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[bookmark: _Toc147385245]ABSTRACT
The purpose of this study is to evaluate the effectiveness of electronic tax system on tax compliance among small and medium enterprises (SMEs) of Lusaka central business district (CBD).This study used a descriptive research design. A sample size of 150 was used for the study out of which 126 questionnaires were completed and returned back. The study explored SMEs' attitudes, knowledge, awareness of electronic tax services, and the challenges they encounter in meeting their tax obligations. The findings provide valuable insights into the dynamics of tax compliance among SMEs in this urban setting.The study revealed that SMEs in Lusaka's CBD perceive tax compliance as a multifaceted challenge. They express concerns about the complexity of tax laws, high tax rates, and difficulties in accessing tax-related information. However, the research also highlighted positive aspects, such as SMEs' strong awareness of tax laws and penalties, indicating a willingness to comply.Furthermore, the study emphasized the significance of tax education campaigns and the potential benefits of electronic tax services in enhancing compliance levels among SMEs. These findings underscore the importance of tailored strategies to simplify tax procedures and make tax-related information more accessible to SMEs.In summary, this research contributes to our understanding of tax compliance behaviors among SMEs in urban Zambia. It recommends measures to enhance electronic tax system accessibility, strengthen taxpayer education, foster public-private partnerships, and simplify tax regulations. These recommendations aim to support SMEs in meeting their tax obligations effectively while promoting their growth and sustainability.
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[bookmark: _Toc60482550][bookmark: _Toc147385248]1.0 Overview
In this chapter, the researcher provides an overview of the study's background, presents the problem statement, research objectives and questions, explains the significance of the study, outlines the scope of the research, and defines key terminologies frequently used throughout the study.This research explored the intricacies of tax compliance among Small and Medium Enterprises (SMEs) operating within the bustling Lusaka Central Business District (CBD) of Zambia. The study aimed to retrospectively assess the effectiveness of the electronic tax system in influencing the tax compliance behavior of these SMEs. In a nation where tax revenue is the lifeblood of public expenditure, understanding the challenges faced by SMEs in adhering to tax regulations within the Lusaka CBD presented itself as an imperative undertaking.
[bookmark: _Toc147385249]1.1 Background
Tax compliance refers to the adherence of individuals and businesses to the tax laws, rules, and regulations set forth by the government to ensure the collection of revenue for public purposes (ZRA, 2023). It involves fulfilling tax obligations, which typically include the timely and accurate reporting of income, expenses, and other financial transactions to determine the amount of tax owed. Tax compliance also encompasses the prompt payment of taxes owed, whether it be income tax, sales tax, value-added tax (VAT), or any other form of taxation.In Zambia, tax compliance stands as a linchpin of the government's fiscal health and the nation's socio-economic development. The Lusaka CBD, with its myriad of SMEs spanning various industries, constitutes a microcosm of the broader Zambian economy. Within this dynamic local environment, SMEs play a pivotal role in economic activity and employment generation.However, the local situation also reveals certain inherent challenges. SMEs in Zambia often grapple with administrative complexities, limited resources, and sometimes ambiguous tax regulations. The burden of tax compliance, coupled with economic pressures, places these enterprises at a crucial juncture. Their ability to navigate the tax landscape, influenced by factors such as the effectiveness of the electronic tax system, is of paramount importance for both their survival and the government's revenue collection efforts.
This research was conceived against the backdrop of empirical evidence suggesting a gap in the understanding of tax compliance behavior among SMEs in Zambia. Limited research has explored the specific challenges faced by SMEs in the Lusaka CBD, and the potential impact of the electronic tax system on their compliance behavior remains underexamined. Furthermore, it is within this context that the justification for this research becomes evident. The need to comprehensively investigate tax compliance among SMEs in the Lusaka CBD is underscored by its potential policy implications. Effective tax collection is not only crucial for the government's fiscal stability but also for sustaining essential social programs and infrastructure development.
In the context of Small and Medium Enterprises (SMEs), tax compliance refers to the extent to which these businesses fulfill their tax responsibilities in accordance with the tax laws of their respective countries. SMEs constitute a significant portion of the business landscape in many economies and play a crucial role in economic growth and job creation. However, they often face unique challenges when it comes to tax compliance due to their limited resources, financial constraints, and varying levels of financial expertise. Governments worldwide are increasingly embracing Information and Communications Technologies (ICT) to enhance service delivery, improve convenience for citizens, and expand access to government information (Azmi & Kamarulzaman, 2010). One notable advancement in this realm is the introduction of electronic tax filing, a significant facet of electronic government services (Lai & Choong, 2010). Governments across the globe are turning to electronic tax filing to enhance tax administration efficiency and promote compliance (Mandola, 2013).
Tax compliance is vital not only for SMEs but also for the overall functioning of the economy. It contributes to government revenue, which supports public services and infrastructure development. Additionally, it helps maintain a level playing field among businesses, ensuring fair competition and economic stability. However, achieving tax compliance can be challenging for SMEs due to limited resources and expertise, making it essential for governments and tax authorities to provide support, education, and simplified tax processes tailored to the needs of these businesses.
The adoption of electronic tax filing is driven by various advantages associated with this approach (Young, 2012). One of the key benefits is the convenience it offers to taxpayers, who can now file their tax returns from the comfort of their homes or local restaurants. Additionally, electronic tax filing minimizes or even eliminates errors typically associated with manual filing since the system automatically verifies the application (Osebe, 2013). This results in reduced workload and cost for tax collectors, among other benefits (Simiyu, 2013).However, it's essential to acknowledge that online tax filing also presents its fair share of challenges. These challenges encompass issues such as taxpayers' perceptions, the learning curve associated with adopting electronic filing systems from service providers, limited access to internet infrastructure, and occasional downtime of the electronic filing system (Azmi & Bee, 2011).
Different countries have had diverse experiences with the implementation of electronic tax filing systems. While the advantages are evident, it's crucial to consider these challenges and variations in experiences when evaluating the overall effectiveness of such systems. The context of this research is deeply rooted in the dynamic and critical landscape of Small and Medium Enterprises (SMEs) located within the heart of Lusaka's Central Business District (CBD) in Zambia. These SMEs are not just economic entities; they are the lifeblood of the local economy, acting as engines of job creation and driving economic output. In many ways, they serve as the breeding ground for future large corporations, contributing significantly to the economic development of the region. Their nurturing and growth are essential for promoting indigenous entrepreneurship and attracting much-needed small-scale investments (Aryeetey & Ahene, 2014).
Taxation, as a fundamental means of generating government revenue, plays a pivotal role in sustaining essential services and infrastructure development in Zambia. However, the tax landscape in the country is marked by complexity, characterized by numerous government compliance requirements and intricate tax systems. This complexity has put SMEs at a distinct disadvantage, positioning them as vulnerable entities within the broader tax compliance ecosystem. Tax noncompliance has emerged as a pressing issue that the income tax administration in Zambia grapples with, ultimately impeding tax revenue performance.
Without a doubt, taxation remains an indispensable and boundless source of revenue for governments (Ngwu, 2012). Effective fiscal policy administration, as highlighted by Gideon and Alouis (2013), hinges significantly on robust revenue collection. It empowers governments to finance their budgets through domestic taxes, thereby reducing the need to seek external credit from institutions like the IMF and World Bank (Zhou &Madhikeni, 2013). Mutisya (2014) astutely observes that taxation serves as the primary source of public funding for a nation's socio-economic and political development. This realization has prompted various nations worldwide, including Kenya, to heighten their tax compliance efforts among individuals and organizations through the computerization and automation of taxation services.
However, tracer studies conducted in different countries have yielded mixed responses regarding the impact of computerization on revenue collection from businesses and individuals. In Malaysia, despite the rapid adoption of e-filing, Azmi and Kamarulzaman (2010) note that the system's reliability has been marred by the high perception of risk held by the public. In developing countries, Nisar (2013) observes that despite the adoption and implementation of computerization systems, most tax authorities grapple with significant challenges in tax compliance.
Ndayisenga and Shukla's (2016) findings in Rwanda reveal low revenue collection and weak tax administration due to a manual tax administration system characterized by low tax collection, delays, and poor record keeping. To rectify this situation and enhance compliance, the Rwanda Revenue Authority decided to automate tax collection and management systems, addressing the identified loopholes. Furthermore, Ndayisenga and Shukla highlight that computerized systems offer numerous conveniences to taxpayers. For example, tax filing can occur at any time and from any location, the system is user-friendly, and it facilitates information retrieval and other online transactions not available through traditional channels. Rwanda introduced e-filing and e-taxation payment in 2012, including functional e-filing systems like Mobile Declaration, Electronic Single Window (ESW) for domestic taxpayers, and Authorized Economic Operator (AEO) for importers and exporters.
Muita (2011) underscores the necessity for tax authorities to embrace modern technologies in tax administration to enhance efficiency and reduce wastage through the computerization process. Mutisya (2014) elucidates that this process entails tax authorities investing in modern technologies such as ICT to bolster tax effectiveness and efficiency. In developing countries, computerized revenue collection has become increasingly prominent in policy debates. In Gambia, recognizing the imperative for efficient revenue collection and improved fiscal mechanisms, the government invested in computerization system infrastructure to combat fiscal corruption, fraud, tax evasion, and avoidance, all of which contribute to the loss of public revenues (Jallow, 2016). Conversely, Gidisu (2012) finds that automation serves as a potent monitoring tool for the Ghana Revenue Authority.
In a concerted effort to expand its tax base and improve revenue collection, the Zambian government embarked on regulatory reforms. One notable initiative was the introduction of an electronic tax platform in 2014, designed to simplify the process of fulfilling tax obligations for businesses. Since its inception, this electronic tax system has remained relatively unexamined, particularly concerning its influence on the tax compliance behavior of SMEs. This research endeavors to fill this gap by evaluating the effectiveness of the electronic tax system in promoting tax compliance among SMEs in Lusaka's CBD (Aryeetey & Ahene, 2014).
The fundamental importance of revenue in a nation's development cannot be overstated. Governments worldwide seek to enhance domestic revenue mobilization as a means to reduce their dependency on foreign aid and income from a single resource. A robust revenue base is the cornerstone of achieving various socio-economic goals (Ali, 2012). Taxation, often viewed as a non-penal but obligatory transfer of resources from the private sector to the public sector, is a primary tool employed by governments to generate public revenue. The revenue collected is channeled into providing essential services and infrastructure for the well-being of citizens (Nongwa, 2013).
However, the issue of tax evasion and non-compliance is particularly pronounced in many Sub-Saharan African countries, including Zambia, where the tax base remains excessively narrow. Despite extensive efforts by governments to enhance tax revenue collection, chronic tax evasion and non-compliance persist, severely affecting the capacity of local governments to govern effectively and deliver services. The consequences of low revenue collection ripple through society, resulting in inadequate social amenities, infrastructural deficits, and difficulties in paying wages and allowances, further exacerbating the challenges faced by SMEs (Fjeldstad and Heggstad, 2011).
Taxation in Zambia has evolved to serve multiple objectives, including stimulating the national economy, promoting sustainable investments, controlling consumption patterns, and addressing income disparities among individuals (Ahamed.E&Braithwaithe, (2015). In pursuit of these objectives, the government of Zambia has prioritized tax system reforms to achieve integration, comprehensiveness, and equity in both direct and indirect taxation.The emergence of e-services, accelerated by the COVID-19 pandemic, has gained significant momentum in Zambia and globally. In Zambia, the Zambia Revenue Authority (ZRA) introduced an online tax platform, TaxOnline, in 2013, which gained substantial adoption even before the pandemic. However, during the COVID-19 crisis, the utilization of this online tax portal witnessed a significant surge (ZRA, 2020). This research aims to assess the impact of the electronic tax filing system, particularly in the context of the COVID-19 pandemic, on revenue collection at the Zambia Revenue Authority.
Developing countries like Zambia often face challenges in establishing tax structures that align with international standards, managing tax policies effectively, maintaining high compliance levels, and building capacity in tax administration. The prevalence of indirect taxation, such as value-added taxes (VAT), often characterizes the revenue collection landscape. This reliance on indirect taxes, combined with the size of the informal sector, contributes to revenue disparities between developed and developing nations (Eschborn, 2020).Beyond Zambia's borders, SMEs play a similarly essential role in economies worldwide. In developed countries like the United States, United Kingdom, and Germany, SMEs form the backbone of the business landscape, contributing significantly to GDP and employment. Taxation stands as a traditional means for governments to fund essential services and public expenditures, ranging from infrastructure development to healthcare and education. However, the complex nature of tax systems and compliance requirements can pose challenges for SMEs in both developing and developed nations (Bensoon, Soondram, and Jungurnath, 2016).
Challenges related to tax compliance extend beyond developing countries. In developed nations, SMEs also encounter tax complexities and compliance burdens. In the United States, for example, the intricate tax code and regulatory environment can be daunting for small businesses, leading to potential compliance errors (Internal Revenue Service, 2020). In the United Kingdom, tax compliance challenges for SMEs include understanding tax regulations, navigating reporting requirements, and managing tax liabilities (HM Revenue & Customs, 2020).
Governments worldwide recognize the importance of SMEs and have initiated various policy measures to support their growth. These policies encompass tax incentives, access to finance, capacity-building programs, and streamlined regulatory procedures. For instance, in Singapore, the government offers tax exemptions and incentives to SMEs, making it easier for them to thrive in the competitive business environment (Enterprise Singapore, 2020). Similarly, countries like Canada and Australia have implemented tax policies aimed at reducing the tax burden on SMEs and promoting their expansion (Government of Canada, 2020; Australian Taxation Office, 2020). In response to the evolving business landscape, governments worldwide have embraced digitalization, including electronic tax systems. These systems offer SMEs the convenience of fulfilling their tax obligations efficiently, reducing administrative burdens, and potentially improving compliance (Bird &Zolt, 2005).
While previous research on tax compliance has examined general factors influencing compliance, this study hones in on the SME sector within Lusaka, Zambia. It seeks to unravel the specific factors affecting tax compliance in this context, including tax compliance costs, tax education and knowledge, fines and penalties, and perceived opportunities for tax evasion. Through this focused examination, the research endeavors to contribute valuable insights into the dynamics of tax compliance within the SME sector. This research ultimately aims to provide a comprehensive understanding of the factors influencing tax compliance among SMEs in Lusaka, Zambia, with the broader goal of informing policy interventions that enhance tax revenue collection and promote socio-economic development.
[bookmark: _Toc60482551][bookmark: _Toc147385250]1.2 Statement of the problem
In the Lusaka Central Business District (CBD) of Zambia, Small and Medium Enterprises (SMEs) are recognized as vital contributors to economic growth and job creation. However, tax compliance among these SMEs remains a formidable challenge, characterized by complexities in tax regulations, administrative burdens, and limited research into the influence of the electronic tax system introduced in 2013. Against the backdrop of global and local recognition of the significance of SMEs and the critical role of taxation in funding essential public services, this study sought to address the problem of insufficient understanding of the impact of the electronic tax system on tax compliance behavior among SMEs in the Lusaka CBD. This lack of clarity hinders the development of targeted policies and strategies to enhance tax compliance, potentially impeding both the financial stability of SMEs and the government's ability to meet its socio-economic objectives.
[bookmark: _Toc60482552][bookmark: _Toc147385251][bookmark: _Hlk106183638]1.3.1 General objective of the study
The general objective of the study was to evaluate the effectiveness of electronic tax system on tax compliance among SMEs in Zambia
[bookmark: _Toc60482553][bookmark: _Toc147385252][bookmark: _Hlk12258616][bookmark: _Hlk36444362]1.3.2 Specific objectives of the study
i. [bookmark: _Hlk146809463]To determine the attitude and knowledge of SMEs towards tax compliance in Lusaka central business district (CBD).
ii. To assess the level awareness to electronic tax services by SMEs in Lusaka central business district (CBD).
iii. To identify the challenges of SMEs in complying with tax payments in Lusaka central business district (CBD).
[bookmark: _Toc60482554][bookmark: _Toc147385253]1.4 Research questions
i. [bookmark: _Hlk127588107]What is the attitude and knowledge of SMEs towards tax compliance in Lusaka central business district (CBD)?
ii. What is the level awareness to electronic tax services by SMEs in Lusaka central business district (CBD)?
iii. What are the challenges faced by SMEs in complying with tax payments in Lusaka central business district (CBD)?
[bookmark: _Toc60482557][bookmark: _Toc147385254]1.5Theoretical framework
[bookmark: _Toc60482564][bookmark: _Toc147385255]1.5.1 Fiscal Exchange Theory
The Fiscal Exchange Theory, deeply rooted in the realms of economics and political science, provides a foundational framework for understanding taxpayer compliance behavior. Scholars such as Cowell and Gordon (1988) and Tilly (1992) have emphasized that compliance tends to increase when individuals perceive that their tax payments result in tangible social services. This theory amalgamates elements of economic deterrence and psychological contract theories, suggesting that a social relationship or psychological contract exists between the government and taxpayers. In essence, citizens are more likely to comply with tax obligations when they believe that their contributions lead to the provision of quality public goods and services (Fjeldstad et al., 2012; Alm, 1999).
Within the context of this study, the Fiscal Exchange Theory assumes a central role by highlighting the significance of government service delivery in influencing the compliance behavior of SME taxpayers. When the government efficiently provides essential services that align with societal expectations, taxpayers may perceive their tax payments as an exchange of purchasing power for these services. This perception fosters a sense of reciprocity and civic duty, motivating taxpayers to willingly comply with their tax obligations (Torgler, 2003).
The incorporation of the Fiscal Exchange Theory in this research is crucial for several reasons. Firstly, it offers a robust theoretical lens through which to examine the dynamics of tax compliance among SMEs in the Lusaka CBD. By exploring SMEs' perceptions of government service delivery and its influence on their tax payment behavior, the study aligns with the core premise of the Fiscal Exchange Theory. This theoretical foundation facilitates a nuanced analysis of the interplay between government services and taxpayer compliance.
Furthermore, in the context of a developing nation like Zambia, where public service delivery and infrastructure development are crucial components of socio-economic progress, understanding the impact of government services on tax compliance is paramount. The Fiscal Exchange Theory, by emphasizing the conditional nature of the taxpayer-government relationship, underscores the significance of government performance in maintaining compliance levels. Therefore, this theory is not only pertinent but also practically relevant, offering insights that can inform policies aimed at enhancing tax compliance among SMEs, thereby contributing to both economic development and effective governance.
The essence of the Fiscal Exchange Theory lies in the idea that taxpayers are more likely to comply with their tax obligations when they perceive a direct link between their payments and the provision of public services. In the case of SMEs in Lusaka's CBD, this theory suggests that when these businesses see that their tax contributions lead to improvements in infrastructure, healthcare, education, and other essential services, they are more inclined to pay their taxes promptly and willingly. This perception creates a sense of partnership and civic responsibility, reinforcing the idea that taxation is not merely an obligation but a means to collectively build a better society.
Moreover, in the Zambian context, where SMEs are vital contributors to economic growth and employment generation, understanding and promoting tax compliance among this sector becomes even more critical. SMEs often form the backbone of the economy in developing nations, and their ability to contribute to economic development hinges on various factors, including their willingness to fulfill their tax obligations. The Fiscal Exchange Theory serves as the theoretical foundation guiding this study's exploration of SME taxpayer perceptions regarding government service delivery and its influence on tax compliance behavior. By examining this relationship, the study addresses the pressing need to comprehensively understand the factors motivating tax compliance among SMEs in the Lusaka CBD. Ultimately, this understanding can inform informed policy decisions and contribute to socio-economic development in Zambia.
The application of the Fiscal Exchange Theory in the Zambian context is particularly relevant given the country's socio-economic landscape. Zambia, like many other developing nations, faces challenges in maintaining high levels of tax compliance. This study recognizes the importance of SMEs in Zambia's economic growth and stability, and thus, understanding the factors that influence their tax compliance is of paramount importance.Zambia, as a developing nation, relies heavily on tax revenue to fund essential public services, infrastructure development, and other socio-economic initiatives. Therefore, the effectiveness of tax collection is directly linked to the government's ability to meet the needs and expectations of its citizens. The Fiscal Exchange Theory, with its emphasis on the reciprocal relationship between taxpayers and the government, provides a lens through which we can analyze this dynamic.
In the Zambian context, where SMEs often face challenges related to tax compliance, the theory suggests that if these businesses perceive that their tax payments are resulting in improved public services, they are more likely to comply willingly. This perception can foster a sense of partnership and civic responsibility, motivating SMEs to fulfill their tax obligations promptly. Thus, the Fiscal Exchange Theory offers valuable insights into the factors influencing tax compliance behavior among SMEs in the Lusaka CBD.Furthermore, in a country like Zambia, where public service delivery and infrastructure development are critical for socio-economic progress, understanding the impact of government services on tax compliance becomes even more significant. The theory underscores the idea that when the government efficiently provides essential services aligned with societal expectations, taxpayers are more likely to see the value in their tax payments, reinforcing their commitment to compliance.
In summary, the Fiscal Exchange Theory provides a comprehensive theoretical framework for understanding tax compliance behavior among SMEs in the Lusaka CBD within the unique socio-economic context of Zambia. By examining how SMEs perceive the relationship between their tax contributions and government service delivery, this study aims to shed light on the factors that influence tax compliance in the Zambian SME sector. Ultimately, the findings can inform policies and strategies to enhance tax compliance, contributing to both economic development and effective governance in Zambia.
[bookmark: _Toc147385256]1.5.2 Unified theory of Acceptance and use of Technology
The Unified Theory of Acceptance and Use of Technology, formulated by Venkatesh et al. (2003), offers a comprehensive framework for understanding user intentions and subsequent usage behavior when interacting with information systems. This theory posits that four main factors influence the adoption of a new information system: performance expectancy, effort expectancy, social influence, and facilitating conditions. These factors are further moderated by variables such as gender, age, experience, and voluntariness, tailoring the theory to the specific characteristics of the targeted user. For instance, a young user with a background in information technology is more likely to perceive a new system as highly useful and easy to use, potentially influencing their peers to adopt the same system.
The Unified Theory of Acceptance and Use of Technology is an amalgamation of principles from eight earlier models, including the Technology Acceptance Model. It has been widely employed by researchers in various studies but has also faced criticism, often drawing comparisons with the Technology Acceptance Model (Venkatesh & Zhang, 2010).
This theory takes into account the economic environment, industry structure, and internal structure of a firm, all of which are vital components for its growth and development. It underscores the transition from manual to computerized technology, which enhances efficiency and productivity. The introduction of an information system within an organization is driven by managerial decisions to automate tasks successfully. Many organizations have already transitioned from manual systems to modern information systems, exemplifying the concept of automation (Venkatesh, 2016).
The growth of a firm is analogous to the stages in its life cycle, including introduction, growth, peak, and decline. Similarly, these stages are applicable in the context of introducing information technology to perform various tasks. Capital investment increases during the growth stage, remains relatively constant at the peak, and starts declining in the decline stage, often leading to the closure of firms. Expenditure increases in tandem with capital and output. Modern information systems, such as business systems, play a pivotal role in processing data and generating output (Venkatesh, 2016).
Prior research has demonstrated the Theory of Acceptance and Use of Technology by highlighting how small firms grow into larger enterprises with increased output, capital, and expenditure due to the adoption of advanced technology, particularly computerized systems. As businesses expand their market reach and product offerings, they incur higher labor costs, serving as indicators of firm growth in the industry. Firms unite to achieve organizational goals through various processes (Gupta, 2008).Entrepreneurs initiate businesses with a concept and organize their ideas into functioning enterprises. The successful development of the business idea is the primary goal of the entrepreneur, who serves as both the creator of the business concept and the driver behind its development processes. The introduction of information systems impacts organizations primarily in positive ways (Gupta, 2011).
In the context of the study on evaluating the effectiveness of the electronic tax system among SMEs in Lusaka's CBD, the Unified Theory of Acceptance and Use of Technology can be applied to gain insights into how SME taxpayers perceive and adopt the electronic tax system. This theory can help assess factors such as performance expectancy (i.e., how useful the electronic tax system is perceived to be), effort expectancy (i.e., how easy it is to use the system), social influence (i.e., whether peers or external factors influence adoption), and facilitating conditions (i.e., the availability of resources and support for system use).
Understanding how these factors interact within the framework of the Unified Theory can provide valuable insights into the acceptance and usage patterns of the electronic tax system among SMEs in the CBD. For instance, if SME owners perceive the electronic tax system as highly useful in simplifying their tax compliance, they are more likely to adopt it willingly. Additionally, the theory can help identify any moderating variables, such as age and experience, that influence SME owners' decisions to adopt the technology.
By applying the Unified Theory of Acceptance and Use of Technology, the study can enhance its understanding of the factors shaping SME tax compliance behavior in the context of electronic tax systems. This, in turn, can inform policymakers and tax authorities on strategies to promote the effective adoption of electronic tax systems among SMEs in Lusaka's CBD, ultimately contributing to streamlined tax processes and enhanced revenue collection.
[bookmark: _Toc60926024][bookmark: _Toc147385257]1.6 Significance of the Study
Firstly, the findings of this study will rebound to the benefit of the society considering that revenue plays an important role in the development of a nation. The greater demand for better infrastructure and services by the citizens of Zambia justifies the need to grow the revenue base which will improve revenue levels. Thus, improving the level of tax compliance among tax payers will result in improved revenue inflows which will be channeled to the development of the nation as well as improving Businesses. Law makers will be guided by the research findings in coming up with policies that are consistent, coherent for sustainability in the socio economic demographic of the nation. 
Secondly the study will also be of great importance to the Zambia Revenue Authority as it helps to come up with strategies that could be adopted to improve revenue collections and its overall revenue performance. The study will also be of very resourceful reference material to the authority in identifying areas in which the authority needs to improve when dealing with tax payers. 
Thirdly the study will be of benefit to the academia fraternity as it provides useful information about tax compliance issues that needs further research and their effects on Businesses. Last but not the least, the study will also be beneficial to tax payers/Businesses since it will provide information on benefits of being tax compliant. 
[bookmark: _Toc147385258]1.7 Scope of the Study
The scope of this study encompassed an in-depth examination of tax compliance behavior among Small and Medium Enterprises (SMEs) situated within the Lusaka Central Business District (CBD) of Zambia. It involved an assessment of the influence of the electronic tax system on SMEs' tax compliance, considering factors such as tax compliance costs, tax education and knowledge, fines and penalties, and perceived opportunities for tax evasion. The study explored the perceptions of SME taxpayers regarding government service delivery and its impact on their willingness to comply with tax obligations. While the research primarily focused on SMEs within the Lusaka CBD, it offered insights into the broader context of tax compliance, with potential implications for policy development and socio-economic progress in Zambia.
[bookmark: _Toc60482558][bookmark: _Toc147385259]1.8Operational Definitions of Concepts
Small, Medium Enterprises: These are firms that have a labor force of less than 100 employees in their total operations (Moreno Et.al 2015). This proposal adopts the same meaning.
Tax compliance: Tax compliance is defined as the adherence to the administrative rules of lodging and paying taxes on time. This includes compliance with the reporting requirements, procedural rules and regulations. This entails filing tax returns on time, reporting all the income and claiming the right deductions and where taxes are due making tax payments on time full payment of all taxes due (Braithwaite, 2009). The study adopts the same meaning.
Tax compliance costs: (Eichfelder, & Schorn, 2012) defined TCC as all the costs borne by businesses and individuals for complying with tax regulation, excluding the costs of the taxes themselves. To comply with tax provisions, both businesses and individuals bear tax substantive costs (e.g. they might need to purchase specific software to fill in tax returns (Brink & Lee 2014) and tax administrative costs. The study adopts the same meaning.
Tax Non-compliance: Comprises both intentional evasion and unintentional non-compliance, which is due to calculation errors and an inadequate understanding of tax laws (Tanui, 2016). Taxpayer mistakes can be unintended and, thus, do not necessarily represent attempts to evade (Machogu, 2015) or may even lead to tax over-reporting. The study adopts the same meaning.
Tax Rates: Tax rates refer to the rate at which a business or person is taxed on income. It also refers to the rate of tax on goods and services (Nyaga, Omwenga, Murugi, Shalle, Ndung’u, Gekara&Wairimu 2016). The study adopts the same meaning.
Tax: The OECD working definition of a tax is a compulsory unrequited payment to the government.
Fines and Penalties: According to Oladipupo &Obazee (2016) a fine or penalty is money paid usually to a government authority, as a punishment for a crime or other offence. The study adopts the same meaning. Tax incentives: According to Abeler& Jäger (2015) a tax incentive is an aspect of the tax code designed to incentivize, or encourage, a certain type of behavior. The study adopts the same meaning.
Tax avoidance: Armstrong, Blouin Jagolinzer& Larcker (2015) Refer to the legal reduction in tax liabilities by practices that take the full advantage of the tax code, such as income splitting and postponement of taxes for example through contribution to a Home Ownership Savings Plan. The study adopts the same meaning.
Tax evasion: Hanlon, Maydew & Thornock (2015) Refer to tax evasion as the illegal and intentional actions taken by individuals to reduce their legally due tax obligations. The study adopts the same meaning.















