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ABSTRACT

Article History:

Literature indicates that there are four dimensions of tax fairness: horizontal equity, vertical equity,
exchange equity, and procedural fairness. Although research suggests that compliance usually
increases with tax fairness, this study sought to uncover the individual impact of each dimension of
tax fairness on different perspectives of compliance. Using survey data obtained from medium and
large corporate
corporate taxpayers in Kenya and employing a structural equation modelling technique, we find
that procedural fairness is significant in influencing tax compliance among business taxpayers in
Kenya. However, its different measures impact on the various dime
dimensions of tax compliance
differently. We also find that the different dimensions of tax compliance are influenced differently by
the control variables. As such, policies to enhance compliance in Kenya would require a multi
multi-faceted
approach that critically takes on board what has traditionally been considered as tax fairness
measures since some measures in fact worsen compliance levels, contrary to expectations.
measures-since

th

Received 15 August, 2017
Received in revised form
09th September, 2017
Accepted 14th October, 2017
Published online 30th November, 2017

Key words:
Tax compliance behaviour,
Tax fairness, Structural Equation
Modelling, Demographic characteristics,
Kenya.

Copyright©2017, Farida Abdul. This is an open access article distributed under the Creative Commons Attribution License, which permits unrestricted use,
distribution, and reproduction in any medium, provided the original work is properly cited.
Citation: Farida Abdul, 2017. “Effect
Effect of tax system fairness on tax compliance behaviour of corporate taxpayers in Kenya
Kenya”, International Journal of Current
Research, 9, (11), 60790-60803

INTRODUCTION
The problem of noncompliance is a concern internationally and
poses a challenging problem for policy makers, tax authorities
and ultimately for society (McKerchar, 2001). Although taxes
are central to the development agenda of Kenya,
noncompliance remains a threat to the achievement of the
country’s tax revenue targets. Non-compliance
compliance represents
lower revenue and results in a serious loss to governments and
may also create an unfair burden on honest taxpayers leading
to disrespect for the tax system. A higher-level
high
of tax
compliance is more sought after in the immediate term in
developing countries, as the need for efficient government and
the need for publicly provided goods and services are greater
in these countries compared to developed countries.
Nonetheless,
eless, the level of tax compliance in developing
countries is generally lower than that of developed countries
(Blackwell, 2000) To reduce noncompliance, deterrence has
been the most widely utilized policy instrument of choice used
by most tax authorities (Schneider, 2011). However a number
of studies have acknowledged that enforcement is costly, and
that most tax authorities have limited resources to address the
scale of noncompliance in their respective tax jurisdictions
(McKerchar, 2001; Frey, 2003). Consequently,
sequently, there is an
*Corresponding author: Farida Abdul,
Department of Accounting and Finance, School of Business, Kenyatta
University, Kenya.

increasing need for tax researchers to focus on behavioural
determinants of tax compliance, rather than rely on the
traditional models, in order to better understand and address
noncompliance in the current tax environment. Tax compliance
can be broadly defined to mean a condition where taxpayers
comply with the tax law (James and Alley, 2000) or generally
described
escribed to imply a situation when “...taxpayers file all the
required tax returns at the proper time and the returns
accurately report tax liability in accordance with the rules,
regulations and Court decisions applicable at the time at which
the returns are filed” (Roth, Scholz and Witte; 1989). This
study adopts this definition because it takes into account four
basic tax compliance obligations, which include: i) registering
for tax purposes; ii) submitting a tax return when legally
obliged to do so; iii)
i) disclosing all taxable income and making
a proper claim for deductions on the tax return; and iv) settling
the assessed tax by due dates (OECD, 2008). Models that
explain tax compliance behaviour can be divided into two
groups, economic and non-economic
economic models. The economic
theoretical models identify several factors that affect tax
compliance behaviour, including opportunity to evade,
deterrence, and detection rates (Joulfaian and Rider, 1998;
Porcano, 1988; Park and Hyun, 2003; Alm and McKee, 2006;
Slemrod,
mrod, 2007). The implication of these models is that when
there are low audit probabilities and low penalties, the
tendency for evasion will be higher, while if there is a high
tendency for detection and penalties are severe, fewer people

60791

Farida Abdul, Effect of tax system fairness on tax compliance behaviour of corporate taxpayers in Kenya

will evade taxes (Fjeldstad et al., 2012). However, the
economic models have been criticized for predicting general
substantial noncompliance beyond what is obtainable in reality
(Slemrod, 2007). Rethi (2012) and Slemrod (2007) observed
that despite of the existence and use of audits and penalties, tax
evasion has remained, and continuously pose significant
threats to countries’ economies, through loss of revenue. Apart
from the limitations noted above, the deterrence models have
also faced criticism for failing to consider behavioural factors
such as attitudes, perceptions, and moral judgments (Lewis,
1982); and for neglecting the fact that tax compliance takes
place in a social context (Rethi, 2012).

Research Objectives
The broad objective of this study to establish how tax fairness
and firm-level demographic factors influence tax compliance
behaviour in Kenya by focusing on an important group of
taxpayers in Kenya- the business taxpayers.
Specifically, the study:
i.

ii.
Several non-economic factors have been identified as having
an effect on tax compliance. Fairness, complexity, subjective
norms and attitudes have been identified as important
determinants of tax compliance behaviour (Beck et al., 1991;
Porcano, 1988; Ajzen, 1991; Orviska and Hudson, 2002).
Behavioral factors are however difficult to study as they are
affected by several demographic factors such as age, gender
and religiosity. Thus what helps one population may be a
deterrent to another (Torgler, 2003). This could be the reason
for the inconsistence in findings of several studies where
certain studies, Sapiei, Kasipillai and Eze (2014) found certain
demographic factors as significant while others such as Jabbar
(2008) found factors such as business age, and industry sector
to be inconclusive. Behavioral factors are more difficult to
study due to the unavailability of data to confirm research
findings. Certain factors such as attitudes, education,
subjective norms, etc, have been found to be significant but to
what extent these factors affect compliance is a question which
cannot be answered without actual compliance data (Jabbar,
2008). Most of the previous tax compliance studies have
largely been conducted in developed countries mainly in the
US, UK and Australia. There is still very little literature on tax
compliance behaviour in Africa particularly regarding
corporate taxpayers. It is suggested that the reason for the lack
of tax compliance studies could be due to the differences
between tax systems in developed and less developed countries
(Bird et al., 2008, p. 57). Some of the factors identified in
these studies are relevant for African countries but there is a
need to identify specific variables using data in African
countries to help tax authorities to tailor-make policies to suit
their own countries. In addition previous studies have focused
more on the individual rather than the corporate taxpayer.
However, several tax researchers (Rice, 1992; Slemrod, 1997;
Joulfaian, 2000) have acknowledged that prior tax compliance
studies on individuals provide a formal framework for the
analysis of corporate tax compliance decisions. Kamdar
(1997) argues that further work is necessary before drawing
any conclusion on corporate tax compliance behaviour. In
addition, Chan & Mo (2000) claim that as corporate noncompliance requires multiple parties to behave strategically,
evidence on individual tax noncompliance behaviour cannot be
directly extrapolated to corporate tax behaviour. More
appropriate, non-human factors, applicable to the corporate
taxpayer, such as business profile, business size, industry and
financial performance measures should be considered (OECD,
2004, p. 40).
Because of the significant contribution of corporate taxpayers
to overall revenue collected in Kenya, this study seeks to
investigate the effect of tax fairness on compliance behaviour
among this group of tax payers. This will help KRA to design
tax policies that can enhance compliance among business tax
payers.

Examines the impact of the different dimensions of
fairness of the tax system on compliance behaviour of
business taxpayers in Kenya; and
Establishes evidence on how a firm’s demographic
characteristics such as age, turnover and tax liability
influence its tax compliance behaviour.

Development of the hypotheses
Erich et al., (2006) observed that fairness perceptions can take
various forms. First, vertical fairness, asserts that taxpayers
with different economic situations should be taxed at different
rates. This would result in higher income earners paying tax at
higher rates than low-income earners. Second component is,
horizontal fairness, defined as ‘the equal treatment of equally
circumstanced individuals’. In other words, horizontal fairness
recommends that taxpayers of similar economic positions
should pay the same amount of tax. From the definition one
can assert that vertical fairness is a very subjective concept
because the rich would deem it unfair for them to pay higher
taxes just because they have higher income; they may even feel
that they are being penalized for having a higher income. On
the other hand it may be argued that in a developing country
like Kenya which is still building its infrastructure it may be
necessary to tax the rich more as the poor may not have
sufficient taxable income. In addition to vertical and horizontal
fairness, Reithel et al. (2007), identified procedural fairness
which refers to whether or not the processes accompanying
resource allocations are applied in an equitable manner, and in
a tax context refers to whether the processes used by a tax
authority are applied in an equitable manner. Another
significant fairness dimension is exchange fairness discussed
by Gilligan and Richardson (2005) and Gerbing (1988), which
represents the exchange of contribution and benefit between
taxpayers and government. This dimension of fairness holds
that taxpayers will have fair perceptions of the tax system if
the benefits received from the government are equitable
compared to their tax contributions.
Slemrod (2007) notes that tax fairness literature tends to show
a positive association between fairness and tax compliance.
However studies from different countries indicate different
results for individual fairness dimensions. Thus, a complete
understanding regarding which dimensions of fairness are
likely to impact compliance in various national contexts
remains to be achieved. Saad (2009), Kirchler et al. (2006),
Trivedi et al. (2003), and Wenzel (2002b) found a positive
association between horizontal equity and tax compliance.
Saad (2009) was set in Malaysia, Kirchler et al. (2006) and
Wenzel (2002) in Australia, and Trivedi et al. (2003) in
Canada. Vogel (1974), Maroney et al., (1998), Maroney et al.
(2002), and Kirchler (2006) found a positive association
between vertical equity and tax compliance. Saad (2009) found
no positive association. Although Saad’s (2009) results were
different, her study was Malaysian while the other studies were
set in Sweden, the United States and Australia, which suggests
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that there may be cross-national differences that impact the
association between vertical equity and compliance. Exchange
equity is positively associated with tax compliance in Vogel
(1974), Spicer and Lundstedt (1976), Scott and Grasmick
(1981), Warneryd and Walerud (1982), Wallschutzky (1984),
Porcano (1988), Alm et al. (1992), Maroney et al. (2002), Kim
(2002), King and Sheffrin (2002), Wenzel (2002b), and
Richardson (2006b). There was no significant positive
association between exchange equity and tax compliance in
Mason and Calvin (1978), Keenan and Dean (1980), and Saad
(2009). Again the results could be affected by national
differences. The existing literature, which has been examined
in various countries other than Kenya, demonstrates that
procedural fairness is positively associated with tax
compliance in Porcano (1988), Worsham (1996), Wenzel
(2002b), Murphy (2004a), and Murphy (2004b). Thus from the
above literature one can hypothesize that tax fairness (as
measured by the four constructs are positively correlated with
tax compliance.

