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Abstract       

 

 
Many countries, including Ghana, depend on taxation as a means of generating the required resources 
to meet their expenditure requirements. Unrelentingly low levels of tax compliance can cause the 

government’s failure to achieve the necessary targets for financing the county’s budgetary allocation. 
Unless addressed, continued tax non-compliance may lead to a national crisis. This paper assesses tax 

compliance among SMEs in Ghana, focusing on the role of tax awareness and tax knowledge. To 
establish the theoretical foundation of this research, theories such as Economic Deterrence Theory, 
Fiscal and Psychology Theories as well as the Theory of Planned Behaviour have been reviewed to 

put the study into appropriate context. 
 

This study is quantitative in nature where the descriptive survey method of data collection is adopted 
to gather the necessary data through questionnaire administration to the target research participants. 
The data to be collected would be analyzed descriptively using descriptive statistical tools such as 

frequency distribution tables and percentages as well as mean and standard deviation, to achieve the 
main objective of the study. In addition, regression analysis would be conducted to determine the 

effects of tax awareness and tax knowledge on tax compliance among SMEs in Ghana. 
 
Concerning the factors that influence tax compliance among SMEs in Ghana, the results show that 

majority of the sampled SMEs’ tax compliance level is mostly affected by government spending 
priorities, tax service quality, fairness, and regular tax audit exercises by GRA. Besides, the findings 

also revealed that being aware of taxable income and paying it at due dates help to promote tax 
compliance among small businesses in Ghana and that having good knowledge and calculating the 
right amount of taxes would encourage a high tax compliance level among the SMEs in Ghana. The 

results of the study further revealed that adequate tax knowledge increases SMEs' ability to 
understand tax laws and regulations, which promotes a high compliance level, and that the SMEs have 

Account staff who are knowledgeable of tax laws and procedures hence high compliance. Moreover, 
the findings suggest that there exists a strong positive relationship between tax awareness & 
knowledge and tax compliance among SMEs in the Greater Accra region of Ghana. The study’s 

results also indicate that tax awareness and knowledge have a positive effect on the tax compliance 
level among SMEs in Ghana. The study recommends that SMEs in Ghana should continue to organize 

seminars and workshops for their staff on tax-related issues as doing so would help enhance their 
knowledge of tax laws and regulations and hence promote high tax compliance. 
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1 INTRODUCTION 

Many countries, including Ghana, depend on taxation as a means of generating the 

required resources to meet their expenditure requirements. Unrelentingly low levels of 

tax compliance can cause the government's failure to achieve the necessary targets for 

financing the country’s budgetary allocations. Unless addressed, continued tax non-

compliance may lead to a national crisis (Obongo, Memba & Oluoch, 2018). In 

contribution to the foregoing, available literature suggests that tax non-compliance 

among SMEs is a serious problem, which has worried tax authorities, academia, and 

non-governmental organizations all over the world, as argued by Kastlunger et al. 

(2013), “tax non-compliance has increased over the last decades and, thus, gained 

attention in policy making and research”. This paper assesses tax compliance among 

SMEs in Ghana, focusing on the role of tax awareness and tax knowledge.  

Small and Medium Enterprises (SMEs) play a major role in most economies, 

particularly in developing countries. Formal Small and Medium Enterprises (SMEs) 

contribute up to Forty-Five percent (45%) of total employment and up to Thirty-Three 

percent (33%) of national income (GDP) in emerging economies. These numbers are 

significantly higher when informal Small and Medium Enterprises (SMEs) are 

included. According to estimates, six hundred million (600 million) jobs will be 

needed in the next 15 years to absorb the growing global workforce, mainly in Asia 

and Sub-Saharan Africa (Yelku-Ang, 2017; Oteino, 2019). 

SMEs have been identified as drivers of economic growth and development in both 

the developed and developing world and most vibrant economies have SME-driven 

industries. Researchers and practitioners agree that this sector is responsible for many 
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innovations and contributes immensely to economic growth through employment 

creation and poverty eradication (Rajaman & O‟ Neill 2009; Finmark, 2013). Research 

in Organisation for Economic Co-operation and Development (OECD) countries has 

established that approximately 95% of businesses are SMEs and that they account for 

60% of employment in support of regional development and cohesion (OECD, 2005). 

Navaretti, Calzokin & Ponzolo (2015) found that 99% of firms in the European Union 

are SMEs and that the proportion is similar across other countries. They add that 

governments, policy makers, and individuals are concerned about SMEs because of 

their significant contribution to the growth and the realization that they will grow to 

become bigger companies (Navaretti, Calzokin & Ponzolo, 2015).  

According to Bashir (2008), the SMEs sector is considered the infantry stage of 

economic development driving the direction of industrialization. The changing 

function of SMEs within the developing world as an instrument through which 

progress objectives can be reached, hence the need for tax compliance (Dzadzra, 

2011). 

 Nevertheless, a large percentage of SMEs in developing countries like Ghana fall 

within the informal sector of the economy and contribute approximately 4% of the 

national tax revenues of the country (Dzadzra, 2011). The issue of promoting tax 

compliance among SMEs remains a witnessed challenge for collectors of taxes across 

the world (Silvani, et al., 2008; Alm et al., 2010). Compliance levels among taxpayers 

remain a progressive and upspring global problem (McKerchar & Evans, 2009), of 

which many syndicates of non-compliance with taxes are rife in developing countries, 

especially Sub-Saharan (Cobham 2005; Fuest & Riedel, 2009). For instance, tax 

revenues collected from OECD-nations contributed 36% of the Gross National Index 
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in 2007 (OECD, 2008), a proportion sampled in growing nations contributed 23% in 

Africa in 2007 (OECD, 2010) while Latin America recorded 17.5% in 2004 (OECD, 

2010). Revenues accrued from taxes have increased tremendously in many advanced 

nations. This is predominantly attributed to augmented revenues collected in the form 

of taxes on natural resources, e.g., royalties, revenues from sharing in production, and 

business revenue tax on oil and mining institutions and cannot be understood as a 

symbol of an enhanced system of tax management. In terms of enhancing tax 

collection revenues, the state must create an atmosphere that enhances taxpayers’ 

awareness and a desire to pay taxes without coercion (Malima, 2013).  

This is where the issue of tax awareness and tax knowledge is of great importance 

among small-sized businesses across the nations of the world to increase their 

compliance level (Yelku-Ang, 2017). The use of tax revenues is an avenue for nations 

to generate a monetary vacuum, provide essential services to the public, and reduce 

foreign monetary assistance and reliance on scarce resources (Drummond et al., 2012). 

However, the bases of domestic tax in many countries within Africa is derailed largely 

by prevalent tax avoidance and evasion (IMF, 2011).  

Ghana is facing a growing challenge concerning its tax revenues collection system, 

and it appears to be no plausible solution to the problem. For example, out of an 

estimated taxable population of 6 million people, only 1.5 million people contributed 

to the country’s tax revenues in 2010 (Ghana Statistical Service (GSS), 2011). This 

figure represents 25 percent of tax compliance in the country. The proportion of 

personal income tax has seen a downward decline within the last fifteen years (Ghana 

Vision 2020 report, 2012) encompassing tax revenues accrued from the informal sector 

contributing to a significant share of the business sector in Ghana. Empirically, the 
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people of Ghana opposed Act 486 of 1994, the law which established the Value Added 

Tax. The infamous demonstration against its implementation known as – the 

Kumipreko demonstration and other protest marches contrasted with the tax 

emergence were violent (Ali-Nakyea, 2006).  

Literature further suggests that every nation’s development is hinged largely on 

taxation. A robust revenue base remains one of the grounds of any nation and this 

includes Ghana. Tax Revenue is crucial and critical in the national development life 

of any economy.  For instance, a World Bank Report on Ghana’s finances in 2011 

showed that tax revenue to GDP stood at 14.78%. Also, the Bank of Ghana’s Monetary 

Policy on fiscal development showed that for the first quarter of 2012 revenue and 

grants amounted to GHC 3.5billion, representing 5% of GDP (BoG report, 2012). Tax 

revenue thus remains an issue of significant interest in Ghana.  

In addition, Ghana has a corporate tax regime of 25% comparable to 30% and 35% in 

other African jurisdictions (GSS, 2010). Value Added Tax is charged at 15% on all 

supply of goods and services except on all exempted imports of goods and services, 

and all taxable goods and services produced in the country (Agaliga 2014). The 

Communication service tax (CST) is 6% on all charges for communication services 

usage in the country. Import duties range from zero to 20% on all classificat ions 

depending on the harmonized code. The use of Excise duties is mostly applicable to 

the ex-factory price of goods ranging from 10% to 17.5% based entirely on the good 

classification. Personal Income Tax (PIT) is also relatively low with a marginal tax 

rate being 25% on incomes earned over GHS 1,350 each month for resident individua ls 

PWC Country Study: Ghana, (2014).  In the wake of the above narratives, this current 



10 

study assesses the role of tax awareness and knowledge on tax compliance among 

SMEs in Ghana. 

1.1 Purpose of the research 

 Taxes remain vital to state building, funding public expenditures, and infrastructure, 

redistribution of wealth, and generating a ‘fiscal social contract’ between states and 

citizens (Forstater, 2018). However, ensuring tax compliance and collecting the much-

needed revenue from the tax administrations remains a formidable challenge for them. 

This is particularly true for developing countries. While the developed countries have 

been able to collect tax revenue to a satisfactory level, developing countries have not 

been able to do so (Ahmed, 2019). They are still struggling with tax compliance 

problems.  

Pfister (2009) submits that the issue of tax defaults on the state's capability to accrue 

tax revenues to carry its development has developed interests by scholars and tax 

practitioners, especially on the perspectives of non-tax compliance by Small and 

Medium Enterprises (SMEs) in the Ghanaian setting. Decision makers in the 

developing world including Ghana keep exploiting ways to raise enough domestic 

revenues as well as widen the tax bracket to finance its developmental agenda 

(Pfister,2009). Evidence from the Institute of Statistical, Social and Economic 

Research (ISSER) (2008) revealed that SMEs constitute 80% of the informal sector 

employment in Ghana, yet the issues of tax payment by SMEs remain a major 

challenge. Available statistics show that the tax compliance level among businesses in 

Ghana for instance was at a minimal level of 17.2 percent by the end of the 2010 

business year (Ayoki, 2007). Many SMEs in Ghana have unregistered revenues with 
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the absence of third stakeholder reportage (Gerxhani & Schram, 2006) and 

subsequently, they are regarded as the hard-to-tax cluster from the informal area 

(McGee, Ho, & Li, 2008).  

Additionally, it is evident from previous studies done in the area of SMEs within the 

developing world that the issue of tax non- compliant remains the major hurdle in 

mobilizing enough domestic revenues for development (Terkper 2007; Stern & 

Barbour, 2005; Ayoki, 2007); however previous studies in that regard failed to 

examine the reasons for tax non-compliance from the perspectives of the SMEs and, 

and how tax awareness and knowledge on tax influence compliance level among 

SMEs. Within the Ghanaian context, Owusu et al. (2016) assessed the tax compliance 

level of Small Enterprises. The study revealed that people working within the SME 

space below the age of 35 were more sensitive to tax issues. Also, the study found that 

the educational level of businesses within the informal sector was contributing more 

to tax evasion because the need for tax compliance is not seen by them as a social 

obligation.  

However, they failed to identify the contributory factors for tax non-compliance 

among Small Enterprises in Ghana. Similarly, Mantey (2015) assessed tax compliance 

among Small Business Owners and Income Earners in the Suame Magazine Industria l 

area in the Kumasi Metropolis. The study sought to determine the attitudes and 

knowledge of small business owners towards tax compliance. Findings from the study 

showed that most small business owners rarely understood the Ghanaian tax system. 

The results of the study further showed that most of them were not aware of most tax 

laws and guidelines about the taxation of incomes for organizations and individua ls. 

In addition, the study revealed that most business owners rarely undertook annual 
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registrations with the GRA and, this was attributed to the gradual fade of that process 

in the Ghanaian tax registration system. 

The focus of this current investigation is to examine how tax awareness and knowledge 

influences compliance level among SMEs in Ghana. The above discussion implies that 

a gap exists in the literature concerning the role of tax awareness and tax knowle dge 

on compliance levels among SMEs in Ghana, hence the need for proper interrogation 

on the subject matter. The foregoing narratives triggered my interest and the 

inspiration to examine tax compliance among SMEs in Ghana, with specific reference 

to the role of tax awareness and tax knowledge. 

1.2 Research objectives and research questions 

The general objective of this study is to assess tax compliance among SMEs in Ghana, 

focusing on the role of tax awareness and tax knowledge. In the pursuit of that, the 

following specific objectives are formulated to guide the study: 

1. To assess tax compliance level among SMEs in Ghana. 

2. To explore factors that affect tax compliance among SMEs in Ghana. 

3. To examine the impact of tax awareness on compliance levels among SMEs in 

Ghana. 

4. To assess the influence of tax knowledge on compliance levels among SMEs 

in Ghana. 

 

 



13 

The following research questions are formulated to achieve the objectives of the study: 

1. What is the level of tax compliance among SMEs in Ghana? 

2. What are the contributory factors to SMEs’ tax compliance in Ghana? 

3. What is the impact of tax awareness on tax compliance levels among SMEs in 

Ghana? 

4. What is the influence of tax knowledge on tax compliance levels among SMEs 

in Ghana? 

1.3 Significance of the research 

 This research will contribute to current scholarship in many interesting and insightful 

ways, particularly in the area of tax awareness and knowledge on tax compliance levels 

among SMEs in Ghana. The results and recommendations of this study will provide a 

great premise to improve the issue of tax compliance among Small and Medium 

Enterprises (SMEs) and help them appreciate the benefits of tax payment to the 

national development agenda. Also, the findings of the study will give small and 

medium business owners fundamental information on the tax payment processes and 

regime within the country. The reason is that improved tax compliance in terms of tax 

payment by SMEs would significantly upscale the government’s domestic revenue to 

boost the social, infrastructural, and recurrent expenditures of the state. 