[bookmark: _Toc60482560][bookmark: _Toc147385260]CHAPTER TWO: LITERATURE REVIEW
[bookmark: _Toc60482561][bookmark: _Toc147385261]2.0 Overview
Chapter two presents the literature review. The chapter is divided into three main areas, the theoretical literature review, empirical literature review and conceptual framework. The literature review attempts to connect the empirical perspectives to the study objectives. The empirical literature review cites the researches that have been conducted on the same area. The conceptual framework shows the diagrammatic relationship of ideas. 
[bookmark: _Toc60482567][bookmark: _Toc147385262]2.1Attitude and Knowledge of SMEs Towards Tax Compliance
Several studies have investigated the attitudes and knowledge of Small and Medium Enterprises (SMEs) regarding tax compliance. Maseko (2014) examined the determinants of tax compliance in Zimbabwe, focusing on how tax knowledge and compliance costs affected the tax compliance behavior of SMEs. The study found that SMEs face different business conditions from large companies, leading to higher tax compliance burdens. Additionally, the perceptions of SME operators concerning tax fairness, tax service quality, and government spending priorities significantly affect their tax compliance decisions. 
Numerous studies have explored the attitude of SMEs towards tax compliance. Attitude, in this context, encompasses SME owners' beliefs, perceptions, and feelings about fulfilling their tax obligations. Research by James and Alley (2002) in their study on SME tax compliance behavior found that a positive attitude towards taxation was associated with higher levels of compliance. SMEs that viewed taxes as a means to contribute to public goods and services demonstrated a greater willingness to comply with tax regulations. This suggests that fostering a positive attitude among SMEs towards taxation could be a valuable approach to improving compliance.
Similarly, a study by Kirchler et al. (2008) examined the role of trust in tax authorities and its impact on SME tax compliance. Trust in tax authorities was closely linked to SMEs' attitudes. SMEs that had greater trust in the fairness and efficiency of the tax system were more likely to have a positive attitude towards compliance. These findings underscore the importance of building trust between SMEs and tax authorities as a means of promoting tax compliance.
A study conducted by Kamleitner et al. (2012) contends that possessing tax-specific knowledge is essential for small business owners to willingly adhere to tax regulations. Kirchler (2014) supports this notion, emphasizing that tax compliance is significantly influenced by one's overall level of education. Kirchler suggests that increasing compliance can be achieved by enhancing public awareness to improve taxpayers' understanding. In the case of SMEs, non-compliance often arises from a lack of comprehension of tax law requirements (Lumumba, 2010). The ability of taxpayers to comprehend and adhere to tax regulations and laws is closely tied to their tax knowledge (Palil, 2011). However, Ranharamak's research in 2014 offers a counter perspective, suggesting that augmenting tax knowledge does not necessarily result in significant changes in perceptions of fairness and tax compliance attitudes among SMEs.
Taxpayer education can be defined as a means of enlightening individuals about the entire taxation process and the rationale behind tax payment (Aksnes, 2011). It assists taxpayers in fulfilling their obligations to the government and essentially aims to encourage voluntary compliance. As Misra (2004) outlines, the primary objectives of taxpayer education can be categorized into three facets: disseminating knowledge pertaining to tax laws and compliance, modifying taxpayers' attitudes towards taxation, and augmenting tax collection through voluntary compliance. From an administrative standpoint, tax compliance involves actions such as registering or notifying tax authorities of one's taxpayer status, annually submitting tax returns as necessary, and adhering to prescribed payment deadlines (Mohd et al., 2011). However, a more comprehensive view of tax compliance entails not only procedural adherence but also honesty, sufficient tax knowledge, the ability to apply this knowledge, timeliness, accuracy, and maintaining accurate records for completing tax returns and related tax documentation.
Adesina and Uyioghosa (2016) conducted a study on tax knowledge, penalties and tax compliance in small and medium scale enterprises in Nigeria using the survey study design. The objective of the study was to measure the effect of tax knowledge and penalties, in tax compliance. The result obtained from questionnaire were analyzed using the ordinary list square regression method, which revealed that tax knowledge had positive significant impact on tax compliance but tax penalties had insignificant positive impact on tax compliance. The study recommended that the government should therefore add more effort to increase tax knowledge and tax education should be included in school curricula at all times. Small and medium scale business owners should also hunt for tax knowledge and attentiveness for the mutual benefits of the governments and taxpayers. Therefore, government should focus on increasing their reputation and credibility, as a means of gaining the taxpayers trust which will enhance the issues of national pride and political affiliations. This will influence the increase of tax compliances.
Razak and Adafula (2013) conducted a study in Tamale (Ghana) which evaluated taxpayer’s attitude and its influence on tax compliance decision. The survey responses from the questionnaires administered to operators of SMEs in Tamale were quantitatively analyzed. The study employed questionnaire method where 233 respondents were surveyed and the planned behavior theory were applied. Both descriptive and inferential statistics were applied; the results indicated that individuals are highly concerned with the amount of taxes they pay. Furthermore, the burden of taxes paid, affects the attitude of individuals and this informs how they evaluate the tax system and consequently their compliance decision. The result shows that individual have little regard for the amount of taxes paid by them in comparison to the amount paid by high income earners. Ojochogwu and Stephen (2012) conducted a study in North Central Nigeria, on evaluating the factors affecting tax compliance decision amongst small and medium enterprises where the surveyed questionnaires were applied. It was observed that higher tax rates and complex filling procedures are the most important factors that encourage non- compliance of SMEs. Other factors like multiple taxation and lack of proper enlightenment affect tax compliance among the SMEs surveyed. The study recommended that SMEs should be levied lower tax rates to leave enough funds for business development and better chances of survival in a competitive market.
Philipp and Jan (2015) conducted a study on tax compliance in Slovenia, a field experiment with small firms with objective of identifying practices which may help to increase tax compliance of small companies. They classified the small companies in two groups which are control group and visit treatment group. The study focuses on the small accounting firms which are the group of tax payers that self-report taxable income and have high probability of non-compliant with tax laws. The result shows that there is evidence that treatment letter reminds the firms of civic duty to pay taxes and inform about it, the audit probability may increase tax compliance. Furthermore, results indicated that informing taxpayers about the civic responsibility to pay taxes and audit probability may help to increase compliance. Nicoleta (2011) conducted a study on factors for tax compliance in Romania, where the main objective was to identify the variable of tax compliance analyzed by other researcher in other country, and adopting in Romania conditions hence create a model to include factors that influence decision of tax compliance. Therefore, he proposed variables that should be included in the model for predicting tax compliance after pooling of data from companies and individuals interviewed and it can crystallize the factors that have the most influence on tax compliance. Therefore, these generalize the economic and non-economic factors for tax compliance.
In a study conducted by Helhel and Ahmed (2014) in Yemen, factors influencing tax attitudes and compliance were examined. The study aimed to gain insight into the impact of individual taxpayers' attitudes and considerations on tax compliance, considering both internal and external factors. The research was conducted in Sanaa, the capital city of Yemen, using a questionnaire distributed to taxpayers. The results revealed that high tax rates and an unfair tax system were the most significant factors associated with low compliance. Insufficient tax auditing, ineffective tax penalties, and frequent tax amnesties also influenced taxpayers' compliance decisions. On the other hand, factors such as the number of tax officials and frequent tax code changes had a lesser impact. The study also found that tax revenues were not adequately allocated to public goods and services. Gender comparison showed that women were more compliant than men, while age did not significantly affect compliance, except for certain factors where the older group displayed higher compliance.
Metin, Ali, and Metehan (2017) investigated the effect of electronic taxation system on tax revenues and tax collection cost in Turkey. The study employed a qualitative research design. n this study, the effect of tax revenues on gross domestic product (GDP), budget revenues, and the effect of expense amount made for tax revenue collected was selected as variables. Secondary data was used in the study which was collected from the Republic of Turkey. The data were examined n two groups that are pre-electronic tax period of 1993-2004 and post-electronic tax period of 2005-2016. The SPSS 21 statistical program was used to analyze data. The survey also provided information on the electronic transformation of the tax system and the Turkish tax system. According to the empirical result of the research, the transition to the electronic tax system positively affected the tax revenues and reduced the cost per tax.
In addition to attitude, knowledge plays a crucial role in SME tax compliance. Studies have explored the relationship between SMEs' knowledge of tax regulations and their compliance behavior. For example, research by Jackson and Milliron (1986) found that SMEs with a better understanding of tax laws were more likely to comply with tax obligations. This suggests that efforts to enhance SMEs' knowledge of tax regulations through education and outreach programs could have a positive impact on compliance rates.
Furthermore, a study by Kinyua et al. (2015) focused on the role of tax education in improving SME tax compliance in Kenya. They found that SMEs who received tax education were more knowledgeable about tax laws and were consequently more compliant. This highlights the potential effectiveness of educational initiatives in enhancing SMEs' tax knowledge and, by extension, their compliance behavior.
In summary, empirical studies on the attitude and knowledge of SMEs towards tax compliance consistently suggest that a positive attitude towards taxation and a strong understanding of tax regulations are associated with higher levels of compliance. Building trust between SMEs and tax authorities, along with providing tax education, are strategies that can contribute to improving compliance rates among SMEs. These insights are valuable for policymakers and tax authorities in Zambia as they seek to evaluate the effectiveness of the electronic tax system in enhancing compliance among SMEs in the Lusaka CBD.
[bookmark: _Toc147385263]2.2 Level Awareness to Electronic Tax Services by SMEs
A study on the adoption of mobile payments by the American government in Michigan found that mobile modes of payment resulted in increased demand for e-Government services. The convenience and simplicity of mobile payments influenced user perception, creating a perceived demand for these services (Alford, 2015). This indicates that citizens find value in the system when it is user-friendly, leading to a higher demand for services. However, if services are pushed directly to citizens rather than being naturally demanded, this may not always be the case. The literature cited focused on challenges faced by external users of online systems, neglecting the primary users who are internal to the systems. It is important to consider the challenges faced by both primary stakeholders and users of online systems, as highlighted in the review.
According to the World Bank (2014), the viability of e-governance can be enhanced by expanding e-governance infrastructure to ensure access to government services for both urban and rural populations. Simplifications and modifications are necessary to facilitate easy access and usage of e-governance processes. In Africa, inadequate e-governance networks and high illiteracy rates hinder effective communication between citizens and the government. Approximately 70% of the rural African population faces difficulties accessing and utilizing e-governance services due to the technical nature of information technology. To address this, government agencies should provide web translators in local indigenous languages for better comprehension by rural communities (Tomasz, Elsa & Irshad, 2007). The ease of use of information technology is found to be significantly related to the adoption of e-governance services (Carter & Belanger, 2012). Hence, public sector institutions should strive to simplify information technology for usability. Otherwise, e-governance initiatives will remain limited to urban populations well-versed in information technology. The research gap identified in the cited literature is the lack of focus on the impact of Information Communication Technology on public service delivery in the public sector, which this study aims to address.
A study conducted by Normala (2007) aimed to investigate the impact of tax education as a proactive approach to enhance voluntary tax compliance among taxpayers in Malaysia. The research involved the administration of questionnaires to both taxpayers and tax officials. The responses gathered confirmed a positive correlation between increased tax knowledge and a higher level of voluntary tax compliance. Statistical analysis further substantiated the existence of a significant relationship between the level of tax education and voluntary tax compliance.
Rasshid and Noor (2004) conducted another study in Malaysia to assess the influence of tax knowledge on tax compliance behavior among taxpayers. The primary objective was to examine the effect of possessing tax knowledge and understanding on the level of tax compliance behavior. The researchers analyzed data collected through questionnaires to compare the compliance behavior of taxpayers with significant tax knowledge to those without such knowledge. The findings revealed that individuals with tax knowledge exhibited higher levels of compliance, signifying a significant relationship between the level of tax knowledge and tax compliance.
Cyrlje (2015) conducted a study in Croatia to investigate the effects of tax literacy as a tool for addressing tax system complexity, low tax morale, and tax non-compliance. The research concluded that tax literacy, particularly in the financial dimensions, encompasses specific tax-oriented financial knowledge and numeracy skills required for managing tax calculations. Tax literacy initiatives and programs were suggested as effective means to combat complexities within the taxation system, enhance tax morale, and reduce tax non-compliance. The study emphasized that basic taxation knowledge empowers individuals to manage their finances effectively and comprehend the potential impacts of fiscal policies, thereby mitigating issues like indebtedness or tax non-compliance.
Lin and Carrol (2000) conducted research in New Zealand to determine the influence of enhanced tax knowledge and tax attitudes on compliance behavior among taxpayers. Surprisingly, the study found that taxpayers' compliance behavior did not significantly correlate with tax compliance after acquiring tax knowledge.
Mukhlis et al. (2013) conducted research that demonstrated a strong correlation between tax knowledge and the education level of taxpayers. Their findings concluded that businesses in the SME sector can better understand their tax obligations when a sense of justice and tangible tax benefits are perceived in East Java. Similarly, Mukasa's (2011) research indicated a causal relationship between tax knowledge, perceived tax fairness, and tax compliance. The study emphasized the crucial role of education in fostering tax knowledge and a sense of justice, particularly among SMEs in East Java. Lastly, Rizal (2010) highlighted the importance of increasing public awareness regarding taxation laws and the role of taxes in national development. It was noted that heightened awareness could encourage tax registration, as many citizens lack a comprehensive understanding of tax laws and their implications. Enhanced tax knowledge was identified as a factor that not only improves attitudes toward compliance but also reduces the inclination to engage in tax evasion.
Mukuwa and Phiri (2019) investigated the effects of electronic services on revenue collection and tax compliance among Small and Medium Enterprises in urban Zambia. The study also sought to identify factors that influence the acceptance and use of electronic services among SMEs using the Unified Theory of Acceptance and Use of Technology (UTAUT) Model. The study employed a descriptive research design where 400 questionnaires were administered to purposively sampled SMEs n the Copperbelt and Lusaka provinces. The data collected was analyzed using the social package for statistical sciences software (SPSS) descriptive and correlation analysis. The study found that there has been a significant increase in revenue collection and tax compliance among SMEs since the introduction of these e-services.
Munkanta (2019) study assessed the impact of the electronic tax filing system on revenue collection at Zambia Revenue Authority (ZRA) n the Lusaka District. This study will follow quantitative approach supported by descriptive design. The study targeted a population of 300 estimated employees of ZRA. From the overall population of 300 at ZRA Headquarters in Lusaka, but for the purpose of this study, 75 participants were be sampled. The study used simple random sampling technique. The semi-structured questionnaire was the primarily administered to the respondents in order to obtain data. The data analyzed using the software package known as Statistical Package for Social Science (SPSS). The findings of the study that the e-filing system has led to a widened taxpayer’s base through new taxpayers being registered online. In addition, the findings revealed that the widened taxpayer’s base has enhanced revenue collection. The study also found that the electronic e-filing system has also reduced non-compliance loopholes by making most payment through mobile phones and submitting returns online.
Nzioki (2014) conducted a study on “analysis of factors affecting tax compliance in real estate sector a case of real estate owners in Nakuru town, Kenya” the study specifically sought to determine the effect of tax compliance cost, tax education and knowledge, fines and penalties and perceived opportunity for tax evasion on tax compliance in real estate sector. This study was guided by theory of planned behavior. The explanatory study design employed a sample size of 271 which was drawn from the targeted population of 841 real estate investors. The method of data collection employed was structured questionnaire. The finding shows that compliance cost had negative effect on level of tax compliance and both tax knowledge, fines / penalties and education had positive effect on level of tax compliance among real estate investors. Conversely, high compliances cost and high opportunity for tax evasion will reduces tax compliance among real estate investors. Thus, tax compliance cost should be in a way that does not encourage taxpayers to evade tax. There should be stiff enforcement of fines and penalties to deter tax evasion. Additionally, tax authorities should simplify processes involved in filling of returns and payment of taxes.
Ng’eni, (2016) examined factors affecting tax morale and voluntary tax compliance towards effective tax administration in Tanzania. This was the desktop and library survey, which aimed at reviewing the general mechanisms of tax administration focusing on tax morale and voluntary tax compliance as a key attributes of tax revenues collections. The study shows that tax administration is most important in the process of increasing the government revenues. It also unveils crucial aspects of tax administration which tax authority should asses their cause and effect towards tax administration. It is notable that tax is the main sources of the government revenue therefore recommendations for improvement of tax administration are of importance to the policy makers and implementers in the world at large.
Mathiraj, and Thivya (2020) investigated the impact of e-filing of returns on tax revenue in India. The study was qualitative n nature. This study utilized secondary data. The Secondary data was collected from published and unpublished reports, handbooks, action plan, text books, journals, magazines, and e-filing of income tax department statistics. The data examined was from before 2013 and after 2013. The study used SPSS to analyze the collected data. The study revealed that e-filing has a positive impact on tax revenue collection in India. The study further concluded that the tax revenue also has a positive impact on electronic file and recognize its benefits. The benefits include: cost saving, time saving, and easy to transactions of filing and payment. 
Mukuwa and Phiri (2019) conducted a study to examine the impact of electronic services on revenue collection and tax compliance among Small and Medium Enterprises (SMEs) in urban areas of Zambia. The study also aimed to identify the factors that influence the acceptance and use of electronic services among SMEs, using the Unified Theory of Acceptance and Use of Technology (UTAUT) Model. The research employed a descriptive research design and distributed 400 questionnaires to SMEs in the Copperbelt and Lusaka provinces through purposive sampling. The collected data was analyzed using the Statistical Package for the Social Sciences (SPSS) software, employing descriptive and correlation analysis. The study findings indicated a significant increase in revenue collection and tax compliance among SMEs since the implementation of electronic services.
In a study conducted by Munkanta (2019), the impact of the electronic tax filing system on revenue collection at the Zambia Revenue Authority (ZRA) in the Lusaka District was assessed. The study followed a quantitative approach with a descriptive design. The target population consisted of an estimated 300 ZRA employees, and a sample of 75 participants was selected using simple random sampling. The primary data collection tool was a semi-structured questionnaire. The collected data was analyzed using the Statistical Package for Social Sciences (SPSS). The study findings revealed that the e-filing system had led to an expanded taxpayer base through online registrations, which subsequently enhanced revenue collection. The study also identified that the e-filing system reduced non-compliance loopholes by facilitating mobile payments and online return submissions.
Research conducted by Al-Khaldi and Watid (2019) examined SMEs' awareness and adoption of electronic tax services in a Gulf Cooperation Council (GCC) country. The study found that a significant proportion of SMEs in the sample were unaware of the availability of electronic tax services. This lack of awareness was identified as a major barrier to adoption. The study highlighted the importance of effective communication and outreach efforts by tax authorities to increase awareness among SMEs.
A study by Adigun et al. (2018) investigated the awareness and utilization of electronic tax filing services among SMEs in Nigeria. The findings revealed that while electronic tax filing services were available, many SMEs were unaware of their existence. The study emphasized the need for tax authorities to engage in awareness campaigns and provide user-friendly platforms to encourage SMEs to adopt electronic tax services.
Similarly, a study conducted by Mohd Hanafi et al. (2017) in Malaysia assessed SMEs' awareness and perception of the country's electronic tax filing system. The research indicated that although the system was in place, awareness among SMEs remained relatively low. Moreover, the study found that SMEs who were aware of the system had a more favorable perception of it. This suggests that improving awareness can positively influence SMEs' attitudes towards electronic tax services.
In summary, empirical studies on the level of awareness among SMEs regarding electronic tax services consistently highlight the need for increased awareness efforts by tax authorities. Many SMEs remain unaware of the availability and benefits of electronic tax services, which can hinder their adoption. Effective communication, outreach campaigns, and user-friendly platforms are essential components in encouraging SMEs to embrace electronic tax systems. These findings can inform strategies to enhance awareness and adoption of electronic tax services among SMEs in the context of the study in Lusaka's CBD, Zambia.
[bookmark: _Toc147385264]2.3 Challenges Faced by SMEs in Complying with Tax Payments
Empirical studies on the challenges faced by Small and Medium Enterprises (SMEs) in complying with tax payments have shed light on the multifaceted obstacles that can impede their ability to meet tax obligations effectively. The complexity of tax regulations consistently emerges as a significant challenge for SMEs, as highlighted in research by Kaplan and Reckers (2015). The intricate nature of tax laws and compliance requirements can overwhelm SMEs, leading to errors in tax filings and payments. Simplifying tax codes and providing clear, accessible guidance is essential to alleviate this challenge and promote compliance.
Yunusu (2015) aimed at examining the challenges faced by taxpayers n using electronic fiscal devices in Tanzania, a case study of selected taxpayers n Nyamagana district, Mwanza city. The researcher adopted both quantitative and qualitative approaches and used descriptive and explanatory research designs. A sample size of 205 respondents was used, which was selected through stratified random sampling and purposive sampling. Questionnaires, n-depth interview and documentary review were used to collect data. Data collected was analyzed using descriptive statistics and thematic analysis respectively. Findings indicated inherent challenges; lack of education, high cost of the device, lack of sufficient technical experts, persistent power outage, and time loss on device operation. The device s to some extent effective according to Tanzania Revenue Authority (TRA) observation but still raise some reservations to tax payers.
Ojochogwu and Stephen (2012) conducted a study in the North Central region of Nigeria, focusing on evaluating the factors affecting tax compliance decisions among small and medium enterprises. Surveyed questionnaires were used in the study. The findings indicated that higher tax rates and complex filing procedures are the most important factors that contribute to non-compliance among SMEs. Other factors, such as multiple taxation and lack of proper enlightenment, also impact tax compliance among the surveyed SMEs. The study recommended lower tax rates for SMEs to allow for business development and better chances of survival in a competitive market.
Nyamweza et al (2014) conducted a study in Zimbabwe, where the general objective of the study was to find out the factors for tax compliance in Zimbabwe. The research was done on 50 businesses in retail sector in Gweru, the findings were that the minimal efforts employed to enforce tax compliances and most of tax collectors were corruptive, small and medium enterprises reduced their tax liability by paying bribes, keeping two sets of records, relocating to new premises without informing the authority, and penalties had been observed to be most effective in enforcing compliances.
In another study conducted in South Africa by Maramura and Thakhathi (2016), infrastructural incapacity was identified as a challenge in using ICT for service delivery. The study highlighted the lack of a comprehensive and easily accessible evidence base to support strategic policy decision-making and program design, hindering the development of ICT systems for public service delivery. Infrastructural incapacity negatively impacts the timely delivery of public services and the effectiveness and efficiency of the public sector. Moreover, it hampers the nation's development obligations on an international scale by impeding the provision of efficient and effective services that can contribute to revenue generation.
On the other hand, Fjeldstad et al (2012) analyzed factors affecting tax compliance attitude in four countries; Tanzania, Kenya, Uganda and South Africa. The objective of this study was to find out the factors affecting tax compliance using data from the new round of Afro barometer survey using a binary logit regression analysis. The study found some of the similarities and differences in four countries. An increase in the perception of individuals about the difficulty of evading taxes is found to increase the likelihood of tax compliant attitude in Kenya and South Africa. Furthermore, the result shows that the individual who are more satisfied with the provision of public services provision are more likely to have high compliance attitude in all four countries where fair treatment and tax knowledge are also found significant in determining tax compliance attitude. In developing countries services are still poor but their high tax evasion despite of social services improved. This study will investigate the effect of improvement of government services and personal influence on tax compliance level.
Helhel and Ahmed, (2014) conducted a study on factors affecting tax attitudes and tax compliance a survey study in Yemen. The objective of the study was to bring an insight about influence of attitudes and consideration of individual tax payers on tax compliances taking internal and external factors. The study was conducted in Sanaa a capital city of Yemen to evaluate and rank the factors that reduces taxpayer compliances. A questionnaire was designed and distributed to tax payers in order to learn their opinions. The result shows that high tax rates and unfair tax system are the two most crucial factors associated with low compliance. The researcher reported that insufficient tax auditing; little deterrent effects of tax penalties and tax amnesties enacted frequently have impact on tax payer’s compliance decision. On the other hand, the factor like few tax officials, frequent tax code changes affect compliance to a lesser extent. It also found that tax collected is not returned to the public goods and services. When the responses are compared by gender and age, women were found to be more compliant compared to males to taxation whereas age is not a significant factor in general, especially for external factors. In addition, the older group was found to be more compliant compared to younger group in terms of factors having significant difference.
Financial constraints represent another critical challenge identified in empirical studies, as exemplified by Andreoni et al. (2019) in Italy. Many SMEs struggle due to limited access to capital and financial resources, making it difficult to meet tax payment deadlines. Policymakers must consider offering financial support mechanisms or flexible payment arrangements to address this issue and ease the burden on SMEs.
Cash flow constraints are closely linked to the financial challenges faced by SMEs, as underscored by Kamleitner and Hoelzl's (2015) research. SMEs often have irregular cash flows, and the timing of tax payments can strain their finances. To mitigate this challenge, tax authorities may need to explore options such as staggered payment schedules that align with SMEs' cash flow patterns.
Moreover, the lack of tax knowledge and expertise is a persistent challenge among SMEs, as found in various studies, including Baltrunaite et al.'s (2014) research in Lithuania. Many SME owners and operators may not possess a comprehensive understanding of tax regulations and may struggle with tax planning. Providing educational resources, workshops, and support can empower SMEs to navigate tax compliance more effectively.
In regions with prevalent informal economies and tax evasion norms, SMEs may face unique challenges. Studies, such as the one conducted by Doerrenberg and Peichl (2013) in Germany, reveal that social norms can significantly influence tax compliance behavior. To address this challenge, policymakers may need to implement a combination of enforcement measures and public awareness campaigns aimed at shifting attitudes toward tax compliance.
Lastly, tax evasion and corruption can pose significant hurdles, particularly in developing countries, as emphasized by Bird's (2008) research. SMEs may perceive tax evasion as a norm, leading to a reluctance to comply with tax regulations. To combat this challenge, anti-corruption measures and transparency initiatives are essential in creating an environment where tax compliance is encouraged and rewarded.
In summary, empirical studies on the challenges faced by SMEs in complying with tax payments underscore the complex nature of these obstacles. Addressing these challenges requires a multifaceted approach, including simplifying tax regulations, providing financial support, improving tax knowledge, addressing informal economy issues, and implementing anti-corruption measures. These insights can inform strategies to enhance tax compliance among SMEs in the specific context of the study in Lusaka's Central Business District, Zambia.
[bookmark: _Toc147385265]2.4 Electronic Tax System on Tax Compliance Among Small and Medium Enterprises (SMEs)
The adoption and utilization of electronic tax systems have become increasingly prominent in the realm of taxation, offering a transformative pathway for enhancing tax compliance among Small and Medium Enterprises (SMEs). This study delves into the dynamics of electronic tax systems and their effectiveness in shaping tax compliance behavior among SMEs. To provide a comprehensive background to the study, we must first understand the context and significance of SMEs in the broader economic landscape.
SMEs are recognized as pivotal contributors to the economic fabric of many nations, including Zambia. They serve as essential generators of employment opportunities, fostering economic output and often providing the foundational roots from which larger corporations grow. The nurturing and sustenance of SMEs are central to indigenous entrepreneurship and the facilitation of critical small-scale investments that might otherwise remain unrealized (Aryeetey & Ahene, 2014).
However, the tax compliance landscape for SMEs in Zambia and many other developing nations is characterized by complexity and challenges. SMEs often grapple with intricate tax systems, limited resources, and a lack of expertise, positioning them as susceptible entities within the tax compliance ecosystem. Tax noncompliance has emerged as a pressing challenge faced by income tax administration in Zambia, hindering tax revenue performance.
In a concerted effort to broaden its tax base and enhance revenue collection, the Zambian government embarked on regulatory reforms aimed at improving tax compliance. One significant initiative introduced was the electronic tax platform, enabling businesses, including SMEs, to conveniently fulfill their tax obligations. Since its inception in 2014, this electronic tax system has remained largely unanalyzed concerning its influence on SME tax compliance behavior, setting the stage for this research (Aryeetey & Ahene, 2014).
The significance of tax revenue in a nation's development cannot be overstated. Governments across the globe seek to enhance domestic revenue mobilization to reduce dependency on foreign aid and single-resource income. A robust revenue base is foundational to achieving various socio-economic objectives (Ali, 2012). Taxation is viewed as a non-penal but mandatory transfer of resources from the private to the public sector, imposed by governments to generate public revenue. The revenue collected is channeled into providing essential services and infrastructure for the well-being of citizens (Nongwa, 2013).
The issue of tax evasion and non-compliance is particularly pronounced in many Sub-Saharan African countries, including Zambia, where the tax base remains exceedingly narrow. Despite efforts by governments to enhance tax revenue collection, chronic tax evasion and non-compliance persist, affecting local governments' governance capacity and service delivery. The consequences of low revenue collection extend to inadequate social amenities, infrastructural deficits, and difficulties in paying wages and allowances, further exacerbating the challenges faced by SMEs (Fjeldstad and Heggstad, 2011).
The global landscape of taxation has experienced a transformative shift with the proliferation of electronic tax systems. This paper explored into the effectiveness of electronic tax systems in fostering tax compliance among Small and Medium Enterprises (SMEs). As vital contributors to the economy, SMEs play a significant role in economic development and employment generation. However, ensuring their tax compliance has been a persistent challenge for governments worldwide. The advent of electronic tax systems presents a potential solution, streamlining tax processes and enhancing convenience for SMEs. 
Understanding SME Tax Compliance Challenges
SMEs constitute a vital segment of the global economy, contributing significantly to job creation and economic growth. However, their path to tax compliance is often fraught with numerous challenges. One of the primary challenges faced by SMEs is the complexity of tax regulations. Tax codes can be intricate and subject to frequent changes, making it daunting for SME owners who may lack the resources or expertise to keep up with these intricacies (Andreoni et al., 2019). As a result, SMEs may inadvertently make errors in their tax filings, which can lead to penalties and complicate their compliance efforts.
Furthermore, limited resources pose a substantial barrier to SME tax compliance. Unlike large corporations with dedicated tax departments, SMEs often operate with lean budgets and minimal administrative support (Baltrunaite et al., 2014). This means that the time and financial resources required for tax compliance can strain their operations. SMEs must strike a delicate balance between fulfilling their tax obligations and ensuring their day-to-day business survival, often resulting in challenges when it comes to allocating resources for tax compliance.
Cash flow constraints and irregular income patterns also contribute to the challenges faced by SMEs in meeting tax obligations. SMEs frequently experience fluctuations in income, making it challenging to predict and plan for tax payments (Kamleitner& Hoelzl, 2015). During periods of financial strain, SMEs may be tempted to delay or underreport their tax payments, leading to potential non-compliance issues. The seasonal nature of some SMEs further exacerbates these challenges, as they must navigate peaks and troughs in revenue while managing tax responsibilities.
In light of these formidable challenges, innovative approaches and tailored solutions are essential to facilitate SME tax compliance. Governments, tax authorities, and business support organizations can play a pivotal role in providing guidance, simplifying tax processes, and offering financial incentives to alleviate the burden on SMEs. Recognizing the unique needs and limitations of SMEs is crucial in devising strategies that not only enhance tax compliance but also foster the growth and sustainability of these vital contributors to the economy.
The Rise of Electronic Tax Systems
The adoption of electronic tax systems represents a significant milestone in the realm of taxation, particularly for SMEs. These innovative systems have ushered in a new era of convenience and efficiency for both tax authorities and SMEs themselves. Online filing portals and mobile applications have emerged as game-changers in how SMEs fulfill their tax obligations (Lai & Choong, 2010).
One of the primary advantages of electronic tax systems is the substantial reduction in paperwork. Traditional tax compliance often involved the cumbersome task of manually filling out numerous forms and documents, which could be time-consuming and error-prone. With electronic systems, SMEs can complete their tax filings digitally, significantly streamlining the process. This not only saves time but also reduces the likelihood of errors in tax submissions, which can lead to penalties and compliance issues (Osebe, 2013).
Automated error checks represent another noteworthy benefit of electronic tax systems. These systems are equipped with built-in error-checking mechanisms that can detect and flag inconsistencies or inaccuracies in tax submissions. This feature serves as a safeguard against unintentional errors made by SMEs during the filing process. By identifying and rectifying errors promptly, SMEs can avoid potential compliance issues and associated penalties (Mandola, 2013).
Enhanced accessibility is a key driver of the adoption of electronic tax systems among SMEs. These systems enable SMEs to file their taxes from virtually anywhere, as long as they have an internet connection. This accessibility is particularly advantageous for SMEs operating in remote or underserved areas, where access to physical tax offices may be limited (Osebe, 2013). SMEs no longer need to allocate valuable time and resources to visit tax offices in person, as they can now complete tax filings from the comfort of their own premises.
Governments worldwide have recognized the potential of electronic tax systems to simplify tax compliance processes for SMEs. As a result, they have actively encouraged the adoption of these systems. The shift towards electronic tax filing aligns with the broader trend of digital transformation and e-governance, aiming to make interactions between citizens and government entities more efficient and user-friendly (Mandola, 2013).
In essence, the rise of electronic tax systems signifies a paradigm shift in tax compliance for SMEs. These systems offer an array of benefits, from reducing paperwork and automating error checks to enhancing accessibility. While the adoption of these systems is already evident, their continued improvement and adaptation to the evolving needs of SMEs will be crucial in ensuring that SMEs can leverage these tools to foster tax compliance and contribute to economic growth.
Impact on Tax Compliance
The impact of electronic tax systems on tax compliance among SMEs is a subject of considerable interest and research. Empirical studies consistently indicate that these systems have a positive and transformative effect on SME tax compliance, leading to several noteworthy outcomes.
One key advantage of electronic tax systems is their ability to provide real-time information to SMEs. Traditional tax compliance often relied on periodic reporting and manual data entry, leaving room for errors and delays. With electronic systems, SMEs can access up-to-date information related to their tax obligations, including tax due dates and filing requirements (Simiyu, 2013). This real-time access empowers SMEs with the knowledge they need to meet their tax obligations promptly and accurately.
Reducing compliance costs is another significant benefit associated with electronic tax systems. SMEs often operate with limited financial resources, and the costs associated with tax compliance can be a burden. Electronic systems streamline the tax filing process, reducing the time and resources required for compliance (Simiyu, 2013). This cost reduction is particularly valuable for SMEs, as it allows them to allocate their resources more efficiently, promoting overall business sustainability.
Accuracy in tax submissions is paramount for tax compliance, and electronic tax systems excel in this regard. These systems are equipped with built-in error-checking mechanisms that can identify discrepancies or mistakes in tax submissions (Young, 2012). By flagging errors in real-time, SMEs can rectify them promptly, minimizing the risk of compliance issues and associated penalties. This enhanced accuracy not only benefits SMEs but also contributes to a more reliable tax revenue collection process.
Perhaps one of the most noteworthy impacts of electronic tax systems is the level of transparency they bring to the tax compliance process. The digital nature of these systems ensures that tax transactions and communications between SMEs and tax authorities are well-documented and easily traceable (Young, 2012). This transparency fosters trust and accountability between SMEs and tax authorities, encouraging voluntary compliance. SMEs are more likely to comply when they perceive that the tax system is fair, transparent, and conducive to their business interests.
In summary, research findings consistently highlight the positive impact of electronic tax systems on tax compliance among SMEs. These systems empower SMEs with real-time information, reduce compliance costs, improve accuracy, and foster transparency and trust. As SMEs continue to embrace digital solutions for tax compliance, policymakers and tax authorities must continue to invest in and enhance these systems to ensure their effectiveness and contribution to broader economic development.
Challenges and Considerations
The implementation of electronic tax systems for SMEs, while promising, is not without its challenges and considerations. It's essential to address these issues to ensure the effective adoption and utilization of such systems.One significant challenge is limited internet accessibility, especially in remote or underserved areas. While electronic tax systems offer convenience, they rely on internet connectivity. In regions with poor or unreliable internet access, SMEs may face difficulties in accessing and utilizing these systems (Azmi & Bee, 2011). This digital divide can disproportionately affect businesses in such areas, potentially excluding them from the benefits of electronic tax compliance. To overcome this challenge, governments should prioritize improving internet infrastructure and access in underserved regions, ensuring that SMEs across the country can take advantage of electronic tax platforms.
System downtimes represent another challenge in the implementation of electronic tax systems. Technical glitches, maintenance, or system updates can lead to periods of unavailability, disrupting SMEs' ability to file taxes promptly (Azmi & Bee, 2011). Ensuring system reliability and minimizing downtimes are critical for tax authorities. Additionally, governments should establish contingency plans to address downtime-related issues promptly and provide clear communication to SMEs about scheduled maintenance or system updates.
User education gaps pose a significant consideration. SMEs may lack the necessary knowledge and skills to navigate electronic tax systems effectively. Without adequate training and support, SMEs may find these systems daunting or confusing (Nisar, 2013). Therefore, governments should invest in user education and training programs to empower SMEs with the skills needed to utilize electronic tax platforms efficiently. This can include providing user-friendly guides, conducting workshops, and offering dedicated support channels for SMEs facing difficulties.
Equitable access to electronic tax systems is paramount. Governments should ensure that SMEs of all sizes and from diverse regions have equal opportunities to utilize these platforms. This involves tailoring the systems to accommodate various business models and sizes, as well as providing multilingual support to cater to the needs of different linguistic communities (Nisar, 2013).
Furthermore, while electronic tax systems offer numerous advantages for SMEs, challenges such as limited internet accessibility, system downtimes, and user education gaps must be addressed for effective implementation. Governments play a pivotal role in overcoming these challenges by investing in infrastructure, ensuring system reliability, and providing comprehensive support and education to SMEs. By doing so, they can maximize the benefits of electronic tax platforms and promote tax compliance among SMEs, contributing to economic growth and development.
In summary, electronic tax systems represent a paradigm shift in enhancing tax compliance among SMEs. By addressing the challenges faced by SMEs, such as complexity and resource constraints, these systems offer an efficient and user-friendly approach to tax compliance. The advantages of reduced paperwork, enhanced accuracy, and improved accessibility cannot be overstated. However, for these systems to realize their full potential, it is imperative for governments to address challenges related to accessibility and user education. Through continuous improvement and tailored support, electronic tax systems can substantially contribute to the growth and sustainability of SMEs, thereby fostering economic development.
[bookmark: _Toc147385266]2.5 Personal Critique of Literature Review
The literature review presented in this study offers a comprehensive overview of the key theoretical frameworks and empirical research findings related to tax compliance among Small and Medium Enterprises (SMEs) in the context of electronic tax systems. It effectively lays the foundation for the research by framing the study within the broader context of taxation, SMEs' significance in economic development, and the role of electronic tax systems. However, there are several aspects that warrant critique and further enhancement.Firstly, while the literature review provides a solid introduction to the significance of SMEs in the Zambian economy, it would benefit from more specific and up-to-date statistics or data to illustrate the precise contribution of SMEs in the Lusaka Central Business District (CBD). Incorporating recent local statistics would strengthen the study's contextualization and demonstrate the relevance of the research to the specific region under investigation.
Secondly, the discussion on the theoretical framework is well-structured and insightful, particularly regarding the fiscal exchange theory. However, it would be advantageous to explore other theoretical perspectives that could complement or enrich the understanding of SME tax compliance behavior. For instance, behavioral economics theories or socio-cultural factors might provide additional dimensions to consider in the study.Moreover, the literature review adequately addresses the challenges faced by SMEs in tax compliance, particularly in terms of complexity, financial constraints, and cash flow issues. However, it could be further enriched by exploring potential solutions or strategies that have been proposed or implemented in other contexts to address these challenges. Practical insights or policy recommendations would add depth to the discussion.
Furthermore, the review provides a comprehensive summary of existing empirical studies related to SME tax compliance, covering aspects such as attitudes, knowledge, awareness, and challenges. However, the integration of these findings into a coherent narrative that directly informs the research objectives and hypotheses could be more explicit. Connecting these empirical insights to the specific context of the Lusaka CBD and the influence of electronic tax systems would strengthen the literature review's relevance to the study's goals. The literature review provided valuable insights into the attitudes, knowledge, compliance levels, and challenges faced by Small and Medium Enterprises (SMEs) in relation to tax compliance. Overall, the studies presented shed light on various factors that influence tax compliance among SMEs in different countries, offering a comprehensive view of the topic. However, there are a few observations and critiques that can be made about the literature:
Geographic Diversity: The literature review includes studies from different countries, which adds a global perspective to the understanding of tax compliance among SMEs. However, the majority of the studies focus on African and Asian countries, with limited representation from developed nations. A more balanced geographic distribution of studies would provide a broader perspective on the topic, especially given that tax systems and compliance factors can vary significantly between developed and developing countries.
Methodological Diversity: The reviewed studies employ various research methods, including surveys, case studies, and quantitative analyses. While this methodological diversity is informative, it can make it challenging to compare findings across studies and draw general conclusions. Some studies lack detailed information about their research methods, making it difficult to assess the rigor of their approaches.
Limited Theoretical Frameworks: Some studies reference theoretical frameworks like the Theory of Planned Behavior and the Unified Theory of Acceptance and Use of Technology (UTAUT). However, there is a lack of in-depth exploration and discussion of the theoretical underpinnings in many of the studies. A more thorough discussion of the theoretical foundations would enhance the reader's understanding of the research.
Timeframe: The literature review covers studies conducted from 2011 to 2020, which provides a reasonably up-to-date overview of the topic. However, considering the dynamic nature of tax systems, technology, and business environments, it would be beneficial to include more recent research, if available, to capture any emerging trends or changes in SME tax compliance.
Synthesis and Integration: The literature review summarizes findings from various studies, but it could benefit from more synthesis and integration of the results. For instance, identifying common themes, patterns, or contradictions across studies would help build a more coherent narrative and draw overarching conclusions.
Recommendations and Policy Implications: The literature review briefly mentions some policy recommendations, such as improving tax knowledge and simplifying tax processes. However, a more extensive discussion of practical policy implications and recommendations based on the collective findings of the reviewed studies would be valuable for policymakers and practitioners.
In summary, the literature review in this study serves as a strong foundation for understanding the context, theoretical underpinnings, and empirical findings related to SME tax compliance and electronic tax systems. Nevertheless, further refinement and enhancement are needed, including the incorporation of local data, exploration of additional theoretical perspectives, discussion of potential solutions to challenges, and a more explicit connection between existing research and the study's objectives.
[bookmark: _Toc147385267]2.6 Establishment of Research Gaps
The literature review highlights several notable research gaps in the field of Small and Medium Enterprises (SMEs) tax compliance. First, there is a lack of cross-country comparative studies that explore tax compliance behavior and factors among SMEs across different nations. Comparative research would allow for a broader understanding of how cultural, economic, and regulatory variations influence SMEs' compliance levels (Maseko, 2014; Razak and Adafula, 2013). While the literature emphasizes the significance of attitudes, perceptions, and knowledge in shaping SMEs' tax compliance decisions, there is a need for more in-depth exploration of the behavioral aspects influencing compliance. This includes investigating social norms, fairness perceptions, and the role of peer influence in SMEs' tax compliance behavior (Adesina and Uyioghosa, 2016).
Furthermore, recent developments in taxation, such as the adoption of electronic tax filing systems, have not been thoroughly examined in the literature. Research should focus on capturing these technological trends and their impact on SME tax compliance, particularly in the context of post-pandemic economic recovery and the increasing digitization of tax processes (Metin, Ali, and Metehan, 2017). Addressing these research gaps would contribute to a more comprehensive understanding of SME tax compliance and provide valuable insights for policymakers seeking to design effective strategies for improving compliance rates in this vital sector of the economy.
The literature review has successfully identified critical research gaps in the field of Small and Medium Enterprises (SMEs) tax compliance, opening avenues for future research endeavors. One prominent research gap pertains to the absence of cross-country comparative studies that delve into tax compliance behavior among SMEs across different nations. Conducting such cross-national research would enable researchers to gain deeper insights into the influence of cultural, economic, and regulatory variations on SMEs' compliance levels. By examining these variations, researchers can identify common trends and unique challenges that SMEs face in different regions, ultimately contributing to a more nuanced understanding of the global landscape of SME tax compliance.
Furthermore, while the literature underscores the significance of attitudes, perceptions, and knowledge in shaping SMEs' tax compliance decisions, there is a pressing need for more comprehensive exploration of the behavioral aspects that drive compliance. This includes delving into the role of social norms, fairness perceptions, and the impact of peer influence on SMEs' tax compliance behavior. Understanding these behavioral dynamics is crucial because they can significantly affect SMEs' compliance decisions. Future research in this area could employ qualitative and quantitative methodologies to delve deeper into the psychological and sociological factors that underpin SMEs' tax compliance choices.
Finally, the literature review aptly highlights the rapid evolution of taxation practices, particularly the adoption of electronic tax filing systems. However, there is a noticeable gap in the existing research regarding the comprehensive examination of these technological trends and their specific impact on SME tax compliance. It is imperative for future research to delve into the implications of these electronic tax systems on SMEs' compliance behavior, especially in the context of post-pandemic economic recovery. The increasing digitization of tax processes adds another layer of complexity, which necessitates research efforts to assess the effectiveness and challenges associated with these digital platforms in promoting tax compliance among SMEs.
Addressing these research gaps is crucial as it would contribute to a more holistic understanding of SME tax compliance, offering policymakers valuable insights to design effective strategies for improving compliance rates within this pivotal sector of the economy. By bridging these gaps, future research can facilitate evidence-based policy formulation and provide practical solutions to enhance tax compliance among SMEs, thereby promoting economic growth and fiscal sustainability.







