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Predictors of tax compliance intentions among self-employed
individuals: the role of trust, perceived tax complexity and
antecedent-based intervention strategies
Godfred Matthew Yaw Owusu, Rita Amoah Bekoe and Rockson Mintah

Department of Accounting, University of Ghana Business School, Accra, Ghana

ABSTRACT
This study examines the tax compliance intentions of self-employed
individuals in the informal sector and evaluates the effect of
antecedent-based intervention strategies, trust and perceived tax
complexity on tax compliance intention. Using the extended
version of the Theory of Planned Behaviour as the theoretical
base, the study additionally investigates whether attitude,
subjective norms, perceived behavioural control and moral
obligation may be good predictors of tax compliance intention.
Data were gathered from 725 self-employed individuals in Ghana
using a structured questionnaire, and analysed using the
structural equation modelling technique. We find from our
empirical analysis that although our respondents exhibit greater
intention to comply with tax payment duties, most respondents
consider non-compliance to be justifiable if the tax rates are too
burdensome. Our results further suggest that trust in the tax
system, perceived tax complexity, antecedent-based intervention
strategies, attitude, subjective norms, and moral obligation are
relevant predictors of tax compliance intention.
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Introduction

The role of taxation in the management of an economy is well acknowledged in the
public finance literature. Prior studies have established that taxes constitute one of the
most reliable and sustainable funding sources to governments in financing public expen-
ditures and, in general, the efficient running of public services (Joshi et al., 2014; Owusu
et al., 2020; Youde & Lim, 2019). Despite their crucial role to the economy, most central
governments are confronted with the challenge of meeting their annual tax revenue
targets due to the high non-compliance rate for both personal and corporate taxpayers
globally. The result is that over the years revenue collection by taxing authorities
(especially in developing countries) has been impacted negatively by widespread non-
compliance with tax laws by taxpayers.

As pointed out by Terkper (2003), the effect of tax non-compliance is more pro-
nounced in developing countries than the developed world due to the informal nature
of these economies. For instance, while total revenue loss to Gross Domestic Product
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(GDP) for developed countries such as the USA, Switzerland and Italy ranges between
2.7% and 6%, the average loss in revenue ranges between 25% and 35% of GDP for
most developing countries (Terkper, 2003). Given the rising public expenditure levels
in developing countries, partly occasioned by growth in public sector wage bill, enor-
mous pressure is always brought to bear on a government’s annual budget (Taing &
Chang, 2021). Tax compliance has therefore become an important issue in developing
countries as most of these countries continue to struggle to deal with the consistent
shortfall in annual revenue targets to meet the rising public expenditure.

Defined as the willingness of a taxpayer to act in accordance with both the spirit and
the letter of the tax law and administration without enforcement activity (James & Alley,
2002, p. 32), exploring avenues to promote tax compliance culture among taxpayers
remains one of the most important public policy objectives of government in contempor-
ary times. The test of tax compliance in its rightful sense is not to explain why people
evade tax, but rather why people willingly pay taxes even when they perceive the
chances of being caught and punished for evasion is low (Alm et al., 1992). In an
effort to minimize the rate of tax non-compliance, policies meant to improve taxpayer
services and promote the culture of compliance have frequently been implemented in
many developing countries (Owusu et al., 2019; Taing & Chang, 2021). These reforms,
however, have not yielded the desired results given the high rate of tax non-compliance
in these settings. The literature, in part, attributes this trend to the structure of these
economies, which is dominated by the informal sector, classified by many as the
‘difficult to tax group’ (Mbilla et al., 2018). Indeed, the role of the informal sector to
the tax non-compliance threat cannot be underestimated given their dominance. In
Ghana, for instance, it is reported that over 86% of Ghanaians work in the informal
sector (GSS, 2012), the majority of whom are unregistered with the appropriate bodies
for assessment purposes (Amponsah et al., 2019). These statistics, which are similar in
most developing countries, highlight the need for studies on compliance behaviour in
the informal sector, especially on the factors that influence individual tax compliance
decisions.

Against this background, the current study seeks to examine the phenomenon of tax
compliance focusing on individuals working in the informal sector in Ghana. We rely on
the extended version of the Theory of Planned Behaviour, as previously employed by
Alleyne and Harris (2017) and Owusu et al. (2020), to investigate the factors that
influence tax compliance behaviour of our target audience. Unlike the empirical work
of Owusu et al. (2020) however, we investigate the effect of perceived tax complexity,
antecedent-based intervention strategies and trust on an individual’s willingness to
comply with tax payment responsibility. The inclusion of these additional variables in
the traditional TPB framework is in line with recent attempts to improve the predictive
relevance of the TPB. Despite the strong support for the theory, it has been pointed out
that the components of the TPB can account for less than 40% of the variation in behav-
ioural intention (Armitage & Conner, 2001). In an attempt to improve upon the predic-
tiveness of the TPB, Beck and Ajzen (1991) introduced the component ‘moral obligation’
to constitute what is now known as the extended TPB. Within the context of tax compli-
ance literature, several studies (Al-Zaqeba & AL-Rashdan, 2020; Venkatesh et al., 2003)
have consequently explored other factors in addition to the traditional components of the
TPB in a bid to improve its explanatory power. The current study contributes to the
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application of the TPB to the tax literature by exploring the role of perceived tax com-
plexity, trust and antecedent-based intervention strategies on individual taxpayers’ com-
pliance intention.

Apart from the new perspective the findings of this study present to the determinants
of tax compliance scholarship, contextually, the evidence we provide is particularly rel-
evant to developing countries given that prior studies in this field have mainly focused on
developed countries. Within the context of Ghana, the identification of the dominant
factors associated with tax compliance behaviour should be extremely useful to the
Ghana Revenue Authority (GRA) in developing programmes to improve individual
tax compliance behaviour. This is necessary looking at the structure of the Ghanaian
economy, which has been driven largely by over dependence on debt for years due, in
part, to widespread non-compliance with tax laws.

