked to indicate whether collected tax is not well-spent as public service in Kabale municipality. The responses are presented in Table 5.6.

Table 5.6: Collected tax is not well-spent as public service in Kabale municipality
	
	Frequency
	Percent

	
	Strongly Disagree
	7
	11.1

	
	Disagree
	2
	3.2

	
	Not Sure
	14
	22.2

	
	Agree
	23
	36.5

	
	Strongly Agree
	13
	20.6

	
	Total
	59
	93.7

	Missing
	System
	4
	6.3

	Total
	63
	100.0


Source; Primary data, (2022)
Table 5.6, indicates that the majority of the respondents (61.0%) generally agreed that, collected tax is not well-spent as public service in Kabale municipality. However, 23.7% disagreed and 15.3% were not sure. Despite the divergence in the responses, the study concludes that collected tax is not well-spent as public service in Kabale municipality since the majority of the respondents (61.0%) agreed. 

5.7 Tax penalties are not deterrent enough in Kabale municipality
Respondents were asked to indicate whether tax penalties are not deterrent enough in Kabale municipality. The responses are presented in Table 5.6.

Table 5.7: Tax penalties are not deterrent enough in Kabale municipality
	
	Frequency
	Percent

	
	Strongly Disagree
	12
	19.2

	
	Disagree
	6
	9.5

	
	Not sure
	23
	36.5

	
	Agree
	22
	34.9

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 5.7, indicates that the majority of the respondents (71.4%) generally agreed that tax penalties are not deterrent enough in Kabale municipality. However, 9.5% disagreed and 9.5% were not sure. Despite the divergence in the responses, the study concludes that, tax penalties are not deterrent enough in Kabale municipality since the majority of the respondents agreed. 

5.8: The Tax law is not simple and clear in Kabale municipality
Respondents were asked to indicate whether the Tax law is not simple and clear in Kabale municipality. The responses are presented in Table 5.8.

Table 5.8: The Tax law is not simple and clear in Kabale Municipality
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	12
	19.0
	19.4
	19.4

	
	Disagree
	8
	12.7
	12.9
	32.3

	
	Not Sure
	19
	30.2
	30.6
	62.9

	
	Agree
	13
	20.6
	21.0
	83.9

	
	Strongly Agree
	10
	15.9
	16.1
	100.0

	
	Total
	62
	98.4
	100.0
	

	Missing
	System
	1
	1.6
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 5.8, indicates that the majority of the respondents (37.1%) generally agreed that the Tax law is not simple and clear in Kabale municipality. However, 32.3% disagreed and 30.6% were not sure. Despite the divergence in the responses, the study concludes that, the Tax law is not simple and clear in Kabale municipality since majority of the respondents agreed. 

5.9 Regression analysis 

A multiple linear regression analysis was done to examine the relationship of the tax system and domestic revenue collections. 

Table 5.9.1: ANOVA a Test Result
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	15.259
	1
	15.259
	32.549
	.000b

	
	Residual
	27.659
	59
	.469
	
	

	
	Total
	42.918
	60
	
	
	

	a. Dependent Variable: Domestic revenue collections

	b. Predictors: (Constant), Tax system 


The study used ANOVA to establish the overall significance of study’s regression model at a 95% confidence level (5% significance level). The ANOVA results in table 5.9.1 revealed a positive significant relationship between tax system and domestic revenue collections (F=32.549, P<.000). This implies the tax system positively contributed to the improved domestic revenue collections.

Table 5.9.2: Coefficients Test Result
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	2.154
	.264
	
	8.167
	.000

	
	Tax system  


	.380
	.067
	.596
	5.705
	.000


a. Dependent Variable: Domestic revenue collections
According to Table 5.9.2, tax system significantly influences domestic revenue collections which is established as (beta value=.596, t=8.167, P<.000). This therefore implies that tax compliance variables have moderate positive relationship with domestic revenue collections at Kabale Municipality. This is because their p-values (0.000) less than the common alpha level of 0.05.

CHAPTER SIX
TAX COMPLIANCE COSTS AND DOMESTIC REVENUE COLLECTIONS
6.0. Introduction 

The chapter presents findings on the relationships between tax compliance costs and domestic revenue collections. The results are presented in the Table 6.1-6.10.

6.1. It is easy for the tax collection authorities to collect revenues today than in the past.
Respondents were asked to indicate whether It is easy for the tax collection authorities to collect revenues today than in the past. The responses are presented in Table 6.1.
Table 6.1: It is easy for the tax collection authorities to collect revenues today than in the past.
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	29
	46.0
	46.0

	
	Disagree
	12
	19.0
	65.0

	
	Not Sure
	10
	15.9
	80.9

	
	Agree
	3
	4.8
	85.7

	
	Strongly Agree
	9
	14.3
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)

Table 6.1, indicates that the majority of the respondents (65.0%) generally disagreed that; it is not easy for the tax collection authorities to collect revenues today than in the past. However, 19.1% agreed and 15.9% were not sure. Despite the divergence in the responses, it is not easy for the tax collection authorities to collect revenues today than in the past since majority of the respondents (65.0%) disagreed.
6.2. Many people report all of their income to Revenue due to complicity of the system
Respondents were asked to indicate whether many people report all of their income to Revenue due to complicity of the system. The responses are presented in Table 6.2.
Table 6.2: Many people report all of their income to Revenue due to complicity of the system
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	6
	9.5
	9.5

	
	Disagree
	6
	9.5
	19.0

	
	Not Sure
	4
	6.3
	25.4

	
	Agree
	39
	61.9
	87.3

	
	Strongly Agree
	8
	12.7
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)

Table 6.2, indicates that the majority of the respondents (74.6%) generally agreed that, many people report all of their income to Revenue due to complicity of the system. However, 19.0% disagreed and 6.3% were not sure. Despite the divergence in the responses, the study concludes that, many people report all of their income to Revenue due to complicity of the system since majority of the respondents (74.6%) agreed. 

6.3. There are high psychological costs in complying with Tax
Respondents were asked to indicate whether there are high psychological costs) in complying with Tax. The responses are presented in Table 6.3.