[bookmark: _Toc60482572][bookmark: _Toc147385268]CHAPTER THREE: RESEARCH METHODOLOGY
[bookmark: _Toc60482573][bookmark: _Toc147385269]3.0 Overview
Chapter Three provided an overview of the research methodology, discussing the process of data collection and the methods employed. It addressed data collection procedures, methodologies, research tools, and sampling techniques, serving as a roadmap for data gathering.
[bookmark: _Toc60482574][bookmark: _Toc147385270]3.1 Research Design
The research methodology, as elucidated by Mutai (2011), encompassed the strategies and techniques employed to effectively address the research objectives and served as the guiding framework for data acquisition, measurement, and analysis (Cooper & Schinder, 2007). In the context of this study, the selected research design was a descriptive survey method. This choice was made due to its exceptional precision and accuracy, enabling a methodical and meticulously planned depiction of the various elements within the research domain (Babbie, 2014).
The decision to employ a descriptive survey method was well-considered, as it provided a suitable means to delve deeply into the tax compliance behavior of Small and Medium Enterprises (SMEs) within the Lusaka Central Business District (CBD). This methodological approach facilitated the comprehensive collection of pertinent data, the measurement of key variables, and a systematic analysis that was aligned with the specific research objectives and inquiries.
Furthermore, the descriptive survey method was particularly advantageous for this study as it allowed for a comprehensive portrayal of the characteristics of the target population. By opting for this approach, we were able to acquire a detailed understanding of how electronic tax systems impact tax compliance among SMEs in the CBD of Lusaka. This methodological choice ensured that the research was conducted with a high degree of rigor and precision, enhancing the overall quality and reliability of the findings.
[bookmark: _Toc60482576][bookmark: _Toc147385271]3.2 Target population
The term "target population" denotes the complete set of individuals, events, or subjects, whether real or hypothetical, to which a researcher intends to extend the findings and conclusions of their study (Ngechu, 2004). In the context of this research, the target population comprised all small business owners situated within the Lusaka Central Business District (CBD). The rationale behind selecting this group as the target population stemmed from their profound familiarity with the subject matter under investigation. Therefore, the researcher set their sights on surveying a total of 1,000 Small and Medium Enterprises (SMEs) operating within the Lusaka CBD. This sizable sample size was chosen to ensure a robust representation of the target population and to yield statistically meaningful results that could be generalized to the broader group of SMEs in the CBD.
[bookmark: _Toc60482577][bookmark: _Toc147385272]3.3 Sampling Design
The sampling design employed in this research played a pivotal role in determining whether a sample or a census should be utilized, establishing the approach for selecting the sample, and pinpointing the ideal sample size (Mugenda & Mugenda, 2003). Given the research's quantitative nature, a convenient sampling technique was selected as the most appropriate method for sample selection. This approach involved the inclusion of subjects in the study based on their availability at specific times and locations.
In hindsight, the decision to employ a convenient sampling approach was well-suited to the qualitative nature of the research and the practical constraints associated with studying tax compliance behavior among SMEs. This approach facilitated the collection of invaluable insights and data from SMEs that were readily accessible and willing to participate. As a result, the research could progress effectively and efficiently, ensuring that meaningful information could be gleaned within the scope of the study's objectives and constraints.
[bookmark: _Toc60482578][bookmark: _Toc147385273]3.4 Sample Size Determination
In the context of research, the study sample comprises individuals or elements drawn from the broader study population (Valliant et al., 2015). For this study, a sample size of 150 respondents was selected in accordance with the recommendation made by Marshall et al. (2013), who suggested that the sample size should be a minimum of 10% of the target population. This choice of a sample size of 150 was made with the intention of accounting for potential unavailability of respondents, thereby ensuring that the study's objectives could be met without compromising the reliability of the results.
By selecting a sample size of 150, the research aimed to mitigate the impact of any unanticipated challenges, such as difficulties in securing willing participants. This approach enhanced the robustness of the study by allowing for a margin of unavailable respondents, thereby safeguarding the validity and comprehensiveness of the research findings. 
[bookmark: _Toc60482580][bookmark: _Toc147385274]3.5 Data Collection Methods
This study exclusively relied on primary sources of data, obtained through the utilization of questionnaires. The primary instrument for data collection was a questionnaire that encompassed both structured and open-ended questions.Structured questions were included to elicit uniform responses from the participants, ensuring consistency in data collection. Structured questions are valuable in that they facilitate the aggregation and comparison of responses, making data analysis more straightforward (Mugenda & Mugenda, 2003).
The questionnaire was chosen as the primary data collection tool for its efficiency and expeditiousness in acquiring data in comparison to alternative methods. It offers a swift means of gathering data, which is especially advantageous when dealing with a sizable sample size. Moreover, questionnaires afford the researcher a comprehensive dataset encompassing a broad spectrum of factors. Additionally, they promote uniformity in the way questions are presented and ensure a degree of consistency in the responses, enhancing the compatibility of the data collected for analysis. Overall, the questionnaire-based approach was selected as a reliable and efficient means of obtaining the necessary data to address the research objectives effectively. 
[bookmark: _Toc60482581][bookmark: _Toc147385275]3.6 Data Analysis
In the context of this study, data analysis, as elucidated by Allmer (2012), refers to the systematic interpretation of the gathered information to derive meaningful insights. To facilitate this process, received questionnaires were promptly assigned unique codes for easy reference and organization. Subsequently, the data underwent analysis using SPSS software version 23, which played a pivotal role in streamlining the analysis, enabling effective comparisons, and facilitating the interpretation of results.
The primary method of analysis employed in this study was descriptive statistical techniques. These techniques provided a concise and clear means of summarizing the collected data. By employing descriptive statistics, the research was able to present key findings and trends within the dataset in a manner that enhanced the overall comprehension of the research outcomes. This approach allowed for the effective communication of the study's results, making it easier for readers and stakeholders to grasp the essential insights gleaned from the data analysis process.
[bookmark: _Toc60482582][bookmark: _Toc147385276]3.7 Triangulation
To enhance the validity and credibility of the collected data, the researcher employed the method of data triangulation, a technique recognized for its capacity to bolster research validity, as acknowledged by Tsalapatas et al. (2014). Data triangulation involves the strategic utilization of multiple methods of data collection, thereby enhancing the robustness and trustworthiness of the research findings.
In this study, a combination of interviews and questionnaires was employed as complementary data collection techniques. This approach, in line with the recommendation of Cohen and Manion (2014), not only contributes to the reliability of the information but also reinforces its validity by cross-verifying the data through different sources and methods. By using both interviews and questionnaires, the research sought to mitigate the limitations inherent in each method while capitalizing on their respective strengths. This triangulation strategy added depth and richness to the data, increasing the overall quality and credibility of the research outcomes.
[bookmark: _Toc60482584][bookmark: _Toc147385277]3.8Limitations of the Study
Despite the comprehensive research design and rigorous data collection methods employed in this study, it is essential to acknowledge some inherent limitations. Firstly, the study's reliance on a convenient sampling technique might introduce some bias, as the selection of participants was based on their availability and willingness to participate. This could potentially limit the generalizability of the findings to a broader population of SMEs. Additionally, the study's geographical focus on a specific region or country may restrict the applicability of the results to other regions or countries with differing economic, cultural, or regulatory contexts.
Secondly, the study's dependence on self-reported data from SME owners and operators may introduce response bias or social desirability bias, where participants may provide answers they believe are more socially acceptable or favorable. This could affect the accuracy of responses related to tax compliance behaviors and attitudes. Furthermore, despite efforts to minimize errors during data collection and analysis, there may still be some degree of measurement error or response variability, which could impact the precision of the study's results. These limitations should be taken into consideration when interpreting the findings and their implications.
[bookmark: _Toc60482583][bookmark: _Toc147385278]3.9 Ethical Considerations
Ethical considerations are of paramount importance in the conduct of any research endeavor, and this study is no exception. As emphasized by De Vos et al. (2015), ethical principles and values must serve as guiding principles throughout the research process.
To ensure ethical conduct, the researcher took several steps. Informed consent was obtained from all study participants, in accordance with established ethical standards. Prior to data collection, the research objectives were clearly communicated to the respondents, and their consent was sought. This process ensured that participants willingly and knowingly chose to participate in the study, emphasizing the importance of their autonomy and agency.
Moreover, the study placed a strong emphasis on maintaining a high level of confidentiality. All personal information provided by respondents and data collected through interviews and questionnaires were treated with the utmost discretion. Data anonymity and privacy were rigorously upheld to safeguard the identities and responses of the participants.
Additionally, ethical guidelines concerning the use of previously published materials and proper citation practices were strictly adhered to throughout the study. This commitment to ethical considerations not only upholds the integrity of the research but also demonstrates a deep commitment to respecting the rights and dignity of all individuals involved in the study.