The paper proceeds as follows. The second section examines the concept of tax com-
pliance, reviews prior studies on the main predictors of tax compliance intention and the
development of the study hypotheses. The third section explores the method used to
conduct the research, highlighting how data was collected and the analysis thereof.
Section four presents the results of the study and a discussion thereof. The final
section draws conclusions and suggests some important avenues for future research.

Literature review

The concept of tax and tax compliance behaviour

The phenomenon of tax non-compliance is of dire consequence to every society.
Countries are unable to generate the needed tax revenue especially from the informal
sector, to meet the socio-economic development of the citizenry (Kirchler, 2009;
Mbilla et al., 2018). Consequently, tax compliance has remained an economic scourge
for every government as people resort to the use of skilful measures in postponing, avoid-
ing and evading tax payments (Murphy, 2004). Tax non-compliance, which comprises
avoidance and evasion, has to do with reducing the tax burden legally and illegally,
respectively (Jones & Rhoades-Catananch, 2010, p. 4); hence, inordinately exploiting
the law. It involves the reduction of tax required by taking part in false dealings to
shun tax, engaging in all forms of imaginable genuine tax deduction by means of
delay schemes and entices.

James and Alley (2002, p. 32) define tax compliance as the ‘willingness of individuals
to act in accordance with both the spirit and the letter of the tax law and administration
without the application of enforcement activity’. This definition informs that failure to
follow the tax provisions suggest a taxpayer may be committing an act of non-compliance
(Kirchler, 2009). Full compliance may require positive actions on the part of the taxpayer
to discharge his or her legal duties in full. It may be that taxpayers innocently fail to meet
their tax obligations because they fail to complete their tax returns correctly or are
unaware of or misunderstand various provisions of the tax system. Notwithstanding,
non-compliance is not only intentional violation but also involves violation in terms
of ignorance.

Various reasons have been attributed to the high level of non-compliance with tax
laws. For instance, lack of transparency, high level of complexity, lack of trust in the
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tax system and authority, inequality in the tax burden and ambiguity of the tax law have
been mentioned as factors accounting for tax non-compliance (Atuguba, 2006; Saad,
2014). McGee (1999) posits that the high prevalence of non-compliance, especially tax
dodging, is due to the lack of a mechanism in place to collect taxes and the widespread
opinion that paying taxes is unreciprocated, and thus the government does not deserve a
portion of a worker’s income. In addition, ethical stands and culture have been cited by
other studies (Atuguba, 2006; Nsor-Mballa, 2015; Owusu et al., 2020). It has been argued
that punishment and deterrence can influence tax compliance behaviour (Castro & Scar-
tascini, 2015) while attitude, emotions and social norms of individuals have been con-
nected to tax compliance (Alleyne & Harris, 2017; Enachescu et al., 2019).
Accordingly, numerous factors can account for people’s tax compliance or non-compli-
ance behaviour.

Studying actual compliance behaviour of people can be very tedious and unnerving for
the fact that there is difficulty in identifying, locating and assessing actual defaulters. The
reluctance to give credible information with regards to unethical behaviour as tax non-
compliance makes it almost impossible to evaluate actual compliance behaviour (Abdul–
Razak & Adafula, 2013). Therefore, researchers have resorted to using intentions to
involve in a wrongful behaviour as a suitable proxy for actual wrongful behaviour
(Mbilla et al., 2018; Owusu et al., 2019).

Intentions to engage in tax compliance

The driving forces that affect a person’s behaviour are contained in the person’s inten-
tion. Intention denotes the magnitude of mindful effort and motivational mechanism
that would inform a person’s performance of a behaviour (Ajzen, 1991). Ajzen (1991)
asserts that intention gives a signal of people’s consistency and desire to pursue a
behaviour as well as the amount of planned effort to be applied in order to perform
the behaviour. Again, Ajzen (1991) maintains that people’s intention to carry out a
specific behaviour is predisposed by attitude in the direction of the behaviour (the
magnitude of an individual’s assessment of how favourable or unfavourable), subjective
norms (apparent social burden from others to either perform or not to perform a
behaviour), perceived behavioural control (supposed comfort or difficulty in the behav-
iour occurrence), and moral obligation (the perception of right or wrong). This study,
like other prior studies, has adapted these constructs in predicting people’s intentions
as proxy to involve in a particular tax behaviour on the basis that measuring actual
behaviour is very difficult in developing countries like Ghana where people, particu-
larly the self-employed, never like anything about taxation (Alleyne & Harris, 2017;
Owusu et al., 2020).

The theoretical framework: extended theory of planned behaviour (ETPB)

The Theory of Planned Behaviour argues that attitude, subjective norms and perceived
behavioural control are the factors that influence individuals’ behavioural intentions
that have the potential of ultimately affecting the performance of actual behaviour
(Ajzen, 1991). Ajzen (1991) further explains that attitude is an individual’s assessment
of a behaviour to either be favourable or unfavourable. Subjective norms look at the
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extent to which a person is of the opinion that his or her decision can be influenced by the
views of other relevant people. Moreover, perceived behavioural control explains the
level of control (difficulty or opportunity) that a person has regarding his or her own
capability to involve in a specific behaviour.

In developing an extended version of the TPB, Beck and Ajzen (1991) added ‘moral
obligation’ as another variable to the TPB framework that describes the view that an indi-
vidual has about moral uprightness (good) or otherwise (bad) of performing a certain
behaviour. This study relies on the ETPB to investigate the factors that influence self-
employed individuals’ tax compliance intention. Specifically, the study examines
whether an individual’s attitude towards tax compliance (attitude); opinion of tax com-
pliance endorsement by prominent stakeholders (subjective norms); perceived ability to
be compliant (perceived behavioural control); perception of moral goodness or otherwise
of being compliant (moral obligation) are good predictors of tax compliance intention. In
addition, the study examines the perceived difficulty in being tax compliant (perceived
tax complexity); behavioural misdemeanours into tax compliance (antecedent-based
intervention strategies); and a legal arrangement whereby influence is exercised by a
person or entity who control money and properties for another individual or entity
(Trust) are significant predictors of tax compliance intention.