6.3: There are high psychological costs (stress/anxiety/sleepless nights) in complying with Tax
	
	Frequency
	Percent
	Valid Percent

	
	Strongly Disagree
	6
	9.5
	9.7

	
	Disagree
	18
	28.6
	29.0

	
	Not Sure
	2
	3.2
	3.2

	
	Agree
	35
	55.6
	56.5

	
	Strongly Agree
	1
	1.6
	1.6

	
	Total
	62
	98.4
	100.0

	Missing
	System
	1
	1.6
	

	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 6.3, indicates that the majority of the respondents (58.1%) generally agreed that; there are high psychological costs (stress/anxiety/sleepless nights) in complying with Tax. However, 38.7% disagreed and 3.2% were not sure. Despite the level of divergence in the responses, the study concludes that, there are high psychological costs (stress/anxiety/sleepless nights) in complying with Tax since the majority of the respondents (58.1%) agreed. Another key informant reported that,

“they noticed that the absolute evaluation of psychological costs is extremely difficult, if not impossible, but they added that, in most cases, it is sufficient to identify taxpayers who incur this type of costs.”

6.4. The psychological costs relating to Tax collection are excessive
Respondents were asked to indicate whether the psychological costs relating to Tax collection are excessive. The responses are presented in Table 6.4.

Table 6.4: The psychological costs relating to Tax collection are excessive
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	3
	4.8
	4.9
	4.9

	
	Disagree
	29
	46.0
	47.5
	52.5

	
	Not Sure
	15
	23.8
	24.6
	77.0

	
	Agree
	7
	11.1
	11.5
	88.5

	
	Strongly Agree
	7
	11.1
	11.5
	100.0

	
	Total
	61
	96.8
	100.0
	

	Missing
	System
	2
	3.2
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 6.4, indicates that the majority of the respondents (52.4%) generally disagreed that; the psychological costs relating to Tax collection are less excessive. However, 23% agreed and 24.6% were not sure. Despite the divergence in the responses, the psychological costs relating to Tax collection are less excessive since the majority of the respondents (52.4%) disagreed. 
6.5. Compliance with Tax Law is excessively burdensome and costly for SME taxpayers
Respondents were asked to indicate whether Compliance with Tax Law is excessively burdensome and costly for SME taxpayers. The responses are presented in Table 6.5.
Table 6.5: Compliance with Tax Law is excessively burdensome and costly for SME taxpayers
	
	Frequency
	Percent

	
	Strongly Disagree
	8
	12.7

	
	Disagree
	3
	4.8

	
	Not Sure
	14
	22.2

	
	Agree
	2
	3.2

	
	Strongly Agree
	36
	57.1

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 6.5, indicates that, the majority of the respondents (60.3%) generally agreed that; Compliance with Tax Law is excessively burdensome and costly for SME taxpayers. However, 17.5% disagreed and 22.2% were not sure. Despite the divergence in the responses, compliance with Tax Law is excessively burdensome and costly for SME taxpayers since the majority of the respondents (60.3%) agreed. 

6.6. The Tax compliance costs of our business are insignificant
Respondents were asked to indicate whether The Tax compliance costs of our business are insignificant. The responses are presented in Table 6.6.

Table 6.6: The Tax compliance costs of our business are insignificant
	
	Frequency
	Percent
	Valid Percent

	
	Strongly Disagree
	2
	3.2
	3.3

	
	Disagree
	2
	3.2
	3.3

	
	Not Sure
	7
	11.1
	11.3

	
	Agree
	39
	61.9
	62.9

	
	Strongly Agree
	12
	19.0
	19.3

	
	Total
	62
	98.4
	100.0

	Missing
	System
	1
	1.6
	

	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 6.6, indicates that the majority of the respondents (81.2%) generally agreed that; the Tax compliance costs of tax payers businesses are insignificant. However, 6.6% disagreed and 11.3% were not sure. Despite the level of divergence in the responses, the study concludes that, The Tax compliance costs of tax payers business are insignificant since the majority of the respondents (81.2%) agreed. This is line with what one key informant reported that,

“The complexity of the tax system and the uncertainty in tax law may increase compliance costs for taxpayers, as well as some anxiety in the process of paying taxes. Therefore, as a result of tax complexity, psychological costs have increased. It is thus quite important to include them in the estimative of compliance costs”.
6.7. The burden of compliance costs discourages the owners to fulfil VAT obligations
Respondents were asked to indicate whether the burden of compliance costs discourages the owners to fulfil VAT obligations. The responses are presented in Table 6.7.

Table 6.7: The burden of compliance costs discourages the owners to fulfil VAT obligations
	
	Frequency
	Percent

	
	Strongly Disagree
	5
	7.9

	
	Disagree
	3
	4.8

	
	Not Sure
	17
	27.0

	
	Agree
	6
	9.5

	
	Strongly Agree
	32
	50.8

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 6.7, indicates that the majority of   the respondents (60.3%) generally agreed that; the burden of compliance costs discourages the owners to fulfil VAT obligations. However, 12.7% disagreed and 27.0% were not sure. Despite the level of divergence in the responses, the study concludes that, the burden of compliance costs discourages the owners to fulfil VAT obligations since majority of the respondents (60.3%) agreed. Another respondent said that,
“One reason why business owner under-represented in terms of their contribution to VAT revenue collection could be that compliance costs whether actual or perceived by Bangladeshi SMEs, are excessive. These compliance costs could be the result of VAT complexity – again, either real or perceived; inefficient VAT administration”
6.8. Simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda
Respondents were asked to indicate whether simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda. The responses are presented in Table 6.8.

Table 6.8: Simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda 
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	4
	6.3
	6.3

	
	Disagree
	4
	6.3
	12.7

	
	Not Sure
	7
	11.1
	23.8

	
	Agree
	26
	41.3
	65.1

	
	Strongly Agree
	22
	34.9
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 6.8, indicates that the majority of the respondents (76.2%) generally agreed that, Simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda. However, 12.7% disagreed and 11.1% were not sure. Despite the level of divergence in the responses, the study concludes that, Simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda since majority of the respondents (76.2%) agreed. Through the interviews conducted, one of the key informants said that,
“simpler taxes would reduce taxpayers' of complying with the tax system in terms of time, money, and mental anguish. By reducing these costs, simplification would reduce the overall burden of taxation. Second, tax provisions that are simpler are more likely to be used”.

