THE IMPACT OF TAXPAYERS’ PERCEPTION OF GOOD
GOVERNANCE ON VOLUNTARY TAX COMPLIANCE IN
LAGOS STATE, NIGERIA

BY

ADEYEYE, GBADE BABATUNDE
B. Sc. (Hons.) Accounting (1998); M.Sc. Accounting (2000) (UNILAG)

A Thesis in the Department of Accounting

Submitted to the School of Postgraduate Studies in partial fulfilment of the
requirements for the award of the Degree of

DOCTOR OF PHILOSOPHY (Ph.D.)

OF THE

UNIVERSITY OF LAGOS, NIGERIA

JUNE 2013



SCHOOL OF POSTGRADUATE STUDIES
UNIVERSITY OF LAGOS

CERTIFICATION
This is to certify that the Thesis:

“THE IMPACT OF TAXPAYERS’ PERCEPTION OF GOOD
GOVERNANCE ON VOLUNTARY TAX COMPLIANCE IN LAGOS
STATE, NIGERIA”

Submitted to the School of Postgraduate Studies
University of Lagos

For the award of the degree of
DOCTOR OF PHILOSOPHY (Ph.D.)
Is a record of original research carried out

By

ADEYEYE, GBADE BABATUNDE
in the Department of Accounting

AUTHOR’S NAME SIGNATURE DATE
"""" ISUPERVISOR'SNAME ~ SIGNATURE  DATE
"""""" 2 SUPERVISOR'SNAME ~ SIGNATURE  DATE
"""""" 3 SUPERVISOR'S NAME ~ SIGNATURE  DATE
"""""" I INTERNALEXAMINER ~ SIGNATURE  DATE
"""" 2 INTERNALEXAMINER ~ SIGNATURE ~ DATE
"""" EXTERNALEXAMINER  SIGNATURE ~ DATE

SPGS REPRESENTATIVE SIGNATURE DATE



DECLARATION

This declaration is made by me with utmost good faith, that I am the sole author of this research
study, and that it has not been previously presented with respect to application for a higher
degree in any higher institution in Nigeria or elsewhere.

Therefore, in the light of the above, | authorise the University of Lagos to lend the Thesis to
other institutions or individuals who may require it for the purpose of advancement in knowledge

through scholarly research.

Author’s Name Signature Date



DEDICATION

This research work is dedicated, first and foremost, to the Lord, God, Almighty, the
merciful, omnipresent, omniscient and omnipotent;

and
To my dear lovely and exemplary wife, Chief (Mrs.) Olabode Ajoke Adeyeye
and
our lovely and adorable children:
Adeyemi Mobolaji Akanni,
Adebowale Abimbola Atanda,

Adeshola Olajide Akande,

and

Aderonke Ajibola Abike.



ACKNOWLEDGEMENTS

To God is the glory. First and foremost, my sincere gratitude goes to God Almighty, the
beginning and the end of all things in life, who spared my life and gave me the hope,
opportunity, rear privilege and wisdom to successfully overcome the challenges associated with
the completion of my doctoral programme in Accounting at the University of Lagos.

Without the assistance, physically, morally and financially; and unrelenting efforts of some
people, whom God used for me from the commencement of my Ph.D. programme to its
completion, it would have been a very difficult, if not an unattainable venture for me. Many
people contributed greatly to the success of this research work, | therefore, with all sincerity of
purpose, gratefully acknowledge their support.

My special and sincere thanks go to my supervisors: Dr. Simon Sunday Aso Arowomole
(Distinguished Fellow), Dr. Olatunde Julius Otusanya and Dr. Semiu Babatunde Adeyemi. |
remain ever indebted to Dr. Simon Sunday Aso Arowomole, an indefatigable, shrewd and
uncompromising teacher, whose understanding, tutelage and encouragement together with his
fatherly inspiration and financial support saw me through in my Ph.D. programme. Sir, you are
an epitome of a truly loving father, | salute and appreciate you. Dr. Olatunde Julius Otusanya,
my immediate past Acting Head of Department, demonstrated high sense of commitment and
brotherly love to me. He is always ready to assist and give appropriate advice as the need arises.
In deed, I am grateful to you for your encouragement and | sincerely appreciate you. | pray that
God Almighty will bless and reward you abundantly. | thank you very much. | cannot but
remember my former Acting Head of Department, who is also one of my supervisors, Dr. Semiu
Babatunde Adeyemi whose critical analysis of academics gingered my resolve to continue with
my Ph.D. programme. | appreciate you and thank you so much.