Attitude and tax compliance intention

Attitude refers to the evaluation or assessment of how favourable or unfavourable per-
forming a behaviour is (Beck & Ajzen, 1991). A person’s attitude towards tax has impor-
tant implications on tax compliance. Empirically, some studies (Alleyne & Harris, 2017;
Kirchler et al., 2008; Owusu et al., 2020; Sadress et al., 2019). The argument by these
studies in support of the link between attitude and tax compliance behaviour is that
the degree to which an individual evaluates the behaviour (either favourably or unfavour-
ably) is important in predicting both the intention to engage in that behaviour and the
actual performance of that behaviour. Therefore, individuals with a more favourable atti-
tude towards the payment of taxes are highly expected to be more compliant with tax
payment responsibilities and the reverse is true for an unfavourable attitude towards
tax compliance. From the above, we hypothesize that:

H1: An individual’s attitude is positively associated with tax compliance intention.

Subjective norms and tax compliance intention

Subjective norm denotes the perceived social pressure to perform or not to perform a
behaviour in question. Ajzen (1991) posits that subjective norms indicate the effect
other prominent people have on the choices made by a person or the stimulus of referent
others have on individuals. Persons or groups such as peers, co-workers, family, friends,
competitors and role models may have an impact on the decision-making of individuals.
This impact is based on how these significant others recognize the behaviour and
whether or not they will certify it. Taking into consideration the extent to which
persons are interested to adapt to the divergent views of notable people indicates the
level to which they can be influenced (Beck & Ajzen, 1991). For instance, the perceived
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confirmation or otherwise that an important person attaches to a specific behaviour will
influence an individual to either engage or not to engage such a behaviour.

Arguably, a person’s commitment to paying taxes is reasonably influenced by the
opinion of others; hence, taxpayers will mostly not comply if they observe that tax
defiance is supported by their referent group (Kirchler et al., 2008). Prior studies have
established a strong relationship between the construct subjective norms and intention
to evade tax (Alleyne & Harris, 2017; Owusu et al., 2020). Specifically, extant literature
has found that an individual’s intention to comply with tax payment responsibilities is
highly influenced by social norms (Jimenez & Iyer, 2016). The study, therefore, hypoth-
esizes that:

H2: An individual’s subjective norm is positively associated with tax compliance intention.

Perceived behavioural control and tax compliance intention

Perceived behavioural control, which is the degree of control which an individual pos-
sesses to partake in specific behaviour may also influence the intention to engage in a
behaviour (Ajzen, 1991; Beck & Ajzen, 1991). Predominantly, the extent to which a
behaviour is performed depends on how easy or difficult the individual perceives enga-
ging in a behaviour is, and this perception influences the individual’s intention to involve
in that behaviour. For instance, tax compliance intentions may increase when individuals
believe they have more resources at their disposal to be compliant (Lee & Kozar, 2005).

The key determinant for perceived behavioural control is an individual’s confidence
regarding the reality of resources and prospects in addition to perceived difficulties in
performing the behaviour. Individuals’ intention to perform a behaviour is usually
high when the confidence is high, the needed resources is available and when they
expect to encounter minimal difficulty in performing the task. (Alleyne & Harris,
2017). Conversely, individuals with low perceived behavioural control (higher degree
of difficulty and obstacles) are less likely to perform that behaviour Owusu et al.
(2019) conclude that individuals with low perceived behavioural control have less stimu-
lus to engage in tax non-compliance. Hence, this study hypothesizes that:

H3: An individual’s level of perceived behavioural control is positively associated with tax
compliance intention.

Moral obligation (MO) and tax compliance intention

The quest to understand the behaviour of humans is quite difficult when ethical factors
are ignored (Molero & Pujol, 2012). Ajzen (1991) asserts that in handling an uprightly
delicate condition, attention should be given to an individuals’ feelings regarding the
honourable duty to either perform or not to perform a specific behaviour. Moral obli-
gation is described principally as how accountable a person feels concerning others
(Bobek & Hatfield, 2003), a duty arising out of just motives, or simply careful duty, dis-
tinct from any lawful responsibility, flawless or flawed, or with acknowledgement of
benefit by the promisor. Against this background, Beck and Ajzen (1991) include
moral obligation as an antecedent for predicting intention, which is key in increasing
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the predictive value of the theory of planned behaviour. However, McGee (1999) posits
those individuals owe no moral duty to compensate for taxes.

Empirically, most studies have found that an individual with high sense of moral duty
is less likely to be non-compliant (Alleyne & Harris, 2017; Culiberg, 2018). As surmised
by Riahi-Belkaoui (2004) individual’s perception of moral obligation influences intention
to engage in tax compliance. Therefore, this study hypothesizes that:

H4: An individual’s level of moral obligation has a positive effect on tax compliance
intention.

Perceived tax complexity and tax compliance intention

Perceived tax complexity, which is a way of minimizing individual’s non-compliance
behaviour, is about the effect of simplification of tax laws and procedures on compliance
behaviour (Saad, 2014). Extant literature documents tax complexity can be associated
with tax avoidance practices (Sapiei & Kasipillai, 2013). Other studies argue that the
hourly duration required to pay taxes in Africa is 20% higher than the global average
(PWC, 2014). The perceived simplicity or cumbersomeness of tax laws is reflected in
an individual’s motive to engage in tax compliance behaviour.

As Doran (2009) points out, the complexity of tax laws makes it cumbersome for
taxpayers to comprehend, leading to non-compliance behaviour. Jayawardane and
Low (2017) conclude that the complexity of the tax system contributes to non-compli-
ance by way of excess filing time – as most taxpayers depend on tax experts thereby
bearing the associated cost to comply: and ambiguity – leaving most individuals ignor-
ant about the applicable rates used and how their taxes are calculated. By implication,
individuals who perceive tax filing, reporting and payment to be cumbersome are more
likely to engage in tax non-compliance behaviour and vice versa. Based on this, we
hypothesize that:

H5: An individual’s perception of tax complexity is negatively associated with tax compli-
ance intention.