turnover of Kshs.750million and above. As of 1st May 2016,
1,315 companies were registered as large tax payers. Medium
sized companies (MTOs) as defined by KRA as those
companies with an annual turnover of between Ksh.300
million and Kshs.750 million per annum. In this study a
stratified sample of 100 companies is used. The choice of 100
firms is motivated by the choice of the modelling and analysis
strategy that the study intends to use, i.e. the structural
equations modelling that performs best with at least 100 cross
sections (Farrington, 2009). In this regard, and based on the
proportions of the firms in the total population, the study
obtained responses from 50 large-sized firms and 50 mediumsized firms. A semi structured questionnaire is then used to
collect data. The validity and reliability of the questionnaire
was established using the Cronbach coefficient (alpha). A
Cronbach coefficient alpha (CA) of 0.70 or above is
considered good reliable while one of 0.80 is considered even
better. Likewise, when Cronbach coefficient alpha is between
0.60 and 0.70, it is only acceptable if other indicators are good.

Corporate characteristics and compliance behavior

Data Analysis

The few studies which have been conducted on corporate tax
payers have concluded that non-human factors applicable to
corporate taxpayers need to be considered. Factors such as
business profile-sector, legal structure of firm, age, size,
industry and economic elements (OECD, 2004, p. 40) may
have an influence on corporate compliance. The first empirical
study on corporate tax compliance was conducted by Rice
(1992), who examined data of small corporations (with assets
of between US$1 and US$10 million). He reported that
compliance is positively related to being a publicly traded
company, in a highly regulated industry, where such
characteristics which assure public disclosure of information
tend to encourage better tax compliance. Rice (1992) also
showed that firm size and tax compliance are not positively
related but that the higher the amount of a firm’s turnover, the
greater the reporting gap. Hanlon, Mills and Slemrod (2007)
conducted some exploratory analysis using data sets of audit
and appeal records, matched with the tax returns and financial
statements of several thousand corporations in the US. Among
other variables, the size of a company was found to be
positively correlated with non-compliance. However,
combined with other information, corporate tax noncompliance is U shaped, suggesting that medium-sized
companies have the lowest rate of noncompliance. Blackwell
(2000) examined data sets from New Mexico’s Department of
Taxation and Revenue and that found firms that are larger,
older and have less complicated tax situations are more
compliant than firms that are smaller, younger and have more
complicated tax situations. This study will examine three
demographic factors which include: size (turnover), tax
liability and length of time the company has been in business
(age). As such, we seek to test the hypotheses that there is a
positive relationship between business size (and age) and
compliance of corporate taxpayers, and that there is a negative
relationship between business tax liability and compliance of
corporate taxpayers.

Upon data collection, the quantitative data is analysed using
Structural Equation Model (SEM) program which has been
cited in literature as appropriate for testing relationships among
multiple independent and dependent constructs
(Gefen,
Straub, & Boudreau, 2000). Structural equation model (SEM)
is a multivariate approach that allows researchers to
concurrently examine both measurement and structural
components of a model by testing the relationships among
multiple independent and dependent constructs. This technique
encompasses confirmatory factor analysis, path analysis and
multiple regression components thus making it the dominant
multivariate technique in modern research (Cooper and
Schindler, 2008). The variables in SEM are measured
(observed / manifest) variables or indicators and factors (latent
variables/ constructs). The basic idea is that a latent variable or
factor is an underlying cause of multiple observed behaviours.
Factors are weighted linear combinations that are created by
the researcher and represent underlying constructs that have
been discovered. Variables and factors in SEM may be
classified as either “independent” or “dependent” variables; a
classification that is commonly based on a theoretical causal
model that may be formal or informal.

Population and sampling method
The population for this study will include two categories of tax
payers; large sized tax payers and medium sized tax payers as
classified by the Kenya Revenue Authority (KRA). Large
companies are defined by KRA as tax payers with an annual

This model generally assumes multivariate normality and
linearity of relationships between variables. It is divided into
two parts which represent stages in the analysis; the
measurement model and the structural model (that relates
latent variables to one another). The SEM model is usually
presented in a diagram where the names of measured variables
are within rectangles and the names of factors/ latent variables
in ellipses. Rectangles and ellipses are connected with lines
having an arrowhead on one (unidirectional causation) or two
(no specification of direction of causality) ends. Fig 1
illustrates the relationship between a measurement model and
the structural model in SEM framework adopted from Chin
(2009). The latent variable ξ1 is the unobserved variable
implied by the covariance among the measured block of
indicators X11, X21 and X31. Similarly, the latent variables ξ2
and ξ3 are measured by their associated observed measures;
X12& X22 and X13, X23, X33, X43& X53, respectively. The
arrows between the latent variables show the path coefficients
measuring the relations between the constructs. For this study,
there are 4 latent variables that capture the dimensions of tax
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fairness and 4 others that measure the perspectives of tax
compliance (filing of returns, tax payments, likelihood of
understating incomes and tax over-payments).

Fig. 1. Measurement and Structural Models in a SEM (Adopted
from Chin, 2009)

SEM can be estimated in two main distinct ways: via a
covariance-based SEM (or CBSEM) and Partial Least Squares
(PLS). This study uses PLS because of its relevance and
numerous advantages over CBSEM including: focus on the
prediction of the dependent variables (both latent and
observed) through maximization of the explained variance (Rsquared) of the dependent variables (thus more suited for
predictive applications and theory building or exploratory
analysis; makes no measurement, distributional or sample size
assumptions; ability to ensure that misspecification in one part
of the model will have less influence on the parameter
estimates in other parts of the model; avoids problems
associated with inadmissible solutions and factor
indeterminacy; allows working with both formative and
reflective indicators; can handle very complex models with a
large number constructs, indicators and relationships; and can
work with smaller sample sizes. However, PLS only works
with recursive (unidirectional) relationships (Baroso et al.,
2010)1. Since the objective of this study is to predict tax
compliance behaviour, the PLS approach that is predictionoriented is preferred since it offers better prediction capability
alongside the other benefits listed above. This, coupled with
the fact that this approach has rarely been used for tax
compliance studies, grants an opportunity to extend literature.

2010; and Gotz et al., 2010). In this study, we use the
individual indicators reliability and convergent reliability
measures. Indicator reliability is evaluated by examining the
loadings (correlations) of the indicators with their respective
corresponding latent variables. A commonly accepted
threshold is to accept items with loadings of 0.707 or more,
which implies that there is more shared variance between the
constructs and its measures than error variance (Hulland 1999;
Barroso et al., 2010 and Gotz et al., 2010). Chin (1998b),
however, cautions against eliminating measures with low
loadings in cases where the measures are important to the
construct. It is advisable that the only time to remove measures
with low loadings is if these measures are influenced by
additional factors, such as a method effect or some other
concept to the extent it helps minimise residual variance, as
long as other more reliable indicators exist (Chin, 2010).
Unlike in CBSEM where inclusion of additional poor
indicators will lead to a poor fit, this in PLS helps to extract the
useful available information in the indicators to create a better
construct score (Barroso et al., 2010) as long as other more
reliable indicators still exist (Chin, 2010). Convergent validity
for reflective measures is commonly measured using the
Average Variance Extracted (AVE) (see for instance; Fornell
and Larcker, 1981; and Gotz et al., 2010). AVE attempts to
measure the amount of variance that a latent variable captures
from its indicators, relative to the amount due to measurement
error (Chin, 1998b). It is arguably a more conservative ration
than composite reliability measure and is only applicable to
constructs with reflective indicators. It is computed as follows:
AVE 

(  i ) 2 var F
(  i 2 ) var F   ii

where i , F and ii are as defined before. Similarly, if F is
set at 1, then ii is 1-square of i . AVE values should be
greater than 0.50, indicating that 50 percent or more of the
indicator variance should be accounted for (Bagozzi and Yi,
1988; Chin, 1998b; Chin and Dibben, 2010; and Barroso et al.,
2010).
Structural Model Evaluation

4Measurement Model Evaluation
The objective of assessing this model is to test its validity and
reliability by examining two main elements of factorial
validity: discriminate and convergent validity (Gerbing and
Anderson, 1988).Validity tests that illustrate how well the
measurement items relate to the constructs are performed to
ensure that measures perform adequately. When factorial
validity is satisfied, it implies that each measurement item
correlates strongly with the construct it is related to, while
correlating weakly or not significantly with all other
constructs. There are several criteria for validating reflective
constructs in literature which include indicator reliability,
construct reliability, convergent validity and Discriminant
validity (Chin, 1998b; Gefen and Straub, 2005; Barosso et al.,
1
CBSEM in contrast focus is only on the parameters of the model, rests on a
specific assumption of multivariate normality and independence of
observations, produces biased results in case of misspecification in one part of
the model, is prone to problems associated with inadmissible solutions and
factor indeterminacy, is designed to operate with reflective indicators only,
runs into difficulties when there are more than 50 variables; only works best
with sample size of more than 200.

