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Abstract

This paper examines the effect of socio-psycholdgieterminant variables on voluntary taxpayer danpe
among self-employed individuals in Borno State,d¥ig. Data collection was carried out using sumesearch
design. The paper considered 105 voluntarily coiglyself-employed individuals in Borno State, Niger
grouped into Major, Intermediate and Small. The guagiscovered that enhancing taxpayer’'s attitudeé an
societal norms affect voluntary taxpayer compliamtethe State. It concludes that self-employed qess
voluntarily comply as result of positive attitudadainfluence of societal norms. It recommends thate is a
need to direct attention on changing attitude dfidual taxpayers as well as that of significatitess (family
members, friends, colleagues and opinion leadengyhly visible, respected people) whose influenees
important in encouraging taxpayer compliance. Is thay promotion of taxpayer compliance could beeerded

to enlisting influential members of the communibguseholds, friends and colleagues to dissemirmate t
compliance messages.

Keywords: Socio-psychological Determinants, Voluntary Taxh@pliance, Borno State Self-employed
Introduction

The political, economic and social developmentrof eountry depends on the amount of revenue gestefat

the provision of infrastructure in that given cayniOne means of generating revenue for providirgrteeded
infrastructure is through a well-structured taxtsgs Tax is a compulsory levy, which a governmenases on
its citizens to enable it to obtain the requirederaue to finance its activities (Adesola, 2004)tak system
offers itself as one of the most effective meansnobilizing a nation’s internal resources and itds itself to
creating an environment conducive to the promotibaconomic growth. Odusola (2006) stated thatimeNa,

the government'’s fiscal power is divided into thteeed tax structure between the Federal, Statklatal

government, each having different tax jurisdictidine system is lopsided and dominated by PetrolPuwfit

Tax (PPT) which contributes a significant propantif tax revenue. The most viable taxes are urgecontrol

of the Federal government while the lower tiersragponsible for the less buoyant ones.

Over the years, various governments have simpdyl ttd increase the level of tax compliance by ddgpan
intransigent attitude towards all taxpayers andapplying laws and regulations to sanction and émaders.
This means of enforcement proved to be withoutiiggmt success. Towards the end of the 20th cgntur
governments realized that a change is needed ier dodincrease the amount of taxes collected. Thsisg
adequate strategies based on understanding themiteat variables, which drive voluntary compliance
decisions, is cheaper and more beneficial thact stpplication of laws and regulations.

Tax compliance can be achieved either by encougagituntary action or by enforcing compliance. Wdees
voluntary compliance is assumed to depend on targagrust in authorities, enforced compliancessuaned to
depend on the perceived power of authoritaximum tax compliance, regardless of whether viaonor
enforced, can therefore be achieved by high tnudtaa high power.

Kirchler (2007) stated that voluntary complianceniade possible by the trust and cooperation ensebhgeen

tax authority and taxpayer and it is the willingned the taxpayer on his own to comply with taxhawity’s
directives and regulations. However, in the presesfcdistrust and lack of cooperation between aitthand
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taxpayer, which creates tax hostile climate, autiesr can enforce compliance. Compliance is enfibroa
taxpayers who are unwilling to pay their taxeslwnthreat of audit and fine.

Kirchler (2007) also provides a thorough descriptaf the determinant variables of tax compliandgidihg

them into three categories. The study states fieaé tare socio-psychological determinants compyiaititudes,
different types of norms, fairness perceptions,wadl as motivational features relating to voluntaix

compliance, political determinants such as compfeaf law and tax system, or fiscal policy, and mmmic
determinants like the rational decision-making psscand the effect of audit, fine, tax rate andrnme on tax
behavior.

Borno State, like other States in Nigeria, has ddpd not only on federal allocation but also orerimally
generated revenue (IGR) for its developmental divjes. Hence, the relevance of tax as a tool ohenuc
development in Borno State remains indispensablaenso the revenue profile of the government keeps
mirroring international oil prices, problems in tagllection, imposing compliance, general tax asoite and
evasion, complexity of the tax law, attitude towéad, lack of political will, corruption, lack oftaff training,
economic factors and poor administration within $tate.

