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ABSTRACT

Governments around the world are keen to boost their level of exports. Tax incentives
are one common tool that can boost the performance of EPZ firms across the globe. In
Kenya, the performance of EPZs firms has been declining in the past decade in
comparison to other EPZs in both Africa and Asia. The purpose of this study was to
establish the effect of tax incentives including capital deductions, VAT incentives and
corporate income tax incentives on the performance of EPZs firms in Mombasa
County in Kenya. The specific objectives of the study was to determine the effect of
capital deductions on the performance of EPZs firms in Mombasa, to establish the
effect of VAT incentives on the performance of EPZs firms in Mombasa and to
determine the effect of corporate income tax incentives on the performance of EPZs
firms in Mombasa. The study explored the optimal tax theory, benefit theory of
taxation and Q theory of Investment. This research adopted an explanatory research
design based on panel data for a period of ten years starting from 2010 to 2019. The
population comprised 28 firms registered and licensed by Export Processing Zone
Authority (EPZA) as at 2019 in Mombasa Country. The study used secondary data
which was collected from EPZA and which was analyzed using multiple regression
analysis to establish the relationship between the particular tax incentives and
performance of EPZ firms as indicated by net profit. The findings of the study
revealed that Capital Deduction (f=10.989, P=0.004), VAT incentive (p=1.983,
P=0.023) and Corporate Income tax incentive (f=2.340, P=0.033) have a positive and
significant effect on the performance of EPZs firm in Mombasa. The study concludes
that Capital Deduction as measured by investment deductions has a positive and
significant effect on the performance of EPZ firms in Mombasa. The study also
concludes that VAT incentive as measured by VAT zero rating has a positive and
significant effect on the performance of EPZ firms in Mombasa. The study also
concludes that Corporate income tax incentive as measured in the form of tax holiday
has a positive and significant effect on the performance of EPZ firms. Based on the
findings, the study therefore recommends that the government increases the level of
capital deductions, VAT incentives and Corporate Income Tax incentives allowed by
EPZs firms given their positive effect. This will increase the investments by EPZs
firms which will in turn spur more production in Kenya. Further studies should be
conducted to identify other potential determinants of the performance of EPZs firms
in Mombasa such as the presence of local skilled labor force, foreign exchange
policies, foreign trade policies and employment income tax incentives.
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Capital deductions

are tax deductions that may apply to all types of capital
investment may be limited to specific categories, such as
machinery or technologically advanced equipment, or capital
expenditure in specified activities, such as research and

development (UN 2018).

Corporate income tax incentives are expressed as a percentage difference between

Firm Performance

Tax incentives

the regular corporate income tax (CIT) rate and the tax

incentive corporate income tax (CIT) rate (World Bank 2020).

is a multidimensional construct that can be further
dimensionalized into sales, output, accounting returns, stock

market and growth measures (Martinez et al., 2019).

are defined as Exemptions, tax holidays, credits, investment
allowances, preferential tax rates and import tariffs, and
postponement of tax payment are examples of preferential tax
treatments granted to a chosen set of taxpayers (Chen et al.,

2018).
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CHAPTER ONE

INTRODUCTION
1.0 Chapter Overview
This introductory chapter focuses on the background of the study, statement of the
problem, objectives of the study, research questions as well as the significance of the
study. The aim of the study was to examine the effect of tax incentives on the

performance of EPZ firms in Mombasa County.

1.1 Background of the Study

Tax incentives have long been justified by governments as a way to ameliorate market
failure caused by exogenous factors such as regional competition for scarce inward
investment (Diana, 2019). In terms of tax incentives, advanced economies often
provide benefits in the form of credits and tax incentives for corporate income taxes.
Most governments in the global south and developing countries, on the other hand,
place a premium on lower tax rates and tax holidays for corporate income taxes, VAT,
and excise taxes (IMF et al., 2015). South American economies tend to rely on VAT
exemptions, corporate income tax reduction and low import tariffs to promote

investment (Agostini & Jorrat, 2017).

According to Agustin et al. (2018), where tax incentives for investment have an
effect, they generally come at a high cost, reducing their efficiency. EPZs have a
beneficial influence on job creation, according to a 2017 World Bank study that uses
firm level data for the Dominican Republic. This advantage, however, comes with the
loss of large tax revenues, limiting the government's ability to fund other investments

and social services (World Bank, 2017).



Since the second half of the twentieth century, EPZs have had a significant impact on
national economies, particularly in nations where the zones are part of a broader
industrial policy (Adu-Gyamfi et al, 2020). UNCTAD (2020) posits that there has
been a huge increase in the number of EPZs in the past twenty years as there were
3,500 EPZs recorded in 130 countries in 2006 but there are currently over 5300 EPZs
around the global. Africa is home to about 230 EPZs, accounting for roughly 5% of
all EPZs worldwide, whereas China alone accounts for over 47% of all zones
(UNCTAD, 2020). The low figure in Africa can be linked to the continent's late start
in establishing EPZs. Liberia, Senegal, and Mauritius were among the first African
countries to establish EPZs in the 1970s. Most African nations established their EPZs

in the 1990s.

EPZs as a policy tool for development and export-oriented growth have proliferated
during the previous four decades, according to Engman, Onodera, and Pinali (2007),
and were widely employed in Asia and Latin America in the 1970s. However, since
the early 2000s, EPZs have mushroomed in both Africa and other developing
countries. In response to changes in industrial and trade policies, several significant
emerging economies, including China, India, and Russia, have recently enacted new
EPZ laws. As a result, EPZs are increasingly catering to services as well as
conventional industry, and more than 100 nations have implemented some type of
zone legislation for the provision of goods and services to international markets

(Engman, Onodera & Pinali, 2007).

EPZs have been linked to the growing international integration of emerging countries’
economies. The first zone was the Irish Shannon Export Free Zone, which was

established in 1959. Because of the experiment's early success, organizations such as



the United Nations Industrial Development Organization (UNIDO) encouraged it to
be replicated by poor countries, and the first zone in a developing country was

established in India in 1965 (Farole, 2010).

The provision of unique incentives to attract foreign investment is a prevalent feature
of EPZs. Tax holidays, duty-free export and import, free repatriation of earnings,
infrastructure provision, and labor law exemptions are all examples of these
incentives (Jauch, 2002). EPZs generate foreign-exchange revenues by boosting non-
traditional exports, jobs to reduce unemployment or underemployment in the host

nation, and assistance with income creation and attracting FDI (Madani, 1999).

According to Stein (2008), Korea, Taiwan, and China have had the most successful
export zones in the world by practically any criterion. Taiwan, like many African
countries, was looking for new strategies to promote exports after initially focusing on
import substitution. Since its start in 1971, the Mauritian EPZ sector has been
expanding. This is evidenced by its EPZs growing export percentage of the country's
overall exports, which has increased from 25% in 1978 to over 65% in 1998 (Tekere,
2000). Despite the fact that few African countries began EPZs or free zone projects in
the early 1970s — Liberia in 1970, Mauritius in 1971, and Senegal in 1974 — most

African countries did not implement them until the 1990s or 2000s (Farole, 2010).

The neoliberal interpretations of EPZs by multilateral financing agencies which linked
EPZs to government industrial strategies in Africa, was one of the main reasons for
their non-existence in Africa. According to Newman and Page (2017), several of
Africa’s relatively new EPZs were established in response to the US Africa Growth
and Opportunities Act and the Multi-Fibre Agreement. In contrast to what has

happened in a number of Asian nations, Stein (2008) claims that African EPZ projects



have been hampered by anti-industrial sentiments ingrained in World Bank-imposed

tactics and a poor definition of EPZs by international financial institutions (IFIs).

According to Stein (2008), the World Bank closed parastatal institutions dealing with
industry support in African nations after 1980, while also opposing new industrial
policy attempts by limiting the scope of state participation to minimize distortions.
The World Development Report of 1983 outlined the rationale for the African
continent's rejection to industrial policies. To ensure that local industries can compete
successfully with their international competitors, the World Bank preferred economy-

wide regulatory liberalization.

According to the World Development Report (1983), market distortions are created
by the government, either directly or indirectly, as they seek to achieve some social or
economic goal. Other reasons were also given for rejecting governmental industrial
backing, resulting in the postponement of the development of EPZs throughout
Africa. According to a World Bank analysis from 1983, African state capacities are
too weak as a result of governments' attempts to control too much economic activity.
Instead, countries should concentrate on fundamental obligations, which should not
include attempts to address market failings, as the intended remedy has all too

frequently been worse than the problem.

All industrial strategies should be opposed, according to a World Bank report from
1983, because they are likely sources of corruption and rent seeking. In addition,
administrative actions, such as limitations on international trade and payments, are
also some of the policies opposed by the World Bank. The policy design and

implementation processes experienced during Africa’s import-substitution phases in



the 1960s and 1970s led to discouragement of further state intervention in the

industrial sectors (UNCTAD, 2019).

Another explanation for the lack of EPZs in Africa, according to Stein (2008), was a
1989 Africa study that linked low manufacturing performance on the continent to
1970s and early 1980s industrial policy measures. During this period African
governments used heavy protection measures, extensive regulation and as well as
directed investment to shield domestic firms from foreign competition. These policies

hindered local firms and made them less competitive in international trade.

The African Growth and Opportunity Act (AGOA) was signed into law by the United
States in May 2000. AGOA was created to promote fair and equitable trade between
the United States and Sub-Saharan African (SSA) countries by allowing duty-free
access to the US market for a variety of textile and clothing products (Kim, Traore, &
Warfield, 2006). According to Adala (2008), African EPZs, particularly in Kenya and
Lesotho, gained greatly from trade privileges to the US market granted under the
AGOA program from 2000 to 2004. This is largely due to the fact that they faced
little competition from Asian producers in the US market, who experienced quota

restrictions until the Multifiber Agreement (MFA) expired at the end of 2004.

Since 2005, diminishing competitiveness as a result of the end of MFA has been a
well-documented driver of EPZ enterprises stagnation in Kenya and Lesotho (Adala,
2008). According to Stein (2008), African zones have been generally unsatisfactory in
terms of a number of success measures, particularly when compared to experiences in
a number of Asian countries. EPZs in Africa remain as isolated enclaves with limited

linkages to the rest of the economy.



1.1.1 Firm Performance

Martinez et al., (2019) notes that firm performance is a multidimensional construct
that can be further dimensionalized into sales, output, accounting returns, stock
market, and growth measures. Firm performance is considered a product of the
interactions from different parts or units within an organization. Given that some
studies focus on financial performance while others focus on non-financial success,
the debate on performance is still unresolved. Traditional performance metrics were
based on traditional accounting methods, which have been criticized for their lack of

impartiality, consistency, and vulnerability to internal manipulation.

According to Kaguri (2013), performance is multi-faceted, and the best measure to
assess corporate performance depends on the type of organization being evaluated, as
well as the goals that will be achieved through that evaluation. Financial performance
in the form of profits, Return on Assets and Return on Investments, as well as product
market performance indicators such as sales and market share, and shareholder return
are all aspects of business success. According to Mulaa (2014), there has been a shift
in recent performance research from the sole use of financial performance indicators
to the addition of non-financial performance measures. This method is both practical
and consistent with the multidimensionality of the performance construct. Measuring
performance is critical for converting strategy into results. Measuring performance, at
the same time, is challenging, especially when the metric to be measured is constantly

changing and complex.

The classic theory of the corporation emphasizes wealth maximization as the primary
metric of an organization’s success (Belghitar et al 2019). Firm performance is

significantly affected by various factors and tax incentives are one of the significant



factors among them. Lots of empirical studies have been done to explore if there is
any relation between firm performance and capital structure and these studies

produced mixed results.

Micro and macroeconomic issues have an impact on a company's performance.
Product, organizational culture, leadership, manufacturing, demand, and production
factors are microeconomic elements that occur within the firm and are under
management's control (Egbunike & Okerekeoti, 2018). Macroeconomic elements such
as social, environmental, and political conditions, suppliers, rivals, and government
regulations and policies, according to the World Bank (2015), operate outside the
enterprise and are hence outside management's control. Inflation, unemployment,
GDP, stock market index, corporate tax rate, are also other major economic
parameters outside management control. Economic Value Added (EVA) is also
becoming more prevalent as a performance metric. EVA is a financial performance
metric that reflects a company's genuine earnings the most accurately (Bhasin, 2016).
“After removing the cost of equity capital and debt from the operational profits,”
EVA is determined. EVA is nothing more than a modernized version of Alfred

Marshall’s classic "residual income (R1)" concept.

1.1.2 Export Processing Zones (EPZs)

Expanding export is considered as among the most important  primacies of any
government in both high income and emerging countries. The underpinning idea is
that favoring domestic exports is a key driver of economic growth (Odhiambo, 2021).
EPZs are one of the most common export promotion policies that can positively affect

directly or indirectly exports in a given country.



One motive for promoting EPZs, according to Farole (2010), is that it is a viable and
second-best policy in the face of systemic economy-wide deficiencies and challenges
to other national policies. It is always advised that EPZs do not stay as isolated
economic enclaves from the rest of the economy and that efforts be made to generate
beneficial spillovers across the economy. Mauritius in the mid-1990s and Mexico in

the 1990s both provided effective EPZs, whereas Senegal supplied a poor example.

Economic and political stability, profitability of local production, exchange rate
policies and skill-content of local employment are some of the most essential
elements determining the success of EPZs (Farole, 2010). EPZs are generally
successful due to the pure economic incentives provided to resident businesses, such
as credit obligations and special tax treatment. EPZs have been one of the most often
employed schemes in Latin America to boost exports since the early 1990s (Adu-

Gyamfi et al., 2020).

According to Belloc (2017), EPZ enterprises receive a variety of government
incentives. The incentives are divided into three categories: budgetary, procedural,
and infrastructure. While fiscal and procedural incentives are policy-based and apply
to all enterprises, infrastructure incentives are zone-specific and vary depending on
the zone. These differences result from the availability of fundamental necessities
such as roads, electricity, water, sewerage, security, and storage and warehousing

facilities.

According to Belloc (2017), EPZs favour capital deductions, VAT incentives, and
corporate income tax incentives over duty drawback systems, which rely on
reimbursing taxes paid on imported inputs included in final exported items. In terms

of administrative management, duty drawback schemes are rather inconvenient. The



tax incentives of EPZs are also preferred as a way to support exports as compared to

reduction and elimination of taxes that occurs when manufacturing under bond.

EPZs have expanded in the previous decade, providing perks and tax breaks to
domestic and international enterprises producing items for export. They gained
popularity as a result of the prosperity of the newly industrialized countries in East
Asia. EPZs have been one of the most popular initiatives for increasing Latin

American exports since the early 1990s (Adu-Gyamfi et al., 2020).

1.1.3 EPZs in Kenya

According to EPZA (2017) EPZs were established in Kenya in 1990 with the aim of
attracting export oriented firms through a series of fiscal and procedural incentives.
The number of operational enterprises stood at 131 while number of gazetted zones as
at the end of December 2017 stood at 71 compared to 65 in December 2016, out of

which 66 are privately owned and operated while 5 are public zones (EPZA, 2017).

According to EPZA (2019), in the year 2019, 37.2 percent of EPZ firms were
completely Kenyan, 22.6 percent were joint ventures, and 40.2 percent were foreign
investments. In 2018, 37.5 percent of businesses were completely held by Kenyans,
23.5 percent were joint ventures, and 39.0 percent were controlled by foreigners.
Investors have come from Sri Lanka, India, Taiwan, Dubai, China, Qatar, Singapore,
the United States, the United Kingdom, Belgium, the Netherlands, Denmark,

Australia, Mauritius, and Tanzania.

1.1.4 EPZs in Mombasa
Mombasa is Kenya's second largest city, and it is also the country's main seaport. It is
located in the country's southeast along the Indian Ocean coastline. The city has a

population of 1.2 million people and is located on an island separated from the
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mainland by Tudor Creek and Kilindini Harbor (2019, KNBS). Mombasa County is
230 square kilometers in size and is bordered to the north by Kilifi County, to the
south by Kwale County, and to the east by the Indian Ocean (Mombasa county

government, 2018).

Ngece and Gichora (2020) notes that the first settlement on the island dates back to
1000A.D. when the urban center developed as an important trade center with
connections to India, Yemen, Persia, and China. At the time, its key exports were
spices, gold and ivory. After the discovery of the city by the Portuguese explorer
Vasco da Gama in 1498, Mombasa was captured and came under Portuguese rule in
1511. However the seaport assumed its importance when the British assumed control
of the city in 1898.Mombasa port has achieved great economic significance because it
has become the gateway to Kenya’s neighbors including the Democratic Republic of
Congo, South Sudan and southern Ethiopia, Uganda and Northern Tanzania especially

in terms of export and import of goods (Ngece & Gichora 2020).

FAO (2017) notes that coastal regions have attracted human settlements because they
provide ideal avenues for agricultural, industrial and transport activities.
Manufacturing enterprises are attracted to the coastal areas due to their inherent
benefits they provide such as proximity to low-cost marine and inland transportation
systems, use of water for industrial process or cooling, marine transportation. Coast

shorelines also provide raw material.

EPZA (2019) notes that Mombasa is the most ideal location for EPZs firms because
of its close proximity to the Mombasa modern seaport as well as the newly

constructed port of Lamu. Investors will benefit from its closeness to the Mombasa
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Standard Gauge Railway station at Miritini, as well as its large road network

connecting Mombasa Island to the rest of the country.

EPZA (2019) notes that EPZs in Mombasa perform better as compared to those in the
rest of the country because the firms are located near the seaport where operational
logistics are minimal. The first EPZ in Mombasa was the Kipevu Public Zone which
was gazetted into an EPZ in 1993. Currently out of the EPZ 72 zones in Kenya, 24
are in Mombasa. As of 2018, EPZs in Mombasa were leading the country in number

of firms established, employees, exports and sales (EPZA, 2019).

According to EPZA (2019), agro processing, chemicals, commercial and commercial
craft dartboard, electronics, and food processing are among the industries represented
at the Mombasa EPZs. Garments and garment support services, minerals and
gemstones, medicines and medical supplies, plastics, printing, relief supplies, drinks
and silicone goods are among the other industries represented. The majority of the
export processing zone-based enterprises in Mombasa service the US market,
although exports to Europe are becoming increasingly important. There are also
companies that have established presence at the EPZs with a sales focus towards

China.

1.1.5 Tax Incentives and Performance of EPZ Firms

Twesige, Gasheja and Barayendema (2020) notes that a number of countries have
used tax incentives for both private and public firms as part of the strategy to
stimulate the performance of EPZ firms. Amendola, Mele, and Sensini (2018) notes
that tax incentives positively affect the performance of EPZs firms in studies
conducted in the Dominican Republic. According to the findings, there is a statistical

link between tax incentives and corporate performance. Firms that receive incentives
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consistently beat their peers on a wide range of financial criteria, showing that they

have a significant competitive advantage, according to the statistics.