In addition, this study discovery will also be of immense benefit to tax authorities in 

the country like the Ghana Revenue Authority about the need to improve upon their 

tax collection mechanism concerning small and medium enterprises; as well as the 

need for a relook at its revenue mobilization strategy regarding the SMEs sector in the 

country. 
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In addition, the study will also be relevant to practitioners and experts in taxation. It 

will expose to them the attitudes and perceptions of small and medium business 

owners’ perspectives on tax compliance; to help them better inform or counsel 

policymakers and the state on the proactive steps needed to help accelerate tax 

revenues in the country. Not forgetting that the SME sector employs more than half of 

the working population. Also, the study will broaden and contribute meaningfully to 

the existing literature on SMEs and tax compliance for future scholars or researchers 

who intend to conduct similar studies in that regard. It is expected to set the pace for 

future researchers who may endeavour to repeat and expand on this study area.  

1.4 Research method and data 

 This study generally focused on assessing tax compliance about the role of tax 

awareness and tax knowledge among SMEs in Ghana. The study is limited to the 

Greater Accra region, which is a hotspot or hub for many Small and Medium 

Enterprises (SMEs). The study specifically assesses the tax compliance level among 

SMEs in Ghana and determines factors that affect the tax compliance rate among these 

SMEs. It further examines the impacts of tax awareness on tax compliance levels 

among SMEs in Ghana and explores the influences of tax knowledge on compliance 

levels among SMEs in Ghana.  

The study is also limited to discussions relating to the concept of taxation, tax 

compliance, tax awareness, tax knowledge, an overview of SMEs, tax awareness and 

compliance level among SMEs, tax knowledge and compliance level among SMEs, 

and theoretical underpinnings related to these concepts. 
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This study will also use questionnaires to collect study information and hence an 

overestimation of subjective response may affect the results. To address this limitat ion, 

the construction of the questionnaire will be done such that it will not only be 

simplified but there will be reduced variation of the responses from the respondents by 

applying closed-ended questions. 

1.5 Framework and structure of the research 

This research was categorized into five main chapters. Chapter one introduced the 

background to the study, statement of the problem, research objectives and questions, 

project significance, scope of the study, limitations, and delimitation of the study as 

well as the organization of the study. Chapter two focused on the contextual 

background of taxation. Chapter three also outlined the theoretical background of 

taxation. Chapter four focused on the research methodology. This chapter also 

described the research design, study population, sample size, sampling techniques, and 

source of data. Chapter five focused on the data analysis, presentation, and discussion 

of the project findings. Chapter six contained the summary of findings, and 

conclusions, and made relevant recommendations to guide users of the study for policy 

implementation. 
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2 CONTEXTUAL BACKGROUND OF TAXATION 

 

2.1 Overview of Taxation 

Taxation is the practice of collecting money from citizens or the residents of its 

jurisdiction based on their earnings and property. Taxation is how a government or the 

taxing authority imposes or levies a tax on its citizens and business entities (Vishnu, 

2021). The tax thus is a compulsory financial charge, or some other type of levy 

imposed on a taxpayer by a governmental organization to fund government spending 

and various public expenditures (Awitta, 2010). It must be emphasized that taxation, 

all over the world is a major contributor to government revenue (Lymer & Oats, 2009). 

The purpose of taxation thus is to finance government expenditure. One of the most 

important uses of taxes is to finance public goods and services, such as street light ing 

and street cleaning (Owusu-Ansah, 2013). Lyme and Oats (2010) stated the functions 

of taxation to include raising revenue to finance government expenditure, 

redistribution of wealth and income to promote the welfare and equality of the citizens, 

and the regulation of the economy thereby creating enabling environment for 

businesses to thrive.  

Taxation is, therefore, one among other means of revenue generation of any 

government to meet the need of the citizens some of which have been pointed out 

above. Miller and Oats (2006) maintained that taxation is required to finance public 

expenditure. Popoola (2009) asserts that electric supply and social infrastructure need 

to be financed with taxpayers’ money.  According to Nightingale (2002), “No one likes 

paying taxes, yet they are inevitable for the provision of social welfare”. 
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A closer examination of some of the factors or reasons for the uncooperative attitude 

of people toward taxation reveals that the obligation is on the complications and 

complexity of tax policies and administration in some countries.  Most often, the 

resistance to taxation is so fierce that it could lead to social unrest (Evans, 2009). James 

and Nobes (2009) and Nightingale (2002) while citing (Adam Smith, 1776), posits that 

a good tax should have the qualities of equitability, efficiency, neutrality, flexibility, 

and simplicity. These principles still hold today and even act as a guide for tax policy 

formulation.  

 However, the ability to achieve all in a single tax policy is practically impossib le; 

hence, Nightingale (2002) stated that there is no good tax.  This is because an effic ient 

tax might be inequitable.  According to Lamb et al (2005), “An efficient tax may not 

necessarily be considered fair and one that is considered equitable may not be 

efficient”. Ordinarily, people dislike tax payments due to their effects on their income.  

Owens (2006) noted that only a few people are enthusiastic about paying taxes (Awitta, 

2010). Tax policy must be generally accepted by the people if it must gain compliance 

(Nightingale, 2002).  It, therefore, means that a good tax system must align with (Adam 

Smith, 1776) features of taxation cited in Nightingale (2002): Equitability, Neutrality, 

efficiency, flexibility, and simplicity.  

2.2 Tax Compliance 

Scholars and tax institutions have explained the concept of tax compliance in various 

ways. For instance, the Ghana Revenue Authority (GRA) (2019) referred to tax 

compliance as taxpayers’ (either business or individual) decision to observe tax laws 

and regulations by filling returns and paying taxes timely and accurately. Consistent 
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with the above definition, Atawodi and Ojeka (2012) stated that tax compliance refers 

to fulfilling all tax obligations as specified by the law freely and completely. Tax 

compliance thus means submitting a tax return within the stipulated period, correctly 

stating income and deductions, paying assessed taxes by the due date, and paying 

levied taxes (Atawodi, & Ojeka, 2012). Tax compliance can be interpreted as subject 

to, following, and obeying taxpayers in carrying out their taxation rights and 

obligations following applicable tax laws (Rahayu, 2010). Safitri Narmantu said that 

tax compliance could be defined as a condition where taxpayers fulfill all tax 

obligations and implement tax rights (Narmantu in Rahayu, 2010). 

In its article on tax compliance, the Organization of Economic Cooperation and 

Development (2016), categorizes compliance into two namely; administra t ive 

compliance and technical compliance. Administrative rules imply filing and making 

payments and ensuring that the due dates are adhered to, and the procedures are also 

followed whereas the technical aspect refers to the computation of the correct taxes. 

In addition, it refers to voluntary computation, payment of the tax due, and payable 

within the stipulated timelines. It is also determined by the taxpayers’ trust and 

facilitation by the authorities (Marti 2010). 

2.3 Tax Awareness and Tax Knowledge 

 According to Gerry (2016), tax awareness is the principle of being aware of what tax 

laws and principles are, and how these laws and principles can apply to individua ls 

and businesses. Taxation awareness in the views of Muliari and Setiawan (2011) is a 

condition that someone knows, recognizes, respects, and obeys the applicable tax 

provisions and has the sincerity and desire to fulfill their tax obligations. Awareness 
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of taxpayers' importance of paying taxes for the nation will help improve taxpayer 

compliance to pay taxes correctly, entirely, and on time. This tax awareness can be 

increased by understanding the taxpayers of taxation regulations and taxation laws that 

include taxation procedures that will help taxpayers to know how to fulfill their tax 

obligations. Awareness of taxpayers of the importance of fulfilling their tax obligat ions 

to contribute to the development of the nation and state is fundamental in increasing 

taxpayer compliance (Muliari & Setiawan, 2011). According to Nasution (2003), 

taxpayer awareness is the attitude of taxpayers who have understood and are willing 

to carry out their obligations to pay taxes and have reported all their income without 

being hidden following applicable regulations. From the statement above, it can be 

concluded that tax awareness is a condition where taxpayers know and understand tax 

matters.  

According to Oladipupo and Obazee (2016), tax knowledge is the level of awareness 

or sensitivity of the taxpayer to tax legislation. Tax knowledge is the tax information 

that can be used by taxpayers as a basis to act, make decisions, and take a specific 

direction or strategy in connection with the implementation of their rights and 

obligations in the field of taxation (Palil, Akir, & Ahmad, 2013; Waluyo, 2016). Tax 

knowledge is an essential element in a voluntary compliance tax system, particula r ly 

in determining an accurate tax liability (Saad, 2014). 

Taxation knowledge is necessary to increase public awareness, especially in areas 

concerning taxation laws, the role of tax in national development, and especially to 

explain how and where the government (Mohd, 2010) spends the money collected. 

Attitude towards tax compliance can be improved through the enhancement of taxation 

knowledge. A positive tax attitude helps reduce negative perceptions about tax thus 
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increasing taxpayers’ tax compliance (Mohd, 2010). It thus remains to be argued that 

individuals with tax knowledge have a high obligation to fulfill their expectations 

though tax awareness does not mean general tax education significantly reduces tax 

evasion (Richardson, 2006). According to Erawati (2017), tax knowledge is the ability 

of a taxpayer to know tax regulations both about the tax rates based on the laws they 

will pay and the tax benefits that will be useful for their lives (Utomo, 2011). The 

knowledge of taxation will help taxpayer compliance in paying taxes, so the level of 

respect will increase (Mardiasmo, 2009). 

2.4 The Concept of Tax Avoidance and Tax Evasion 

Considering the problems of tax avoidance and tax evasion and their impact on any 

economy, it is imperative to understand the concept of taxation and to clarify some 

misconceptions regarding the distinction between the two concepts. Over the years, 

most people have misunderstood the concept of tax avoidance and tax evasion. Most 

of them have little or no idea about the fact that tax avoidance is a legal way of reducing 

tax revenue and tax evasion is an illegal way of reducing tax revenues (Quaye, 2014).  

The word evades and avoid are generally used interchangeably and they connote the 

same thing. To the professional, there is a sharp and fundamental distinction between 

the two concepts. The distinction will be clearly emphasized for this study, to apply 

the difference appropriately. Wikipedia describes tax avoidance as 'the legal utiliza t ion 

of the tax regime to one’s advantage, to reduce the amount of tax that is payable by 

means that are within the law'. The Legal dictionary describes tax avoidance as ‘a 

process whereby individual plans his or her finances to apply all exemptions and 

deductions provided by tax laws to reduce taxable income'. On the other hand, the 

International Glossary (1996) describes tax evasion as ‘'a term used to describe an 
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illegal arrangement where liability to tax is hidden or ignored'’. For instance, the 

taxpayer pays less than he is legally obliged to pay. According to Abdallah (2008), 

''Tax evasion is using illegal means to reduce tax’’. Browing (1979) also describes tax 

evasion as ‘’the failure to pay taxes that are legally due. Tax evasion is the employment 

of unlawful methods to circumvent the payment of taxes (Legal Dictionary, 2000). 

 Tax evasion according to Wenzel (2002) is the illegal dodging of taxes by individua ls, 

corporations, and trusts. Tax evasion often entails taxpayers deliberately 

misrepresenting the true state of their affairs to the tax authorities to reduce their tax 

liability. It includes dishonest tax reporting such as declaring less income, profits, or 

gains than the amounts earned or overstating deductions (Lymer & Oats, 2009). The 

legality distinguishes tax evasion from tax avoidance. Avoidance can be evasion 

except the action taken to avoid tax are through sincere means and within laid down 

laws. The tax avoider is anyone who arranges his affairs in such a way that he pays 

little or no tax at all and takes advantage of all legal opportunities to minimize his or 

her state of affairs, while the tax evader, is one who for several reasons, refuses to 

fulfill his civic responsibility under the law, and he is for all intended purpose, a 

criminal (Gërxhani & Schram, 2001). 

2.5 Overview of SMEs and Their Tax Compliance 

The term Small and Medium Scale Enterprises (SMEs) has no particular definition. It 

has been characterized in a variety of ways by various academics. Despite this 

assertion, most definitions are based on criteria such as the number of workers, yearly 

turnover, ownership of the business, and the value of fixed assets. Consistent with the 

above submission, Oteino (2019) defined SMEs as firms with less than 250 employees. 

Micro companies typically employ one to nine people, whereas small firms employ 10 
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to 49 people. Medium-sized firms, on the other hand, employ between 50 and 249 

people, whereas big organizations employ more than 250 people. SMEs are also 

defined by Alibhai, Bell, and Conner (2017) as independent businesses with less than 

250 employees and annual revenues of less than EUR 50 million. In most 

industrialized economies, SMEs have grown at a faster rate than major corporations 

since the 1980s (Oteino, 2019).  

