
International Journal of Economics, Commerce and Management 
United Kingdom                Vol. III, Issue 3, March 2015  

Licensed under Creative Common     Page 1 

 

   http://ijecm.co.uk/                 ISSN 2348 0386 

 

THE EFFECT OF DEMOGRAPHIC CHARACTERISTICS  

OF SMALL AND MEDIUM ENTREPRENEURS ON TAX 

COMPLIANCE IN THE TAMALE METROPOLIS, GHANA 

 

Stephen Kwadwo Antwi  

Department of Accountancy, Tamale Polytechnic, Tamale, Ghana 

stevekwadant@yahoo.ca 

 

Abdallah Mohammed Inusah 

Department of Accountancy, Tamale Polytechnic, Tamale, Ghana 

 

Kasim Hamza 

Department of Accountancy, Tamale Polytechnic, Tamale, Ghana 

 

Abstract 

In spite of its branding as the engine of growth in many developing countries, the informal sector 

also regarded as the small and medium scale industry still remain fluid as there is no concrete 

regulatory policy in place to monitor its activities thereby making it almost difficult to tax if not 

difficult to tax. Many researchers have attempted to help unravel the puzzle yet the incidence 

still exists. This study examines the effects of demographic characteristics (gender, age, 

educational level of entrepreneur, marital status along with venture-type) of small and medium 

scale entrepreneurs in the Tamale Metropolis on their tax compliance. Questionnaires were 

administered with 80 small and medium entrepreneurs within the Metropolis. The study reveals 

that, women entrepreneurs in the metropolis tend to be more non-compliant to tax laws and 

rules, whiles younger entrepreneurs were also seen to be less compliant compared to their 

older counterparts. Entrepreneurs with higher education tend to have lower non compliance 

rate. Marital status and venture-type of entrepreneurs were all discovered to have relations with 

entrepreneurs’ non compliance behaviour. It is recommended that an intensive tax awareness 

creation for business owners and individuals is embarked upon by the tax authorities.  
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INTRODUCTION 

An important issue for any government and revenue collecting authority is to obtain knowledge 

and understanding of the reasons for taxpayer non-compliance. However, measurement of the 

magnitude of intentional and unintentional non-compliance can be difficult as it involves 

estimating levels of uncollected tax, which by its nature is not detected by the revenue authority. 

The tax compliance literature reveals that many such factors as economic, social, psychological 

and demographic issues impact on the compliance behaviour of taxpayers (Devos 2010). 

According to James and Alley (1999) “non-compliance is likely to reduce both the efficiency and 

equity of an economic system, and will have effects beyond the simple act of non-compliance”. 

To ensure the integrity of the tax system, it is important to identify and close loopholes offering 

opportunities for tax avoidance and tax evasion, and to maintain vigorous enforcements. Whiles 

revenue authorities need to continually combat tax evasion in order to provide the quantity and 

quality of public goods and services so expected by citizens, it is of worth to examine the 

dynamic traits of the tax non compliant in its chosen business and hence develop peculiar audit 

strategies towards reducing the canker (James and Alley, 1999).  

The small scale enterprise has been noted by many as the engine of growth in 

developing countries (Daniels, 1994; Daniels and Ngwira, 1992; Daniels and Fisseha, 1992; 

Fisseha, 1992; Kayanula and Quartey, 2000). In spite of its description as such, many are 

challenges faced by authorities in ascertaining the needed revenue from it due to its highly 

unstructured nature and lack of concrete regulations and control. In the Tamale metropolis 

however are several shades of small scale enterprises ranging from food street food vendors to 

various professional craftworks. Being a developing city with a multifaceted culture due to the 

influx of several other business individuals with distinct background and motivations, we 

deemed it necessary to evaluate how their individual demographic characteristics such as age, 

gender, educational level, marital status and venture-type affect their level of tax non-

compliance. 

Demographic variables appear to be important determinants of people‟s behaviour 

specifically on tax avoidance and its related issues yet many instruments of measurement used 

by researchers did not consider such as among the likely causes of non compliance (Torgler, 

2007). Whiles governments all over the world need private resources in the form of taxes to 

undertake developmental projects such as provision of potable water, good educational facilities 

and to maintain law and order, the problem of tax compliance has long existed since the time of 

the tax origination and has often cut short these objectives. The menace of tax non compliance 

has long been realized by authorities who have consistently attempted to find ways to improve 

the situation yet to no avail. The small scale sector also described as the informal sector has 
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been noted as „difficult to tax‟ and remains a pressing question in the minds of the tax 

authorities (Anuradha and Ayee, 2001). Whiles its numbers and productive nature remains a 

promising growth machinery for developing nations, the tax inflow from the sector relative to its 

sheer size can be said to be woefully insufficient. This is because, there are many informal 

sector participants that either deliberately evade tax payment or are not captured by the net of 

the revenue authority. The informal sector therefore remains very fluid as there is no concrete 

regulatory policy in place to monitor its activities. With its impact on the economy, several 

researchers have taken argumentative looks at various possible causes of the high rate of tax 

non compliance canker among the sector and have drawn several meaningful conclusions. 