6.9 Regression analysis 

A multiple linear regression analysis was done to examine the relationship of the domestic revenue collections and tax compliance costs.
 Table 6.9.1: ANOVA test results
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	7.699
	1
	7.699
	12.997
	.001b

	
	Residual
	35.543
	60
	.592
	
	

	
	Total
	43.242
	61
	
	
	

	a. Dependent Variable: domestic revenue collections 

	b. Predictors: (Constant), tax compliance costs  


The study used ANOVA to establish the overall significance of the study’s regression model at a 95% confidence level (5% significance level). The study’s regression model was determined to be statistically significant in predicting how tax compliance costs affect domestic revenue collections with (F=12.997, P< .001). This implies the tax compliance costs weakly contributed to a positive improved domestic revenue collection.

Table 5.9.2: Coefficients Test Result
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	95.0% Confidence Interval for B

	
	B
	Std. Error
	Beta
	
	
	Lower Bound
	Upper Bound

	1
	(Constant)
	2.447
	.325
	
	7.532
	.000
	1.797
	3.097

	
	Tax compliance costs  
	.312
	.087
	.422
	3.605
	.001
	.139
	.485

	a. Dependent Variable: domestic revenue collections 


According to table 5.9.2, tax compliance costs had a weak positive influences revenue collection which is established as (beta value=.422, t=7.532, P<.001). This therefore implies that; tax compliance costs variables have a positive relationship with the domestic revenue collections.
CHAPTER SEVEN
TAX KNOWLEDGE AND DOMESTIC REVENUE COLLECTIONS
7.0. Introduction 

The chapter presents findings on the relationships between Tax knowledge and domestic revenue collections. The results are presented in the Table 7.1-7.9.

7.1. Many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT

Respondents were asked to indicate whether Many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT. The responses are presented in Table 6.1.

Table 6.1: Many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	4
	6.3
	6.8
	6.8

	
	Disagree
	7
	11.1
	11.9
	18.6

	
	Not Sure
	3
	4.8
	5.1
	23.7

	
	Agree
	17
	27.0
	28.8
	52.5

	
	Strongly Agree
	28
	44.4
	47.5
	100.0

	
	Total
	59
	93.7
	100.0
	

	Missing
	System
	4
	6.3
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 7.1, indicates that the majority of the respondents (76.3%) generally agreed that; Many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT. However, 18.6% disagreed and 5.1% were not sure. Despite the level of divergence in the responses, the study concludes that, Many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT since majority of the respondents (76.3%) agreed. Another key informant during the interview said that,
“many taxpayers in Kabale Municipality have a low education background, and for that reason, they have no enough skills and capacity of accessing online tax register and earnings”
7.2. Many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems

Respondents were asked to indicate whether many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems. The responses are presented in Table 7.2.

Table 7.2: Many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	9
	14.3
	14.3

	
	Disagree
	12
	19.0
	33.3

	
	Not Sure
	6
	9.5
	42.9

	
	Agree
	24
	38.1
	81.0

	
	Strongly Agree
	12
	19.0
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 7.2, indicates that the majority of the respondents (57.1%) generally agreed that; Many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems. However, 33.3% disagreed and 9.5% were not sure. Despite the level of divergence in the responses, the study concludes that, Many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems since majority of the respondents (57.1%) agreed. 

7.3. Many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns
Respondents were asked to indicate whether many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns. The responses are presented in Table 7.3.
Table 7.3: Many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	6
	9.5
	9.7
	9.7

	
	Disagree
	11
	17.5
	17.7
	27.4

	
	Not Sure
	5
	7.9
	8.1
	35.5

	
	Agree
	19
	30.2
	30.6
	66.1

	
	Strongly Agree
	21
	33.3
	33.9
	100.0

	
	Total
	62
	98.4
	100.0
	

	Missing
	System
	1
	1.6
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 7.3, indicates that the majority of the respondents (64.5%) generally agreed that; many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns. However, 27.4% disagreed and 8.1% were not sure. Despite the level of divergence in the responses, the study concludes that, many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns since majority of the respondents (64.5%) agreed. 

7.4. Tax payers pay taxes willingly because I know the benefits

Respondents were asked to indicate whether Tax payers pay taxes willingly because the know the benefits. The responses are presented in Table 7.4.

Table 7.4: Tax payers pay taxes willingly because they know the benefits
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	7
	11.1
	11.1

	
	Disagree
	34
	54.0
	65.1

	
	Not Sure
	7
	11.1
	76.2

	
	Agree
	8
	12.7
	88.9

	
	Strongly Agree
	7
	11.1
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 7.4, indicates that the majority of the respondents (65.1%) generally disagreed that; Tax payers pay taxes willingly because they know the benefits. However, 23.8% agreed and 11.1% were not sure. Despite the level of divergence in the responses, the study concludes that, Tax payers pay taxes willingly because they know the benefits since majority of the respondents (65.1%) disagreed. 

7.5. Tax payers are not paying taxes accurately due to limited information on tax administration
Respondents were asked to indicate whether Tax payers are not paying taxes accurately due to limited information on tax administration. The responses are presented in Table 7.5.

Table 7.5: Tax payers are not paying taxes accurately due to limited information on tax administration
	
	Frequency
	Percent
	Cumulative Percent

	
	Disagree
	11
	17.5
	17.5

	
	Not Sure
	5
	7.9
	25.4

	
	Agree
	15
	23.8
	49.2

	
	Strongly Agree
	32
	50.8
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 7.5, indicates that the majority of the respondents (54.6%) generally agreed that; Tax payers are not paying taxes accurately due to limited information on tax administration. However, 17.5% disagreed and 7.9% were not sure. Despite the level of divergence in the responses, the study concludes that, Tax payers are not paying taxes accurately due to limited information on tax administration since majority of the respondents (54.6%) agreed. 