SMEs were also defined by the Australian Bureau of Statistics (ABS) in terms of 

several business size groups, as follows: Micro companies are those that employ fewer 

than five people; small businesses are those that employ fewer than 20 people; medium 

businesses are those that employ 20 or more people but fewer than 200; and large 

businesses are those that employ 200 or more people (ABS, 2015). According to 

Kayanula and Quartey (2000), there have been debates in the literature regarding what 

constitutes a small or medium firm. This type of business has been defined in a variety 

of ways by various authors. However, the National Board for Small-Scale Industries, 

which is responsible for promoting the establishment of SMEs in Ghana, defines SMEs 

as follows:  

Table 1. Levels of SMEs in Ghana ((Source: National Board for Small Scale- Industries, 2010) 

SMEs Business Enterprise Workforce Investment Capital 

Micro 1- 5 Up to US$ 10,000 

Small        6- 9 Up to US$ 100,000 

Medium        30- 99 Up to US$ 1,000,000 

Large     100 and above Over US$ 1,000,000 
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2.6  Tax Compliance among SMEs  

James and Alley (2012) stated that tax compliance is “the willingness of the taxpayer 

to act per both the ‘spirit’ and the ‘letter’ of the tax law and administration without the 

application of enforcement activity”. To avoid the issues of tax non-compliance, 

Amaning et al. (2021) cited in Singh and Bhupalan (2001), concluded that taxpayers 

are to be tax laws compliant, honest, knowledgeable about the tax systems of a 

particular jurisdiction and utilize such knowledge to adhere to their tax obligat ions 

promptly, truthfully, and comprehensively. They assert that these are the prerequisites 

of tax compliance. The operations, size, and nature of SMEs make the issue of tax 

compliance critical to them. Some of the contributing factors for defrauding and 

evading taxes include high tax rates, penalties; inadequate understanding of the tax 

laws, and huge compliance costs (Amaning et al., 2021). Taxpayers either wilfully or 

unwilfully fail to honor the tax laws (Williams & Round, 2009). 

Their studies in Yemen revealed that SMEs in Yemen comply with the tax regulat ions 

of the country. Cuccia (2013) conducted his studies in Brazil, and defined tax 

compliance as filing all required tax returns at the proper time, and accurately report ing 

tax liability under the tax law applicable at the time the return is filed. Interviews 

conducted by Roth et al. (2015) revealed that it was the fear of stiff tax penalties, which 

compelled SMEs to comply with tax laws. The SME taxpayer complies with all 

requirements by filling their tax returns and paying taxes before the due date argues 

Nkwe, (2013). This was revealed in a study in Botswana where it was argued that most 

SMEs have not received any audits by tax collectors, as they were not suspected of 

anything. 
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 He further argues that Botswana is known for its favorable tax environment which has 

therefore encouraged high compliance among SMEs. In support of high compliance 

levels among SMEs, Adebisi and Gbegi (2013) argued that “almost all SMEs in 

Nigeria pay taxes all the time”. Richardson (2015), in a cross-cultural study between 

Hong Kong and Australia, revealed that Australian Small Medium Enterprises were 

generally more compliant than the Hong Kong taxpayers were. Cuccia (2013) also 

used a hypothetical tax scenario in their experimental study to investigate the SME 

taxpayers’ noncompliance behaviour in the US, Australia, and Singapore and his 

results indicated that Singaporean SME taxpayers had the highest compliance rate at 

almost 74%, while Australian taxpayers had the lowest at 45%. 

 The findings further suggested that complete compliance was lowest in Australia due 

to a lack of tax knowledge within the country and was the highest in Singapore because 

of the tax knowledge given to the individuals before they embark on a business. In 

Ghana, Owusu et al. (2016) reported that most SMEs about 76% were high tax 

defaulters because they had a negative impression about fulfilling their tax obligations. 

They established that registered businesses were more likely to be tax- compliant as 

compared to unregistered businesses. 

Many factors contribute to tax compliance and non-tax compliance, the factors are 

divided basically into five major groups according to (Inasius, 2018), notes that the 

factors can be divided into economic factors which include the tax rates, tax audits , 

perception of government spending, Institutions factors which includes the role of the 

tax authority, simplicity of the tax returns and administration and probability of 

detection; social factors such as ethics and attitude, political grouping, changes in 

government policy and perception of equity and fairness.  individual factors such as 
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personal financial constraints, and awareness of offenses and penalties. factors that 

affect tax compliance are namely the cost of complying whereas this may be a result 

of the following high tax rates, cost of dealing with the regulatory body, tax fairness, 

internal costs consumed in completion of tax activities among others, and the 

perception on tax evasion which may include but not limited to tax avoidance, gains, 

ethics towards compliance, perception on the fairness of the system and poor social 

influences.  

Tax awareness and knowledge of tax laws can be determined by the level of education, 

Seminars and conferences attended, and slow uptake of online filing (Technology) 

which may be caused by the knowledge of computer applications, costs involved in 

filing, and registration as an online filer and internet connectivity. Most of the SMEs 

are in this sector due to the perceived high cost of complying with the requirements, 

whereas several compliant ones do so due to the pressure and force employed by the 

tax authorities. (Chu, Kara & Benzing, 2008). In their 2010 findings Fagbemi, Uadile , 

and Noah noted that the evasion of tax is widely undertaken in developing countries 

as compared to Developed countries hence leading to low economic development. 

Kibiwott (2012) studied the determinants of tax compliance among small and medium 

enterprises in Uasin Gishu County in Kenya. Results from these studies indicate that 

the perceptions of SME operators about tax fairness, tax service quality, and 

government spending priorities greatly affect their tax compliance decisions. 

 In addition to the above, Amaanamah (2016) argued that non-payment of tax among 

SMEs in Ghana could be attributed to factors such as high tax amounts, cumbersome 

procedures for tax payment, and not knowing where and to whom to pay the tax to. To 
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further this discussion, Gbordzor et al. (2018), posited that ignorance about tax laws 

and policy reforms, poor administrative mechanisms, poor approach to dealing with 

eligible taxpayers, and lack of incentives for regular taxpayers, are among the several 

factors contributing to the non-payment of taxes by businesses in Ghana.  

Tax knowledge is necessary to increase public awareness, especially in areas 

concerning taxation laws, the role of tax in national development, and especially to 

explain how and where the government (Mohd, 2010) spends the money collected. 

Literature admits that attitude towards tax compliance can be improved through the 

enhancement of taxation knowledge. A positive tax attitude helps reduce negative 

perceptions about tax thus increasing taxpayers’ tax compliance. Previous studies have 

evidenced that general tax knowledge has a very close relationship with taxpayers’ 

ability to understand the laws and regulations of taxation, and their ability to comply 

with them (Loo, 2016; Singh, 2003).  

An obvious explanation that has been raised by researchers is that the enhancement of 

tax knowledge will increase tax compliance. According to Adam (2012), tax 

knowledge is an essential element in a voluntary compliance tax system, particula r ly 

in determining an accurate tax liability (Palil, 2015; Saad et al., 2013). Studies 

undertaken in Malaysia (Loo, 2016; Loo et al., 2014) also proposed that tax knowledge 

is the most influential factor in determining taxpayers’ compliance behaviour under 

the self-assessment system.  

This is empirically established and supported by several other studies that include, 

Kasippilai and Jabbar (2013), who documented that possessing tax knowledge would 

lead to higher compliance rates. Their research indicated that 97% of the respondents 

possessed tax knowledge and that SMEs in Malaysia comply with tax regulations. 
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Similarly, Maseko (2014) investigated the impact of tax knowledge on the tax 

compliance behaviour of SMEs in Zimbabwe and found that, unlike large companies, 

SMEs face different business conditions, which made them endure a high tax 

compliance load.  

Newman et al (2018) quoted Harris (2013) who found through empirical studies with 

the SMEs of the UK that the SMEs in the UK possessed tax knowledge and were aware 

of their tax liabilities. Studies in New Zealand by Ritsema et al. (2013) revealed that 

SMEs in New Zealand have enough knowledge of tax and they comply with the tax 

regulations of the country. Saad et al. (2014) also added that information about tax 

regulations is provided through free public lectures in Malaysia. In addition, 

Mckerchar and Hansford (2015) conducted a study with small business taxpayers of 

Australia and found that a lack of tax knowledge might encourage tax non-compliance 

either intentionally or unintentionally. It was found that small business taxpayers in 

Australia did not possess requisite tax knowledge (Mckerchar & Hansford, 2015). 

According to Shaharuddin, Palil, Ramli, and Maelah (2012), lower tax compliance is 

the result of a lack of knowledge of the tax system. In Ghana, Medley (2015) 

perpetuated that highly educated SME owners still did not have tax knowledge and did 

not comply. 

The role of taxpayer awareness and compliance is very important for a nation to collect 

state revenue from the tax sector. Taxpayer awareness is an effort or action 

accompanied by self-encouragement and willingness to perform the rights and 

obligations of taxation following the regulations. Taxpayer awareness is understood if 

the taxation regulation has been known, acknowledged, respected, and obeyed. 

(Yayuk, Margono, Eka & Sudjatno, 2017).  
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Tax awareness in paying taxes on time will affect the high and low on tax compliance. 

However, if the tax regulation is still limitedly known, then, the taxpayer's awareness 

is still low (Lestari & Wicaksono, 2017). The low awareness of taxpayers is suspected 

to be caused by the minimum knowledge and understanding of tax regulations. 

Nugroho and Zulaikha (2012) examined the factors that influence the willingness to 

pay taxes with the awareness of paying taxes as an intervening variable.  

The results showed that the variables, knowledge, understanding of tax regulations, 

quality tax services, and perceptions of taxation effectiveness have a significant 

influence on the awareness of paying taxes. Munari (2005) also explained that 

taxpayers experience awareness when they: know the existence of laws and provisions 

of taxation; know the function of paying taxes to the state; understand the rights and 

obligations to be implemented; count, pay, and report voluntarily; calculate, pay and 

report taxes correctly. According to Yayuk et al. (2017), the indicators of taxpayer 

awareness are measured by knowing tax functions, understanding taxpayers' rights and 

obligations, being able to calculate taxes, being able to pay taxes, and being able to 

report taxes. 
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3 ACADEMIC BACKGROUND OF TAXATION 

In this chapter of the thesis, tax compliance and knowledge are looked at from a literary 

background. The main idea of this is to help the reader understand the theoretical 

methodology and empirical literature review of tax compliance. This will help justify 

how important various theories and literature are significant for this thesis. 

3.1 Theoretical review 

 This portion of the paper examines theories that are relevant to the research. As a 

result, the theoretical underpinning for this present study is built on Economic 

Deterrence Theory, Fiscal and Psychological Theories as well as the Theory of 

Planned Behaviour. The next subsection discusses these theories in depth.  

3.1.1 Economic Deterrence Theory 

This theory, which was propounded by Becker in 1968, is based on the concept of 

criminology. This theory thrives on the assumption that, if the outcome of perpetuating 

a crime exceeds the crime itself, the individual may be restrained in perpetuating the 

crime. Thus, this concept assumes that individuals are knowledgeable about the 

distinction between what is wrong and right and the repercussions of unlawful 

behaviours (Amaning et al., 2021). Scholars belonging to this school of thought 

believe that people opt to comply or flout after considering the benefits and the 

repercussions of their steps. Allingham and Sandmo (1972) argue that this theory 

integrates the concept of an economically rational taxpayer who will evade taxes so 

long as the benefits from such actions exceed the envisaged punitive actions of being 

caught. This suggests that taxpayers are unethical utility maximizers (Oladipupo & 

Obazee, 2016) who are influenced by economic motives such as profit maximiza t ion 
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and probability of detection. Hence, the taxpayers analyze alternative compliance 

paths for instance whether to evade tax, the likelihood of being detected, and the 

resulting repercussions, and then select the alternative way that maximizes their 

expected after-tax returns after adjusting for risk. They like playing the audit lottery 

(Trivedi & Shehata, 2005); therefore, the taxpayers normally adjust their returns when 

filing to suit them. Therefore, the best way to prevent deterrence is by increasing fines 

and penalties once a taxpayer has been identified for the acts of omission and or 

commission (Adhiambo, 2019). 

This theory implies that to improve tax compliance, audits and penalties for non-

compliance should be increased. Thus, there is a theoretical positive relationship 

between tax knowledge and tax compliance. The proposition of this theory to the 

current study, therefore, is that increase in tax knowledge and awareness would lead 

to an increase in tax compliance and vice versa among SMEs. The theory links to the 

current study in that despite there being the knowledge of penalties and fines and the 

taxpayer’s attitude toward risk, the compliance level of SMEs has not improved. This 

is because most of the firms in this group are not in the tax bracket. The knowledge of 

how the fines and penalties affect their compliance level would be important in 

understanding their compliance level. 

3.1.2 Fiscal and Psychological Theories 

The theory was postulated by the works of Schmolders (1959) based on the assumption 

that taxpayers view things in self-interest rather than the communal interest. He 

concluded that the works reflected different cultural beliefs. In addition to the fiscal 

and psychological, it deals with attitudes and beliefs, and social norms. In summary, it 
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can be noted that the theory focuses on human behaviour, which is irrationa l 

(Adhiambo, 2019). Consequently, Schmolders noted that taxpayers view different 

things differently depending on the tax mentality.  

This idea was enhanced by (Strumpel, 1969), who asserts that the rigidity of 

assessments issued by the tax authorities may reduce tax compliance, while Kinsey, 

1986) views it as purely willingness to cooperate positively increases compliance 

level. A combination of different variables of human behaviour with awareness and 

knowledge can positively influence the compliance level. Factors such as return on 

taxes paid to influence the compliance level of tax compliance. Spicer (1974) in most 

cases taxpayers tend to look at how the taxes paid have benefitted the general public 

or have been utilized by the government. In the Theory of Reasoned Action (TRA) by 

Ajzen and Fishbein (1980), noted that taxpayer’s behaviour is influenced by their 

intentions and motives and the perception of what society might think about them.  

Psychology theory posits that taxpayers are influenced to comply with their tax 

obligations by psychological factors. It focuses on the taxpayers’ morals and ethics. 

The theory suggests that a taxpayer may comply even when the probability of detection 

is low. As opposed to the deterrence theory that emphasizes increased penalties as a 

solution to compliance issues, psychology theory emphasizes changing individua l 

attitudes towards tax systems. Thus, one instrument of changing taxpayers’ attitude s 

to tax matters is tax knowledge. It is assumed that improved tax education/ knowledge 

would increase tax compliance and vice versa (Oladipupo & Obazee, 2016). 
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The above illustration gives a theoretical foundation for choosing this theory to 

supplement other establishments to better address the study's objectives. Psychology 

theory is relevant to this study because it best explains the variables used in the study. 