My special thanks and appreciation go to my current Acting Head of Department, Dr. (Mrs.)
Solabomi Omobola Ajibolade, an astute and meticulous academic of good repute, for her
painstaking and constructive criticism of my research work, which no doubt added value to the
thesis. May God bless you ma. | sincerely appreciate and respectively thank Professor Babatunde
Omoniyi Ogundele and Mrs. Catherine A. Ajayi; who together with Dr. Simon Sunday Aso
Arowomole first started to tutor me and saw me through the completion of my M.Phil
programme and my subsequent transfer to the Ph.D. programme. Although, Professor Babatunde
Omoniyi Ogundele and Mrs. Catherine A. Ajayi have retired from the service of the University
of Lagos, they are not tired to give me the necessary advice, encouragement and moral support
needed to bolster me on my Ph.D. programme. For all of these, | am very grateful and | remain
indebted to the two of them. | also appreciate our former Head of Department and former Dean
of the Faculty of Business Administration, Professor Eddy Olajide Omolehinwa for giving me
moral support and encouragement.

My deepest gratitude goes to the immediate past Dean of the Faculty of Business Administration,

Professor Benjamin Emukufia Akpoyomare Oghojafor, who continually encouraged me to

pursue and get my Ph.D., as that is the only way to be relevant in the academics. He once

challenged me that he was not going to allow me rest until 1 get my Ph.D. He made good his

threat by always asking me about the progress of my work anytime and anywhere he saw me, to
Vv



the extent that | used to dodge him. Today, | am proud of him because the challenge he gave me
became one of the pillars of success in my Ph.D. programme. Our Dean, your moral and
financial support for me in the course of my Ph.D. programme is immeasurable. | pray that God
Almighty will reward you and your entire family abundantly. Thank you Sir.

My profound gratitude also goes to the current Dean, Professor Rasheed Kolawole Ojikutu, who
immensely contributed to the success of this research work. His fatherly advice and suggestions
cannot be quantified. He was never tired to review my work and offered relevant advice which
assisted in producing a quality thesis. | thank you Sir. | remember Dr. Joseph Oluwaseun Ige, a
former Co-ordinator of the Department of Accounting for his brotherly advice and
encouragement on my Ph.D. work. I say a big thank you Sir and God bless. My appreciation and
thanks also go to Dr. Adedeji Ishmael Adeleke who took time out of his busy schedules to go
through my work and offered relevant suggestions with respect to the analysis of my data. |
thank you so much. | also thank Dr. Sunday Ayoola Oke of the Department of Mechanical
Engineering for his words of encouragement and advice.

I cannot quantify the contributions and co-operation of my academic colleagues in the
Department of Accounting towards the success of my research work. They include: Mr. Samuel
Olunlade Adelaja, Mr. Emmanuel Kayode Akerele, Mr. Joseph Babatunde Akeju (Josseylad),
Mrs. Jumoke Omowunmi Ogunleye, Mr. Gabriel Damilola Fagboro, Mr. Okwy Peter Okpala,
Mrs. Marte Olayinka Uadiale, Mr. Arthur Avwokeni, Miss Oluwabunmi Atinuke Ogunmeru and
Mr. Mohammed Kayode Ajape. | appreciate and thank you all. I am also appreciative of the
support that | received from the following non-academic staff in the Department of Accounting:
Miss Esther Joy Owah, Mrs. Oluwatosin Jane Ossai, Mrs. Veronica Avbenake, Mrs. Shakirat
Oshingbelu, Mr. Muritala Okikiola, Mr. Uka, Mrs. Oluwatoyin Olawunmi Olokooba, Mrs.
Deborah Alaba Awonusi and Miss Adenike Okulaja. | thank all of you for having a role to play
in one way or the other, in my life.