However, a look at the relationship between entrepreneur‟s demographic features such as age, 

gender, level of education, marital status, venture-type and tax non-compliance remains 

uninvestigated. It is in this interest therefore this study attempts to evaluate the effects of 

demographic characteristics of small scale entrepreneurs on tax non-compliance within the 

Tamale metropolis. 

The general purpose of the study is to evaluate how some demographic features of 

small and medium scale entrepreneurs in the Tamale metropolis influence their level of tax 

compliance. In this pursuit therefore, the study seeks to draw a link between entrepreneurs‟ 

gender, age, level of education, marital status and venture and their level of tax non-

compliance. The study would help in addressing tax non-compliance in the informal sector by 

giving essential insights to the tax authorities as to what factors to consider when developing 

strategies to improve voluntary tax compliance. It would also serve as a source of reference for 

further studies in the area of tax and compliance in the informal sector. 

 

LITERATURE REVIEW 

According to Marti (2010), tax compliance is a complex term to define stating that, simply put; 

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

The study of Jackson and Millron (1986) comprehensively expanded the classic model and 

came up with 14 key determinants for tax compliance. Fischer, Wartick, and Mark (1992) 

categorized these key determinants into four group constructs consisting tax system structure, 

noncompliance opportunity, and attitude and perception as direct determinants of tax 

compliance while demographic factors were stated as antecedent variables. Operationally, tax 

compliance is considered as complying with tax laws involving true reporting of the tax base, 

correct computation of the tax liabilities, timely filling of tax returns, and timely payment of the 

amount due as tax (Chaltopadhyay & Das-Gupta, 2002; Franzoni, 2000). Therefore, any 

behaviour by the taxpayer contrary to the above assertions is noncompliance. According to 
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Kasipillai and Hijatullah (2006), noncompliance may take several forms, which include failure to 

submit a tax return within the stipulated period or non-submission; understatement of income; 

overstatement of deductions; and failure to pay assessed taxes by the due date. 

Small and Medium Enterprises (SMEs) are characterized by uncertainty, innovation and 

evolution and as such, a firm understanding of SMEs would require a good knowledge of its 

features. As noted by Aderemi (2003), SMEs are usually small, owner or family managed 

business offering basic goods and services, which tend to lack organizational and management 

structures with the urban ones tending to be more structural than their rural counterparts. 

Udechukwu (2003) states that they are mostly sole proprietorships or partnerships although on 

the surface, they may be registered as Limited Liability Companies as such they are usually not 

separate legal entities. According to Hanefah, Ariff, and Kasipillai (2002), the production 

processes of SMEs are usually labour intensive and they usually serve as suppliers for the 

larger manufacturing firms with their operations being highly dependent on raw materials 

sourced locally. They also require a lower startup capital than the larger companies (Akinsulire, 

2010). The decisions of the managers have a higher tendency to be subjective given that they 

are managed and controlled by the same individual. The employee-employer relationship found 

in most SMEs is predominantly informal. Another key feature of the SME sector in any country 

is that it is heterogeneous varying in size from small retail outlets to highly paid professionals, 

and substantial manufacturing enterprises. SMEs are also likely to vary in organizational form 

from sole proprietorships (with or without employees), small corporations (public or private), 

professionals and partnerships. This feature usually results in different obligations for record 

keeping for the enterprise. SMEs foster economic growth through innovation by stating that 

during the economic globalization period and under fierce competition conditions, the research 

and development activities of small and medium-sized enterprises play an irreplaceable role in 

promoting technology innovation and national economic development because of their adaptive 

ability in market, flexible operation mechanism as well as innovation spirit. As a result of this, 

they can adapt to new situations more easily than large corporations. Innovation is also critical 

for getting new ideas into the economy (Hendy, 2003). 

In Ghana, the most commonly used definition of SMEs is the number of employees of 

the enterprise; however, there is some controversy in respect of the arbitrariness and cut off 

points used by the various official records (Dalitso and Quartey, 2000). The Ghana Statistical 

Service (GSS) defines small businesses as enterprises that employ less than 10 persons.  

Alternately, the National Board for Small Scale Industries (NBSSI) in Ghana utilizes both the 

„fixed asset and number of employees‟ criteria to define SMEs. According to NBSSI (2010), 

enterprises with not more than 9 workers, has plant and machinery (excluding land, buildings 
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and vehicles) and not exceeding 1,000 Ghana Cedis (approximately US$300) are considered as 

Small Scale Enterprises. Typical in the Tamale metropolis, are such small and medium 

enterprises as Chop bar operators/fast-food operators/restaurants, Textile/Leather Works, 

Woodworking, Metal Fabricating (welding and aluminum works), Repair Services, Auto repairs, 

chemical sellers/pharmacies, and retailers, spare part dealers, motorbike dealers and sachet 

water producers (NBSSI-Tamale, 2014). 