3.1.3 The Theory of Planned Behaviour 

The theory of planned behaviour developed by Ajzen (1991) is a psychologica l 

concept, which connects beliefs and behaviour and attempts to espouse human 

behaviour. Icek Ajzen coined this theory to enhance the theory of reasoned action’s 

predictive ability through the integration of perceived behavioural control. The 

position of this model is that an individual’s behaviour in society is influenced by 

definite factors, which emerge from some bases and arise in an organized manner. The 

power in executing a particular behaviour hinge on the fact that man has a motive in 

connection with behavioural intention.  

Three variables, attitude towards behaviour, subjective norms, and perceived 

behavioural control, affect the behavioural intentions of humans. Behavioural beliefs, 

normative beliefs, and control beliefs, in turn, affect the variables of behavioura l 

intentions. This theory’s emphasis is thus, on the morals and ethics of the taxpayer. 

Accordingly, this concept argues that a taxpayer may voluntarily comply with his tax 

payments obligations even when the likelihood of detection is low. Thus, this concep t 

emphasizes changing individual attitudes towards tax systems rather than relying on 

punitive measures and increased audits, as remedies to tax compliance (Amaning et 

al., 2021). 
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3.2 Empirical Literature Review 

Over the years, there have been various scholarly publications on tax compliance and 

tax awareness, and tax knowledge among SMEs in several contexts and different 

jurisdictions. The empirical literature review provides a summary of related works of 

literature on the subject to establish the vacuum that necessitates this investigation. It 

entails mostly recently published works from both developed and developing 

countries. 

Owusu et al. (2016) did a study on the assessment of the tax compliance level of Small 

Enterprises in Ghana. The study’s objective was to assess the tax compliance level of 

small businesses within the Sunyani Municipality. The study employed the 

quantitative research design, where a sample size of 500 businesses operating within 

the Sunyani Municipality was selected. The study specifically used primary data 

covering major aspects of tax assessment and compliance questions. The study 

revealed that most of the respondents have an annual turnover of less than GHS 5000. 

On the issue of tax liability, the study showed that most of the respondents representing 

76% were high tax defaulters because the respondents had a negative impression about 

fulfilling their tax obligations. 

 The study also found that there was no significant difference between compliance 

levels between males and females. Registered businesses were more likely to be tax-  

compliant as compared to unregistered businesses. Though the study examined the 

compliance level in terms of tax payments by SMEs, however, the study failed to 

address the factors that increase the tendency for tax non-compliance by SMEs. 
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Okpeyo, Musah, and Gakpetor (2019) explored the determinants of tax compliance in 

Ghana, using evidence from Small and Medium Taxpayers in Greater Accra Region. 

The study examined the factors that influence tax compliance by small and medium 

taxpayers, the difference in the level of compliance between small and medium 

taxpayers, and strategies to improve tax compliance in Ghana. The study through a 

stratified sampling technique sampled 100 small and medium taxpayers in Accra and  

other GRA officials for the study. Data was analyzed qualitatively and quantitatively.  

The results of the study showed that compliance cost, tax rates, tax audits, and the 

morals of taxpayers significantly influenced tax compliance. The GRA also indicate d 

that unions and associations of businesses could help increase voluntary tax 

compliance of small and medium taxpayers in Ghana. The study findings provide 

evidence that there is a significant difference in the tax compliance level between small 

and medium-scale enterprises. The difference can be largely attributed to the inability 

of small enterprises to file their tax returns on due dates and to keep proper books of 

records of their business transactions. The study recommends organizing workshops 

for businesses to train them on the need to pay their taxes and keep proper records of 

their transactions, increasing the rate of audits of businesses, and imposing fines and 

penalties for defaulting businesses. 

Furthermore, Mantey (2015) assessed tax compliance among Small Business Owners 

and Income Earners in the Suame Magazine Industrial area in the Kumasi Metropolis. 

The study sought to determine the attitudes and knowledge of small business owners 

towards tax compliance. The study employed the qualitative research design; of which 

the small business income earners were comprised of hairdressers, provision 

shopkeepers, food vendors, and petty traders in the Suame Magazine enclave formed 
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the population. The sample size of the study was 137 small business income earners 

using the simple random sampling technique. Findings from the study showed that 

most small business owners rarely understood the Ghanaian tax system. The results of 

the study further showed that most of them were not aware of most tax laws and 

guidelines about the taxation of incomes for organizations and individuals. In addition, 

the study revealed majority of business owners rarely undertook annual registrat ions 

with the GRA and, this was attributed to the gradual fade of that process in the 

Ghanaian tax registration system. Contrary, the study failed to enumerate the 

challenges inherent in the Ghanaian tax system, which inhibits tax compliance among 

small business owners in the country. 

In Indonisia, Waluyo (2018), examined tax compliance among SMEs. This used 

variables such as perceived tax fairness, tax knowledge, and tax administration to 

assess the level of tax compliance among SMEs in Indonesia. This research employed 

a quantitative approach, where primary data collected was collected from 86 small 

businesses and entrepreneurs. These respondents were chosen using the purposive 

sampling method, which is nonprobability sampling. Data collected were analyzed 

using multiple linear regression. The results of this study indicate that perceived tax 

fairness, taxpayer knowledge, and tax administration influence SME tax compliance.  

Obongo et al. (2018) examined the influence of tax knowledge and awareness on tax 

compliance among Export Processing Zones investors in Kenya. This research used a 

cross-sectional survey research design. The study population comprised 152 duly 

registered and licensed firms by the Export Processing Zones Authority.  Since all the 

registered investors in the three Kenyan Cities were considered for the study, a census 

sampling technique was employed. Primary data was gathered using structured 
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questionnaires and captured through a 5-point type Likert Scale questionna ire. 

Statistical Package for Social Sciences (SPSS) was used in the analysis of data. 

 Data were analyzed by use of descriptive and inferential statistics. Analysis of 

Variance , multiple regression, and correlation analysis was carried out to test the 

hypothesis. The study established that a significant number of organizations emphasize 

employee training geared at improving their tax knowledge and awareness, thus 

facilitating tax compliance. The study findings revealed that tax knowledge and 

awareness have a very close relationship with taxpayers’ ability to understand the laws 

and regulations of taxation, and their ability to comply with them. It was, therefore, 

possible to conclude that firms with well-trained employees on tax issues had a high 

likelihood of complying voluntarily with tax laws and regulations.  

The study also led to the conclusion that tax knowledge and awareness had a positive 

and significant relationship with tax compliance. The study recommends that the 

Revenue Authorities should embark on public awareness campaigns to educate the 

public and investors on their role and responsibilities in taxation rather than 

approaching the matter from a legal obligation perspective. This will create a sense of 

responsibility in compliance rather than fear of non-compliance. Putting in place active 

customer-oriented information desks as well as client feedback mechanisms is also a 

necessary tool for increasing tax compliance. Further, more robust measures should be 

adopted in educating the public and investors on the tax issues and policies through 

regular training programs, media advertisements, workshops, and seminars. 

Mwandiambira (2017) assessed the impact of tax knowledge on tax compliance 

amongst SMEs in Zimbabwe. The primary objective of this study was to evaluate if 

lack of tax knowledge was contributing to the high levels of tax non-compliance 
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amongst SMEs in Zimbabwe. To achieve this, a qualitative research approach was 

used involving a sample of 35 SMEs and 40 tax officials. The findings revealed that 

SMEs in Zimbabwe possess basic tax knowledge about taxation but lack a deeper 

understanding of the difference between presumptive taxation and income-based 

taxation however, this is insignificantly influencing their non-compliance behaviour. 

It was concluded that for tax knowledge to influence tax compliance positively, the tax 

rates and corruption need to be addressed too. There was the need to continue to raise 

awareness among uninformed and inexperienced SMEs on the benefits of paying taxes 

and encourage proper record keeping through taxpayer education and social media 

campaigns. 

In Uganda, Mukasa (2011) examined the relationship between tax knowledge, 

perceived tax fairness, and tax compliance of small and medium enterprises. The study 

adopted a cross-sectional research design, combined with qualitative (analytical and 

explanatory) and quantitative (descriptive and inferential) research designs. The study 

considered tax-registered small and medium enterprises within the Central Division of 

Kampala District. The sample size of the study was 330 respondents. Self-

administered questionnaires were used to collect data from SME owners or managers. 

The study found that tax knowledge and perceived tax fairness had a causal 

relationship with tax compliance. 

 Tax knowledge and perceived tax fairness were found to have a positive and 

significant relationship with tax compliance. However, the relationship between tax 

knowledge and perceived tax fairness was found to be weak. These findings imply that 

the improvement of taxpayers’ knowledge and perceptions of fairness about taxes will 

lead to improved tax compliance.  
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Similarly, Oladipupo and Obazee (2016) investigated the impacts of taxpayers’ 

knowledge and penalties on tax compliance amongst small and medium enterprises in 

Nigeria using a survey research design. The data obtained from the questionnaire were 

analyzed using the Ordinary Least Square regression method. The results showed that 

tax knowledge had a positive significant impact on tax compliance while tax penalty 

had an insignificant positive impact on tax compliance. Thus, the study shows that tax 

knowledge has a higher tendency to promote tax compliance than a tax penalty. 

Government should therefore do everything possible to increase public knowledge on 

tax matters and tax education should be always included in school curricula. Small and 

medium-scale business owners should also seek to advance their tax knowledge and 

awareness for the mutual benefit of the governments and taxpayers. 

3.3 Conceptual Framework 

A conceptual framework is perceived as a visual presentation that provides either a 

narrative or graphical explanation of the intended study variables and the presumed 

correlation that exists between them (Amaning et al., 2021). A conceptual framework 

is therefore a collection of broad principles and ideas selected from a study and adopted 

to build a presentation afterward. This study examined the role of tax awareness and 

tax knowledge on tax compliance among SMEs in Ghana. In this study, the review of 

theoretical literature and empirical studies reveals that there is a correlation between 

taxpayer knowledge, awareness, and tax compliance. The figure below indicates the 

framework exhibiting the relationship between the independent variables and the 

dependent variable. 
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4 RESEARCH METHODOLOGY 

Research methodology offers researchers a systematic way of describing, explaining, 

and predicting a phenomenon while maintaining the validity, insight, and integrity of 

the research being conducted (Rajasekar, 2013, Matthews & Ross, 2010). This chapter 

presents the methods, materials, and tools used in the study. It covers the study design, 

study population, sources of data, sample size determination and sampling techniques, 

data collection instrument, validity and reliability of the study instruments, data 

analysis techniques, and ethical issues. 

4.1 Research Design 

Research design is the master plan that specifies the methods and procedures for 

collecting and analyzing the needed information (Zikmund et al, 2010). Research 

design is the general plan of how you will go about answering your research questions 

and problem (Saunders, Lewis & Thornhill., 2012). This study employed a descriptive 

research design. According to Creswell and Clark-Plano (2017), the descriptive survey 

is a method of collecting information by administering a questionnaire to a sample of 

research participants. Orodho (2013) noted that descriptive studies allow me to gather 

information, summarize, present, and interpret for easy clarification.  

A descriptive survey enables the researcher to describe the characteristics of the 

variables of interest. It is therefore justified that descriptive design is most suited and 

justifiably adopted in this study (Jackinda, 2016). Therefore, the choice of a descriptive 

survey for the research design is because the survey provides a quantitative or numeric 

description of trends, attitudes, or opinions of a population by studying a sample of 

that population (Creswell, 2014). 
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4.2 Research Method 

This study adopts the quantitative research approach. Quantitative research is 

explaining phenomena by collecting numerical data that are analyzed using 

mathematically based methods in particular statistics (Saunders et al., 2012). 

Quantitative research provides precise and numerical data; provides overall 

descriptions of situations or phenomena; is useful for studying large populations and 

its findings are relatively independent of the researcher (Vulley, 2021). The research 

made use of the survey procedure to collect quantitative data for analysis. Simila r ly, 

Gay, Mills, and Airasian (2009) state that quantitative research relies on the collection 

and analysis of numerical data to describe, explain, predict, or control variables and 

phenomena of interest. In a similar view, McCusker, and Gunaydin (2015) state that 

the quantitative research approach depends on the objective of estimation, factual, and 

numerical analysis of data gathered through surveys. 

 In this regard, the present study used a questionnaire to gather numeric data in pursuit 

of the objectives of the research. Justifying its relevance in this study, Choy (2004), 

argues that quantitative research has two main advantages. First, it is conducted and 

assessed quickly, and results are tabulated within a brief period. Secondly, it is more 

likely to be valid and reliable if the results obtained through a quantitative approach 

are thoroughly and legitimately gathered (Bryman, & Bell, 2012). Additionally, the 

use of the quantitative approach is well-matched with the study’s problems and its 

questions; and it supports this study to succeed and collect empirical evidence. 

Furthermore, one quality of quantitative research, according to Creswell (2012), is the 

requirement that the sample used must reflect the attributes of the target population, 
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which implies that in quantitative studies, representativeness is always crucial hence 

the use of strict probability sampling procedure in selecting the sample for the study. 

4.3 Target Population 

Cooper (2014) described the population as the total set of items to be studied in 

research. According to Creswell (2012), a population is described as a group of 

individuals with the same characteristics. A population, therefore, sought to provide a 

complete set of elements (persons or objects) that possess some common characterist ic 

defined by the sampling criteria established by the researcher (Malhotra, Birks & 

Wills, 2013). In the context of this study, the target population consists of a selected 

number of SMEs in the Greater Accra region of Ghana.  According to statistics, the 

total number (population) of recognized SMEs in the Greater Accra region currently 

stood at thirty-one thousand, one hundred and fifty-two (31,152) firms (Ghana 

Statistical Service, 2018). 