As earlier indicated, the structural model specifies the
relationships among the latent constructs. SEM analysis does
not prove causation, but tests the strength of the association
between the various dimensions e.g. fairness, equity etc., and
compliance. The main aim of evaluating the structural model is
to test for the model’s predictive power and the stability of the
estimates. Given that PLS models cannot be evaluated using
the traditional parametric-based techniques, non-parametric
prediction-oriented measures will be considered. This includes
application of R-squared (R-squared) measures to predict the
power of endogenous constructs and examining the effect size
f2 to check whether predictor variables have significant
influence on the predicted / dependent variable. Besides using
the R-squared, path coefficients will also be used to analyse
the predictive power of the model. The path coefficients values
are interpreted in a similar manner to standardized regression
coefficients (Fornell and Cha, 1994; and Gefen et al., 2000).
The coefficients indicate the strength of the relationships
between dependent and independent variables in the model2.
2

The stability of the coefficients can also be assessed through PLS resampling
techniques such as Q-square Predictive Relevance (blindfolding), jacknifing
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Overall Model Validation
Once the structural model has been evaluated, the overall
model can be validated by computing the goodness of fit
index. A global criterion of goodness of fit index as proposed
by Tenenhaus et al. (2004) will be applied to measure the
quality of the causal model. The GoF index takes into account
the model’s performance in both the measurement and the
structural model, providing a single measure for the overall
prediction performance of the model3. The model fit is
determined by the square root of the product of the geometric
mean of the average communality and the average R-squared,
as shown below:
GOF 

Average _ Communality * Average _ R  squared

where the average communality is computed as a weighted
average of all the communalities (weights being the number of
manifest variables / indicators of every construct) and the
average R-squared is the average of R-squared of all the
endogenous constructs.4The average communality measures
the quality of the measurement (outer) model and the average
R-squared measures the quality of the structural (inner) model.
Data analysis and estimation results
In order to determine the reliability of the measures of tax
fairness and tax compliancewe calculated the Cronbach alphas
for each fairness dimension and for compliance. For
behavioural research, a minimum acceptable Cronbach alpha is
0.6 (Kerlinger and Lee, 2000). We maximized the Cronbach
alphas by deleting several indicators where appropriate.
Results are tabulated in Table 1 All measures, except those of
procedural fairness have Cronbach alphas of at least 0.6; the
recommended minimum for reliable measures.

small values meaning that overall the variables have too little
in common to warrant a factor analysis5. But, this test requires
that we first conduct principal component analysis on the
measures with orthogonal rotation (varimax).
The Kaiser-Meyer-Olkin measure for procedural fairness
verified the sampling adequacy for the analysis, with a KMO
measure of 0.7168, which is ‘good’ according to Field (2009).
In addition, we conduct a Bartlett’s test of sphericity which
compares the correlation matrix with a matrix of zero
correlations (technically called the identity matrix, which
consists of all zeros except the 1’s along the diagonal). From
this test we are looking for a small p-value indicating that it is
highly unlikely for us to have obtained the observed
correlation matrix from a population with zero correlation.
Here, we find χ2 (36) = 309.528, p-value=0.0001, which
indicates that correlations between items were sufficiently
large for principal components analysis. The KMO measure
for exchange fairness point to sampling inadequacy for
analysis of exchange fairness. We therefore proceed to conduct
a valid factor analyses for procedural fairness and compliance.
Table A.1 in the appendix displays the factor loadings after
rotation. A total of 13 factors were extracted, corresponding to
the 9 tax fairness factors for procedural fairness and 4
compliance factors. All factor scores, except for one of the
compliance measures that capture over compliance (tax overpayment), exceeded 0.2 which is the recommended level for
sample sizes below 600 (Stevens, 2002). Thus, the principal
component analysis provides preliminary evidence that the
measures load on the appropriate dimensions. We then proceed
to conduct SEM analyses. For the nine procedural fairness
indicators, all the parameter estimates were positive and
statistically significant at 5% level, standard errors were all
low. There were no negative error variances. Byrne (2009)
recommends an examination of the standardized residuals

Table 1. Cronbach Alphas for Final Measures of Reliability of Constructs (Cronbach alphas)
Construct/Dimension
Exchange Fairness
Procedural Fairness
Horizontal fairness
Compliance

Indicators
Fairness_2& 3
Fairness_4,5,6,7,8,9,10,11,&14
Fairness_15,16 &17
Compliance (filing returns, tax payment, &
likelihood of understating income)

Cronbach alpha
0.6150
0.7973
0.3231
0.5923

Verdict
Constructs are Mediocre/average measures of tax fairness
Constructs are reliable measures of fairness
Constructs are not reliable measures of fairness
Mediocre measures of compliance

Table 2. Measures of Sampling Adequacy of Analysis

Exchange Fairness

Kaiser-Meyer_Olkin (KMO)
0.5000

Procedural Fairness

0.7168

Compliance

0.5832

Based on the analyses of Cronbach alphas, we proceed to
measure the sampling adequacy of the analysis using the
Kaiser-Meyer-Olkin measure for the exchange and procedural
fairness constructs. KMO takes values between 0 and 1, with
and bootstrapping.
3
There are no widely accepted thresholds to judge the significance of the
index, however, recent studies (for example, Tenenhaus et al., 2005; and
Duarte & Raposo, 2010), argue that an index measuring 0.3 seems adequate.
4
This computation of the average communality should only be used for
constructs with multiple indicators. Single indicator constructs should not be
used for the computation of the average communality, because they yield
averages of 1(Tenenhaus et al., 2005).

Bartlett’s test of Spherity
χ2 (1) = 21.48
p-value = 0.0001
χ2 (36) = 309.528
p-value = 0.0001
χ2 (3) = 32.43
p-value = 0.0001

Verdict
Not ok to proceed with factor
analysis (KMO value too low)
Proceed with factor analysis
Proceed with factor analysis

covariances which should not exceed 2.58 for a good fit of the
model; indicating lack of discrepancies. There was only 1
covariance that slightly exceeded the limit at 2.77. In addition,
modification indices of the model should be relatively small.
The study found relatively small modification indices-thus the
measurement model appears to be a good fit. However, this
result was arrived at after dropping afew indicators (fairness
measure 8 and fairness measure 11). For robustness sake, we
5
Historically, the following labels are given to values of KMO (Kaiser, 1974):
0.00 to 0.49: unacceptable; 0.50 to 0.59: miserable; 0.60 to 0.69: mediocre;
0.70 to 0.79: middling; 0.80 to 0.89: meritorious: 0.90 to 1.00: marvelous.
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analysed the goodness-of-fit statistics for retained indicators.
We find χ2 = 72.3 with 15 degrees of freedom, p<0.000. This
statistic is not sensitive to large sample sizes, so additional
goodness-of-fit measures should be examined (Byrne 2009;
Hooper et al. 2008). The root mean square error of
approximation (RMSEA) was 0.034, the Goodness-of-Fit
Index (GFI) was 0.888 and the Comparative Fit Index (CFI)
was 0.982. All meet the generally accepted minimum standards
(RMSEA should not exceed 0.06, and each of the GFIand CFI
should be greater than 0.9), indicating that the measurement
model for fairness dimensions is a good fit (Byrne 2009). This
SEM analysis indicates that the procedural tax fairness is
appropriately modelled using the six retained unique
indicators.

the goodness-of-fit statistics are all high and convergent
validity is established (Correlations are shown in Tables A.2A.4). Similarly, we subjected the indicators of compliance
through the same procedureas above to establish the goodness
of fit of the measurement model for compliance. Parameter
estimates were all positive and all the pair wise correlations
coefficients were found to be significant at 5% level of
significance; and all the standard errors generated from SEM
analysis were not excessively large or small, as prescribed for
a good fit model. In addition, all error variances were positive.
The standardized residuals and the modifications that allow us
to check model specification were also examined. Results
indicate that the standardized residual covariances were all

Table 3. SEM Regression Results of Tax Compliance on Procedural Fairness Measures

Independent variables
(Measures of procedural fairness):
fairness_4
fairness_5
fairness_6
fairness_7
fairness_8
fairness_10
Firm Age
Total Turnover (Firm size)
Income Tax Liability
Constant

1

fairness_4

2

fairness_5

3

fairness_6

Compliance (Returns)1
Coef.
(std errors)
0.0102
(0.0151)
0.0245*
(0.145)
-0.0630***
(0.0179)
0.0488***
(0.0170)
-0.0163
(0.0147)
0.0181*
(0.0102)
-0.0027*
(0.0015)
-0.0612***
(0.0222)
0.0311***
(0.0120)
1.2133***
(0.1009)

Procedural_fairness
4

fairness_7

5

fairness_8

6

(Tax Payment)1
Coef.
(std errors)
0.0403**
(0.0176)
-0.0151
(0.0304)
-0.0496
(0.0439)
0.0204
(0.0408)
0.0498**
(0.0209)
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-0.0451
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0.0872
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Figure 2. Structural model