Various studies were conducted across the worldaterminants of taxpayer compliance in differenirddes
and perspectives. Alm, Jackson, & McKee (1992) megpotax audit rate from 5% to 30% and report a
significant influence on compliance. They added fivees are also effective only if combined withd#urate
while income has negative relationship with commia Pommerehne and Weck-Hannemann (1996) congdidere
audit probability and fine as determinant varialdesl conclude that the likelihood of a tax audi pasitive
effect on compliance while fines have no effectompliance. Ali, Cecil, & Knoblett (2001) considdreax rate
and reinforcement policies with tax rate havingngigant effect on compliance. Wang and Conant (301
studied complexity of tax system, fairness, sosgitings and societal norms, effective tax rate @mtluded
that, generally, taxpayers’ compliance behaviow determined by the aforementioned variables. Rigse
Thomas, and Ferrier (2003) considered complexiigoine, ignorance of the law, high tax rate andiumdas of
the system as factors affecting voluntaty compkaritheir study identified that there was a sigaificpositive
relationship between taxpayers knowledge of taxermtind voluntary compliance.

This study, however, considered attitudes and nassocio-psychological determinants and examines t
effect on voluntary taxpayer compliance among seiployed. To achieve this objective, this studyrfoiated
and the tested the hypothesis - Socio-psychologietdrminant do not significantly affect voluntaaxpayer
compliance. The study covered voluntary taxpayeng@mnce among self-employed individuals who were
registered with the of Borno State Board of IntéRavenue.

The Concept of Tax Compliance

Tax administration requires taxpayers cooperatiothe operation of a tax rather than being fordécchler
(2007) defined tax compliance as the most neugmrath tto describe taxpayers’ willingness to pay thakes.
Similarly, voluntary tax compliance can also beimd by several tax authorities as the ability amtdngness
of taxpayers to comply with tax laws, declare tberect income in each year and pay the right amotitdxes
on time.

Braithwaite, Reinhart and Smart (2009) defined tammliance as the full payment of all taxes due. har-
compliance is referred to as any difference betwberactual amount of taxes paid and the amoutzb@s due.
This difference occurs because of overstating anderstating income, expenses, and deductions. Non-
compliance comprises both intentional evasion amdtentional non-compliance, which are due to dakion
errors and an inadequate understanding of tax Isefsintary tax compliance is a taxpayer’'s act 6 their

tax returns, declaring all taxable income accuyatmhd disbursing all payable taxes within theudéped period
without having to wait for follow-up actions frorhd authority (Singh, 2003). Furthermore, tax coemale has
also been segregated into two perspectives, nacwehpliance in terms of administration and complaint
terms of completness (accuracy) of the tax ret(@mow, 2004).

Compliance in pure administrational terms therefooctudes registering or informing tax authoritefsstatus as

a taxpayer, submitting a tax return every yeardtuired) and following the required payment timanfes
(Ling, Normala & Meera, 2005). In contrast, the gidoerspective of tax compliance requires a degfee
honesty, adequate tax knowledge and capabilityse this knowledge, timeliness, accuracy, and adequa
records in order to complete the tax returns amsd@ated tax documentation. Singh (2003) claimed the
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wider perspective of compliance becomes a majoeifs a self assessment system since the totalr#mbtax
payable is highly dependent on the level of tax giance.

Lubian and Zarri (2011) noted that several emplistadies have shown that taxpayers are more hamesinay
respond voluntarily in the fulfilment of their taobligation than classic deterrence models inspligdthe
economics of crime approach would predict. The studjued further that citizens may be driven byoaitive
moral attitude towards taxation, thus, it may netdppropriate to specify compliance behaviour gairely
economic decision under uncertainty or simply acfiom of enforcements. Torgler & Schaltegger (2007)
reported that socio-demographic factors which anmeegally agreed to be critical determinant of bédrakave
also been observed to influence tax morale.

Determinants of Voluntary Taxpayer Compliance

A perspective exists that taxpayers, when theytraged fairly and respectfully by the tax authiesit tend to
cooperate better. Another perspective admits tletioaship between the taxpayer and the governnvemtre
elements such as government performance, publidggdbe impact of public expenditure, and the tggpa
internal motivation affect tax compliance decisiohaxpayers will refuse to pay their taxes if tliegl that the
government is wasting their money. Also within fifeire of tax compliance, the perception of thepsaser
about the fairness of the tax system is recogrégeah important factor that can have significafitié@mce on tax
compliance behavior. Gilligan & Richardson (200 tax system that is perceived as unfair bycthizens
may likely be less successful and will encourage tdxpayers to engage in noncompliance behavioe. Th
literature indicates that government regulatorstoamefit by employing fairer procedures, it hasrbgieown that
taxpayers are generally more compliant when thektthey have been treated fairly by tax authority.