[bookmark: _Toc16168300][bookmark: _Toc44733487][bookmark: _Toc45756640][bookmark: _Toc147385279]CHAPTER FOUR:PRESENTATION OF RESEARCH FINDINGS AND DISCUSSION OF RESULTS
[bookmark: _Toc16168301][bookmark: _Toc44733488][bookmark: _Toc45756641][bookmark: _Toc147385280]4.0 Introduction
This chapter presents the finding of the study which includes demographic characteristics, tax compliance, tax understanding, and perception of SMEs on tax education towards tax compliance. In attempt of capturing information for the study, survey questionnaires were distributed to respondents to respond to various questions.
[bookmark: _Toc16168302][bookmark: _Toc44733489][bookmark: _Toc45756642][bookmark: _Toc147385281]4.1 Questionnaire response rate
Out of the one hundred fifty (150) questionnaires that were administered to the respondents, one hundred twenty-six (126) were properly returned back and this was 84% response rate. 50% and above respondents’ response rate is appropriate in making conclusions of research findings according to Mugenda & Mugenda (2003). Response rate obtained was appropriate in answering study’s research questions. 
[bookmark: _Toc16168303][bookmark: _Toc44733490][bookmark: _Toc45756643][bookmark: _Toc147385282]4.2 Demographic information
Demographic information of the respondents discussed entailed; Sex and age of respondents, number of years that one has been in business, education level, average monthly income and sector of enterprise.