Antecedent-based intervention strategies and tax compliance intention

Antecedent-based intervention strategy is a common social and psychological behav-
ioural pattern that individual with intellectual and non-intellectual abilities alike
exhibit regarding their tax compliance intention (Lipschultz &Wilder, 2017). The impor-
tance a person attaches to particular behavioural misdemeanours motivate the intention
to be tax compliant. Kirchler and Wahl (2010) note that tax compliance behaviour could
be formed based on the underlying intention emanating from the interaction between
taxpayers and authorities, which leads to either a ‘well-accepted duty’ (voluntary compli-
ance) or an ‘onerous duty’ (enforced tax compliance). Consequently, the doubtfulness
inherent in the tax system makes tax payment a game unintended by many persons
such that the indecision characterizing the tax arrangement makes paying taxes compa-
tible to gambling by many taxpayers (Langham et al., 2012). The net effect is that some
taxpayers may hide under the vagueness of the law and deliberately under-report their
income. At the other end of the spectrum, others pay more than they owe resulting in
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over-compensation for any possible misdemeanours. In between these two extremes
exists a great variety of taxpayer behaviour patterns.

Extant literature documents behavioural patterns that include opening new communi-
cation channels; leveraging the power of social recognition (OECD, 2012); considering
citizen’s opinion; third-party reporting and cross-checking; assistance services for com-
pliance with tax obligation (Prichard et al., 2019); frequent visits to clients; and adjust-
ment to economic, social context and new needs of citizens (IMF, 2015).
Notwithstanding, existing theories have failed to clarify the intricacies of taxpayer
intent and have been unable to create a valuable stage for agencies to impact and reassure
deliberate compliance (Langham et al., 2012). From a cognitive perspective, interventions
emphasize the teaching of individuals to monitor and manage their own thoughts, feel-
ings and behaviours. Individuals who attach great importance to behavioural misdemea-
nours are likely to be tax compliant and vice versa. Based on these, we hypothesize that:

H6: An antecedent-based intervention strategy is positively associated with tax compliance
intention.

Trust and tax compliance intention

Trust is a well thought-out key attitudinal variable that shapes the tax drive among the
populace (Mohseni & Sreenivasan, 2014). Empirically, previous studies indicate that
trust plays a key role in tax compliance intention owing to insignificant direct contact
involving the tax authority and taxpayers (Prichard, 2018; Chai et al., 2011). Defined
as the apparent susceptibility of persons due to the dealings of others’ behaviour based
on their ability, kindness and honesty (Guo et al., 2012). It has also been conceptualized
as ‘a psychological state comprising the intention to accept vulnerability based upon posi-
tive expectations of intentions and behaviour of others’ (Rousseau et al., 1998, p. 395).
Generally, the level of honesty improves taxpayers conditionalities such as tax morale,
positive emotions among others, which are inherent in attitudes, and thus contribute
to intentions to be tax compliant (Prichard, 2018). For instance, citizens who believe
the authorities are honest and trustworthy in handling state resources and find the tax
system transparent a will also reciprocate by paying their taxes due to the state
(Alemika, 2004). Empirically, Luttmer and Singhal (2014) found a positive relationship
between trust and tax compliance. Individuals who perceive the tax authority and
system to be trustworthy are likely to be tax compliant and vice versa. Thus, we hypoth-
esize that:

H7: Trust is positively associated with intention to engage in tax compliance.

Methodology

Research design, instrument and data collection
The study adopted the quantitative approach survey method and self-administered ques-
tionnaires as the means of data collection. The questionnaires comprised two different
sections. The first section required the background information about the respondents
including gender, age, duration in business, educational level, nature of business,
business registration and availability of a tax identification number (TIN). The second
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section focused on the specific questions used to measure respondents’ intentions to
engage in tax compliance and the factors that influence their intentions. Drawing on
the ETPB, four constructs (attitude, subjective norms, perceived behavioural control
and moral obligation) are considered to be relevant predictors of tax compliance inten-
tion. These constructs were measured by indicators adapted from Alleyne and Harris
(2017). The indicators for perceived tax complexity and trust were adapted from the
works of Saad (2014) and Ya’u and Saad (2018), respectively, while the antecedent-
based intervention strategies scale employed closely followed the measurement used in
many existing studies (IMF, 2015; Langham et al., 2012; OECD, 2012; Prichard et al.,
2019). All the indicators of the study constructs were measured on the Likert scale
with anchors ranging from one to seven, details of which are provided in Table 2.

The final questionnaire was self-administered to the respondent group across five
different regions in Ghana (Greater Accra, Volta, Eastern, Oti and Central). The choice
of these regions was to ensure a fair representation of respondents from both economi-
cally developed and non-economically developed regions in Ghana. The Ghana Statistical
Service Integrated Business Establishment Survey report (IBES, 2014) classifies establish-
ments within the urban regions as economically developed and those outside the urban
regions as non-economically developed. In all, a total of 626, 382 sole proprietorship
establishments in the Ghanaian informal sector classified by the report into micro and
small businesses on regional basis constituted the population of the study.

To arrive at a suitable sample size for the study based on the population the study
relied on Yamane’s (1967) fair sample selection formula below:

n = N
1+ Ne2

where, n = the sample size; N = the size of population (self-employed individuals in
Ghana); e = the error (which depend on the required confidence level set by the
researcher);

n = 626, 382

1+ 626, 382(0.05)2
= 400

Therefore, a sample size of 400 and above was deemed appropriate for making a gen-
eralization about the study population. A total of 750 questionnaires were administered
out of which 746 questionnaires were returned. We excluded 21 from the analysis
because respondents did not fully complete the questionnaire.