Taxes from self-employed persons constitute an itapb portion of the total revenue of a State, hmwvethe
amount of revenue to be generated by government &uach taxes for its expenditure program dependsgm
other things, the willingness of the taxpayers tonply with tax laws of a country. Fagbemi, Ajibotad
Arowomole, and Ayadi (2011) argued that poor commde attitude by the company income taxpayers in
Nigeria is influenced to a high extent by the hjggrception of tax payers about the lack of accduilitig
inadequacies of tax administration procedures andttsres and low tax knowledge among taxpayerirTh
study found a high perception of taxpayers on pgavernance practices in tax administration in Nager
Fagbemi, Uadiale and Noah (2010) found that itréssglent in developing countries and it hinderseliggment
thereby leading to economic stagnation and otheipseconomic problems.

Socio-Psychological Determinants of Tax Compliance

The way people express their attitudes, act, iotereact, and generally behave is grounded orwtne they
think rather than on reality (Lewis, 1982). Whappans in citizens’ minds when dealing with issuks tax
policy, public goods, and tax regulations constisuthe socio- psychological determinants of tax m@mce
behaviour. Attitudes are generally assumed to émftee compliance behavior because they represqrayaxs
propensity to respond positively or negatively fgaaticular situation.

According to Torgler & Schaltegger (2007), sociggi®logical variables which are generally agreedé¢o
critical determinant of behavior have also beereoled to influence taxpayers bahavior. Trivedi, I%ie and
Mestelmen, (2004) reveals a statistically signiiicdink between attitudes and self-reported behavio
Nevertheless, because the link is weak, due tdattethat attitudes cannot be fully perceived amavincing
proxy for behaviour, their results were cautioustgrpreted.

Personal norms refer to internalized standardsedfabior such as altruism, norm-dependency, or icely
beliefs which usually correlate with high tax ethand willingness to comply. Norms are behaviotahdards
set at personal, social reference group, and ¢oledevel (Kirchler, 2007). On the individual kelvnorms
define internalized standards on how to behave.ivichehl norms are related to moral reasoning,
authoritarianism, egoism, norm dependency and sallieere is considerable overlap between individoains,
values and tax ethics, and the more developed tiralmeasoning or tax ethics, the more likely isumtary
compliance (Trivedet al, 2004). Social norms represent patterns of belawimilarly judged by others. On
the social level, norms are usually defined as glemce or acceptance of tax evasion among a refemgnoup
(Wenzel, 2004). Social norms are related to theabien of reference groups, for example, friends,
acquaintances or vocational group. If taxpayerebelthat noncompliance is widespread and apprbeédvior

in their reference group, they are likely to be campliant as well. The relationship between soe@ims and
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voluntary tax compliance is complex. Generallya ifaxpayer receives from the reference group tpeakithat
non-compliance behaviour is acceptable the levebaofipliance will decrease. Societal norms represeitdral
standards integrated in the relationship betwegpatgers and authorities as well as in the tax latis. At this
level, compliance can be achieved by reducing tletak distance between taxpayers and authoritiesedisas
through cooperation and mutual trust.

Irrespective of the aspects taxpayers assess (@ae, ctax burden, tax rate, efficiency of government
expenditures), a high perception of fairness yiétda high level of compliance. Fagbemi et al (90dgued
that poor compliance attitude by the company inctampayers in Nigeria is influenced to a highereexty the
high perception of tax payers about the lack obaatability, inadequacies of tax administrationqadures and
structures and low tax knowledge among taxpayehg. Study found a high perception of taxpayers oor po
governance practices in tax administration in Naeihe study recommended strategies to improve tax
knowledge and governance practices. In terms ofhvhie the tax rate levels perceived to be faidies show
that a 50% tax rate is the maximum level taxpaypecept (Lévy-Garboua et al., 2006). In their qumius
interaction with authorities, taxpayers developtaiar beliefs and attitudes according to which tlcbpose to
comply with the tax law or not. These represene “thterconnected sets of beliefs and attitudes ahat
consciously held and openly shared with othersaitwaite 2003).

