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ABSTRACT

Factors Affecting the Adoption of Electronic Tax Filing in Ethiopia: Perception of Taxpayers’
Abera Mechal

Addis Ababa University, 2018.

This study sought to assess perception of taxpayers’ on factors affecting the adoption of electronic tax
filing system in Ethiopian. The general objective of this study was to assess perception of taxpayers’ on
factors affecting the adoption of electronic tax filing system in Ethiopia. The study was guided by six
Specific objectives: (i) to analyze how taxpayers’ perceived relative advantage influence electronic tax
filing adoption, (ii) to determine the extent to which taxpayers’ perceived complexity affect the adoption
of electronic tax filing system, (iii) to assess the impact of Compatibility as a factor in influencing
electronic tax filing adoption, (iv) to assess how perceived risk influence the adoption of electronic tax
filing system, (V) to evaluate the existence of government support to taxpayers’ as a factor that affect
electronic tax filing adoption and (vi) to analyze how taxpayers’ resistance to change affects the adoption
of electronic tax filing system. The study combined the technology acceptance model (TAM), innovation
diffusion theory (IDT) and the theory of reasoned action (TRA) with perceived risk and resistance to
change as another constructs which was covered in the literature to present an extended model. The study
was designed as a descriptive study. The study population comprised all electronic tax filing eligible
taxpayers’ in Ethiopia (35,956). A sample size of 150 was selected for this study. Unstructured in-depth
interview and structured survey questionnaire was used to collect data from the respondents’. Random
sampling method was used to collect information from the taxpayers’. The Statistical Package for Social
Sciences (SPSS) version 23 was used to analyze the feedback and generate descriptive statistics used to
make inferences on the population. From the study’s findings, respondents’ felt the Ethiopian electronic
tax filing system was useful with many relative advantages. With regard to the complexity of the system,
the study found that the online system at the Ethiopian Revenues and Customs Authority was
operationally easy and not complex to be adopted. The study also established that majority of the
taxpayers’ found the electronic tax filing system compatible and affordable with existing and past trends.
The study further found that respondents’ felt the usage of the online tax filing system would infringe on
their privacy and lack of confidence with the security issue was considered as barrier for the adoption
electronic tax filing system in Ethiopia. Regarding government support factor, the study proven that,
taxpayers’ in Ethiopia are receiving inadequate support from the government which contribute for the
low uptake of the system by the taxpayers’. The study finally recommended that the Ethiopian Revenues
and Customs Authority (ERCA) should conduct continuous training and sensitization of the online system.
There is also the need for policy interventions by the government and other stakeholders to facilitate and
equip the electronic tax filing environment with the necessary IT and other infrastructures. The study
further recommended that, the Ethiopian Revenues and Customs Authority (ERCA) should reassure
taxpayers’ of the reliability of the system by including easily visible privacy statements on their sites 10
decrease perception and fear of risk.

Vi



Chapter 1: Introduction

Electronic tax filing is a process where tax documents or tax returns are submitted through the internet,
usually without the need to submit any paper return. The system encompasses the use of internet
technology, the Worldwide Web and Software for a wide range of tax administration and compliance
purposes (David 2015). It is a system for submitting tax documents to a revenue service electronically,
often without the need to submit any paper documents. Electronic tax filing system is an electronic
government application that is being utilized with increasing frequency all over the world. The
development of electronic tax system was first introduced as a pilot test in the United States on the
income taxpayers’ in the early 1980s (Bojuwon 2015). Due to globalization and technology advancement
government from developed and developing countries are implementing different e-application such as; e-
commerce, e-business and e-tax system which are a subset of e-government. As one of the e-government
initiatives, electronic tax filing is believed to improve the efficiency, effectiveness and convenience of

both the taxpayers’ and tax authority (Bojuwon 2015).

Although the electronic tax filing system in Ethiopia is just in its infant stage of implementation and are
aimed at developing a better and easier system, the acceptance rate for this system is very low and remain
under used by the taxpayers’. Simply having the technology available does not automatically yield
benefits. Adoption rates must increase for any benefits to be reaped. With this easily accessible online tax
submission, the Ethiopian Revenues and Customs Authority (ERCA) indicated that only a small number
of its clients (5.1%) used the online tax submission platform in 2016/2017 financial year (ERCA 2017).
This low adoption contradicts the promises of faster, cheaper and convenient means of filing taxes online.
Despite the benefits of electronic tax filing service and the promotion made by the government and the
tax authorities to get more citizens to use the service, there is still poor usage by the taxpayers’ and the

authority in Ethiopia. There is no question that the rate of electronic tax filing adoption among taxpayers’
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must increase for the technology to benefit the stakeholders. Failure to increase the adoption rate among
potential users means taxpayers’ who could otherwise be filing their taxes online will instead spend extra
money and time. Thus, it is important to know the main factors for not putting in to practice this system
that will be considered the challenges of the government, the tax authority as well as for taxpayers’. The
study therefore sought to establish perceptions on factors affecting the adoption of electronic tax filing
system by the Ethiopian Revenues and Customs Authority, Large Taxpayers’ Office (LTO), Eastern and

Western Addis Ababa branch offices.

Gor (2015) demonstrated that an increase in the relative advantage, compatibility, system support,
observability, organizational support and social networks positively influences the adoption of online tax
filing system by the taxpayers’ in Kenya. Anna and Yusniza (2009) also noted that privacy risk is a
significant factor for electronic tax filing adoption; this is because electronic filing involves the
transmission of taxpayers’ confidential information through the internet. Furthermore, Alice (2017)
mentioned that the itax system is useful and beneficial, but high IT (Information Technology)
infrastructure set up cost and difficulties in accessing finance to cover these costs negatively influences
the adoption of the system. Moreover, taxpayers’ IT literacy skills and tax knowledge positively
influences the adoption of itax system among Small and Medium Enterprise (SME) taxpayers’ in Kenya.
Coming back to Ethiopia, Tadesse (2015) studied the practice, challenges, and prospects of e-Government
at Ethiopian revenues and customs authority large taxpayers’ office (LTO). This study was only based on
how well e-Government is recognized and rolled out as a strategic tool to solve drawbacks on existing tax

administration systems and did not look at specific electronic filing issues.

Overall, these studies did not identify the specific factors that influence the adoption of electronic tax
filing system by Ethiopian taxpayers’. This presented a knowledge gap. The current study therefore
sought to fill these gaps by evaluating perceptions on factors affecting the adoption of electronic tax filing
system by the Ethiopian Revenues and Customs Authority; Large Taxpayers’ Office, Eastern and Western

2



Addis Ababa branch offices. Therefore, there is a need to understand whether or not taxpayers’ have
accepted the electronic tax filing system and identify the factors that can affect their decision to use or not
to use this system. This is very important because the answer could help the Ethiopian Revenues &

Customs Authority & taxpayers’ to improve the adoption of electronic tax filing system in the near future.

In this paper, the broad objective was to find taxpayers’ perception on factors affecting the proper
adoption of electronic tax filing system in Ethiopia. The purpose of this chapter is to provide background
information on the thesis. The first section sets out statement of the problem. While the second section
presents objective, hypotheses and research question of the study. Significance of the study are presented
in the third section. This is followed by scope and limitations of the research in the fourth section.

Structure of the thesis is provided at the end of the chapter.

1.1. Statement of the Problem

Electronic tax filing system has the potential to benefit both taxpayers’ and the government, but only if it
is actually used. Although taxpayers’ in Large Taxpayers’ office, Eastern and Western Addis Ababa
branch offices still have the option to file their tax manually, government aims to have a majority of
eligible taxpayers’ to adopt the electronic filing system. One of the most important duties of those
responsible for organizational innovation is to maximize its adoption rate. Innovation, no matter how well
designed, would be perceived as useless if it is not adopted and that one of the steps toward maximizing
an innovation’s rate of adoption is to understand the factors that influence its adoption. Moreover, despite
an organization’s decision to adopt an innovation, its actual usage depends on how the end users
implement the usage of the innovation. Therefore, it is important to examine the adoption of innovations
by the target groups, because if there is no acceptance among users, then the desired benefits associated

with innovation cannot be realized.



The national Information Communication Technology (ICT) policy of Ethiopia was prepared in 2009
with a vision “Every Ethiopian life is ICT assisted” and a mission statement “to develop, deploy and use
information and communication technology to improve the livelihood of every Ethiopian, and optimize
its contribution to the development of the country (Tadesse 2015). In this line, Ethiopian Revenues and
Customs Authority launched an online tax filing system in 2012 as a pilot program in Large Taxpayers’
office. The system is now expanded to Eastern and Western Addis Ababa Branch Offices. However, those
taxpayers’ outside Large Taxpayers’ office, Eastern& Western Addis Ababa branches still declare and
submit their tax returns by filing the forms manually. As per the data obtained from Ethiopian Revenues
and Customs Authority by July 2017 there were 35,956 taxpayers’ in the three branches (1,156 in Large
Taxpayers’ Office, 20,200 in Eastern Addis Ababa and 14,600 in Western Addis Ababa). Out of this
number, only 1,854 (1,156 in Large Taxpayers’ Office, 570 in Eastern Addis Ababa and 128 in Western
Addis Ababa branches) filed their tax returns through the online system (ERCA, 2017). This indicates a

very low (5.1%) uptake.

Moreover, according to World Bank Group (2015) the in-house cost of compliance for filing taxes in
Ethiopia is higher than that of pre-filing and post-filing activities. This in return reveals that taxpayers’
are burdened by the manual filing and payment procedures and the related costs which are likely to

increase their costs of doing business.

The above discussed problems coupled with the knowledge gap shown in the literature review
necessitated the conduct of this study on perception on factors affecting the adoption of electronic tax

filing system in Ethiopia.



1.2. Objective of the study
General and specific objectives are clearly stated in identifying the perception of taxpayers’ on factors
influencing electronic tax filing adoption in Ethiopian Revenues and Customs Authority; Large

Taxpayers’ Office (LTO), Eastern and Western Addis Ababa branch offices.

1.2.1. General Objective
The general objective of this mixed method approach study was to identify factors that affect electronic
tax filing adoption in Ethiopia.

1.2.2. Specific Objectives

Based on the broad research objective, the following specific research objectives were developed.

a. To analyze how taxpayers’ perceived relative advantage influence electronic tax filing adoption.

b. To determine the extent to which taxpayers’ perceived complexity affect the adoption of
electronic tax filing system.

c. To assess the impact of Compatibility as a factor in influencing electronic tax filing adoption.

d. To assess how perceived risk influence the adoption of electronic tax filing system.

e. To evaluate the existence of government support to taxpayers’ as a factor that affect electronic tax
filing adoption.

f. To analyze how taxpayers’ resistance to change affects the adoption of electronic tax filing

system.

In addition, the following research question was developed:

RQ-1. What other factors affect the adoption of electronic tax filing system in Ethiopia?



1.3. Significance of the Study

Apart from its significance for academic requirement, this study is helpful for different Stakeholders. The
findings provide Ethiopian Revenues and Customs Authority with useful information to enhance its
electronic tax filing administration reform and to make strategic decisions about innovation design and
management. The assessment and recommendation forwarded on existing internal work flows and service

delivery modalities regarding the system contribute much to the tax authority.

The study also provide information to Ministry of Communication and Information Technology (MoCIT)
on the status of electronic tax filing system in the Ethiopian Revenues and Customs Authority as
compared to the national ICT Policy and e-Government Strategy and Implementation Plan. Taxpayers’
are also expected to benefit from the research by looking at the recommendations forwarded at the end of
the thesis. Moreover, it may serve as a source of reference and give some highlights for others who would
like to know more about the issue and interested in undertaking further and detail studies in electronic tax

filing determinants as a research title.

1.4.Scope of the Study

The technical aspect of electronic tax filing was out of the scope of the thesis. This includes how much
focused Ethiopian Revenues and Customs Authority (ERCA) branches are equipped with required
hardware and software infrastructure. Moreover, to undertake this study, the researcher was only confine
to the examination of perception on factors that affect electronic tax filing adoption in the case of Ethiopia
Large Taxpayers’ Office, Eastern and Western Addis Ababa branches which the online system was

implemented.



1.5. Organization of the Thesis

The study was organized in five chapters. Chapter I is Introduction. In this chapter, the basic framework
of the study including background, Statement of the Problem, Objectives and research question with
hypothesis, significance of the study, and Scope and Limitations of the study was discussed. In Chapter
Il, review was made on literatures and related studies. Chapter Il presented the research methodology
that was used in carrying out the study. Chapter IV presented results and discussion. Finally, chapter V

provided concluding remarks and recommendations.



Chapter 2: Literature Review

Electronic tax system is a subset of electronic government, which is the application of electronic means of
interaction between taxpayers’ and tax administrators through the means of electronic tax software (David
2015). Gekonge et al, (2016) defines electronic tax system as a computerized tax administration system
that is especially designed to handle general tax administration from registration, assessment, filing
returns and processing of claims and refunds. Gor (2015) stated that business firms as well as government
organizations are currently actively involved in the development and adoption of the latest innovations so

as to restructure themselves to be ahead in this highly dynamic environment.