Data analysis procedures

The data for the study was analysed descriptively using Statistical Package for Social
Sciences (SPSS). The instruments were subjected to the normal diagnostic test of
reliability and validity. The predicted hypotheses of the study were tested using structural
equation modelling (SEM). The SEM-based techniques help researchers to test and vali-
date relationship as well as evaluate measurement models and structural paths that com-
prise latent constructs made up of multiple indicator variables (Astrachan et al., 2014).
The PLS-SEM was adopted as it is more suited for studies involving complex frameworks
that seek to predict or explain a phenomenon, which is the goal of the present study.
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Profile of respondents

The descriptive statistics of the respondents are presented in Table 1. Males form the
majority of the study sample accounting for 55.3%, while commerce was the most
engaged activity with a share of 52.7% of the respondents. A cumulative majority
(69.1%) of the respondents were not above 40 years. Similarly, 57.7% of the respondents
received an education from primary to secondary level while 31.9% received a tertiary
education with only 10.5% receiving no formal education at all. This suggests the respon-
dents at least have a fair idea about tax compliance. In addition, 32.4% of the respondents
have been in business for more than 7 years and most of the respondents have registered
with the relevant authorities for taxation purposes. However, about 55.4% of the respon-
dents have no Tax Identification Numbers (TIN), suggesting that the aim of bringing
more individuals into the tax bracket through the TIN system by ACT 632 (2002) is
yet to produce the expected results.

Descriptive statistics on constructs

In this section, the mean scores and standard deviations of the respondents’ opinion on the
precise indicators used tomeasure the key constructs of the study are reported. Respectively,
themean score of each indicator under the constructs – attitude, subjective norm, perceived
behavioural control,moral obligation, perceived tax complexity and trust– indicate the level
of agreement or disagreement while ABIS indicates the importance or less importance
respondents attach to each statement. Results from this analysis as given in Table 2 show
an overall mean of 5.22 for the construct ‘attitude towards tax compliance intention’.
This value indicates that the respondents strongly agreed with the statements that explain
tax compliance to be good, pleasant and attractive. This outcome indicates that the self-
employed individuals sampled have a favourable attitude towards tax compliance.

Table 1. Demographic characteristics of respondents.
Variable Groups Frequency Percent

Gender Male 401 55.3
Female 324 44.7

Age 30 and below 204 28.1
31 – 35 139 19.2
36 – 40 158 21.8
41 and Above 224 30.9

Educational Level Non-formal 76 10.5
Basic Education 210 29.0
Secondary Education 208 28.7
Tertiary 231 31.9

Number of years in business Below 4 years 214 29.5
4 - 5 years 138 19.0
6 - 7 years 138 19.0
Over 7 years 235 32.4

Nature of business Agric-related 144 19.9
Commerce 381 52.6
Service 152 21.0
Others 48 6.6

Business registered with Assembly or GRA for Tax purposes Yes 375 51.7
No 350 48.3

Has a Tax Identification Number (TIN) Yes 323 44.6
No 402 55.4

58 G. M. Y. OWUSU ET AL.



Table 2. Descriptive statistics on constructs.

Variables Mean
Std.

Deviation

ATTITUDE TOWARDS TAX COMPLIANCE
I will be disturbed if I am unable to correctly state my taxes 4.95 2.182
I will feel guilty if I cheat on my taxes 5.14 2.217
I will feel pleased if I pay less taxes 5.30 2.129
The likelihood of being audited by the GRA is low 5.24 2.119
It will be financially beneficial for me to pay less taxes 5.44 2.064
I find the concept of tax compliance very relevant 5.26 2.097
Overall mean 5.22 2.13
SUBJECTIVE NORMS
My family and peers will think that I should pay less taxes 5.00 2.317
My family and peers will think that I should only pay the correct taxes 5.15 2.017
Most people who are important to me will look down on me if I cheat on taxes 4.69 2.303
Most people I know will approve of me cheating on taxes 3.06 2.446
My role models and co-workers will think filing my tax returns should exclude some income
sources.

4.25 2.389

If I cheated on my taxes, most people who are important to me will disapprove 4.39 2.521
Overall mean 4.42 2.33
PERCEIVED BEHAVIOURAL CONTROL
With my tax knowledge, skills and resources, it will be very easy for me to pay less taxes 3.55 2.244
Due to my limited tax knowledge, skills and resources, it is hard for me to pay less taxes 5.01 2.224
I will successfully state less taxes in my tax return form if I wanted to 4.11 2.406
With my tax knowledge, skills and resources, I will have no difficulty in stating less taxes
successfully

3.76 2.385

There are no barriers that will prevent me from stating less taxes successfully 3.68 2.495
Overall Mean 4.02 2.35
MORAL OBLIGATION
I think it would be morally wrong to engage in tax non-compliance 5.64 2.156
I will not feel guilty if I cheated on taxes 3.44 2.556
Cheating on taxes goes against my principles 4.69 2.582
It will be morally wrong for me to cheat on taxes 5.25 2.419
Overall Mean 4.76 2.43
TAX COMPLIANCE INTENTION
I will report my income fully, including all other sources 3.90 2.443
I will not attempt to cheat by omitting to report any extra income in my tax return form 3.86 2.366
I will declare extra income which is not earned from my regular income source 4.18 2.608
I will not fail to comply with the tax laws in future 5.43 2.137
Overall Mean 4.34 2.39
PERCEIVED TAX COMPLEXITY
I think the terms used in tax publications (e.g. GRA guide books) and in tax return forms are
difficult for people like me to understand

4.65 2.450

The sentences and wording in the Individual Income Tax Return Guide looks lengthy and not
user-friendly

5.20 1.914

The rules related to individual income tax are clear 4.54 2.186
Most of the time I need to refer to others for assistance in dealing with tax matters 4.61 2.348
I will have a problem in completing and filing the tax return form(s), if they are required 4.11 2.322
I will find it tedious to maintain all my relevant records for the whole year for tax purposes (if I
must complete the tax return form(s))

5.10 2.012

Most of the tax liability am given to pay after assessment made by GRA looks overstated for me
to pay

5.32 1.908

I do not have to make a lot of effort to understand the explanations given in GRA guide books
and other similar explanatory material

3.49 2.427

Overall Mean 4.63 2.20
TRUST
Current graduated tax rates are far too high 5.55 1.979
Generally, the income tax system in Ghana is fair 3.49 2.450
Overall, the burden of tax in Ghanaian tax system has been well distributed 2.87 2.053
Tax revenue is wisely spent by the government on project and infrastructure that are beneficial
to taxpayer