7.6. The education level & professional knowledge of staff working in the tax office is not adequate for effective service
Respondents were asked to indicate whether the education level & professional knowledge of staff working in the tax office is not adequate for effective service. The responses are presented in Table 7.6.
Table 7.6: The education level & professional knowledge of staff working in the tax office is not adequate for effective service
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	2
	3.2
	3.2

	
	Disagree
	13
	20.6
	23.8

	
	Agree
	35
	55.6
	79.4

	
	Strongly Agree
	13
	20.6
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 7.6, indicates that the majority of the respondents (76.2%) generally agreed that; the education level & professional knowledge of staff working in the tax office is not adequate for effective service. However, 23.8% disagreed. Despite the level of divergence in the responses, the study concludes that, the education level & professional knowledge of staff working in the tax office is not adequate for effective service since majority of the respondents (76.2%) agreed. 

7.7. The tax office is unable to adapt to technological developments
Respondents were asked to indicate whether the tax office is unable to adapt to technological developments. The responses are presented in Table 7.7.

Table 7.7: The tax office is unable to adapt to technological developments
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	5
	7.9
	7.9

	
	Disagree
	13
	20.6
	28.6

	
	Agree
	35
	55.6
	84.1

	
	Strongly Agree
	10
	15.9
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)

Table 7.7, indicates that the majority of the respondents (71.5%) generally agreed that, the tax office is unable to adapt to technological developments. However, 28.6% disagreed. Despite the level of divergence in the responses, the study concludes that, the tax office is unable to adapt to technological developments since majority of the respondents (71.5%) agreed.

7.8 Regression analysis 

A multiple linear regression analysis was done to examine the relationship of the domestic revenue collections and Tax knowledge. 

Table 7.8.1 ANOVA Test Result
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	7.572
	1
	7.572
	12.737
	.001b

	
	Residual
	35.670
	60
	.594
	
	

	
	Total
	43.242
	61
	
	
	

	a. Dependent Variable: domestic revenue collections 

	b. Predictors: (Constant), Tax knowledge  


The study used ANOVA to establish the overall significance of the study’s regression model at a 95% confidence level (5% significance level). The study’s regression model was determined to moderately significant in predicting how Tax knowledge affects domestic revenue collections at Kabale Municipality with (F=12.737, P< .001). This implies the Tax knowledge moderately contributed to positive domestic revenue collections at Kabale Municipality.

Table 7.8.2: Coefficients Test Result
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	95.0% Confidence Interval for B

	
	B
	Std. Error
	Beta
	
	
	Lower Bound
	Upper Bound

	1
	(Constant)
	2.709
	.259
	
	10.466
	.000
	2.191
	3.227

	
	Tax knowledge   
	.259
	.072
	.418
	3.569
	.001
	.114
	.404

	a. Dependent Variable: Domestic Revenue Collections 


According to table 7.8.2, Tax knowledge significantly influences revenue collections which is established as (beta value=.418, t=10.466, P<.001). This therefore implies that; Tax knowledge variables have a positive relationship with the domestic revenue collections at Kabale Municipality. This is because their p-values (0.001) which is less than the common alpha level of 0.05.

CHAPTER EIGHT
TAX COMPLIANCE AND DOMESTIC REVENUE COLLECTIONS
7.0. Introduction 

The chapter presents findings on the relationships between tax compliance and Domestic revenue collections. The results are presented in the Table 8.1-8.10.

8.1. Improved tax administration leads to improved revenue performance
Respondents were asked to indicate whether improved tax administration leads to improved revenue performance. The responses are presented in Table 8.1.

Table 8.1: Improved tax administration leads to improved revenue performance
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	3
	4.8
	4.8
	4.8

	
	Disagree
	2
	3.2
	3.2
	8.0

	
	Not Sure
	18
	28.6
	29.0
	37.0

	
	Agree
	8
	12.7
	12.9
	49.9

	
	Strongly Agree
	31
	49.2
	50.0
	100.0

	
	Total
	62
	98.4
	100.0
	

	Missing
	System
	1
	1.6
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 8.1, indicates that the majority of the respondents (62.9%) generally agreed that; improved tax administration leads to improved revenue performance. However, 14.3% disagreed and 29.0% were not sure. Despite the level of divergence in the responses, the study concludes that, improved tax administration leads to improved revenue performance since majority of the respondents (62.9%) agreed. 
8.2. URA realizes increments in revenue collection every financial year
Respondents were asked to indicate whether URA realizes increments in revenue collection every financial year. The responses are presented in Table 8.2.

Table 8.2: URA realizes increments in revenue collection every financial year
	
	Frequency
	Percent

	
	Strongly Disagree
	2
	3.2

	
	Disagree
	9
	14.3

	
	Agree
	44
	69.8

	
	Strongly Agree
	8
	12.7

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 8.2, indicates that the majority of   the respondents (82.5%) generally agreed that; URA realizes increments in revenue collection every financial year. However, 14.3% disagreed. Despite the level of divergence in the responses, the study concludes that, URA realizes increments in revenue collection every financial year since majority of the respondents (82.5%) agreed.

8.3. The level of tax compliance affects the performance of domestic revenue collection
Respondents were asked to indicate whether the level of tax compliance affects the performance of domestic revenue collection. The responses are presented in Table 8.3.

Table 8.3: The level of tax compliance affects the performance of domestic revenue collection
	
	Frequency
	Percent

	
	Disagree
	18
	28.6

	
	Not Sure
	10
	15.9

	
	Agree
	29
	46.0

	
	Strongly Agree
	6
	9.5

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 8.3, indicates that the majority of the respondents (55.5%) generally agreed that; the level of tax compliance affects the performance of domestic revenue collection. However, 28.6% disagreed and 15.9% were not sure. Despite the level of divergence in the responses, the study concludes that, the level of tax compliance affects the performance of domestic revenue collection since majority of the respondents (55.5%) agreed. 