Kuria (2018) researched on the impact of taxes incentives on EPZ firms in Kenya.
The findings revealed that tax incentives had a considerable impact on EPZ firm
performance when examined using ROA as a metric. According to the findings, tax
incentives have a considerable impact on EPZ firm performance as assessed by the
number of workers hired. The number of years in operation of EPZ enterprises was

found to have a favorable and significant link with their performance.

Frick et al. (2018) conducted a study on the impact of tax incentives on EPZs, with
the major findings indicating that the zones' expansion is difficult to maintain over
time. The findings revealed that efforts to improve the technology component or value
addition of the economy through zone policies are frequently difficult, and that the
size of the geographical zone mattered in terms of growth potential. Uwaoma and
Ordu (2014) notes that country context also significantly determines EPZ
performance. Firms favor zones with low-cost locations that are adjacent to
significant urban centers, according to the findings. Zone performance is further
boosted by proximity to significant consumer markets and pre-existing
industrialization. Incentives and other program-specific variables, on the other hand,

are highly context-dependent and not fundamentally related to EPZ performance.

1.2 Statement of the Problem

According to Bendell et al. (2015), there are still disagreements over the economic
impact of EPZs on host countries. According to some analyses, these are economic
enclaves with weak ties to economic development outside the zones. However, other

research suggests that they can operate as development stimulants outside of zones.
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Forward and backward economic linkages with other enterprises in a national
economy, as well as skills transfer into the wider society, are examples of catalytic

effects.

Most EPZ statutes, according to Waters (2013), are in violation of Article 3.1(a) of
the World Trade Organization's Agreement on Subsidies and Countervailing
Measures (SCM Agreement). The main reason for this is that EPZ incentives are
considered banned export subsidies. Export subsidies that harm the importing
country's domestic sectors are prohibited under international trade regulations.
Fortunately, many developing nations have been granted exceptions to this rule,

allowing them to keep their EPZ systems in place.

According to Action Aid International (2012), Kenya's government is offering a
variety of tax advantages to firms in order to attract more investment, particularly into
the EPZs. According to this analysis, such tax advantages result in significant revenue
losses and are not required to encourage FDI. According to the study, Kenya loses

Kshs 100 billion each year as a result of all tax breaks and exemptions.

The importance of the EPZ program to the national economy has been on the decline
in the recent past. EPZA (2019) notes that total sales from the EPZs in Kenya stood at
Kshs 77.2 billion in 2019 from Kshs 77.3 billion in 2018, while value of exports were
Kshs 68.6 billion in 2019 from 72.4 billion shillings in 2018. EPZ output contribution
to the manufacturing sector was 3.00 percent in 2019, down from 3.21 percent the
previous year. EPZ exports as a percentage of overall Kenya exports fell to 11.49
percent in 2019 from 11.78 percent the previous year. In addition, the value of local

purchases by EPZs firms declined by 6.0% between 2019 and 2018 mainly as a result
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of adverse weather conditions that affected supply of raw materials to agro processing

EPZ enterprises.

According to EPZA (2019), high production costs and internal shocks are two factors
that are predicted to have a significant impact on the program's success in 2020. EPZs'
poor performance was attributed to a number of issues, including meteorological
difficulties, such as a drought that disrupted the supply of raw materials to agro
processing industries, inconsistency in orders for some garment firms, worldwide

competitiveness, and nervousness about general elections (EPZA, 2019).

The World Bank has also commented on the poor performance of Kenya’s export
sector. According to the World Bank (2012), Kenya's economy has been powered by
a single engine: domestic consumption, which accounts for 75% of GDP. Kenya's
weak engine remains exports, which have been rapidly dropping in relative
importance, implying that EPZs are not operating as expected. The value of imports

has been increasing at a faster rate than the value of exports (World Bank, 2012).

A comprehensive empirical analysis on the effects of EPZs is still missing. A number
of scholars have conducted studies on the effects tax incentives on the performance of
firms in the United States, China, Dominican Republic, Rwanda and in Kenya.
Mersky et al. (2018) studied the effects of tax incentives on EPZ firms operating in
the Dominican Republic. This indicates the presence of a contextual gap because

they were conducted outside of Kenya.

A number of scholars have also focused on EPZ firms in Kenya but have studied
different tax incentives and firm performance indicators as compared to the current
study, hence the presence of a conceptual gap. Kuria (2017) investigated the impact of

excise duty tax incentives and custom duty incentives on EPZ firm performance in
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Kenya, whereas the current study concentrated on corporate income tax incentives,

VAT incentives, and capital deductions.

The study is also relevant due to presence of methodological gap in the study of tax
incentives. Kuria (2018) studied the effect of VAT incentives on the performance of
EPZ firms in Kenya using primary and secondary data and correlation research design
while the current study will only use secondary data and explanatory research design.
Kuria (2017) studied the influence of tax incentives in Kenya on the performance of
EPZ firms in Kenya using primary data while the current study will use secondary

data. This indicates the presence of a methodological gap.

From the foregoing, the study sought to find answers to the effect of capital
deductions, VAT incentives and corporate income tax incentives on the performance

of export processing zones (EPZs) firms in Mombasa County in Kenya.

1.3 Research Objectives
The key objective was to study the effect of tax incentives on the performance of

export processing zones (EPZs) firms in Mombasa County in Kenya.
1.3.1 Specific Objectives
The specific objectives were:

I.  To determine the effect of capital deductions on the performance of export

processing zones (EPZs) firms in Mombasa.

ii. To establish the effect of VAT incentives on the performance of export

processing zone (EPZs) firms in Mombasa.

iii.  To determine the effect of corporate income tax incentives on the performance

of export processing zones (EPZs) firms in Mombasa.
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1.4 Hypotheses

The following hypotheses were used to guide the study:

Ho1: Capital deductions have no significant effect on the performance of export

processing zones (EPZs) firms in Mombasa.

Ho2: VAT incentives have no significant effect on the performance of export

processing zones (EPZs) firms in Mombasa.

Hos: Corporate income tax incentives have no significant effect on the

performance of export processing zones (EPZ) firms in Mombasa.

1.5 Significance

This study will enable governments to gauge whether EPZs based in Mombasa are
ideal vehicles to boost foreign exchange earnings and reserves. The results of the
study could be used to provide policy makers with evidence as to whether an export
led development model is appropriate for Kenya. This study will also guide the
government in future policy reforms. The study should help Kenya to decide whether
taxes foregone by EPZ firms especially in Mombasa are a benefit or cost to the
economy. KRA has been losing significant amounts of revenue in the form of tax
incentives. The study will ensure the government makes an informed decision on

whether the benefits outweigh the costs.

The study will also help managers of EPZs to determine if the tax incentives provided
by governments are sufficient enough to drive profitability of their firms. The study
will also guide investors on whether additional fiscal and non-fiscal measures are
required in the EPZs to attract and retain them in Kenya. This is because investors
have many investment destinations choices due to the mobility of capital. The study

will help scholars boost the EPZs theories. There has been debate whether theories
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used to justify the existence of EPZs are adequate to enable scholars evaluate the
benefits and costs of EPZs. The evolving nature of globalization requires scholars to

utilize and develop appropriate theories for EPZs.

1.6 Scope

The study covers the effects of tax incentives on the performance of the 28 EPZ firms
located in Mombasa County and the study collected data spanning 10 years from 2010
to 2019. The independent variables were capital deductions, VAT incentives and
corporate income tax incentives claimed by the EPZ firms while the dependent

variable was performance of the EPZs in terms of net profit.
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CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction
This chapter presents a conceptual review, theories as well as the empirical studies
underlying the effects of tax incentives on the performance of export processing zones
(EPZs) firms in Mombasa County in Kenya. This chapter also presents the conceptual
framework, a summary of previous studies on tax incentives and performance of

firms, a critique of the existing literature review as well as the existing research gaps.

2.1 Conceptual Review
The independent variables for the study are capital deductions, VAT incentives and
corporate income tax incentives while the dependent variables are performance of

EPZs firms as measured by net profit.

2.1.1 Firm Performance

Raffoni et al (2018) believe that performance measurement systems have several
characteristics, namely a combination of long and short terms measurement,
integration of financial and non-financial indicators including internal and external
point of view, presence of forward-looking perspectives and definitions of causal
relationships in various sizes and perspectives. Despite its importance, Prihatiningtias
et al. (2020) point out that there is little agreement on the definition, dimensionality,
and measurement of firm performance. The effectiveness or success of a firm,
employee performance, ability to provide value for customers, productivity, flexibility
and adaptation, goal achievement, and stakeholder satisfaction are all considered in

performance definition.
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Financial performance measurements are frequently used to gauge a firm's
competitiveness, according to Liargovas and Skandalis (2008). Financial performance
measurements have the advantages of being simple to calculate and having globally
agreed meanings. Financial measures have traditionally been used to assess the

success of a manufacturing system or organization.

According to Zaid and Ahmad (2020), economic performance is measured by
financial and market results such as earnings, sales, return on investment for
shareholders, and other financial matrices. In contrast, operational performance
focuses on visible indices such as customer happiness and loyalty, the company's
social capital, and competitive advantage generated from competencies and resources.
Successful enterprises, according to Taouab and Issor (2019), are a critical ingredient
for emerging countries, and many economists regard them as akin to an engine in
determining their economic, social, and political development. To thrive in a
competitive business climate, every company should function under performance-

based conditions.

Any company's goal is to achieve continual performance. This is due to the fact that
companies may only experience growth and progress if they perform well. As a result,
monitoring and measuring business performance is critical, as firms are always
looking for more effective and efficient solutions (Taouab & Issor, 2019). Firm
performance has recently become a popular topic in strategic management research,
and it is regularly employed as a dependent variable. Firm performance, must be
differentiated from the wider concept of organizational effectiveness (Richard et al.,
2009). Key performance indicators for companies include sales in volumes, sales in
revenues and as well number of jobs created by the company. Sales volume refers to

the number of things a company sells in a specific time period, or by a year or fiscal
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quarter, whereas sales revenue refers to the amount of money a company generates

during the time period under consideration.

EPZ enterprises in South Korea, Malaysia, Sri Lanka, China, and Indonesia,
according to Jayanthakumara (2003), have been a key source of employment and have
promoted local entrepreneurs. They're also cost-effective, generating profits that well
outweigh the anticipated opportunity costs. However, in other countries, such as the
Philippines, the high infrastructure expenditures associated with establishing the
zones resulted in a negative net present value, and as industrialization progresses, the

gap between market and opportunity labor costs narrows, and interest in EPZs fades.

This research uses net profit as the performance indicator and is obtained by
deducting expenses, depreciation and tax expenses from net sales. Net profit is an
appropriate performance indicator for corporations because it is a true indicator of

overall profitability (Joonsen, 2019).

Dermawan and Indrajathi (2017) notes that in the accounting and business field, net
profit which is also referred to as total comprehensive income or net earnings, is an
accounting period's revenues minus cost of goods sold, costs, depreciation and
amortization, interest, and taxes. The amount of revenue left over after all expenses

and income have been accounted for in a period is referred to as net profit.

Given that increased sales do not always correlate to greater profitability, net profit,
commonly known as a company's bottom line, is a vital indicator for firms to track.
Profitability is an important metric of a firm's performance because it is an obvious

part of recognizing entrepreneurial opportunity (Siepel & Dejardin, 2020).
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2.1.2 Tax Incentives

Tax incentives, sometimes known as tax breaks, tax concessions, tax exemptions, tax
holidays are preferential tax treatment given to particular categories of taxpayers,
resulting in them paying less tax or delaying their tax burden until a later period
(Diane, 2019). Tax incentives, according to Chen et al. (2018), are preferential tax
treatments provided to a select set of taxpayers in the form of exemptions, tax
holidays, credits, investment allowances, preferential tax rates and import tariffs, and
tax liability deferral. Tax incentives have been justified in some countries because the
general tax system disadvantages investments in such countries as compared to other

ones.

According to Blumkin et al. (2019), governments frequently pick tax incentives over
other sorts of action since it is far easier to provide tax benefits than to address legal
system flaws or drastically alter a country's economic environment. As a public policy
tool, tax incentives are justified if the economic, social and environmental benefits
they bring about outweigh the costs they generate. These include fiscal costs, due to
loss of revenue, as well as effects on efficiency, equality and transparency (ECLAC,
2020). While tax is one of several criteria that determine where multinational firms
invest, governments may opt to employ a more visible and accessible instrument like
tax holidays rather than work to enhance the overall investment climate, such as

macroeconomic stability and public infrastructure adequacy.

According to Twesige and Gasheja (2019), in Kenya tax incentives could be classified
as either investment or export promotion incentives. Export tax incentives are used to
improve international competitiveness of locals firms that use domestic inputs. In
order to recruit investors and influence their operations, developing countries are

increasingly relying on investment incentives. More than half of the 107 developing
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nations granted tax vacations or favourable corporation tax rates across sectors at the
national level in 2015. Between 2009 and 2015, 46% of low income countries
introduced new tax incentives or increased the value of existing ones (Andersen, Kett

& von Uexkull 2018).

2.1.3 Capital Deductions

The cost of capital, according to Calitz et al (2020), is one of the most important
factors of enterprises' capital investment decisions. The cost of capital, also known as
the cost of retaining a unit of capital for a unit of time, indicates the opportunity cost
of funds utilized in a firm, or the minimal rate of return required to make a capital

investment worthwhile.

Capital deductions, according to Chen et al. (2018), are tax deductions that can be
applied to any type of capital investment. They could also be limited to certain types
of equipment, such as machinery or technologically advanced equipment, or to capital
expenditure in specific activities, such as research and development. They are given in
addition to regular depreciation allowances, allowing the investor to write off a sum
larger than the investment's cost. According to Melville (2019), capital consumption
expenses rise as the value of most capital assets utilized in businesses depreciates due
to wear and tear and obsolescence. Accounting and corporate tax systems allow

companies to deduct costs of capital assets from their income over time.

Kenya provides for tax deductions in respect of capital expenditures incurred for
industrial buildings, machinery, roads, railways, fencing, farm works, water and
sewerage works (Income tax act, 2018). Where capital expenditure is incurred on
buildings and machinery for use in an export processing zone, a deduction, known as

an investment deduction, equal to one hundred percent of the capital expenditure may
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be taken at the discretion of the enterprise against gains or profit in the year in which
the building or machinery is erected (Income tax act, 2018). In addition, wear and

tear deductions for plant and machinery installed at EPZs is at the rate of 12.5 percent.

The finance Act 2021 made changes to investment deductions to state that if capital
investments are at least 2 billion shillings for the preceding three years, the
investment deduction rate shall be at 100 percent for firms that operate outside
Nairobi and Mombasa counties. However, a rate of 150 percent shall continue to
apply if the investments were made before 26 April 2020. For counties outside
Nairobi and Mombasa, the rate for investment deduction shall be at 100 percent if the

capital expenditure exceeds 250 million shillings in that year of income.

2.1.4 Corporate Income Tax Incentives

Corporate income tax is a direct tax enforced on the income or chargeable gains
accruing to a company. Governments use corporate income tax incentives as a tool to
encourage enterprises to invest in EPZs (OECD, 2019). According to the World Bank
(2020), corporate income tax incentives (CIT) are calculated as a percent-point
difference between the ordinary CIT rate and the tax incentive CIT rate. Increased
competition to attract foreign direct investment contributes to the growing popularity
of corporate tax incentives (OECD, 2019). According to Chen et al. (2018), corporate
income tax incentives can take the form of a total exemption from profits tax and, in
some cases, it can be a reduced rate of tax, or a mix of the two, such as a two-year
exemption followed by three years at half the usual rate. The exemption or discount is

only valid for a certain amount of time.

Corporate income tax incentives are a type of tax expenditure that differs from the

benchmark system in that they are only given to investors or investments that meet
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certain criteria (OECD, 2019). An EPZ firm that does not engage in any commercial
operations is free from paying corporation tax for 10 years, beginning with the year in
which production begins; nonetheless, the corporate rate of tax will be 25% for the

next ten years, beginning immediately after that (Income tax act, 2018).

2.1.5 VAT Incentives

The value-added tax (VAT) was first conceived about a century ago. The idea is
usually attributed to the German businessman Wilhelm von Siemens. Some scholars
also argue that the American academic economist Thomas S. Adams had the same
idea at about the same time. Von Siemens thought of it as a better consumption tax,

while Adams thought of it as a better corporate income tax (James, 2015).

Slemrod and Velayudhan (2020) notes that the first full-fledged VAT systems
appeared in Denmark and Brazil around 1967, after which the pace of adoption
accelerated in Europe and Latin America, followed by Asia and Africa in the 1980s.
Its adoption in Europe was partly due to the belief that it would be easier than a retail
sales tax to harmonize across countries. As of 2020, it has become a huge success in
terms of ubiquity of adoption and revenue raised. It accounts for about 30 percent on

average of total tax revenue in countries where it has been adopted (ICTD, 2019).

According to the Institute of Economic Affairs (2012), value added tax (VAT) is a tax
on the difference between what a producer pays for inputs like raw materials and
services like advertising and what the manufacturer charges for finished goods and
services. Imported taxable products and services are likewise subject to VAT. VAT
incentives include zero rating, VAT deferment, VAT refunds, and VAT exemptions,
according to Madzivanyika and Kadenge (2015). Some taxable supplies are classified

as zero-rated supplies, and registered operators who make zero-rated supplies can
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claim the entire input tax credit for goods and services purchased to make the zero-

rated supply.

According to EPZA (2017), EPZ firms are exempt from VAT on all sales transactions
outside the EAC as well as on purchase of all inputs. Local purchases of goods and
services supplied by enterprises in Kenya's customs territory or domestic market are
likewise exempt from VAT. Tax exemptions are not available for vehicles that do not
stay within the zone. Exportation of goods or taxable services is zero rated while the
supply of goods or taxable services to an EPZ firm is also eligible for duty and tax

free importation (VAT act 2015).

2.2 Theoretical Review

This section will discuss existing literature on the directions of causality that exist
amid tax incentives and EPZ firms’ performance. The theories that will be discussed
are the Optimal tax theory, the Benefit theory of taxation and the Q theory of

investment.

2.2.1 Optimal Tax Theory

Frank Ramsey founded the optimal tax theory through his 1927 paper on, a
contribution to the theory of taxation. According to Ramsey, proficient taxation
regulations require authorities to implement a raft of taxes as compared to a singular
tax. Ramsey (1927) posits that the optimal tax theory indicates that numerous smaller
taxes are more optimal as compared to a single large tax. The optimal tax theory
postulates that a tax regime ought to be implemented to optimize social welfare given

that most taxes distort behavior of economic agents.

Stiglitz (2000) considers Frank Ramsey’s 1927 paper on optimal taxation as an

introduction of the field of the study of optimal taxation theory. Corlett and Hague
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(1953) also played a key goal in the formulation of the optimal taxes design by use of
analysis developed by Frank Ramsey. The two researchers noted that if certain
economic activities cannot be taxed directly then governments ought to consider
imposing surrogate taxes instead. By taxing complementary goods and reducing the
rate of taxation of substitute goods, governments can achieve optimal taxation. A
unique application of Ramsey's analysis was used to generate one of the first

advancements in the design of optimal taxes.