Groenland and van Veldhoven (1983) report that taxpayers who are self-employed, are 

more likely to commit various forms of tax non-compliance. Andreoni et al. (1998) also note that 

there was understatement of taxes by a greater percentage by sole proprietors who engaged in 

businesses in fixed locations. Erard and Ho (2003) reveal that noncompliance is greater in 

occupation with income not subject to third party information reporting. Bird (1984) shows that 

more than half of the potential tax revenues in most developing countries tend to remain 

uncollected. This Bird further attributed to the large size of the informal sector, dominated by the 

self-employed. Song and Yarbrough (1978) also demonstrate that in Ghana, non-compliance by 

the self-employed is a major factor accounting for tax authorities receiving less than what the 

law allows. An effective income tax enforcement strategy is therefore warranted but the 

available studies in the field of taxation have mainly centered on the problems of tax 

administration (Otieku, 1988), public perception of tax evasion (Song and Yarbrough, 1978) and 

managing small size taxpayers (Terkper, 2003). Asante and Seidu (2012) note that, the Ghana 

Revenue Authority (GRA) recognizing the high level of income tax non-compliance among the 

self-employed, has devised various unconventional means of taxation (standard assessment, 

identifiable groupings and, most recently, the tax stamp) over the years to rope into the tax net 

as many self-employed persons as possible. Asante and Seidu (2011) posit that, the problem of 

tax compliance is as old as tax itself. Even if the appropriate tax policies are formulated, there 

has always been the difficulty on the part of tax administrators in reaching out to the self -

employed which make them highly non-compliant to tax regulations (Thuronyi, 2003). 

Lai and Yap (2011) use the rate of undeclared income over actual income as a measure 

for corporate tax non-compliance using tax audit adjustment as a proxy of undeclared income 

and chargeable income for declared income. Hanlon et al. (2007) and Zainal Abidin et al. (2010) 

use the ratio of the deficient amount over one of two alternative measures of the size of the 

corporation, total assets and annual sales as a measure of tax non-compliance. The tax 

compliance literature according to Devos (2010) indicates that many factors, including, 

economic, social, psychological and demographic, impact on the compliance behaviour of 

taxpayers. The main factors affecting non-compliance include high tax rates, probability of 

detection, complexity of the law and the methods employed to collect taxes (Clotfelter, 1983; 
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Kasipillai, 1997). Birch, Peters and Sawyer (2003) reveal that eight out of ten demographic 

variables analysed: course, age, ethnicity, qualification, employment status, occupation, income, 

work experience and tax return filing experience, held statistically significant relationships at the 

five percent level with the acceptability and incidence of tax evasion behaviour.  

Jackson and Milliron (1986) note that older taxpayers, are normally more compliant than 

younger taxpayers. Devos (2005) investigated the relationship between eight demographic 

variables and found statistically significant relationship between the variables. Gupta (2009) did 

not observe much significant relationship with tax evasion or non-compliance but discovered 

retirees perceiving tax evasion as a more severe crime which concurs with existing literature 

that older taxpayers are more compliant than younger taxpayers. Birch et al. (2003) and Devos 

(2006) found inverse relationship between age and tax non-compliance. Richardson and 

Sawyer (2001) also examined age and tax non-compliance and found that older taxpayers tend 

to be more compliant than younger taxpayers. Devos (2005) and Ritsema, Thomas and Ferrier 

(2003) also studied the relationship between age and tax compliance, and concluded that age 

plays a crucial role in compliance, with young taxpayers less compliant than their old 

counterparts. This is because older taxpayers would have acquired sufficient assets and would 

be stable and financially independent, their tax non-compliance will be lower compared to 

younger taxpayers who are still active in acquiring wealth and plan strategies such as 

underreporting and exaggerate deductions to increase their wealth. 

However, Mason and Calvin (1978), Dubin and Wilde (1988) found a negative 

relationship between age and non-compliance, where young taxpayers rather tend to be more 

compliant than their old counterparts. A significant number of studies also found no relationship 

at all between age and compliance (Porcano, 1988: Feinstein, 1991). The conclusion drawn by 

these researchers is that, age plays an indifferent role with respect to tax compliance. According 

to Devos (2005), Richardson and Sawyer (2001) have proposed four possible explanations for 

these inconsistent findings. First, they assert that significance of the age variable does not 

extend to all taxpayers. Secondly, inconsistent definitions of taxpayer non-compliance employed 

throughout the research. Thirdly, when age is considered in association with other variables, its 

effect on taxpayers‟ compliance is diluted.  