8.4. Tax education improves on tax compliance hence improving revenue collection
Respondents were asked to indicate whether Tax education improves on tax compliance hence improving revenue collection. The responses are presented in Table 8.4.

Table 8.4: Tax education improves on tax compliance hence improving revenue collection
	
	Frequency
	Percent
	Cumulative Percent

	
	Strongly Disagree
	12
	19.0
	19.0

	
	Disagree
	4
	6.3
	25.3

	
	Not Sure
	5
	7.9
	33.2

	
	Agree
	10
	15.9
	49.2

	
	Strongly Agree
	32
	50.8
	100.0

	
	Total
	63
	100.0
	


Source; Primary data, (2022)
Table 8.4, indicates that the majority of the respondents (66.7%) generally agreed that; Tax education improves on tax compliance hence improving revenue collection. However, 25.3% disagreed and 7.9% were not sure. Despite the level of divergence in the responses, the study concludes that, Tax education improves on tax compliance hence improving revenue collection since majority of the respondents (66.7%) agreed.

8.5. The low compliance culture among Ugandans affects the revenue collection
Respondents were asked to indicate whether the low compliance culture among Ugandans affects the revenue collection. The responses are presented in Table 8.5.

Table 8.5: The low compliance culture among Ugandans affects the revenue collection
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	1
	1.6
	1.7
	1.7

	
	Disagree
	9
	14.3
	15.0
	16.7

	
	Not Sure
	7
	11.1
	11.7
	28.3

	
	Agree
	39
	61.9
	65.0
	93.3

	
	Strongly Agree
	4
	6.3
	6.7
	100.0

	
	Total
	60
	95.2
	100.0
	

	Missing
	System
	3
	4.8
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 8.5, indicates that the majority of the respondents (68.2%) generally agreed that; the low compliance culture among Ugandans affects the revenue collection. However, 15.0% disagreed and 11.1% were not sure. Despite the level of divergence in the responses, the study concludes that, the low compliance culture among Ugandans affects the revenue collection since majority of the respondents (68.2%) agreed.

8.6. The tax authority audits the books of accounts and any other record to ensure compliance with the necessary tax law
Respondents were asked to indicate whether the tax authority audits the books of accounts and any other record to ensure compliance with the necessary tax law. The responses are presented in Table 8.6.

Table 8.6: The tax authority audits the books of accounts and any other record to ensure compliance with the necessary tax law
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Disagree
	33
	52.4
	53.2
	53.2

	
	Not Sure
	21
	33.3
	33.9
	87.1

	
	Agree
	8
	12.7
	12.9
	100.0

	
	Total
	62
	98.4
	100.0
	

	Missing
	System
	1
	1.6
	
	

	Total
	63
	100.0
	
	


Source; Primary data, (2022)
Table 8.6, indicates that the majority of the respondents (53.2%) generally disagreed that; the tax authority does not audit the books of accounts and any other record to ensure compliance with the necessary tax law. However, 12.7% agreed and 33.3% were not sure. Despite the level of divergence in the responses, the study concludes that, the tax authority does not audit the books of accounts and any other record to ensure compliance with the necessary tax law since majority of the respondents (53.2%) disagreed.

8.7. The low compliance culture among tax payers affects the level of tax compliance
Respondents were asked to indicate whether the low compliance culture among tax payers affects the level of tax compliance. The responses are presented in Table 8.7.

Table 8.7: The low compliance culture among tax payers affects the level of tax compliance
	
	Frequency
	Percent

	
	Strongly Disagree
	13
	20.6

	
	Disagree
	7
	11.1

	
	Not Sure
	6
	9.5

	
	Agree
	11
	17.5

	
	Strongly Agree
	26
	41.3

	
	Total
	63
	100.0


Source; Primary data, (2022)
Table 8.7, indicates that the majority of the respondents (58.7%) generally agreed that; the low compliance culture among tax payers affects the level of tax compliance. However, 31.7% disagreed and 9.5% were not sure. Despite the level of divergence in the responses, the study concludes that, the low compliance culture among tax payers affects the level of tax compliance since majority of the respondents (58.7%) agreed.

CHAPTER NINE
TOWARDS HARMONIZING TAX COMPLAINCE AND DOMESTIC REVENUE COLLECTIONS AT KABALE MUNICIPALITY
9.0 Introduction 

This chapter links the findings to the literature review and suggests the way forward in the solution to the problem of the study.

9.1. Tax System and Domestic Revenue Collections

Th study revealed that the taxpayers hate paying taxes because tax rates are too high, the tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers, the tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion, URA has in place a computerized system that is able to detect people not paying the right amount of tax, the authority ensures that those who evade paying tax repeatedly receive jail sentence, collected tax is not well-spent as public service in Kabale municipality, tax penalties are not deterrent enough in Kabale municipality, the Tax law is not simple and clear in Kabale municipality and continuous reforming of the tax law leads to inadequate application of it. 
Several studies examine the effect of tax rate and tax compliance. Most of the studies found that the high tax rate causes high tax noncompliance (Hai & See, 2011). In their submission, Spicer & Becker (1980) found that taxpayers who are aware that their tax rate is higher than average tax rate paid by other have higher records of tax evasion. By implication, the perception by taxpayers that pay high tax rate is that they can outweigh their overpayment through tax evasion. Similarly, it was also found that taxpayers’ underreporting behavior is positively correlated with high tax rate (Clotfelter, 1983). 

More evidences show that the high tax rate is positively related to tax evasion and negatively related to tax compliance (Ali, Cecil, & Knoblett, 2001). Moreover, though majority of literature showed that the high tax rate is positively related to tax evasion and negatively related to tax compliance, other studies found either no relationship or in fact even positive relationship between tax rate and tax compliance. Thus, in a recent study in one of the African countries, the findings show that tax rate do not have any positive or negative effect on tax compliance (Modugu, Eragbhe, & Izedonmi, 2012). The fact is that the respondents, so the studies are undecided on the effect of tax rate on tax compliance.  