We also tested for convergent validity by examining the
correlations among indicators (Byrne 2009). Convergent
validity is confirmed present if there is statistically significant
correlation among the indicators, i.e. each set of indicators
within each construct strongly correlate. All these correlations
were statistically significant at the 0.05 level, except for the
correlation between fairness measure 8 and fairness measure
10. Therefore, convergent validity is established for each
construct. In this regard, the measurement model for the tax
procedural tax fairness construct appears to be robust because

below the stipulated maximum limit of 2.58 and the
modification indices were all below 1. This indicates a good fit
for the compliance measurement model. We proceeded to
analyse the goodness of fit for robustness purposes and found
the chi-square measure of discrepancy was χ2 = 0.000 with 3
degrees of freedom and p-value of 0.000. In recognition of the
concerns raised in literature that this statistics is not sensitive
to large sample sizes, we also considered other additional
goodness-of-fit measures (Byrne 2009; Hooper et al., 2008)
such as the RMSEA and the GFI as well as the CFI. These
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measures were estimated at 0.000, 0.792 and 1.000, which are
above the prescribed minimum of 0.9 (Byrne, 2009).
Convergent validity was also confirmed through an analysis on
the correlations among compliance indicators following the
earlier adopted approach of Byrne (2009). We find statistically
significant correlations between all pairs of indicators at 5%
level of significance. As such we conclude that the compliance
measurement model displays a good fit. 6
Structural Model
Once we determined that the measurement models for
procedural tax fairness and compliance display good fits, we
proceeded to test the validity of a possible causal structure by
building and analysing a structural model. The structural
model specifies the relationships among the latent constructs of
procedural fairness and compliance. The SEM analysis does
not prove causation, but will test the strength of the association
between procedural tax fairness measures and tax compliance.
Our structural model has one dependent factor, i.e. tax
compliance and six independent factors; the indicators of
procedural fairness. The structural model is depicted in Figure
2 in the Appendix. Table 3 shows the regression coefficients
along with statistical significance of the regression paths for
each procedural tax fairness measures in influencing tax
compliance. The results are generated by structural equation
modelling regression. We conduct regression analysis of the
three measures of tax compliance on the varied measures of
procedural fairness, while controlling for the age of the firm,
total turnover and income tax liability. Age captures the
number of years that the firm has been in existence since its
inception. The influence of Age on compliance behaviour can
take on any sign. Total turnover of that captures the size of the
firm is included in the analysis to isolate the influence of firm
size on tax compliance behaviour. As a firm turnover
increases, it is expected that the firm develops a dedicated unit
to handle tax matters and as such, noncompliance-from
whatever perspective, is minimized. Income tax liability is
expected to be negatively associated with compliance to tax
payments since firms seek to minimize the amount of taxes
they pay in an effort to increase after-tax profits. We consider
six measures of procedural tax fairness and their respective
influence on tax compliance7. In terms of compliance measure
based on meeting tax return requirements, the tax fairness
measures that significantly influence tax compliance behaviour
among corporate taxpayers in Kenya include measures 5,6,7
and 10. Out of these measures, it is only fairness measure
number 6 which states that the tax office’s decisions are
mainly based on facts and not opinions that negatively
influence on tax compliance. This means that when firms
perceive that the rules and approaches applied by the tax office
treat them equally, there is a tendency for them to relax on
submitting tax returns. This reflects perhaps existence of some
moral hazard issue in that firms may think since all taxpayers
are treated equally; even those that do not fully comply would
still not be subjected to harsh penalties. It must be noted that
6
Full results from STATA output on correlations, covariances matrices are
available upon request (are excluded from this paper due to space)
7
Fairness_4 suggests that the tax office’s decisions are usually fair;
Fairness_5 states that rules and approaches applied by tax office treat all
taxpayers equally; Fairness_6 states that the tax office’s decisions are mainly
based on facts not opinions; Fairness_7 states that in a dispute the tax office
would evaluate the firm’s information objectively and fairly; Fairness_8 states
that the dispute resolution mechanism in place is fair; and Fairness_10 states
that tax office considers circumstances of each tax office in its decisions . The
response spans 1 to 7 where 1= strongly disagree to 7= strongly agree.

the responses on compliance measure on returns were all
spread between fully complying and partially complying and
no response on zero-compliance. This result is also present
when firms perceive that in a dispute the tax office would
evaluate their information objectively and fairly and when tax
office considers firm circumstances when taking decisions.
This may imply when the tax office yields too much ground in
seeking full compliance on returns and allow firms to make
explanations on why they don’t fully submit returns, there is a
tendency for firms to fail to fully submit returns. However, as
firms perceive that the tax office’s decisions are mainly based
on facts and not opinions, they seem to increase their
compliance with the requirements to file returns. This is
directly related to adherence to laid-down procedures and tax
office tendency to allow explanations on failure to file returns.
As such, firms would be obligated to make full submissions on
time.
When we account for the age of the firm, as age increases,
firms tend to have more dedicated units that handle tax matters
and as such would enhance their compliance. This explains the
negative relationship between firm age and tax compliance as
measured by extent of filing tax returns. The same explanation
would also apply for the case of increasing firm size which
relates negatively (implying increased size increases firm’s
tendency to fully comply) with tax compliance. But as income
tax liability increases firms would have a tendency to reduce
their likelihood to fully file tax returns. This is consistent to
expectations from theory since tax payment is a cost to the
firm and all firms seek to minimize costs. In terms of the
impact of tax fairness on tax compliance- as measured by the
number of times tax payments were made on 2016, tax fairness
measures 4,8 and 10 were found to be significant. Based on tax
measure 4, which captures the notion that as firms perceive the
tax office’s decisions to be fair, they are likely to increase their
compliance to tax payments. This is also the case when firms
perceive that it is fair when there is a dispute the resolution
mechanisms in place are fair. However, when firms perceive
that the tax office considers circumstances of each office in its
decisions- there is a tendency for them to reduce tax
compliance. This is perhaps because firms can easily invest in
reducing tax burden by exploring tax avoidance schemes when
they know their tax office is flexible to consider their
circumstances.
As for the control variables, firm age and firm income tax
liability are not significant determinants of compliance.
However, firm total turnover is significant. As firmturnover
increases, there is a tendency for the firm to fully comply with
tax payments. This is because as the firm size (measured by
turnover) increases its contribution to total tax revenue is
significant and the revenue authority would be keener in the
tax payments that the firm remits. As such, noncompliance is
easily detected and where variations may occur, the tax office
would be keen to scrutinize. We also sought to establish the
influence of the procedural tax fairness measures on the
likelihood of a firm understating its income when under
financial stress. Among all the tax fairness measures, we found
that only tax fairness measure number 5 (which captures
perceptions of firms on whether the rules and approaches
applied by tax office treat all taxpayers equally). We indicate
that as firms perceive this statement to be true, there is a
tendency for them to increase their likelihood of understating
income. This is perhaps because of the likelihood that when all
firms are treated equally, some can afford to understate their
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incomes without facing a real risk of penalties should they be
discovered. In other words, when all firms are treated equally,
moral hazard sets in and thus leading firms to attempt
understating of income to minimize tax liability.
Conclusions and Recommendations
The objectives of this study were to examine the influence of
tax fairness on tax compliance behaviour in Kenya and also
ascertain the effect of firm demographic characteristics on tax
compliance. When compliance is measured by filing of tax
returns, this type of compliance is worsened when firms
perceive that the rules and approaches applied by the tax office
in its decision making treat them equally. There would be
laxity on the part of firms to meet return requirements when
they feel the tax office treats all of them equally. While this
concept may have been interpreted to mean, whether one firm
submits returns or not, they are treated the same- the
implication therefore was to cause some moral hazard on the
part of firms to consider not submitting returns as an easier
(and not expensive) option. A similar outcome is achieved
when firms perceive that, in a dispute, the tax office would
evaluate their information objectively and fairly and when tax
office considers firm circumstances when taking decisions.
This may imply that when the tax office yields too much
ground in seeking full compliance on returns and allow firms
to make explanations on why they don’t fully submit returns,
there is a tendency for firms to fail to fully submit returns.
However, when firms perceive that tax office’s decisions are
based on facts and not opinions that we see them improving
their compliance behaviour. This is directly related to
adherence to laid-down procedures and tax office tendency to
allow explanations on failure to file returns. As such, firms
would be obligated to make full submissions on time. In terms
of the control variables, when we account for the age of the
firm, as age increases, firms tend to have more dedicated units
that handle tax matters and as such would enhance their
compliance. This explains the negative relationship between
firm age and tax compliance as measured by extent of filing
tax returns. The same explanation would also apply for the
case of increasing firm size which relates negatively (implying
increased size increases firm’s tendency to fully comply) with
tax compliance. But as income tax liability increases firms
would have a tendency to reduce their likelihood to fully file
tax returns. This is consistent to expectations from theory since
tax payment is a cost to the firm and all firms seek to minimize
costs.
In terms of the impact of tax fairness on tax payment
compliance, the tax measures that were found to significantly
influence compliance include a measure of the perceptions that
tax office’s decisions are fair. When firms feel that the tax
office’s decisions are fair, they are likely to increase their
compliance to tax payments. This is also the case when firms
perceive that the in circumstances when there is a dispute, the
resolution mechanism in place is fair. However, when firms
perceive that the tax office considers circumstances of each
office in its decisions- there is a tendency for them to reduce
tax compliance. This is perhaps because firms can easily invest
in reducing tax burden by exploring tax avoidance schemes
when they know they tax office is flexible to consider their
circumstances. As for the control variables, firm age and firm
income tax liability are not significant determinants of
compliance. However, firm total turnover is significant. As
firm turnover increases, there is a tendency for the firm to fully

comply with tax payments. This is because as the firm size
(measured by turnover) increases its contribution to total tax
revenue is significant and the revenue authority would be more
alert to the tax payments that such firms remit. As such, non
compliance is easily detected and where variations may occur,
the tax office would be keen to scrutinize. We also sought to
establish the influence of the procedural tax fairness measures
on the likelihood of a firm understating its income when under
financial stress. Out of all the six tax fairness measures, we
found that only tax fairness measure number 5 (which captures
perceptions of firms on whether the rules and approaches
applied by tax office treat all taxpayers equally) was
significant in influencing tax compliance. We indicate that as
firms perceive this statement to be true, there is a tendency for
them to increase their likelihood of understating income. This
is perhaps because of the likelihood that when all firms are
treated equally, some can afford to understate their incomes
without facing a real risk of penalties should they be
discovered. In other words, when all firms are treated equally,
moral hazard sets in and thus leading firms to attempt
understating their income to minimize tax liability.
From these conclusions we can draw some policy
recommendations. The tax authority could consider reviewing
the tax system to ensure that the aspects of tax fairness that
discourage compliance are addressed. For instance, the
findings show that if the tax office rules and approaches
applied in decision making treat taxpayers equally- they are
likely to reduce tax compliance in terms of returns submitted
as well as understatement of their income because of the
potential moral hazard that such could cause. As such, there
should be a differentiated approach to deal with firms so that
moral hazard is minimized when firms know that if they fail to
comply, they face the law. In addition, if there is extremely
highlevel of objectivity and fairness in evaluation of individual
firm circumstances, this may also encourage noncompliance
especially on submission of returns and tax payments. A
deviation from rules to adopt an objective understanding of
individual firm circumstances can encourage noncompliance
since firms can invest in providing explanations for
noncompliance. As such, an optimal balance between
adherences to tax rules can work to encourage compliance
since firms would not be tempted to understate income and /or
fail to submit returns in anticipation of an occasion to explain
their individual circumstances.