Jackson and Milliron (1986) contend that gender is one significant factor that affects the 

tax compliance attitude and behavior of taxpayers. Specifically, they acknowledge that, female 

taxpayers are more conforming and conservative and bound by moral restraints than their male 

counterparts. Past studies have shown that females were more responsive to conscience 

appeal than sanction threat, both of which are designs to improve tax compliance (Jackson & 

Jaouen, 1989; Hite, 1997). Although the results of prior research are mixed or signify little 
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consistency on gender as a predictor of compliance, most of the recent researches provide 

evidence on gender differences in relation to tax compliance (Cohen, Plant, & Sharp, 1998; 

Hasseldine, 1999; Jackson & Milliron, 1986; Powell & Ansic, 1997; Roth, Scholz, & Whitte, 

1989). According to Jeyapalan and Hijattulah (2006), females are slightly more compliant than 

males. The work of Hite (1997) also suggests that taxpayer gender generally impact upon 

taxpayer compliance. An implied study carried out by Eicher (2002) brought to light that, more 

men than women view overstating of tax deductions as acceptable.  

Torgler and Valev (2007) investigate whether gender matters in the conduct of illegal 

activities including tax non-compliance. They observe that women are significantly less to agree 

that corruption and cheating on taxes can be justified. There are however, two major theories 

explaining gender differences in the compliance literature. These according to Torgler, Valinas 

and Macintyre (2008) are the “realities theory” and the “opportunity theory”. According to the 

realities theory, gender differences can be attributed to different biological, psychological and 

experiential realities that lead to different approaches to issues and problems. In contrast, the 

opportunity theory‟s argument is closely related to traditional economics, suggesting that men 

and women do not necessarily have different motivations. Instead gender differences can be 

explained by different external constraints and opportunities faced by men and women, in 

general. 

The effect of education on taxpayer compliance is far from conclusion. Wallschutzky 

(1984) submit that education is a variable most likely to improve compliance, whereas Beron, 

Tauchen and Witte (1992) indicate that, inconsistent results are produced as education is highly 

correlated with income level. The reasons for these conflicting findings are varied. First, there 

can be difficulty in determining which aspect of education is being measured. Lewis (1982) and 

Richardson and Sawyer (2001) identify four measures of education namely (i) the general 

degree of fiscal knowledge, (ii) knowledge involving evasion opportunities, (iii) general 

education attainment and (iv) specific tax knowledge. These different dimensions may assist in 

explaining the confusion surrounding the effect that the education variable has on taxpayer 

compliance. Richardson and Sawyer (2001) note that, individual taxpayers who have spouse 

are found to be more compliant than unmarried taxpayers.  

Asante and Seidu (2011) also concluded that unmarried self-employed taxpayers were 

highly non-compliant to tax laws than married taxpayers. It however buttresses the researchers‟ 

earlier position that, the topic under study seems new in the tax compliance research journal 

hence, the need to investigate it. Most existing literatures on the subject matter do not seem to 

have considered the type of entrepreneurial venture as a suitable variable for determining the 

tax compliance level of an entrepreneur. However, Lai and Yap (2011), presented that, the most 
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predominant industries engaged in tax non-compliance are the construction and the service 

sector which operate mostly on smaller scales in developing countries with simple tools and 

equipments.  

 

METHODOLOGY 

Tamale Metropolis, the study area, is one of the 31 districts in the Northern region of Ghana, 

with its capital – Tamale, being the capital of the region. The Metropolis has a population of 

537,986 inhabitants per the 2012 population census. Located 600 km north of Accra, the area is 

populated by Dagomba people who speak Dagbani and are moderate followers of Islam. Due to 

its central location, it serves as a hub for all administrative and commercial activities in the 

region, doubling as the political, economic and financial capital of the region. With its pace of 

development, it has seen the development of several small scale enterprises which depict the 

possibility of high revenue to the government if well taxed and collected. The population under 

study has been the entrepreneurs of small and medium scale enterprises in the Metropolis who 

file tax returns. It entails all categories of operators in the informal sector engaged in varied 

forms of self-employed occupations. The survey approach was employed to gather data. The 

choice of survey strategy allows for the collection of large amount of data from the population in 

a highly economical way. The sample size of the study is eighty (80). The study stratified the 

population of small and medium scale enterprises into such groups as: Food Processing/fast-

food operators/restaurants, Textile/Leather Works, Woodworking, Metal Fabricating, Repair 

Services, Auto repairs, chemical sellers/pharmacies, retailers, spare part dealers, and motorbike 

dealers using the stratified random technique. The stratification was based on the similarities 

and variations that exist among the SMEs in the metropolis. Using   simple random sampling 

criteria, 5 to 10 owners of these enterprises were selected from each stratum based on their 

level of dominance and size in the Metropolis. Structured questionnaire was designed and 

administered. The questionnaire was made simple and reader friendly with focus on the sector 

entrepreneurs most of whom have been assumed to have little or no education. The 

questionnaire was administered to them by the researchers in the local dialect to enhance their 

understanding of the concepts and the needed response. Field data collected was analyzed 

using Statistical Package for the Social Sciences (SPSS). Descriptive statistics and cross 

tabulation were used to produce quantitative patterns of responses gathered from among 

respondents. 