Boiteux (1956) also played a significant role in developing the optimal taxation theory
by researching on linear pricing of firms that operate in non-competitive market
places. The researcher indicated that authorities can achieve maximum social welfare
by making sure that tax levels imposed on monopolies don’t affect their efficiencies.
Before the advent of research by Mirrlees (1971), the work of Ramsey on optimal tax
theory was the foundation of optimal taxation. Mirrlees through his works in his paper
an Exploration in the Theory of Optimum Income Taxation, indicated that tax
regulations should be implemented through information symmetry. His studies
introduced a new line of thinking by proposing that nonlinear taxation as the most
effective tool to raise money by governments. This new found reliance on nonlinear
income has reduced the importance of singular taxes on commodities in favour of

smaller taxes that are spread across many economic activities.

Atkinson and Stiglitz (1976) also played a vital part in developing the optimal tax
theory by revealing that non-flat tax levels is ideal to ensure economic agents remain
incentivized to enhance their output without avoiding taxation. Their findings showed
that nonlinear taxes have less impact on tax collected because they don’t remove
incentive to earn income for fear of over taxation. The conclusion from Atkinson and

Stiglitz (1976) also had a major impact on the evolution of the optimal tax theory by
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indicating that prices for goods and services should not be used to reduce income
inequalities. A number of researchers have utilized the optimal tax theories for their
studies. Fleurbaey and Manique (2018) studied the effects of optimal income taxation
theory on deserved and undeserved income in the US. Onakoya et al (2017) used the
optimal taxation theory to study the effect of tax revenues on the growth of the gross

domestic product (GDP) in Africa.

The optimal tax theory relates to this study because it calls for restrictions on the
design of the indirect taxes such as VAT on final goods. Specifically it advocates for
non-taxation of intermediate goods and that final goods should all be taxed alike. The
theory argues that government should not use tax incentives such as exemptions on
VAT to lower the burden of tax on low-income persons, but instead use redistributive
income taxation, for the goal attainment. The theory also calls for zero capital taxes
since capital equipment is a step in the process of producing future output while
corporate income taxes should be at flat rate to avoid market distortions. The optimal
tax theory relates to this study because taxes tend to distort consumers behavior such
that the activity that is taxed becomes less desirable. So the government should design
taxes to ensure that EPZs activities are not discouraged from taking root as a result of

high taxation.

2.2.2 The Benefit Theory of Taxation

The benefit theory of taxation was developed by Eric Lindahl in 1919 in his paper,
The Justness of Taxation. The theory holds that each person’s share of taxes should
equal the share of benefits each person receives in the form of government-provided
goods and services. According to Lindahl, taxation is the price the taxpayer pays for
government benefits or services. Taxes should be low or zero for people who get no

government assistance and high for those who receive the most.
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Henry Simons on his paper on Personal Income Taxation (1938) contributed to the
evolution of the benefit theory of taxation through his insights on the role of
progressive income tax as vital for feasibility of a free market economy. Samuelson
(1954) contributed to the development of the benefits tax theory by arguing that
effective resource allocation for the provision of public goods necessitates the
equality of marginal rate of substitution or marginal social benefits in aggregate for all
persons. In an attempt to answer the problem of ‘price' for the taxpayer-voter,
Samuelson (1955) contributed to the evolution of the benefits theory of taxes by
defining public good. Samuelson (1955) laid out the requirements for a public benefit

to be non-rivalrous, non-excludable, and utilized equally by all.

Musgrave (1959) advanced the benefit theory of taxes by demonstrating that the
closer an individual's tax share matches his or her individual benefits, the closer the
given quantity of public goods is to the effective amount. According to Stewart
(2015), Richard Musgrave revived the benefit theory by relying on both Anglo and
Germanic public finance traditions. Musgrave established a three-branch government
with Allocation, Distribution, and Stability as its normative foundation. Musgrave's
move to defend the benefit theory must be viewed in the context of the early
twentieth-century US tax debate, which centered on the income tax's progressivity as

the government's principal gesture toward distributive fairness.

According to Stewart (2015), the benefit theory of taxation was created in an
environment where public spending, paid by taxes, grew in lockstep with the
economy's expansion. The ability of democratic governments to tax and spend has
become a distinguishing feature of modern states. The size of government spending

and taxation grew considerably as the economy grew.
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During the 50-year era from 1930 to 1980, when the western world's tax and
government systems underwent the most dramatic transformation, the benefit theory
of taxation rose to prominence. For the first time in history, income taxes were paid
by the majority of the people who earned money from labour rather than from capital,
resulting in social security levies on wages funding the ‘entitlement' or insurance
model of welfare in many nations (Stewart, 2015). The benefit theory of taxation has
also evolved to support earmarked taxation where taxes are ring fenced to finance a
particular project. It therefore becomes possible to finance an impure public good
through user charges (IMF, 2007). The theory has been applied by researchers to
explain role of taxes in economic growth. Babatunde et al., (2017) used the benefit
theory of taxation to study the effectiveness of taxes as a tool for promoting economic

growth.

The benefit theory of taxation relates to this study because it calls for taxation of
entities according to the amount of public services they enjoy from the state.
Therefore capital deductions, VAT incentives and corporate income tax incentives
should only be permitted to the extent that they don’t erode the responsibility of EPZs
firms to pay their fair share of taxes. The goal is that taxes liability should equal the
access to the publicly funded goods such as infrastructure, security and other social

services.

2.2.3 Q Theory of Investment

Brainard and Tobin (1968) proposed the Q theory of investment in their paper
"Pitfalls in Financial Model Building,” arguing that a firm's investment should be
positively related to the ratio of its market value to the replacement value of its capital
stock, without using the letter Q to denote this ratio. Tobin (1969) defined the

incentive to invest in capital as the ratio of a firm's market value to the replacement
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cost of its capital stock, which he dubbed Q. Tobin's Q is an empirical application of
Keynes' (1936) theory that capital investment becomes more appealing as the value of
capital rises relative to the cost of acquisition (Abel 2008). The firm's assets are
determined by the market value of its shares and debt (Tobin, 1969). Tobin's Q, on the
other hand, is the sum of the book value of total debt and the market value of equity,

divided by the book value of assets (Tobin, 1969).

Salinger and Summers (1983) notes that Tobin’s Q could be used to approximate the
impact of tax incentives policies on the performance of firms. According to the Q
theory of investment, investments into firms should only be made if a one-shilling
investment boosts the firm's market value by more than one shilling. A fixed rate of
return is required by a company's shareholders to encourage them to keep their
existing stock of shares. Dividends, which are the same as profits after taxes, provide

this return.

Tobin's Q, according to Vintila and Nenu (2015), is by far the most extensively used
market size indicator, having been introduced by Tobin and Brainard (1968). The
ratio between the market value and the replacement cost, or the present market value
of the company and the book value of its assets, is known as Tobin's Q. If g > 1, the
market value of a capital investment exceeds its cost, and the market value of its
registered assets exceeds its cost. If q is less than one, the capital market is thought to
be undervaluing the company, which will enhance demand for its shares. As g rises,
the issuance of additional shares becomes more profitable than debt (Vintila & Nenu,

2015).

Through their research on the time series behavior of investment, production, and

pricing in a competitive industry with stochastic demand, Lucas and Prescott (1971)
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contributed to the development of the Q theory of investment. Hayashi (1982)
formalized the premise that investment is a function of marginal g, which is the firm's
optimal capital accumulation issue with adjustments costs. The optimal rate of
investment was also calculated as a function of marginal q adjusted for tax parameters
in the study. Fazzari et al. (1988) also contributed to the evolution of the q theory of
investment as they were the first researchers to utilize the sensitivity of investment to
cash flow by holding g constant as a metric of a company’s financing constraint. A
number of scholars such as Chen and Lee (1995) used the q ratio as a measure of
business performance while Wernerfelt and Montgomery (1988) and Lang and Stulz
(1994) used the q ratio as a measure of returns from diversification. The q ratio also
assesses market power based on the firm's current assets as well as its future growth

potential.

Kogan et al (2020) notes the q theory of investment is the cornerstone of the
investment-based asset pricing. One prediction of the theory is that lower cost of
capital stimulates more investment, so current investment negatively predicts future
stock returns. Because it is best adapted to address growing concerns about the
constraints of accounting measures of performance, the q ratio offers significant
advantages as a financial-market measure. The g ratio has been employed by
industrial organization economists and strategy scholars to investigate the effects of
market power on performance, particularly when accounting measurements have

failed to find any influence (Kogan et al., 2020).

The Q theory of investment supports the dependent variable which is the performance
of EPZ firms as measured by net profit. This is because increase in net profits leads
the g value becoming smaller than one which makes the EPZ firms more attractive to

investors who want to buy shares of the firms because it is undervalued by investors.
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The Q theory of investment is also relevant to this study because it indicates that
decrease in net profits results in the q value becoming bigger which will reduce the
attractiveness of EPZ firms amongst investors. This is because investors will consider

the firm overvalued in comparison to the replacement costs of the EPZ firm.

2.3 Empirical Review

This section presents the studies have been conducted to determine the effect of tax
incentives such as capital deductions, VAT incentives and corporate income tax
incentives on the performance of EPZ firms receiving the tax incentives. It seeks to
study the linkages that exist between the independent variables and the dependent

variables.

2.3.1 Corporate Income Tax Incentives and Performance of EPZ Firms

Mersky et al (2019) investigated the impact of business income tax incentives on the
uptake of electric vehicles in Norway. The study looked at electric car sales in
Norway on a regional and municipal level, then compared them to local demographic
data and incentive programs to identify what characteristics influence electric battery
vehicle uptake. Access to electric charging infrastructure, proximity to large cities,
and regional incomes were found to have the strongest predictive capacity for electric
sales growth. Short-range cars, on the other hand, were found to be more sensitive to

income and unemployment than long-range vehicles.

In the Dominican Republic, Amendola et al. (2018) investigated the relationship
between business tax incentives and chosen firm-level performance measures. Fixed
and random effects models were employed to analyze firm level panel data from 2006
to 2015. Individual firm performance in the Dominican Republic was positively

benefited by corporate income tax exemptions, according to the findings. Inequitable
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tax treatment of businesses, further, hampers competition in the industrial sector,

lowering the overall economic productivity.

Twesige et al. (2020) investigated the relationship between corporate tax incentives
and SMEs' growth in Rwanda. Both qualitative and quantitative research methods
were used in this study. In the Nyarugenge district, 49,000 SMEs in the agricultural,
industrial, service, and tourism sectors were evaluated. Tax incentives were shown to
have a substantial, favorable, and significant association with the growth of small and

medium firms in Rwanda.

Brazys and Regan (2021) studied the effect of corporate tax incentives in Ireland’s
Foreign Direct Investment Growth Model. The study researched on 5320 tax
domiciled companies with annual turnover of 1 million euros or more in any year in
the data in the period between 2002-2019. The studied used secondary data from the
FAME database which is compiled from the annual International Financial Reporting
Standards (IFRS) statements of Irish registered companies. The results indicated that
ten multinational enterprises account for 40 percent of all corporate tax payments,
whilst 100 firms account for over 70 percent of all corporate tax payments. MNESs in
the Large Corporate Division (LCD) of Revenue paid 80 percent of all net corporate

tax receipts.

Muli and Ombati (2020) investigated the impact of capital gains tax on real estate
firm performance in Machakos County. The study employed a descriptive research
methodology, with the target population consisting of all 143 employees of 31 real
estate enterprises operating in Mavoko and registered with the applicable Machakos
County Government department. The study relied on primary data gathered by an

open-ended and closed-ended likert scale questionnaire. Capital gains and firm
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performance were shown to have a strong positive association, while capital
allowances and firm performance were found to have a non-significant positive

relationship.

Kuria et al. (2017) investigated the impact of a corporate income tax incentive on EPZ
firm performance in Kenya. A correlation research design was used in this study.
Because the population was small, a census survey was conducted, which included all
86 registered EPZs operating in Kenya. The research relied on original data gathered
through questionnaires. Secondary data on the independent variables was also
obtained as part of the study. To analyze the data, the researchers employed both
descriptive and inferential statistics. The study found that, at a 5% level of
significance, corporate income tax incentives had a positive and significant

association with EPZ company performance as evaluated by ROA.

2.3.2 VAT incentives and Performance of EPZ firms

Chuanwang et al (2020) investigated value-added tax (VAT) incentives in various
types of new energy enterprises in China, and used the Difference-In-Difference
(DID) approach to empirically investigate the effect of VAT incentives on new energy
listed companies. The findings revealed that VAT refunds for the new energy
business could reduce the experiment group's return on equity (ROE) by 4.7 percent,
compared to the control group. This is primarily due to the tax incentives causing a
twisted industrial chain, overcapacity, and a lack of innovation impetus. By evaluating
the dynamic effects of VAT incentives, the study also demonstrated that policy
influence has a temporal lag and fluctuates significantly over time. This study used
firm-level data to provide new evidence on the effectiveness of tax incentives for the

new energy industry.
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Harju et al. (2019) investigated the impact of VAT exemptions on firm performance
in Finland. The study found that at the sales-based threshold, both remitted VAT and
compliance costs of frequent VAT reporting varies. The study employed variations in
both the VAT rate and the reporting requirements to demonstrate that the big
observed sales reaction is caused by VAT compliance costs rather than the VAT rate
itself, emphasizing the importance of compliance costs between small businesses and

entrepreneurs.

Liu et al. (2019) investigated the effects of tax incentives on the productivity of
Chinese businesses. The study used a unique firm-level dataset from 2005 to 2012 and
a quasi-experimental approach to examine the effects of the change on business
investment and productivity. According to the data, VAT incentives increased
investment and productivity of treated firms by 38.4 percent and 8.9 percent,
respectively, as compared to control enterprises. The findings further show that for

enterprises with financial restrictions, the favorable impacts are amplified.

Zheng (2020) investigated the relationship between VAT decrease and corporate
investment. The study covered the years 2009 to 2019 and focused on Chinese
engineering organizations with stock exchange listings. The calculated value of the
VAT coefficient was 0.021, which is strongly connected at the level of 5% after
controlling for firm size, asset-liability ratio, return on assets, and enterprise growth
capability. The VAT coefficient of the sample of non-state-owned firms was bigger in
absolute value than that of the sample of state-owned enterprises, showing that VAT
reduction has a greater boosting effect on non-state-owned enterprises’ investment

than that of state firms.
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Chan (2019) investigated the effect of value-added tax incentives on ASEAN
manufacturing performance. The study employed imbalanced panel data from ten
ASEAN nations from 1985 to 2014. Secondary sources were employed to create the
panel dataset for this investigation. There are 174 country-year data observations in
total. Using dynamic panel data in ASEAN countries from 1985 to 2014, this analysis
demonstrated a strong and negative association between VAT and industrial value
added. According to the data, an increase in VAT causes a decline in value addition
by the manufacturing sector. VAT has a positive relationship with the volume of
exports. This shows that exempting exports from taxes encourages increased export
volume. This findings indicate that the manufacturing sector in countries with VAT

perform better as compared to manufacturers in countries without VAT.

Kuria (2018) investigated the impact of VAT incentives on EPZ firms’ performance
in Kenya. The study employed a correlation research approach, with 86 registered
EPZs enterprises in Kenya as the sample size. Primary data was collected using
questionnaires, and secondary data was received through EPZ enterprises. The study
used inferential and descriptive analysis to identity the results. VAT incentives had a
favorable and significant link with EPZ firms’ performance as evaluated by ROA,
according to the data. VAT incentives were found to have a positive and significant
link with EPZ firms’ success as evaluated by the number of total employment created
in Kenya, according to the findings. VAT incentives were also found to have a
positive and substantial link with EPZ firms’ performance as evaluated by the number

of years in operation.
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2.3.3 Capital deductions and Performance of EPZ firms

In the United States, Slattery and Zidar (2020) investigated the effects of state and
municipal business incentives. The study looked at firm-specific incentives like
capital deductions, as well as the tradeoffs that come with using them to meet local
and national goals. According to the study, some states spend between $5 and $216
per capita on corporate incentives in the form of firm-specific subsidies, which
primarily target investment, job creation, and R&D. Large establishments in
manufacturing, technology, and high-skilled service industries received firm-specific
incentives, with an average discretionary subsidy of $178 million for 1,500 promised
jobs. There was evidence of direct job gains from attracting a firm, but no clear
evidence that firm-specific tax incentives increased broader economic growth at the

state and municipal levels, according to the research.

Kari et al. (2018) studied the effects of investment incentives on the performance of
European Union firms under the Allowance for Growth and Investment (AGI). The
scholars studied the effect of capital deductions that were granted to companies
according to increases or decreases in their equity within the last 10 years. The
findings indicated that the introduction of the capital deductions decreases the cost of
capital in high-tax countries and hence more lucrative for companies enjoying the tax
incentive. The study also found that the capital deduction distorts the allocation of

capital with respect to several dimensions, like economic depreciation.

In Nigeria, Kyari (2020) investigated the influence of capital deduction incentives on
FDI inflow. A five-point Likert scale was used to collect data, which was then
analyzed using descriptive statistics and the Kruskal-Wallis approach. Nigeria's

petroleum tax incentive package is sufficient in number and appropriate in mix in
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attracting foreign direct investment, according to the report. Nigeria's petroleum tax
incentive package, according to this report, is suitable for attracting foreign direct

investment.

Obafemi et al. (2021) investigated the effect of tax incentives on the growth of small
and medium scale enterprises in Kwara state. The sample size of the study comprised
of 10 selected SMEs in Kwara State. The research used primary data to determine the
effect of tax incentives on the performance of firms. The findings indicated that tax
incentives do have a significant impact on the growth of small scale industries

through enhancing their sales revenue and profit growth.

Olaleye (2015) investigated the impact of capital allowances and foreign direct
investment in Nigerian listed manufacturing firms. The study used a descriptive
research design, and the study's target population was the 74 publicly traded
manufacturing enterprises with over 56,000 employees. The study used a sample size
of 352 respondents from 32 manufacturing organizations, who were chosen via
stratified purposive sampling and divided into three strata: top, medium, and lower
management levels. The study relied on primary data gathered through the
administration of questionnaires. The data suggests that capital allowance and foreign

direct investment have a strong positive linear relationship.

Olayemi and Folajimi (2021) studied the effect of investment allowance tax
incentives and the growth in revenue sales of SMEs in Ondo and EKkiti States. The
study employed survey design and a sample size of 386 SMEs registered with SME
Development Agency of Nigeria in Ondo and Ekiti States. The owners, employees,
accountants and auditors of these SMEs were selected through a multi-stage sampling

approach which involved the stratified, proportionate, and simple random sampling
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methods. Descriptive and inferential statistics were used to analyze the data. The
study concluded that tax incentives proxies, of investment allowance, tax credit, tax
holiday, and tax deferment were significant determinants of the growth in sales

revenue of SMEs in Ondo and EKiti States, Nigeria.