I express my profound gratitude to the following elders, our fathers and mothers, and senior
colleagues in the Faculty of Business Administration: Professor Dafe Otobo, Professor Simbo
Adenuga Banjoko, Professor Wilfred lloba lyiegbuniwe, Professor Sola Fajana, Professor
Sunday lkechukwu Owualah, Professor (Mrs.) Esther Oluwafunmilayo Adegbite, Professor
Oladeji Popoola, Professor Olusegun R. Ayorinde, Professor Ade Ibiwoye, Prof. Rufus Ayodeji
Olowe, Dr. John Emeka Ezike, Professor Joseph Nnamdi Mojekwu, Dr. Gabriel Olamitimbo
Melodi, Dr. Chris Obisi, Dr. Emmanuel Olateju Oyatoye, Dr. Owolabi Lateef Kuye, Dr. Dallah
Hamadu, Dr. Peter Chuks lyiegbuniwe, Dr. (Mrs.) Bolajoko Nkemdinim Dixon-Ogbechi, Dr.
(Mrs.) Nwanneoma Rita Obaji, Dr. Oluseyi Shadare, Dr. Musa Adebayo Obalola, Dr. Tajudeen
Olalekan Yusuf, Dr. (Mrs.) Rosemary Adisetu Danesi. Dr. (Mrs.) Oluwakemi Ayodeji Owoyemi,
Dr. Francis Chukwudike Anyim, Dr. Olaoluwa Joseph Oluwafemi, Dr. (Mrs.) Folake Feyisayo
Olowokudejo, Dr. Abraham Bisi Alabi-Labaika, Dr. (Mrs.) Uchechi Chioma Onokala, Dr.
Olusoji James George, Dr. Peter Kunle Adeoye Ladipo (P.K.A), Dr. Bankole Abiola, Dr. Sunday
Abayomi Adebisi and Dr. Akeem Akinwale.

Vi



My other colleagues in the Faculty of Business Administration who are worthy of mentioning
include: Mr. Aderemi Sulaiman Adeleye, Mr. O. Augustine Isimoya, Mr Timothy Chidi
Obiwuru, Mr. Maurice Okey Ndubuisi (Late), Mr. Michael Sunday Oriola, Mr. Olukayode
Oyebanji Oyewale, Mr. Abass Akanni Shiro, Mr. Charles Ifeanyi Onyeiwu, Mr. Olufemi
Babatunde Oke, Mr. Oladipupo Titilayo Bashorun, Mr. Ikponmwosa Noruwa Abu, Mr. Cyril
Oseloka Ikemefuna (Late), Mr. Sunday Adekunle Aduloju, Mr. Ekundayo Badejo, Mr. Paul
Olusiji Ogunyomi, Mr. Odogwu Christopher Chidi, Miss Adejoke Yemisi Ige, Mrs. Mariam
Gbajumo-Sheriff, Mr. Sikirulahi Tunde Elegbede, Mr. Lukman Abolaji Ajijola, Mr. Godson
Chukwunwike Mesike, Mr. Ashim Babatunde Sogunro, Mr. Uche Amara Ibekwe, Mr. Charles
Ighedoise Omoera, Mr. Olufemi Olabode Olayemi, Mr. Adebola Glorious Adekoya, Mr. J. S.
Okonji, Mrs. Titilayo Comfort Ogunyemi, Mr. Olamitunji Osimen Dakare, Mr. Kenneth
Olisaemeka Ikenwa, Mr. O .T. Olufayo and Mr. Oluseyi Olasoji Sode. | thank you all for your
contribution in one way or the other to my academic success. God bless you all.

| also acknowledge the contributions of my colleagues on the Ph.D. programme, whom we
shared thoughts, ideas and experiences together during the course of this research work. They
include: Mr. Samuel Olunlade Adelaja, Mr. Gilbert Dehinde Ifarajimi, Dr. Temitope Olamide
Fagbemi, and particularly, Dr. Opeyemi Akinniyi, who was never tired to render assistance to me
anytime she was called upon for such. Opeyemi, | thank you so much in particular and |
appreciate all of you in general. | should not forget to thank my big brother, Chief Dr. John
Abidemi Johnson (JAJ) who encouraged and supported me financially and morally to commence
and conclude my Ph.D. programme. | thank you so much sir.