4.4 Sample Size Estimation 

The use of the entire population for a study is often too large and not possible. Thus, a 

subset of an entire population is chosen for the study. To determine the appropriate 

sample size, the Yamane formula is used. According to Yamane (1996), the sample 

size can be determined as follows: 

𝑛 =
𝑁

1 +𝑁(𝑒2)
 

Where n denotes the overall sample size with the population size as N (31,152). And 

e (0.05) measures the level of precision of 95% confidence level. 
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The sample size is calculated as follows: 

𝑛 =
31,152

1 + 31,152(0.052)
 

 

  𝑛 =
31,152

1+31,152(0.0025)
 

𝑛 = 𝟑𝟗𝟓 

 

4.5 Sampling Technique, Data Source and Analysis 

A simple random sampling is used for this study. According to Bernard (2013), 

random sampling is a part of the sampling technique in which each sample has an equal 

chance of being chosen. In each school, teachers would also be recruited at random. 

This helps to avoid bias in the selection process, and it is also it is a fair representation 

of the larger population. This submission is consistent with the argument of Saunders 

et al. (2012), who stated that a sample chosen randomly is meant to be an unbiased 

representation of the total population. Studies have shown that this method is the best 

if the population is huge and when it is difficult to sample the entire population 

(Vulley, 2021; Saunders, et al., 2012). 

Every research work must have its data traceable to a particular source or sources. To 

achieve the objectives of the study, data would be gathered from both primary and 

secondary sources. Primary data sources encompass data sources originally obtained 
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by the researcher in answering the research questions, whereas secondary data refers 

to already existing data that are in line with your study’s objectives (Malhotra, 2006). 

Primary data refers to data obtained from first-hand experience. It is also more reliable, 

accurate, and consistent compared to secondary since the researcher can test the 

validity and reliability of the data gathered. The study would use primary data to 

determine the effect of tax awareness and tax knowledge on tax compliance levels 

among SMEs in the Greater Accra region of Ghana. The main primary data collection 

instrument to be used for this research is structured questionnaires.   

Secondary data is research that is widely available and obtained from another party.  

According to Wilson (2010), secondary data are data that have been collected by other 

researchers which includes everything from annual reports, promotional materials, 

published case descriptions, magazines, journal articles, and newspaper reports as well 

as government printed sources. The advantage of using secondary data, according to 

Ghauri and Gronhaug (2005), is the enormous cost saving, especially time and 

financial resources. Thus, it is relatively less expensive to use secondary data than 

primary. The use of secondary data retains the advantage of providing unobtrusive 

measures because they have already been gathered (Saunders et al., 2011). In this 

study, data from secondary sources include published studies, books, journals, 

conference papers, and related studies on the subject matter. The secondary source of 

information is mostly used for the previous chapters, especially in the literature 

contained in chapter two.  

It must however be clear that the research would not collect any form of secondary 

data from the research participants for the analysis. Thus, the primary sources of data 
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obtained directly from the respondents using questionnaires would be used for data 

analysis and presentation of results. 

Questionnaires were used as an instrument for collecting data for the study. A 

questionnaire is a data collection instrument containing a series of questions that are 

distributed to research participants for completion and returned to the researcher once 

completed (Cooper & Schindler 2011; Zikmund et al., 2013). Both open-ended and 

close-ended questions would be used. In addition to a close-ended questionna ire, 

respondents could express themselves as fully as they wish when open-ended 

questions are used. I adopt the use of a technique known as a Likert Scale. In this case 

(five-point Likert Scale), questions consisting of various statements relating to the 

subject matter under investigation, of which the respondents would be made to answer 

whether they agree or disagree with a particular statement for which the responses 

range from ‘strongly agree’ to ‘strongly disagree’ (Creswell, 20013). The remaining 

questions would use nominal and ordinal scales of measurement.  

The instrument would be designed to capture data on the demographics of the 

respondents such as the age of the respondents, gender of the respondents, educationa l 

qualification of respondents, number of years in operation, size of the firm, and current 

business standing, level of tax compliance among the selected SMEs in Greater Accra 

region, and the determinants of tax compliance among SMEs in Ghana. Other issues 

that would be addressed by the instrument include the impacts of tax knowledge on 

tax compliance among SMEs and the effects of tax awareness on tax compliance 

among SMEs in the Greater Accra region of Ghana.  
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According to Zikmund et al (2010), data analysis refers to the application of reasoning 

to understand the data that has been gathered to determine consistent patterns and 

summarize the relevant details revealed in the investigation. Data analysis as indicated 

by Ader (2008) is a process of editing, cleaning, transforming, and modeling data, to 

highlight useful information, suggestions, conclusions, and supporting decision-

making. The research would use Microsoft Excel Packages and Statistical Product for 

Service Solutions (SPSS) 24 version for the data entry and analysis. The data analysis 

would be done using both descriptive and inferential statistics. Data would be 

presented as frequencies and percentages, mean and standard deviation. Moreover, a 

simple linear regression analysis would be conducted to determine the effects of tax 

knowledge and tax awareness on tax compliance among SMEs in Ghana. 

4.6 Ethical Consideration 

Ethical considerations in research are critical. Ethics are the norms or standards for 

conduct that distinguish between right and wrong. Ethics in research refers to the 

norms that differentiate what is acceptable and unacceptable in the process of 

conducting the study from start to the finish (Resnik, 2011). They help to determine 

the difference between acceptable and unacceptable behaviors. Research ethics covers 

issues like consent, avoiding deception, debriefing, confidentiality, participants’ right 

of withdrawal from the investigation, and protection of participants, among others 

(Creswell, 2009).  

These will be all adhered to during the conduct of this study. Informed consent will be 

obtained from all those participating in the study. Those not willing to participate in 

the study will under no obligation to do so. Respondents’ names will not be indicated 

anywhere in the data collection tools for confidentiality and the information gathered 
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will only be used for this academic study. The necessary research authorities will be 

consulted, and permission granted. I will ensure that nothing will be traced back to any 

of the respondents should the findings of this study be published. 
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5 DATA ANALYSIS AND DISCUSSION OF RESULTS 

This chapter presents the results from the data collected and analyzed according to the 

study objectives. Data was collected with the help of some selected research assistants 

from the University of Ghana, considering the number of respondents to the 

questionnaire. The data collection process took two and a half months, as return visits 

were to be made to some business owners to remind them to respond to the 

questionnaire. Some of the respondents also preferred to be emailed with the 

questionnaire and were sent constant reminders to return the answers for analysis.  

The study findings are presented using descriptive statistics such as frequencies and 

percentages, mean and standard deviation as well as inferential statistics such as 

correlation and regression analysis. The sample size was 395 participants but 350 

respondents constituting 88.6% completed and returned the questionnaires. The 

response rate is 89% which translates to 0.89 is good according to the interna l 

consistency score using Cronbach’s alpha. According to Cronbach’s alpha, a score that 

is equal to or greater than 70% which translates to 0.7 is good and the response rate is 

acceptable. 

5.1 Response Rate 

Table 2: Response rate (Source: Field Survey 2021) 

Response Rate Responded (YES) Responded (NO) 

395 

100% 

350 

89% 

45 

11% 
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Table 2 provides a summary of how many participants responded to the questionna ire. 

Basically, out of the 395 questionnaires issued, 350 of the participants gave their 

responses whereas 45 of them did not respond. This meant that 89% responded 

whereas 11% did not. When the response rate in a given study is 70% and above, is 

assumed to be appropriate for data analysis (Mugenda & Mugenda, 2003). Therefore, 

with a response rate of 89%, the data is assumed appropriate for data analysis. 

5.2 Demographic Information of The Participants 

The demographic information of the respondents was characterized as follows: gender, 

age, the highest level of education, nature of business, number of years in business , 

and the size of business. The need for respondents’ demographic features in a research 

study is premised on the fact that demographic factors in most cases influence the 

variables under the analysis. Table 3 shows the summary distribution of demographic 

characteristics of the respondents. 

Table 3: Demographic characteristics of respondents  (Source: Field Survey 2021) 

Details Frequency (N) Percentage(%) 

Gender 

Male 

Female 

Total 

 

149 

201 

350 

 

42.6 

57.4 

100 

Age 

20-29 years 

30-39 years 

 

160 

147 

 

45.7 

42.0 



50 

40-49 years 

50 years and above 

Total 

33 

10 

350 

          9.4 

          2.9 

          100 

Level of education: 

WASSCE                                                                                                                                                                                   

             

                  12 

 

3.4 

Diploma                                                                                                                                                                                                     71 20.3 

Degree 177 50.6 

Masters 

Total 

90 

350 

25.7 

100 

Nature of business:   

Manufacturing  99 28.3 

Commercial 165 47.1 

Services 

Others 

Total 

70 

16 

350 

12.9 

4.6 

100 
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The number of years in business: 

Below 5 years 

6-10 years 

11-15 years 

 

109 

122 

52 

 

31.1 

34.9 

14.9 

16 years and above 67 19.1 

Total 

S ize of business: 

Micro (1-5 employees)      

Small  (6-9 employees)  

Medium (30-99 employees) 

Large   (100 + employees)     

Total                                                       

                 350 

 

                 88                  

                162 

                 61 

                39 

               350 

            100 

 

           25.1 

           46.3 

          17.4 

          11.1 

          100 

Table 3 shows that 149 of the respondents representing 42.6% were males and 201 

respondents representing 57.4%, were females. It can be inferred from the above table 

that most of the respondents were females. The results indicate that there were slightly 

more female participants than males in this research and it could be because of the 

sampling procedure used in choosing respondents or could be that there are more 

female SMEs owners and managers within the sampled study area.   

Table 3 above also shows that 160 (45.7%) of the participants were between the ages 

of 20-29 years, 147 (42.0%) were between the ages of 30-39 years and 33 (9.4%) were 

also between 40-49 years. However, 10 (2.9%) of the respondents were aged between 
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50 years and above. The results show that most of the respondents were within the age 

bracket of 20-29 years, and this suggests that there are more young men and women 

engaged in the various Small and Medium Scale Businesses within the Greater Accra 

region of Ghana. 

As indicated in Table 3, i also sought from the respondents about their highest level of 

education. The results showed that 12 (3.4%) of the respondents had WASSCE 

certificates as their highest educational qualification, 71 (20.3%) of the respondents 

had a diploma to be their highest level of education, majority of 177 (50.6%) of the 

respondents also had a first degree as the highest level of education, whereas 90 

(25.7%) of the respondents had master’s qualification. It can be concluded that all the 

respondents were educated and had a fair idea about the study. It was concluded that 

their varied views and opinions expressed on this sensitive topic would better serve 

the course of this investigation. 

Furthermore, Table 3 presents the nature of the business the respondents have been 

operating. Findings in the table above showed that majority of the businesses, 165 

(47.1%) were commercial, 99 (28.3%) of the businesses are manufacturing in nature, 

70 (12.9%) are service in nature while 16 (4.6%) are others. This indicates the diversity 

of the small-scale businesses in the Greater Accra Region of Ghana.  

Table 3 also displays the number of years respondents have been in business. The data 

presented indicate that 109 (31.1%) of the respondents had been in the business for 5 

years and below, most of the respondents, 122 (34.9%) had been in the business for 6-

10 years, 52 (14.9%) have been in the business between 11-15 years while 67 (19.1%) 

have been in the business for over 16 years now.  The results showed that the majority 
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of the sampled SMEs have been operating for between 6-10 years now within the 

Greater Accra region of Ghana. 

Corresponding to the above findings, the study further determined the size of the 

sampled businesses. The findings revealed that 88 (25.1%) are micro-businesses, 162 

(46.3%) they are small businesses, and 61 (17.4%) of them are medium businesses, 

whiles 39 (11.1%) of them are large businesses. The findings suggest that majority of 

the sampled firms in this study are small 

5.3 Tax Compliance Among SMEs in Ghana 

The first objective of the study was to assess the level of tax compliance among SMEs 

in Ghana. In response to that, the study sought from the participants whether or not 

they filed tax returns and pay the correct taxes on due dates. Figure 2 provides the 

summary results

 

Figure 2. Do you file a tax return and pay the correct tax rates on due dates? (Source: Field Survey 

2021) 

 

0
50
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150
200
250
300
350

Frequency Percent
Yes 318 90,9
No 32 9,1

Yes No
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The study sought from the respondents whether or not they file a tax return and pay 

the correct tax rates on due dates. The findings indicate that 318 of the respondents, 

which constitutes 90.9%, said they have been filing the tax return and paying the 

correct tax rates on due dates whereas 32 of them, which also constitutes 9.1%, said 

no. The results suggest that a greater portion of the respondents have been filing a tax 

return and paying the correct tax rates on due dates and their responses would, 

therefore, better serve the course of this current investigation.  

Corresponding to the preceding findings, the study sought to interrogate the 

respondents regarding how often their businesses file and submit a tax return to the tax 

authority in Ghana. Figure 3 provides the summary results. 

 

Figure 3. How often do your business file and submit a tax return to the tax authority in Ghana?

(Source: Field Survey 2021) 

 

 

From Figure 3, the study sought to know from the respondents how often their 

businesses file and submit a tax return to the tax authority in Ghana. The results 

revealed that 34% of the respondents have opined that their businesses often filed and 

submitted tax returns to the tax authority in Ghana weekly, 42.0% of them said 

monthly and 24.3% of them said annually. The study found that the majority of the 

Weekly
34 %

Monthly
42 %

Annually
24 %
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sampled SMEs within the Greater Accra region have mostly filed and submitted tax 

return to the tax authority in Ghana on monthly basis.   