2.67 2.091

The taxes I must pay are not too high considering the social benefits provided by the
government

2.39 1.807

(Continued )
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An overall mean of 4.42 recorded by the construct ‘subjective norm’ suggests that
the respondents were strongly of the opinion that other prominent people in their
lives will not approve of non-compliance behaviour when it comes to their tax
payment responsibilities. Similarly, perceived behavioural control had an overall
mean of 4.02, which demonstrates the level of indecision self-employed individuals
have over their intention to engage in tax compliance. The construct ‘moral obligation’
had an overall mean of 4.76 indicating that the respondents strongly consider tax com-
pliance to be morally good. The ‘intention to engage in tax compliance’, which is the
variable of interest, recorded an overall mean of 4.34 suggesting that the respondents
had a very strong intention to comply with their tax obligation. By implication, the
respondents demonstrate that non-compliance is unlawful and believe that, although
unreciprocated, individuals have a civic responsibility to pay taxes as a way of contri-
buting to the welfare of others. Thus, voluntary compliance will enable the state to
function properly. Nevertheless, most of the respondents somehow agree that non-
compliance is justified if, to a large extent, the tax rates are too high (mean = 5.55)
and the terms in the individual income tax return forms are difficult to understand
(mean = 4.65).

Furthermore, the construct ‘perceived tax complexity’ had an overall mean of 4.63
suggesting that respondents generally find the tax administration system to be
complex and difficult in its application. The construct ‘trust’ had an overall mean
of 3.41; an indication that the respondents are strongly of the opinion that the per-
ceived lack of honesty in the tax system and authority will lower their intention to
engage in tax compliance. Finally, considering respondents’ opinion on antecedent-
based intervention strategies, an overall mean score of 5.87 (the highest among the
constructs) was recorded, which presupposes that most of the respondents engage
in tax compliance by default; hence, they exploit the ambiguity of the law as a
game of chance.

Table 2. Continued.

Variables Mean
Std.

Deviation

GRA cares about the concerns of taxpayers when a provisional assessment is made. 3.34 2.420
GRA trust the assessment made by taxpayers themselves 2.95 2.150
GRA considers the views of average citizens on new laws over changes to their systems with
much flexibility

3.35 2.317

I am satisfied with assessment and collection of tax process made by GRA 3.75 2.427
GRA gives good cooperation when taxpayers need information about tax laws 3.16 2.258
Overall, GRA is very efficient in carrying their duties and affairs with taxpayers 3.17 2.224
In my opinion, GRA can check the correctness of all the information reported in tax form
submitted by taxpayers

4.35 2.495

Overall mean 3.41 2.22
ANTECEDENT-BASED INTERVENTION STRATEGIES
Opening new communication channels 6.17 1.419
Considering citizens opinion 6.15 1.308
Third-party reporting and cross-check 5.53 1.780
Leveraging the power of social recognition 5.78 1.429
Assistance services for compliance with tax obligation 5.84 1.609
Frequent visits to clients 5.65 1.891
Adjustment to economic, social context and new needs of citizens 5.98 1.638
Overall mean 5.87 1.58
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Model measurement

Validity and reliability
Validity and reliability tests were conducted on the constructs using Cronbach alpha
(CA), composite reliability (CR) and the average variance extracted (AVE) scores. As
shown in Table 3, CA, CR and AVE scores for each construct is above the recommended
threshold of 0.70 and 0.50 (Fornell & Larcker, 1981; Hair et al., 2017) except CA for per-
ceived tax complexity and subjective norms. However, composite reliability is considered
superior to Cronbach’s alpha, which assumes that all indicators should be weighted
equally while composite reliability assumption uses the loadings obtained from the
model itself (Hair et al., 2012) and, hence, all constructs are deemed reliable and valid.

Discriminant validity. A test for discriminant validity was conducted using the Hetero-
trait-Monotrait ratio of correlation (HTMT). Employing the HTMT criterion involves
comparing it to a predefined threshold in which the value of the HTMT must be
lower than for discriminant validity for it to be assured (Henseler et al., 2015). Gold
et al. (2001) recommends a maximum value of 0.90 as the ideal predefined threshold
when evaluating discriminant validity. Results of the HTMT as shown in Table 4
suggest discriminant validity is assured as the HTMT values for all the constructs were
below the maximum threshold.

Other diagnostic checks

Prior to discussing our structural model results, several tests were conducted to check the
appropriateness of our model. First, to ascertain whether our model was not significantly
affected by multicollinearity issues, we tested for the presence of multicollinearity using
the variance inflation factor (VIF). As shown in Table 5, the VIF scores are within the
recommended threshold of less than 3 (Hair et al., 2017), an indication of an absence

Table 3. Validity and reliability test.
Construct CA CR AVE
Attitude 0.70 0.83 0.61
Tax Compliance Intention 0.70 0.83 0.62
Antecedent based Intervention Strategies 0.72 0.82 0.54
Moral Obligation 0.70 0.83 0.62
Perceived Behavioural Control 0.71 0.77 0.54
Perceived Tax Complexity 0.50 0.78 0.64
Subjective Norms 0.34 0.72 0.58
Trust 0.81 0.86 0.57

Table 4. Discriminant Validity (Heterotrait-Monotrait Ratio – HTMT).
Constructs AT TCI ABIS MO PBC PTC SN TR

Attitude
Tax Compliance Intention 0.479
Antecedent-based Intervention Strategies 0.208 0.346
Moral Obligation 0.627 0.829 0.261
Perceived Behavioural Control 0.214 0.110 0.109 0.184
Perceived Tax Complexity 0.237 0.590 0.244 0.353 0.239
Subjective Norms 0.576 0.846 0.541 0.892 0.252 0.589
Trust 0.206 0.406 0.271 0.329 0.592 0.278 0.621
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of a multicollinearity problem in our model. Second, we employed the Herman’s single
factor score test to check for common method bias (CMB). A test result of 12.24%
demonstrates that our model does not suffer from common method bias as the
Herman’s single factor score is within the 50% tolerable threshold as shown in
Table 6 (Podsakoff et al., 2012). Third, using the coefficient of determination (R²), we
assessed how the variance in the dependent variable is explained by the independent vari-
ables. Our R² value of 0.50 suggests the independent variables explain approximately 50%
of the variation in the dependent variable. Fourth, we examined the predictive relevance
of our model by performing the blindfolding procedure. For a model to be relevant in
terms of predictive power, the cross validated redundancy (Q²) value must be greater
than zero (Fornell & Cha, 1994, p. 72). Thus, our Q² value of 0.291 as shown in
Table 6 suggests that the predictive power of our model is good.