This section reviews the basic theoretical and empirical issues related to perception on electronic tax
filing system and factors that affect its adoption. Hence, chapter two served as background for this study
by describing concepts of electronic tax filing system and factors that could affect electronic tax filing
adoption. Subsequent chapters are built on concepts and definitions described here. In light of the above,
the purpose of this chapter is to review the literatures related to electronic tax filing and its determinants.
The chapter has three sections. Section 2.1 presented the theoretical aspects related to electronic tax filing.
This is followed by empirical review in section 2.2. Finally, conclusions on the literature review and

knowledge gaps presented in section 2.3.

2.1. Theoretical Review

This section reviews the basic theoretical issues related to electronic tax filing and factors that affect its
adoption. Hence, section 2.1.1 presented electronic tax filing concepts. Then, section 2.1.2 presented the
theories related to technology adoption. Finally, Section 2.1.3 presented other factors affecting the

adoption of electronic tax filing system.



2.1.1. Electronic tax filing

Electronic tax filing is a process where tax documents or tax returns are submitted through the internet,
usually without the need to submit any paper return. It is paperless online platform for the lodgment of tax
returns and declarations and other tax related services to a revenue authority electronically. Electronic
system for filing returns and paying the due taxes, if accepted and adopted by most businesses and
individual taxpayers, result in tangible advantages to both the taxpayers’ and the government. The
government gains in the form of reduced operation costs such as costs associated with submission,
storage and handling of returns in addition to saving time which in turn boosts compliance. The taxpayer
benefits from the system in the form of reduced calculation errors, preparation and filing time (Odongo

2016).

Electronic tax filing system has different advantages for different role players such as taxpayers’,
Accountants, the revenue authority and other stakeholders. According to Mongwaketse (2015) referred
United States Patent and Trademark Office (USPTO) ‘uspto website’, some of the advantages for using
electronic tax filing includes; for taxpayers’ and accountants (for their clients) it increase the speed at
which people file their returns by saving their time, and able to file 24 hours a day and seven days a week
makes the system convenient. It has also the ability to provide instantaneous feedback to clients or
taxpayers’. The system has the advantage of saving taxpayers’ and accountants’ money by avoiding in
person appearance in tax authority offices. The online electronic filing system confirm receipt of all
submissions automatically by the clients which avoids back and forth document movement in the case of
manual filing. For tax authority, the online tax filing system contribute to the reduction in the workload in
the branch offices (e.g. submission of tax directives). Moreover, it enhance uniformity in the treatment of

the applications.

Furthermore, as Mongwaketse (2015) stated, all business leaders and managers see the use of technology
and continuous ICT development as an issue of organizational strategy, which can influence its business

9



performance and most importantly its competitiveness in its industry of operation. Almost all company
types are liable to one or other tax, which makes the use of electronic filing very relevant to all
businesses. Some adopt the use of the system indirectly by outsourcing the tax compliance function to the
professional Accounting and Audit firms such as Price Water house Coopers, Ernest & Young, KPMG
and many other emerging firms. During the era of the introduction of electronic filing of tax returns,
companies were confronted with important questions of whether or not they should aggressively invest in
the new information technology or respond slowly and conservatively to reduce the risk and costs or just
stick to the old ways of doing things. And for those entities that chose to invest in the system they

benefited.

2.1.2. Theories of technology adoption

The literature showed the existence of different theories related to technology adoption. These theories
include Technology Acceptance Model (TAM), Innovation Diffusion Theory (IDT) and Theory of
Reasoned Action (TRA). The purpose of this section is, hence, to review these theories of technology

adoption.

2.1.2.1. Technology Acceptance Model

The technology acceptance model (TAM) states that technological innovation adoption is affected by the
perceived usefulness (PU) and the perceived ease of use (PEOU) of the technology (Davis 1989). The
model has two fronts. One is the degree to which an individual believes that a particular system would
enhance job performance (Relative Advantage) within an organizational context. Secondly, the degree to
which an individual believes that using a particular system would be free of effort (Complexity). Thus,
the model suggests that the innovation usage is indirectly affected by both PU and PEOU, which form the

primary relevance for innovation adoption behaviors (Lee et al. 2011).
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Perceived usefulness (PU)

The perceived usefulness (PU) is based on the observation that “people tend to use or not use the
application to the extent they believe it will help them perform their job better” which is the relative
advantage of the system (Davis 1989). PU directly influences the attitude toward use of the system and
indirectly influences behavioral intention to use. Even if an application is perceived as useful, it will only
be used if it is perceived as easy to use, that is, benefits of usage outweigh the effort of using the system.
Perceived usefulness of the system will intimidate users’ intention to use an information system (Davis
1989). The main reason taxpayers’ take advantage of electronic tax filing system is because they find the

system useful in preparing their tax return.

Perceived ease of use (PEOU)

The system ease of use is likely to affect the taxpayers’ perception of risk usage. Systems that are
perceived to be complex are likely risky to adopt and use. Taxpayers’ will perceive it as problematic and
not free of effort and could plague with performance problems and usage uncertainties. On the contrary, if
taxpayers’ perceive the system is easy to use they will believe it will perform well then will evaluate them
positively and probable to adopt it. Because the system is highly usable and is less likely to cause usage
concerns, therefore perceived ease of use may function as an important risk-reducing factor. Information
systems that users perceive easier to use and less complex will increase the likelihood of its adoption and
usage (Teo et al., 1999). PEOU has been shown to influence behavior (i.e., IT adoption) through two

causal ways: (1) a direct effect on behavior intention and (2) indirect effect on behavior intention via PU.

Gefen and Straub (2000) describe PU and PEOU in terms of intrinsic and extrinsic characteristics. PEOU
relates to the “intrinsic characteristics of Information Technology (IT), such as the ease of use, ease of
learning, flexibility and clarity of its interface”. PU results from a user’s assessment of IT’s “extrinsic,
i.e., task-oriented, outcomes: how IT helps users achieve task-related objectives, such as task efficiency
and effectiveness”. In order to promote the usefulness of the system, electronic tax filing system need to

11



be both easy to learn and easy to use. These two determinants, PU and PEOU, directly influence the
user’s attitude toward using the new information technology, which in turn leads to the user’s behavioral
intention to use. PU is defined from the prospective user’s point of view. Will the application improve his
or her job performance in the organization? Perceived ease of use (PEOU) is a variable that describes the

perception of the user that the system will be easy to use.

Adoption of innovation literature finds that complexity, compatibility and relative advantage of the
innovation are key factors of TAM. Rogers and Shoemaker’s (1971) definition of complexity is similar to
PEOU: “the degree to which an innovation is perceived as relatively difficult to understand and use”.
Davis (1989) points out the convergence of these and other theories support the concepts of PU and
PEOU. Moreover, the constructs employed in TAM (PU and PEOU) can be perceived as fundamental
subset of innovation characteristics which are captured in the innovation diffusion theory (IDT).
According to Lee et al. (2011), the relative advantage construct in innovation diffusion theory (IDT) is
similar to the notion of PU in TAM, and the complexity and compatibility constructs in innovation

diffusion theory (IDT) captures the PEOU in the TAM.

Bee (2008) used the extended version of technology acceptance model (TAM) as a theoretical framework
to examine taxpayers’ perception of adopting a personal tax electronic filing System with the new
construct ‘perceived risk’. Moreover, in the works of Hsu and Chiu 2004, Fu et al. 2006, Gallant et al
2007 and Carter et al. 2008, the perceived risk variable was also incorporated into their models. All of the
studies have found that perceived risk significantly affects the behavioral intention of current and
potential users of e-services including the e-filing system. A perceived risk variable decomposed into its
sub-facets is possibly a better measure because it gives insight as to which risk facets are important for
potential users (Featherman and Pavlou 2003). Rotchanakitumnuai (2007) investigated the use of three
risk facets, namely, privacy risk, performance risk and the fair financial audit risk on the tax electronic tax
payment system in Thailand and found that only performance risk and the fair financial audit risk were
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significant variables to the adoption of the electronic payment method in Thailand. Therefore, the effect

of perceived risk in electronic tax filing adoption will be discussed as follows:

Perceived Risk

Electronic tax filing involve more perceived risk than traditional manual tax filing. It is manifested in
taxpayers’ concerns that the electronic tax filing system will transfer their personal tax information to
third parties without their knowledge or permission. Although this concern also presents in the physical
world but then this online issue take a vast importance due to the special characteristics of the Internet
(Hoffman et al. 1999 and Friedman et al.2000). Privacy risk in this study refers to, the safeguard of

various types of data that are collected during taxpayers’ interact with the electronic tax filing system.

On the other hand, performance risk refers to the possibility of the system malfunctioning and not
performing as it was designed and advertised and which failing to deliver the desired benefits. The risk
factor that taxpayers’ perceived to have in the system, which promise to complete their transaction
securely and to maintain the privacy of their personal information will affects their voluntary adoption of
electronic tax filing system. Thus, for the purpose of this study, perceived risk (PR) is defined as
taxpayers’ perception on the reliability of the system usefulness/functionality and the control of their

personal data information in an online environment.

While the electronic services is convenient and creates efficiencies for their users, little is understood
about how consumers perceive them. Furthermore the development of electronic services will increase the
trade-off between as the levels of services increase, the level of risk will also increase. These risks are the
result of two processes. They are, (a) information that is sent electronically, and (b) information that is
stored electronically. In addition to that, the coupling of electronic data is much simpler as compare to

traditional types of data storage. This means that third parties can capture, read and modify the
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information as they are being transmitted or stored. For example, in the case of electronic burglary, large

quantities of subtle information can be obtain or wipe out quickly and easily without the public’s consent.

Since risk is difficult to measure objectively, the literature focuses on users’ risk perceptions. Perceived
risk can be defined as ‘the potential for loss in the pursuit of a desired outcome of using an e-services’
(Featherman and Pavlou 2003). Perceived risk is composed of behavioral and environmental uncertainty
(Pavlou 2003). Behavioral uncertainty occurs because online service providers may behave in an
opportunistic manner by taking advantage of the impersonal nature of the electronic environment and the
inability of the government to monitor adequately all transactions. Whereas, environmental uncertainty
happens is due to the unpredictable nature of Internet-based technology that is beyond the control of the
users’ or the provider (Pavlou 2003). Although provider play an important role on the security of the
transaction medium (encryption, authentication, firewalls), there is still the likelihood of third parties
intimidate the transaction process. Perceived risk reduces users’ intentions to exchange information and
complete transactions (Pavlou 2003). Therefore, it is very common when potential adopters engaged
Internet as the transaction medium, their concern on risk will surface and become prominent to them

(Hoffman et al. 1999).

However, in Belanger and Carter (2008) study on e-government adoption, perceived risk perception did
not decrease citizens’ intention to use an e-government service. This finding is incongruent with the e-
commerce literature. The argument made was there are differences between commercial businesses and
government agencies existence. As for e-commerce it mainly focuses on profit and target market whereas
for e-government the focuses are on service and population at large. Their other argument were, maybe

the perceived risk construct is more common in e-commerce than in e-government.
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2.1.2.2. Innovation Diffusion Theory (IDT)

Innovation is the process of creating a new technology, device or procedure (Rogers 2003). Diffusion is
the process of spreading ideas, concepts, skills and knowledge through society. The innovation diffusion
theory (IDT) describes how innovations or technology become accepted and spread through societies

large or small (Rogers 2003).

In IDT, the process of choosing to use a technology is known as the innovation-decision process.
Through this process a person passes from gaining knowledge about the innovation to forming an attitude
about the innovation (Demir 2006). Once an attitude is formed an individual makes the decision to accept
or reject the innovation. If he/she accepts the innovation, the person implements the innovation and
proceeds to confirm their decision. The entire process occurs in five stages, the first being called the
Knowledge stage (Demir 2006). During this stage an individual is exposed to the technology and

explores how it functions.

Persuasion is the second stage. Individuals at this stage look for information regarding the technology,
evaluate which sources of information are credible and evaluate peer attitudes toward the technology. A
favorable or unfavorable attitude about a technology does not always lead to acceptance or rejection of
the technology. Sometimes an affirmative attitude toward a technology does not point to use, when this
happens it is known as the knowledge-attitudes-practice (KAP) gap (Rogers 2003). Decision is the third
stage. A person is in the decision stage when they participate in activities that result in acceptance or
rejection of the technology or innovation. Individuals often seek a way to adopt the technology in a small
way, in effect trying out the technology before fully committing. This gives the individual an opportunity
to verify that the technology provides an advantage, which if it does greatly heightens acceptance (Rogers
2003). While overall rejection of a technology happens at this stage, it can occur throughout the process.

When this happens the individual ether actively rejects, meaning they were going to adopt and changed
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their mind, or passively rejects, meaning they never explore what adopting the technology means (Rogers

2003).

If an individual chooses to accept the technology the next stage for him/her is implementation.
Implementation is actual use of the technology and many things may occur at this stage resulting in
discontinuance of use. Problems in understanding how to fully implement the technology may happen.
However, a change agent is helpful in resolving issues and providing education on use. Further, those
who find new, or enhanced uses of the technology, called re-inventors, can provide added incentive for
adopters struggling with implementation. Re-inventors encourage customization to individual needs and

circumstances (Rogers 2003).