The conduct of the study was limited to the small scale entrepreneurs within the Tamale 

metropolis, one of the 216 sub-national government areas (districts) in Ghana. As such, its 

geographical boundaries are limited to the Tamale metropolis in the northern region, one of the 
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10 administrative regions in Ghana. Having defined the intent and scope of the study, it is 

worthy of notice therefore that findings espoused by the study are limited to the situation as in 

the Tamale metropolis and as such cannot be generalized as the situation on tax non-

compliance relative to the selected demographic variables. 

 

EMPIRICAL RESULTS AND DISCUSSION 

The results obtained from the field work are presented and discussed in this section. The 

demographic characteristics of the sampled entrepreneurs are presented and related to their tax 

payment status. How the peculiar characteristics of entrepreneurs such as age, gender, 

educational background, marital status, and business type affect their tax compliance is 

examined in relation to earlier studies reviewed. Frequency tables are mainly used to present 

responses obtained. 

 

Demographic Characteristics of Entrepreneurs 

The demographics of the entrepreneurs studied. It highlights on such features as gender, age, 

educational level, marital status, and venture-types of the entrepreneurs. Table 1 below shows 

the demographic characteristics of the entrepreneurs involved in the study.  

 

Table 1. Entrepreneurs‟ Demographics and Tax Payment Status among SMEs 

Demographic Frequency Percentage (%) 

Gender   

Male 46 57.5 

Female 34 42.5 

Total 80 100.0 

Age   

18-25 22 27.5 

26-39 32 40.0 

40-59 20 25.0 

60 and Above 6 7.5 

Total 80 100.0 

Educational Level   

Basic Education 10 12.5 

Secondary Education 14 17.5 

Tertiary Education 30 37.5 

Non Formal Education 10 12.5 

No Formal Education 16 20.0 

Total 80 100.0 

Marital Status   

Married 55 68.8 

Unmarried 25 31.2 

Total 80 100.0 
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Venture-Type 

 Table 1…. 

Chop Bar/Fast-food 10 12.5 

Metal Fabricating 10 12.5 

Woodworking 10 12.5 

Motorbike dealers 10 12.5 

Auto repairs 7 8.8 

General retailers/Merchandise 7 8.8 

Chemical sellers/Pharmacies 7 8.8 

Spare part dealers 7 8.8 

Textile/Leather works 5 6.2 

Hair dressers/Barbers 7 8.8 

Total 80 100.0 

Tax payment Status   

Yes 38 47.5 

No 42 52.5 

Total 80 100.0 

 

Out of the 80 entrepreneurs studied, 57.5% were males whereas 42.5% were females. This is to 

say that, males dominate over their female counterparts in the informal sector. This is 

buttressed by the study of Sookram et al. (2006) and Sookram and Watson (2007) which 

revealed that, men tend to dominate in the „business‟ informal sector whereas women take the 

lead in the „household‟ informal sector. Adding that, men naturally tend to be involved in 

activities that yield high remuneration as against women who predominantly have been involved 

in low paying works. It was further noted by Sethuraman (1998) that, women who work in the 

informal sector usually operate at a lower level than men since they tend to be „employees‟ 

rather than „employers‟. Typically, the reason for this male dominance in the informal sector is 

that, the sector is characterized by such technical and pure manpower kind of ventures which 

until recent times was basically seen as venture for men. However, the women had their 

leadership where they are best described as fit: hair dressing saloon, the chop bar, textiles and 

retailing.  

The study considered age and educational background of entrepreneurs. Per the field 

study, the informal sector also known as the small and medium scale industry in the Tamale 

metropolis is dominated by entrepreneurs within the age group of 26-39 which were represented 

by 40.0% of entrepreneurs followed by 27.5% which relate to those within the age group of 18-

25. The elderly group which is made up of ages between 40-59 years and 60 years and above 

was represented as 20.0% and 7.5% respectively. This situation is confirmed by Bruno and 

Friedrich (2000) that, more young people are involved in the informal economy than older 

people. It explains that, more and more young people in the Tamale metropolis are becoming 

more engaged in self-employed businesses. The study again revealed that, 37.5% of the 
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entrepreneurs had tertiary education in the form of polytechnic and university education; 12.5% 

and 17.5% also had basic education and secondary education respectively; 12.5% of 

entrepreneurs had non-formal education which takes the form of apprenticeship and technical 

vocational education. 20.0% of entrepreneurs, however, had no educational background.  

It was also revealed that, 68.8% of entrepreneurs sampled were married whiles 31.2% of 

them were unmarried. Naturally, people who want to be identified as hardworking in the 

community as well want to identify with a high level of responsibility which in this case is their 

ability to manage their immediate family alongside their ventures.  