Kuria (2017) investigated the impact of tax incentives on EPZ firm performance in
Kenya. The study looked at the impact of capital allowance tax incentives on EPZ
firm performance, including profitability, gross margins, and the number of
employment produced. The results of the bivariate regression models used
demonstrated that capital allowance tax incentives had a positive and significant
association with EPZ firm performance as evaluated by ROA and total number of jobs

at a 5% significance level.

2.4 Critique of Literature

Some of the literature reviewed involved studies in countries and contexts outside of
Kenya and therefore their findings cannot be generalized into Kenyan’s unique fiscal
settings. Mersky et al. (2019) studied the effectiveness of corporate income tax
incentives on electric vehicle adoption in Norway while Amendola et al. (2018)
studied the effects of tax incentives in the Dominican Republic. At the same time
Twesige et al. (2020) studied the effect of corporate tax incentives and growth of
SMEs in Rwanda while Chuanwang et al. (2020) studied value-added tax (VAT)
incentives in different kinds of new energy enterprises in China while Harju et al.
(2019) studied the effect of VAT exemptions threshold on the performance of firms in
Finland. On the other hand, Kari et al. (2018) studied the effects of investment
incentives on the performance of European Union firms under the Allowance for
Growth and Investment (AGI) while Slattery and Zidar (2020) studied the effects of

state and local business incentives in the United States. Kyari (2020) studied the
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impact of capital deduction incentives on Foreign Direct Investment inflow in

Nigeria.

A number of scholars have also focused on EPZ firms in Kenya but have studied
different tax incentives and firm performance indicators as compared to the current
study. For instance, Kuria (2017) investigated the impact of tax incentives on EPZ
firms performance in Kenya. Firm size was employed as a moderating variable in the
research of the link between tax incentives and EPZ firms performance in Kenya. The
study should, however, have included the exchange rate as a moderating variable in

the association between tax incentives and EPZ firm’s performance in Kenya.

Kuria (2018) investigated the impact of VAT incentives on EPZ firms performance in
Kenya. The study employed a correlation research approach, with 86 registered EPZ
enterprises in Kenya as the sample size. Primary data was collected using
questionnaires, and secondary data was received through EPZ enterprises. However,
in order to discover cause-and-effect linkages, the researcher should have employed

an explanatory study design.

Muli and Ombati (2020) investigated the impact of capital gains tax on real estate
firm performance in Machakos County. The study utilized primary data and focused
on capital gains tax. The performance indicators for the firms were operational
efficiency and growth. The current study will use an explanatory research design and

focus on different types of tax incentives.

2.5 Summary of Literature Review and Research Gap
This chapter reviewed the optimal tax theory, benefit theory of taxation and the Q

theory of investment to explain the predictor and response variables. The chapter also
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reviewed empirical studies conducted both internationally and locally by scholars.
Kari et al. (2018) studied the effects of investment incentives on the performance of
European Union firms, while in China, Chuanwang et al (2020) investigated VAT
incentives in several types of new energy firms. Mersky et al (2019) investigated the
impact of corporate income tax incentives on electric car adoption in Norway,
whereas Amendola et al. (2018) investigated the impact of tax incentives in the

Dominican Republic.

Twesige et al. (2020) investigated the impact of corporate tax incentives on SMES'
growth in Rwanda. In the United States, Slattery and Zidar (2020) investigated the
effects of state and municipal company tax incentives. The influence of capital
deduction incentives on foreign direct investment inflow in Nigeria was investigated
by Kyari (2020). Kuria (2017) investigated the impact of tax incentives on EPZ firm
performance in Kenya. Kuria (2018) investigated the impact of VAT incentives on
EPZ firm performance in Kenya. Muli and Ombati (2020) investigated the impact of

capital gains tax on real estate firm performance in Machakos County.

A research gap, according to Robinson et al. (2011), is a topic or area in which
missing or insufficient knowledge makes it difficult to reach a conclusion on a matter.
A research need is described as a knowledge gap that prevents decision-makers from
making informed judgments. This research has discovered contextual, conceptual, and

methodological shortcomings that it intends to address.

There are a number of studies that have a contextual gap because they were conducted
outside of Kenya. Mersky et al. (2019) studied the effectiveness of corporate income
tax incentives on electric vehicle adoption in Norway while Amendola et al. (2018)

studied the effects of tax incentives in the Dominican Republic. At the same time
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Twesige et al. (2020) studied the effect of corporate tax incentives and growth of
SMEs in Rwanda while Chuanwang et al. (2020) studied value-added tax (VAT)
incentives in different kinds of new energy enterprises in China while Harju et al.
(2019) investigated the impact of VAT exemptions on firm performance in Finland.
On the other hand, Kari et al.(2018) studied the effects of investment incentives on the
performance of European Union firms under the Allowance for Growth and
Investment (AGI) while in the United States, Slattery and Zidar (2020) investigated
the effects of state and municipal business incentives. The influence of capital
deduction incentives on foreign direct investment inflow in Nigeria was investigated

by Kyari (2020).

Here in Kenya, Kuria (2018) looked at the impact of VAT incentives on EPZ firm
performance in Kenya, but the current research studied capital deductions, VAT
incentives, and corporate income tax incentives, indicating that there is a conceptual
gap. Kuria (2017) studied the influence of tax incentives in Kenya on the performance
of EPZ firms in Kenya. The independent variables were capital allowance tax
incentives while the current study will study capital deductions, VAT incentives and
corporate income tax incentives and this indicates the existence of a conceptual gap.
Muli and Ombati (2020) studied the effect of capital gains tax on performance of real
estate businesses in Machakos County Kenya while the current study will study
capital deductions, VAT incentives and corporate income tax incentives and this

indicates the existence of a conceptual gap.

Kuria (2018) used both primary and secondary data to investigate the impact of VAT
incentives on EPZ firm performance in Kenya, but the current study will solely use

secondary data. Kuria (2017) studied the influence of tax incentives in Kenya on the



43

performance of EPZ firms in Kenya using questionnaires to collect data while the
current study will use secondary data. This indicates the presence of a methodological
gap. From the empirical review above, it is apparent from both international and local
scholars that none of them has focused on the effects of capital deductions, VAT
incentives and corporate income tax incentives on the performance of EPZ firms in
Kenya. This research therefore seeks to fill this research gap by answering the
research question: What is the effect of tax incentives on the performance of EPZ

firms in Mombasa County?

2.6 Conceptual Framework

The relationship between the variables in a study is represented graphically or
diagrammatically in a conceptual framework (Mugenda & Mugenda 2003). The
conceptual framework, according to McGaghie et al. (2001), sets the stage for the
presentation of the specific research question that drives the investigation being
presented based on the problem statement. According to Kothari (2004), independent
variables are the predetermined causes of variation of the dependent variable while a

dependent variable is one that the study will seek to explain.

Based on figure 2.1, the dependent variable is performance of EPZ firms while the
independent variables are shown by the capital deductions, VAT incentives and
corporate income tax incentives. The specific measurement of performance will be the

amount of net profit.

Capital deductions was measured as the amount of money a firm can deduct from
profits based on qualifying capital expenditures, while VAT incentives was the
amount of VAT waived, while corporate income tax incentive was the amount of

corporate income tax waived.



Independent variable

Capital deductions

e Investment

deductions

Ho1

VAT incentives

e Zero rating

tax incentives

o Tax
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Corporate income

Ho2
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Figure 2.1: Conceptual Framework

Source: Author (2021)
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CHAPTER THREE
RESEARCH METHODOLOGY
3.0 Introduction
This chapter presents the methodology that was used to carry out this study. The
methodology includes the research design, population studied and sampling strategy,
the data collection process, the instruments used for gathering data and the data

analysis approach taken.

3.1 Research Design

Cooper and Schindler (2010) describe research design as the investigation structure
plan of research that is deployed so as to provide solutions to the study objectives.
The study design serves as a roadmap for achieving goals and answering questions. It
serves as a plan for data gathering, measurement, and analysis (Cooper & Schindler,
2010). The methods and procedures for data collection, measurement, and analysis are
specified in a study design, which allows the researcher to answer the research
questions. The problem statement, research questions, and research objectives will

necessitate a specific research design (Saunders et al., 2009).

This study used an explanatory research design to analyze the effect of tax incentives
on the performance of EPZ firms in Mombasa. Explanatory research design is used to
uncover causes and reasons while also providing evidence to support or refute a
hypothesis or explanation. When the study is focused on cause-and-effect linkages, it

might be explanatory, explaining which causes result in which outcomes (Yin, 1994).

3.2 Target Population and Sample
A target or study population, according to Ngechu (2004), is a well-defined or

specified collection of people, items, homes, firms, services, elements, or events that
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are being examined. Population is defined by Mugenda and Mugenda (2003) as a
complete group of individuals, events, or things that share observable features. The
target population of the study comprised of the 28 EPZ firms that were operating in

Mombasa County between 2010 and 2019 so a census was undertaken.

Sampling is a method that involves picking some of the elements in a population to
make conclusions about the full population (Diamantopoulos & Schlegelmilch, 2006).
A census, according to Lavrakas (2008), is an attempt to list all elements in a group
and measure one or more of those items' qualities. The target population of the study
was the 28 EPZ firms and so given their small number, the research conducted a
census study where all the 28 EPZ firms in Mombasa were studied. Kothari (2014)

notes that when a study population is relatively small, a census should be conducted.

3.3 Data Types and Sources

This study utilized secondary data from the EPZA. Secondary data refers to
information gathered from existing sources (Sekaran, 2003). Reports of the 28 EPZ
firms in Mombasa for the periods 2010 to 2019 was obtained from EPZA. Data
relating to capital deduction, VAT incentives and corporate tax incentives claimed by
the EPZ firms as well as data relating to the dependent variable was obtained from

EPZA.

3.4 Data Collection Procedure

The data collection procedure consisted of use of the data collection sheet attached as
appendix |1 to collect the secondary data from EPZA. Data collection is the process of
gathering information from all available sources in order to solve the research

problem, test the hypothesis, and assess the results (Fisher, 2009). Secondary data for
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this research was obtained from financial reports for the 28 EPZ firms from the

EPZA.

3.5 Measurement of Variables

Slattery and Zidar (2020) notes that capital deductions are measured using investment
deductions and wear and tear allowance. Wear and tear allowances are granted to
investors in the EPZs to cater for wear and tear of their machinery that is used to
produce goods. Investment deductions are tax incentives granted to EPZ investors for

their expenditures towards new buildings and machinery.

Investment deductions are by far the most common form of capital deduction used by
EPZ firms because they tend to invest in physical rather than financial or human
capital. So the best way to capture capital deductions is through investments
deduction because it is the most comprehensive form of capital expenditure deduction

(Klemm, 2019).

Chuanwang et al.(2020) posits that VAT incentives are measured in terms of
exemptions and zero ratings that are granted to firms. The VAT incentives waived are
in respect of purchase of inputs such as raw materials, machinery, equipment and
other VATable supplies as well as sales outside of the EAC. The VAT incentives will
also apply to purchases of goods and services from other firms in the Kenyan custom

territory.

Mascagni et al (2021) notes that VAT zero rating is a form of tax incentive whereby
the firm does not pay a tax but is allowed to claim credits for VAT paid on inputs. A
VAT exemption is a form of tax incentive where the firm does not pay tax but the

firm is not allowed to claim tax credits on its inputs. Due to the fact that because
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VAT exemptions breaks the VAT chain of credits on inputs purchases, VAT zero

rating is the best method to calculate VAT incentives.

Amendola et al., (2018) notes that corporate income tax credits are exemptions and
tax credits, as well as long periods during which these exemptions can be claimed.
Corporate income tax incentives are measured in terms of the ten year tax holiday that
is offered to EPZ investors. After the ten year period, EPZ investors pay 25 percent
corporate income tax compared to the 30 percent paid by Kenyan companies.

Thereafter the EPZ firms will pay the normal prevailing rate of corporate tax.

OECD (2019) notes that in the case of EPZs, most firms only enjoy the tax holiday of
zero taxes for a period of ten years because of their short term stays. The EPZ firms
are more likely to relocate to other jurisdictions after the expiry of their designated tax
holidays meaning the tax holidays are the best proxies for corporate income tax

incentives.

According to Dermawan and Indrajathi (2017), net profit is calculated as net sales
minus cost of goods sold, costs, depreciation and amortization, interest, and taxes for
a given accounting period. The amount of revenue left over after all expenses and

income have been accounted for in a period is referred to as net profit.

3.6 Data Analysis and Presentation

Data analysis was conducted through statistical techniques and especially though the
use of regression analysis. Regression analysis was performed on the data to test any
effect of tax incentives such as capital deductions, VAT incentives, corporate tax
holidays (independent variable) on a firm’s performance (dependent variable). The

research conducted an analysis of data between 2010 and 2019 regarding capital
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deductions, VAT incentives, corporate income tax incentives which was compared

against net profit generated by EPZ firms.

The dynamic panel approach was employed in this study to predict future responses
based on response history and the transfer of dynamics from pertinent predictors. The
study collected panel data from 28 EPZ firms in the time span ranging from the year

2010 to 2019.

The general equation or multiple regression model used was as follows:
Yit = Boit + B1X1it+ B 2Xzit+ B 3Xzit + git

Where;

Yit = Performance of firm;

Xiit = Capital Deductions of firm;

Xoit= VAT incentives of firm;

Xsit= Corporate Income Tax Incentives of firm;

Boit = the constant term

B1— P 3= The coefficients for the various independent variables
Subscript i= Firms ranging from 1 to 28;

Subscript t = Years (time-series dimensions) ranging from 2010 to 2019;
eit = Composite error term of the model.

The specific models are as follows;

Net profit =Poit + B1it Capital Deductions + BitCorporate Income Tax Incentives +

BaitVAT incentives + pit
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3.7 Control Variable

The model used firm size as a control variable which was held constant throughout
the research in order to ensure that it does not affect the relationship between the
independent variables and the dependent variables. If the confounding variables are
not controlled it could lead to biased results (Hiinermund & Louw, 2020). This study

included control variables so as to enhance the precision of the research results.

In empirical research, multiple regression analysis takes into account the confounding
influence factor of independent and dependent variables by introducing a set of
control variables so as to get unbiased causal effect approximates (Hinermund &
Louw, 2020). The aim of control variables is to limit the influence of confounding
variables. The role of control variables in regression analysis is to exclude the
possibility that the independent and dependent variables are connected through any
other variables apart from the independent and dependent variables in order to avoid
spurious non-casual relationship amid them. The aim of control variables is to ensure
that only uncontaminated causal effect of variable X on variable Y is indicated by the

regression analysis (Hunermund & Louw, 2020).

Multivariate regression analysis is a useful tool in management, organizational
studies, and economics research. In order to achieve unbiased causal impact estimates,
these methods account for confounding influence factors between a treatment and an
outcome by including a set of control variables. The control variable in this research
was the firm size and the size of the enterprise is measured by the logarithm of its
total assets. Hence, the need to control for the size of the EPZ firms, as it affects the
economies of scale of production which ultimately affects firm performance as
measured in net profit. Ngumo et al (2017) notes that there is a statistically significant

link between firm size and the performance of firms.
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3.8 Diagnostic Tests and underlying assumptions of the panel regression model

Diagnostic tests were performed on the variables data in order to identify whether any
of the regression assumptions have been violated. The diagnosis tests are carried out
to ensure that the results of the analysis are correct and devoid of bias (Field, 2009).
Several critical assumptions are made when using multiple linear regression analysis:
The response variable and the independent variables must have a linear connection,
multivariate normality, no multicollinearity, homoscedasticity, and no auto-

correlation.

3.8.1 Normality Test

A normality test is conducted to identify the normality of the residuals which is the
difference between observed and estimated or predicted values on the dependent
variables. The aim of the normality test is to identify whether a variable is normally
distributed in some population. The Kolmogorov-Smirnov test or the Shapiro Wilk
test can be used for the normality test. A normality test can also be conducted

graphically.

3.8.2 Heteroscedasticity Test

A key assumption of linear regression is that the spread of the residual or the error
term is constant across the graph and if this assumption is violated the statistical
results may not be trustworthy due to biased coefficients. Heteroscedasticity means
that variance of errors from the regression line is not constant and not homoscedastic.
The Breusch-Pagan/Godfrey test was used to test heteroscedasticity in the regression

model.
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3.8.3 Linearity Test

Multiple linear regressions models require that the relationship between dependent
and independent variables be linear in order for analysis to be reliable and valid. One
way to confirm linearity is through producing scatter plots of the relationship between

each of dependent and independent variables.

3.8.4 Multicollinearity Test

Multicollinearity is defined by Zhang, Zhou, and Liu (2020) as the occurrence of
exact correlations or strongly correlated connections among the explanatory variables.
Multicollinearity exists when the predictors or independent variables are too highly

co-related casing model’s coefficients to become unstable.

Tamura et al (2020) notes that the variance inflation factor, VIF, is the most
frequently used indicator for detecting multicollinearity in multiple linear regression
models. With a VIF of more than 10 there is certainly multicollinearity among the
variables. The multicollinearity test may be conducted through the matrix of
Pearson’s Bivariate Correlation on the variables and the correlation coefficients need

to be smaller than 1.

3.8.5 Test of Autocorrelation

When the residuals are not independent of one another, autocorrelation arises. The
assumption that the error terms are uncorrelated in regression analysis is violated by
autocorrelation of the error terms. If the autocorrelation is neglected, the estimations
of coefficients and associated standard errors will be incorrect (Uyanto, 2020). The
Durbin-Watson, Breusch-Godfrey, Box—Pierce, Ljung Box, and Runs tests are among

the various autocorrelation tests available.
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3.8.6 Unit Root Test

Aue (2019) notes that most secondary data is non-stationary and therefore a unit root
test must be conducted on the data to identify the presence of unit root. It is
important to determine the stationarity of series before carrying out the regression
analysis, so as to avoid a case where the results will be spurious and do not make
sense. A time series is said to be stationery when the statistical properties such as
mean, variance and covariance of the distribution are constant over time or there is no
trend over time. Using the differences method, we can stabilize the mean of the time

series to eliminate the trend of the data.

3.9 Ethical Issues

During the course of the research, the researcher respected the privacy and
confidentially of the information provided by the EPZ firms. The researcher only
shared confidential data about the EPZ firms with the consent of the EPZ firms. The
researcher also observed the principle of anonymity. According to Arksey and Knight
(2009) anonymity means that the identity and personal information of participants is

not disclosed unless the respondents give express consent.