Confirmation is the final phase. At this point, the new adopter looks for support regarding their decision
to use the technology. Further, the adopter wants to be at peace about their decision and will seek for
reinforcement of their choice. However, if they receive too much information incongruent to their action
to adopt they may discontinue use. When discontinuance is chosen the adopter ether replaces the
technology or becomes disenchanted. This is known as disenchantment discontinuance, which happens
when the innovation does not meet with the standards and ideas the individual had imagined and he/she
simply stops using the technology. Replacement discontinuance happens when the person replaces the
technology with a competing innovation that he/she feels is superior to the previous (Rogers 2003). It is
also important to consider the specific attributes of a given innovation that could explain the rate of
adoption, such as relative advantage, compatibility, complexity, try ability, and observe ability (Rogers

2003).
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Relative Advantage

Relative advantage is the perception of how much better the technology is than its predecessor (Rogers
2003). The notion of relative advantage is defined as an idea that is perceived to improve or replace the
prevailing innovation (Rogers & Shoemaker 1971 and Rogers 1986). The status of motivation on the
perception of any innovation is based on fundamental benefits. The extent of relative advantage is precise
in economic terms, while the success of the factor subsides, its measure of the level of convenience and
benefits derived from the system. The implementation of a new technology does not matter much on the
objective (Sahin & Rogers 2006). The important issue is how an individual or organization perceive the
online tax system. The development of hypotheses on the innovation factor constructs according to
Rogers and Shoemaker (1971) actual adoption of an innovation is the function of either the level of its
compatibility and relative advantage derived from the adoption compared to the existing system.
Tornatzky and Klein (1982) found that relative advantage are constantly associated with the adoption of
the technology. In conclusion, the more individuals and organizations comprehend an innovation, the

more the rate of implementation by taxpayers’.

Compatibility

Compatibility is the degree to which the technology is in line with past experience, existing values, and
the needs of the person adopting (Rogers 2003). Compatibility is the process by which an invention is
perceived as reliable with the present structure, experience and values within the system (Rogers et al.
2004). It refers to the compatibility of the innovation with the prevailing system which includes the
software and hardware. The lack of compatibility with the application of any innovation by an
organization can affect its implementation (Atif et al. 2012 and Sahin & Rogers 2006). The compatibility
of a new system depends on how fast the integration of the new system to the existing practice (Tornatzky

& Klein 1982).
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In prior research, compatibility has reported significant effect on the user technology acceptance decision
(Fu et al. 2005). In Fu et al.’s (2005) opinion, compatibility represented the second largest determinant of
behavioral intention. Taxpayers’ tend to concentrate on the usefulness of a tax-filing method and may be
fairly pragmatic in developing general attitudes towards using it, and the compatibility of a tax filing
method with taxpayers’ practice is a crucial antecedent to their behavioral intention. Compatibility relates
to the person’s compatibility in dealing with government either using online or conventional mode, the
users feel that the electronic filing services rendered online are compatible with the way of dealing it
conventionally, in this perspective, the compatibility of the e-tax service has facilitated the users to
continue using the service (Hussein et al., 2010). And Hung et al. (2006) think that adopters ranked higher

scores in compatibility than non-adopters did.

Complexity

Complexity is defined as the degree to which new innovation is being perceived as relatively difficult to
practice and apprehend (Rogers, 2010). It represents how hard the individual feels it will be to learn and
adopt the innovation (Rogers 2003). Complexity is found to have a significant effect on adoption of
innovation evidence from the field of information system (Moore & Benbasat 1991 and Venkatesh &
Davis 2000). Correspondingly, the adoption of the online tax system by the taxpayers is being perceived
to be complex during the adoption of the system with low network connectivity and the process to be

followed in filling their data at first.

Try ability

Try ability is how much the individual can experiment with and use the new technology before full

adoption (Rogers 2003).
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Observability

Observe ability is how much the new technology can be seen in use, allowing members of the social
group to witness the effects of the innovation. Also remember that when a technology is more visible,
adopters have a greater opportunity to observe its benefits (Rogers 2003). Each of these attributes

influences the rate of adoption or how fast adoption happens (Rogers 2003).

In addition to the five attributes listed above there are four variables influencing diffusion. The first
attribute describes the type of innovation, whether optional, collective, or authoritative. The second is the
communications channel used, such as mass media or interpersonal. The third is the nature of the social
system such as degree of interconnectedness, and norms. The fourth is the extent of the change agents’
promotion efforts (Rogers 2003). An important factor is if the innovation is being considered for personal
use or as a part of an organization. Organizational innovation decisions are normally adopted slower than
an individual optional decision. Meaning the more people involved in adoption the slower the rate of
adoption. Further, when personal communication is used rather than mass media, adoption rates are
slower. Lastly, the degree of interconnectedness, and social norms, as well as the efforts of change agents

influence adoption rates at all stages (Rogers 2003).

2.1.2.3. Theory of Reasoned Action (TRA)

The theory of reasoned action (TRA) presents a model for predicting the intention to perform a behavior
based on an individual’s attitudinal and normative beliefs (Southey 2011). The theory holds that a
person’s attitude toward a behavior is determined by their salient beliefs about consequences of
performing the behavior and an evaluation of the outcome of that behavior (Talukder et al. 2008).
Behavioral beliefs in this context define the subjective probability that performing the target behavior will
result in consequences while evaluation refers to an implicit evaluative response to the consequence

(Talukder et al. 2008). Hence, with respect to adoption of innovation, the adoption decision is influenced
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by attitudes toward the use of the innovation and perception of what other people who are important to an

individual think about the adoption (Chigona and Licker 2008).

2.1.3. Other factors affecting the adoption of electronic tax filing

Government support

The government which is meant to be a motivator for the income taxpayers’ and make the environment
conducive has to support them fully in terms of policies and regulations. Hansen et al (2009) examined
government support during the start—up the rate that influences the long run of adoption of innovation. In
addition, Fernandez et al (1996) identify management and sectorial characteristics which determine the
range of government support received by innovation users in Spain. The finding showed that sectorial
differences were minimal with regard to the importance of government support and it showed a

significant correlation with government support.

Resistance to change

The term resistance to change has been identified and clarified mainly in the managerial and
organizational setting (Lahteenmaki et al. 2001). This explains resistance to change from the social
perspective point of view, to explore the reaction of income taxpayers’ to the adoption of an online tax
system. Turner and Apelt (2004) highlights the significant importance of exploring the resistance to
electronic tax filing system adoption as an innovation. Dent and Goldberg (1999) defined resistance to

change as a means to protect the individual from the effect of real changes.

Others

The decision whether to use or not to use electronic tax filing can be influenced by many things such as
the type of income earned by a taxpayers’, size of the business, location, business sector and other
attributes of business. Coolidge and Yilmaz (2014) agree that taxpayers’ with certain characteristics are
more likely to use electronic filing. In the main large businesses, located in urban areas, operating in
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capital-intensive sectors, and paying multiple taxes e.g. income tax, value-added tax (VAT), payroll taxes,
and excise taxes are most likely to use electronic tax filing. And in a similar fashion, taxpayers’ in the
high income bracket, with a complex income structure are most likely to e-file. In addition the availability
of reliable Internet access and electricity, capability in computer usage, awareness of electronic filing, and
knowledge about the process are important for taxpayers’ electronic filing decisions, said Coolidge and
Yilmaz (2014). Furthermore, it is also argued that taxpayers’ reporting payment of numerous types of
taxes or severe political instability are generally more likely to electronic filing, while those experiencing
difficulties in access to electricity are less likely to use electronic filing. Taxpayers’ who perceive more
corruption or informal treatment by government officials also appear more likely to file their tax returns

electronically (which allows them to avoid face to-face contact with bureaucrats).

As discussed by Gor (2015), the three theories and other factors discussed above are interrelated in one
way or the other. The constructs employed in TAM (PU and PEOU) can be perceived as fundamental
subset of innovation characteristics which are captured in the IDT. According to Lee et al. (2011), the
relative advantage construct in IDT is similar to the notion of the PU in TAM, and the complexity
construct in IDT captures the PEOU in the TAM. Moreover try ability communicates the relative
advantage of the innovation, a factor directly linked to PU. Furthermore the TRA also forms a subset of
IDT through the social system (e.g. individuals are more likely to perform an act if they perceive the

existence of greater social pressure from salient referents to perform that act (Talukder and Licker 2008)).

2.2.Empirical review

Since the development of the above mentioned theories, the question of what determines the adoption of
e-tax in general and e-filing in particular has been a major field in finance literature. Since then, several
studies have been conducted in developing and developed countries to identify those factors that have an
effect on the adoption of electronic tax filing. Given the time constraint, the advancement of technology
and the number of empirical literature available on the topic of this research it would have been quite

21



difficult to present the results of all the studies. Thus, the review of the empirical studies in this section on
the determinants of e-filing adoption has a particular focus on those that have been conducted since the
2000s. Although not specifically conducted in Ethiopia, this section highlighted previous studies and

some specific finding that deal with electronic tax filing matters.

Gor (2015) conducted the survey on factors influencing the adoption of online tax filing system in
Nairobi, Kenya. The researcher investigate factors influencing the adoption of online tax filing systems by
the medium tax payers in Kenya. The study combined the innovation diffusion theory (IDT), technology
acceptance model (TAM) and the reasoned theory of action (RTA) to present an extended innovation
diffusion model. The result of the survey found that positive increase in the relative advantage,
complexity, compatibility, system support, observe ability, organizational support, and social networks
positively influences the adoption of online tax filing system by the medium tax payers in Kenya. The
study further established that these factors considered collectively, supportive social system (measured by
observe ability, organizational support, and social networks) has the most significant influence followed
by perceived ease of use (measured by complexity, compatibility, and system support) and finally the
perceived usefulness (insignificant) of the innovation (measured by relative advantage). The findings
suggested a combined approach for evaluating innovation adoption by combining the innovation diffusion
theory (IDT), technology acceptance model (TAM) and the reasoned theory of action (TRA) to present an
extended innovation diffusion model for adoption of online tax filing systems which can help

organization decision makers in planning, evaluating and executing the use of the system.

Wang (2002) conducted an empirical study on the adoption of electronic tax filing systems. Using the
technology acceptance model (TAM) as a theoretical framework, this study introduced “perceived
credibility” as a new factor that reflects the user’s intrinsic belief in the electronic tax-filing systems, and
examines the effect of computer self-efficacy on the intention to use an electronic tax-filing system. Based
on a sample of 260 users from a telephone interview, the survey results found that the extended TAM in
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predicting the intention of users to adopt electronic tax-filing systems. The results also demonstrate the
significant effect that computer self-efficacy has on behavioral intention through perceived ease of use,

perceived usefulness, and perceived credibility.

Anna and Yusniza (2009) conducted a conceptual paper on the adoption of tax e-filing aimed to provide
insights into its facets, thus, providing useful input on the adoption and evaluation of the e-filing system
by users. It is predicted that many of these risk facets will be significant. Among the risks that could
possibly be significant are performance risk, psychological risk, time risk and privacy risk. The survey
finds that Psychological and time risks could possibly be prevalent for taxpayers’ who are not IT literate,
they may find themselves frustrated or anxious if a lot of time is spent learning about the e-filing system
and then find that the system does not function as they had hoped it would. Privacy risk may possibly be
a significant risk for e-filing adoption; this is because e-filing involves the transmission of taxpayers’
confidential information through the Internet. The potential benefits of the research as mentioned
includes; First, risk-reducing strategies could be formulated to encourage e- filing adoption such as
improved security features for the user interface. The risk-reducing strategies could be developed to cater
to the facets of risk that are the most prevalent in e-filing adoption. For example, if psychological risk is a
significant factor, the tax authorities could develop several methods of helping taxpayers e-file such as an
offering a web-based tutorial or a video that guides the taxpayers throughout the e-filing process. Second,
this research could identify the demographic characteristics of those with higher or lower inherent e-filing
usage risk. By identifying these, different advertising strategies could be targeted to a specific group of
people. This research could also be expanded to include different types of respondents such as paid tax
preparers and different types of taxpayers. Paid tax preparers are given the rights by their clients to
prepare their tax matters. They use the e-filing system for different types of clients and are more frequent
users of the e-filing system than taxpayers who file for themselves. It would be interesting to understand

which facets of risk are more significant to them. Different types of taxpayers such as companies may
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deal with more complex transactions than individual taxpayers, thus, they may emphasize different risk

facets when filing in the tax return form electronically.