The study discovered that, 12.5% each of entrepreneurs were into chop bar or fast food, 

metal fabricating, woodworks, and motorbike dealings. Also, 8.8% each were also engaged in 

auto repairs, general merchandise or retail businesses, pharmaceutical businesses, auto spare-

part dealings and hair dressing salon businesses. These typically are the businesses that 

dominate the informal sector in the Tamale metropolis and as such determine the trend of the 

informal sector behaviour and/or activities. It implies that, anyone carrying out a study on the 

informal sector in the Tamale metropolis is likely to come across these groupings and variety of 

businesses. This further confirms the heterogeneity in activity as have always been a 

description of the informal sector. 

On tax payment status, only 47.5% of them have ever paid income tax. The remaining 

52.5% never paid income tax despite having been in business. Kasipillai and Hijatullah (2006) 

posit that, tax non-compliance could take several forms including: failure to submit a tax return 

within the stipulated period or non-submission, understatement of income, overstatement of 

deductions and failure to pay assessed tax by the due date. In this situation however, is 

complete, deliberate or unintentional failure to submit tax return which constitutes tax non-

compliance. 

 

Entrepreneurial Demographics and Tax Payment Status 

This section of the discussion seeks to establish links between the various demographics such 

as gender, age, educational level, marital status as well as entrepreneurial venture-type and tax 

compliance status of entrepreneurs.  

The relationship between the gender entrepreneurs and tax non-compliance is 

presented in the table 2. 
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Table 2. Entrepreneurial Gender and Tax Non Compliance 

   Have you ever paid income tax 

Total  Variables  Yes No 

 Male Count 30 16 46 

% within gender 65.2% 34.8% 100.0% 

Female Count 8 26 34 

% within gender 23.5% 76.5% 100.0% 

              Total Count 38 42 80 

% within gender 47.5% 52.5% 100.0% 

  

It can be observed that 65.0% of male entrepreneurs noted to have ever paid or filed income tax 

return whiles 34.8% of male entrepreneurs also confirmed not to have ever paid or filed income 

tax return. On the other hand, 23.5% of female entrepreneurs indicated to have ever paid 

income tax whiles 76.5% indicated otherwise. It is to be deduced from these positions that, 

women entrepreneurs in the Tamale metropolis are less compliant to tax laws than their male 

counterparts.  

This position contravenes the findings of Eicher (2002); Torgler and Valey (2007) and 

Jeyapalan and Hijattulah (2006) who found out that, females are more compliant to tax laws 

than their male counterparts. The reason is that, more women who as involved in the informal 

sector undertakes typically underground or indoor business activities such as dress making, hair 

dressing, chop bar or road-side food selling which does not expose their activities to the tax 

authorities and so are unidentifiable by the tax authorities. Simply put, they are not been 

captured by the tax net. However, the male counterparts undertake outdoor activities such as 

metal fabricating, motor bike dealing, auto repairs, wood works, auto spare part sales amongst 

many and as such, are more exposed to tax authorities and for that matter are identifiable for 

tax purposes. 

The relationship between the age of an entrepreneur and his or her tax non-compliance 

was ascertained and the table 3 below depicts the responses. 
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Table 3. Entrepreneurial Age and of Tax Non-Compliance 

   Have you ever paid income tax 

Total  Variables  Yes No 

 18-25 Count 10 12 22 

% within age 45.5% 54.5% 100.0% 

26-39 Count 15 17 32 

% within age 46.9% 53.1% 100.0% 

40-59 Count 12 8 20 

% within age 60.0% 40.0% 100.0% 

60 and above Count 1 5 6 

% within age 16.7% 83.3% 100.0% 

Total Count 38 42 80 

% within age 47.5% 52.5% 100.0% 

 

The study as presented in table 3 above reveals that, 45.5% of entrepreneurs within the age 

group of 18-25 years pays or have ever paid income tax from their business proceeds whiles 

54.5% never paid or filed income tax returns. Within the age group of 26-39 years, 46.9% of 

entrepreneurs were found indicating that, they pay or have ever paid or filed income tax returns 

whiles 53.1% does not pay income tax. Also, 60.0% of entrepreneurs within the age group of 

40-59 years noted to have been paying or ever paid income tax on business proceeds whiles 

40.0% of them do not. Interestingly, only 16.7% of entrepreneurs ageing above 60 years were 

identified to have been paying income tax whiles 83.3% of them do not pay income tax on their 

business gains.  

Observably, young people seem to have been slightly more compliant than older 

entrepreneurs in terms of tax compliance. Again, young entrepreneurs were observed to have 

been more non compliant than their older counterparts. Simply put, more young entrepreneurs 

within the ages of 18 to 39 are more non-compliant than entrepreneurs who aged between 40 

and above.  