3.10 Limitations of the Study

The study and its findings were confined to the EPZ firms in Mombasa which were 28
firms. These meant that the study population was small and hence study findings
might not be able to generalize for all the EPZ firms in the country. In research when
the population under research is small, it might be a challenge to identify relationships
that are contained in the available data sets. The availability of a larger population of

study would have resulted in better accurate results.
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The study also relied on secondary data. This is data that is collected by someone else
for a different purpose and not by the researcher. A disadvantage of secondary data is
that the end user was not involved in the collection of the data. By use of secondary
data, the researcher will have to answer their research questions using data that was
not specifically collected by them. A major limitation of the study was that the
researcher was not able to verify the secondary data and whether the collection
process of the data was accurate enough to ensure that results obtained from the data
is correct. Secondary data is also data that was collected in the past and its relevance
might be affected by the passage of time. However this was overcome by cross
checking the data with industry journals and data from the Kenya National Bureau of
Statistics and Kenya Revenue Authority. So the use of broader scoped primary data
would have provided more insights to the current line of study. By using primary data,
the research would have relied on primary data collections instruments that would

have collected data that specifically addresses the research questions.

The data from the research design was limited to a period of 10 years between 2010 to
2019, so a wider scope of data would have showed significant trends and other effects
on the firms. In order to get precise results, the research would have been extended to

a longer in order to clearly identify the trends.

Another limitation for the study was that the data required for the study involved data
that is confidential to the EPZ firms. In order to overcome this challenge, the study
maintained confidentially of all the private data that was provided in line with ethical

research standards.

Another limitation of the study was limited time required to complete the research

project. The ongoing COVID-19 pandemic which requires social distancing protocols



55

and also adherence of curfew rules was also a challenge for the research because it
limited that amount of time available to conduct and complete the research on time. In
order to overcome this limitation, the researcher developed a time plan to ensure that

sufficient time is devoted to conduct and complete the research on time.

Table 3.1: Operationalization and measurement of study variables

Variable Type Source Indicators Measurement Analysis
Method
Scale
Capital Independent  Slattery and Investment Interval Regression
deductions  Variable Zidar (2020) deductions Analysis

Kari, Laitila, and
Ropponen (2018)

VAT Independent  Chuanwang, Zero Interval Regression
incentives Variable Yanhong and ratings Analysis
Gang (2020)

Harju, Matikka
and Rauhanen

(2019)
Corporate Independent Amendola, Mele, 10 yrs tax Interval Regression
income tax  Variable and Sensini  holiday Analysis
incentives (2018)
Twesige,
Gasheja and
Barayendema
(2020)
Dependent  Dermawan and Net profit Interval Regression
Performance Variable Indrajathi (2017)  (Kshs) Analysis
of EPZs
Firm size Control Ngumo et al Total Interval Descriptive
variable (2017) assets Analysis

Source: Author (2021)
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CHAPTER FOUR
DATA ANALYSIS, PRESENTATION, INTERPRETATION AND
DISCUSSION
4.0 Introduction
This chapter explores data analysis, presentation, interpretation and discussions of the
research findings using descriptive and inferential statistics. Tests of the regression

model assumptions was also conducted.

4.1 Response Rate

The study sought to collect secondary data from 28 EPZ firms that were operating in
Mombasa County between 2010 and 2019. Out of 28, 20 EPZ firms were picked after
data cleaning. The 8 omitted firms had missing data and therefore were eliminated.
This represented 71.4 % which was within a response rate of 50% which is sufficient
for analysis and reporting. According to Creswell and Creswell (2017), a rate of 60%

is good, while a rate of 70% and above is exceptional.

Table 4.1: Response Rate

Category of sampled population Sample Percentage
Response 20 71.4
Non-response 8 28.6
Total 28 100.0

Source, Research Data (2021)

4.2 Descriptive Statistical Analysis

Descriptive statistics are a quick summary of a set of data, which can be a
representation of the full population or a sample of a population, in order to uncover
trends in the data. Descriptive statistics comprises of measures of spread or dispersion

and measures of central tendency. Mean, median and mode are measures of central
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tendency while measures of dispersion include kurtosis and skewness, standard

deviation, variance, the minimum and maximum variables.

4.2.1 Descriptive statistics on Capital Deduction

The study established the descriptive statistics for capital deduction between the years

2010 to 2019. Table 4.2 illustrates the findings.

Table 4.2: Descriptive statistics on capital deductions

Year Capital Deduction (Ksh)
Mean values

2010 6,871,018
2011 6,908,120
2012 7,012,015
2013 7,912,067
2014 8,179,917
2015 8,271,513
2016 9,118,218
2017 9,271,261
2018 10,251,218
2019 11,982,122

Statistics for Capital Deduction

N

Mean

Std. Deviation
Minimum
Maximum

Sum

200
8,577,746.90
1,633,354.34
6,871,018.00
11,982,122.00
85,777,469.00

Source, Research Data (2021)

The findings from Table 4.2 show that the mean Capital Deduction figures are ksh

8,577,746.90. It further indicates that the maximum was ksh 11,982,122 while

minimum was ksh 6,871,018.
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4.2.2 Descriptive Statistics on VAT Incentive
The study analyzed the descriptive statistics for the VAT incentive for the EPZ firms

from 2010 to 20109.

Table 4.3: Descriptive statistics on VAT incentive

Year VAT incentives (Ksh)
Mean values
2010 17,918,218
2011 5,810,019
2012 18,219,098
2013 18,312,019
2014 18,262,142
2015 18,564,017
2016 19,065,109
2017 18,634,980
2018 28,813,871
2019 19,210,019
Statistics for VAT incentives
N 200
Mean 18280949.2
Std. Deviation 5459820.94
Minimum 5810019.00
Maximum 28813871.00
Sum 182809492.00

Source, Research Data (2021)

The descriptive statistics for the VAT incentive concludes that the mean was ksh
18280949.20; the maximum VAT incentive was ksh 28813871.00 while the minimum

is ksh 5810019.00
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4.2.3 Descriptive Statistics on Corporate Income Tax Incentives
The findings from Table 4.4 illustrate the descriptive statistics for the corporate

income tax incentive data for the EPZ firms from 2010 to 2019.

Table 4.4: Descriptive statistics on Corporate Income tax incentives

Year Corporate Income Tax incentive (Ksh)
Mean values

2010 1,276,326.00

2011 8,762,151.00

2012 10,988,000.00

2013 11,125,971.00

2014 11,265,711.00

2015 12,213,716.00

2016 12,251,761.00

2017 12,915,271.00

2018 13,100,201.00

2019 20,172,615.00

Statistics for Corporate Income Tax incentive

N 200

Mean 11,458,452.2

Std. Deviation 4,657,318.5

Minimum 1,276,326

Maximum 20,172,615

Sum 114,584,522

Source, Research Data (2021)

The findings from Table 4.4 show that the corporate income tax incentive had a mean
of Ksh 11,458,452.20 with the highest Corporate Income tax incentive being Ksh

20,172,615 while the lowest was Ksh 1,276,326.
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4.2.4 Descriptive statistics on Firm Size
The findings from Table 4.5 illustrate the descriptive statistics for the firm size data

for the EPZ firms from 2010 to 2019.

Table 4. 5: Descriptive statistics on Firm Size

Year Firm Size

Mean values logarithm of assets

2010 9.19

2011 9.18

2012 9.24

2013 9.31

2014 9.27

2015 9.35

2016 9.37

2017 9.35

2018 9.44

2019 9.51

Statistics for Firm Size

N 200
Mean 9.4325
Std. Deviation .31364
Minimum 7.51
Maximum 9.99
Sum 2452.46

Source, Research Data (2021)

The outcomes from Table 4.5 show that the firm size had a mean of 9.4325 with the

highest being 9.99 while the lowest was 7.51.
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4.2.5 Descriptive Statistics on Performance of EPZ Firms

The final descriptive statistical analysis will describe the data for performance of EPZ

firms in terms of net profit by assessing the standard deviation, mean, maximum and

minimum amounts.

Table 4. 6: Descriptive statistics on Performance of EPZ firms

Year Performance of EPZ firms in terms net profit (Ksh)
2010 197682300

2011 195369900

2012 206877500

2013 217322200

2014 226052220

2015 232715330

2016 244956330

2017 238105550

2018 303156660

2019 275666660

Statistics for Performance of EPZ

N 200

Mean 233790465
Std. Deviation 34229727.82
Minimum 195369900
Maximum 303156660
Sum 2337904650

Source, Research Data (2021)

The outcomes from Table 4.6 indicate that the mean was ksh 233,790,465 the

minimum was ksh 195,369,900 and the maximum was ksh 303,156,660. Table 4.6

also shows that there was a decrease in net profit from 2010 down to 2011, and then a

steady growth 2011 to 2016 and a stable dip from 2016 to 2017. The highest net profit

was recorded in 2018.
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4.3 Tests of Assumptions of Regression Model
This section will provide the tests of assumptions of the regression model to check
whether any of the assumptions was violated. If the regression model assumptions are

violated it might lead to biased results.

4.3.1 Linearity Test
A linearity test was used to determine if the independent factors and outcome

variables have a linear relationship.

Table 4.7: ANOVA

Model Sum of Squares df Mean Square F Sig.

1 Regression 1.63E+17 4 4.09E+16 86.67 0.00001
Residual 9.19E+16 195 4,72E+14
Total 2.554E+17 199

a. Dependent Variable: Performance of EPZ firms

b. Predictors: (Constant), Corporate Income Tax incentive , VAT incentives, Capital Deduction
Source, Research Data (2021)

The ANOVA Table 4.7 shows the results of F statistic of 86.67 and p value of

0.00001 (P<0.05). These results indicated that there was a linear link between the

response variable and the predictor variables as the p value is less than 0.05.

4.3.2 Normality Test

The test for normality was measured using normal distribution curve.
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Figure 4.1: Normality test Capital Deduction

Figure 4.1 indicated a normal distribution curve indicating values for Capital
deduction for EPZ firms in Mombasa County was normally distributed. The data
showed a normal distribution with figures on the right of the curve skewing slightly.
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Frequency

13000000 .00 14000000 .00

11000000 .00 12000000.00

WAT incentives

Figure 4.2: Normality test VAT incentive

The data for VAT incentives on figure 4.2 showed a balanced skewness with slight

deviation on the left of the curve. The graph indicated that VAT incentive was

normally distributed.
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Figure 4. 3: Normality test corporate Income Tax incentive

The normal distribution curve indicated on figure 4.3 indicates that there was normal
distribution for the data. The test concluded that corporate income tax incentives are

normally distributed.
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Figure 4. 4: Normality test for Firm Size

The data for firm size on figure 4.4 showed a balanced skewness with slight deviation

on the left of the curve. The graph indicated that firm size was normally distributed.
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Figure 4.1, figure 4.2, figure 4.3 and figure 4.4 presented the normality test findings,
where the test concluded that the data for Capital deduction, VAT incentives,

Corporate Income Tax incentive and firm size are normally distributed.

4.3.3 Multicollinearity Test

Multicollinearity test is a test done to find out the correlation between independent
variables. Vanegas and Paula (2016) notes that the test is conducted to ensure that the
data collected would not be a result of undesired trends in the distribution of data

within the study.

Table 4.8: Multicollinearity Test

Collinearity Statistics

Model Tolerance VIF

1 Capital Deduction 0.516 1.938
VAT incentive 0.626 1.596
Corporate Income Tax incentives 0.480 2.082
Firm size 0.785 1.274

a. Dependent Variable: Performance of EPZ firms
Source, Research Data (2021)

Tolerance and VIF are utilized as a metric for the existence of multi-collinearity in a
regression model, according to Borssoi, Paula, and Galea (2017). To build a model fit
for the investigation, they proposed that the tolerance margins be constricted above
0.1 (> 0.1) and the VIF be constricted below 10 (<10). Tolerance values of less than

0.1 and VIF outputs of more than 10 are, however, deemed undesirable in the model.

Tests from Table 4.8 indicated that all the independent variables Capital deduction
VIF = 1.938, VAT incentive VIF = 1596, Corporate Income Tax incentive
VIF=2.082 and Firm size VIF=1.274, pass the collinearity test since tolerance levels

were above 0.1 while VIFs were all below 10.
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4.3.4 Homoscedasticity Test

Homoscedasticity means that the variance or spread of errors from the regression line
is constant. Wolfgang et al. (2017) notes that in regression, an error is how distant a
point deviates from the normal line of regression. A key assumption of linear
regression is that the spread of the residual or the error term is constant across the
graph and if this assumption is violated the statistical results may not be trustworthy
due to biased coefficients. Heteroscedasticity means that variance of errors from the
regression line is not constant and not homoscedastic. The Breusch-Pagan/Godfrey

test is used to test heteroscedasticity in a linear regression model.

The results from Table 4.9 show the results from the Breusch pagan test analysis of

variance table.

Table 4.9: Breusch Pagan test

Ho: Constant

variance

Chi2 (1) 0.74
Prob>chi2 0.6547

With regard to the results presented in Table 4.9, the significance level (0.05) was less
than the p-value (0.6547) hence there was no violation of the homoscedasticity
principle in the data. Hence it was concluded that there is no heteroscedasticity

problem.

4.3.5 Autocorrelation Test

This test was conducted to check whether the values of the residuals are independent
and that was to ensure that the observations are independent from one another and
uncorrelated. The Durbin-Watson test was conducted to indicate the level of

autocorrelation. The statistic's value ranges from 0 to 4. Non-autocorrelation is shown
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by a number near 2; positive autocorrelation is indicated by a value near 0; and

negative autocorrelation between independent variables is indicated by a value near 4.

Table 4. 10: Autocorrelation Test Durbin Watson
Model Durbin-Watson

1 2.078392

Table 4.10 results show Durbin Watson statistic value is 2.078392. Chen (2016) notes
that test statistic values in the range of 1.5 to 2.5 indicates no autocorrelations hence

the conclusion is that there is no autocorrelation between the independent variables.

4.4 Unit Root Test

The unit root test to determine the stationarity of the data in the time series was
conducted. According to Herranz (2017) a times series is said to be stationary when
the statistical attributes, such as; mean, variance and covariance of the distribution are

constant over time.

The unit test uses a probability scale of 0.05 or 5%, and a rule that if the probability of
unit test is <0.05 there is no unit root therefore the time series is stationary. If there is
a p value >0.05 there is a unit root and the time series is non-stationary. The
Augmented Dickey-Fuller Test was conducted and the results were as shown on Table
4.11 for the probability values for Level and 1% difference using the unit roots in

Intercept and Trend and intercept.
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Table 4.11: Unit Root Test

Independent Level 1%t difference

Variables Intercept Trend & Intercept Trend &
(p-value) Intercept (p-value) Intercept

(p-value) (p-value)

Capital Deduction 0.9992 0.9735 0.0012 0.0006

VAT incentive 0.1545 0.0068 0.0003 0.0090

Corporate Income Tax 0.0001 0.0001 0.0002 0.0001

Incentive

Firm size 0.6145 0.6466 0.0004 0.0027

Results from the stationarity test indicated that for Capital Deduction level intercept
p=0.9992 p>0.05, while trend and intercept p = 0.9735 p>0.05 while for 1% difference
intercept p=0.0012 and Trend and intercept p=0.0006, therefore there was non
stationarity in the time series for Capital deduction in level and but stationary in the

15t difference unit root tests.

The VAT incentive had a Level intercept p= 0.1545 and trend and intercept p=0.0068
while for the 1% difference intercept p =0.0003 while trend and intercept was p=
0.0090, the conclusion is that there was non stationarity in the level intercept unit tests

but stationarity in the 1% difference intercept tests.

For the Corporate income tax incentive, the p values all recorded results with p values
<0.05 therefore there was stationarity in both pairs of level and 1% difference tests and

therefore no unit root and the time series is stationary for both unit root tests.

Results from the stationarity test indicated that for Firm size level intercept p=0.6145
p>0.05, while trend and intercept p = 0.6466 p>0.05 while for 1% difference intercept
p=0.0004 and Trend and intercept p=0.0027, therefore there was non stationarity in
the time series for firm size in level and but stationary in the 1% difference Unit root

tests.
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4.5 Hausmann Test

The Hausman test is used to choose between models in panel data investigations,
according to Sheytanova (2014). The Hausman test examines whether the panel
model has endogeneity. The hausmann test, which defines whether a fixed or random
effects panel model should be employed, is one of the tests used to determine a

suitable model.

For data analysis, a dynamic panel data model can use either fixed effects (FE) or
random effects (RE) models. Fixed-effects (FE) models, according to researchers and
academics, are the best starting point for studying panel data because they allow
analysts to compensate for unobserved time-constant heterogeneity (Vaisey & Miles
2017). The results of the dynamic panel analysis can be affected by some unobserved
time-constant variables such as the business models or culture of firms that could
affect the dependent variables over the study period. Unobserved variables pose the
greatest challenge to causal inference, and if the independent variables are associated

with these unobserved factors, estimates of their effects will be skewed.

The Random effects models differ from the fixed effects models based on the
assumption they presuppose regarding the relationship between the unobserved
variables and the observed predictors (Cameron & Trivedi, 2010). In general, random
effects models assume that the observed predictors in the model are uncorrelated with
the unobserved variables, whereas fixed effect models allow for correlation between
the two variables. The fixed effect model is a more suitable regression analysis
model because all the unmeasured time constant factors of the independent variables

should in reality be correlated to the variables that are measured (Bell et al, 2019).
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Table 4.12: Hausmann Test
4 ---- Coefficients ----
| (b) (B) (b-B) sqrt(diag(V_b-V_B))
| Fixed Random Difference S.E.
_____________ -
CD| -8.015 -5.033 -2.981 1.717
VI| -11.45 -6.405 -5.051 1.478
CIT| -0.017 0.621  -.639 0.329
FirmSize | -0.006 -.004 -.0014 0.0026

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: Random effect model is appropriate
Hi: Fixed effect model is appropriate
chi? (4) = (b-B)'[(V_b-V_B) ~ (-1)](b-B)
=  6.0523
Prob>chi2 =  0.03677

Hausman test -

Null hypothesis: GLS estimates are consistent

From the above results, the P value is 0.03677, which is less than 0.05 (P<0.05)

So, this research choose the fixed effect model.

The study used the fixed effect model or estimator because it allows for heterogeneity
and individuality between the EPZ companies by allowing each company to have its
own intercept value. The fixed effect is also ideal due to the fact that although the
intercept may differ over the different companies it will not vary over time making it

time invariant.
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4.6 Correlation Analysis

In this investigation, the Pearson product moment correlation coefficient was used.
The strength of a linear link between two variables is estimated using correlations.
Correlation coefficients range from -1.0 (perfectly negative correlation) to positive 1.0
(perfectly positive correlation). According to Creswell (2018), the greater the
connection is, the closer the correlation coefficients approach to -1.0 or 1.0. The
lesser the correlation between the independent and dependent variables, the closer the

correlation coefficient gets to zero.