REFERENCES
Adams, J. S., 1965. Inequity in Social Exchange. Advances in
Experimental Social Psychology, 62, 335-343.
Ajzen,
I.,
1991.
The
theory
of
planned
behavior. Organizational behavior and human decision
processes, 50(2), pp.179-211.
Akpo, U. 2009. The people as government: The importance of
tax payment. Akwa Ibom State Revenue Summit. Uyo:
Akwa Ibom State Internal Revenue Service.
Allers, M. 1994. Administrative and compliance costs of
taxation and public transfers in the Netherlands.
Groningen: Wolters-Noordhoff.
Alley, C. and Bentley, D. 2005. A Remodeling of Adam
Smith's Tax Design Principles. Austl. Tax F., 20, p.579.
Allingham, M. G., & Sandmo, A., 1972. Income Tax Evasion:
A Theoretical Analysis. Journal of Public Economics, 1,
323-338.

60798

International Journal of Current Research, Vol. 9, Issue, 11, pp.60790-60803, November, 2017

Alm, J. & McKee, M., 2006, Audit Certainty, Audit
Productivity and Taxpayer Compliance. National Tax
Journal, Vol.59, pp.801-16.
Alm, J. 2012. Measuring, Explaining, and Controlling Tax
Evasion: Lessons from Theory, Experiments, and Field
Studies. International Tax Public Finance, 19, 54-77.
Alm, J. and Gomez, J. L., 2008. Social capital and tax morale
in Spain. Economic Analysis and Policy, 38(1), 34-47.
Alm, J., 1999. Tax Compliance and Administration, in W.
Bartley Hildreth and James A. Richardson (eds.).
Handbook on Taxation. New York, Marcel Dekker, Inc.,
741–768.
Alm, J., McClelland, G. H. and Schulze, W. D., 1992. Why Do
People Pay Taxes? Journal of Public Economics, 48, 2148.
American Institute of Certified Public Accountants, 2001. Tax
policy concept statement no. 1, guiding principles of good
tax policy: A framework for evaluating tax proposals. New
York: AICPA.
Andreoni, J., Erard, Brian and Feinstein, Jonathan S. 1998,
‘Tax Compliance’, Journal of Economic Literature.
Bagozzi, R. P. and Yi, Y., 1988. On the Evaluation of
Structural Equation Models. Journal of the Academy of
Marketing Science, 16(1), 74-94.
Bahl, R. and Richard, B., 2008. Sub-national taxes in
developing countries: The way forward. Public Budgeting
and Finance, 28(4), 1-25.
Barroso, C., Carrion, G. C. and Roldan, J. L., 2010. Applying
maximum likelihood and PLS on different sample sizes:
studies on Servqual model and employee behaviour model.
In V. Esposito Vinzi, W. W. Chin, J. Henseler & H. Wang
(Eds.), Handbook of partial least squares: Concepts,
methods and applications (pp. 427-447). Heidelberg:
Springer.
Beck, P.J., Davis, J.S. and Jung, W.O., 1991. Experimental
evidence on taxpayer reporting under uncertainty.
Accounting Review, pp.535-558.
Bird, R.M. and Zolt, E.M., 2003. Introduction to tax policy
design and development. Prepared for a course on
“Practical Issues of Tax Policy in Developing Countries,”
World Bank, 28, pp.05-22.
Bird, R.M., Martinez-Vazquez, J. and Torgler, B., 2008. Tax
effort in developing countries and high income countries:
The impact of corruption, voice and accountability.
Economic analysis and policy, 38(1), pp.55-71.
Blackwell, C. 2002, March. A meta-analysis of tax compliance
experiments. In Annual Conference on Public Choice in
San Diego.
Burton, M. 2007. The Commissioner‘s compliance strategy:
Compliance pyramid to compliance diamond to compliance
cube? Working Paper, Faculty of Law, University of
Canberra, 1-12.
Byrne, D. and Ragin, C.C. 2009. The Sage handbook of casebased methods. Sage Publications.
Campbell, D. T. and Fiske, D. W., 1959. Convergent and
discriminant validation by the multitrait-multi method
matrix. Psychological Bulletin, 56, 81-105
Carnes, G. A. and Englebrecht, T. D., 1995. An Investigation
of the Effect of Detection Risk Perceptions, Penalty
Sanctions, and Income Visibility on Tax Compliance. The
Journal of the American Taxation Association, 17(1), 2641.
Chan, C. W., Troutman, C. S. and O'Bryan, D., 2000. An
expanded model of taxpayer compliance: Empirical
evidence from USA and Hong-Kong. Journal of

International Accounting, Auditing and Taxation, 9(2), 83103.
Chan, K.H. and Lan Mo, P.L. 2000. Tax holidays and tax
noncompliance: An empirical study of corporate tax audits
in China's developing economy. The Accounting
Review, 75(4), pp.469-484.
Chin, W. W. 1998a. Issues and Opinion on Structural Equation
Modelling. Management Information Systems Quarterly,
22(1), 7-15.
Chin, W. W. 1998b. The Partial Least Squares Approach of
Structural Equation Modeling. In G. A. Marcoulides (Ed.),
Modern Methods for Business Research (pp. 295-336).
Mahwah, NJ: Lawrence Erlbaum.
Chin, W. W. 2009. PLS-Path Modelling. Retrieved from
http:/disc-nt.cba.uh.edu/chin/Chin IntroPLS2009slide.pdf.
Chin, W. W. 2010. How to Write Up and Report PLS Analysis.
In V. Esposito Vinzi, W. W. Chin, J. Henseler & H. Wang
(Eds.), Handbook of Partial Least Squares: Concepts,
Methods and Applications (pp. 655-690). Heidelberg:
Springer.
Chin, W. W. and Dibbern, J. 2010. An Introduction to a
Permutation Based Procedure for Multi-Group PLS
Analysis: Results of Tests of Differences on Simulated
Data and a Cross Cultural Analysis of the Sourcing of
Information System Services Between Germany and the
USA. In V. Esposito Vinzi, W. W. Chin, J. Henseler & H.
Wang (Eds.), Handbook of Partial Least Squares:
Concepts, Methods and Applications (pp. 171-193).
Heidelberg: Springer.
Cnossen, S. 2001. Tax policy in the European Union: A review
of issues and options. Finanz Archiv, 58, 466-558.
Cook, K. S. and Hegtvedt, K. A. 1983. Distributive justice,
equity, and equality. Annual Review of Sociology, 9, 217241.
Cooper, D. C. and Emory, C. W. 1995. Business research
methods. New York: Irwin.
Cooper, D.R. and Schindler, P.S. 2008. Business research
methods (10th ed.). Singapore: McGraw-Hill/Irwin.
Cooper, G. 1993. Themes and issues in tax simplification.
Australian Tax Forum, 10(4), 417-460.
Cooper, H. 1998. Synthesizing Research: A Guide for
Literature Reviews, 3rd ed. Sage Publications, Thousand
Oaks.
Cox, S. P. and Eger, R. J. I. 2006. Procedural complexity of
tax administration: The road fund case. Journal of Public
Budgeting, Accounting and Financial Management, 18(3),
259 – 283.
Creswell, J. 2003. Research design, qualitative, quantitative
and mixed methods (2nd ed.). Thousand Oaks, CA.: Sage.
Crivelli, E. and Gupta S. 2014. Resource Blessing, Revenue
Curse?, Domestic Revenue
Effort in Resource-Rich
Countries, European Journal of Political Economy .
Cunliffe, A.L. 2011. Crafting qualitative research: Morgan and
Smircich 30
years on. Organizational Research
Methods, 14(4), pp.647-673.
D’arcy, M. 2011. Why Do citizens Assent to Pay Tax?
Legitimacy, Taxation, and the African State‛,
Afrobarometer, Working Papers 126.
Dean, P., Keenan, T. and Kenney, F., 1980. Taxpayers'
attitudes to income tax evasion: an empirical study. British
Tax Review, 29-44
Devos, K. 2012. The impact of tax professionals upon the
compliance
behaviour
of
Australian
individual
taxpayers. Revenue Law Journal, 22(1), p.31.