Finally, effect size is reported to determine the extent of the meaningful relationship
between the constructs or the difference between groups. Thus, the practical significance
of the research outcome is indicated through effect sizes that are independent of the
sample size. According to Hair et al. (2014), for the assessment of effect size, values of
0.02, 0.15, and 0.35 are considered small (S), medium (M), and large (L), respectively.
Results in Table 7 suggest the effect size of exogenous constructs on the endogenous con-
structs is small.

Structural model analysis

Based on the satisfactory results from the reliability and validity assessment as well as the
other diagnostic tests, we employed the bootstrapping procedure to analyse our model
structurally. The model indicating the relationships among the study constructs is pre-
sented in Figure 1. The structural model results based on the algorithm in Figure 1 is pre-
sented in Table 5. In arriving at the final model, indicators to a construct that did not meet
the recommended minimum indicator loading were deleted as suggested by Hair

Table 5. Multicollinearity of constructs.
Constructs VIF

Attitude 1.305
Antecedent-based Intervention Strategies 1.129
Moral Obligation 1.601
Perceived Behavioural Control 1.331
Perceived Tax Complexity 1.149
Subjective Norms 1.628
Trust 1.483

Table 6. Boostrapping results.
Hypotheses Path Coefficient P-Values Results

H1: AT -> TCI 0.126 0.000 Accepted
H2: SN -> TCI 0.251 0.000 Accepted
H3: PBC -> TCI 0.048 0.180 Rejected
H4: MO -> TCI 0.334 0.000 Accepted
H5: PTC -> TCI −0.169 0.000 Accepted
H6: ABIS -> TCI −0.054 0.049 Accepted
H7: Trust -> TCI 0.144 0.002 Accepted
R2 (0.50)
Q2 (0.291)
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et al. (2012). According to Hair et al. (2012), an indicator loading of at least 0.5 is rec-
ommended for inclusion in the structural model, especially for reflective constructs.
Based on this indicator loading criteria, three out of the six indicators that measured atti-
tude were deleted, four indicators of subjective norm were deleted, and two out of five
indicators that measured perceived behavioural control were deleted for poor factor load-
ings. One indicator eachwas deleted formoral obligation and intention to evade tax, a total
of six, seven and four indicators each were deleted for perceived tax complexity, trust and
antecedent-based intervention strategies, respectively, because their loadings were less
than 0.5.

Discussion of results

From our structural model results, we find a positive and highly significant relationship
between an individual’s attitude and tax compliance behaviour (p-value<0.01). Consistent

Table 7. Relative effect size.
Relative effect size (f²)

Attitude -> Intention 0.024
Intervention Strategies -> Intention 0.005
Moral Obligation -> Intention 0.139
Perceived Behavioural Control -> Intention 0.003
Perceived Tax Complexity -> Intention 0.050
Subjective Norms -> Intention 0.077
Trust -> Intention 0.018

Figure 1. Path Model 1.
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with our prediction, this finding implies individuals with a favourable attitude towards the
payment of taxes tend to be more compliant with their tax payment responsibilities. By
implication, such individuals are more likely to voluntarily file their tax returns, report
and pay their taxes. As explained in the TPB by Ajzen (1991), a person’s favourable atti-
tude towards a particular behaviour influences the intention to perform that behaviour.
This finding is supported by prior related studies that found attitude to be positively
associated with tax compliance behaviour (Owusu et al., 2020; Sadress et al., 2019).

The relationship between subjective norms and tax compliance behaviour also yielded
a positive and statistically significant relationship between the two constructs (p-
value<0.01). This is an indication that individuals’ tax compliance behaviour is highly
affected by the pressure or influence of prominent individuals such as role models,
family, friends, and influential people in the society. According to Ajzen (1991), the
views of prominent individuals in society have important implications on behaviour of
others who look up to them. Therefore, to the extent that prominent individuals may dis-
approve of non-compliance behaviour, an individual taxpayer is less likely to engage in
such behaviour. From the tax literature, the evidence provided by several studies
(Jimenez & Iyer, 2016; Owusu et al., 2020) show that, indeed, tax compliance behaviour
of individual taxpayers can be shaped by the opinions other important people in a
person’s life. Thus, our findings support the empirical position that subjective norm is
an important predictor of tax compliance behaviour.

Similarly, our results suggest the existence of a positive and highly significant relation-
ship (p-value<0.01) between moral obligation and tax compliance behaviour. This
finding suggests that the extent to which an individual feels personally responsible
towards others in the society can positively influence tax compliance behaviour. Thus,
notwithstanding the fact that the construct moral obligation is unconnected with any
legal obligation but is a genera reflection of an individual’s belief about what constitute
right and wrong, individuals with a greater sense of responsibility towards others would
consider the payment of tax as morally right, and would consequently comply with their
tax payment responsibilities. From the perspective of the TPB, Ajzen (1991) argues that
the stronger a person’s wisdom of moral duty, the more likely it is that that person will
engage in behaviours that promote societal good. Given that taxes constitute one of the
important revenue sources to the government for financing public expenditure, the will-
ingness to comply with tax payment responsibilities will be high for individuals with a
sense of responsibility towards the society as a whole. Empirically, our result is consistent
with some existing studies (Alleyne & Harris, 2017; Culiberg, 2018) that conclude that
moral obligation influences intention to be tax compliant.