My appreciation also goes to those who offered me assistance in gathering data for this research
work. In this respect, my special thanks go to the following wonderful people: Mr. Bicci Alli,
Board Secretary, Lagos State Board of Internal Revenue; Mr. Kehinde Aderibigbe, Director of
Finance, Lagos State Internal Revenue Service; Mrs. Shakirat Adepeju Babatunde, Director of
Accounts, Lagos State Ministry of Justice; Mr. Olaniyi Popoola and Miss Beauty Ipaye, both of
the Lagos State Internal Revenue Service. Mr. Amonia Korubo and Mr. John Tite, both of them,
tirelessly assisted in the administration of my questionnaire; Mr. Solomon Oluwole Olufemi
Alabi is also appreciated for giving me solidarity. Lastly, Mr. Biodun Sulaimon of the Lagos
State Internal Audit who assisted in no small measure, in getting some relevant information for
the research work.

My profound gratitude goes to my loving and accommodating parents; my late father, Chief
Emmanuel Adebisi Ajani Adeyeye was an exemplary disciplined leader who imbibed in me the
culture of discipline, hard work, self-determination, self-control, perseverance, dedication to just
courses and fairness to all people. How | wish I could have obtained my Ph.D. during your life-
time. My sweet mother, Chief (Mrs.) Rebecca Mogbonjubola Arinke Adeyeye exemplifies the
quality of motherhood. She always stood by me, come rain or sun-shine, and tirelessly shared my
concerns. She had been very interested in my educational advancement, right from my formative
years, thus her moral, financial and spiritual support, and fervent prayers culminated in my
educational success. Mama, | pray that what my father was not able to enjoy from his children
during his life-time, you will live to enjoy them in abundance with good health. By the special
grace of God Almighty, mama, you will reap the good fruits of your labour.
vii



The support by my dearest loving wife, Chief (Mrs.) Olabode Ajoke Adeyeye cannot be under-
estimated. She stood by me like a solid rock during the cause of my educational travails, by
indefatigably supporting me morally, financially and spiritually. She was never tired to
encourage me to work hard towards the attainment of my Ph.D. My dear | thank you for always
being there for me. | acknowledge the support and encouragement enjoyed from my siblings:
Sunday Adebiyi Akanmu Adeyeye, Adesoji Akanji Adeyeye, Adebayo Abefe Adeyeye,
Adeyinka Aremu Adeyeye, Adedoyin Abeke Olanubi and late Folashade Ajike Osho. | pray that
God Almighty will reward those of you living abundantly, while praying for the late to have
eternal rest in the bosom of God Almighty.

Lastly but not the least, | appreciate and remain most grateful to my children: Adeyemi Mobolaji
Akanni, Adebowale Abimbola Atanda, Adeshola Olajide Akande and Aderonke Ajibola Abike.
Their understanding, discipline, good comportment, co-operation and encouragement motivated
me to complete this study. | thank all of you and pray that God Almighty will give you the
strength, power, knowledge and wisdom to excel in your educational pursuits.

Babatunde Gbade Adeyeye

viii



TABLE OF CONTENTS

Page

TITLE i
CERTIFICATION i
DECLARATION iii
DEDICATION iv
ACKNOWLEDGEMENTS v
TABLE OF CONTENTS iX
LIST OF TABLES Xii
LIST OF FIGURES %
LIST OF APPENDICES XV
ABSTRACT XVi
1.0 CHAPTER ONE: INTRODUCTION 1
11 BACKGROUND TO THE STUDY 1
1.2 STATEMENT OF THE PROBLEM 13
1.3 AIM AND OBJECTIVES OF THE STUDY 15
1.4 RESEARCH QUESTIONS 16
15 HYPOTHESES AND ORGANOGRAM OF THE RESEARCH PROBLEM 17
1.6 SIGNIFICANCE OF STUDY 20
1.7 DEFINITION OF TERMS 22
1.8 SCOPE OF THE STUDY 25
1.9 PLAN OF THE STUDY 26
2.0 CHAPTER TWO: LITERATURE REVIEW 27
2.1 CONCEPTUALISATION OF TAX COMPLIANCE 28
2.2 TAX AVOIDANCE AND TAX EVASION 41
2.3 THE ROLE OF TAX MORALE IN VOLUNTARY TAX COMPLIANCE 59
2.4 GOOD GOVERNANCE AND TAX COMPLIANCE 63
2.5 EFFICIENT AND EFFECTIVE TAX ADMINISTRATION 97
2.6 EFFICIENT AND EFFECTIVE TAX LAWS AND TAX POLICIES 102
2.7 SOCIO-ECONOMIC CONSIDERATIONS 114
2.8 THEORETICAL FRAMEWORK 116
2.9 CONCEPTUAL MODEL 122
2.10 PRIOR STUDIES OF TAX COMPLIANCE BASED ON THE THEORY OF