This confirms the findings of Jackson and Milliron (1986); Richardson and Sawyer 

(2001) that older taxpayers are less non-compliant compared to the younger taxpayers. The 

reason for tax non-compliance among the younger taxpayers is that older taxpayers are 

financially independent than younger ones who are active and zealous to acquire wealth by not 

allowing much of their hard earned profits to be taxed away.  

Table 4 next, depicts the relationship between the educational level of an entrepreneur 

and his or her tax non-compliance. 
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Table 4. Effects of Educational Attainment of Entrepreneur on Tax Non-Compliance 

   Have you ever paid income tax Total 

 Variables  Yes No 

 Basic Education Count 4 6 10 

% within Educational status 40.0% 60.0% 100.0% 

Secondary 

Education 

Count 6 8 14 

% within Educational status 42.9% 57.1% 100.0% 

Tertiary 

Education 

Count 16 14 30 

% within Educational status 53.3% 46.7% 100.0% 

Non Formal 

Education 

Count 4 6 10 

% within Educational status 40.0% 60.0% 100.0% 

No Education Count 8 8 16 

% within Educational status 50.0% 50.0% 100.0% 

Total Count 38 42 80 

% within Educational status 47.5% 52.5% 100.0% 

  

Education wise, it was revealed that 40.0% of Entrepreneurs who had only basic education 

noted to have been paying or paid their income tax whiles 60.0% of them do not. About 

entrepreneurs who had secondary education in the form of middle school, 42.9% paid their 

income tax whiles 57.1% did not or does not pay income tax. Of entrepreneurs who had tertiary 

educations, 53.3% noted to have been paying income tax on business proceeds whiles 46.7% 

of them noted otherwise. Also, 40.0% of entrepreneurs who had non-formal education in the 

form of apprenticeship expressed to have been paying or ever paid income tax but 60.0% of 

them were identified never to have paid or filed income tax return. Interestingly, 50.0% of 

entrepreneurs who noted not to have had any form of education reported to have been paying 

their income tax whiles 50.0% of them reported otherwise. 

  Deducing from this presentation, entrepreneurs with higher level of education: for 

instance tertiary, have lower level of tax non-compliance whereas entrepreneurs with lower 

education have higher tax non-compliance rates.  Whiles the situation is shared equally among 

the uneducated, it could be concluded that, education has positive impacts on tax non-

compliance such that, when people are highly educated, they do not want to be confronted by 

the law as they know what it means to have been visited by the law. This confirms Wallschutzky 

(1984) assertion that, education is a variable most likely to improve compliance. However, it is 

stated by Richardson and Sawyer (2001) that the general degree of fiscal knowledge and 

general education attainment may have varied levels of improvement on compliance. 
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Table 5 below exhibits how an entrepreneur‟s marital status impacts on his or her tax non-

compliance level. 

 

Table 5. Effects of Entrepreneur‟s Marital Status on Tax Non-Compliance 

   Have you ever paid income tax 

Total  Variables  Yes No 

 Married Count 27 28 55 

% within marital status 49.1% 50.9% 100.0% 

Unmarried Count 11 14 25 

% within marital status 44.0% 56.0% 100.0% 

Total Count 38 42 80 

% within marital status 47.5% 52.5% 100.0% 

 

The study also found that, 49.1% of married entrepreneurs have been paying or have ever paid 

income tax whiles 50.9% of married entrepreneurs were identified not have ever paid income 

tax on profits of the business. It was also realized that, 44.0% of unmarried entrepreneurs filed 

income tax returns whereas 56.0% does not. It is clear from this position that, slightly more 

married entrepreneurs are tax compliant than their unmarried counterparts. Also, married 

entrepreneurs are less non-compliant than unmarried entrepreneurs. It thereby supports 

Richardson and Sawyer (2001) finding that, individuals taxpayers who have spouse are found to 

be more compliant than unmarried taxpayers. Again, Asante and Seidu (2011) also confirmed 

that, unmarried self-employed taxpayers are highly non-compliant to tax laws than married 

taxpayers. This situation probably may not be due to female‟s influence on their male 

counterparts as they (female entrepreneurs) in the Tamale metropolis were discovered not to 

have been compliant with tax laws due  to the nature of the activities. But it could be as a result 

of people‟s high sense of responsibility and level of education.  

Presented in table 6 below is how entrepreneurial venture-type influences the non-

compliance level of the entrepreneur. The study revealed that, 50.0% of chop bar and fast-food 

operators or businesses paid or has been paying their income tax. Another 50.0% of chop bar 

and fast-food operators were also discovered not to have been paying their income tax. Among 

metal fabricators however, 60.0% were found to have been filing income tax returns whereas 

40.0% of them do not comply. Also, 40.0% of woodworkers such as carpenters/furniture‟s, and 

timber processors expressed to have been filing income tax returns whiles 60.0% of them do 

not file or have never filed an income tax returns. The study also revealed that, 50.0% of 

motorbike dealers filed income tax returns whiles another 50.0% of them do not their income tax 
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returns to the tax authority. Again, 42.9% of auto repairers/businesses do file their income tax 

returns whereas 57.1% has never filed income tax returns since the first day of operations. 