Most recently, one study was made by Alice (2017) on factors influencing the adoption of the itax online
system among Small and Medium-Sized enterprises (SMEs) in Westland’s, Nairobi. The main objective
of the study was to establish the factors influencing the adoption of the itax online system among SMEs
in Westland’s, Nairobi County. From the study’s findings, the SMEs felt the itax online system was
useful. They believed that the introduction of itax was a beneficial idea. The study also found that the
SMEs felt the usage of the online system would not infringe on their privacy. Additionally, that the online
system would ease the process filing of tax returns. The study also found that majority of the SMEs
accessed internet at their business premises and found the monthly cost of internet to be affordable.
However, the computer hardware acquisition and maintenance costs were found to be relatively high.
Moreover, it was difficult to obtain finances to equip the business with the necessary Information
Technology (IT) infrastructure. The study concludes that the SMEs perceive the itax online system to be
useful, credible and easy to use, positively influencing its adoption. Another conclusion was that
significant gains had been made in Kenya’s broadband market to enhance internet penetration and make
internet affordable. However, the SMEs are faced with the challenge of high IT infrastructure set up costs
and difficulties in accessing finance to cover these costs. Consequently, this negatively influences the
adoption of the itax online system. The study also concludes that the commendable IT literacy skills and

tax knowledge that SMEs have, positively influences adoption of itax.

Fu etal. (2005) conducted a study on taxpayers’ intention on the acceptance of electronic tax filing. Using
the filing of personal income tax in Taiwan as an example of e-government services, this study integrated
two important theories (TAM and TPB), and discussed the factors affecting the taxpayers’ intention to
adopt a particular tax filing method (from Manual, two-dimensional barcode, or internet) based on
empirical data gathered from a large scale nationwide survey. The survey result founds that taxpayers’
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tend to concentrate on the usefulness of a tax filing method and may be fairly pragmatic in developing
general attitudes towards using the method. Interestingly, the effects of perceived ease of use, subjective

norms, and self-efficacy on behavioral intention were different from manual and electronic tax filers.

Bee (2008) conducted a Study of Taxpayers’ Perception of Adopting a Personal Tax E-Filing System in
Malaysia. The study’s primary goal was to examine taxpayers’ perception toward the electronic tax-filing
system which will influence their behavioral intention to adopt the system. Using the filing of personal
tax as an example, this study explores and understands Malaysian taxpayers’ perceptions towards
electronic tax-filing system and the impact on their behavioral intention to adopt. Thus, this study
integrates constructs from the Technology Acceptance Model (perceived usefulness and perceived ease of
use) with the new construct perceived risk. The results indicated that perceived ease of use, perceived
usefulness and perceived risk are significant indicators of taxpayers’ intention to adopt the electronic tax-
filing system. Since there are no prior studies on Malaysian electronic tax-filing system, this research
offers an understanding of the relationship among the three constructs in e-government services. Another
objective of this paper was to provide the tax authority with a preliminary reference to study the roles of
perceived ease of use, perceived usefulness and perceived risk to its electronic tax-filing system. Ease of
use, usefulness and risk are integral concepts of electronic tax-filing adoption. With the knowledge of the
factors that significantly influence taxpayers’ adopting electronic tax-filing system from this study, this

will also enable the authority to develop online services that will meet the needs of their taxpayers.

Asianzu and Maiga (2010) conducted a consumer based model for the adoption of e-tax Services in
Uganda. This study presented a model for e-tax adoption in Uganda as a developing country. The study
indicated that Uganda is one of the countries at the bottom among the developing countries in e-
government adoption and this is caused by the governments focus on supply-side factors, therefore, a
model needs to be developed to address the demand-side perspective of e- government adoption. The
consumer-based model presented in this study outlined the requirements for successful e-government
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adoption. Findings show these factors as important for e-government adoption: awareness, accessibility,
training, user support, local language, trust, attitudes, benefits, education and compatibility. These
requirements are added as external (independent) variables to TAMSs perceived usefulness (dependent
variable). Theoretically, the model is important to the implementers of e-government services in Uganda.
It is hoped that once adopted and applied in Uganda, the adoption rates of e-government services will
increase. The model is also generic and can be applied to other developing countries that have similar
contexts as Uganda. The study concluded that e-tax adoption rates in developing countries remain low
and so its benefits are not fully realized. This is because governments have focused largely on technical

supply-side factors with little emphasis on the demand perspective of e-tax adoption.

Bojuwon (2015) carried out a survey of factors influencing income taxpayers’ reaction towards e-tax
system adoption in Nigeria. This study found that taxpayers' trust, ease of use, compatibility, complexity,
relative advantage, government support, security and resistance to change are variables that influence
taxpayers' reaction towards an e-tax system in Nigeria. The significant factors are presented in the
following sequence: ease of use, compatibility, resistance to change, relative advantage security,
taxpayers trust, complexity and government support. The result of taxpayers’ trust revealed that it is
important to integrate the worries of taxpayers’ with regard to the security of personal information so as
to consider their willingness to engage in the adoption of the e-tax system. This paper presents the
significant importance of allowing for the ultimate role of government support when exploring the factors
that impact income taxpayer reaction towards adoption of e-tax system. Furthermore, Relative advantage,
ease of use, compatibility and complexity variables were recorded with high loading above the threshold
of 0.50. The respondents were with little computer skill and are adopters of the e-government on which
the itemized survey was conducted. This enables the income taxpayers’ to be more capable of assessing
how easy is to understand the system, how compatible is it with the existing filing system, how complex

is the system and to what extent do e-tax system claim to be more important than the traditional filing
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system in interacting with income taxpayers. It was found that relative advantage, ease of use,

compatibility and complexity are related to the adoption of a new innovation.

Even though it is not directly related to electronic tax filing, recently in Ethiopia, Tadesse (2015)
conducted survey on the Practice, Challenges, and Prospects of e-Government: The case of Ethiopian
Revenue and Customs Authority (ERCA) Large Taxpayers Office (LTO). The study aimed to examine
how well e-Government is recognized and comprehensively rolled out as a strategic tool to solve such
drawbacks on existing tax administration systems at ERCA LTO. As a result, the survey point out that
even though ERCA has been investing to reform its tax administration system, the changes made are not
harmonized with the national e-Government plan, focusing only to reach around 1,000 large taxpayers’
(than its potential capacity to expand the tax base), not striving towards bringing holistic e- Government,
and is mostly piecemeal. The overall level of satisfaction of large taxpayers on ERCA’s website as a
primary source of one-stop-shopping portal is also found to be only 52%. In terms of the stage of e-
Government, ERCA is found at its emerging stage where most of its e- Services are informational (static)
than transactional. Benchmarking of its e-Services with selected Sub-Saharan African countries has also
revealed that a lot has to be done for ERCA to evolve its e- Service to a stage where all its services are
integrated in seamless manner; fiscal transparency is enhanced; knowledge management (for example to

control tax evasion) is optimized; and e- Payment augments e-Filing.

Conceptual Framework

This study proposed a conceptual framework in which the determinants of electronic tax filing adoption
are perceived usefulness (measured by relative advantage); perceived ease of use (measured by
complexity and compatibility); and other factors (measured by Perceived risk, government support and

taxpayers’ resistance to change).
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TAM appears to be the most widely accepted model that explain the relationship between technology use
and perception. In addition to that, TAM (measured by relative advantage, complexity and compatibility)
together with the other factors used in this study because it has been applied in many on-line contexts to
determine user perceptions of system use and the probability of adopting an online system. TAM
suggested that users’ perceptions of both usefulness and ease of use are key determinants of technology
adoption (Davis, 1989). Since numerous studies have applied TAM to e-commerce transactions, it may
also assist in the understanding of electronic tax filing adoption. In this study, the TAM construct
comprises specific attributes to be considered as variables. These includes; relative advantage,
compatibility and complexity. So that, the following conceptual framework was formulated based on

TAM and other factors:

Figure 2.1: Conceptual Framework

Source: Own classification
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2.3. Knowledge gap and conclusion

This chapter presented a review of the available literature on perception on factors influencing the
adoption of technology innovation. The review discussed how technological innovation adoption is
affected by the perceived usefulness (PU) and the perceived ease of use (PEOU) in the technology
acceptance model and how the person’s attitude toward a behavior is determined by their salient beliefs
about consequences of performing the behavior and an evaluation of the outcome of that behavior in the
Theory of Reasoned Action (TRA), and the specific attributes of a given innovation that could explain the
rate of adoption, such as relative advantage, compatibility, complexity, try ability, and observability are

also discussed in innovation diffusion theory (IDT).

The review of the literature revealed the existence of knowledge gaps in respect of perception on factors
affecting the adoption of electronic tax filing system in Ethiopia. In the context of Ethiopia, the related
study conducted by Tadesse (2015) mainly assessed the practice, challenges, and prospects of e-
Government in Ethiopian Revenue and Customs Authority Large Taxpayers Office. Even if it tried to
identify the challenges of e-Government adoption in Ethiopia, this study failed to identify most of the
specific factors that affect electronic tax filing adoption significantly, because the main focus was an
assessment of e-Government aspects in Ethiopia. That means this study clearly fails to fill the knowledge

gap that exists in the area as far as it considers on the wide issue of e-government.

As per the review of the literature most of the empirical studies that have been conducted with the aim of
identifying factors affecting electronic tax filing adoption belong to other African and some Asian
countries. Furthermore, so far as the review of the literature discloses, since the introduction of electronic
tax filing system and subsequent initiatives done by Ethiopian Revenues and Customs Authority, no
studies have been conducted in Ethiopia to determine perception on the specific factors influencing the
adoption of electronic tax filing system. This could shed light on any challenges they may be facing in
adopting the electronic system hence necessitating this study. To the knowledge of the researcher, there
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appear to be no studies on factors that affect the adoption of electronic tax filing in Ethiopia. This gap in
knowledge together with the problems identified earlier necessitated the conduct of this study on

perception factors affecting the adoption of electronic tax filing in Ethiopia.
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Chapter 3: Research methodology

The preceding chapter presented the review of existing evidence on perception of taxpayers’ on factors
affecting the adoption of electronic tax filing system. The results from a review of the literature was used
to establish different determinants of electronic tax filing adoption. The purpose of this chapter is to
discuss the research methodology along with the detailed methods used in the study. The required data for
this study was collected using structured survey method and unstructured in-depth interview. It is selected
on the assumption that it helps to gather adequate information and is more relevant to determine opinions
of the taxpayers’ and helps to obtain the knowledge and experience from those taxpayers’ who are
familiar with the issue to identify the factors affecting electronic tax filing system based in Ethiopian

Revenues and Customs Authority.

The research describes the perception of different taxpayers’ and tax authority officials towards electronic
tax filing adoption factors. Hence, it is categorized as descriptive research. Data for this research was
collected from primary sources. Survey method and interview was employed in collecting primary data.
Survey is one method of descriptive research method that helps to gather data at a particular point in time
with the intention of describing the nature of existing conditions. Therefore, the adoption of survey design
in the study is helpful in order to represent a wider population; provides descriptive and explanatory
information and gathering of information that will not available from archive records. Questionnaire was
distributed to taxpayers’ found in Large Taxpayers’ Office, Eastern and Western Addis Ababa branch

offices. In addition to these, taxpayers’ and tax authority officials were interviewed.

Hence, this chapter is organized as follows. The first section 3.1 presents the broad objective of the
research along with the specific research objectives. Section 3.2 discusses the research approaches while
section 3.3 presents the method adopted in the study. Finally, conclusions and the relation between

research objectives/question and the different data sources are presented in section 3.4.
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3.1. Objective of the study

As already shown in the first chapter, the broad objective of this research was to assess perception of
taxpayers’ on factors that affect the adoption of electronic tax filing system at the Ethiopian Revenue and
Customs Authority; Large Taxpayers’ Office, Eastern and Western Addis Ababa branch offices. In line
with the broad purpose statement six specific research objectives and one research question were

formulated for investigation purpose.

Specific Objectives

a. To analyze how taxpayers’ perceived relative advantage influence electronic tax filing adoption.

b. To determine the extent to which taxpayers’ perceived complexity affect the adoption of
electronic tax filing system.

c. Toassess the impact of Compatibility as a factor in influencing electronic tax filing adoption.

d. To assess how perceived risk influence the adoption of electronic tax filing system.

e. To evaluate the existence of government support to taxpayers’ as a factor that affect electronic tax
filing adoption.

f. To analyze how taxpayers’ resistance to change affects the adoption of electronic tax filing

system.

In addition, the following research question was developed:

RQ-1. What other factors affect the adoption of electronic tax filing system in Ethiopia?

3.2.Research approaches

Research approach can be regarded as a blue print, a master plan that specifies the methods (Leedy &
Ormrod 2013). Thus, every research requires a research design that is carefully tailored to the exact needs
of the problem under investigation (Creswell 2009). Therefore, the philosophy of different methods
approaches were discussed in the next paragraphs.

32



Quantitative research, in this approach, an investigator relies on numerical data (Creswell 2003).
Researcher uses postpositive claims for developing knowledge, such as cause and effect thinking,
reduction to specific variables, hypotheses and questions, use of measurement and observation, and the
test of theories. The main advantage of this approach is that numbers are easy to work with data are
readily collected, coded, summarized, and analyzed. In addition, data collection is relatively quick and
less time consuming and free from bias. But, in this approach researchers know much about the collective
or average experience of research participants, and focus on theory or hypothesis testing rather than on

theory or hypothesis generation (Creswell 2003).