Other studies found a negative relationship between tax rate and tax evasion or positive relationship between tax rate and tax compliance. Moreover, the effect of tax rate on tax compliance is not only limited to country specific data; evidences are also obtainable in cross-country analysis. In a cross-country analysis of determinants of tax evasion internationally conducted with the OECD countries evidences showed that there is insignificant correlation between marginal tax rate and tax evasion (Richardson, 2006). However, the only study comes across by the current study which examines the effect of marginal tax rate on tax evasion or tax noncompliance. 

Tax complexity arises due to the increased sophistication in the tax law (Richardson & Sawyer, 2001). Tax complexity can take many forms such as computational complexity, forms complexity (American Institute of Certified Public Accountants, 1992), compliance complexity, rule complexity (Carnes & Cuccia, 1996), procedural complexity (Cox & Eger, 2006) and the low level of readability (Pau et al., 2007; Richardson & Sawyer, 1998; Saw & Sawyer, 2010). A review of tax complexity in a comparative study of seven countries by Strader & Fogliasso (1989) suggests that Japan, the UK, France, Italy and the US, all have highly complex tax system. Only Sweden and Netherlands are considered to have a moderately complex tax system.
9.2 Tax compliance costs and domestic revenue collections

The study also revealed that, it is not easy for the tax collection authorities to collect revenues today than in the past, many people report all of their income to Revenue due to complicity of the system, there are high psychological costs (stress/anxiety/sleepless nights) in complying with Tax, The psychological costs relating to Tax collection are excessive, compliance with Tax Law is excessively burdensome and costly for SME taxpayers, the Tax compliance costs of our business are insignificant, the burden of compliance costs discourages the owners to fulfil VAT obligations and simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda.

A compliance cost is spending of money in compliant with government necessities such as regulation or legislation (Mohamed, 2010). Furthermore, compliance costsusually comprise all costs connected with compliance with the law as well as administration and planning. The intensity of compliance costs falling on a taxpayer may possibly be such that the taxpayer would decide to avoid tax in order to compensate for what is observed as unnecessary compliance costs (Dollar, 2001). This tax scheme is complex with many processes such as licensing. These make it hard and costly for the small and medium business to act in good trust. Furthermore, it presents compliance costs that are considered higher for small and medium enterprises because of their low income (Dovan, 2009). Therefore, the broad knowledge in terms of education and tax specific knowledge contribute to the capacity and readiness to conforming or avoiding paying taxes (Antwi, 2015). 

Additionally, tax specific knowledge would be useful in raising compliance and consequently facilitate small and medium business owners to conform and raise their readiness to comply (Bolnick, 2004). Small and medium scales are to be found in different parts of the country, urban and rural areas (Calcopietro, 1999). Although tax offices, on the other side, are not in convenient locations, which implies that taxpaying by Small and medium scales is required to move from their position of business to the appropriate tax offices for them to fulfil their tax commitment (Pope, 2005). Nevertheless, distance from tax offices might also affect the psychology of the SMEs taxpayer and create massive problems that are also the main part of the tax compliance costs. Moreover, the farther the distance between the SMEs place of business from the tax office the higher the carrying costs and consequently the higher the compliance costs (Pope, 2005) 

Tax compliance costs are costs incurred by taxpayers, or third parties such as businesses, in meeting the requirements laid upon them in complying with a given structure and the level of tax (Eichfelder & Schorn, 2012). From literature, Eichfelder and Schorn (2012) analysed three reasons as to why compliance costs can be considered a major economic problem. First, they reduce the resources of private businesses without raising the financial budget of the government. Thus, they are an economic waste. Second, the economic burden of tax compliance decreases with growing business size and rises with the international orientation of businesses. These effects could reduce the competitiveness of small and medium-sized enterprises and reduce their access to international markets. Thirdly, Tax compliance costs seem to be linked to the compliance level. Hence, they could lead to tax evasion. Maseko (2014) found that taxpayers prefer tax bribes to reporting all their tax affairs implying that compliance costs influenced them to avoid tax compliance. 

Abrie and Doussy (2006) found out that compliance swallows up resources that could be devoted to a more effective running of the businesses. The majority of SMEs experience their tax liability as an increasing burden; they do not have enough skilled staff to handle tax compliance issues and often have to incur “extra” tax costs as a result. Loh et al. (1997) found out that regressive nature of tax compliance costs is robust and statistically significant and the major proportion of compliance costs relates to computation costs and that there is a heavy reliance on external advisers even for the larger companies. Musimenta et al. (2019), found compliance costs are significantly related to tax compliance of financial services firms.
9.3 Tax knowledge and domestic revenue collections

The study further revealed that, many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT, many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems, many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns, Tax payers pay taxes willingly because they know the benefits, Tax payers are not paying taxes accurately due to limited information on tax administration, the education level & professional knowledge of staff working in the tax office is not adequate for effective service and the tax office is unable to adapt to technological developments.
Majority of the small and medium business have a low education background, and for that reason, they have no enough skills and capacity of accessing online tax register and earnings (Frozen, 2009). Additionally, for those with contemporary education, they still have no computer skills that may possibly facilitate them in utilizing the online services for tax register and proceeds (Saad, 2009). Moreover, most of the small and medium enterprises have no conscious of business start-up regulation and taxation procedures due to inadequate effective information on distribution tactic on government policies. Therefore, due to lack of access to precise information the small and medium business become non-compliant (Kipilyango, 2012). 

According to Martin and Gomes (2014), tax compliance is positively associated with education. Moreover, good tax compliance may need specific tax knowledge that an overall education level cannot give out (Kircher, 2007). For instance, income tax compliance might depend on a broader understanding of the present tax laws and the taxability of different types of SMEs income. Consequently, tax knowledge for SMEs is necessary as an influencing factor on tax compliance (Smith at el. 2010). According to Fallan and Eriksen (1996), with a logical understanding of the tax laws, SMEs are willing to respect the tax scheme; as a result, they are more willing to pay the tax than escaping it. Moreover, individuals become educated in the aspect of tax planning, tax rule and others. According to Kasipillai et al. (2003), tax knowledge enhances an individual’s consciousness and morals to minimizing their tendencies of tax noncompliance. In order to raise the level of tax compliance, tax knowledge for SMEs plays a very important role (Richardson, 2006; Kirchler et al., 2008). Therefore, people should be provided with tax education so that each one has sufficient knowledge of tax system.