Table 4. 13: Correlation Matrix

Performance CD VAT CIT FirmSize
Performance Pearson Correlation 1

Sig. (2-tailed)
CD Pearson Correlation .61™ 1
Sig. (2-tailed) .001
VAT Pearson Correlation .541™ 534 1
Sig. (2-tailed) .007 111
CIT Pearson Correlation .455™ 672" 579 1
Sig. (2-tailed) 002 033 .080
FirmSize Pearson Correlation .612™ 36" 12" 0277 1
Sig. (2-tailed) .005 02 045 011

**Correction is significant at the 0.01 level (2 tailed)
*Correction is significant at the 0.05 level (2 tailed)

Source, Research Data (2021)

The analysis of the findings indicated that the Capital Deduction correlates with
Performance of EPZ firms at 61% (R=0.61). The P-value for the coefficient was 0.001
compared to the significance level P <0.05 so the study concluded that the link
between Capital Deduction and Performance of EPZ firms was statistically

significant.
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Table 4.13 further revealed that the VAT incentives correlates with the Performance
of EPZ firms at 54.1% (R= 0.541). The P-value for the coefficient was 0.007 so p<
0.05 this implies that the link between VAT incentives and Performance of EPZ firms

is statistically significant.

The correlation between Corporate income tax incentive and Performance of EPZ
firms was 45.5% (R= 0.455) with a p value for the coefficient 0.002 P<0.05, this
concluded that the correlation between Income tax incentive and Performance of EPZ

firms was statistically significant.

The correlation between firm size and Performance of EPZ firms was 61.2% (R=
0.612) with a p value for the coefficient 0.005 P<0.05, this concluded that the
correlation between firm size and Performance of EPZ firms was statistically

significant.

4.7 Multiple Regression Analysis

The significance of the association between the dependent variable and all of the
independent factors was determined using regression analysis. This analysis was used
to determine how the independent variables interact with the dependent variable
collectively, to what extent each independent variable interacts with the dependent
variable in such a collective setting, and whether the effects on the dependent variable

are statistically significant or not.

The intention of a multiple regression analysis is to find an equation that best predicts
the y variable as a linear function of the x variables. These overall relationships were

expressed in the following regression equation:

Yit= Poit + B1Xait+ P 2Xait+ B 3Xait + &it
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Where;

Y= Performance of EPZs;

Xiit = Capital Deductions of firm;

Xoit= VAT incentives of firm;

Xsit= Corporate Income Tax Incentives of firm;

Bo = the constant term
The key research objective was to find out the effect of tax incentives on the
performance of EPZs. Focusing on the effects of tax incentives on firms based in

Mombasa county using data from a period of 10 years which runs from 2010 to 2019.

The regression analysis was conducted for tax incentive variables capital deduction,

VAT incentive, Income tax incentives and the performance of the EPZ firms.

Table 4. 14: Model Summary table

The study used the coefficient of determination or R squared to identify the number of
dependent variable data that falls within the results of the line formed by
the regression equation. The overall results of the regression analysis are indicated on
Table 4.14, which showed that using the adjusted R squared, 58.8% of the variations
on performance of EPZ firms in Mombasa County are caused by the independent
variables understudy which is capital deductions, VAT incentives and corporate
income tax holidays. The link between the predictor and response variables is also
positive. An adjusted R square value of 0.588 indicates that the independent variables
in the model explained 58.8% of variations in performance of the EPZ firms. The
remaining 41.2 % variation is caused by factors that were not included in the model.

Some of the factors that could explain variations include excise and custom taxes that
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are levied on EPZ firms. The foreign exchange polices and foreign trade policies

could also determine the performance of EPZs firms in Mombasa County.

Kuria (2017) investigated the impacts of tax incentives on EPZ firm performance in
Kenya and discovered that the excise duty incentive has a positive and significant
impact on EPZ firm performance in Kenya. Kuria (2018) investigated the impact of
customs duties on tax revenue collection among Kenyan Export Processing Zone
(EPZ) firms and found a positive and substantial relationship between custom duties

and EPZ company performance in Kenya.

Table 4. 15: ANOVA without control variable

Sum of Mea
Model Squares Df n Square F Sig.
Regression 1.514E+17 3 5.05E+16 95.19 0.00001
Residual 1.039E+17 196 5.30E+14
Total 2.554E+17 199

a. Dependent Variable: Performance of EPZ firms

b. Predictors: (Constant), Corporate Income Tax incentive , VAT incentives, Capital
Deduction

Source: Research findings, (2021)

Table 4.16 ANOVA with control variable

Sum of Mea
Model Squares Df n Square F Sig.
1 Regression 1.63E+17 4 4.09E+16 86.67 0.00001
Residual 9.19E+16 195 4.72E+14
Total 2.554E+17 199

a. Dependent Variable: Performance of EPZ firms
b. Predictors: (Constant), Corporate Income Tax incentive, VAT incentives, Capital
Deduction

Table 4.17: Model Summary table with control variable

Model R R Square  Adjusted R Square  Std. Error of the Estimate
1 .770* . 593 . 588 20073450.135
a. Dependent Variable: Performance of EPZ firm
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The ANOVA with the control variable indicated that the r square was 0.64, compared
to r square of 0.593 for the ANOVA without the control variable. Hence, the control
variable, firm size is responsible for 0.047 or 4.7 percent increase in the changes in
the dependent variables that are explained by the regression model. This result concur
with Sritharan (2018) who studied the effect of the size of firm on the profitability of
firms in Sri lanka. The findings indicated that firm size is positively and significantly

related to the profitability of firms.

The Analysis of variance (ANOVA) on Table 4.15 indicated F= 95.19 and a p value
of 0.00001 which is p<0.05 indicating the difference in the means of independent
variables is statistically significant. According to the ANOVA statistics, the
independent variables, capital deduction, VAT incentives and corporate income tax
jointly have a significant impact on financial performance of EPZs as their
significance level is 0.00001 which is less than the level of significance of 0.05. So
we can reject the null hypothesis that coefficient of capital deductions, VAT
incentives and Corporate Income tax incentives are all equal to zero. So the regression
model with a significance level of 0.00001 is significant in explaining the variances in

the dependent variable.

Table 4.18: Regression Model Coefficients without control variable

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta T Sig.
1 (Constant) 76065514.897 15910386 4781  .003
Capital Deduction 10.989 2.364 524 4648  .004
VAT incentives 1.983 .656 302 3.025 .023
Corporate  Income 2.340 .849 318 2.757  .033

Tax incentive
a. Dependent Variable: performance of EPZ firms

Source: Research findings, (2021)
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Table 4.19: Regression Model with Control variable

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta T Sig.
1 (Constant) 69752077.16 13334367.65 5231 .012
Capital Deduction 10.077 423 9.08 4300 .019
VAT incentives 1.818 .760 1.702 2.825 .031
Corporate  Income 2.146 714 1.998 3.007 .035
Tax incentive
Firm Size 2.153 812 2.123 2.65 .025

a. Dependent Variable: performance of EPZ firms

Source; Research findings, (2021)

Table 4.18 indicated that for every unit change in Capital Deduction there was a
10.989 increase on Performance of EPZ firms in Mombasa. Table 4.18 also indicates
that for every unit change in VAT incentives there was a 1.983 increase on
Performance of EPZs. The model further indicates that for every unit change in

Corporate Income Tax incentive there was a 2.340 increase in Performance of EPZs.

The overall multiple regression equation was expressed as Performance of Export
Processing Zones = 76065514.897+ 10.989 * Capital Deduction + 1.983 * VAT

incentives + 2.340 * Corporate Income Tax incentive

4.8 Hypothesis Testing
Using data from a sample, hypothesis testing allows us to make predictions about

population parameters. The hypotheses were tested using multiple linear regression.

Statistical hypothesis, according to Harlow (2010), is an assertion or assumption
about one or more populations. We must investigate the entire population to verify
that a theory is correct or wrong with absolute certainty. Concerns of hypothesis
testing include how to use a random sample to determine whether or not there is

evidence to support or refute the hypothesis.
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The following hypotheses were examined in the study:
I. Hoi: Capital deductions do not have a statistically significant effect on the
performance of export processing zones (EPZs) firms in Mombasa.
ii. Ho2: VAT incentives do not have a statistically significant effect on the
performance of export processing zones (EPZs) firms in Mombasa.
iii. Hos: Corporate income tax incentives do not have a statistically significant
effect on the performance of export processing zones (EPZ) firms in

Mombasa.

H o1 stated that Capital deductions do not have a statistically significant effect on the
performance of export processing zones (EPZs) firms in Mombasa. According to the
findings the P value was 0.004 P<0.05 so the null hypothesis is rejected. This
concludes that Capital deductions have a statistically significant effect on the

performance of the export processing zones (EPZs) in Mombasa.

H o2 stated that VAT incentives do not have a statistically significant effect on the
performance of EPZs firms in Mombasa. The findings found that VAT incentives had
a P value of 0.023 so P<0.05 and therefore the null hypothesis is rejected. Thus we
concede that VAT incentives have a statistically significant effect on the performance

of EPZs in Mombasa.

H o3 stated that corporate income tax incentives do not have a statistically significant

effect on the performance of export processing zones (EPZ) firms in Mombasa.

The p value was 0.033, meaning p<0.05 thus the null hypothesis is rejected and we
therefore conclude that corporate income tax incentives has a statistically significant

effect on the performance of export processing zones (EPZ) firms in Mombasa.



Table 4.20: Hypothesis Testing

Hypothesis Obijective P-Value Conclusion
Hoi: Capital deductions Determine the influence of P=0.004 <0.05  Reject
do not have a Capital deductions on
statistically Performance of Export
significant effect on processing Zones (EPZs)
the performance of in Mombasa.
export processing
zones (EPZs) firms in
Mombasa
Ho2: VAT incentives do Determine the influence of P =0.023<0.05  Reject
not have a statistically VAT incentives on
significant effect on Performance of Export
the performance of processing Zones (EPZs)
export processing in Mombasa
zones (EPZs) firms in
Mombasa.
Hos:  Corporate income Determine the influence of P =0.033<0.05 Reject
tax incentives do not Corporate income tax
have a statistically incentives on Performance
significant effect on of Export processing
the performance of Zones (EPZs) in
export processing Mombasa
zones (EPZ) firms in
Mombasa.

Source: Research Data (2021)

4.9 Discussion of Findings
This section presents the results, interpretation and discussions of the hypothesis
tests. The results of the hypotheses are discussed. The literature and findings are
compared and the conclusions on the same explained. The discussion entails Capital

Deduction, VAT incentives, Income Tax incentive and the performance of Export

processing Zones.

4.9.1 Capital Deduction and Performance of EPZ firms
The first objective was to determine the influence of Capital Deduction on
performance of Export processing zones in Mombasa. The study found that capital

deduction increased gradually over the years. This is in line with Melville (2019) who
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posits that wear and tear, as well as obsolescence, degrade the value of most capital
assets employed in businesses, resulting in capital consumption expenses. Accounting
and corporate tax systems allow companies to deduct costs of capital assets from their

income over time.

The study also found that capital deduction correlates with the Performance of EPZ
firms and that the link amid Capital Deduction and Performance of EPZ firms was
statistically significant. The findings are supported by Chen et al. (2018) who note
that Capital deductions are tax deductions that can be used to any type of capital
investment. They could also be limited to certain types of equipment, such as
machinery or technologically advanced equipment, or to capital expenditure in
specific activities, such as research and development. They are given in addition to
regular depreciation allowances, allowing the investor to write off a sum larger than
the investment's cost. Calitz et al. (2020) have pointed out that the cost of capital is
one of the most important factors influencing enterprises’ capital investment

decisions.

The study also found that the null hypothesis that stated that capital deductions do not
have a statistically significant effect on the performance of EPZs firms in Mombasa,
was rejected since capital deductions affected the performance of export processing
zones (EPZs) firms. The results concurred with Kari et al. (2018) who also found a
positive effect of capital deductions on the performance of companies. Their findings
indicated that the introduction of the capital deductions decreases the cost of capital
and lowers the expenses of the firms and improves their performance. Slattery and
Zidar (2020), who researched the effects of state and municipal business incentives in

the United States, concur with the findings. They also discovered evidence of direct
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job gains from luring a firm, but no clear evidence that firm-specific tax incentives

boost state and local economic growth.

Obafemi et al. (2021), who investigated the influence of capital allowances on the
growth of small and medium-sized firms in Kwara state, Nigeria stated that capital
allowances incentives do have a major impact on the growth of small-scale industries
by increasing sales revenue and profit growth. The findings are also in line with those
of Olaleye (2015), who investigated the effects of capital allowances and foreign
direct investment in Nigerian listed manufacturing companies. The data also suggests
that capital allowance and foreign direct investment have a strong positive linear
relationship. Kuria (2017) also looked into the impact of tax incentives on EPZ firm
performance in Kenya. However, the study found no evidence of a link between EPZ

enterprises' performance and their location.

The effect of investment allowance tax incentives on the growth in sales revenue of
small and medium enterprises (SMEs) in Ondo and EKiti states was investigated by
Olayemi and Folajimi (2021). The study also concluded that tax incentives proxies, of
investment allowance, tax holiday, tax credit and tax deferment were significant
determinants of the growth in sales revenue of SMEs in Ondo and EKiti States,

Nigeria.

4.9.2 VAT incentives and Performance of EPZ firms

The second objective was to determine the effect of VAT incentives on the
performance of export processing zone (EPZs) firms in Mombasa. The findings
revealed that the VAT incentives could fluctuate over the period between 2010 and
2019. This finding is supported by Slemrod and Velayudhan,(2020) who noted that

its adoption in Europe was partly due to the belief that it would be easier than a retail
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sales tax to harmonize across countries. As of 2020, VAT has become a huge success
in terms of ubiquity of adoption and revenue raised. It accounts for about 30 percent
on average of total tax revenue in countries where it has been adopted. Madzivanyika
and Kadenge (2015) notes that VAT incentives that made up of zero rating, VAT
deferment, VAT refunds and VAT exemptions. A taxable supply could be either
exempted or a zero-rated supply, and registered operators who make zero-rated
supplies can claim the entire input tax credit for goods and services purchased to

make the zero-rated service or goods.

The study also found that VAT incentives correlates with the Performance of EPZ
firms. The results disagreed with Chuanwang et al. (2020) who studied VAT
incentives in various types of new energy enterprises in China, and used the
Difference-In-Difference (DID) approach to empirically study the effect of VAT
incentives on new energy listed companies. The findings revealed that VAT refunds
for the new energy business could reduce the experiment group's return on equity
(ROE) by 4.7 percent, compared to the control group. This is primarily due to the tax
incentives causing a twisted industrial chain, overcapacity, and a lack of innovation
impetus. By evaluating the dynamic effects of VAT incentives, the study also
demonstrated that policy influence has a temporal lag and fluctuates significantly over
time. This study used firm-level data to provide new evidence on the effectiveness of

tax incentives for the new energy industry.

The study also found that VAT incentives have a statistically significant effect on the
performance of Export Processing Zone firms in Mombasa. The findings are also
consistent with Blumkin et al. (2019), who argue that governments prefer tax

incentives to other sorts of action since it is far easier to provide tax benefits than to
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address legal system flaws or drastically alter a country's economic environment. As a
public policy tool, tax incentives are justified if the economic, social and
environmental benefits they bring about outweigh the costs they generate. These
include fiscal costs, due to loss of revenue, as well as effects on efficiency, equality

and transparency.

The results also correspond with Liu et al. (2019) who studied the effects of tax
incentives on the performance of Chinese firms as measured by productivity.
According to the data, VAT incentives increased investment and productivity in
treated firms compared to control firms on average. Furthermore, Harju et al. (2019)
investigated the impact of the VAT exemptions threshold on the performance of
Finnish businesses. They discovered that at the sales-based threshold, both remitted
VAT and compliance costs of frequent VAT report compilation change. The study
used variations in both the VAT rate and reporting criteria to demonstrate that the big
observed sales reaction is caused by VAT compliance costs rather than the VAT rate's
level, emphasizing the importance of compliance costs among small businesses and
entrepreneurs. This means that VAT incentives as measured by VAT zero rating has

an effect on the performance of firms.

4.9.3 Corporate Income tax incentive and performance of EPZ firms

The third objective sought to determine the influence of corporate income tax
incentives on Performance of export processing zones (EPZs) in Mombasa. The study
found that corporate income tax incentives increased gradually from 2010 to 2019.
This is in line with World Bank (2020) who also posited that corporate income tax
incentives is the difference between the regular corporate income tax (CIT) rate and

the tax incentive CIT rate as measured in percentage points. Increased competition to
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attract foreign direct investment contributes to the growing popularity of corporate tax
incentives (FDI). According to Chen et al. (2018), corporate income tax incentives
can take the form of a total exemption from profits tax and, in some cases, it is a
reduced rate of tax, or a mix of the two, such as a two-year exemption followed by
three years at half the usual rate. In most cases corporate tax exemptions or discounts

are only valid for a certain amount of time.

The study also established that corporate income tax incentives correlate with
performance of EPZ firms in Mombasa. The study relates to that of Mersky et al.,
(2019) who studied the effectiveness of corporate income tax incentives on electric
vehicle adoption in Norway. Access to electric charging infrastructure, proximity to
large cities, and regional incomes were found to have the strongest predictive capacity
for electric sales growth. Short-range cars, on the other hand, were found to be more

sensitive to income and unemployment than long-range vehicles.

The study also rejected the null hypothesis and was able to prove that corporate
income tax incentives had a statistically significant effect on performance of EPZ
firms in Mombasa. The results were in concurrence with research done by In the
Dominican Republic, Amendola et al. (2018) investigated the relationship between
business tax incentives and chosen firm-level performance measures. Individual firm
performance in the Dominican Republic was positively benefited by corporate income
tax exemptions, according to the findings. Inequitable tax treatment of businesses, on
the other hand, hampers competition in the industrial sector, lowering total economic
productivity. The findings are similarly consistent with those of Twesige et al. (2020),

who investigated the impact of corporate tax incentives on SMEs' growth in Rwanda.
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The research found a substantial, positive, and significant link between tax incentives

and economic growth.

Moreover, Twesige et al. (2020) investigated the relationship between corporate tax
incentives and SMEs' growth in Rwanda. Tax incentives have a substantial, favorable,
and significant association with the growth of small and medium firms in Rwanda,
according to the study. Muli and Ombati (2020), who investigated the impact of
capital gains tax on the profitability of real estate enterprises in Machakos County,
agreed. Capital gains and firm performance were shown to have a strong positive
association, while capital allowances and firm performance were found to have a non-
significant positive relationship. The study found that, at a 5% level of significance,
corporate income tax incentives had a positive and significant association with EPZ
enterprises’ performance as evaluated by ROA. Muli and Ombati (2020), who
investigated the impact of capital gains tax on the performance of real estate
businesses in Machakos County, discovered that corporate income tax incentives, as
measured by a zero-rate corporate income tax holiday, have a positive and significant

impact on EPZ firm performance in Mombasa.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.0 Introduction
This chapter includes a review, conclusion, and summary of the findings, as well as
debates and research recommendations. The extent to which the research objectives
have been met is explained in this chapter. The research looked at how tax incentives

affected the performance of export processing zone businesses in Mombasa.