The study further assessed the level of tax compliance among SMEs in the Greater 

Accra region of Ghana with the help of a five (5) point Likert scale where 1.0-1.49 

represent “Strongly disagree”, 1.50-2.49 being “Slightly Disagree” 2.50-3-49 being 

“Neutral”, 3.50-4.49 being “Slightly Agree” and 4.50-5.0 representing “Strongly 

Agree”, for the participants to select from.  In the table below, “N” represents the total 

number of respondents. Table 4.4 below provides the summary findings. 

 

Table 4: Descriptive Statistics of the level of tax compliance among SMEs in Ghana (Source: Field 

Survey 2021) 

 

 

From Table 4, the study examined the level of tax compliance among SMEs in the 

Greater Accra Region of Ghana. In table 4 above, the statistics show that all the 

constructs recorded higher means scores and standard deviations. The first statement 

focuses on “I file a tax return on time”. This statement produced a mean score of 

(M=4.2316) and a standard deviation score of (SD= 0.85617), implying that on 

average, the respondents agreed that they filed a tax return on time as a business. 

    Statements N Min Max Mean Std. Dev. 

  I file a tax return on time    350 1 5 4.2316 .85617 

  I declare the correct income  350 1 5 3.8632 1.44848 

  I pay the right amount of taxes  350 1 5 3.9232 1.38848 

  I file tax returns online  350 1 5 3.7474 1.52963 

   I pay penalties in the case of tax default  350 1 5 3.7789 1.46722 

  I report all tax liabilities following applicable tax laws  350 1 5 3.7579 1.47832 

  I honor all my tax obligations in a trustworthy and honest manner  350 1 5 4.1368 1.21699 

  Valid N (listwise)  350     
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The statement “I declare the correct income” had a mean value of (M=3.8632) and a 

standard deviation of (SD=1.44848). This also suggests that on average, the 

respondents agreed that their business mostly declare the correct income. 

In addition, the study also wanted to find out whether the respondents agreed or 

disagreed with the statement that they pay the right amount of taxes. The mean value 

obtained for this statement was (M= 3.9232) and the standard deviation of 

(SD=1.38848), suggesting that respondents agreed that they have been paying the right 

amount of taxes as a business operating in the Greater Accra region of Ghana. 

The statement “I file tax return online” had a mean score of (M= 3.7474) with a 

standard deviation of (SD= 1.52963), and this implied that the participants agreed their 

businesses have also been filing tax returns online. This suggests that by being aware 

of the online tax filing system, the tax compliance level among SMEs in Ghana will 

be high. 

Corresponding to the preceding results, the study also sought to bring to light 

respondents' judgment on the statement “I pay penalties in the case of tax default”. The 

mean score for the above statement was (M= 3.7789) with a standard deviation of 

(SD= 1.46722), implying that the respondents agreed with the statement that they pay 

penalties in the case of tax default. 

The study also questioned the respondents’ views on the statement “I report all tax 

liabilities per applicable tax laws”. The mean value obtained for this statement was 

(M= 3.7579) and the standard deviation of (SD= 1.47832), indicating that respondents 

had on average agreed with the statement that their businesses report all tax liabilit ies 

under applicable tax laws.As part of the study, the study further interrogated the 

participants on the statement, “I honor all my tax obligations in a trustworthy and 
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honest manner”. This statement produced a mean value of (M=4.1368) and a standard 

deviation of (SD=1.21699). This also suggests that on average, the respondents agreed 

that their businesses honor all their tax obligations in a trustworthy and honest manner.  

The analysis shows that almost all the items are perceived by the participants as signals 

to assess their level of tax compliance as small-scale businesses in the Greater Accra 

region of Ghana. The study established that the majority of the sampled respondents 

agreed that their businesses have filed tax returns on time and mostly declared the 

correct income and that they have been paying the right amount of taxes as a business 

operating in the Greater Accra region of Ghana. According to the findings, most of the 

participants have revealed that their businesses pay penalties in the case of tax default, 

report all tax liabilities under applicable tax laws and that their businesses honor all 

their tax obligations in a trustworthy and honest manner. Based on the above results, 

it can be concluded that there is a high level of tax compliance among SMEs in Ghana.  

Following the preceding results of the study, the study also explored the factors that 

affect the tax compliance level among SMEs in the Greater Accra Region of Ghana. 

Table 5 provides the summary results: 

Table 5: Factors influencing Tax Compliance Level among SMEs (Source: Field Survey (2021) 

  Variables Frequency Percent 

 

Tax awareness & adequate knowledge of tax laws & regulations           61 17.4 

Government spending priorities        88 25.1 

Regular tax audit exercises by Ghana Revenue Authority (GRA)             70 20.0 

Tax service quality and fairness    76 21.7 

 The simplicity of tax returns and administration 

Tax compliance costs and tax rates 

25 

30 

7.1 

8.6 

Total 350 100.0 
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Table 5 presents respondents' collective views and reactions regarding the factors 

influencing tax compliance levels among SMEs within the Greater Accra region of 

Ghana. The data obtained indicate that 61 (17.4%) of the respondents said tax 

awareness and adequate knowledge of tax laws and regulations positively influence 

their business tax compliance level, the majority of 88 (25.1%) of them said 

government spending priorities, and 70 (20.0%) of them said regular tax audit 

exercises by Ghana Revenue Authority (GRA). Moreover, 76 (21.7%) of them also 

noted that it is based on tax service quality and fairness, and 25 (7.1%) also said the 

simplicity of tax returns and administration, whiles 30 (8.6%) of the respondents 

indicated tax compliance costs and tax rates.  

The results show that the majority of the respondents said their business tax 

compliance level is mostly based on factors such as government spending priorit ies, 

tax service quality, and fairness, regular tax audit exercises by GRA, as well as tax 

awareness, and adequate knowledge of tax laws and regulations.         

5.4 The Impact of Tax Awareness and Knowledge on Tax Compliance Among 

SMEs in Ghana 

The study also examined the impact of tax awareness and knowledge on tax 

compliance among SMEs in Ghana. In the pursuit of that, the study first sought from 

the participants the source (s) from which their firms get access to tax information. 

Table 6 provides the summary results: 
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Table 6: From which of these sources does your firm get access to tax information? (Source: Field 

Survey (2021) 

      Variables Frequency Percent 

 

   GRA brochures/ newsletters/ booklets          
66 18.9 

   GRA Website                  78 22.3 

   GRA billboards               
68 19.4 

   Newspapers 
51 14.6 

   Radios 39 11.1 

   Bulletin boards in GRA offices 
48 13.7 

    Total 350 100.0 

Table 6 illustrates the participants’ collective views and reactions concerning the 

various sources of tax information from tax authorities and how useful they are in 

enhancing SMEs taxpayers’ acquisition of tax information and knowledge. The data 

presented shows that 66 (18.9%) of the participants said the most useful source of 

access to tax information are brochures, newsletters, and booklets from GRA while the 

majority of 78 (22.3%) of them said GRA Website. Furthermore, 68 (19.4%) of the 

sampled firms said their source of access to tax information is GRA billboards, 51 

(14.6%) of them stated newspapers, and 39 (11.1%) of them said radios. Meanwhile, 

48 (13.7%) of them said their access to tax and other forms of information was through 

bulletin boards in GRA offices. 

 According to the findings, the majority of the participants have indicated that their 

businesses' access to tax information and knowledge was through GRA Website, GRA 

brochures/ newsletter/ booklets, GRA billboards, and newspapers. The results also 
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suggest that bulletin boards from GRA and radios are fairly or not that useful sources 

of SMEs' access to tax information within the Greater Accra region of Ghana. 

As part of the study, the study also assessed the impact of tax awareness on compliance 

levels among SMEs in Ghana, using a five (5) point Likert scale where 1.0-1.49 

represent “Strongly disagree”, 1.50-2.49 being “Slightly Disagree” 2.50-3-49 being 

“Neutral”, 3.50-4.49 being “Slightly Agree” and 4.50-5.0 representing “Strongly 

Agree”, for the participants to select from.  In the table below, “N” represents the total 

number of responses. 

 

 

 

Table 7: Descriptive Statistics of the impact of tax awareness on compliance level among SMEs 

in Ghana. (Source: Field Work 2021) 

   Statements N            Min           Max Mean Std. Dev. 

Our fear of paying taxes is influenced by conflicting tax information 

from different sources 

 350          1                5 3.5368 1.52155 

GRA website lacks enough information on various tax procedures hence 

low tax compliance among SMEs 

 350          1                5 3.8105 1.40890 

We are aware of the online filing of tax return  350          1                5 3.7579 1.43450 

We are aware that taxes due are payable within the stipulated period  350          1                5 3.7895 1.39066 

We know which income should be deducted when computing taxable    

income 

 350          1                5 3.9263 1.37022 

We know that we are required to declare all incomes received throughout 

the year 

 350          1                5 3.6105 1.44616 

We know the importance of paying taxes and understand our rights and 

obligations as taxpayers 

 350          1                5 4.0000 1.23771 

Valid N (listwise)   350   
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In Table 7 above, the study investigates participants’ perspectives concerning the 

impact of tax awareness on compliance levels among SMEs in Ghana. From the table 

above, the statement “Our fear of paying taxes is influenced by conflicting tax 

information from different sources” recorded a mean value of (M=3.5368) with a 

standard deviation of (SD= 1.52155). This implies that on average, the respondents 

agreed that their fear of paying taxes is influenced by conflicting tax information from 

different sources. This suggests that receiving tax information from varied sources, 

which are not reliable, has dire consequences on taxpayers’ compliance levels. 

The statement “GRA website lacks enough information on various tax procedures 

hence low tax compliance among SMEs” had a mean value of (M= 3.8105) with a 

standard deviation of (SD= 1.40890). This also suggests that on average, the 

respondents agreed that the lack of adequate information on the GRA website about 

various tax procedures leads to low tax compliance among SMEs. 

 Furthermore, the investigator also sought to find out whether respondents agreed or 

disagreed with the statement that they are aware of online filing of a tax return. The 

mean value according to this statement was (M=3.7579) with a standard deviation of 

(SD=1.43450), indicating that respondents agreed that they are aware of the online 

filing of the tax return. 

The research also sought to know respondents’ views on the statement “We are aware 

that taxes due are payable within the stipulated period”. The mean score for this 

statement was (M= 3.7895) with a standard deviation of (SD= 1.39066) suggesting 

that the respondents had to a great extent agreed that they are aware that taxes due are 

payable within the stipulated period. Being aware of taxable income and paying it at 

due dates would promote tax compliance among small businesses in Ghana. 
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The study also sought to bring to light respondents' judgment on the statement “We 

know which income should be deducted when computing taxable income”. The mean 

score for the above statement was (M= 3.9263) with a standard deviation of 

(SD=1.37022) and this implies that the respondents agreed with the statement that their 

businesses have knowledge about which income should be deducted when computing 

taxable income. Having good knowledge and calculating the right amount of taxes 

would encourage a high tax compliance level among SMEs in Ghana. 

Again, the statement, “We know that we are required to declare all incomes received 

throughout the year” had a mean score of (M= 3.6105) with a standard deviation of 

(SD=1.44616). This also suggests that on average, the respondents agreed that they 

know that they are required to declare all incomes received throughout the year. 

Knowing and declaring all incomes received throughout an entire accounting year is 

an act of promoting tax compliance among businesses. 

Moving forward, the study sought the participants’ views on the statement “We know 

the importance of paying taxes and understand our rights and obligations as 

taxpayers”. The mean value according to this statement was (M=4.0000) with a 

standard deviation of (SD=1.23771), indicating that respondents approved the 

statement that they knew about the importance of paying taxes and understood their 

rights and obligations as taxpayers. 

From the data presented and analyzed, the majority of the sampled respondents have 

on average agreed with the above statements put forward by the study on their 

perspective about the impact of tax awareness on compliance levels among SMEs in 

Ghana. From the above table, all the items produced greater mean scores and less 

variability and were highly significant. The results indicate that some of the SMEs’ 
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fear of paying taxes is influenced by conflicting tax information from different sources, 

suggesting that receiving tax information from varied sources, which are not reliable, 

has dire consequences on taxpayers’ compliance levels. It was also discovered that the 

lack of adequate information on the GRA website about various tax procedures leads 

to low tax compliance among SMEs. The findings further revealed that being aware 

of taxable income and paying it at due dates help to promote tax compliance among 

small businesses in Ghana and that having good knowledge and calculating the right 

amount of taxes would encourage high tax compliance levels among the SMEs in 

Ghana. In addition, according to the findings, the participants disclosed that their 

businesses knew and declared all incomes received throughout an entire accounting 

year and hence promoting high tax compliance among small businesses in Ghana. 

These results support the revelations of Yayuk et al. (2017), who reported that taxpayer 

awareness is improved by knowing tax functions, understanding their rights and 

obligations, being able to calculate taxes, and paying the right taxes. Munari (2005) 

also confirmed this position in their study that taxpayers experience awareness when 

they know the existence of laws and provisions of taxation; know the function of 

paying taxes to the state; understand the rights and obligations to be implemented; 

calculate, pay and report taxes correctly 

Corresponding to the preceding findings of the study, the study also examined the 

effects of tax knowledge on tax compliance levels among SMEs in Ghana. The results 

are presented in table 4.7, using a five (5) point Likert scale where 1.0-1.49 represent 

“Strongly disagree”, 1.50-2.49 being “Slightly Disagree” 2.50-3-49 is “Neutral”, 3.50-

4.49 being “Slightly Agree” and 4.50-5.0 representing “Strongly Agree”. 
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Table 8: Descriptive Statistics of the effect of tax knowledge on compliance level among SMEs in 

Ghana (Source: Field Survey 2021) 

 

   Statements N Min Max Mean Std. Dev. 