According to Richardson (2006), tax education is the only effective and efficient tool promoting taxpayer’s compliance. Additionally, if SMEs taxpayers understand the fundamental conception of taxation well, they become willing to comply (Marziana et al., 2010). Furthermore, previous studies have shown that tax knowledge has a very close association with taxpayers‟ capacity for grasping the regulation and laws of taxation and their capacity to obey (Pope, 2005). Tax education to Small and medium scales enterprises becomes essential while there is an intention of rising tax collections in a particular country (Saad, 2012). In order to raise the voluntary tax compliance amongst entrepreneurs in the Small and medium scales sector, and at the same time maintaining the economy, principles of taxation and tax knowledge are constantly being provided to these entrepreneurs (Pashev, 2005). According to Richrdson (2006), tax education is essential in increasing public awareness particularly on taxation laws, the function of tax in the national development, particularly the description of how and where the money collected is spent by the federal government. Therefore, knowledge from this study justified the decision of using tax education as a mechanism of enhancing voluntary tax compliance among SMEs.

CHAPTER TEN
SUMMARY, CONCLUSION AND RECOMMENDATION TO THE STUDY

10.0 Introduction

This chapter presents the summary, conclusion and recommendations based on the results the study. 

10.1 Summary of the findings 

The findings are summarized following the orders of the objects as illustrated below.
10.1.1 Tax System and Domestic Revenue Collections
Th study revealed that the taxpayers hate paying taxes because tax rates are too high, the tax collection authorities in Kabale Municipality impose rough tax laws on the taxpayers, the tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion, URA has in place a computerized system that is able to detect people not paying the right amount of tax, the authority ensures that those who evade paying tax repeatedly receive jail sentence, collected tax is not well-spent as public service in Kabale Municipality, tax penalties are not deterrent enough in Kabale Municipality, the Tax law is not simple and clear in Kabale Municipality and continuous reforming of the tax law leads to inadequate application of it. 

10.1.2 Tax compliance costs and domestic revenue collections

The study also revealed that, it is not easy for the tax collection authorities to collect revenues today than in the past, many people report all of their income to Revenue due to complicity of the system, there are high psychological costs (stress/anxiety/sleepless nights) in complying with Tax, the psychological costs relating to Tax collection are less excessive, compliance with Tax Law is excessively burdensome and costly for SME taxpayers, the Tax compliance costs of our business are insignificant, the burden of compliance costs discourages the owners to fulfil VAT obligations and simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda.

10.1.3 Tax knowledge and domestic revenue collections

The study further revealed that, many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT, many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems, many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns, tax payers pay taxes willingly because they know the benefits, Tax payers are not paying taxes accurately due to limited information on tax administration, the education level & professional knowledge of staff working in the tax office is not adequate for effective service and the tax office is unable to adapt to technological developments.
10.2 Conclusion
The study concludes that, there is a significant relationship between Tax Compliance and Domestic Revenue Collection in Uganda. This is because tax system significantly influences domestic revenue collections  with a (beta value=.596, t=8.167, P<.000), Tax compliance costs affect domestic revenue collections with (F=12.997, P< .001) and Tax knowledge affects domestic revenue collections at Kabale Municipality with (F=12.737, P< .001). Tax knowledge significantly influences revenue collections which is established as (beta value=.418, t=10.466, P<.001).
10.3 Recommendations 
The tax compliance cost should be in a way that does not encourage taxpayers to evade tax. The study finds strong support for the argument that fines and penalties impacts highly on tax compliance, thus there should be moderate levels of fines and taxes to employ. This way, real estate owners will be encouraged to comply since they will keep accurate records for taxation purposes in order to avoid fines and penalties.

Tax system should target individuals at all levels of income to seal loopholes that may encourage tax evasion. Tax systems should also enhance surveillance and monitoring to ensure that all the taxpayers are brought into the tax net.
Tax knowledge and education has a significant effect on tax compliance. Thus, the tax system should not only provide a clear and simple guideline on how to fill tax returns but also enhance taxpayer education services to enable the taxpayers understand their rights and obligations as

The study recommends that these factors should be taken into account by the management to avoid tax evasion that may result due to poor management of the same.
The study further recommends that the government should put in place measures that oversee tax management so as to carefully and responsibly manage the variables in accordance with the laid down requirement to boost tax compliance level.
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APPENDIX I

QUESTIONNAIRE

This questionnaire comes from Kagiri Othuman, student of Nkumba University, conducting an academic research on, “the effect of Tax Compliance on Domestic Revenue Collection in Uganda. It focuses on Uganda Revenue Authority Kabale Branch”, as a requirement for the award of a Masters of Revenue collections and Logistics Management. I kindly request the assistance in answering the following questions by ticking where applicable. The information will only be used for academic purposes and shall be treated with utmost confidentiality.

SECTION A: BACKGROUND INFORMATION ABOUT THE RESPONDENT 

Please tick the appropriate box where applicable
Gender of respondents
Male                
Female
Level of Education
Primary                 
O-level            
A-level            
Diploma               
Degree             
Other (specify)……………………
Marital status
Single
Married           
Separated            
Divorced              
Widowed
Other (specify)……………………..
Age group
20-29
30-39            
40-49               
50 and above
Period of service or relationship with URA
1-2 Years           
2-3 years              
3-4 years              
4-5 years                   
5 and above years
In the subsequent sections that follow, you are requested to respond to each item in subsequent sections using the following scale by ticking the appropriate option.
5= Strongly Agree, 4
= Agree, 3= Not sure, 2 = Disagree, 1 = Strongly Disagree
SECTION B: TAX SYSTEM AND DOMESTIC REVENUE COLLECTIONS
	
	Statement
	1
	2
	3
	4
	5

	
	I hate paying taxes because tax rates are too high
	
	
	
	
	

	
	The tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers
	
	
	