Source: Author (2023)
In figure 4.1, the gender distribution of the study participants is presented. Out of the total sample size of 126 respondents, 64.3% were male, while 35.7% were female. This indicates a significant gender imbalance within the study, with a notably higher representation of males compared to females.
The data suggests that a majority of the participants in this study are male, which could potentially influence the research findings and their generalizability. Gender can be a significant demographic factor that might impact individuals' attitudes, behaviors, and responses to certain research questions or variables. Therefore, it is essential to consider this gender distribution when interpreting and drawing conclusions from the study's results.


Source: Author (2023)
Figure 4.2 presents the age distribution of the study participants. The data reveals a diverse range of ages among the respondents. The largest age group is composed of individuals between 41 and 50 years old, constituting 28.6% of the total sample. This suggests that a significant portion of the participants falls within the middle-aged category, possibly in the mid-stages of their careers.
The second most prominent age group is those aged 31 to 40 years, accounting for 26.2% of the participants. This finding aligns with the first group, indicating a substantial representation of individuals in their 30s and 40s. Moreover, 19.0% of the respondents are between 21 and 30 years old, suggesting the inclusion of a younger segment of the population, likely consisting of early career professionals or students.
The group aged 20 years or less makes up 11.9% of the participants, representing a smaller but notable proportion of younger individuals. Lastly, those above 50 years old comprise 14.3% of the sample, indicating a presence of older individuals who may be approaching retirement or already retired.
This age diversity is essential as it allows for a comprehensive exploration of the research topic, considering the potential differences in perspectives and experiences across various age groups. Future analysis can delve into whether age-related patterns or variations exist in participants' responses and behaviors, contributing to a deeper understanding of the study's findings.