Qualitative research, on the other hand, is “an inquiry process of understanding” where the researcher
develops a complex, holistic picture, analyzes words, reports detailed views of informants, and conducts
the study in a natural setting (Creswell 2009). In this approach, the researcher makes knowledge claims
based on the constructivist (Creswell 2009) perspectives. This has advantage of design results mainly
from its flexibility to follow unexpected ideas during research and to explore processes effectively.
However, knowledge produced may not be generalized to other people or other settings and it is also

difficult to make quantitative predictions and to test hypotheses and theories.

The third research methods approach is mixed method approach in which the researchers build the
knowledge on pragmatic grounds (Creswell 2003). A major tenet of pragmatism is that quantitative and
gualitative methods are compatible which can help better understanding of the research problem. It is an
approach that combines or associates both qualitative and quantitative forms (Creswell 2009). Besides, as
an additional merit, the approach is not limited to one method or the researcher is not committed to only
one method which means the investigator is flexible. Considering the research problem and objective

along with the philosophy of the different research approaches, mixed research approach was found to be
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appropriate for this study. That is, to get the benefits of a mixed methods approach and to mitigate the

bias in adopting only either quantitative or qualitative approach.

3.3.Research Method adopted

As far as the purpose of this study was to assess perception of taxpayers’ on factors that affect the
adoption of electronic tax filing system in Ethiopia and the researcher wants to generalize the findings to
a population, the current study adopted mixed methods approach. Abera (2012) noted that mixed method
approach focuses on collecting, analyzing and mixing both quantitative and qualitative data. The use of
both quantitative and qualitative approaches in combination provides a better understanding of research
problems than either approach achieves alone. Mixed method research involves both collecting and

analyzing quantitative and qualitative data either sequentially or concurrently.

This study, therefore, consist of two phases in which a sequential mixed method characterized by the
collection and analysis of qualitative data in the first phase of research followed by the collection and
analysis of quantitative data in second phase. Qualitative data was used initially to have a better insight
and gain a richer understanding about the research problem. Moreover, it is believed that using the
gualitative method first (unstructured in-depth interview with tax authority officials and taxpayers’) lead
the researcher to consider other factors that could affect the adoption of electronic tax filing system beside
those determinants found in the literature. The qualitative data provides a supportive role in the study.
Weight typically was given to the quantitative data, and the mixing of data occurs when the initial

gualitative results informs the secondary quantitative data collection.

Therefore, in this study, the first phase was qualitative where its results used to inform the quantitative

components. In qualitative aspect, data was collected on factors that affect electronic tax filing adoption

and other potential country specific determinants through individual in-depth unstructured interview.
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Then, sequentially in the second phase quantitative data was collected through structured questionnaire.

The subsequent section presents the qualitative and quantitative aspects of the study.

3.3.1. Research Method: Qualitative Aspect

The purpose of the qualitative component was to understand the perception of taxpayers’ and tax
authority officials’ on the electronic taxation environment in Ethiopia and the factors affecting its
adoption. The rationale for qualitative aspect is to provide a general picture about the research problem
initially and to aid the quantitative method by exploring participants’ views in more depth. The qualitative
data was used to inform the quantitative component to be gathered next. In-depth unstructured interviews
was the primary data collection technique in this study for gathering data in qualitative methodologies.
The interview was conducted with 5 taxpayers’ from the three branches which totaled 15 responses.
Moreover, the interview was also conducted with 15 tax authority officials’ from the three branches
working in positions of customer service, electronic tax filing section and IT department. The interview
was also conducted to identify factors affecting the adoption of electronic tax filing system in Ethiopia
and to what extent these determinants exert impact on electronic tax filing system. During the interview,
the tax authority officials was asked about the major determinant factors, the measures taken to reduce the

effect of these factors, and their opinion regarding the matter.

The use of interviews is appropriate in obtaining either multifaceted or sensitive information, as well as
understanding concepts that require detail elaboration (Hair et al. 2007). Unstructured in-depth interview
was applied to this study, which both interviewer and interviewee initiate questions and discuss topics,
possibly less asymmetrical structure. It anticipated that this approach provided the researcher a more
accurate data to enhance the findings for this study. Twelve questions were developed as a guide for the
unstructured interview sessions, six for taxpayers’ and six for tax authority officials. However, these are

not the only questions asked. These questions were formulated with reference to the topic under study,
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that is: perception on determinants of electronic tax filing adoption. The unstructured in-depth interview

questions are attached in the last section appendix 1.

With regards to participant selection, inexpensive convenient sampling method known as ‘Random
sampling’ method was employed in the study to gain insight into information from a particular target
group of the respondent. It is a data collection methods of a qualitative research approach which typically
involves in-depth interview, group discussion, projective techniques and observation without formal
measurement. Initially, tax authority officers (IT, electronic tax section and customer service experts) and
taxpayers’ were contacted and briefed about the aim of the thesis. Accordingly, the interview was
conducted with fifteen tax authority officials in all the three branches and fifteen taxpayers’ from

respective branches. Each interview were conducted individually (independently).

3.3.2. Research Method: Quantitative Aspect

The quantitative aspect of the research method was intended to obtain data needed to generalize about
perception on factors that determine the adoption of electronic tax filing system in Ethiopia. Specifically,
the current study employed a survey design. Creswell (2003) stated that the purpose of survey is to
generalize description of trends, attitudes, or opinions from a sample to a population so that inferences
can be made about some characteristic, attitude, or behavior of this population. Moreover, as noted in
Fowler (1984 cited in Tsige 2013) it is also reasonable to use survey designs because of its benefits such
as the economy of the design and the rapid turnaround in data collection and identifying attributes of a
large population from a small group of individuals. Therefore, the adoption of survey design in this study
was helpful in order to represents a wider population, provides descriptive, inferential and explanatory
information, gather data on a one-shot basis, or gathering of information that will not available from
archive records (Yesegat 2009). The following subsections presents the main aspects of the survey design,

namely, population and sampling design, instrument design and actual conduct of the survey.
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3.3.2.1. Population and Sampling design

For this study, the target population was all 35,956 taxpayers’ from the three branch offices (1,156 from
large taxpayers’ office, 20,200 from East and 14,600 from West Addis Ababa branches) in Ethiopia who
are eligible for the online tax filing as the information gathered from respective branches in July 2017.The
intentions of the study was to generalize the findings to all eligible electronic tax filing users in Ethiopia.
Therefore, sample selection was needed to conduct the study. A sample selection about broader potential
respondents giving equal chance of selection is vital to increasing the representativeness of the sample

(Yesegat 2009).

Cooper and Schindler (2014) deem a sample frame to be a listing of all population elements from which
the sample will be drawn. In a study with the intention of statistically generalizing about large number of
taxpayers’, the sample frame from which potential respondents to be chosen have to be representative of
the population. Therefore, the target for the sample includes population consists of all taxpayers’ in
Ethiopian Revenues and Customs Authority Large Taxpayers’ Office, Eastern and Western Addis Ababa
branch offices. There are 35,956 (1,156 from large taxpayers’ office, 20,200 from East and 14,600 from
West) taxpayers’ in the three branches as the information gathered from respective branches in July 2017.

Therefore, the sampling frame for this study was all 35,956 taxpayers’ in the three branch offices.

The choice of a sample size has an effect on the reliability of a study. However, this does not mean that
large sample size always leads to high level of accuracy rather it is to indicate that sample size is one of
the factors that contribute to the credibility of a survey estimate. For the choice of sample size, different
researchers give different ideas. For example, Alreck and Settle (1995) noted that the choice of sample
size is normally made after considering statistical precision, practical issues and available resources (e.g.
cost and time). Fowler (1984 cited in Gebremeskel 2011) noted that there is no a single precise way for

the determinations of sample size hence there are a number of inadequacy for deciding on sample size.
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Therefore, it is better to see the sample size used by other researchers, because the sample size to be

decided is by considering the different goals to be achieved by a particular study.

The aforementioned points help us to consider different conditions in deciding on the desired sample size
like the availability of time and resources, and the aim of the research. However, if the final condition is
employed, Fowler (1984 cited in Gebremeskel 2011) indicated that, the level of precision increases
steadily up to sample sizes of 150 to 200. If the desire is to increase the sample size beyond this limit,
there is much more gain that is modest. In this regard, taking the available resources, time, budget, data,
and geographic distances into account, a sample size of 150 was feasible and taken from the 35,956 three

branch taxpayers’.

A sampling technique is the method of selecting some part of a population to be able to observe it and
infer something about the entire population (Thompson 2012). With regards to participant selection,
‘Random sampling’ method was employed in the study. Random sampling technique was selected
because during the study period there was no readily available list of all taxpayers’ categorized as users
and non-users of electronic tax filing system in the Ethiopian revenues and customs authority office.
Hence, initially the researcher classified 150 total samples in to 75 users of electronic tax filing system
and 75 non-users. Then, they were stratified by branches, namely, large taxpayers’ office, Eastern and
Western Addis Ababa branches. After categorizing the total sample in to 50% users of electronic tax
filing (75 samples) and 50% non-users of the system (75 samples), multi-stage-probability sampling
technique has been applied to make sure that all characteristics in the population are reflected in the
samples drawn from the three branches. The following table shows Sample size selection procedures by

using partial multi-stage-probability sampling.
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Table: 3.1. Sample size selection procedures by using stratified-multi-stage-probability sampling

Population Population Sample
Branch Total (Users) Sample (Users) (Non-Users) (Non-Users)
Populat | Total Total Freq
ion Users | %age | Frequ | %age | Non- %age | uen %age
ency Users cy

Eastern AA Branch | 20,200 570 | 31% 23 31% 19,630 | 58% 43 58%
Office

Western AA | 14,600 | 128 | 7% 5 7% 14,472 | 42% 32 | 42%
Branch Office

Large Taxpayers’ | 1,156 1,156 | 62% 47 62% 0 0% 0 0%
Office (LTO)

Total 35,956 | 1,854 | 100% | 75 100% | 34,102 | 100% |75 100%

Source: Ethiopian Revenue and Custom Authority and own computation

3.3.2.2. Survey Instrument Design

The adoption of the survey instrument is helpful to represents a wide target population, and generates
numerical data as well as to gather information that would not available from archive records.
Gebremeskel (2011) noted that in designing survey instruments caution needs to exercise in preparing
instructions and wording of questions to avoid ambiguity and enable the collection of the relevant data for
the research. The survey instruments that was used in this study was prepared in the form of structured
self-administered questionnaire served as the measuring instrument for the study. The survey
guestionnaire consisted entirely closed ended questions designed to investigate perception on factors that
affect the adoption of electronic tax filing system in Ethiopia. The questionnaires was initially prepared in
English and then translated into Ambharic. Copies of the English and Amharic versions of the taxpayers’

survey instrument along with the covering letters are presented at Appendices 2 and 3, respectively.

There are two parts to the questionnaire. The first part intended to gather background information about
respondents. While the second section concerned with questions related to perception on factors that
influence the adoption of electronic tax filing system specifically determinants of electronic tax filing
such as relative advantage, complexity, compatibility, perceive risk, government support and resistance to

change which measures variables of the study. In order to measure the items, the researcher used a
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Likert-type scale questions (i.e., “Strongly disagree” to “Strongly agree”) to provide respondents a wider
range of alternative where the level of agreements are represent by 1 to 5. Strongly agree to 5, agree to 4,

neutral to 3, disagree to 2, and strongly disagree to 1.

» Questionnaire reliability test (Cronbach’s o test)

Reliability test was carried out on the data collected through survey questionnaire used in this research.
The Cronbach’s alpha value was used to test the reliability of the items measuring each variable: relative
advantage, complexity, compatibility, perceived risk, Government support, resistance to change and
intention of taxpayers’ on electronic tax filing adoption. According to Hair et al. (2003), values of a
Cronbach’s alpha less than 0.6 is poor, 0.6 to 0.7 is moderate, 0.7 to 0.8 is good, 0.8 to 0.9 is very good
and above 0.9 is excellent. The results obtained as shown in table 3.1 indicates that the Cronbach’s alpha
value for the measuring items of independent variables and dependent variables. The Cronbach’s alpha
for relative advantage was low (0.675) compared with other variables, and was accepted base on the
minimum Cronbach’s alpha value. Table 3.2 and 3.3 below showed that the values of Cronbach’s alpha
for the items in the survey indicates that all the factors that influence electronic tax filing adoption are
above 60%, in addition the total reliability of the questionnaire was around 85.5%. Therefore, the research

tool was reliable and none of the items were deleted in the test, as the reliability of items was high.

Table 3.2: Total Reliability Statistics of the Questionnaire
Cronbach Alpha Number of Items
.855 46

Source: Survey results and own computation
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Table 3.3: Cronbach’s Alpha for each item

Items Number of items Cronbach's Alpha
Perceived Electronic Tax Filing Adoption | .798 3
Perceived Relative Advantage .675 9
Perceived Complexity .782 7
Compatibility .904 6
Perceived Risk .834 8
Government Support .869 8
Resistance to Change 791 5

Source: Survey results and own computation

3.3.2.3. Actual conduct of the survey

In this study, self- administered, structured questionnaire was used. The reason behind this is that the self-
administered questionnaires have the advantage of scanning a wide field of issues, population and
programs with low cost. The survey questionnaire have a cover letter which explain the purpose of the
study to encourage candidate response to the study. The letter also explain the anonymity of the
respondents would be maintained. Therefore, confidentiality and/or anonymity of the respondents’ was
assured as the respondents’ are not requested to provide their names or any other information that could
be used to identify them in person in the questionnaire and the research report. One hundred fifty survey
guestionnaires was distributed to randomly selected taxpayers’ in the three branches. The survey was
conducted between October and November 2017. The responses helped in gaining an in-depth
understanding of perception on factors influencing the adoption of electronic tax filing system by the

taxpayers’.