	
	

	
	The tax authority fails to correctly audit the books of accounts hence leading to higher tax evasion 
	
	
	
	
	

	
	URA has in place a computerized system that is able to detect people not paying the right amount of tax
	
	
	
	
	

	
	The authority ensures that those who evade paying tax repeatedly receive jail sentence
	
	
	
	
	

	
	Collected tax is not well-spent as public service in Kabale municipality
	
	
	
	
	

	
	Tax penalties are not deterrent enough in Kabale municipality
	
	
	
	
	

	
	The Tax law is not simple and clear in Kabale municipality
	
	
	
	
	

	
	Continuous reforming of the tax law leads to inadequate application of it
	
	
	
	
	


SECTION C: TAX COMPLIANCE COSTS AND DOMESTIC REVENUE COLLECTIONS
	
	Statement
	1
	2
	3
	4
	5

	17
	It is not easy for the tax collection authorities to collect revenues today than in the past.
	
	
	
	
	

	18
	Many people report all of their income to Revenue due to complicity of the system 
	
	
	
	
	

	19
	There are high psychological costs (stress/anxiety/sleepless nights) in complying with Tax
	
	
	
	
	

	20
	The psychological costs relating to Tax collection are excessive 
	
	
	
	
	

	21
	Compliance with Tax Law is excessively burdensome and costly for SME taxpayers
	
	
	
	
	

	22
	The Tax compliance costs of our business are insignificant
	
	
	
	
	

	23
	The burden of compliance costs discourages the owners to fulfil VAT obligations
	
	
	
	
	

	24
	Simplified Tax Law and reasonable compliance costs would increase voluntary compliance among SMEs tax payers in Uganda
	
	
	
	
	


SECTION D: TAX KNOWLEDGE AND DOMESTIC REVENUE COLLECTIONS
	
	Statement 
	1
	2
	3
	4
	5

	27
	Many tax payers lack knowledge on how to calculating VAT, completing VAT return and paying VAT
	
	
	
	
	

	28
	Many tax payers evade paying tax repeatedly due to high ignorance levels about the tax systems
	
	
	
	
	

	29
	Many tax payers lack knowledge on how to prepare and make corresponding monthly tax returns
	
	
	
	
	

	30
	Tax payers pay taxes willingly because I know the benefits
	
	
	
	
	

	31
	Tax payers are not paying taxes accurately due to limited information on tax administration 
	
	
	
	
	

	32
	The education level & professional knowledge of staff working in the tax office is not adequate for effective service
	
	
	
	
	

	33
	The tax office is unable to adapt to technological developments
	
	
	
	
	


SECTION E: DOMESTIC REVENUE COLLECTIONS
	
	Statement
	1
	2
	3
	4
	5

	37
	Improved tax administration leads to improved revenue performance
	
	
	
	
	

	38
	URA realizes increments in revenue collection every financial year
	
	
	
	
	

	39
	The level of tax compliance affects the performance of domestic revenue collection
	
	
	
	
	

	40
	Tax education improves on tax compliance hence improving revenue collection
	
	
	
	
	

	41
	The low compliance culture among Ugandans affects the revenue collection
	
	
	
	
	

	42
	 The tax authority audits the books of accounts and any other record to ensure compliance with the necessary tax law
	
	
	
	
	

	43
	The low compliance culture among tax payers affects the level of tax compliance
	
	
	
	
	

	44
	URA experiences tax arrears which also affect it performance
	
	
	
	
	


APPENDIX II

INTERVIEW GUIDE

1. Do the tax collection authorities in Kabale municipality impose rough tax laws on the taxpayers?

2. How often do the domestic tax collection in terms of volume has increased tremendously?

3. How does the authority ensure that none of the tax payer evades tax?

4. What kind of penalty do the authority impose to those who evade tax?

5. How does the authority spend the collected tax in Kabale municipality?

6. Do the tax payers compliant with Tax Law in Kabale municipality?

7. Does the authority extend tax education to the taxpayer?

8. Do the tax payers know the benefits of tax paying?

APPENDIX III

TABLE FOR SAMPLE SIZE DETERMINATION

	N
	S
	N
	S
	N
	S
	N
	S
	N
	S

	10
	10
	100
	80
	280
	162
	800
	260
	2800
	338

	15
	14
	110
	86
	290
	165
	850
	265
	3000
	341

	20
	19
	120
	92
	300
	169
	900
	269
	3500
	246

	25
	24
	130
	97
	320
	175
	950
	274
	4000
	351

	30
	28
	140
	103
	340
	181
	1000
	278
	4500
	351

	35
	32
	150
	108
	360
	186
	1100
	285
	5000
	357

	40
	36
	160
	113
	380
	191
	1200
	291
	6000
	361

	45
	40
	180
	118
	400
	196
	1300
	297
	7000
	364

	50
	44
	190
	123
	420
	201
	1400
	302
	8000
	367

	55
	48
	200
	127
	440
	205
	1500
	306
	9000
	368

	60
	52
	210
	132
	460
	210
	1600
	310
	10000
	373

	65
	56
	220
	136
	480
	214
	1700
	313
	15000
	375

	70
	59
	230
	140
	500
	217
	1800
	317
	20000
	377

	75
	63
	240
	144
	550
	225
	1900
	320
	30000
	379

	80
	66
	250
	148
	600
	234
	2000
	322
	40000
	380

	85
	70
	260
	152
	650
	242
	2200
	327
	50000
	381

	90
	73
	270
	155
	700
	248
	2400
	331
	75000
	382

	95
	76
	270
	159
	750
	256
	2600
	335
	100000
	384


      Note: “N” is population size

                     “S” is sample size.

Tax compliance determinants 


Tax system 


Tax rates


Tax complexity


Tax compliance costs 


Staff costs


Audit and legal costs


Tax knowledge 


Return filling knowledge


Computation knowledge 








Domestic Revenue Collection 


Prompt filing of tax returns 


Prompt payment of taxes


Reduced tax arrears 


Reduced tax evasion











Financial status 


Legal and institutional framework








Intervening variables 
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