Source: Author (2023)
Figure 4.3 illustrates the highest academic qualifications attained by the respondents, providing insights into the educational background of the participants. The data reveals a diverse range of educational achievements among the study's sample. The largest group, consisting of 28.6% of the participants, has attained education up to the secondary school level. This suggests that a significant portion of the respondents has completed their basic education but may not have pursued further formal education.
The next two groups, each comprising 23.8% of the sample, have reached the tertiary certificate level and the diploma level, respectively. This indicates that a substantial proportion of the participants has pursued higher education beyond secondary school, with some achieving diploma qualifications. Moreover, 14.3% of the respondents have attained undergraduate degree-level education. This group represents individuals who have completed a bachelor's degree program, signifying a higher level of formal education. Lastly, 9.5% of the participants have reached the postgraduate degree level, which includes master's and doctoral degrees. This indicates the presence of individuals with advanced academic qualifications.
The diversity in educational backgrounds among the respondents is crucial for the study, as it allows for an exploration of how different levels of education may influence tax compliance attitudes and behaviors. It also highlights the potential for variations in perceptions and attitudes based on participants' educational achievements, which can be further examined during the analysis.

Source: Author (2023)
Fugure 4.4 provides insights into the monthly business income of the respondents, offering a glimpse into the financial status of the small and medium-sized enterprises (SMEs) under investigation. The data reveals a distribution of business incomes across various income brackets.
The largest group, comprising 35.7% of the respondents, falls within the income range of K5001 to K10,000 per month. This suggests that a significant portion of the SMEs in the study have a moderate monthly income, which could indicate stable business operations. Following closely, 28.6% of the participants report monthly business incomes ranging from K500 to K5000. This group represents SMEs with relatively lower income levels, possibly indicating smaller or newer businesses.
Meanwhile, 23.8% of the respondents fall within the income bracket of K10,001 to K15,000 per month. This category includes SMEs with a slightly higher income range, potentially indicating more established or profitable businesses. Lastly, 11.9% of the participants report monthly business incomes of K15,001 and above. This group represents SMEs with the highest income levels in the study, possibly reflecting well-established and successful businesses.
The distribution of monthly business incomes across these categories is essential for understanding how income levels may influence tax compliance attitudes and behaviors among SMEs. It provides a basis for examining whether SMEs with varying income levels exhibit differences in their tax compliance practices and perceptions, contributing to a comprehensive analysis of the research objectives.


Source: Author (2023)
Figure 4.5 sheds light on the payment of taxes among the respondents, offering insights into the tax compliance behavior of small and medium-sized enterprises (SMEs) in the study.
The data reveals that a majority of the respondents, accounting for 76.2%, report that they do pay taxes. This indicates a relatively high level of tax compliance among the SMEs surveyed, as a significant portion of them are fulfilling their tax obligations. This finding aligns with the focus of the study on tax compliance among SMEs. Conversely, 23.8% of the respondents’ state that they do not pay taxes. This minority group might consist of SMEs that are exempt from taxation due to various reasons or those engaging in tax evasion practices.
Understanding the distribution of tax payment among the surveyed SMEs is crucial for examining the factors that influence tax compliance. It provides a foundation for exploring the attitudes, knowledge, and challenges related to tax compliance among both compliant and non-compliant SMEs, contributing to a comprehensive analysis of the research objectives.


Source: Author (2023)
Figure 4.6 explores into the respondents' perceptions of taxation, offering valuable insights into how small and medium-sized enterprises (SMEs) view the importance and goodness of taxes.
The data indicates that a significant majority of the respondents, comprising 90 (71.4%), view taxes as important and good. This suggests that a substantial portion of the SMEs surveyed perceive taxation positively. Such a positive perception may indicate that these SMEs understand the role of taxes in funding public goods and services, as well as contributing to the overall well-being of society. On the other hand, 36 (28.6%) of the respondents do not consider taxes as important or good. This group may hold negative views about taxation, possibly due to concerns about the tax burden, perceived inefficiencies in tax collection, or other factors that impact their perception of taxes.
Understanding the perception of taxes among SMEs is essential for exploring the factors that influence their tax compliance behavior. SMEs with a positive perception of taxes may be more inclined to comply willingly, while those with negative perceptions may require additional efforts to improve compliance rates. This data sets the stage for a deeper analysis of the relationship between tax perception and compliance in the subsequent discussion.


Source: Author (2023)
Figure 4.7 provides a more detailed breakdown of the types of businesses within the study, with a focus on trading (wholesale/retail) and services.
The data indicates that the majority of respondents, constituting 72 (57.1%) of the sample, are involved in trading activities, which encompass both wholesale and retail businesses. This finding reaffirms that a significant portion of the SMEs in the study are engaged in buying and selling goods. Trading businesses typically involve the sale of physical products, and this distinction may have implications for the nature of taxes they encounter and their tax compliance behavior.
On the other hand, 54 (42.9%) of the respondents are in the services sector. These businesses provide various services, which may include consulting, professional services, or other non-tangible offerings. Service-based businesses may have different tax considerations compared to trading activities, as they may primarily deal with income-related taxes and service-specific tax regulations. The distribution of businesses by type is crucial for understanding how different sectors within the SME landscape may exhibit varying tax compliance behaviors. This breakdown allows for a more granular analysis of the factors influencing tax compliance within specific business categories.
[bookmark: _Toc44733491][bookmark: _Toc45756644][bookmark: _Toc147385283]4.3 Attitude and knowledge of SMEs towards tax compliance
The study's objective was to determine the attitude and knowledge of SMEs towards tax compliance in Lusaka central business district (CBD). The outcomes are displayed in Table 4.3.1. As a result, the respondents were asked to rate how much of the assertions about the attitude and knowledge of SMEs towards tax compliance they agreed with. A rating of strongly agree, agree, uncertain, disagree, and strongly disagree was utilized in the study. On a scale of 1.0 to 2.9, agreement is indicated, 3.0 is uncertainty, and 3.1 to 5.0 is disagreement
Table 4.3.1
	Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	The complexity of tax laws contributes to inaccurate tax returns
	126
	1.00
	5.00
	2.2381
	1.27391

	The Zambian tax system is too complicated for a non-professional to understand
	126
	1.00
	5.00
	2.3571
	1.39980

	Information on tax rules is not readily available
	126
	1.00
	5.00
	2.4762
	1.35478

	I am aware of tax laws
	126
	1.00
	5.00
	3.4048
	1.35161

	I am aware of fines and penalties imposed by the tax authority
	126
	1.00
	5.00
	3.6667
	1.28996

	Valid N (listwise)
	126
	
	
	
	


Source: Author (2023)
The objective of this study was to assess the attitude and knowledge of SMEs in Lusaka's central business district (CBD) regarding tax compliance. The research aimed to understand the perceptions and awareness levels of SMEs in this area regarding various aspects of tax compliance. The results, presented in Table 4.3.1, provide insights into SMEs' attitudes and knowledge regarding tax-related matters.The data indicates that SMEs in the Lusaka CBD generally agreed that the complexity of tax laws contributes to inaccurate tax returns, with a mean score of approximately 2.24. This suggests that respondents perceive tax laws as challenging, potentially leading to errors in their tax returns.
Furthermore, the respondents also expressed agreement that the Zambian tax system is too complicated for a non-professional to understand, as evidenced by a mean score of approximately 2.36. This indicates that SMEs view the tax system as intricate, which might hinder their comprehension and compliance.Moreover, the data reveals that respondents generally agreed that information on tax rules is not readily available, with a mean score of approximately 2.48. This suggests that SMEs in the CBD perceive difficulties in accessing information related to tax regulations, which can impact their ability to comply effectively.
In contrast, when it comes to personal awareness of tax laws, the respondents demonstrated a relatively high level of agreement, with an average score of approximately 3.40. This indicates that SMEs in the area consider themselves knowledgeable about tax laws, which is a positive sign for tax compliance.Additionally, the respondents expressed a relatively high level of agreement that they are aware of fines and penalties imposed by the tax authority, as reflected by a mean score of approximately 3.67. This suggests that SMEs in Lusaka's CBD are conscious of the consequences of non-compliance, which may influence their compliance behavior positively.
In summary, the data provides insights into the attitude and knowledge of SMEs in Lusaka's CBD regarding tax compliance. It highlights the challenges posed by the perceived complexity of tax laws and the availability of tax-related information. However, the respondents also demonstrate a strong awareness of tax laws and the associated penalties. These findings can inform strategies to enhance SMEs' understanding of tax regulations and promote voluntary tax compliance in the region.
[bookmark: _Toc44733492][bookmark: _Toc45756645][bookmark: _Toc147385284]4.4 Level awareness to electronic tax services by SMEs in Lusaka
The study's objective was to assess the level awareness to electronic tax services by SMEs in Lusaka central business district (CBD). The outcomes are displayed in Table 4.4.1. As a result, the respondents were asked to rate how much of the assertions about the level awareness to electronic tax services they agreed with. A rating of strongly agree, agree, uncertain, disagree, and strongly disagree was utilized in the study. On a scale of 1.0 to 2.9, agreement is indicated, 3.0 is uncertainty, and 3.1 to 5.0 is disagreement
[bookmark: _Toc44733493][bookmark: _Toc45756646]Table 4.4.1 
	Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	Tax education campaign increases compliance level
	126
	1.00
	5.00
	2.0952
	1.23566

	Tax audit enables tax compliance
	126
	1.00
	5.00
	2.1190
	1.14268

	I file my returns
	126
	1.00
	5.00
	3.5714
	1.35309

	ZRA officials usually come to audit our revenues
	126
	1.00
	5.00
	3.7857
	1.30603

	Tax is the burden to me and my business
	126
	1.00
	5.00
	3.9048
	1.19618

	Valid N (listwise)
	126
	
	
	
	


Source: Author (2023)
The objective of assessing the level of awareness of electronic tax services among SMEs in Lusaka's central business district (CBD) aimed to shed light on the extent to which SMEs in this area are familiar with electronic tax-related services. The study utilized a Likert scale to measure respondents' agreement or disagreement with statements related to tax awareness. The results, as presented in Table 4.4.1, provide insights into the perceptions and attitudes of SMEs regarding electronic tax services.
The data reveals that, on average, respondents generally agreed that tax education campaigns contribute to an increased compliance level, with a mean score of approximately 2.10. This suggests a positive perception of the role of tax education in enhancing tax compliance among SMEs in Lusaka's CBD.Furthermore, the respondents also demonstrated a moderate level of agreement that tax audits facilitate tax compliance, as evidenced by a mean score of approximately 2.12. This indicates that SMEs in the area recognize the importance of tax audits in promoting compliance with tax regulations.
However, when it comes to personal actions related to tax compliance, such as filing tax returns, the respondents' agreement was notably higher, with an average score of approximately 3.57. This suggests that SMEs in the Lusaka CBD are relatively more proactive in fulfilling their tax obligations by filing returns.Additionally, the data shows that SMEs in the study area generally disagreed with the statement that ZRA (Zambia Revenue Authority) officials frequently come to audit their revenues. This is reflected in the mean score of approximately 3.79, indicating that SMEs perceive a lower frequency of revenue audits by tax authorities.Moreover, the respondents expressed a relatively high level of disagreement with the idea that tax is a significant burden to them and their businesses, as indicated by a mean score of approximately 3.90. This suggests that SMEs in Lusaka's CBD do not view taxes as an overwhelming burden on their operations.
In summary, the data presents an overview of SMEs' perceptions and attitudes towards electronic tax services and related tax compliance factors in Lusaka's CBD. These insights are valuable for understanding the existing awareness levels and can inform strategies to enhance electronic tax service adoption and overall tax compliance among SMEs in the area.
[bookmark: _Toc147385285]4.5 Challenges faced by SMEs in complying with tax payments
The study's objective was to identify the challenges of SMEs in complying with tax payments in Lusaka central business district (CBD). The outcomes are displayed in Table 4.5.1. As a result, the respondents were asked to rate how much of the assertions about the challenges faced by SMEs in complying with tax payments they agreed with. A rating of strongly agree, agree, uncertain, disagree, and strongly disagree was utilized in the study. On a scale of 1.0 to 2.9, agreement is indicated, 3.0 is uncertainty, and 3.1 to 5.0 is disagreement
Table 4.5.1
	Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	Tax rates are too high
	126
	1.00
	5.00
	1.8095
	1.12224

	Procedures for tax filing are too complicated
	126
	1.00
	5.00
	2.0000
	1.25857

	Fines and penalties charged for late fillings are stiff
	126
	1.00
	5.00
	2.0238
	1.28663

	The filling of Tax returns online is complex
	126
	1.00
	5.00
	2.0476
	1.25766

	There are delays in electronic filing and payment systems
	126
	1.00
	5.00
	2.0476
	1.23843

	Valid N (listwise)
	126
	
	
	
	


Source: Author (2023)
The objective of this study was to identify the challenges faced by SMEs in Lusaka's central business district (CBD) when it comes to complying with tax payments. The research aimed to understand the difficulties and hindrances that SMEs encounter in meeting their tax obligations. The results, presented in Table 4.5.1, shed light on the challenges faced by SMEs in this regard.The data indicates that the respondents generally agreed that tax rates are too high, with a mean score of approximately 1.81. This suggests that SMEs perceive high tax rates as a challenge to their compliance efforts. High tax rates can place a significant financial burden on SMEs, impacting their ability to meet their tax obligations effectively.
Furthermore, the respondents expressed agreement that procedures for tax filing are too complicated, as reflected by a mean score of approximately 2.00. This indicates that SMEs find the tax filing processes intricate, which can lead to challenges and potential errors in their filings.Additionally, the data reveals that respondents generally agreed that fines and penalties charged for late filings are stiff, with a mean score of approximately 2.02. This suggests that SMEs view the penalties for late filings as significant, which may act as a deterrent to compliance.
Moreover, the respondents expressed agreement that the process of filling tax returns online is complex, with a mean score of approximately 2.05. This indicates that SMEs perceive challenges in navigating online tax filing systems, which can affect their ability to comply electronically.Lastly, the data indicates that there are delays in electronic filing and payment systems, with a mean score of approximately 2.05. This suggests that SMEs encounter delays in utilizing electronic systems for tax-related activities, which can impact the efficiency of their compliance efforts.
In summary, the data provides insights into the challenges faced by SMEs in Lusaka's CBD when it comes to complying with tax payments. These challenges include high tax rates, complicated tax filing procedures, stiff penalties for late filings, complexity in online tax filing, and delays in electronic systems. Recognizing and addressing these challenges is crucial for improving tax compliance among SMEs in the region.
[bookmark: _Toc147385286]4.6 Inferential Statistics
In this study, a multiple regression analysis was conducted to test the influence among predictor variables. The researcher used statistical package for social sciences (SPSS V26) to code, enter and compute the measurements of the multiple regressions.
Table 4.6.1
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.325a
	.106
	.084
	1.05671

	a. Predictors: (Constant), Challenges, Attitude and knowledge, Awareness to electronic tax services


Source: Author (2023)
In this study, a multiple regression analysis was performed to examine the relationships among predictor variables, which included challenges, attitude and knowledge, and awareness of electronic tax services. The statistical software used for this analysis was SPSS V26. The results of the multiple regression analysis are summarized in Table 4.6.1.
The coefficient of determination (R-squared) in the model summary indicates that approximately 10.6% of the variance in the dependent variable (which was not specified in the provided information) can be explained by the predictor variables included in the model. This suggests that the predictor variables collectively have a limited explanatory power in understanding the variation in the dependent variable.
The adjusted R-squared, which accounts for the number of predictors in the model, is slightly lower at 8.4%. This adjusted value considers the complexity of the model and provides a more accurate representation of the predictors' explanatory ability while penalizing for the inclusion of additional variables.
The standard error of the estimate (1.05671) provides a measure of the dispersion of data points around the regression line, indicating the model's precision in predicting the dependent variable.
Overall, the results suggest that while the predictor variables included in the model (challenges, attitude and knowledge, awareness of electronic tax services) have some influence on the dependent variable, they collectively explain only a relatively small proportion of its variance. Further analysis and additional variables may be needed to better understand and predict the outcome variable.
Table 4.6.2
	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	16.126
	3
	5.375
	4.814
	.003b

	
	Residual
	136.231
	122
	1.117
	
	

	
	Total
	152.357
	125
	
	
	

	a. Dependent Variable: TAX COMPLIANCE

	b. Predictors: (Constant), Challenges, Attitude and knowledge, Awareness to electronic tax services