60799

Farida Abdul, Effect of tax system fairness on tax compliance behaviour of corporate taxpayers in Kenya

Eckhoff, T. 1974. Justice: Its Determinants in Social
Interaction. Rotterdam: Rotterdam Press.
Efebera, H., Hayes, D. C., Hunton, J. E. and O‟Neil, C., 2004.
Tax Compliance Intentions of Low-income Individual
Taxpayers. Advances in Accounting Behavioural Research,
7(7), 1-25.
Erard, B. 1997. The income tax compliance burden on
Canadian big business, Technical Committee on Business
taxation, Department of Finance, Working Paper, 97-2.
Ottawa, Canada.
Eze, Sapiei, N. S., Kasipillai, J. and Uchenna
C., 2014. Determinants of Tax Compliance Behaviour of
Corporate Taxpayers in Malaysia. eJournal of Tax
Research , 12 (2). pp. 285-318.
Farrington, S. M. 2009. Sibling partnerships in South African
small and medium-sized family businesses (Unpublished
MBA thesis). Nelson Mandela Metropolitan University,
Faculty of management, Port Elizabeth.
Field, A. 2009. Discovering statistics using SPSS. Sage
publications.
Fischer, C. M., Wartick, M. and Mark, M. M. 1992. Detection
Probability and Taxpayer Compliance: A Review of the
Literature. Journal of Accounting Literature, 11(1), 1-46.
Fishbein, M. and Ajzen, I. 1975. Belief, Attitude, Intention and
Behavior: An Introduction to Theory and Research.
Reading, MA: Addison-Wesley.
Fishbein, M. and Ajzen, I. 2010. Predicting and Changing
Behaviour: The Reasoned Action Approach. New York:
Psychology Press.
Fjeldstad, O.H., Schulz-Herzenberg, C. and Hoem Sjursen, I.
2012. People's views of taxation in Africa: a review of
research on determinants of tax compliance.
Fornell, C. 1982. A second generation of multivariate analysis:
An overview. In C. Fornell (Ed.), A second generation of
multivariate analysis (Vol. 1, pp. 1-21). New York:
Praeger.
Fornell, C. and Cha, J., 1994. Partial Least Squares. In R.
Bagozzi (Ed.), Advanced Methods of Marketing (pp. 5278). Cambridge: Blackwell.
Fornell, C. and Larcker, D. F., 1981. Evaluating structural
equation models with unobservable variables and
measurement error. Journal of Marketing Research, 18(1),
39-50.
Frey, B. S. 2003. Deterrence and Tax Morale in the European
Union. European Review, 11(3), 385-406.
Gefen, D. and Straub, D. W. 2005. A practical guide to
factorial validity using PLS-graph: tutorial and annotated
example. Communications of the Association for
Information Systems, 16(2), 91-109.
Gefen, D., Straub, D. W. and Boudreau, M. C., 2000.
Structural equation modelling and regression: Guidelines
for research practice. Communications of the Association
for Information Systems, 4(7), 1-77.
Gerbing, D. W. and Anderson, J. C. 1988. An updated
paradigm
for
scale
development
incorporating
unidimensionality and its assessment.
Journal of
Marketing Research, 25(2), 186-192.
Gerbing, M. D. 1988. An empirical study of taxpayer
perceptions of fairness. Ph.D. thesis, Austin: The
University of Texas.
Gilligan, G. and Richardson, G. 2005. Perceptions of tax
fairness and tax compliance in Australia and Hong Kong:
A preliminary study. Journal of Financial Crime, 12(4),
331-343.

Global Financial Integrity Report, 2013. Illicit Financial Flows
from Developing Countries: 2002-2011.Washington D.C.
GoK., 2007. Kenya vision 2030. Nairobi: Government of
Kenya, Ministry of Planning, National Development and
Vision 2030.
González Cano, H. 1996. Armonización tributaria del
Mercosur: Ensayos sobre los aspectos tributarios en el
proceso de integración. Ediciones Académicas, Buenos
Aires.
Gotz, O., Liehr-Gobbers, K. and Krafft, M. 2010. Evaluation
of structural equation models using the partial least squares
(PLS) approach. In V. Esposito Vinzi, W. W. Chin, J.
Henseler & H. Wang (Eds.), Handbook of partial least
squares: Concepts, methods and applications (pp. 691711). Heidelberg: Springer.
Grasmick, H. G. and Bursik Jr, R. J. 1990. Conscience,
Significant Others, and Rational Choice: Extending the
Deterrence Model. Law & Society Review, 24(3), 837-861.
Grasmick, H. G. and Scott, W. J. 1982. Tax Evasion and
Mechanisms of Social Control: A Comparison with Grand
and Petty Theft. Journal of Economic Psychology, 2(3),
213-230.
Greenberg, J. 1982. Approaching equity and avoiding inequity
in groups and organizations. In J. Greenberg & R.L. Cohen
(eds), Equity and justice in social behavior (pp. 389 -435).
New York: Academic Press.
Haenlein, M. and Kaplan, A. M. 2004. A beginner's guide to
partial least squares analysis. Understanding Statistics, 3
(4), 283-297.
Hair, J. F., Black, W.C., Babin, B. J., Anderson, R.E. and
Tatham, R. L. 2006. Multivariate data analysis (6th ed.).
New Jersey: Pearson Prentice Hall.
Hair, J.F., Anderson, R.E., Tatham, R.L. and Black, W.C.,
1998. Multivariate data analysis (5th ed.). Englewood
Cliffs, New Jersey: Prentice Hall.
Hanlon, M., Krishnan, G.V. and Mills, L.F. 2012. Audit fees
and book-tax differences. Journal of the American
Taxation Association, 34(1), pp.55-86.
Heady, C. 2002. Tax policy in developing countries: What can
be learned from OECD experience? Paris: Organization for
Economic Cooperation and Development.
Heady, C. 2004. Taxation policy in low-income countries. In
T. Addison & A. Roe (Eds.), Fiscal policy for
development: Poverty, reconstruction and growth. London:
Palgrave.
Ho, D. and Wong, B. 2008. Issues on compliance and ethics in
taxation: what do we know?. Journal of Financial
Crime, 15(4), pp.369-382.
Homans, G.C. 1961. Social behavior: Its elementary forms.
London: Routledge and Kegan Paul.
Hooper, D., Coughlan, J. and Mullen, M. 2008. Evaluating
model fit: a synthesis of the structural equation modelling
literature. In 7th European Conference on Research
Methodology for Business and Management Studies, (pp.
195-200).
House of Commons International Development Committee,
2012. Tax in developing countries: increasing resources for
development. Fourth report of session, 13, p.16.
Hudson, L. A. and Ozanne J. L. 1988. Alternative ways of
seeking knowledge in consumer research. Journal of
Consumer Research, 14 (3), 508-521.
Hulland, J. 1999. Use of Partial Least Squares (PLS) in
strategic management research: A review of four recent
studies. Strategic Management Journal, 20(2), 195-204.

60800

International Journal of Current Research, Vol. 9, Issue, 11, pp.60790-60803, November, 2017

ICAEW, 1999. Towards a better tax system. Tax guide 4/99.
UK: Tax Faculty, Institute of Chartered Accountants in
England and Wales. Retrieved from http://www. icaew.com
/~/media/Files/Technical/Tax/Tax%20news/TaxGuides/TA
XGUIDE-4-99-Towards-a-Better-tax-system.pdf
Jackson, B. R. and Milliron, V. C. 1986. Tax Compliance
Research: Findings, Problems and Prospects. Journal of
Accounting Literature, 5, 135-166.
James, S. and Alley, C. 2002. Tax Compliance, SelfAssessment and Tax Administration. Journal of Finance
and Management in Public Services, 2(2), 27-42.
Joreskog, K. G. 1973. A General Method for Estimating a
Linear Structural Equation System. In A. S. Goldberger &
O. D. Duncan (Eds.), Structural Equation Models in the
Social Sciences (pp. 85-122). New York: Academic Press.
Joulfaian, D. and Rider, M. 1998. Differential taxation and tax
evasion by small business. National Tax Journal, pp.675687.
Joulfaian, D., 2000. Corporate income tax evasion and
managerial preferences. The Review of Economics and
Statistics, 82(4), pp.698-701.
Kagan, R. A. 1989. On the Visibility of Income Tax Law
Violations. In J. A. Roth & J. T. Scholz (Eds.), Taxpayer
Compliance: Social Science Perspectives (pp. 76-125).
Philadelphia: University of Pennsylvania Press.
Kamdar, N. 1997. Corporate income tax compliance: A time
series analysis. Atlantic Economic Journal, 25(1), pp.3749.
Keen, M. and Simone, A. 2004a. Tax policy in developing
countries: Some lessons from the 1990s, and some
challenges ahead. In G. Sanjeev, C. Benedict & I. Gabriela
(Eds), Helping countries develop: The role of fiscal policy,
(pp.302-352). Washington, DC: International Monetary
Fund.
Keen, M. and Simone, A., 2004b. Is tax competition harming
developing countries more than developed? Tax Notes
International, 34 (13), 1317-1325.
Keenan, A. and Dean, P. N., 1980. Moral evaluations of tax
evasion. Social Policy and Administration, 14(3), 209.
Kenya National Bureau of Statistics, 2011, Kenya economic
survey 2011. Nairobi: Government Printer.
Kerlinger, F.N. and Lee, H.B. 2000. Survey research.
Foundations of behavioral research, pp.599-619.
Kim, C. K. 2002. Does fairness matter in tax reporting
behavior? Journal of Economic Psychology, 23(6), 771.
King, S., & Sheffrin, S. M., 2002. Tax evasion and equity
theory: An investigative approach. International Tax and
Public Finance, 9(4), 505.
KIPPRA, 2013. Kenya economic report 2013: Creating an
enabling environment for stimulating investment for
competitive and sustainable counties. Nairobi: Kenya
Institute for Public Policy Research and Analysis.
Kirchler, E. 2007. The Economic Psychology of Tax Behavior.
Cambridge, UK: Cambridge University Press.
Kirchler, E., Hoelzl, E. and Wahl, I., 2008. Enforced versus
voluntary tax compliance: The slippery slope framework.
Journal of Economic Psychology, 29, 210-225.
Kirchler, E., Niemirowski, P. and Wearing, A., 2006. Shared
Subjective Views, Intent to Cooperate and Tax
Compliance: Similarities Between Australian Taxpayers
and Tax Officers. Journal of Economic Psychology, 27(4),
502-517.
Kirk, J. and Miller, M. 1986. Reliability and validity in
qualitative research. Newbury Park: Sage.