Among general retailers or merchandise such as super markets, retail shops, and provisions 

stores, the situation so exposed is as in the case of auto repairers or businesses.  

 

Table 6. Entrepreneurial Venture-Type and its Effects on Tax Non-Compliance 

   Have you ever paid income tax 

Total  Variables  Yes No 

 Chop Bar/Fast-food Count 5 5 10 

% within Categories 50.0% 50.0% 100.0% 

Metal Fabricating Count 6 4 10 

% within Categories 60.0% 40.0% 100.0% 

Woodworking Count 4 6 10 

% within Categories 40.0% 60.0% 100.0% 

Motorbike dealers Count 5 5 10 

% within Categories 50.0% 50.0% 100.0% 

Auto repairs Count 3 4 7 

% within Categories 42.9% 57.1% 100.0% 

General 

retailers/Merchandise 

Count 3 4 7 

% within Categories 42.9% 57.1% 100.0% 

Chemical 

sellers/Pharmacies 

Count 4 3 7 

% within Categories 57.1% 42.9% 100.0% 

Spare part dealers Count 4 3 7 

% within Categories 57.1% 42.9% 100.0% 

Textile/Leather works Count 3 2 5 

% within Categories 60.0% 40.0% 100.0% 

Hair dressers/Barbers Count 1 6 7 

% within Categories 14.3% 85.7% 100.0% 

Total Count 38 42 80 

% within Categories 47.5% 52.5% 100.0% 

  

The study also noted that, among chemical and pharmaceutical outlets, 57.1% of entrepreneurs 

have been filing their income tax returns whiles 42.9% do not file returns to the tax revenue 

authority. The situation of spare part dealers was similar to that of chemical and pharmaceutical 

regarding the percentage scores. Among textiles and leather works or businesses, 60.0% of 

entrepreneurs reported to have always submitted income tax returns to the tax revenue 

authority however, 40.0% of this category of entrepreneurs have never submitted an income tax 

returns to the tax revenue authority. In the venture category of hair dressing and Barbering, only 
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14.3% of entrepreneurs reported to have paid or been paying income tax on profits from their 

business however, 85.7% of them do not file returns at all. Observably, the hair dressing and 

barbering venture stands out as the venture category with the highest level of non-compliance 

followed by the auto repairs and general merchandise. The highest complying venture to tax 

laws is the textile and leather works. This is because, it belongs to the art and culture category 

which to some extent have international markets and as such moderately regulated to conform 

to the norms of the community. It may also be as a result of its small size which makes it easy 

for control and management unlike the hair dressing and barbering enterprises which have 

become very rampant in the metropolis hence, lack the needed control. Venture categories such 

as spare-part dealers, auto repairs, retailers, motorbike dealers, and chop bar/fast-food have 

recognized associations that determine their conducts either nationwide or within their 

immediate communities and as such, it raise a sense of responsibility among some operators 

whiles others remain uninfluenced by their associations. It could be established therefore that, 

the hair dressing and the barbering venture categories with high tax non-compliant behaviour.  

 

CONCLUSION 

Evidently, there exist significant relationships between people‟s demographics and their tax 

compliance behaviour. Specifically, entrepreneurs of small and medium scale enterprises in the 

Tamale metropolis have shown these relations such that, in gender wise, more men comply with 

tax concepts than their female counterparts and in age wise, older entrepreneurs are seen to be 

more compliant to tax than young entrepreneurs. There was also an inverse relationship 

between level of education and level of tax non compliance. Marital status and venture-types 

were also seen to have obvious relationships with entrepreneurs‟ tax non compliance level. 

With the issue of general disregard for taxation and tax concepts as was the case 

among SMEs in the Tamale metropolis, the researchers suggest that an intensive educational 

package which makes use of graduate youths in an interactive one-on-one encounter with 

business owners and individuals in the metropolis to appeal to the conscience of people 

(taxable persons) on the need to voluntarily contribute monies in the form of tax into the state 

coffers towards national development. It should also be made known to people as to the 

implications of avoiding or evading tax obligations and the position of the guiding laws on such 

situations so that people get to know the compulsory element of the obligation. This would help 

improve people‟s awareness in taxation and its related concepts hence, the interest to step up 

in their responsibility as citizens. Having noted that, more women than men in Tamale do not 

comply with taxation laws and concepts due to the indoor nature of their businesses, the 

researchers again suggest that, tax officials should carry out mass field survey operations 
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geared towards locating the various categories of businesses in the metropolis and where they 

are located. So that tax officials after locating their operation points can approach the business 

owners and enter into tax agreements with them. This is because; voluntary compliance does 

not seem to appeal to people‟s mind since a mixture of factors determines a person‟s behaviour. 

This could be done if young graduates or young intelligent people are recruited and trained to 

undertake such responsibilities. 
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