Source: Author (2023)
Table 4.6.2 presents the results of the Analysis of Variance (ANOVA) for the multiple regression model with the dependent variable "TAX COMPLIANCE" and the predictor variables, including Challenges, Attitude and knowledge, and Awareness of electronic tax services.
The ANOVA table assesses the overall statistical significance of the regression model. In this case, the p-value associated with the F-statistic is 0.003, which is less than the typical significance level of 0.05 (indicated by the significance level denoted by "Sig."). This suggests that the regression model, as a whole, is statistically significant, indicating that at least one of the predictor variables has a significant effect on the dependent variable "TAX COMPLIANCE."
The "Regression" row in the ANOVA table further breaks down the variance into that explained by the regression model (16.126) and the residual variance (136.231), which represents unexplained variance. The "Residual" row shows the mean square of the residuals, and the "Total" row represents the total variance.
In summary, the ANOVA results indicate that there is a statistically significant relationship between the combined predictor variables (Challenges, Attitude and knowledge, Awareness of electronic tax services) and the dependent variable "TAX COMPLIANCE." However, further examination of individual predictor variables and their coefficients is needed to understand their specific contributions to tax compliance.
Table 4.6.3
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	3.412
	.443
	
	7.699
	.000

	
	Attitude and knowledge
	.337
	.215
	.226
	1.570
	.119

	
	Awareness to electronic tax services
	.022
	.205
	.016
	.108
	.914

	
	Challenges
	-.182
	.106
	-.187
	-1.720
	.088

	a. Dependent Variable: TAX COMPLIANCE


Source: Author (2023)
Table 4.6.3 presents the coefficients for the multiple regression model with the dependent variable "TAX COMPLIANCE" and the predictor variables, including Attitude and knowledge, Awareness of electronic tax services, and Challenges.
Constant: The constant term (intercept) is 3.412. It represents the estimated value of "TAX COMPLIANCE" when all other predictor variables (Attitude and knowledge, Awareness of electronic tax services, and Challenges) are zero. In this context, it means that if all other factors are held constant, the estimated tax compliance level is 3.412.
Attitude and knowledge: The unstandardized coefficient for Attitude and knowledge is 0.337, with a standard error of 0.215. The standardized coefficient (Beta) is 0.226. This suggests that for a one-unit increase in Attitude and knowledge, "TAX COMPLIANCE" is expected to increase by 0.337 units. The standardized coefficient indicates the strength and direction of the relationship; in this case, it suggests a positive relationship between Attitude and knowledge and tax compliance. However, the p-value (Sig.) associated with Attitude and knowledge is 0.119, which is greater than 0.05, indicating that this variable is not statistically significant in predicting tax compliance.
Awareness to electronic tax services: The unstandardized coefficient for Awareness to electronic tax services is 0.022, with a standard error of 0.205. The standardized coefficient (Beta) is 0.016. This coefficient suggests that a one-unit increase in Awareness to electronic tax services is associated with a 0.022-unit increase in tax compliance. However, the p-value (Sig.) for this variable is 0.914, which is much greater than 0.05. Therefore, Awareness to electronic tax services is not statistically significant in predicting tax compliance.
Challenges: The unstandardized coefficient for Challenges is -0.182, with a standard error of 0.106. The standardized coefficient (Beta) is -0.187. A one-unit increase in Challenges is associated with a decrease of 0.182 units in tax compliance. The negative sign indicates a negative relationship, suggesting that higher perceived challenges are associated with lower tax compliance. However, the p-value (Sig.) for Challenges is 0.088, which is slightly above the typical significance level of 0.05. While it is not highly significant, it is close to the threshold of significance.
In summary, based on the coefficients and their associated p-values, Attitude and knowledge and Awareness to electronic tax services do not appear to have a statistically significant influence on tax compliance. However, Challenges show a borderline significance, suggesting that it may have a modest impact on tax compliance. Further investigation and larger sample sizes may be needed to confirm these relationships.
[bookmark: _Toc147385287]4.7 Discussion of Findings
Attitude and Knowledge of SMEs Towards Tax Compliance
The findings of this study shed light on the attitudes and knowledge levels of Small and Medium Enterprises (SMEs) in Lusaka's central business district (CBD) regarding tax compliance. These insights provide valuable information for policymakers and tax authorities in Zambia, offering a deeper understanding of the challenges faced by SMEs in meeting their tax obligations and the role of taxpayer education in enhancing compliance.
One significant finding from the study is the perception among SMEs that the complexity of tax laws contributes to inaccuracies in tax returns. This perception is in line with existing literature that highlights the challenges posed by complex tax systems (Smith, 2019). Complex tax regulations can be a major barrier for SMEs, as they may lack the financial resources to hire tax professionals and the expertise to navigate intricate tax codes. As a result, errors and inaccuracies in tax reporting can occur, which can lead to non-compliance and potential penalties.
Furthermore, the study reveals that SMEs in Lusaka's CBD believe that the Zambian tax system is too complicated for non-professionals to understand. This perception aligns with the findings of research conducted in other regions, such as Maseko's study in Zimbabwe (Maseko, 2017). The complexity of the tax system can create a sense of frustration and confusion among SMEs, making it more challenging for them to fulfill their tax obligations accurately. Simplifying tax regulations and making them more accessible to non-professionals should be a priority for tax authorities to address this challenge.
Another noteworthy finding is the difficulty that SMEs face in accessing information on tax rules. This challenge is consistent with previous studies emphasizing the importance of readily available tax information (Adesina &Uyioghosa, 2019). SMEs often lack the resources and time to search for relevant tax information, which can hinder their ability to comply with tax regulations. Tax authorities should take proactive measures to provide SMEs with easy access to tax-related information through user-friendly online platforms, workshops, and helplines. Empowering SMEs with knowledge and resources can lead to more informed tax compliance decisions.
Despite these challenges, the study highlights a positive aspect: SMEs in Lusaka's CBD have a relatively high awareness of tax laws and the fines and penalties imposed by tax authorities. This awareness can be attributed to effective taxpayer education efforts. Knowledge of tax laws and penalties can act as a deterrent against non-compliance, positively influencing tax compliance behavior. The findings suggest that taxpayer education initiatives have been successful in raising awareness among SMEs.
The implications of these findings are significant for tax policy and administration in Zambia. The perception that complex tax laws contribute to inaccuracies in tax returns underscores the need for clear and simplified tax regulations. Complex tax systems not only increase the likelihood of errors but also create a sense of frustration among SMEs, potentially leading to non-compliance due to perceived unfairness or inaccessibility. Simplifying tax laws and making them more user-friendly can alleviate these challenges and encourage voluntary compliance.
Moreover, the perception that the Zambian tax system is too complicated for non-professionals highlights the critical role of tax education. Investing in comprehensive tax education programs tailored specifically to SMEs' needs is imperative. These programs should not only focus on explaining tax regulations but also provide practical guidance on compliance procedures. This approach can enhance SMEs' understanding and confidence in fulfilling their tax obligations accurately.
The challenge of accessing tax information is another crucial aspect to address. SMEs often lack the resources and time to search for relevant tax information. To mitigate this challenge, tax authorities can create user-friendly online platforms, organize tax workshops, and establish dedicated helplines to provide SMEs with easy access to information and guidance. Empowering SMEs with knowledge and resources can lead to more informed tax compliance decisions.
Furthermore, the positive aspect of high awareness among SMEs regarding tax laws and penalties demonstrates the effectiveness of taxpayer education efforts. Continuation and expansion of such educational initiatives should remain a priority for tax authorities. Moreover, authorities can explore ways to tailor these efforts to address specific areas of concern, such as the complexities perceived by SMEs, and provide practical examples to illustrate tax compliance procedures.
The first objective of the study aimed to understand the attitude and knowledge of SMEs in Lusaka's CBD regarding tax compliance. The Fiscal Exchange Theory provides valuable insights into this objective. According to the theory, taxpayers are more likely to comply when they perceive that their tax payments result in tangible social services. The study's finding that SMEs perceive high tax rates as a barrier to compliance aligns with this theory. When tax rates are seen as high, SMEs may question the value they receive in return, affecting their willingness to comply. This perception highlights the importance of a clear connection between tax payments and public services, as emphasized by the theory.
Additionally, the theory's concept of reciprocity suggests that taxpayers expect fairness in the exchange. The finding that SMEs view stiff penalties for late filings as a compliance challenge underscores the need for penalties to be reasonable and proportional, as the theory proposes. Unfair or overly punitive penalties can disrupt the reciprocity in the taxpayer-government relationship, impacting compliance attitudes negatively.
Moreover, the theory emphasizes the significance of government service delivery. It posits that taxpayers are more likely to comply when they perceive that their contributions lead to the provision of quality public goods and services. This idea is highly relevant to the study's focus on SMEs in Lusaka's CBD. When SMEs see tangible improvements in infrastructure, healthcare, education, and other essential services resulting from their tax payments, they are more inclined to pay taxes willingly, as suggested by the theory.
In summary, the attitude and knowledge of SMEs toward tax compliance in Lusaka's CBD are influenced by perceived challenges and the effectiveness of taxpayer education. Addressing these challenges through simplification of tax regulations, targeted tax education, improved access to information, and maintaining awareness-raising efforts can contribute to a more compliant SME sector. Achieving higher compliance rates among SMEs benefits both the government and SMEs themselves, as it can lead to increased tax revenue and a conducive business environment for SME growth.
Level Awareness to Electronic Tax Services by SMEs in Lusaka
This study aimed to assess the level of awareness of electronic tax services among Small and Medium Enterprises (SMEs) in Lusaka's central business district (CBD). The findings provide valuable insights into how SMEs in this region engage with electronic tax services and the factors that influence their compliance behavior.
One significant finding of the study is that SMEs in Lusaka generally recognize the positive impact of tax education campaigns on compliance levels. This aligns with previous research emphasizing the role of taxpayer reminders and education in encouraging compliance (Philipp & Jan, 2016).Effective tax education campaigns can contribute to higher compliance rates among SMEs by increasing their awareness of tax obligations, recent changes in tax laws, and the benefits of compliance. This finding suggests that tax authorities should continue to invest in informative campaigns to educate SMEs about their tax responsibilities.
Additionally, the study reveals that respondents acknowledge the importance of tax audits in facilitating tax compliance. This finding is consistent with the existing literature, which suggests that tax audits play a crucial role in deterring non-compliance (Bahl & Bird, 2008). SMEs' recognition of the significance of tax audits indicates that such enforcement measures are effective in promoting compliance. Tax authorities should continue to conduct regular audits and ensure that they are conducted transparently and fairly to maintain taxpayer trust in the system.
Another noteworthy finding is that SMEs in Lusaka's CBD are actively engaged in filing tax returns. This proactive behavior aligns with the literature emphasizing the benefits of electronic tax filing systems (Munkanta, 2016). Efficient electronic systems can streamline the tax filing process, making it more convenient for SMEs to fulfill their tax obligations. However, the perception of infrequent revenue audits by tax authorities suggests that there may be room for improvement in enforcement efforts. The literature highlights the importance of consistent enforcement to maintain taxpayer compliance (Torgler, 2002). Ensuring regular revenue audits can deter non-compliance and maintain taxpayer trust in the system.
The recognition by SMEs of the positive impact of tax education campaigns on compliance is a promising finding. Tax education campaigns can take various forms, including workshops, seminars, informative materials, and online resources. Tax authorities should invest in these initiatives to continually inform and educate SMEs about their tax obligations, recent changes in tax laws, and the benefits of compliance. Moreover, these campaigns should emphasize the consequences of non-compliance, thereby encouraging SMEs to willingly adhere to tax regulations.
The acknowledgment of the importance of tax audits in facilitating tax compliance is in line with the literature, which underscores the role of enforcement measures. Tax audits serve as a vital element in maintaining compliance discipline among SMEs. However, it is essential to strike a balance between punitive measures and support. While audits can deter non-compliance, offering guidance and assistance to SMEs during and after audits can help them understand and rectify any issues or errors, fostering a more cooperative relationship between SMEs and tax authorities.
SMEs' active engagement in filing tax returns through electronic systems reflects the benefits of modernization in tax administration. Electronic tax filing systems offer advantages such as reduced paperwork, faster processing, and enhanced accuracy. To encourage further adoption, tax authorities should ensure that these systems are user-friendly and provide adequate support for SMEs encountering any technical challenges. This proactive approach can lead to increased compliance through electronic channels, as SMEs experience the convenience and efficiency of these platforms.
The perception of infrequent revenue audits by tax authorities raises an important consideration for enforcement efforts. Consistency in enforcement is essential to maintain taxpayer compliance. Tax authorities should develop strategies for regular and predictable audits, which can act as a strong deterrent against non-compliance. Furthermore, transparent communication about audit schedules and procedures can help SMEs prepare for audits and understand the process better, reducing anxiety and enhancing cooperation.
The second objective of the study was to assess the level of awareness of electronic tax services among SMEs in Lusaka's CBD. The Unified Theory of Acceptance and Use of Technology is instrumental in understanding this objective. The theory's constructs of performance expectancy and effort expectancy align with the findings that SMEs in Lusaka's CBD are actively engaged in filing tax returns through electronic systems. When SMEs perceive electronic tax systems as useful (performance expectancy) and easy to use (effort expectancy), they are more likely to adopt and use these systems, as indicated by the theory.
Furthermore, the theory introduces moderating variables such as age and experience. These variables may influence SME owners' decisions to adopt electronic tax systems, as suggested by the study's findings. Younger business owners with more experience in technology may be more inclined to adopt these systems, while older owners with less experience may require additional support. Understanding these moderating factors is crucial in tailoring strategies for the effective adoption of electronic tax systems among SMEs, aligning with the theory's principles.
Lastly, the theory's concept of facilitating conditions emphasizes the importance of resources and support for system use. In the context of electronic tax systems, the availability of user-friendly platforms and adequate support for SMEs encountering technical challenges is crucial. The study's findings regarding the perception of delays in electronic filing and payment systems highlight the need to ensure that facilitating conditions are in place to reduce compliance costs and enhance convenience, as emphasized by the theory.
In summary, the study's findings emphasize the interconnectedness of taxpayer education, enforcement, and the efficiency of tax systems in shaping compliance behavior among SMEs in Lusaka's CBD. Effective tax education campaigns, balanced enforcement measures, user-friendly electronic tax services, and consistent revenue audits are all essential components of fostering a compliant taxpayer base. By addressing these factors, tax authorities can not only increase tax compliance but also build trust and cooperation within the SME community, ultimately benefiting both SMEs and the broader economy.
Challenges Faced by SMEs in Complying with Tax Payments
The study aimed to identify the challenges faced by SMEs in Lusaka's CBD in complying with tax payments. The findings shed light on the obstacles that SMEs encounter in meeting their tax obligations. One key finding is that SMEs perceive high tax rates as a barrier to compliance. This perception aligns with prior research emphasizing the impact of tax rates on compliance behavior (Ojochogwu& Stephen, 2018). High tax rates can impose a significant financial burden on SMEs, affecting their ability to meet tax payments effectively.
Respondents also indicated that complicated tax filing procedures pose challenges to compliance. This finding is consistent with existing literature highlighting the need for simplified tax processes (Alm & McKee, 2004). Streamlining tax filing procedures can reduce compliance costs for SMEs and encourage timely tax submissions.Moreover, SMEs in the study view stiff penalties for late filings as a compliance challenge. This perception corresponds with previous research stressing the role of penalties in deterring non-compliance (Fjeldstad et al., 2018). While penalties are essential for enforcing compliance, their magnitude should be reasonable to avoid unduly burdening SMEs.
The complexity of online tax filing processes is another challenge identified in the study. This finding aligns with the literature emphasizing the importance of user-friendly electronic tax systems (Munkanta, 2016). Simplifying online tax filing procedures can encourage SMEs to embrace electronic services and enhance compliance.
Lastly, the perception of delays in electronic filing and payment systems suggests room for improvement in the efficiency of these systems. Timely electronic filing and payment processes are essential for reducing compliance costs and enhancing convenience for SMEs (Bird &Zolt, 2008). Ensuring the reliability and speed of electronic systems can positively impact compliance behavior.
The perception among SMEs that high tax rates act as a barrier to compliance highlights a critical concern. High tax rates can indeed impose a substantial financial burden on SMEs, potentially affecting their profitability and sustainability. Policymakers should carefully assess the tax rates applicable to SMEs, considering the sector's unique challenges and contributions to the economy. Implementing progressive tax structures or providing tax relief for smaller businesses can alleviate the financial strain and encourage more timely and accurate tax payments.
The finding regarding complicated tax filing procedures resonates with prior research emphasizing the need for simplified processes. Streamlining tax filing procedures can significantly reduce compliance costs for SMEs. Tax authorities should focus on simplifying documentation requirements, enhancing the clarity of forms, and providing user-friendly online platforms. These measures can make tax compliance less burdensome and encourage SMEs to fulfill their obligations efficiently.
SMEs' view of stiff penalties for late filings as a compliance challenge underscores the importance of striking a balance in penalty structures. Penalties are essential for enforcing compliance, but their magnitude should be reasonable and proportional. Tax authorities should consider revising penalty systems to ensure that they act as deterrents without unduly burdening SMEs. A fair and transparent penalty regime can promote compliance while minimizing the negative impact on businesses.
The complexity of online tax filing processes is another obstacle identified in the study. In the digital age, user-friendly electronic tax systems are crucial to encouraging SMEs to embrace electronic services. Tax authorities should invest in modernizing and simplifying online tax platforms, ensuring that they are intuitive and accessible. Offering training and support for SMEs in using these systems can further enhance their adoption and compliance.The perception of delays in electronic filing and payment systems highlights an area for improvement in the efficiency of these systems. Timely electronic processes are essential for reducing compliance costs and enhancing convenience for SMEs. Tax authorities should prioritize the reliability and speed of electronic systems to ensure that SMEs can seamlessly fulfill their tax obligations. Regular system maintenance and upgrades are necessary to minimize disruptions and maintain SMEs' trust in electronic tax services.
The third objective of the study aimed to identify the challenges faced by SMEs in Lusaka's CBD in complying with tax payments. The Fiscal Exchange Theory continues to provide valuable insights into this objective. The theory's focus on reciprocity is reflected in the finding that SMEs perceive complicated tax filing procedures as compliance challenges. When tax procedures are convoluted, SMEs may perceive that the government is not fulfilling its part of the fiscal exchange, making compliance less likely. Simplifying tax procedures, as recommended by the theory, can reduce these compliance challenges.Similarly, the theory's emphasis on the connection between tax payments and public services aligns with the finding that SMEs perceive high tax rates as a barrier to compliance. High tax rates can disrupt the perception of a fair exchange between taxpayers and the government, impacting compliance attitudes negatively. The theory underscores the importance of balancing tax rates with the quality of public goods and services.
Both the Fiscal Exchange Theory and the Unified Theory of Acceptance and Use of Technology offer valuable support for the study's specific objectives and findings. These theories provide theoretical frameworks through which we can analyze and interpret the factors influencing tax compliance behavior and the adoption of electronic tax systems among SMEs in Lusaka's CBD. By aligning the findings with these theories, the study gains a deeper understanding of the dynamics at play and how they relate to taxpayer perceptions, government service delivery, technology adoption, and compliance behavior.
In summary, the study's findings align with existing literature and emphasize the significance of addressing the challenges faced by SMEs in complying with tax payments. Implementing measures such as reasonable tax rates, simplified tax filing procedures, balanced penalties, user-friendly electronic systems, and efficient processes can contribute to a more compliant SME sector in Zambia. These improvements not only benefit SMEs but also have positive implications for tax revenue collection and overall economic development. The study's findings provide valuable insights into the attitudes, knowledge, awareness, and challenges faced by SMEs in Lusaka's CBD regarding tax compliance. Addressing these factors can contribute to a more compliant SME sector in Zambia.
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This chapter presents the conclusion and the recommendations The data was analyzed and presented in form of tables in the previous chapter. The relationships between the factors that affect tax compliance by small and medium enterprises in Lusaka City, Zambia were tested using the regression model. The policy implications from the findings and areas for further research are presented as well as areas for further study.
[bookmark: _Toc147385290]5.1 Summary of Findings
Attitude and Knowledge of SMEs Towards Tax Compliance
The research assessed the attitude and knowledge of SMEs in Lusaka's CBD regarding tax compliance. Respondents generally agreed that the complexity of tax laws contributes to inaccurate tax returns. This suggests that they find tax laws challenging and potentially error-prone. Similarly, respondents believed that the Zambian tax system is too complicated for non-professionals to understand, indicating a perception of complexity that could hinder compliance. Additionally, participants expressed concerns about the availability of information on tax rules. However, there was a positive sign as respondents demonstrated good personal awareness of tax laws and the fines and penalties imposed by the tax authority. These findings highlight the challenges posed by tax law complexity and information availability while acknowledging SMEs' awareness of tax regulations and consequences for non-compliance.
Level Awareness of Electronic Tax Services by SMEs in Lusaka
The study sought to determine the level of awareness among SMEs in Lusaka's CBD regarding electronic tax services. Participants generally agreed that tax education campaigns contribute to increased compliance levels, indicating a positive perception of the role of education in tax compliance. They also recognized the importance of tax audits in facilitating compliance. On the other hand, respondents showed a high level of agreement regarding their personal actions, such as filing tax returns, suggesting proactive engagement with tax compliance. However, they disagreed with the idea that tax authorities frequently audit their revenues. Importantly, SMEs did not perceive taxes as an overwhelming burden on their businesses. These findings indicate that awareness and perceptions of electronic tax services are generally positive among SMEs in the CBD.
Challenges Faced by SMEs in Complying with Tax Payments
This section of the study aimed to identify the challenges SMEs encounter when complying with tax payments. Participants generally agreed that tax rates are too high, perceiving them as a challenge to compliance. They also found tax filing procedures to be complicated, potentially leading to errors. Respondents believed that fines and penalties for late filings are stiff, which may act as a deterrent to compliance. Additionally, SMEs considered the online tax return filing process complex and faced delays in electronic filing and payment systems. These findings underscore the challenges SMEs face, including high tax rates, complicated procedures, penalties, and technical issues with online systems, which can hinder their compliance efforts.
Inferential Statistics
A multiple regression analysis was conducted to assess the relationships among predictor variables, including challenges, attitude and knowledge, and awareness of electronic tax services. The analysis showed that these predictor variables collectively explained approximately 10.6% of the variance in the dependent variable (not specified in the provided information). The adjusted R-squared value, accounting for the complexity of the model, was 8.4%. This indicates that the included predictor variables have limited explanatory power. However, the ANOVA results indicated that the overall regression model was statistically significant, suggesting that at least one predictor variable has a significant effect on the dependent variable. Further examination of individual predictor variables revealed that Attitude and knowledge and Awareness to electronic tax services were not statistically significant, while Challenges showed borderline significance, suggesting a modest impact on tax compliance.