Kline, R. 1998. Principles and practice of structural equation
modelling. New York: The Guilford Press.
Kornhauser, M. 2007. A Tax Morale Approach to Compliance:
Recommendations for the IRS. Florida Tax Review, 8(6),
601-634.
Kothari, C.R. 2004. Research Methodology Methods and
Techniques (2nd ed.). New Delhi: New Age International.
KRA., 2010. About the large taxpayers office. Nairobi: Kenya
Revenue Authority. Retrieved from http://www.kra.go.ke/
index.php/large-taxpayers-office/about-lto/vision
KRA., 2014. About the large taxpayers office. Nairobi: Kenya
Revenue Authority. Retrieved from http://www.kra.go.ke/
index.php/large-taxpayers-office/about-lto/vision
Lamm, H. and Schwinger, T. 1980. Norms concerning
distributive justice: Are needs taken into consideration in
allocation decisions? Social Psychology Quarterly, pp.425429.
Leventhal Gerald S. 1976, Fairness in Social Relationships. In:
Thibaut John W., Spence Janet T., Carson Robert C.,
editors. Contemporary Topics in Social Psychology.
General Learning Press; Morristown (N. J.): pp. 212–239.
Leventhal, G. S. 1980. What should be done with equity
theory? New approach to the study of fairness in social
relationships. In K. J. Gregen, M. S. Greenberg & R. H.
Willis (Eds.), Social exchange: Advances in theory
research (pp. 27-55). New York: Plenuim Press.
Levin, D. M. 1988. The opening of vision: Nihilism and the
postmodern situation. New York: Chapman & Hall.
Lewis, A. 1982. The Psychology of Taxation. Oxford: Martin
Robertson
Lind, E. A. and Tyler, T. R. 1988. The social psychology of
procedural justice. New York: Plenum Press.
Loehlin, J. 1992. Latent variable models: An introduction to
factor, path, and structural analysis (2nd ed.). New Jersey:
Erlbaum.
Long, S. B. and Swingen, J. A. 1991. Taxpayer compliance:
Setting new agendas for research. Law and Society Review,
25(3), 637-684.
Long, S.B. and Swingen, J.A. 1987. An approach to the
measurement of tax law complexity. Journal of the
American Taxation Association, 8(2), 22-36.
Loo, E. C., McKerchar, M. and Hansford, A. 2008. Tax
Compliance Behaviour: Findings Derived From A Mixed
Method Design. Paper presented at the 8th International
Tax Administration Conference, Sydney.
Maciejovsky, B., Kirchler, E. and Schwarzenberger, H.
2001. Mental accounting and the impact of tax penalty and
audit frequency on the declaration of income: An
experimental analysis (No. 2001, 16). Discussion Papers,
Interdisciplinary Research Project 373: Quantification and
Simulation of Economic Processes.
Maroney, J.J., Rupert, T.J. and Anderson, B.H. 1998. Taxpayer
reaction to perceived inequity: An investigation of indirect
effects and the equity-control model. The Journal of the
American Taxation Association, 20(1), p.60.
Mason, R. and Calvin, L. D. 1978. A Study of Admitted Tax
Evasion. Law and Society Review, 13, 73-89.
McCaffery, E. 1990. The holy grail of tax simplification.
Wisconsin Law Review, 1990(5), 1267-1322.
McKerchar, M. 2001. Why Do Taxpayers Comply-Past
Lessons and Future Directions in Developing a Model of
Compliance Behaviour. Austl. Tax F., 16, p.99.
McKerchar, M. 2005. The impact of tax complexity on
practitioners in Australia. Australian Tax Forum, 20(4),
529-554.

60801

Farida Abdul, Effect of tax system fairness on tax compliance behaviour of corporate taxpayers in Kenya

McKerchar, M. and Evans, C. 2009. Sustaining growth in
developing economies through improved taxpayer
compliance: Challenges for policy makers and revenue
authorities. eJournal of Tax Research, 7, 171‐201.
Morgan, D. L. 2007. Paradigms lost and pragmatism regained:
Methodological implications of combining qualitative and
quantitative methods. Journal of Mixed Methods Research.
1(1), 48-76.
Morgan, G. and Smircich, L. 1980. The case for qualitative
research. Academy of Management Review, 5(4), pp.491500.
Murphy, J. P. 1990. Pragmatism: From Peirce to Davidson.
Boulder, CO: Westview.
Murphy, K. 2003a. Procedural justice and tax compliance.
Australian Journal of Social Issues, 38(3), 379-408.
Murphy, K. 2004a. Aggressive tax planning: Differentiating
those playing the game from those who don't. Journal of
Economic Psychology, 25(3), 307-329.
Murphy, K. 2004b. The role of trust in nurturing compliance:
A study of accused tax avoiders. Law and Human
Behavior, 28(2), 187-209.
Musgrave, R. A. and Musgrave, P. B. 1989. Public finance in
theory and practice (5th ed.). New York: McGraw-Hill.
Neuman, W., 2006. Social Research Methods: Qualitative and
Quantitative Approaches. Boston, MA: Pearson Education.
O.E.C.D. 2004. The OECD principles of corporate
governance. Contaduría y Administración, (216).
OECD. 2009. Tax administration in OECD and selected nonOECD countries: Comparative information series (2008).
Paris: Organization for Economic Co-operation and
Development. Retrieved from http://www.oecd.org/ctp/
administration/CIS-2008.pdf
OECD., 2010. Supporting the development of more effective
tax systems. A report to the G-20 development working
group by the IMF, OECD, UN AND WORLD BANK
OECD., 2012. A progress report on the jurisdictions surveyed
by the OECD Global Forum in implementing the
internationally agreed tax standard. Organization for
Economic Co-operation and Development Progress Report.
Retrieved from http://www.niemands.ru/files/international_
law/OECDreport.pdf
OECD., 2013. The global forum on transparency and
exchange of information for tax purposes: Information
brief. Organization for Economic Co-operation and
Development. Retrieved from http://www.oecd.org/tax/
transparency/global_forum_background%20brief.pdf
Orviska, M. and Hudson, J. J. 2002. Tax Evasion, Civic Duty
and the Law Abiding Citizen. European Journal of
Political Economy, 19, pp.83-102.
Park, C.G. and Hyun, J.K. 2003. Examining the determinants
of tax compliance by experimental data: A case of
Korea. Journal of Policy Modeling, 25(8), pp.673-684.
Pope, J. and Jabbar, H. 2008. Tax compliance costs of small
and medium enterprises in Malaysia: policy implications.
Porcano, T.M. 1988. Correlates of tax evasion. Journal of
Economic Psychology, 9(1), pp.47-67.
Reithel, S.M., Baltes, B.B. and Buddhavarapu, S. 2007.
Cultural differences in distributive and procedural justice:
does a two-factor model fit for Hong Kong
employees? International Journal of Cross Cultural
Management, 7(1), pp.61-76.
Réthi, G. 2012. Relation between Tax Evasion and Hofstede's
4+ 2 Model. European Journal of Management, 12(3),
pp.61-72.

Rice, E. M. 1992. ‘The Corporate Tax Gap: Evidence on Tax
Compliance by Small Corporations’, in Slemrod, Joel (ed.),
Why People Pay Taxes: Tax Compliance and Enforcement,
Ann Arbor, University of Michigan Press, 125-161.
Richardson, G. 2005a. A preliminary study of the impact of tax
fairness perception dimensions on tax compliance behavior
in Australia. Australian Tax Forum, 20(3), 407.
Richardson, G. 2008. The relationship between culture and tax
evasion across countries: Additional evidence and
extensions. Journal of International Accounting, Auditing
and Taxation, 17(1), 67.
Richardson, M. A. and Sawyer, A. 2001. A Taxonomy of the
Tax Compliance Literature: Further Findings, Problems
and Prospects. Australian Tax Forum, 16(2), 137-320.
Roth, J.A., Scholz, J.T. and Witte, A.D. 1989. Taxpayer
Compliance, vol. 1 and vol. 2.
Saad, N. 2009. Fairness Perceptions and Compliance
Behaviour: The Case of Salaried Taxpayers in Malaysia
after Implementation of the Self-Assessment System. eJournal of Tax Research, 8(1), 32-63.
Saad, N. 2011. Fairness Perceptions and Compliance
Behaviour: The New Zealand Evidence. New Zealand
Journal of Taxation Law and Policy, 17(1), 33-66.
Sapici, N.S., Kasipilai, J. and Eze, U.C. 2014. Determinants of
tax compliance behaviour of corporate taxpayers in
Malaysia. eJournal of Tax Research, 12(2), p.383.
Scherer, A.G and Pallazo, G., 2007, Towards a political
conception of corporate responsibility: business and society
seen from a Habermasian Perspective, Academy of
Management Review, 32(4),1096-120.
Schmölders, G. 1959. Fiscal Psychology: A New Branch of
Public Finance. National Tax Journal, 12(4), 340-345.
Schneider, F. ed., 2011. Handbook on the shadow economy.
Edward Elgar Publishing.
Scott, W. J. and Grasmick, H. G. 1981. Deterrence and income
tax cheating: Testing interaction hypotheses in utilitarian
theories. The Journal of Applied Behavioural Science,
17(3), 395.
Simmons, R. S. 2000. Corporate taxation and the investment
location decisions of multinational corporations. AsiaPacific Journal of Taxation, 4 (1), 88–107.
Slemrod, J. 1989. Complexity, compliance costs, and tax
evasion. In J. Roth & J. Scholz (Eds.), Taxpayer
Compliance: Social Science Perspectives (pp. 156–181).
Philadelphia: University of Pennsylvania Press.
Slemrod, J. 1997. Deconstructing the income tax. The
American Economic Review, 87(2), pp.151-155.
Slemrod, J. 2007. Cheating ourselves: The economics of tax
evasion. The Journal of Economic Perspectives, 21(1), 25.
Smith, A., 1776. An inquiry into the nature and causes of the
wealth of nations. London: W. Strahan and T. Cadell
Smith, Rodney T. 1976. The Legal and Illegal Markets for
Taxed Goods: Pure Theory and Application to State
Governement Taxation of Distilled Spirits, 19 Journal of
Law and Economics, 393-429
Smulders, S., Stiglingh, M., Franzsen, R. and Fletcher, L.
2012. Tax compliance costs for the small business sector in
South Africa –establishing a baseline. eeJournal of Tax
Research, 10, 184-226
Song, Y., & Yarbrough, T., 1978. Tax Ethics and Taxpayer
Attitudes: A Survey. Public Administration Review, 38(5),
442-452.
Sour, L., 2004. An Economic Model of Tax Compliance with
Individual Morality and Group Conformity. Economía
Mexicana NUEVA ÉPOCA, vol. XIII, núm. 1.