Following is a brief discussion of the response rate, non-response bias test and response

representativeness.
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Response rate, Non-response bias and response representativeness for quantitative aspect
The result of the study about the response rate, non-response bias and response representativeness is

presented as follows:

Response rate
The survey was conducted between October and November 2017.Questioners were distributed to
150randomly chosen taxpayers’. All the taxpayers’ survey respondents were located in Addis Ababa City.
Most of the respondents filled and returned the questionnaire on the spot, and some requested to return in
one-week period and through email. To increase the response rate, follow up reminder and telephone call
were made to the respondents requesting to remind them to return the questionnaires. Out of this sample,
22 questionnaires were not returned. One possible reason for not completing the questionnaires is the
subject of research itself (tax related) considered as difficult subject. This is based on the comment given

by the respondents through telephone when the researcher asks them to return the questionnaire.

Overall, 128 responses were received, giving a response rate of 85%. This shows that the response rate
considered as fair. Dillman (2007) suggests that the response rate for a personal delivery approach varies

considerably from the lower of 28 percent to the highest of 50 percent.

Non-response bias
To test if there is any non-response bias on the samples, a significance test analysis was performed
comparing the early responses to responses generated after follow-ups (Dillman, 1992). Therefore, in
order to decide whether the groups were significantly different from each other, the p-value was
examined. The result showed that 50 percent of the items have a p-value of less than 0.05, indicating that
the groups are not significantly different. While the results provide an indication that there was no
problem of response bias among the early and late responses in the Ethiopian Revenues and Customs
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Authority Large Taxpayers’ Office, Eastern and Western Addis Ababa branch office taxpayers’ sample. It
is important to note that they do not guarantee that the sample is free of non-response bias considering the

85% rate achieved.

Response representativeness
One method of establishing response representativeness is by comparing the respondent profile with the
entire population (Mclnnis, 2006). In this study, the responses were compared based on turnover and
work sector. The majority of the respondent in the survey responses was under the annual turnover of
below 1,000,000.00 Ethiopian birr. In terms of working sector, however, the percentage of the survey
responses was comparable to the total population. The majority of them are service. In sum, comparing
the survey responses with the total population on two criteria signifies no major differences. Thus, it can
conclude that the responses are representative of the total population (Ethiopian Revenues and Customs

Authority Large Taxpayers’ office, Eastern and Western Addis Ababa branch office taxpayers’).

3.4.Data Analysis

In assessing electronic tax filing adoption the data analysis is based on the reply by the respondents’ on
their degree of agreement or disagreement with each of the questions on a five-point Likert response
scale (Likert, 1932) that ranged from 5 “strongly agree” (scored as 5) to “strongly disagree” (scored as
1). The expected mean for an agreement to the statement of electronic tax filing adoption components is 5
or close to 5. However the analysis is based on how the mean response of the respondents’ is close to this
expected value. A large amount of researchers use this methodology, because it is relatively easy for
respondents to use, and responses from such a scale are likely to be reliable (Balzan & Baldacchino

2007; Lam & Kolic 2008).

For all questions a positive mean response more than 3 statistically suggests agreement with the
statement/question, a positive mean response less than 3 implies disagreement and a mean response of 3
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indicates indifferent or offsetting differences. All of the questions are coded in such a way that a positive
mean response of 4 and greater display that this component of electronic tax filing system adequately
contributed to the adoption of electronic tax filing system in Ethiopian Revenues and Customs Authority,
while a positive mean response less than 4 reveals that this component of electronic tax filing not
adequately contributed to the adoption of the system (Joseph, 2007). Even though the mean response
between 3 and 4 indicates the agreement with the statement, the interpretation implies, these areas are the
room for improvement of electronic tax filing system. The analysis involves instruments of descriptive

statistics like means, Standard deviation, frequencies and percentages.

Finally, the qualitative data gathered through interview is presented separately from the quantitative

approach and to be combined to analyze and conclude the results.

3.5. Conclusion and relation between research objectives and the different data sources

This chapter presented the research objectives and the method adopted to address them. It also explained
the quantitative, qualitative and mixed research approach with the method adopted for this study. In
connection to this, based on the underlying principles of research methods and the research problem
mixed methods approach has been chosen as appropriate to this research. Beside, this chapter puts
forward the necessary information about the sampling design and the data collection instrument. Finally,
the analysis techniques used in this study were presented. The link between research objectives and

different data sources on the other hand are presented in table 3.4 below.
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Table 3.4: Link between research questions/ hypotheses, name of variables and the different data sources

Research Question /Objective

Items in the self-administered questionnaires and

in-depth interviews

RQ1- What other factors affect the adoption

of electronic tax filing system in Ethiopia?

In-depth unstructured face-to-face interviews with
Ethiopian revenues and customs authority officials and

taxpayers’

To analyze how taxpayers’ perceived
relative advantage influence electronic tax

filing adoption.

Structured Self-administered guestionnaires

(Questions,1,2,3,4,5,6,7,8, and 9)

To determine the extent to which taxpayers’
perceived complexity affect the adoption of

electronic tax filing system.

Structured Self-administered questionnaires (Questions,

10,11,12,13,14,15, and 16)

To assess the impact of Compatibility as a
factor in influencing electronic tax filing

adoption.

Structured Self-administered questionnaires (Questions,

17,18,19,20,21, and 22)

To assess how perceived risk influence the

adoption of electronic tax filing system.

Structured Self-administered questionnaires (Questions,

23,24,25,26,27,28,29 and 30)

To evaluate the existence of government
support to taxpayers’ as a factor that affect

electronic tax filing adoption.

Structured Self-administered questionnaires (Questions,

31,32,33,34,35,36,37, and 38)

To analyze how taxpayers’ resistance to
change affects the adoption of electronic tax

filing system.

Structured Self-administered questionnaires (Questions,

39,40,41,42, and 43)
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Chapter 4: Results and analysis

The previous chapter presented the methodology used in the thesis. More specifically, the chapter showed
the different research approaches, methods of data collection and analysis adopted. This chapter presents
the results of the various data collection methods and analysis in the context of the existing knowledge as
reviewed in chapter two. As already shown in the first chapter, the broad objective of this research was to
assess perception of taxpayers’ on factors that affect the adoption of electronic tax filing system at the
Ethiopian Revenue and Customs Authority; Large Taxpayers’ Office, Eastern and Western Addis Ababa
branch offices. In line with the broad purpose statement six specific research objectives and one research

guestion were formulated for investigation purpose.

The study sampled 150 taxpayers’ in Ethiopian Revenues and Customs Authority; Large Taxpayers’
Office, Eastern and Western Addis Ababa branch offices. The results are based on 128 questionnaires
collected from the taxpayers’ and interviews made with taxpayers’ and tax authority officials. The
responses of taxpayers’ gathered through questionnaire were encoded in SPSS version 23 software. In this
case, each factor collected from the respondents’ was given a particular code. After the descriptive
analysis was made, the results are presented using percentages, mean and tables. Accordingly, this
chapter is arranged into four sections; the first section (4.1) presents survey result. Section (4.2) discusses
the interview result. This is followed by the analysis of results in section (4.3). Finally, conclusion for the

chapter presented in section (4.4).

4.1.Survey Results

This section presents the result and analyzes the data collected using self-administered questionnaire from
sample of 128 taxpayers’ of Ethiopian Revenues and Customs Authority; Large Taxpayers’ Office (LTO),
Eastern and Western Addis Ababa branch offices. The section will be categorized as 4.1.1 backgrounds of

the respondents’ and their Company and 4.1.2 Survey result on electronic tax filing adoption.
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4.1.1. Backgrounds of the respondents’ and Company profile

The purpose of this section is to show the demographic background of the respondents’ and their
Company profile from the survey result that conducted in Ethiopian Revenues and Customs Authority;
Large Taxpayers’ Office (LTO), Eastern and Western Addis Ababa branch office taxpayers’. The
following discussion presents the results of the survey as follows. Section 4.1.1.1 covers the respondents’

profile. Section 4.1.1.2 presents Company profile of the respondents’.

4.1.1.1. Respondents’ profile

The respondents’ characteristic whose perception was sought is outlined in table 4.1. It was observed that
there were more female than male with a ratio of 54.7:45.3. A greater part of the respondents’ was
between the age of 18 to 29 years and holds 57.8% of total respondents. This implies majority of
respondents are in the active age that can easily learn and understand electronic tax filing services if the
necessary infrastructures are put in place. In case of the educational qualification of respondents, the
survey revealed that about 75.8% of the respondents had bachelor degree while 17.2% had diploma and
3.1% had Master’s degree and above. Nearly 4% of respondents indicated that they were below grade
12.This result supports the findings of a lot of studies on technology acceptance, where users tended to be
young and had at least secondary school level of education. Obviously the respondents with knowledge of
accounting understands the concept and usage of electronic tax filing system than others. Thus, the survey
made to assess the areas of qualification of the respondents presented in table 4.1 indicated that 71.9% of
the respondents were qualified in accounting while management and economics qualified respondents
were 5.5% each. The rest 1.6% and 15.6% were qualified in business administration and other fields,
respectively. This means that majority of the respondents had at least the theoretical education on the
concept of electronic tax filing. In respect of knowing the position of the respondents, the result showed
that about 55.5% and 14.8% of the respondents, respectively were Accountants and Finance head while
7.8% of the respondents were both owners and others. The rest, owner& manager and manager were7.0%

each. In terms of Internet experience, the study found that 10.9% of respondents have no internet
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experience at all. The rest 89.1% have the trend of using internet, of course with different years of
experience. As indicated above 10.9% of the respondents have no internet experience, 54.7% used
internet for more than 5 year, while 7.8%, 10.9% and 15.6% used internet for below 1 year, 1 to 2 years

and 2 to 5 years, respectively.

Table 4.1: Demographic Characteristics of Respondents (Source: From Questionnaire)

Qn. No. VARIABLES CLASSIFICATION OF FREQUENCY | PERCENTAGE
VARIABLES
1 Gender Male 58 45.3%
Female 70 54.7%
Below 18 0 0.0%
2 Age 18-29 74 57.8%
30-55 49 38.3%
Above 55 5 3.9%
No formal schooling 0 0.0%
Below 12 grade 5 3.9%
12 grade complete 0 0.0%
3 Education Diploma 22 17.2%
Bachelor degree 97 75.8%
Master or above 4 3.1%
Accounting 92 71.9%
Management 7 5.5%
4 Field of Study Economics 7 5.5%
Business Administration 2 1.6%
Others 20 15.6%
Owners 10 7.8%
Owner and Manager 9 7.0%
Position in the Manager 9 7.0%
5 Company Accountant 71 55.5%
Finance and Accounts Head 19 14.8%
Others 10 7.8%
Internet usage Yes 114 89.1%
6 practice No 14 10.9%
Do not use 14 10.9%
Under 1 year 10 7.8%
7 Internet Usage 1-2 years 14 10.9%
years 2-5 Years 20 15.6%
Over 5 Years 70 54.7%

Source: Taxpayers survey and own computation
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4.1.1.2. Company Profile

Apart from the respondents’ profile presented above, table 4.2 below showed company summary of the
respondents. Accordingly, examination of survey respondents in terms of their company annual turnover
in the fiscal year 2009 E.C showed that majority of the respondents (33.6 %) had a total turnover of less
than 1,000,000 Ethiopian birr (ETB) and 20.3% had turnover more than ETB 1,000,000, while 18.8% and
11.7% of the respondents had a total turnover between 1,000,001 to 5,000,000and 5,000,001 to
10,000,000, respectively. According to Income Tax Regulation No. 78/2002, there are different categories
of business sectors. For this study, the sectors distribution of respondents was summarized in table 4.2. As
per the outcomes of the survey, about 60.2% of the respondents were engaged in service giving activities,
while 22.7% and 7.8% were engaged in merchandising/trade and manufacturing sectors respectively. The
rest (9.4%), were engaged in other business activities. The number of years a company has been in
business has an influence on its experience and level of usage of electronic tax filing system. For those
engaged in business for long implies they probably aware the existence of electronic tax filing system.
Accordingly, the respondents were required to indicate the number of years they have been in business
and findings of the survey showed that 46.9% of the respondents indicated that they had 1 to 5 years of
experience in business, 28.1 % of the survey respondents indicated that they had 5 to 10 years of work
experience, while 3.9% had less than 1 year of experience, the rest (21.1%) had more than 10 years of
experience in the business. In addition to the taxpayers’ years of existence in the business, the survey
result showed that 16.4% of the respondents are using electronic tax filing system to file their taxes, while
49.2% of respondents are filing their tax returns manually. The rest (34.4%) are using both the electronic
and manual ways to file their tax returns. Moreover, among the electronic filing users, 33.8% of them
used the system for 1 to 3 years, 26.2% between 3 to 5 years and the rest 18.5% and 21.5% used
electronic tax filing method less than 1 year and more than 5 years, respectively. Finally, based on the
results shown in table 4.2 below, 54.7% of respondents aware the existence of electronic tax filing system
in Ethiopia while 45.3% of the respondents’ doesn’t know about the existence of electronic tax filing
system in Ethiopia.
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Table 4.2: Company profile of Respondents (Source: From Questionnaire)
Qn. No. VARIABLES CLASSIFICATION OF FREQUENCY PERCENTAGE
VARIABLES

Up to 1,000,000.00 43 33.6%
1,000,001.00 - 5,000,000.00 24 18.8%
1 Annual Turnover | 5,000,001.00 — 10,000,000.00 15 11.7%
(ETB) Above 10,000,000.00 26 20.3%
Other 20 15.6%

Manufacturing 10 7.8%
2 Business Activity General Merchandise/Trade 29 22.7%
Service 77 60.2%

Others 12 9.4%

Less than 1 year 5 3.9%
Years in the 1-5 Years 60 46.9%
3 business 5-10 Years 36 28.1%
More than 10 Years 27 21.1%

Other 0 0.0%
Tax filing Method | Manual 63 49.2%
4 Electronic filing 21 16.4%
Both Methods 44 34.4%
Years of using Less than 1 Year 12 18.5%
Electronic tax filing | 1-3 Years 22 33.8%
5 3-5 Years 17 26.2%
More than 5 years 14 21.5%
6 E-tax filing Yes 70 54.7%
Awareness No 58 45.3%

Source: Taxpayers survey and own computation

4.1.2.