PLANNED BEHAVIOUR (TPB) 127
2.11  OVERVIEW OF TAX POLICY AND TAX ADMINISTRATION IN

LAGOS STATE, NIGERIA 130

2.12 SUMMARY OF GAPS IN LITERATURE 138



3.0

3.1
3.2
3.3
3.4
3.5
3.6
3.7
3.8
3.9
3.10

4.0
4.1
4.2
4.3
4.4

4.5

4.6

4.7

4.8
4.9
5.0

5.1
5.2

CHAPTER THREE: RESEARCH METHODS AND METHODOLOGY

RESEARCH DESIGN

POPULATION

AREA OF STUDY

SAMPLE AND SAMPLING TECHNIQUES

DATA COLLECTION

RESEARCH INSTRUMENT

MEASUREMENT OF VARIABLES

VALIDATION OF RESEARCH INSTRUMENT

FORMULATION OF ECONOMETRIC MODEL FOR THE STUDY
LIMITATIONS OF THE RESEARCH METHODS USED

CHAPTER FOUR: ANALYSIS OF DATA AND PRESENTATION OF
RESULTS

ADMINISTRATION OF THE QUESTIONNAIRE

DEMOGRAPHIC DATA ANALYSIS

DESCRIPTIVE AND INFERENTIAL ANALYSIS OF TAXPAYERS’
PERCEPTION OF THE COMPONENTS OF GOOD GOVERNANCE
FURTHER DESCRIPTIVE ANALYSIS OF SOCIO-ECONOMIC
CONSIDERATIONS AND VOLUNTARY TAX COMPLIANCE
SYMMETRIC STATISTICS ANALYSIS OF SOCIO-ECONOMIC
CONSIDERATIONS AND VOLUNTARY TAX COMPLIANCE
REGRESSION ANALYSIS (PLUM — Ordinal Regression) AND CORRELA-
TIONS FOR THE COMPONENTS OF GOOD GOVERNANCE AND
VOLUNTARY TAX COMPLIANCE

ANALYSIS OF THE MEAN INDICES FOR THE COMPONENTS OF
GOOD GOVERNANCE AND VOLUNTARY TAX COMPLIANCE
INVESTIGATION OF THE EFFICACY OF THE THEORY OF PLANNED
BEHAVIOUR IN RELATION TO VOLUNTARY TAX COMPLIANCE IN
LAGOS STATE, NIGERIA

SUMMARY OF THE RESULTS OF THE PLUM-ORDINAL REGRESSION
AND CONCEPTUAL MODEL OF THE STUDY

CHAPTER FIVE: DISCUSSION OF FINDINGS AND IMPLICATIONS
FOR TAX MANAGEMENT

DISCUSSION OF FINDINGS
IMPLICATIONS OF FINDINGS FOR TAX MANAGEMENT

140
141
142
143
144
146
151
152
156
162
163
165

165
166

170

193

202

204

209

212

227

234

234
240



6.0

6.1
6.2
6.3
6.4
6.5
6.6

CHAPTER SIX: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

SUMMARY
CONCLUSION
RECOMMENDATIONS

CONTRIBUTIONS TO KNOWLEDGE

LIMITATIONS

SUGGESTIONS FOR FUTURE RESEARCH EFFORTS

REFERENCES
APPENDICES

Xi

244
244
252
255
261
263
266
268
293



LIST OF TABLES

Table Title Page
3.1 Rate of Responses to the Questionnaire by Category of Trades 148
3.2 Rate of Usable Responses to the Questionnaire by Category of Trade in Each Local