5.1 Summary of Findings

First, this study established that Kenya provides capital deductions in the form of
investment deductions, mining deductions, capital expenditure on agricultural land
and wear and tear allowances to taxpayers who invest in capital projects. The study
also established that Kenya offers VAT incentives to EPZs firms in the form of zero
rating and exemptions. The study also established that Kenya also offers EPZs firms
corporate income tax incentives in the form of a tax holiday for a period of ten years

and a reduced rate of 25 percent income tax rate for an additional period of ten years.

The goal of the study was to examine how tax incentives affected the performance of
export processing zone businesses in Mombasa. The study relied on secondary data to
address the research question. The independent variables were Capital Deduction,
VAT incentives, corporate income tax incentives while the Performance of EPZ firms

was the dependent variables of measure.

5.1.1 Effect of Capital Deduction on the performance of EPZs firms
The first objective of the study was to establish the effect of Capital Deduction on the
performance of Export Processing zones in Mombasa. The study found that a unit

change in Capital Deduction yields a 10.989 positive change on the performance of
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EPZ firms in Mombasa. With a p value of 0.004 means that the Capital Deduction has
positive and statistically significant effect on the performance of EPZ firms in

Mombasa.

5.1.2 Effect of VAT incentive on the performance of EPZs firms

The second objective of the study sought to determine the influence of VAT
incentives on Performance of export processing zones firms in Mombasa. The study
found that a unit change in VAT incentive yields a 1.983 positive impact on
performance of EPZs in Mombasa. These changes, with p value of 0.023 were
statistically significant, meaning that VAT incentives have a significant effect on

performance of EPZ firms in Mombasa.

5.1.3 Effect of Corporate Income tax incentive on the performance of EPZs firms
The study's third goal was to examine how corporate income tax incentives affected
the performance of export processing zone (EPZ) enterprises in Mombasa. According
to the findings, a unit change in corporate income tax incentive has a 2.340 positive
effect on EPZ company performance in Mombasa. The fact that the corporate income
tax incentive has a positive and statistically significant influence on the performance

of EPZ enterprises in Mombasa was because the p has a value of 0.033.

5.2 Conclusions

The study's goal was to determine the impact of tax incentives on EPZ enterprises'
performance in Mombasa. According to the findings, the Capital Deduction had a
positive and considerable impact on the performance of Mombasa's Export Processing
Zone enterprises. This implies that Capital Deduction has a positive and meaningful
impact on the performance of EPZ firms in Mombasa. So, Capital deductions as

measured by investment deduction has a statistically significant effect on the
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performance of EPZs firms in Mombasa. The conclusion from the study is that
investments in buildings and machinery have a statistically significant effect on the

performance of EPZ firms.

The study results further indicated that VAT incentive had a positive and statistically
significant influence on performance of EPZ firms in Mombasa. This implies that
VAT incentive affects performance of EPZ firms in Mombasa in an affirmative way.
So, VAT incentives as measured by zero rating of VAT has a statically significant
effect on the performance of EPZ firms in Mombasa. The study concludes that zero
rating of VAT leads to increased sales and therefore additional net profit for the EPZ

firms.

In addition, the results showed that corporate income tax incentive had a positive and
statistically significant influence on performance of EPZs in Mombasa. This means
that corporate income tax as measured by the ten year tax holiday has a positive
impact on the performance of EPZ firms in Mombasa. The conclusion is that
corporate income tax incentives have a statistically significant effect on net profit of

EPZ firms.

5.3 Implications of the Study

The results of this study will help to improve the implicit assumptions that underpin
theories that relate to capital deduction, VAT incentives and Corporate Income tax
incentives and firm performance as measured in terms of net profit. The results will
help the optimal tax theory, benefit theory of taxation and Q theory of investment to
better explain existing empirical research that has been conducted on the effect of tax
incentives and EPZ firm performance. The Optimal tax theory calls for designs of tax

systems that maximize social welfare because the items taxed become less desirable.
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The findings of the study supports the optimal tax theory because the study concludes
that  capital deduction incentives, VAT incentives and Corporate income tax
incentives have a statically significant effect on the performance of EPZ firms. In
other words, by reducing the taxation levels for EPZ firms their activities become
more desirable and as a result their performance is enhanced. Therefore the results of
the current study support the optimal tax theory because they indicate that capital
deduction incentives, VAT incentives and corporate income tax incentives will boost

the performance of EPZ firms.

The findings of the study also supports the benefit theory of taxation which states
that the amount of tax paid by an individual or firm should equal the benefits, it
receives from the state. So the tax incentives received by the EPZs firms are
compensated through generation of other taxes to the government such as PAYE as
well increased taxes by their suppliers of goods and services. So, in the end, both
government and EPZ firms benefit from each other as the taxes generated by EPZ
firms directly and indirectly equal to the services received by the EPZ firms from the

government.

The findings of the study also support the Q theory of investment. The findings
indicated that capital deductions have a positive and statistically effect on the
performance of EPZ firms. This means that firms are incentivized to increase their
capital expenditures in the form of buildings and machinery in order to benefit from
the tax deductions. This in turn will lead to g becoming smaller than 1, which makes
the EPZ firms more attractive to investors who want to buy shares of the firms
because it is undervalued by investors. In addition, the findings indicate that VAT

incentives and Corporate Income tax incentives have a statistically significant effect
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on the performance of EPZ firms as measured by net profit. These findings support
the Q theory of investment which notes that increase in profits leads the g value
becoming smaller than one which makes the EPZ firms more attractive to investors

who want to buy shares of the firms because it is undervalued by investors.

This study will provide valuable data to EPZ firms on how to structure their
operations in order to maximize their performance. This is because in order to take
advantage of particular tax incentives, firms have to develop business models that
optimize the tax incentives. Therefore the implications of the study are that EPZ
firms will have to invest heavily in modern manufacturing facilities and machineries
in order to take advantage of capital deductions. This will enable the EPZ firms to

enhance their performance and boost their net profits.

For policy makers, the implications of the findings is that governments are
incentivized to enhance the amount of capital deductions incentives, VAT incentives
and corporate income tax incentives that they offer to EPZ firms. Currently EPZ firms
are entitled to capital deductions of 100 percent of their capital expenditure on plants
and machinery. Based on the findings the government could enhance the capital
deductions allowable. Based on the findings, policy makers should enhance VAT
incentives beyond zero rating and introduce VAT rebates in order to enhance the

performance of EPZ firms.

The study generates new knowledge in the area of tax incentives and their effect on
the performance of EPZ firms by filling the contextual, conceptual and
methodological gap that existed. The findings indicate that capital deductions boosts
performance of EPZ firms. This means that investment in buildings and machinery

leads to greater net profit. This implies that EPZ firms would be necessitated to stay at
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the export processing zones for long periods after the expiry of the 10 year corporate
income tax holiday in order to recoup their investment. This findings contrast the
findings of Kuria (2017) which indicated that EPZ firms leave before the expiry of the

10 year tax holiday so as to avoid paying taxes.

5.4 Recommendations

The study found that capital deduction had a positive and statistically significant
effect on performance of EPZs in Mombasa. The study therefore recommends for the
government to enhance the level of capital deductions given to EPZs given its proven
positive effect on the performance of the firms. Currently EPZ firms are allowed to
deduct up to a maximum of 100 percent of capital expenditure against their profits or
gains. The study recommends that government enhances the figure. This will increase
the investments of EPZs firms in buildings and machinery which will in turn spur
more production in Kenya. This will ensure that Kenya benefits from more advanced
machinery and manufacturing plants that will boost the competitiveness of Kenyan
made products in the international markets. The enhanced capital deductions will also
incentivize the EPZs firms to remain in Kenya even after the expiry of their 10 year
period because they will seek to recoup and fully utilize their buildings and machinery

to gain additional profits.

The study found that corporate income tax incentive had a positive and statistically
significant relationship with the performance of Export processing zones in Mombasa.
Currently, EPZ firms enjoy a ten year tax holiday where they don’t pay any corporate
income tax against their gains or profits. The study recommends that the government
extends the tax holiday period so as to entice the EPZ firms to remain in Kenya and

continue producing goods for the export market. The corporate income tax foregone
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by the government will be recouped through continued employment of locals who
will pay taxes to the government. Currently, the EPZ firms pay a 25 percent rate of
corporate income tax against the prevailing rate of 30 percent for a further period of
ten years after the lapse of the 10 year tax holiday. The study also recommends that
the government lowers the rate for EPZ firms from the current level of 25 percent so
as to entice the EPZ firms to remain in Kenya and not shift their operations to other

countries.

The study found that VAT incentive had a positive and statistically significant
relationship with the performance of EPZ firms in Mombasa. The study indicated that
VAT zero rating positively and statistically influences the performance of EPZ firms
because it also allows companies to claim VAT tax credits for inputs. The study
recommends that in addition to the zero rate of VAT, the government should provide
additional VAT credits through rebates based on their performance. This will
encourage the EPZ firms to boost their production and hence more economic benefit

to the country.

5.5 Suggestions for Further Studies

The study recommends that additional research be undertaken given that the current
study only focused on the influence of capital deductions incentives, VAT incentives
and corporate income tax incentives on the performance of EPZ firms in Mombasa.
The study recommends that a similar study can be carried out on EPZs firms but

focuses on other independent variables such as employment income tax incentives.

Further studies should also focus on other potential determinants that would affect
performance of EPZ firms other than tax incentives. Some of the potential

determinants of performance of EPZ firms are the infrastructure development level in
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a country which reduces the cost of transporting raw materials to EPZ firms and
transporting finished products from EPZ firms to the market or level of human skills
in a country, economic and political stability, profitability of local production and
exchange rate policies. Additional potential determinants of the performance of EPZ

firms include foreign trade policies.

In addition, this study used only three variables to examine the factors that influence
the performance of EPZ firms in Mombasa County. There are many possible factors
that may affect performance of EPZ firms in Mombasa that other researchers may
seek to unearth. The study showed that 58.8 percent of variations in performance of
the Export processing zones were explained by the capital deductions, VAT
incentives and corporate income tax incentives. A further research should be
undertaken to identify other tax determinants of the performance of EPZs firm in
Mombasa. The additional studies may also examine other strategies such as use of

modern technologies that can be used to enhance the performance of EPZs firms.
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APPENDICES

Appendix I: List of EPZ firms in Mombasa

© oo Nk wWNRE

NN NNNNNDNRRRERRRPRRP R R
~NO R WNREOOOWMNOOUANWDNERO

Wondernut International (EPZ) Ltd
Farm Gate East Africa (EPZ) Ltd
Empire Kenya EPZ Ltd

Gold Crown Foods (EPZ) Ltd
Imperial Teas (EPZ) Ltd

Hantex Garments EPZ Ltd

Mega Apparels EPZ Ltd

Mega Garments EPZ Ltd
Mombasa Apparels EPZ Ltd

. Sajan Trading EPZ Ltd

. Simba Apparels EPZ Ltd

. Africa Marine Oil and Gas(EPZ) Ltd
. Alpha Logistics Services (EPZ) Ltd

. Hunting Alpha (EPZ) Ltd

. Hauwen Foods EPZ Ltd

. Kenya Marine Contractors EPZ Ltd

. Navios Services (EPZ) Ltd

. Supply Base EPZ Ltd

. Africa Marine EPZ Ltd

. Alpha Logistics EPZ Ltd

. Ammar EPZ Ltd

. Ashton EPZ Ltd

. Changamwe Holding EPZ Ltd

. Comarco (EPZ) Ltd

. Gold Crown EPZ Ltd

. Halai Brothers EPZ Ltd

. House of Smart EPZ Ltd

28.

Laburnum EPZ Ltd

Sources EPZA (2019)

107



108

Appendix I1: Data Collection Sheet

Year Performance of | Capital Deduction | VAT Corporate Total assets
Export in Millions in terms | incentives in | Income  Tax | (Kshs)
processing Zones | of investment | terms of | incentive in
in terms of net | deduction VAT  zero | terms of tax
profit (Ksh) rating (Ksh) | holidays
(Ksh) Millions (Ksh)

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019
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Appendix I11: Letter of Clearance

CRMIT:
TU/KESRA/105/002¢

m that the above named is a student at Kenya School of
(KESRA) Nairobi Campus pursuing Masters in Tax and

student is undertaking Rescarch on TOPIC: “Effects Of Tax Incentives On The
e Of Export Processing Zone: Vi In Mombasa”.

of this letter is to request vour sood office to assist the above student with the
1o enable him work on his project