Frey &Torgler (2007) provided empirical evidendetloese experimental outcomes in a cross countajyais
where they show that the individual taxpayer ituigiiced by the behavior of the others in complyiitlp taxes.
Despite all research works that had been done, emogarical work is needed to confirm the existent¢hese
relationships and to measure the strength of ihlitence on tax compliance. Lubian and Zarri (20tated
that several empirical studies have shown thatagers are more honest and may respond voluntarithe
fulfilment of their tax obligation than classic datence models inspired by the economics of cripgraach
would predict. The study argued further that citzenay be driven by a positive moral attitude tasaaxation;
thus; it may not be appropriate to specify comméhehaviour as a purely economic decision undegrteinty
or simply a function of enforcements. Torgler amth&tegger (2007) state that socio-demographiofaathich
are generally agreed to be critical determinantbedfavior have also been observed to influencertasale.
Most theories regarding the effects of socio-deraplic factors on compliance behaviour have beerldped
by social psychologists. Akpo (2009) also noted tizod governance entails the provision of quabityplic
goods to the public and that where governmers failprovide public amenities and infrastructur¢hiecitizen
in exchange for tax payment, citizen may becomacteaht to pay tax. The study concluded that low and
shrinking tax compliance in Nigeria might be caussdmultitude of factors and that the relevanceulblic
governance quality must not be underestimated.sfindy recommended that the tax compliance modallgho
be expanded to include perceived tax service gquatitl public governance quality.

Fagbemiet al (2011) argued that poor compliance attitude kyy ¢tbmpany income taxpayers in Nigeria is
influenced to a higher extent by the high perceptibtax payers about the lack of accountabilitgdequacies
of tax administration procedures and structureslawdax knowledge among taxpayers. The study faauhéyh
perception of taxpayers on poor governance praciitéax administration in Nigeria. The study camd that
the level of tax noncompliance is significantly g when government is corrupt than when it relatesther
views expressed on government discrimination, drjeatment and tax affordability. It was recomichedh that
the government should strive at ensuring that tireyaccountable and transparent in the administratf the
society and fairness of tax system would encoucégeens to voluntarily comply and pay their taxes.

Methodology

Data collection was carried out using survey resedesign. The paper considered Self-employed iighaiads in
Borno State, Nigeria. There were 1250 registerdfieseployed individuals with the Borno State Boautl
Internal Revenue who were grouped into Major, mtediate and Small. Each of these groups have éiffer
level of compliance and contribution to the totalenue of the State. The Major group comprisin2@d
registered self-employed individuals pay above N@OO per annum in taxes. 250 registered self-engploy
individuals constituting the Intermediate group fmtween N50,000 and N100,000 per annum in taxks. T
remaining 800 registered self-employed individueddegorized as Small pay below N50,000 per annum in
taxes.

This study considered only voluntarily complyingfsamployed individuals within these three groupwus

20% of the population of the Major group, 10% o thopulation of the Intermediate group, and 5%hef t
population of the Small group are self-employedptepers who voluntarily comply within each grouptie

109



www.iiste.org

ST

Developing Country Studies
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online)
Vol.7, No.4, 2017

State. The sample size amounted to a total of amelred and five (105) respondents, about 8.4% ef th
population. See Table 1.

Table 1: Sampling Frame

GROUP TAX PAYABLE PER NUMBER OF TAXPAYERS IN | COMPLIANCE COMPLYING RETRIEVED
ANNUM EACH GROUP LEVEL IN INDIVIDUALS
PERCENTAGE
(POPULATION) (%) (SAMPLE SIZE)

Major Above N100,000 200 20 40 30
Intermediate N50,000-N100,000 250 10 25 17
Small Below N50,000 800 5 40 33

Total 1250 35 105 80

Source Field survey, 2015

Questionnaires were administrated to the one hdnaine five (105) respondents, out of which eigldfy)(were
retrieved. The remaining twenty-five (25) resportden the sample either did not responded to tsearch
instrument or completed the instrument inadequaféhg questionnaire design developed by Evansp@anhd
Massey (2005) was adopted. Five-point Likert-stydéng scale was employed in collecting the viesfis
respondents.The dependent variable in this studgpsesented by voluntary taxpayer compliance wthke
independent variables are represented by socidipigical determinant (norms and attitude).