Tax knowledge increases SMEs' ability to understand tax laws and regulations which 

promotes a high compliance level 

 350 1 5 3.6211 1.28145 

Our Account/ Finance staff are knowledgeable of tax laws and procedures hence high 

compliance 

 350 1 5 3.6421 1.38315 

Our Account staff are trained on various tax issues which increase the compliance 

level 

 350 1 5 3.7789 1.40045 

Our business is familiar with record keeping relating to income and expenditure for 

the required number of years 

 350 1 5 3.6316 1.34523 

Our staff often attend refresher courses and seminars organized by GRA  350 1 5 3.6211 1.40802 

Valid N (listwise)  350     

 

From Table 8 above, the study sought to assess the effect of tax knowledge on tax 

compliance levels among SMEs in Ghana. From the table, the statement “Tax 

knowledge increases SMEs ability to understand tax laws and regulations which 

promote high compliance level”, had an average mean score of (M=3.6211) with a 

standard deviation of (SD=1.28145) and this implies that the respondents agreed with 

the statement that tax knowledge increases SMEs ability to understand tax laws and 

regulations which promote high compliance level. 

The statement “Our Account/ Finance staff are knowledgeable of tax laws and 

procedures hence high compliance” had a mean score of (M=3.6421) with a standard 

deviation of (SD= 1.38315). This also suggests that respondents agreed with the 

statement that their Account/ Finance staff are knowledgeable of tax laws and 

procedures hence high compliance. 

The study further sought to determine whether or not the respondents agreed with the 

statement “Our Account staff is trained on various tax issues which increase 
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compliance level”. The mean score for this statement was (M=3.7789) and the 

standard deviation of (SD=1.40045), indicating that the respondents agreed with the 

assertion that the statement that their Account staff is trained on various tax issues 

increase compliance level.  

The study again sought to know respondents’ views on the statement “Our business 

is familiar with record keeping relating to income and expenditure for the required 

number of years”. The mean score obtained for this statement was (M=3.6316) and a 

standard deviation of (SD=1.34523, suggesting that the respondents agreed with the 

statement that their businesses are familiar with record keeping relating to income and 

expenditure for the required number of years. This helps the businesses to pay the 

right tax amount thereby promoting high tax compliance. 

Corresponding to the above results, the study finally put to the respondents the 

statement, “Our staff often attend refresher courses and seminars organized by GRA”. 

This statement produced a mean value of (M= 3.6211) with a standard deviation of 

(SD=1.40802) and this means that the respondents agreed that their staff often attend 

refresher courses and seminars organized by GRA and hence increasing their 

knowledge about applicable tax laws and procedures leading high tax compliance. 

From the data collected and analyzed, it is observed that all the items are significant 

in assessing the effects of tax knowledge on tax compliance levels among SMEs in 

Ghana since they produced higher mean values and less variability. The results of the 

study revealed that tax knowledge increases SMEs' ability to understand tax laws and 

regulations, which promotes a high compliance level, and that the SMEs have 

Account/ Finance staff who are knowledgeable of tax laws and procedures hence high 

compliance. The findings also suggest that firms that train their Account staff through 
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seminars and refresher courses on various tax-related issues help to increase their 

knowledge about applicable tax laws and procedures thereby promoting high tax 

compliance. 

 

Figure 4. Respondents’ assessment of the level of tax compliance of their businesses . (Source: 

Field work  2021) 

 

 

From Figure 4, the study also sought to ascertain the respondents’ overall assessment 

regarding the level of tax compliance among their businesses. The data gathered 

revealed that 54% of the respondents said that the level of tax compliance of their 

businesses is high, 28% of them said it has been moderate, and 18% of them also said 

it has been low. From the data gathered, it was revealed that the majority of the 

respondents hold the view that the overall assessment of the level of tax compliance 

among their businesses within the Greater Accra region of Ghana has been high.  

 

 

High
54 %

Moderate
28 %

Low
18 %
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5.5 Correlation and Regression analysis 

5.5.1 Correlation analysis 

A linear correlation analysis was run to examine the effect of the various demographic 

characteristics of these SMEs on their level of Tax Compliance. This includes the size 

of the firm, age of the firm, age of the owner, Gender of the owner, and the level of 

formal education of the owner. Also included in the correlation is the Awareness and 

Knowledge of Owners on the laws on Tax Compliance.  

 Table 9: Correlation between Demographics, Awareness and Knowledge, and Tax compliance 

among SMEs  

***. Correlation is significant at the 0.01 level (2-tailed). **. Correlation is significant at the 0.05 level (2-tailed). 

 

Table 9 above presents the result from the correlation analysis between the business 

demographics (Age, size, Gender, awareness, and knowledge) and Tax Compliance. 

Relatively, there is a strong and statistically significant relationship between Tax 

 1   2 3     4      5 6 7 

1. Tax Compliance 1.0000 
      

2. Awareness & Knowledge 

0.3811*** 

(0.000) 

 

1.0000 
     

3. Business S ize 

0.0128 

(0.8118) 

0.0315 

(0.5566) 1.0000 
    

4. Years of Operation 

-0.0296 

(0.5809) 

0.0138 

(0.7968) 

-0.0990 

(0.0642) 1.0000 
   

5. Education 

0.0345  

(0.5198) 

0.1881)**

* (0.0004) 

0.0313 

(0.5596) 

0.0055 

(0.9181) 1.0000 
  

6. Gender 

-0.2690*** 

(0.000) 

0.0315 

(0.5573) 

0.0238 

(0.6578) 

0.1471*** 

(0.0058) 

0.1078** 

(0.0438) 1.0000 
 

7. Age 

0.0850  

(0.1124) 

0.0625 

(0.2438 ) 

0.0269 

(0.6163) 

0.2103*** 

(0.0001) 

0.0794 

(0.1380) 

-0.0150 

(0.7804) 1.0000 
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Compliance and Awareness & Knowledge of business on Tax issues. This has met the 

expectation, since businesses that know the essence of tax compliance are likely to 

comply. The size of the business, the age of owners, and the level of formal education 

of owners got the expected signs (positive) but were statistically insignificant. Hence, 

does not have any impact on Tax Compliance in Ghana. However, years of business 

operation which is expected to obtain a positive sign got negative but statistica l ly 

insignificant. Hence, it can be said that years of business operation do not have any 

impact on Tax Compliance in Ghana.  

 Finally, it can be observed from table 4.8 above that gender obtained a negative and 

statistically significant sign. Gender enters the model as a dummy (Male=1, 

Female=0). A negative sign, therefore, means females are more likely to comply with 

tax laws than their counterparts who are males. Hence Gender has an impact on Tax 

Compliance in Ghana.  

5.1.2 Regression Analysis 

Table 10 below presents a regression analysis of factors influencing the level of Tax 

Compliance among SMEs in Ghana. The regression analysis of the data was 

undertaken using SPSS with Tax Compliance of SMEs as the dependent variable. The 

analysis made use of Six (6) independent variables which consist of Awareness and 

Knowledge of Tax laws, Size of the firm, years of firm’s operation, gender of the 

owner, age of the owner, and level of education of owners. 
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Table 10: Results of the Linear Regression Analysis of SME Tax Compliance 

                                                                  Coefficientsa 

 

Unstandardized Coefficients 

Standardized 

Coefficients 

t S ig. B Std. Error Beta  
(Constant) 2.504*** 0.243   10.293 0.000 

Awareness and 

Knowledge 0.379*** 0.047 0.389 8.031 0.000 

Age 
   0.044 0.037 0.059 1.202 0.230 

Education 
   -0.012 0.043 -0.013 -0.276 0.783 

Years of Operation 
  -0.004 0.034 -0.006 -0.120 0.904 

Gender 
  -0.399*** 0.069 -0.278 -5.749 0.000 

Size of business 
   0.004 0.032 0.005 0.113 0.910 

Model Diagnosis 

Number of Obs    350 

F (6, 343)             16.85                                                    R-squared       =    0.2277 

Prob > F             0.0000 

a. Dependent Variable: Tax Compliance 

The model summary (R-square value) is used to assess the effectiveness or ability of 

the independent variables to jointly explain the variance in the response in the 

dependent variable. Table 4.9 above presents the result of the regression analysis from 

the data, which confirms the results from the correlation analysis. The R-square 

(R2=0.23) for the model is relatively small, which means only about 23 percent of the 

variation in Tax Compliance can be jointly explained by the independent variables. 

This may be the case because out of the six independent variables, only two variables 

were statistically significant.  

The F-statistics and its p-value were used to assess the fitness of the model. A 

significant F-statistics (P-value of F-statistics < 0.05) indicates good model. The model 

is statistically significant (p 0.10). This shows that there is the absence of 

multicollinearity in the model, thus, the predictors do not correlate significantly. 



70 

From table 4.9 above, it can be observed that only two independent variables; 

Awareness and Knowledge and gender are predicted to significantly impact Tax 

Compliance. Awareness and Knowledge obtained the expected sign (positive) and it 

is statistically significant. The coefficient (0.379) means an improvement in awareness 

and knowledge will significantly (P-value=0.000) improve Tax Compliance. Also, 

Gender obtained a negative and statistically significant coefficient (-0.399). Gender 

entered the model as a dummy variable (Male=1, Female=0), which implies females 

are more likely to comply with their tax obligation relative to their male counterparts.  

Two independent variables; Size of business and Age of Owners though had the 

expected signs of the coefficients; they are statistically insignificant (0.004 and P-value 

of 0.910) and (0.044 and P-value of 0.23) respectfully. The remaining two have missed 

the expected signs of the coefficient but are also statistically insignificant. This means 

that these four variables do not influence Tax Compliance in Ghana.  

Using the Unstandardized coefficients, the equation below was derived for my 

regression model 

Model specification 

Tax Compliance = B0 + B1Awareness Knowledge +B2Gender + B3Age + 

B4YearsofOperation + B5BusinessSize + B6Education  

Tax Compliance = 2.504** + 0.379**Awareness &Knowledge - 0.399**Gender + 
0.044Age – 0.004YearsofOperation +    0.004BusinessSize - 0.012Education  

In summary, the main determinants of Tax Compliance are gender and Awareness & 

Knowledge of the tax obligation of SMEs. This is an indication that one being 

educated, being in business for a long time or small time, the age of the owner of the 
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business, and how big or small the business is, does not necessarily mean one will 

comply with taxation requirements. Also, policy formation must encourage females to 

engage in small-scale business and intensify the education of the public on the tax 

obligation of SMEs and the essence of paying tax.  
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6 CONCLUSIONS AND RECOMMENDATIONS 

The main aim of the study was to assess the tax compliance level among SMEs in 

Ghana, focusing on the role of tax awareness and tax knowledge. In the pursuit of that, 

the study specifically examined the level of tax compliance among SMEs in the 

Greater Accra Region of Ghana and ascertained factors that influence tax compliance 

among SMEs in Ghana. Besides, the study further examined the impact of tax 

awareness on compliance levels among SMEs in Ghana and assessed the influence of 

tax knowledge on compliance levels among SMEs in Ghana. 

In achieving the above objectives, I adopted the quantitative descriptive research 

method where a self-developed questionnaire was used to collect primary data from 

the respondents. A sample size of 350 respondents (SMEs) within the Greater Accra 

region of Ghana was used for the quantitative survey using the simple random 

sampling procedure. The field data collected were analyzed using both descriptive and 

inferential statistical techniques such as frequency distribution tables, charts, 

percentages, and regression and correlation analysis. 

The study first assessed the level of tax compliance among SMEs in the Greater Accra 

region of Ghana. The results suggest that a greater portion of the sampled SMEs have 

been filing a tax return and paying the correct tax rates on due dates.  The study found 

that the majority of the sampled SMEs within the Greater Accra region have mostly 

filed and submitted tax return to the tax authority in Ghana on monthly basis. The 

study established that the majority of the sampled respondents agreed that their 

businesses have filed tax returns on time and mostly declare the correct income and 

that they have been paying the right amount of taxes as a business operating in the 

Greater Accra region of Ghana. According to the findings, most of the participants 
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have revealed that their businesses pay penalties in the case of tax default, report all 

tax liabilities per applicable tax laws, and that their businesses honor all their tax 

obligations in a trustworthy and honest manner. Based on the above results, it can be 

concluded that there is a high level of tax compliance among SMEs in Ghana. 

Concerning the factors that influence tax compliance level among SMEs in Ghana, the 

results show that the majority of the respondents said their businesses' tax compliance 

level is mostly based on factors such as government spending priorities, tax service 

quality, and fairness, regular tax audit exercises by GRA, as well as tax awareness and 

adequate knowledge on tax laws and regulations.    

The study also assessed the impact of tax awareness on tax compliance among SMEs 

in Ghana. The findings revealed that being aware of taxable income and paying it at 

due dates help to promote tax compliance among small businesses in Ghana and that 

having good knowledge and calculating the right amount of taxes would encourage 

high tax compliance levels among the SMEs in Ghana. In addition, according to the 

findings, the participants disclosed that their businesses knew and declared all incomes 

received throughout an entire accounting year and hence promoting high tax 

compliance among small businesses in Ghana. The results further indicate that the 

fears of some SMEs in paying taxes are influenced by conflicting tax information from 

different sources, suggesting that receiving tax information from varied sources, which 

are not reliable, has dire consequences on taxpayers’ compliance levels. It was also 

discovered that the lack of adequate information on the GRA website about various 

tax procedures leads to low tax compliance among SMEs.  

Furthermore, the study also examined the influence of tax knowledge on tax 

compliance among SMEs in Ghana. The results of the study revealed that tax 
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knowledge increases SMEs' ability to understand tax laws and regulations, which 

promotes a high compliance level, and that the SMEs have Account/ Finance staff who 

are knowledgeable of tax laws and procedures hence high compliance. The findings 

also suggest that firms that train their Account staff through seminars and refresher 

courses on various tax-related issues help to increase their knowledge about applicable 

tax laws and procedures thereby promoting a high tax compliance level. 