The link between perceived behavioural control and tax compliance intention also
yielded a positive association in line with the predicted hypothesis but was statistically
insignificant. Thus, even though the positive coefficient is an indication that individuals
with high perceived behavioural control are more likely to comply with tax payment
responsibilities (Ajzen, 1991), this construct is not a significant predictor of tax compli-
ance behaviour. By implication, the extent of influence of the perceived behavioural
control factor is not as relevant as the other components of the TPB in statistical
terms. This finding contradicts some prior works (Alleyne & Harris, 2017; Lee &
Kozar, 2005) that conclude that the apparent ease on the side of the individual influences
his/her intention to willingly pay taxes.
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In terms of the relationship between perceived tax complexity and tax compliance
intention, our results demonstrate that tax complexity has a negative and highly signifi-
cant (p-value<0.01) relationship with tax compliance behaviour. This, in line with our
prediction, means that the more simplified individual taxpayers perceive the tax regu-
lations and procedure s to be, the higher their compliance intentions. As explained by
existing studies (PWC, 2014; Saad, 2014), complexities of tax laws and the tax adminis-
tration system give most individuals the desire to be non-compliant with tax.

Our sixth hypothesis, which test the relationship between antecedent-based interven-
tion strategies (ABIS) and tax compliance intention, showed a negative and statistically
significant relationship (p-value<0.05). From the descriptive statistics, ABIS recorded the
highest overall mean of 5.87 among all the constructs, an indication that most respon-
dents generally consider behavioural uncertainty as a precursor to exhibiting tax compli-
ance in a lazy way or on condition. This finding suggests that the intention to engage in
tax compliance will be perceived as a game of chance or default when an individual
attaches importance to conditions before being tax compliant instead of personal voli-
tion. The study corroborates existing studies (Langham et al., 2012; Prichard et al.,
2019) that reported that, out of uncertainty of the law and behavioural misdemeanours,
lazy compliance makes taxpayers comply with tax laws by default, as they unconsciously
exert energies and time into being tax compliant.

Lastly, our results on the relationship between trust and tax compliance intention indi-
cate the construct ‘trust’ has a positive effect on the tax compliance intention of people.
Thus, the motivation to comply with tax payment responsibilities is usually higher when
individuals have trust in the system and perceive managers of the state resources to be
honest and trustworthy in handling their resources. To the extent that an individual
believes their tax revenues will be put to judicious use, such an individual is likely to reci-
procate by paying their taxes due to trust in the authorities (Alemika, 2004). Empirically,
this finding is consistent with existing studies (Chai et al., 2011; Mohseni & Sreenivasan,
2014), which assert that taxpayer’s perception towards the government or tax authority is
an important predictor of tax compliance intention.

Conclusion

The primary focus of this study was to investigate the key predictors of tax compliance
intention among selected self-employed individuals working in the informal sector in
Ghana. Relying on the extended version of the Theory of Planned Behaviour, we exam-
ined the effect of attitude, subjective norm, perceived behaviour control and moral obli-
gation on tax compliance intention of our target respondents. Additionally, we
controlled for the effect of perceived tax complexity, antecedent-based intervention strat-
egies and trust on tax compliance intention of individuals. We analysed these objectives
structurally using the Partial Least Square based Structural Equation Modelling tech-
nique. Our structural model results not only provide sufficient support for our predicted
hypotheses, but also, most importantly, highlight some relevant issues that should be of
interest to policy makers interested in promoting a voluntary tax compliance culture
among individuals working in the informal sector in particular.

We find individuals’ attitude, subjective norm and moral obligation to be positively
associated with tax compliance intention while perceived tax complexity and
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antecedent-based intervention strategies impact negatively on tax compliance intention.
Again, we find the perception of trust in terms of the tax administration system and judi-
cious use of tax revenues by the state to be a relevant predictor of tax compliance inten-
tion of individuals. This finding implies that the extent to which trust is reciprocated
between the taxpayers and tax authorities is relevant in creating a mutual and synergistic
environment for high voluntary compliance or vice versa. Our findings not only provide
support for previous empirical results, but also confirm the theoretical assumptions of
the extended TPB. Given that the intention to be tax compliant is high among the respon-
dent group (based on the descriptive analysis of the views of the respondent), an under-
standing of the dominant factors that drive this intention should be a useful starting
point in minimizing the incidence of tax non-compliance among workers in the informal
sector of the economy. For instance, given that perceived complexity and trust issues
affect tax compliance intentions, an important avenue for promoting voluntary tax com-
pliance behaviour among the self-employed is to work towards simplification of the tax
laws while improving on accountability and transparency in the use of tax revenues to the
public to inspire confidence and increase tax morale. Our results have implications for
policy makers interested in promoting responsible tax payment behaviour among self-
employed individuals in the small enterprise space. Our findings suggest that notwith-
standing how generic tax compliance appears, an understanding of the unique context
of small enterprise taxpayers (most especially the expectation gap between them and
tax authorities) is critical in designing policies that will be effective in promoting volun-
tary tax compliance.

A key limitation of this study, however, is that while standard tax policy literature clas-
sifies taxpayers into large taxpayers, medium taxpayers, and small taxpayers, this study
did not partition the respondents into these categories and, consequently, did not
control for its impact on our estimated results. Moreover, notwithstanding the fact
that the research instrument used in the study were adapted from well-known scales
in literature, the questionnaire structure offers no opportunity for the respondents’
own views on the variables of interest. Thus, respondents were made to indirectly fit
into the researchers pre-defined parameters in responding to the questions.

Based on the findings of the study and the aforementioned limitations, the following
recommendations are made for future research. Primarily, an important way to extend
the awareness on tax compliance is for future studies to examine other determinants
of tax compliance apart from those known in this study; for example, research on how
the benefits of using tax experts and motivation from tax authorities affect self-employed
individuals’ compliance behaviour. Again, future research could measure tax compliance
of the self-employed from a self-assessment perspective using medium and large tax-
payers. This is because a taxpayers’ categorization unit informs the applicable method
of assessment and hence, comparison on the compliance level among micro, small,
medium and large taxpayers may be useful to the tax compliance literature. Finally,
future studies could consider the mediating role of trust in examining the relationship
between the factors in this study and tax compliance intention.
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