Government Area of Lagos State 150
3.3 Instrument Reliability Indices (Statistic) 158
4.1  Summary of Distribution of Questionnaire and Responses by Local Government

Areas 166
4.2 Demography of Respondents 169
4.3  The Impact of Taxpayers’ Perception of Government’s Accountability and

Transparency on Voluntary Tax Compliance 171
4.4  Correlation for Accountability and Transparency with Voluntary Tax Compliance 172
4.5 Pseudo R-Square for Research Question 1 172

4.6 PLUM-Ordinal Regression Model Fitting Information for Research Question 1 173
4.7  The Impact of Taxpayers’ Perception of Reduction in Fiscal Corruption on

Voluntary Tax Compliance 175
4.8 Correlations for Reduction in Fiscal Corruption with Voluntary Tax Compliance 176
4.9 Pseudo R-Square for Research Question 2 176

4.10 PLUM-Ordinal Regression Model Fitting Information for Research Question 2 177
4.11 The Impact of Taxpayers’ Perception of Efficient and Effective Tax Administration

on Voluntary Tax Compliance 178
4.12 Correlations for Efficient and Effective Tax Administration with Voluntary Tax

Compliance 181
4.13 Pseudo R-Square for Research Question 3 182

4.14 PLUM-Ordinal Regression Model Fitting Information for Research Question 3 182
4.15 The Impact of Taxpayers’ Perception of Efficient and Effective Tax Laws and Tax

Policies on Voluntary Tax Compliance 185
4.16 Correlations for Efficient and Effective Tax Laws and Tax Policies with VVoluntary

Tax Compliance 186
4.17 Pseudo R-Square for Research Question 4 187

4.18 PLUM-Ordinal Regression Model Fitting Information for Research Question 4 187
4.19 The Impact of Taxpayers’ Perception of Socio-economic Considerations on

Voluntary Tax Compliance 190
4.20 Correlations for Socio-economic Considerations with VVoluntary Tax Compliance 191
4.21 Pseudo R-Square for Research Question 5 192

4.22 PLUM-Ordinal Regression Model Fitting Information for Research Question 5 192
4.23 Crosstabulation for Average Income Generated Per Month and Voluntary Tax
Compliance 196
4.24 Crosstabulation for Average Tax Paid Per Annum and Voluntary Tax Compliance 199
4.25 Symmetric Measures for Average Income Generated Per Month Versus Voluntary

Tax Compliance 203
4.26 Symmetric Measures for Average Tax Paid Per Annum Versus Voluntary Tax

Compliance 203
4.27 Pseudo R-Square for Research Questions 1-5 204

XIl



4.28
4.29

4.30

431

4.32

4.33
4.34
4.35

4.36
4.37
4.38
4.39

4.40
441
4.42
4.43

4.44
4.45
4.46
4.47
4.48
4.49
4.50
451
5.1

PLUM-Ordinal Regression Model Fitting Information for Research Questions 1-5 205

Nonparametric Correlations for the Components of Good Governance and
Voluntary Tax Compliance

Mean Indices of the Impact of Taxpayers’ Perception of Good Governance on
Voluntary Tax Compliance

The Influence of Taxpayers’ Attitude Towards Tax Compliance on Tax
Compliance Intention

Correlations for Attitude Towards Tax Compliance With Tax Compliance
Intention

Pseudo R-Square for Research Question 6

Plum-Ordinal Regression Model Fitting Information for Research Question 6
The Impact of Taxpayers’ Perception of Subjective Norms on Tax Compliance
Intention

Correlations for Subjective Norms With Tax Compliance Intention

Pseudo R-Square for Research Question 7

Plum-Ordinal Regression Model Fitting Information for Research Question 7
Influence of Perceived Behavioural Control on Tax Compliance Intention in
Lagos State

Correlations for Perceived Behavioural Control with Tax Compliance Intention
Pseudo R-Square for Research Question 8