it to KESRA in this regard will be highly appreciated.
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Year | Company | Performance | CAP VAT CIT Asset Firm
Size
2010 | 1 197,682,300 | 6,871,018 | 17,918,218 | 1,276,326 | 2,154,732,978 | 9.33
2011 |1 195,369,900 | 6,908,120 | 15,810,019 | 8,762,151 | 9,424,599,013 | 9.97
2012 | 1 206,877,500 | 7,012,015 | 18,219,098 | 10,988,000 | 2,195,318,339 | 9.34
2013 | 1 217,322,200 | 7,912,067 | 18,312,019 | 11,125,971 | 565,545,879 8.75
2014 | 1 226,052,220 | 8,179,917 | 18,262,142 | 11,265,711 | 3,044,430,317 | 9.48
2015 | 1 232,715,330 | 8,271,513 | 18,564,017 | 12,213,716 | 5,182,908,736 | 9.71
2016 | 1 244,956,330 | 9,118,218 | 19,065,109 | 12,251,761 | 2,642,234,161 | 9.42
2017 | 1 238,105,550 | 9,271,261 | 18,634,980 | 12,915,271 | 333,584,116 8.52
2018 | 1 303,156,660 | 10,251,218 | 28,813,871 | 13,100,201 | 2,919,814,718 | 9.47
2019 |1 275,666,660 | 11,982,122 | 19,210,019 | 20,172,615 | 32,213,968 7.51
2010 | 2 252,175,693 | 11,040,571 | 16,211,708 | 8,229,928 | 211,510,132 8.33
2011 | 2 253,262,155 | 11,511,506 | 17,855,606 | 3,265,127 | 4,228,644,925 | 9.63
2012 | 2 213,980,048 | 8,969,848 | 16,221,731 | 18,922,661 | 3,665,832,994 | 9.56
2013 | 2 260,077,517 | 8,186,535 | 19,107,243 | 15,594,482 | 3,902,976,544 | 9.59
2014 | 2 238,400,741 | 10,898,094 | 16,008,466 | 16,376,186 | 5,127,541,792 | 9.71
2015 | 2 217,408,955 | 10,847,868 | 17,249,154 | 3,472,620 | 287,170,570 8.46
2016 | 2 207,243,051 | 8,648,243 | 16,552,183 | 19,114,593 | 682,215,546 8.83
2017 | 2 276,708,882 | 10,571,281 | 18,490,933 | 8,833,141 | 609,946,052 8.79
2018 | 2 230,231,043 | 9,842,299 | 17,757,367 | 10,042,362 | 5,053,460,174 | 9.7
2019 | 2 295,956,071 | 7,613,223 | 16,083,047 | 13,308,323 | 242,240,562 8.38
2010 | 3 225,626,019 | 10,705,766 | 18,385,184 | 3,844,163 | 713,687,745 8.85
2011 | 3 209,707,658 | 7,175,699 | 18,581,339 | 19,811,111 | 3,744,979,747 | 9.57
2012 | 3 256,239,409 | 7,570,755 | 18,299,590 | 10,678,687 | 204,622,277 8.31
2013 | 3 240,191,158 | 9,587,598 | 16,904,183 | 3,478,347 | 818,277,174 8.91
2014 | 3 265,924,069 | 8,787,958 | 17,222,110 | 4,482,138 | 5,384,607,138 | 9.73
2015 | 3 214,436,960 | 6,919,111 | 19,104,644 | 4,778,694 | 2,542,617,638 | 9.41
2016 | 3 273,139,779 | 9,850,141 | 16,774,631 | 18,661,970 | 2,601,062,232 | 9.42
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2017 258,360,272 | 9,799,481 | 18,542,191 | 13,443,726 | 1,383,399,185 | 9.14
2018 261,088,041 | 10,403,950 | 18,244,104 | 5,314,083 | 9,276,245,213 | 9.97
2019 200,219,827 | 11,604,292 | 16,098,221 | 6,186,148 | 2,645,678,089 | 9.42
2010 301,762,442 | 7,830,121 | 16,816,370 | 18,094,370 | 6,195,085,140 | 9.79
2011 195,702,821 | 11,162,210 | 18,241,059 | 12,045,180 | 5,011,285,227 | 9.7
2012 226,463,041 | 11,874,685 | 16,784,336 | 17,068,566 | 3,122,447,994 | 9.49
2013 217,944,419 | 11,502,623 | 18,858,149 | 8,824,305 | 3,651,548,643 | 9.56
2014 229,002,816 | 10,111,019 | 16,786,540 | 13,375,891 | 3,730,250,157 | 9.57
2015 254,820,280 | 8,968,661 | 17,477,033 | 19,446,763 | 1,003,401,523 | 9
2016 230,428,255 | 7,423,686 | 17,995,821 | 10,137,773 | 1,321,938,325 | 9.12
2017 220,872,674 | 11,822,390 | 16,955,847 | 17,747,260 | 3,059,373,080 | 9.49
2018 270,046,252 | 11,493,134 | 18,794,641 | 15,607,446 | 1,395,903,291 | 9.14
2019 212,402,480 | 7,391,571 | 16,465,965 | 2,908,020 | 5,621,336,177 | 9.75
2010 245,998,567 | 10,585,873 | 16,202,656 | 6,057,683 | 1,083,724,509 | 9.03
2011 245,668,148 | 7,954,739 | 16,835,758 | 5,768,240 | 3,831,342,852 | 9.58
2012 269,900,140 | 11,944,938 | 17,370,430 | 10,189,822 | 2,843,412,511 | 9.45
2013 297,220,094 | 7,661,576 | 17,645,401 | 10,539,988 | 6,163,888,456 | 9.79
2014 281,489,888 | 10,716,832 | 18,352,616 | 3,772,442 | 2,477,084,592 | 9.39
2015 286,848,226 | 8,826,392 | 17,665,036 | 10,634,017 | 3,643,357,394 | 9.56
2016 238,301,482 | 9,209,275 | 17,470,437 | 17,445,662 | 3,569,127,511 | 9.55
2017 246,956,305 | 8,530,682 | 16,256,519 | 2,184,374 | 3,494,897,627 | 9.54
2018 222,249,402 | 9,181,112 | 18,593,946 | 13,297,054 | 3,420,667,744 | 9.53
2019 296,235,502 | 10,256,857 | 17,781,552 | 16,244,514 | 5,531,265,466 | 9.74
2010 299,727,346 | 6,955,133 | 18,568,772 | 13,868,000 | 5,865,473,920 | 9.77
2011 297,822,939 | 8,835,486 | 19,029,777 | 11,623,869 | 5,946,408,271 | 9.77
2012 279,855,226 | 11,818,379 | 17,492,552 | 3,707,629 | 6,429,915,889 | 9.81
2013 247,837,648 | 9,504,743 | 17,844,488 | 4,447,690 | 6,913,423,506 | 9.84
2014 286,508,815 | 7,273,387 | 17,177,483 | 9,210,048 | 7,396,931,124 | 9.87
2015 211,221,915 | 10,510,793 | 18,839,253 | 10,861,635 | 5,880,438,742 | 9.77
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2016 254,596,452 | 9,029,105 | 18,985,428 | 13,049,123 | 8,363,946,359 | 9.92
2017 241,123,207 | 11,841,484 | 18,441,122 | 10,161,745 | 8,847,453,977 | 9.95
2018 234,299,699 | 7,028,461 | 18,954,788 | 19,415,941 | 9,330,961,594 | 9.97
2019 200,798,651 | 9,195,549 | 18,446,670 | 17,214,858 | 9,814,469,212 | 9.99
2010 196,382,919 | 10,234,664 | 16,574,681 | 5,665,777 | 6,931,873,621 | 9.84
2011 283,637,094 | 10,463,444 | 16,972,561 | 7,470,052 | 8,088,601,880 | 9.91
2012 241,283,801 | 8,261,569 | 16,671,036 | 13,833,776 | 1,621,824,935 | 9.21
2013 205,125,005 | 9,142,891 | 16,814,443 | 6,671,042 | 3,162,585,115 | 9.5
2014 290,240,814 | 8,619,811 | 17,802,274 | 7,726,122 | 1,065,410,696 | 9.03
2015 198,720,980 | 7,922,638 | 18,226,305 | 1,940,719 | 1,701,724,053 | 9.23
2016 261,437,232 | 11,651,116 | 16,168,213 | 6,460,206 | 2,466,487,892 | 9.39
2017 268,487,384 | 7,658,382 | 18,438,102 | 4,597,381 | 1,029,257,471 | 9.01
2018 257,795,556 | 9,800,689 | 16,517,969 | 8,535,138 | 2,747,183,896 | 9.44
2019 299,171,312 | 9,097,310 | 16,362,949 | 16,151,642 | 1,860,462,619 | 9.27
2010 281,369,473 | 10,140,225 | 18,527,442 | 17,840,364 | 2,379,195,310 | 9.38
2011 216,714,631 | 11,453,965 | 17,774,166 | 10,076,284 | 2,541,321,274 | 9.41
2012 251,714,673 | 7,167,275 | 17,726,212 | 6,008,863 | 2,703,447,237 | 9.43
2013 249,245,046 | 10,795,474 | 18,620,553 | 15,499,001 | 1,813,095,370 | 9.26
2014 299,141,227 | 8,102,516 | 16,935,827 | 8,038,907 | 1,368,987,673 | 9.14
2015 205,914,948 | 9,128,400 | 16,839,702 | 14,444,215 | 1,004,270,452 | 9
2016 234,140,727 | 11,467,353 | 16,378,854 | 1,690,454 | 1,501,679,550 | 9.18
2017 213,776,825 | 8,512,656 | 15,919,942 | 17,596,066 | 4,018,798,475 | 9.6
2018 228,045,115 | 9,515,611 | 18,335,821 | 4,941,511 | 1,300,427,024 | 9.11
2019 279,737,428 | 9,305,277 | 18,169,216 | 17,912,492 | 3,926,077,350 | 9.59
2010 258,210,031 | 9,808,224 | 16,243,368 | 16,496,722 | 1,758,522,365 | 9.25
2011 195,852,291 | 7,217,279 | 16,222,677 | 19,120,101 | 3,557,734,465 | 9.55
2012 215,763,658 | 8,586,164 | 18,647,795 | 9,063,827 | 2,944,187,128 | 9.47
2013 199,843,222 | 7,405,423 | 16,954,852 | 7,936,743 | 1,318,335,447 | 9.12
2014 291,274,168 | 9,624,071 | 18,957,886 | 2,197,882 | 2,486,939,523 | 9.4
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2015 | 9 213,640,108 | 7,254,520 | 18,451,349 | 16,391,255 | 4,636,056,250 | 9.67
2016 | 9 291,482,574 | 8,604,665 | 17,017,082 | 10,870,822 | 1,501,340,456 | 9.18
2017 | 9 290,332,735 | 8,437,601 | 17,567,311 | 16,037,453 | 1,139,251,217 | 9.06
2018 | 9 199,681,475 | 8,860,389 | 16,870,660 | 17,471,835 | 2,861,531,452 | 9.46
2019 | 9 272,847,106 | 7,773,879 | 17,548,484 | 18,208,387 | 4,074,547,713 | 9.61
2010 | 10 230,253,898 | 10,495,611 | 16,598,678 | 17,073,492 | 3,540,770,741 | 9.55
2011 | 10 195,888,442 | 8,647,339 | 18,963,587 | 12,113,911 | 5,153,599,078 | 9.71
2012 | 10 300,942,434 | 10,332,750 | 16,170,945 | 7,012,101 | 4,821,285,681 | 9.68
2013 | 10 251,628,167 | 9,642,650 | 16,873,127 | 4,018,440 | 5,589,914,880 | 9.75
2014 | 10 259,498,875 | 8,013,822 | 16,076,118 | 6,987,495 | 6,089,770,862 | 9.78
2015 | 10 271,357,404 | 7,103,710 | 15,891,118 | 13,856,982 | 6,589,626,845 | 9.82
2016 | 10 222,067,072 | 9,429,412 | 17,460,666 | 3,835,172 | 7,089,482,827 | 9.85
2017 | 10 280,040,162 | 8,070,653 | 19,138,894 | 6,198,089 | 7,589,338,809 | 9.88
2018 | 10 205,153,371 | 11,652,936 | 16,792,904 | 3,872,059 | 2,237,620,365 | 9.35
2019 | 10 232,008,169 | 8,965,852 | 19,010,506 | 5,218,809 | 1,181,955,918 | 9.07
2010 | 11 207,817,425 | 10,176,600 | 17,421,536 | 16,850,399 | 2,713,285,035 | 9.43
2011 | 11 294,459,445 | 8,274,403 | 15,852,177 | 4,677,928 | 2,372,919,031 | 9.38
2012 | 11 203,806,509 | 9,761,539 | 18,289,319 | 18,842,669 | 4,795,568,375 | 9.68
2013 | 11 238,511,473 | 7,763,746 | 17,831,093 | 2,557,385 | 2,945,013,706 | 9.47
2014 | 11 261,507,032 | 9,156,259 | 18,191,032 | 13,305,567 | 1,132,681,263 | 9.05
2015 | 11 244,893,644 | 9,072,930 | 15,971,254 | 9,140,195 | 5,020,928,394 | 9.7

2016 | 11 259,007,803 | 7,537,167 | 18,242,288 | 13,521,264 | 3,760,094,183 | 9.58
2017 | 11 229,059,591 | 10,012,923 | 16,881,513 | 12,713,153 | 3,930,578,435 | 9.59
2018 | 11 273,989,635 | 9,761,344 | 17,258,195 | 8,825,199 | 1,962,508,840 | 9.29
2019 | 11 214,003,866 | 11,118,965 | 19,197,736 | 13,613,201 | 3,082,791,964 | 9.49
2010 | 12 223,827,983 | 11,078,536 | 19,061,258 | 8,706,216 | 1,267,789,188 | 9.1

2011 | 12 267,516,227 | 10,969,583 | 16,271,972 | 16,191,530 | 2,924,571,555 | 9.47
2012 | 12 281,952,096 | 9,861,673 | 15,935,471 | 8,946,252 | 2,936,478,533 | 9.47
2013 | 12 263,830,906 | 10,772,350 | 18,815,216 | 18,337,642 | 2,948,385,512 | 9.47




115

2014 | 12 220,578,773 | 9,611,903 | 17,221,275 | 10,913,480 | 2,960,292,490 | 9.47
2015 | 12 254,915,833 | 8,542,492 | 16,528,066 | 14,110,290 | 2,972,199,469 | 9.47
2016 | 12 300,322,203 | 10,161,470 | 16,549,632 | 19,323,527 | 2,984,106,447 | 9.47
2017 | 12 205,692,631 | 8,726,236 | 16,058,402 | 14,261,188 | 2,996,013,426 | 9.48
2018 | 12 301,652,800 | 8,239,862 | 18,542,287 | 2,157,079 | 3,007,920,404 | 9.48
2019 | 12 250,626,906 | 7,628,454 | 18,156,059 | 8,830,729 | 3,019,827,383 | 9.48
2010 | 13 213,704,453 | 7,561,373 | 18,324,601 | 15,112,742 | 1,503,141,895 | 9.18
2011 | 13 228,694,374 | 8,486,086 | 18,757,831 | 6,517,642 | 2,569,275,882 | 9.41
2012 | 13 232,546,200 | 10,059,835 | 18,912,374 | 3,045,382 | 1,340,800,451 | 9.13
2013 | 13 220,997,945 | 7,626,953 | 16,400,606 | 17,935,652 | 1,295,294,847 | 9.11
2014 | 13 287,239,124 | 9,316,370 | 17,953,575 | 8,133,867 | 2,977,903,878 | 9.47
2015 | 13 211,096,768 | 11,254,153 | 16,237,444 | 17,833,551 | 2,660,512,909 | 9.42
2016 | 13 232,841,423 | 7,122,105 | 16,343,708 | 15,598,033 | 2,348,122,753 | 9.37
2017 | 13 232,414,750 | 8,389,223 | 16,349,381 | 4,406,119 | 3,173,499,716 | 9.5

2018 | 13 300,511,519 | 8,238,830 | 17,090,387 | 12,840,618 | 1,615,996,750 | 9.21
2019 | 13 213,727,270 | 10,901,107 | 18,920,962 | 9,370,841 | 1,093,049,605 | 9.04
2010 | 14 239,840,631 | 10,500,230 | 16,208,871 | 6,068,537 | 2,112,453,353 | 9.32
2011 | 14 250,330,694 | 9,571,882 | 18,701,787 | 9,376,772 | 2,122,397,623 | 9.33
2012 | 14 283,578,321 | 8,953,120 | 18,935,515 | 5,348,624 | 2,132,341,893 | 9.33
2013 | 14 196,618,563 | 9,579,239 | 16,658,983 | 16,792,953 | 4,145,746,941 | 9.62
2014 | 14 279,547,649 | 9,851,929 | 18,274,672 | 9,139,671 | 3,812,978,770 | 9.58
2015 | 14 249,523,645 | 9,463,875 | 16,393,630 | 4,722,518 | 3,340,479,394 | 9.52
2016 | 14 200,978,250 | 11,103,224 | 17,989,679 | 8,814,398 | 4,266,927,532 | 9.63
2017 | 14 243,192,944 | 7,032,142 | 16,404,146 | 13,552,653 | 4,644,792,637 | 9.67
2018 | 14 246,693,670 | 10,441,693 | 17,535,618 | 11,948,512 | 5,022,657,743 | 9.7

2019 | 14 294,655,449 | 7,414,627 | 15,894,814 | 7,270,301 | 5,400,522,848 | 9.73
2010 | 15 257,720,845 | 10,401,022 | 16,629,500 | 1,332,082 | 5,778,387,954 | 9.76
2011 | 15 217,553,672 | 7,621,350 | 18,232,641 | 6,112,729 | 1,121,236,827 | 9.05
2012 | 15 239,692,072 | 9,269,581 | 15,910,372 | 10,772,364 | 1,865,549,035 | 9.27
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2013 | 15 211,467,695 | 7,181,993 | 18,764,130 | 16,984,199 | 4,713,899,679 | 9.67
2014 | 15 274,734,235 | 8,696,335 | 17,851,745 | 5,325,112 | 4,689,279,638 | 9.67
2015 | 15 245,085,834 | 11,595,007 | 17,596,842 | 14,633,731 | 4,849,860,930 | 9.69
2016 | 15 237,401,313 | 9,834,827 | 17,961,330 | 8,406,492 | 5,010,442,221 | 9.7

2017 | 15 213,599,420 | 10,787,671 | 18,182,117 | 4,573,785 | 3,658,192,774 | 9.56
2018 | 15 222,348,614 | 7,410,863 | 19,192,100 | 9,536,909 | 5,706,439,510 | 9.76
2019 | 15 219,408,044 | 10,690,244 | 16,336,288 | 6,990,338 | 6,207,747,205 | 9.79
2010 | 16 216,133,535 | 9,277,930 | 19,075,930 | 12,251,000 | 1,850,395,754 | 9.27
2011 | 16 284,175,754 | 9,750,319 | 17,944,172 | 13,566,847 | 1,498,373,380 | 9.18
2012 | 16 262,663,361 | 7,513,701 | 17,924,090 | 9,322,266 | 1,146,351,006 | 9.06
2013 | 16 287,912,517 | 10,545,866 | 15,900,604 | 4,846,424 | 2,794,328,632 | 9.45
2014 | 16 231,534,360 | 10,818,806 | 15,835,091 | 7,581,873 | 8,416,746,876 | 9.93
2015 | 16 284,011,518 | 9,108,427 | 18,934,238 | 6,995,545 | 3,657,101,367 | 9.56
2016 | 16 287,961,788 | 9,025,914 | 16,162,771 | 18,476,888 | 2,023,756,350 | 9.31
2017 | 16 238,460,894 | 9,077,112 | 17,636,308 | 8,184,843 | 4,834,268,020 | 9.68
2018 | 16 294,009,271 | 10,996,391 | 16,423,031 | 9,327,984 | 5,285,170,425 | 9.72
2019 | 16 250,497,519 | 10,827,287 | 16,839,120 | 4,581,140 | 5,736,072,830 | 9.76
2010 | 17 240,594,858 | 10,641,004 | 17,740,737 | 17,815,278 | 6,186,975,235 | 9.79
2011 | 17 297,125,958 | 9,562,299 | 18,063,588 | 14,599,212 | 6,637,877,640 | 9.82
2012 | 17 238,594,174 | 7,851,647 | 18,642,627 | 15,735,085 | 7,088,780,045 | 9.85
2013 | 17 209,122,152 | 6,988,500 | 16,081,251 | 2,059,095 | 2,387,436,510 | 9.38
2014 | 17 198,422,792 | 10,403,844 | 17,671,571 | 4,298,960 | 3,752,895,535 | 9.57
2015 | 17 206,313,581 | 8,391,177 | 19,051,999 | 13,780,092 | 3,703,015,222 | 9.57
2016 | 17 205,774,473 | 10,713,031 | 17,246,776 | 3,485,518 | 2,557,301,611 | 9.41
2017 | 17 229,847,264 | 9,622,510 | 16,226,402 | 15,121,241 | 1,050,344,904 | 9.02
2018 | 17 213,418,064 | 10,779,595 | 16,410,050 | 17,135,469 | 2,918,861,015 | 9.47
2019 | 17 203,197,620 | 10,354,916 | 17,361,410 | 8,360,518 | 7,213,915,459 | 9.86
2010 | 18 280,892,365 | 8,349,254 | 16,159,636 | 16,215,305 | 1,497,949,512 | 9.18
2011 | 18 240,038,272 | 9,335,639 | 17,482,586 | 4,740,202 | 1,644,183,972 | 9.22
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2012 | 18 239,062,067 | 9,179,892 | 16,794,404 | 8,982,255 | 2,773,337,498 | 9.44
2013 | 18 221,325,159 | 7,332,825 | 18,916,337 | 9,238,181 | 2,734,096,026 | 9.44
2014 | 18 271,435,089 | 9,752,734 | 18,116,116 | 9,455,797 | 2,694,854,553 | 9.43
2015 | 18 229,880,926 | 9,843,201 | 16,032,988 | 16,843,856 | 3,914,420,980 | 9.59
2016 | 18 294,302,899 | 9,430,322 | 17,921,926 | 17,572,154 | 4,333,201,679 | 9.64
2017 | 18 298,573,049 | 8,750,970 | 16,669,920 | 9,631,493 | 1,913,658,053 | 9.28
2018 | 18 219,263,524 | 9,363,720 | 17,769,810 | 8,912,782 | 1,093,473,473 | 9.04
2019 | 18 218,160,471 | 8,245,128 | 18,056,661 | 19,793,235 | 1,743,443,260 | 9.24
2010 | 19 266,945,330 | 9,357,683 | 15,848,755 | 18,749,534 | 1,208,447,668 | 9.08
2011 | 19 224,542,330 | 10,003,148 | 16,199,934 | 9,457,993 | 2,417,404,013 | 9.38
2012 | 19 276,849,764 | 7,516,529 | 15,842,401 | 14,272,669 | 1,935,434,271 | 9.29
2013 | 19 245,493,111 | 10,489,134 | 16,631,118 | 13,431,918 | 1,236,211,022 | 9.09
2014 | 19 276,194,614 | 9,135,972 | 16,904,931 | 9,578,961 | 1,201,983,681 | 9.08
2015 | 19 236,668,515 | 7,719,223 | 17,107,785 | 19,610,078 | 2,945,967,409 | 9.47
2016 | 19 215,959,878 | 10,339,355 | 16,783,125 | 12,392,354 | 2,664,730,955 | 9.43
2017 | 19 288,276,071 | 9,861,786 | 16,539,847 | 6,655,313 | 3,448,558,311 | 9.54
2018 | 19 219,850,108 | 7,607,851 | 19,088,499 | 7,033,779 | 1,269,908,528 | 9.1

2019 | 19 256,627,279 | 9,992,991 | 17,049,553 | 16,229,878 | 2,112,558,112 | 9.32
2010 | 20 214,296,624 | 7,063,448 | 18,875,627 | 6,919,294 | 2,359,596,341 | 9.37
2011 | 20 262,280,600 | 11,657,939 | 16,905,271 | 4,560,859 | 2,404,121,024 | 9.38
2012 | 20 221,040,910 | 8,902,735 | 18,776,534 | 19,014,268 | 2,818,828,167 | 9.45
2013 | 20 227,073,390 | 7,959,632 | 17,492,629 | 1,333,998 | 4,616,876,223 | 9.66
2014 | 20 228,419,977 | 9,313,145 | 18,729,996 | 10,175,153 | 3,250,133,352 | 9.51
2015 | 20 219,052,672 | 6,971,493 | 18,913,857 | 4,522,426 | 1,195,625,661 | 9.08
2016 | 20 236,787,183 | 11,614,054 | 17,404,821 | 9,718,175 | 2,646,281,977 | 9.42
2017 | 20 274,519,628 | 8,169,386 | 16,941,648 | 19,389,729 | 4,368,489,575 | 9.64
2018 | 20 261,250,339 | 11,291,120 | 18,764,348 | 13,040,865 | 4,479,541,752 | 9.65
2019 | 20 239,456,770 | 9,777,587 | 19,178,496 | 19,712,268 | 3,838,063,353 | 9.58