Enterprises in business, whether small or big, strive to survive and prosper in the market. To help achieve
these goals, businesses must adopt proper strategies. “One of the major developments of our time that
could provide the means for businesses to arrive at their desired goals is information and communication
technology (ICT) and the Internet” (Hassen & Svensson 2014). In this regard, the effective functioning of
electronic tax filing system provides a reasonable assurance regarding achievement of stated objectives to
ensure high levels of organizational performance to all the stakeholders. The proper assessment of each
factors of electronic tax filing adoption affect the overall effectiveness of the system. As indicated in the

literature section of this study the adoption of electronic tax filing system is determined by perceived

50

Examining determinants of electronic tax filing adoption




relative advantage of the system, perceived complexity, compatibility with prevailing trend, perceived
risk, government support and resistance to change by the taxpayers’. Hence, the general objective of this
study was to assess the perception of taxpayers’ on those factors that affect the adoption of electronic tax
filing system in Ethiopia. Therefore, based on the survey instrument through questionnaire, respondents’
were asked to scale their degree of agreement whether each items affect electronic tax filing adoption at

the Ethiopian Revenues and Customs Authority. The results are presented and analyzed as follows:

4.1.2.1. Perceived relative advantage as a factor influencing electronic tax filing adoption
The degree of relative advantage is expressed as economic profitability, social prestige, ease, control,
efficiency, convenience, usefulness, time saving, or in other ways. The survey made was based on those

components of relative advantage and the result is scaled as follows.

Table 4.3: Respondents’ perception on relative advantage of electronic tax filing system

No. Statements N Min Max | Mean | S.D

1 Electronic tax filing make it easier to prepare tax 128 1 5| 419 929
return.
Electronic tax filing allow to file tax returns

2 without the hassle of queues and waiting at the 126 1 5 3.93| 1.201
Income tax office.

3 Online filing of tax is beneficial. 125 1 5| 422 999

4 Electron_lc filing of tax gives greater control over 128 1 5| 405! 109
preparation and filing of tax return.
Electronic filing of tax allow to prepare tax return

5 .. . 128 1 5 3.94 | 1.114
more efficiently and effectively.

5 Electronic filing of tax is a more convenient way to 127 1 5 386 | 1.220
prepare tax return.

7 Using Electronic filing of tax save our time. 126 1 5| 4.25 .987

3 Using Electronic tax Filing speed up the tax-filing 127 1 5 4.97 849
process.

9 Using Electronic filing help to reduce errors in 126 1 5 362 | 1.379

preparing tax return

Valid N (list wise) 118

Source: Survey Results and Own Computation
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As indicated in the above table the mean value of the response computed based on Likert scale indicated
the average agreement of respondents’ on relative advantage of electronic tax filing system. The overall
mean of perceived relative advantage can be approximated to 4.04 which indicate an agreement in the

existence of relative advantage.

The highest mean 4.27 indicates that, majority of respondents’ agreed that using electronic tax filing
system speed up the tax-filing process in their respective tax authority office. In electronic tax filing
environment, time saving is one of the relative advantage to be enjoyed by users of the system. The result
of the survey was also in line with this theory which is indicated by mean value of 4.25. This means
majority of the respondents’ agreed that using of electronic tax filing save taxpayers’ time at the

Ethiopian Revenues and Customs Authority (ERCA).

The above table also indicated two areas where the electronic tax filing system of the Ethiopian Revenues
and Customs Authority needs improvement. The least mean 3.62 indicated that some of the respondents’
disagreed that using electronic tax filing help to reduce errors in preparing tax return. In percentiles 21.4%
of respondents’ disagreed and strongly disagreed with this statement while 15.9% of the respondents’
undecided or indifferent about the statement, and the remaining 62.7% of respondents’ either agreed or
strongly agreed that using the online system help to reduce mistakes in preparing tax return in Ethiopia.
This element of perceived relative advantage factor also indicated the highest standard deviation (1.379).

(Appendix 1V, RA09).

4.1.2.2. Perceived Complexity as a factor influencing electronic tax filing adoption

Perceived complexity factor of electronic tax filing system includes; the required mental effort, difficulty
of the system, simplicity, and other characteristics. The result of the survey indicated in the table below
showed that the degree of agreement ranged from 1 to 5 by respondents’ in all criteria’s of complexity
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variable. The overall mean of the complexity for the seven questions can be estimated to be 3.65, which is
relatively good. The highest standard deviation (1.214) of the response was shown in question number 15
which is about ‘the easiness of electronic tax filing system instructions to follow and use’. The highest
mean value of 3.80 indicated on table 4.4 confirm that majority of respondents’ agreed that the electronic

tax filing system at the Ethiopian Revenues and Customs Authority is not difficult to operate.

Subsequently, the mean value of 3.71 for two scales indicated on the table also confirm that majority of

the respondents’ agreed that using electronic tax filing is not complex and learning to use the system is

easy, respectively.

Table 4.4: Respondents’ perception on perceived complexity of electronic tax filing system

No. Statements N Min Max | Mean | S.D

10 Using Electronic tax Filing is not difficult to 128 1 5 3.80 905
operate.

11 Using Electronic tax Filing is not complex. 126 1 5 3.71 937

Using Electronic tax Filing doesn't requires a lot

12 of mental effort.

126 1 5 3.62 | 1.109

13 Learning to use Electronic tax Filing is easy. 126 1 5 3.71| 1.153

It is easy to input and modify data using

14 Electronic tax Filing method. 126 1 ° 3521 1185
Instructions for using Electronic tax filing system

15 . 127 1 5 3.63 | 1.214
is easy to follow.
Interacti ith Electronic tax filing process i

16 raction wi ronic tax filing process is 195 L 5 358 | 1.179

clear and understandable.

Valid N (list wise) 116

Source: Survey Results and Own Computation

The lowest mean value of 3.52 indicated that encoding and modifying data through electronic tax filing
method is easy under the Ethiopian Revenues and Customs Authority electronic tax filing system
package. In this regard, a total of 20.6% respondents’ disagreed and strongly disagreed while 16.7%

undecided on the matter (Appendix IV, CL05). Another lowest mean values of 3.62 and 3.63 indicated
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that using electronic tax system filing doesn't require a lot of mental effort and instructions for using
electronic tax filing system is easy to follow in Ethiopian Revenues and Customs Authority electronic tax
filing system, respectively. This implies, relatively most of the respondents’ disagreed on this statement

which the overall system instruction and effort requirement needs improvement.

4.1.2.3. Perceived Compatibility as a factor influencing electronic tax filing adoption

Compatibility of electronic tax filing system with present structure, past experience and values within the
system become an integral part of electronic tax filing system adoption. The bodies’ in charge of
information technology implementation are responsible to see the specific features of the system in order
to identify problems caused by failure of compatibility. Table 4.5 below presents the descriptive
parameters after an analysis of the responses to statements relating to the compatibility of electronic tax

filing system. The survey result and analysis on this issue therefore; is presented as follows.

Table 4.5: Respondents’ perception on perceived compatibility of electronic tax filing system

No. Statements N Min | Max | Mean | S.D

17 'Ijh_e cc_)st of purch_asmg a computer for electronic tax 126 1 5| 370 1.037
filing is not too high.
Using Electronic tax filing method fits well with the

18 way our company work style. 127 1 5| 3451173

19 | We are very skilled at using the Internet. 126 1 5| 3401303

20 | We know about using the Internet than most users. 125 1 5 3.10| 1373
The monthly internet cost of electronic tax filing is

21 greater than the manual filing method. 124 1 5| 3271205
The thought of using a computer to do electronic tax

22 filing do not make to feel apprehensive. 126 2 5| 410 913
Valid N (list wise) 114

Source: Survey Results and Own Computation
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Based on the findings presented in table 4.6 above, the overall mean value was found to be 3.49. This
implies that, the compatibility of electronic tax filing system with present structure and past experience
needs improvement. Respondents’ were asked to honesty access their level of internet usage skills. The
guestionnaire required them to indicate their own assessment of internet competency level. Table 4.5
above showed that majority of the respondents’ were not confident about their internet skills forming a
lowest mean value of 3.10. Moreover, the mean result of 3.27 showed that, taxpayers’ doesn’t believe the
monthly internet cost for electronic tax filing users is greater than the manual method. The survey result
also confirmed that, about 62.7% of respondents’ were collectively either agreed or strongly agreed that
the cost of purchasing a computer for electronic tax filing is not too high with a relatively highest mean

value of 3.70 (Appendix IV CP01).

4.1.2.4. Perceived Risk as a factor influencing electronic tax filing adoption

Risk become an integral part of the electronic tax filing environment for adopters of the service have than
non-adopter. Fu et al. (2006) indicated that taxpayers’ may not adopt a system if they perceive that the
electronic filing system is lacking in security features. In technology adoption researches and theoretical
academic literatures, perceived risk has been considered as a significant factor for technology adoption.
The tax authority is responsible to identify and assess risk factors caused by the adoption of electronic tax
filing system. There should be strategies of identifying risk, system to respond to risk and reduce the risk.

Table 4.6 below presents the descriptive statistics after an analysis of the responses to statements relating

to perceived risk associated with electronic tax filing adoption by the taxpayers’.
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Table 4.6: Respondents’ perception on perceived risk of electronic tax filing system

No. Statements N Min | Max | Mean | S.D
Private information could be logged by unauthorized
23 | parties and subsequently disclosed without our consent 127 1 5| 3.10|1.167

when using electronic tax filing system.

The security system built into the Electronic tax filing
24 | system is not strong enough to protect our company 124 1 5| 3.45|1.077
account.

We are not confident over the security aspects of

25 Electronic tax Filing. 125 ! °| 3221182
26 P_n_vacy is not well maintained with Electronic tax 124 1 5| 3024|1143
Filing system.
By using Electronic tax Filing system tax information
21 will be used by others without our knowledge. 123 ! | 328 Llm
08 Internet hackers_mlght t_a_ke control of tax information if 124 1 5| 3920|1182
we use Electronic tax Filing system.
Considering the expected level of service performance
29 | of the Electronic tax Filing system, using it will be 126 1 5| 3.27|1.148
risky.
30 Electronic tax Filing system server is not perform well 125 1 5| 320 1122

and process data transmission incorrectly.

Valid N (list wise) 102

Source: Survey Results and Own Computation

As summarized in the above table, the minimum response to each items of risk is 1 and the maximum is
5. Risk is comparatively the third factor that have a minimum overall mean value (3.23) next to resistance
to change and government support factors. Respondents’ were relatively agreed that the security system
built into the electronic tax filing system is not strong enough to protect their Company information.
50.8% of the respondents’ strongly agreed and agreed, 19.3% replied disagreed and strongly disagreed,
and 29.8% were indifferent on the statement with a mean value of 3.45. The survey result also indicated
that 59.8% of respondents’ strongly disagreed, disagreed or undecided, and the remaining 40.2% agreed
or strongly agreed that private information could be logged by unauthorized parties and subsequently

disclosed without their consent when using electronic tax filing system mean with a mean score of 3.10.
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(Appendix IV, PR0O1). This element of perceived risk degree of agreement varied among respondents’

with a standard deviation of 1.167.