Analysis

Of the socio-psychological determinant variablaslt dollowing tax evasion had the highest meanreauf 3.09
and standard deviation of 1.255; followed by thfeugnce of societal and cultural norms on voluntamypliance
with a mean of 3.00 and a standard deviation @3®).thxpayers’ moral sense on compliance with a mea+ 2.
of and standard deviation of 1.095; and propensitypanipulate figures in tax returns with a mea.G# and
standard deviation of 1.359

Table 2: Descriptive Frequencies Relating to the Rearch Variables

Statements M STD | SA A U D SD TR
Socio-psychological determinants:
Propensity to manipulate figures in tax returns 782. 1.359 21 14 14 24 7 80
26.3%| 17.5%| 17.5%| 30.0% | 8.8% | 100%
Guilt following tax evasion 3.09 1.25p 7 25 15 20 13 80
8.8% | 31.3% | 18.8% | 25.0% | 16.3% | 100%
Influence of societal and cultural norms on voluptg 3.00 | .968 7 11 42 15 5 80
compliance
8.8% | 13.8% | 52.5% | 18.8% | 6.3% | 100%
Taxpayers’ moral sense on tax compliance 2.94 1|095%6 26 21 21 6 80
7.5% | 32.5% | 26.3% | 26.3% | 7.5% | 100%

Source: Field survey 2015

Legend: M = Mean, STD = Standard deviation, SAro®jly Agree, A = Agree, U = neither agree nor dgise,
D = Disagree, SD = Strongly Disagree and TR= TR&dponse

110



Developing Country Studies www.iiste.org
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) “—.!ll
Vol.7, No.4, 2017 ||$ E

Test of Hypothesis

The study used a single regression model to testalationship between voluntary tax compliance socio-
psycological factors. The model was depicted thus:

VC=Bo+P: S +e
Where VC is voluntary compliance
Bo is the intercept,
B, is the coefficient of the socio-psychological tact
Bo is the intercept, B; — B3 are coefficients and is the error
S is the Socio-psychological factor
¢ is the error

The result of the regression is show in Table 3 €befficient of the Socio-psychological determing®) is
significantly different from O at an alpha level @D5, because its P-value of 0.039 is less th@h. 0he result
shows that Socio-psychological determinant is stiatilly significant in the model, consequentlyg thypothesis
that socio-psychological determinant (S) does iwtificantly affect voluntary tax compliance is eefed. This
implies that socio-psychological determinants tiad® and norm) significantly affect voluntary taypa
compliance. Attitude and norms are found to bemeihant factors affecting taxpayers voluntary cbamze in
the study area.

Table 3. Result of Regression Model

Model b SE-b Beta Sig.

Socio-psychological (S) .969 .358 1.024 .039

Source: Field survey, 2015

Discussion of Findings

The result of the hypothesis reveals socio-psyaicéd determinants, which is statistically sigréfit at 5%
with a P-value of 0.039 , was rejected. This ex@dhat self-employed persons voluntarily complyesult of
attitude and influence of societal norms. In theantinuous interaction with tax authorities, setigolyed
persons develop certain beliefs and attitudes whossequences are compliance with the tax lawtubitis are
generally assumed to influence compliance behadwsmause they represent taxpayer’'s propensity fmones
positively or negatively to a particular situation

Several empirical studies reveal a statisticallgnsicant link between attitudes and self-reportaehavior
(Chan, Troutman and O’Bryan, 2000; Trivedi et 2004). Societal norms represent cultural standatdgrated
in the relationship between taxpayers and autlegriis well as in the tax legislation. At this lexaimpliance
was achieved by reducing the social distance betwaeayers and authorities as well as through exatjon
and mutual trust. Hence, other important deternigiahcompliance behavior which express the salishnce
between taxpayers and tax authorities are the atadival postures. According to Braithwaite (2008)se
represent “the interconnected sets of beliefs atitides that are consciously held and openly shavith
others”. This can be further explained by the nafncompliance model that societal reasons may attciou
the way taxpayers behave.

Conclusion

This paper discovered that enhancing taxpayer'Bud¢t and societal norms affect voluntary taxpayer
compliance in the State. It concludes that selfieygdl persons voluntarily comply as result of pesiattitude
and influence of societal norms. This study indésathat, compliance through the willingness of sefployed
individuals to pay tax is very important and canhetignored. The study recommends that there ised o
direct attention on changing attitude of individuakpayers as well as that of significant otherm(fy
members, friends, colleagues and opinion leadengghly visible, respected people) whose influenees
important in encouraging taxpayer compliance. Is thay promotion of taxpayer compliance could beeerded

to enlisting influential members of the communibguseholds, friends and colleagues to dissemiraate t
compliance messages. If the process gains acceptane may expect norms to change which in turh wil
influence behavioral patterns.
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