Plum-Ordinal Regression Model Fitting Information for Research Question 8
The Impact of Taxpayers’ Tax Compliance Intention on Voluntary Tax
Compliance

Correlations for Tax Compliance Intention With Voluntary Tax Compliance
Pseudo R-Square for Research Question 9

Plum-Ordinal Regression Model Fitting Information for Research Question 9
The Impact of Perceived Behavioural Control on Voluntary Tax Compliance

Correlations for Perceived Behavioural Control With Voluntary Tax Compliance

Pseudo R-Square for Research Question 10
Plum-Ordinal Regression Model Fitting Information for Research Question 10

206

210

213

214
214
215

216
217
217
218

219
220
220
221

222
223
223
224
225
226
226
227

Plum-Ordinal Regression Model Fitting Information for Research Hypotheses 1-10 228

Summary of Propositions and Results of Findings

Xiii

243



LIST OF FIGURES

Figure Title

1.1 Organogram of the Research Problem

2.1 Characteristics of Tax Authority and Taxpayer attitudes to Compliance

2.2 Schematic Diagram of the Modified Theory of Planned Behaviour

2.3 Proposed Model for Studying the Impact of Taxpayers’ Perception of Good
Governance on Voluntary Tax Compliance in Nigeria

4.1 Outcome of the Analysis of the Model for Studying the Impact of Taxpayers’

Perception of Good Governance on Voluntary Tax Compliance in Nigeria

Xiv

Page
19
105

121

126

230



APPENDICES

No. Title
1 Research Questionnaire
2 Legislations Administered By the Federal Inland Revenue Service

3 Average Income Generated by Respondents Per Month from trade
4 Average Tax Paid by Respondents Per Annum

5 When last Tax was paid by Respondents

6 How and where Respondents pay Tax

7 Number of Apprentices under Respondent’s Supervision

8 Lagos State Internally Generated Revenue (IGR) Trend from 2005 — 2011

XV

Page
293
298
299
299
299
300
300

301



ABSTRACT

Good governance has been suggested in the literature, to be very crucial to taxation and tax
compliance. It has been argued that tax compliance will improve if there is accountability and
transparency in the way public funds are managed by elected leaders. This argument appears to
suggest that “good governance” by those saddled with the responsibility of managing the
resources of any nation is key to voluntary tax compliance. These challenges informed the
concern of this study to examine the “impact of taxpayers’ perception of good governance on
voluntary tax compliance”. This study is anchored on the theory of planned behaviour (TPB)
because it is considered an appropriate theoretical framework with the tendency of providing a
better understanding of taxpayers’ intention and behaviour toward voluntary tax compliance in
Nigeria. Both primary and secondary sources were used to gather data for this study.
Furthermore, the study adopted a cross-sectional survey approach with the use of a structured
questionnaire for the primary data. A population of 11,900 tradesmen and artisans, belonging to
seventeen trade associations in the twenty constitutionally recognised local government areas of
Lagos State was established. A sample size of 3,400 participants was randomly selected from
these groups of taxpayers and a 64% usable response rate was achieved. Cronbach alpha values
of above 0.70 for each of the variables suggest good reliability indices. Descriptive statistics,
regression analysis, correlation analysis, Chi-square and Cross-tabulation statistics were used
to analyse the data gathered for the study. The outcome of the study suggests that all the
components, representing good governance in this study (accountability and transparency,
reduction in fiscal corruption, efficient and effective tax administration, efficient and effective tax
laws and tax policies, and socio-economic considerations) have varying degrees of relationship
with voluntary tax compliance and that the relationships are significant at p<0.01. However,
taxpayers’ perception of socio-economic considerations has the most outstanding relationship
with voluntary tax compliance, with correlation coefficient, r = 0.789 at p<0.01 and coefficient
of determination, rz2 = 0.569 (= 57%). Empirical evidence from this study suggests that good
governance, represented by all the independent variables combined, has greater impact on the
dependent variable than any of the individual independent variables. Findings from this study
form the basis for providing some recommendations (such as redirection of taxing efforts to the
informal sector and up-holding and sincere practice of good governance) aimed at improving
voluntary tax compliance in Nigeria.
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