In summary, the study provides valuable insights into SMEs' attitude, knowledge, awareness, and challenges related to tax compliance in Lusaka's CBD. While SMEs perceive challenges related to tax complexity and high rates, they also show awareness and positive attitudes towards tax education and audits. The regression analysis indicates that the combined effect of these factors has a limited explanatory power in predicting tax compliance, emphasizing the need for further investigation and consideration of additional variables in understanding tax compliance among SMEs in the region.
[bookmark: _Toc16168311][bookmark: _Toc44733498][bookmark: _Toc45756651][bookmark: _Toc147385291]5.2 Conclusions
In conclusion, this study explored into the intricate landscape of tax compliance among Small and Medium-sized Enterprises (SMEs) operating within the bustling heart of Lusaka's central business district (CBD). Through a comprehensive examination of SMEs' attitudes, knowledge levels, awareness of electronic tax services, and the array of challenges they grapple with in fulfilling their tax obligations, this research provides valuable insights into the tax compliance dynamics of this vital economic sector.
The findings unearthed a multifaceted scenario, with SMEs in the Lusaka CBD perceiving tax compliance as a complex and demanding challenge. They face formidable hurdles in navigating the labyrinthine tax laws and coping with high tax rates, often resulting in inaccuracies in their tax returns. Nevertheless, amidst these challenges, there is a glimmer of hope. SMEs exhibit a commendable level of awareness when it comes to tax laws and the punitive measures that ensue from non-compliance. This awareness indicates a fundamental willingness among SMEs to conform to tax regulations and contribute to the nation's fiscal health.
One of the key takeaways from this study is the pivotal role played by tax education campaigns in bolstering compliance levels among SMEs. The participants in this research acknowledged the positive impact of tax education initiatives in enhancing their understanding of tax matters. These campaigns serve as a bridge between complex tax laws and SMEs, empowering them with the knowledge necessary for accurate tax reporting. Consequently, this highlights the need for ongoing and targeted tax education efforts to ensure that SMEs continue to receive the guidance and support required to meet their tax obligations effectively.
Another significant finding underscores the potential benefits of electronic tax services in fostering compliance among SMEs. The respondents in this study acknowledged the advantages of electronic tax services, such as online filing and payment systems. These services not only streamline tax processes but also offer convenience and efficiency. The study participants recognized the role of tax audits in promoting compliance, signaling the importance of leveraging technology and electronic platforms to facilitate tax collection and reporting. As such, tax authorities and policymakers should focus on expanding and improving electronic tax services to encourage their adoption among SMEs.
Despite the challenges posed by tax complexities and high rates, the research reveals an opportunity for synergistic collaboration between SMEs and tax authorities. SMEs' awareness of tax laws and penalties indicates a readiness to comply with tax regulations when provided with the necessary tools and support. Tax authorities should leverage this willingness by providing accessible and user-friendly resources that simplify tax procedures and ensure compliance becomes a more manageable endeavor.
In light of these findings, it is clear that a one-size-fits-all approach to tax compliance will not suffice for SMEs in Lusaka's CBD. Instead, policymakers and tax authorities should develop tailored strategies that cater to the unique needs and challenges faced by SMEs in this specific region. These strategies should encompass simplified tax procedures, user-friendly online platforms, and ongoing tax education initiatives.
Moreover, as the SME sector is a vital engine of economic growth and development in Zambia, promoting tax compliance among SMEs in Lusaka's CBD should be viewed as an essential component of the broader economic strategy. When SMEs thrive, they generate employment opportunities, stimulate economic activity, and contribute significantly to the country's revenue base. Thus, supporting SMEs in fulfilling their tax obligations is not only a matter of fiscal responsibility but also an investment in the overall economic prosperity of Zambia.
In conclusion, this study offers valuable insights into the intricate world of tax compliance for SMEs operating in Lusaka's CBD. The challenges they face, including tax complexities and high rates, are balanced by their commendable awareness of tax laws and penalties. To foster greater compliance, tax authorities and policymakers must consider tailored strategies, including enhanced tax education campaigns and improved electronic tax services. By doing so, they can harness the potential of SMEs as engines of economic growth and, in turn, contribute to Zambia's fiscal sustainability and prosperity.
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In view of the afore-mentioned major findings, it is recommended that the following should be considered:
1. Enhance Electronic Tax System Accessibility
Authorities and relevant government agencies should work towards improving the accessibility and user-friendliness of electronic tax systems. This includes developing mobile applications and online platforms that are intuitive and easy for SMEs to navigate.
2. Strengthen Taxpayer Education
Government bodies, in collaboration with industry associations and educational institutions, should launch comprehensive taxpayer education programs. These programs should focus on enhancing SMEs' understanding of electronic tax systems, tax laws, and compliance requirements.
3. Foster Public-Private Partnerships
Encourage collaboration between government agencies, private technology firms, and financial institutions to create innovative solutions tailored to SMEs' needs. Public-private partnerships can drive the development of user-friendly, SME-specific electronic tax platforms.
4. Regular System Updates and Maintenance
Continuously invest in the improvement, maintenance, and security of electronic tax systems to ensure they remain up-to-date, efficient, and resistant to cyber threats.
5. Simplify Tax Regulations
Government should consider simplifying tax regulations for SMEs, reducing complexity, and introducing clear guidelines that make compliance with electronic tax systems more straightforward.
6. Tailored Support Services
Establish dedicated support services, such as helpdesks and customer support centers, to assist SMEs in using electronic tax systems and addressing any issues they encounter.
7. Monitor Compliance Data
Regularly analyze data generated by electronic tax systems to identify compliance trends, potential areas of concern, and opportunities for improvement. This data-driven approach can inform policymaking.
8. Incentivize Compliance:
Explore the possibility of introducing incentives for SMEs that consistently comply with tax regulations through electronic systems, such as tax rebates or access to preferential financing options.
9. Engagement with Stakeholders
Engage with SME associations, chambers of commerce, and business forums to gather feedback on the electronic tax system's effectiveness and address any challenges identified.
10. Conduct Impact Assessments
Periodically conduct impact assessments to evaluate the effectiveness of the electronic tax system in improving tax compliance among SMEs. Adjust strategies based on the results to ensure continuous improvement.
[bookmark: _Toc16168313][bookmark: _Toc44733500][bookmark: _Toc45756653][bookmark: _Toc147385293][bookmark: _Hlk13646240]5.4 Recommendations for future studies
[bookmark: _Hlk13646255]For future studies in the field of tax compliance among Small and Medium Enterprises (SMEs), especially concerning the effectiveness of electronic tax systems, the following recommendations are suggested:
1. Cross-Region Comparative Studies
Conduct studies that compare the effectiveness of electronic tax systems on SME tax compliance across different regions of the country. This approach would provide valuable insights into the impact of varying regulatory environments, infrastructure, and socio-economic factors.
2. Longitudinal Studies
Undertake longitudinal studies to track changes in tax compliance behavior among SMEs over an extended period. Long-term research can help identify trends, assess the sustainability of compliance improvements, and understand how tax policies evolve.
3. Qualitative Research
Complement quantitative research with qualitative studies that delve deeper into SMEs' perceptions, experiences, and challenges related to electronic tax systems. Qualitative research can provide a richer understanding of the human factors influencing compliance.
4. Comparative Analysis of Electronic Systems
Investigate the differences and similarities between various electronic tax systems, such as e-filing platforms and mobile applications, to determine which features are most effective in promoting compliance.
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A Thesis for the degree of Master in Finance
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June, 2023
EVALUATING THE EFFECTIVENESS OF ELECTRONIC TAX SYSTEM ON TAX COMPLIANCE AMONG SMALL AND MEDIUM ENTERPRISES (SMEs) OF LUSAKA CENTRAL BUSINESS DISTRICT (CBD)
[bookmark: _gjdgxs]Dear respondent, my name is Kasamba Nkentani, a Master in Finance student at the Information and Communications University (ICU). The purpose of this questionnaire is to acquire the necessary information so as to complete research on the above stated title in partial fulfillment for the requirements for the master’s degree of MBA Financeat ICU. This questionnaire is accompanied with the introductory letter from the school to help me with my data collection in order to propose comprehensive conclusion and recommendations on the stated research title. 
You are kindly required to respond to all the questions.  The information that you shall provide will be highly treated with utmost confidentiality and therefore will not be shared to any third party but will only be used for academic purposes only.  Furthermore, you are not obliged to include your name or any identity number on this questionnaire.  
INSTRUCTIONS
For your answers, you are kindly required to tick in the box or simply fill in the blank spaces indicated.
1. Demographic Details:
Gender: Male ☐	Female ☐
2. Age: 20 years or less ☐ 21-30 years old ☐ 31-40 years old ☐ 41-50 years old ☐
Above 50 years old ☐
3. Please indicate your highest academic qualification attained: 
Secondary school level ☐ Tertiary certificate level ☐ Diploma level ☐ Undergraduate degree 
level ☐ Postgraduate degree level ☐ other (please specify) …………………………………… ………………………………………………………………...
4. What is your monthly business income? 
K500-K5000 ☐   K5001- K10, 000 ☐   K10,001-K15,000 ☐    K15,001 and above☐
5. Do you pay taxes? 
Yes   ☐	No ☐
6. What is your Perception of Tax? 
Important/good ☐	 Not important/not good ☐
7. Please indicate how old your business is: 
Less than 1 year ☐ 1-4 years ☐ 5-7 years ☐ 8-10years ☐ more than 10years ☐	
8. In which sector is your enterprise?
Trading (Wholesale/Retail)☐ Services ☐












TABLE 1:	What is the attitude and knowledge of SMEs towards tax compliance?
	[bookmark: _30j0zll]
	Strongly Agree
	Agree
	Uncertain
	Disagree
	Strongly Disagree

	The Zambian tax system is too complicated for a non-professional to understand.
	
	
	
	
	

	Information on tax rules is not readily available
	
	
	
	
	

	The complexity of tax laws contributes to inaccurate tax returns
	
	
	
	
	

	I am aware of tax laws
	
	
	
	
	

	I am aware of fines and penalties imposed by the tax authority
	
	
	
	
	

















TABLE 2:	What is the level awareness to electronic tax services by SMEs in Lusaka central business district (CBD?
	
	Strongly Agree
	Agree
	Uncertain
	Disagree
	Strongly Disagree

	I file my returns
	
	
	
	
	

	Tax education campaign increases compliance level
	
	
	
	
	

	Tax is the burden to me and my business
	
	
	
	
	

	ZRA officials usually come to audit our revenues
	
	
	
	
	

	Tax audit enables tax compliance
	
	
	
	
	

















TABLE 3:	What challenges are faced by SMEs in complying with tax payments?
	
	Strongly Agree
	Agree
	Uncertain
	Disagree
	Strongly Disagree

	Procedures for tax filing are too complicated
	
	
	
	
	

	There are delays in electronic filing and payment systems
	
	
	
	
	

	The filling of Tax returns online is complex
	
	
	
	
	

	Tax rates are too high
	
	
	
	
	

	Fines and penalties charged for late fillings are stiff
	
	
	
	
	



THANK FOR YOUR COOPERATION
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	ITEM
	QUANTITY
	PRICE
	TOTAL(K)

	Stationery
	01
	500
	500

	Transport
	01
	1500
	1500

	Food
	01
	1000
	1000

	Binding
	01
	1000
	1000

	
	
	
	

	Total
	
	
	4,000
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	Weeks
	Activity
	
	Research Gantt Chart (2023)

	
	
	Jan 1
	Feb 
8
	Mar 15
	April 22
	May 29
	Jun 6
	July 13
	Aug 20
	Sep 27
	Oct   3

	1 
	Topic selection and title formation.
	
	
	
	
	
	
	
	
	
	

	2 
	Preparation (with detailed literature review) and submission of final research proposal
	
	
	
	
	
	
	
	
	
	

	2
	Data collection and analysis
	
	
	
	
	
	
	
	
	
	

	2
	Report writing
	
	
	
	
	
	
	
	
	
	

	1
	Submission of 1st draft of report
	
	
	
	
	
	
	
	
	
	

	1
	Review draft and make necessary amendments.
	
	
	
	
	
	
	
	
	
	

	1
	Print final report and submit.
	
	
	
	
	
	
	
	
	
	