Concerning the correlation analysis, the value obtained from the correlation between 

tax awareness & knowledge and tax compliance among SMEs in Greater Accra 

indicates that there exists a strong positive relationship between tax awareness & 

knowledge and tax compliance among SMEs in the Greater Accra region of Ghana. It 

is thus safe to infer that, the correlation between tax awareness & knowledge and tax 

compliance among SMEs in Accra is positive and there exist also a strong positive 

relationship between the variables. 

In addition, from the regression analysis, the model summary shows that  

Besides, the findings revealed that tax awareness and knowledge are significant at 

0.000, and this suggests that tax awareness and knowledge significantly influence tax 

compliance among SMEs in Ghana. This implies that at a 5% level of significance and 

95% level of confidence, tax awareness and knowledge will significantly influence tax 

compliance among SMEs in the Greater Accra Region of Ghana. This indicates that 

tax awareness and knowledge have a positive effect on the tax compliance level among 

SMEs in Ghana. 

Taxation remains the major tool for generating the required resources to meet the 

expenditure requirements of many countries across the world. However, ensuring tax 

compliance and collecting the much-needed revenue from the tax administrat ions 
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remains a formidable challenge for them. Unrelentingly low levels of tax compliance 

can cause the government's failure to achieve the necessary targets for financing the 

country’s budgetary allocations. 

This current study assessed the role of tax awareness and knowledge in tax compliance  

among SMEs in Ghana. The results revealed that the sampled businesses have filed 

tax returns on time and mostly declared the correct income and have been paying the 

right amount of taxes on due dates, suggesting that there is a high tax compliance level 

among SMEs in Ghana. Concerning the factors, that influence tax compliance among 

SMEs in Ghana, the results show that majority of the sampled SMEs’ tax compliance 

level is mostly affected by factors such as government spending priorities, tax service 

quality, and fairness, regular tax audit exercises by GRA, as well as tax awareness and 

adequate knowledge on tax laws and regulations. 

 The findings also revealed that being aware of taxable income and paying it at due 

dates help to promote tax compliance among small businesses in Ghana and that 

having good knowledge and calculating the right amount of taxes would encourage 

high tax compliance levels among the SMEs in Ghana. The results of the study 

revealed further indicate that adequate tax knowledge increases SMEs' ability to 

understand tax laws and regulations, which promotes a high compliance level, and that 

the SMEs have Account/ Finance staff who are knowledgeable of tax laws and 

procedures hence high compliance. 

Moreover, the findings suggest that there exists a strong positive relationship between 

tax awareness & knowledge and tax compliance among SMEs in the Greater Accra 

region of Ghana. The study’s results also indicate that tax awareness and knowledge 

have a positive effect on the tax compliance level among SMEs in Ghana. From the 
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foregoing, the study concluded that tax awareness and knowledge play an important 

role in tax compliance as it makes the SMEs knowledgeable regarding matters relating 

to tax laws and regulation thereby improving compliance among them. 

6.1 Reliability and limitations of the study 

6.1.1 Reliability of the research 

 Singleton and Straits (2018) have stated that in quantitative research, validity refers 

to the careful sampling, appropriate methods, and statistical treatments of data. They 

maintained that research investigations in any field are valueless if they arrive at 

fabricated findings. For this reason, I ensured that the questionnaires are pre-tested to 

be able to identify any ambiguity therein and be able to realign them according to the 

objectives of the study. Furthermore, a sample questionnaire was submitted to the 

supervisor for assessment and his expert opinion.  

 On the contrary, Silverman (2011) stated that reliability is the degree to which the 

findings of a study are independent of accidental circumstances of the production. In 

this current study, I administered the same type of questionnaire to the target 

population under investigation and using the Cronbach reliability test, alpha values of 

degree or percentage that would be attained, indicating whether the tool is the right 

one for the assessment of underemployment and job satisfaction among a private 

school of teachers. In this case, 0.7 is generally accepted 

6.1.2 Limitations of the research 

This research had some limitations. First, the study is limited to only SMEs in the 

Greater Accra region of Ghana. It will not include any other SMEs outside the Greater 

Accra Metropolis; hence, the result from this study cannot be generalized to reflect the 

national situation. Also, being a quantitative survey, the findings will be as true as at 
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the time when the data will be collected. Therefore, findings may not apply to later 

times.  

Moreover, I again anticipated the issue of respondents being reluctant in providing 

information concerning tax compliance among SMEs and their tax awareness and 

knowledge, as they are sensitive. I however addressed this by explaining the 

importance of this study to respondents and assuring them that the data collected will 

be used solely for academic purposes. 

Furthermore, due to time and financial constraints, the study is limited to the Greater 

Accra region of Ghana. A study on tax compliance and tax awareness and knowledge 

among SMEs should have involved a nationwide survey to obtain data from a much 

wider population to reflect an actual representation of the phenomena in the entire 

country. Thus, time and financial constraints restricted my desire to conduct 

comprehensive research on a large scale. Even though the findings of the study will be 

useful, they cannot be generalized to the wider population of SMEs across Ghana. To 

address this limitation, it is suggested that future research should attempt to expand its 

scope beyond the Greater Accra region to seek information from a much wider 

population in exploring the phenomena to reflect the national situation. 

6.2 Recommendations and Future Research 

Based on the findings and the objectives of this study, I provide some key 

recommendations as a guide for policy implementation in the topic area under 

investigation. The findings of this empirical study can be very useful to governments, 

academia, policymakers, SMEs, and tax authorities. 
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 The study recommends that SMEs in Ghana should continue to organize 

seminars and workshops for their staff on tax-related issues as doing so 

would help enhance their knowledge of tax laws and regulations and hence 

promote high tax compliance. 

 The research also suggests that SMEs endeavor to receive tax information 

from reliable sources to avoid the fear of paying taxes. According to the 

study’s findings, GRA Websites, and GRA Brochures/ Newsletters are the 

most useful sources for access to relevant tax information. 

 Furthermore, there is a need for the tax authority to engage actively with the 

SMEs to build their knowledge capacity on taxation principles and not just 

equip them with the basic principles of tax returns but also to ensure that they 

can reduce their costs while filing their returns. Doing this increases their 

knowledge of tax and improves their compliance level hence minimizing 

incidences of evasion of tax.  

 The study again advocates for regular sensitization and other programs to be 

organized to enhance tax awareness and education for proper uptake of the 

online tax system for ease of filing returns and fulfilling their tax obligations. 

 The study further recommends the need to continue to raise awareness among 

uninformed and inexperienced SMEs on the importance of paying taxes and 

encourage proper record keeping through taxpayer education and social 

media campaigns. 

 Again, there is a need for collaboration between the tax authority in terms of 

registration of small-scale business owners to not only widen the tax income 

but also formalize these members. 
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 The research further recommends that government spending priorities should 

be based on the socio-economic well-being of the taxpayers since this affects 

the tax compliance level among most of the sampled SMEs in Ghana. 

Similarly, SME owners should also seek to advance their tax knowledge and 

awareness for the mutual benefit of the government and taxpayers. 

This study mainly focused on SMEs within the Greater Accra Region of Ghana. It is 

suggested that future research should attempt to expand its scope beyond the Accra 

Metropolis to seek information from a much wider population in exploring the tax 

awareness and knowledge- tax compliance phenomena to reflect the national situation. 

Moreover, it is also imperative that there are other factors not covered in this study 

that can have an impact on tax compliance. Having that in mind, it is only prudent that 

further study attempts to explore other factors that are important in tax compliance to 

increase the knowledge base. Finally, future research should also consider examining 

the effects of tax knowledge on tax compliance in other sectors apart from the SMEs 

sector to compare the level of tax compliance retrospectively to identify the gaps that 

are common among the other sectors of the economy. 
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APPENDICES 

APPENDIX 1     RESEARCH QUESTIONNAIRE 

UNIVERSITY OF OULU, FINLAND 

 

RESEARCH QUESTIONNAIRE 

 

Introduction: 

The investigator is a student at the University of Oulu, Finland, pursuing a Master of 

Science in Financial Accounting. This survey is aimed at assessing tax compliance 

levels among SMEs in Ghana, focusing on the role of tax awareness and tax 

knowledge. Please note that the strictest confidentiality is assured concerning all 

responses that will be given as facts are needed for academic purposes only. However, 

participation in this research is voluntary and all who participate will remain 

anonymous. 

Please note: 

i. Here, there are no correct or wrong answers to the questions. The 

investigator is only interested in knowing your opinions on the subject matter. 

ii. Instructions and scales are provided at the top of each question. Please read 

carefully before answering the questions. 

iii. You may also write your responses in the spaces provided where applicable. 

iv. Lastly, the investigator values your opinions and respects your privacy. The 

investigator hereby promises that information about your name or 

identification will not be directly used in the study for any other purposes. 

Section A: Demographic characteristics of the respondents 

Please identify tick (√) the appropriate category or fill in the space provided 

1. Please indicate your gender   

a. Male [  ]   

 b. Female   [  ] 

2. Indicate your age category  

 a. Below 20 years [  ]   
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 b. 20-29 years              [  ]  

  c. 30-39 years              [  ] 

  d. 40 - 49 years            [  ]  

  e. 50 years and above  [  ] 

3. What is your highest level of education?   

   a. WACCSE            [  ]   

   b. Diploma              [  ]     

   c. Degree                 [  ] 

   d. Masters                [  ]   

   e. Others Specify.............................................................................. 

4. Nature of business   

a.  Manufacturing           [  ]      

b.  Commercial              [  ]    

c.  Services                    [  ]   

d.  Others, Specify................................................................................ 

5. The number of years in business.    

a. Below 5 years          [  ]     

b. 6- 10 years               [  ]   

c.1 1- 15 years             [  ]    

d. 16 years and above  [  ]    

       6. Size of business 

             a. Micro (1-5 employees)      [  ]     

             b. Small (6-9 employees)             [  ]    

             c. Medium (30-99 employees)      [  ] 
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             d. Large (100 + employees)          [  ] 

Section B: Tax Compliance among SMEs in Ghana 

7. Do you file a tax return and pay the correct tax rates on due dates?  

a. Yes       [  ]     

b. No        [  ] 

     8. How often do your business file and submit a tax return to the tax authority in 

Ghana? 

a. Weekly          [  ]     

b. Monthly         [  ] 

c. Annually        [  ]  

d. Others, Specify.........................................................................................    

 

9. Please rate the following statements regarding your firm’s level of tax 

compliance in Ghana. Tick in the most appropriate response that represents 

your most appropriate experience regarding SMEs' tax compliance level in 

Ghana. Scale: (1= Strongly Disagree, 2= Slightly Disagree, 3= Neutral, 

4=Slightly Agree, 5= Strongly Agree). 

S/N                                              Statements 1 2 3 4 5 

 Tax Compliance among SMEs in Ghana      

1 I file a tax return on time      

2 I declare the correct income      

3 I pay the right amount of taxes      

4 I file tax returns online      

5 I pay penalties in the case of tax default      

6 I report all tax liabilities following applicable tax laws      
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7 I honor all my tax obligations in a trustworthy and honest manner       

 

Section C: Factors influencing Tax Compliance level among SMEs 

10. Which of these factors influence your firm’s tax compliance level? Please 

tick as many as applicable  

a. Tax awareness and adequate knowledge of tax laws and regulations          [  

]     

b. Government spending priorities       [  ] 

c. Regular tax audit exercises by Ghana Revenue Authority (GRA)              [  ]  

d. Tax service quality and fairness   [  ] 

e. Simplicity of tax returns and administration 

f. Tax compliance costs and tax rates 

d. Others, Specify..............................................................................................    

 

Section D: The impact of Tax Awareness and Knowledge on Tax Compliance  

among SMEs in Ghana 

11. From which of these sources does your firm get access to tax information? 

a. GRA brochures/ newsletters/ booklets         [  ]     

b. GRA Website                 [  ] 

c. GRA billboards              [  ]  

d. Newspapers                    [  ] 

e.   Radios                           [  ]  

f. Bulletin boards in GRA offices 

d. Others, Specify..............................................................................................    

 

12. Please evaluate the following statements concerning the impact of tax 

awareness and knowledge on tax compliance level by your business. Please 

tick the most appropriate response that applies to your business situation. 

Scale: (1=Strongly Agree, 2= Agree, 3= Neutral, 4=Disagree, 5= Strongly 

Disagree). 

S/N                                              Statements 1 2 3 4 5 

 Tax Awareness and Tax Compliance Level      
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1 Our fear of paying taxes is influenced by conflicting tax information 

from different sources 

     

2 GRA website lacks enough information on various tax procedures 

hence low tax compliance among SMEs 

     

3 We are aware of the online filing of tax return      

4 We are aware that taxes due are payable within the stipulated period      

5 We know which income should be deducted when computing taxable 

income 

     

6 We know that we are required to declare all incomes received 

throughout the year 

     

7 We know the importance of paying taxes and understand our rights 

and obligations as taxpayers 

     

 Tax Knowledge and Tax Compliance Level      

8 Tax knowledge increases SMEs' ability to understand tax laws and 

regulations which promotes a high compliance level 

     

9 Our Account/ Finance staff are knowledgeable of tax laws and 

procedures hence high compliance 

     

10 Our Account staff are trained on various tax issues which increase the 

compliance level 

     

11 Our business is familiar with record keeping relating to income and 

expenditure for the required number of years 

     

12 Our staff often attend refresher courses and seminars organized by 

GRA 

     

 

13. Overall, how would you rate your firm’s tax compliance level? 

            a. High                         [  ]    

            b. Moderate                 [  ]    

            c. Low                         [  ]    

        THANK YOU VERY MUCH FOR YOUR TIME AND ASSISTANCE!!! 
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