60802

International Journal of Current Research, Vol. 9, Issue, 11, pp.60790-60803, November, 2017

Spicer, M. W. and Lundstedt, S. B., 1976. Understanding Tax
Evasion. Public Finance, 21(2), 295-305.
Stevens Jr, D.L. 2002. Sampling design and statistical analysis
methods for the integrated biological and physical
monitoring of Oregon streams. Monitoring Program Report
Number OPSW-ODFW-2002-7, Oregon Department of
Fish and Wildlife, Portland.
Sung, S. 2009. Considering over-compliant taxpayers: Should
Inland Revenue change their tax refund policy? Bachelor of
Commerce with Honours Project, University of
Canterbury, Christchurch, 1-61.
Tenenhaus M., Esposito Vinzi V., Chatelin Y.M. and Lauro C.,
2005. PLS path modelling, Computational Statistics and
Data Analysis, 48, 159-205.
Tenenhaus, M., Amato, S. and Esposito, V. V. 2004. A global
goodness-of-fit index for PLS structural equation
modelling. In Proceedings of the XLII SIS Scientific
Meeting, Vol. contributed Papers. (pp. 739-742). Padova:
CLEUP.
Thibault, J. and Walker, L., 1975. Procedural justice: A
psychological analysis. New Jersey: Lawrence Erlbaum.
Thibaut, J., Friedland, N. and Walker, L. 1974. Compliance
with rules: Some social determinants. Journal of
Personality and Social Psychology, 30(6), 792-801.
Torgler, B. 2004. Moral suasion: An alternative tax policy
strategy? Evidence from a controlled field experiment in
Switzerland. Economics of Governance, 5, 235–253
Torgler, B. 2005. Tax morale in Latin America. Public
Choice, 122, 133-157
Torgler, B. 2007. Tax compliance and tax morale: A
theoretical and empirical analysis. Cheltenham, UK:
Edward Elgar.
Torgler, B. and Murphy, K. 2004. Tax morale in Australia:
What shapes it and has it changed over time? Journal of
Australian Taxation, 7, 298-335.
Torgler, B. and Schneider, F. 2007. What shapes attitudes
toward paying taxes? Evidence from multicultural
European countries. Social Science Quarterly, 88(2), 443.
Torgler, B., 2003. Tax morale: Theory and empirical analysis
of tax compliance (Doctoral dissertation, University_of_
Basel).
Trivedi, V.U., Shehata, M. and Lynn, B., 2003. Impact of
personal and situational factors on taxpayer compliance:
An experimental analysis. Journal of Business Ethics,
47(3), pp.175-197.
Turman, G. T. 1995. Perceptions of vertical equity and
noncompliant income tax behaviour: An experimental test
of inequity theory (Unpublished PhD thesis). Virginia
Commonwealth University, Virginia.
Tyler, T. R. 1988. What is Procedural Justice? Criteria Used by
Citizens to Assess the Fairness of Legal Procedure. Law &
Society Review, 22(2), 103-136.

Tyler, T. R. 1997. The Psychology of Legitimacy: A
Relational Perspective on Voluntary Deference to
Authorities. Personality and Social Psychology Review, 1,
323-345.
Tyler, T. R. 2010. Sanctions and procedural justice theory. In
F. T. Cullen & P. Wilcox (Eds.), Encyclopedia of
criminological theory (pp. 972-975). Thousand Oaks, CA:
Sage Reference.
Vogel, J. 1974. Taxation and public opinion in Sweden: An
interpretation of recent survey data. National Tax Journal,
pp.499-513.
Wallschutzky, I.G. 1984. Possible causes of tax
evasion. Journal of Economic Psychology, 5(4), pp.371384.
Walster, E., Berscheid, E. and Walster, G.W., 1973. New
directions in equity research. Journal of Personality and
Social Psychology, 25, 151-76.
Walster, E., Walster, G.W. and Berscheid, E. 1978. Equity:
Theory and research.
Warneryd, K. E. and Walerud, B., 1982. Taxes and Economic
Behavior: Some Interview Data on Tax Evasion in Sweden.
Journal of Economic Psychology, 2(3), 187-211.
Wenzel, M. 2000. Justice and identity: The significance of
inclusion for perceptions of entitlement and the justice
motive. Personality and Social Psychology Bulletin, 26,
157-176
Wenzel, M. 2002a. The impact of outcome orientation and
justice concerns on tax compliance: The role of taxpayers'
identity. Journal of Applied Psychology, 87(4), 629-645.
Wenzel, M. 2002b. Principles of procedural fairness in
reminder letters: A field-experiment. Centre for Tax
System Integrity Working Paper No. 42. Canberra: The
Australian National University.
Wenzel, M. 2003. Tax compliance and the psychology of
justice: Mapping the field. Taxing democracy, pp.41-70.
Wenzel, M. 2004. The social side of sanctions: Personal and
social norms as moderators of deterrence. Law and Human
Behaviour, 28(5), 547-567.
Werts, C. E., Linn, R. L. and Joreskorg, K. G. 1974. Interclass
Reliability Estimates: Testing Structural Assumptions.
Educational and Psychological Measurement, 34, 25-33.
Wold, H., 1982. Soft Modelling: The Basic Design and Some
Extensions. In K. G. Joreskog & H. Wold (Eds.), Systems
Under Indirect Observations: Causality, Structure,
Prediction, Part 2 (pp. 1-54). Amsterdam: North-Holland.
World Bank, 1988. World development report 1988.
Washington DC: The World Bank
Worsham, R. G. 1996. The effect of tax authority behaviour on
taxpayer compliance: A procedural fairness approach.
Journal of the American Taxation Association, 18(2), 1939.
Zikmund, W.G. 2003. Business research methodology (7th
ed.). United States: South Western.

60803

Farida Abdul, Effect of tax system fairness on tax compliance behaviour of corporate taxpayers in Kenya

Appendix: Table A.1: Principal Component Analyses for procedural Fairness
Procedural Fairness measures
fairness_4
fairness_5
fairness_6
fairness_7
fairness_8
fairness_9
fairness_10
fairness_11
fairness_14
Compliance (return)
Compliance (tax payment)
Compliance (likelihood of understating income)
Compliance (Frequency of tax overpayment)

The tax office's decisions are usually fair.
The rules and approaches applied by the tax office treat all taxpayers equally.
The tax office's decisions are mainly based on facts and not on opinions.
In a dispute, the tax office would evaluate my information objectively and
fairly.
The dispute resolution mechanisms put in place by the tax office are fair
The decisions of the income tax local committee are generally fair and unbiased.
The tax office takes the circumstances of each company when making decisions.
The tax office corresponds with taxpayers in a timely manner.
The tax office consults widely about how they might change things to make it
easier for taxpayers to meet their obligations
To what extent did your organization meet income tax returns requirements in
2014
In 2014, how many times did your organization make tax payments on time
If my organization encounters any financial pressure it would be easy for the
company to justify under-reporting its income
How often has your organization over paid income tax in the last3 years

Rotated Factor Loadings
0.5784
0.5977
0.7685
0.753
0.6124
0.5567
0.4973
0.3865
0.3411
0.6238
0.5227
0.4452
0.0698

Table A.2: Correlation Matrix for measures of Exchange Fairness

Fairness_1
Fairness_2
Fairness_3

Fairness_1
1.0000
0.0684
0.1008

Fairness_2

Fairness_3

1.0000
0.4441

1.0000

Table A.3: Correlation Matrix of Procedural fairness
fairness_4 fairness_5 fairness_6 fairness_7 fairness_8 fairness_9 fairness_10 fairness_11 fairness_12 fairness_13 fairness_14

fairness_4

1.000

fairness_5

0.433

1.000

fairness_6

0.512

0.492

1.000

fairness_7

0.490

0.427

0.715

1.000

fairness_8

0.232

0.359

0.331

0.437

1.000

fairness_9

0.218

0.314

0.235

0.270

0.718

1.000

fairness_10

0.278

0.246

0.371

0.330

0.142

0.301

1.000

fairness_11

0.167

0.112

0.290

0.331

0.092

0.070

0.480

1.000

fairness_12

-0.070

-0.254

-0.140

-0.157

-0.061

-0.087

0.018

-0.027

fairness_13

0.080

-0.015

-0.018

-0.104

-0.013

-0.082

-0.158

-0.090

0.361

1.000

fairness_14

0.154

0.231

0.352

0.168

0.076

0.069

0.210

0.306

-0.094

-0.044

1.000
1.000

Table A.4: Correlation matrix of Measures of Horizontal fairness (Fairness_15, Fairness_16 & Fairness_17)

Fairness_15
Fairness_16
Fairness_17

Fairness_15
1.0000
0.4226
0.0169

Fairness_16

Fairness_17

1.0000
0.0359

1.0000

*******