The mean value of other items in the risk component of electronic tax filing system, except, the highest
and the lowest scores falls between 3.20 and 3.28 which indicates that there is a room for improvement

regarding the perception of taxpayers’ on the risk of adopting electronic tax filing system in Ethiopia.

4.1.2.5. Government Support as a factor influencing electronic tax filing adoption

An ongoing support and monitoring of electronic tax filing system is vital to ensure whether the
implemented system is achieving desired objectives. This is about the government to motivate taxpayers’
for the adoption of the system and make the environment conducive in terms of policies and regulations.
Government facilitating conditions encompasses resource and other provisions such as internet
connection and training. Government provisions of resources and training on how to file tax returns
online could lead to increased adoption rate which ultimately facilitates the diffusion and utilization of the

system. The result and interpretation of the survey is presented as follows.

Table 4.7: Respondents’ perception on government support aspect of electronic tax filing system

No. Statements N Min | Max | Mean | S.D
It is easy to get support from the authority if we need

31 help in using Electronic tax filing system. 127 ! | 3291298
There is responsible body or department in charge of

32 controlling the electronic tax filing activity in ERCA. 127 ! 5| 34911097

33 The tax authority has provided enough training on 126 1 5| 2791209

electronic tax filing system.

34 Due to Weal-< internet connection, it is difficult to file 127 1 5| 363 1.246
tax electronically.

The tax authority facilitate conditions in implementing
35 | rules and regulations of electronic tax within the legal 125 1 5| 290 |1.084
framework?

There is much done by the authority on follow-up

issues regarding electronic tax filing system.

36 123 1 5| 2891118
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Our company believe that the government has enough

37 . 125 1 5| 3.17|1.287
resource to implement the system.
The tax authority put in place enough measures to

38 | ensure that taxpayers’ know how to use the online tax 127 1 5| 2.83| 1352
filing system.
Valid N (list wise) 111

Source: Survey Results and Own Computation

An overall mean result of government support components in the above table (Mean=3.12) indicated that
there are possible areas of improvements. The highest mean of 3.63 indicates that, relatively majority of
respondents’ agreed that the existence of weak internet connection make electronic tax filing process
difficult in Ethiopia, which needs improvement. In an effective deployment of any system, existence of
responsible body or department in charge of controlling the electronic tax filing activity leads to obtain
organizational objectives. In this regard, respondents’ were asked to indicate their view on the availability
of assigned body or department at the tax office. Majority of the respondents’ (53.5%) strongly agreed
and agreed on the statement that the tax office has enough staff in charge of controlling the electronic tax
activity, only 10.2% and 6.3% of the respondents disagreed and strongly disagreed. 29.9% of the
respondents’ were neutral on the statement. This result was in line with this theory which is indicated by
mean value of 3.49. This means, majority of the respondents’ agreed that the tax office have separate

section which enables it to achieve its objectives.

The above table also indicated three areas; where the support from government in an electronic tax filing
environment of Ethiopian Revenues and Customs Authority is not satisfactory. The least mean 2.79
indicated that majority of the respondents’ disagreed that the tax authority has provided enough training
on electronic tax filing system. In percentiles, 40.5% of respondents’ disagreed with this statement while
30.2% of respondents’ either agreed or strongly agreed. This implies, there were few respondents’ that
strongly agreed and agreed with the provision of enough training in Ethiopia. The remaining 29.4% were

indifferent about the statement. (Appendix IV, GS03).
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From the table it is also indicated that there is a doubt by the respondents’ whether the tax authority put in
place enough measures to ensure that taxpayers’ know how to use the online tax filing system (mean
2.83) and this element also indicated the highest standard deviation (1.352). Finally, the mean value of
2.89 implies that majority of respondents’ were not agreed that the tax authority have done much on

follow-up issues regarding electronic tax filing system at the Ethiopian Revenues and Customs Authority.

4.1.2.6. Resistance to Change as a factor influencing electronic tax filing adoption

Resistance to change represents the reaction of taxpayers’ to the adoption of an online tax filing system
without tangible reason. Or, it is the intention of individual’s to perform something based on an attitudinal
and normative beliefs. The survey result from the respondents’ on resistance to change is presented as

follows.

Table 4.8: Respondents’ perception on resistance to change factor of electronic tax filing system

No. Statements N Min | Max | Mean | S.D

39 Itis l_)gtter the tax authority makes usage of electronic 126 1 5| 3929|1436
tax filing mandatory.

40 Our corr_1pany is using electronic filing because most 125 1 5| 266 | 1257
companies we know use the system.

a1 Our cqmpany get enough co_n_vmcmg reason from the 125 1 5| 306! 1328
authority to use electronic Filing for our tax return.

42 We can correctly calculate the_taxes we should pay to 126 1 5| 306 | 1355
ERCA manually than electronics system.

43 | We have reason for using electronic tax filing. 125 1 5| 294 |1.300
Valid N (list wise) 115

Source: Survey Results and Own Computation

Table 4.8 provides the results of the responses on statements seeking to find out the perception of
taxpayers’ towards the resistance of adopters for system change. The highest mean (3.22) implies that,

majority of respondents’ believe that the tax authority should make usage of electronic tax filing system
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mandatory for all eligible taxpayers’. In the other word, the tax authority achieve its objective when all
the branches avoid manual filing of tax returns. Cumulatively 54.0% of the respondents’ strongly agreed
and agreed that it is better the tax authority makes usage of electronic tax filing system mandatory. Only
19.0% of the respondents” were strongly disagreed, 15.1% disagreed and 11.9% of the respondents’ were

neutral on the statement.

Respondents were also asked how other companies they know influence them to use or not use electronic
tax filing system. Majority of the respondents’ (50.4%) strongly disagree and disagree on the statement;
only 12.0% and 12.0% of the respondents’ strongly agree and agree. The rest (25.6%) of the respondents’
were neutral on the statement. In the same accord, the respondents’ were asked if they got enough
convincing reason from the tax office to use electronic tax filing system. Accordingly, 40.8% of the
respondents' were strongly agree and agree that the tax office provide substantial reason to use the system.
43.2% of the respondents’ were strongly disagree and disagree on the statement. The rest (16.0%) of the
respondents’ were neutral on the statement. With regard to the accuracy of the system, respondents’ were
asked to indicate their perception on how the system accurately calculate tax returns than manual way of
filing. Then, the survey data showed that, 46.8% of the respondents’ strongly agree and agree that they
can correctly calculate tax returns they pay manually than the electronic filing system with a mean value
of 3.06. 38.1% of the respondents’ were strongly disagree and disagree, while the rest (15.1%) were
neutral on the statement. Likewise, 38.4% of the respondents’ indicated that they have reason for
using/not using the system with a mean score value of 2.94. 12.0% and 36.0% of the respondents’ were
strongly disagree & disagree respectively on the statement. The rest (13.6%) were indifferent on the

statement.

4.2. Interview Results
In depth interviews were conducted with ten taxpayers’ and tax authority officials’ in each branches
independently at different times. This aimed at obtaining the respondents’ perception on electronic tax
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filing system. Moreover, it is believed that using unstructured in-depth interview with tax authority
officials and taxpayers’ lead to consider other factors that could affect the adoption of electronic tax filing
system beside those determinants found in the literature. The interview questions were fully unstructured
and focused on the identification of respondents’ perception on factors affecting the adoption of electronic
tax filing system in general. More specifically, it focused on how those factors can influence system
adoption and expected benefits from the electronic tax filing system. Therefore, the following section

presents the results of in-depth interview.

Factors affecting the adoption of electronic tax filing system
According to an interview with taxpayers’ and tax authority officials, the factors that affect electronic tax
filing adoption can be grouped as environmental, security and human resource. The determinants
classified under the environmental category includes factors such as lack of legal and regulatory
framework and lack of adequate ICT infrastructure. The security category includes the relative
disadvantages (perceived risk) associated with the adoption of electronic tax filing system. The last

human resource factor includes lack of capable staff members who can properly file tax returns properly.

As per the interview conducted with taxpayers’ and tax authority officials, among the environmental
factors listed above, lack of legal and regulatory framework about electronic tax filing adoption
significantly contribute for lower uptake of the system in spite of the authorities’ focus towards increasing
the adoption rate. Electronic tax filing system is not currently covered in Ethiopian legal system. Lack of
such legal framework may thus hinder the introduction of cost effective modern technologies of such
type. It is obvious that, the existence of an adequate legal structure and security framework could
encourage and/or enforce users to be aligned with the requirements. However, respondents’ especially
Customs officials revealed that lack of such framework which could make usage of the system mandatory
was considered as barriers faced by the tax authority for the adoption of electronic tax filing system in
Ethiopia. Likewise, as per the interview conducted with one of the electronic tax filing section head prove
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the same that, Ethiopia does not have special legal framework on the usage of electronic tax filing system
or it is not yet included in the tax regulation which directly results a very low acceptance rate. Since there
was no such legal framework in the country, taxpayers’ cannot be enforced to implement the system. So,
lack of legal and regulatory framework about electronic tax filing system in Ethiopia was one basic

barrier or factor that affect its adoption rate.

In addition, the other environmental factor which was lack of adequate ICT infrastructure also affects the
adoption of electronic tax filing system. An interview script revealed by respondents’ indicate that,
despite the recent improvements made by Ethiopian government on the national infrastructure, the overall
ICT infrastructure in Ethiopia remains inadequate. Significant challenges to these plans include, lack of
adequate financial and telecommunication infrastructure for the adoption of new technologies. The poor
guality of telecommunication network service was a major obstacle to effectively deliver electronic tax
filing services. The current ICT infrastructure and internet access in Ethiopia is not sufficient to use
electronic tax filing system. Due to such problem, users of electronic tax filing system are filing their tax
manually by shifting from the electronic service, and some of the electronic tax filing users also file their
tax through the help of tax authority officials via government computer at the end of each month, which
makes taxpayers’ to feel risk of exposing their company data. Government initiatives are the most
significant and major driving factor determining the extent and deployment of electronic tax filing system
adoption. Moreover, as per the interview conducted with the head of electronic tax section at the
Ethiopian Revenues and Customs Authority Western Addis Ababa branch office confirm that, the
functional limitation of the current internet infrastructure is still a challenge experienced by many
taxpayers’ and the authority which needs to be addressed by the Government of the country. And the
largest number of interview respondents’ prove that, the government was not doing much on the entire
electronic tax filing system compared with the national ICT policy, global technology advancement and

the excess number of years since the introduction of the system in the country. Therefore, lack of such
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infrastructure to use electronic tax filing system also recorded as one factor that affect its adoption

adversely.

The interview result also shown that, relative disadvantages (perceived risk) of security factor was one of
the determinant of electronic tax filing adoption in Ethiopia. Respondents’ participated in this interview
were asked whether security issue is raised with the use of technological facility. Accordingly, most of the
taxpayers’ who were not using the system stated that, security is the main concern that hinders their
company from using technological facilities. Moreover, those taxpayers’ that are using the system are also
in fear of security risk which might expose their financial information. Therefore, fear of risk is one of the
factor that hinders the adoption of electronic tax filing system in the country. Similarly, lack of
confidence with the security issue is considered as a barrier for the adoption electronic tax filing system.
This result indicates, security risk as hindrance factor for the adoption of electronic tax filing system in

Ethiopia.

The basic issue related with human resource factor for the adoption of electronic tax filing system is the
absence of capable staff in charge of implementing and using the system. The largest number of
interviewed taxpayers’ and customs officials revealed that, this factor have its own impact on the adoption
the electronic tax filing system. The interview result showed that, unfamiliarity with the service provided
through electronic tax filing system, resignation of already trained employees, lack of technical and
managerial skills on the use of technological innovation and absence of skills to implement electronic tax
filing system are considered as barriers for its accurate adoption in Ethiopia. Moreover, as a major human
factor, those individuals hired by the taxpayers’ to file monthly tax return doesn’t need the system fearing
loss of their job if their employers decided to implement the system. Correspondingly, most of these
individuals lack awareness about technology as well as technical terminologies which considered as

barriers to the adoption of electronic tax filing system in Ethiopia.
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Expected benefits from electronic tax filing system
As per the interview conducted with taxpayers’ and tax authority officials, an advantage that is expected
to be gained from the adoption of electronic tax filing system covers both direct and indirect benefits.
Direct benefit includes; savings on operational cost, improved organizational functionality, productivity
gain, improved efficiency, saving of time and increased profitability. Indirect benefit includes; the
opportunity or intangible benefits such as improved taxpayers’ satisfaction through improved services by
the tax authority. In this interview two basic electronic tax filing adoption benefits are indicated, these are

ease of use and system usefulness.

Ease of use
One of the basic benefit related with the use of electronic tax filing system is ease of use. Electronic tax
filing service reduce the workload over the tax authority staffs compared with the traditional manual
filing. On the other hand, electronic tax filing service enables taxpayers’ to file their tax in a more
convenient way. An interview result conducted with tax authority officials indicated that, ease of use as a
benefit of implementing electronic tax filing system, simplified their tax filing tasks, which almost all the
tax authority interview respondents’ considered the system as an option less tool that directly improve
customer satisfaction. Moreover, all have agreed on the importance of electronic tax filing service
because of its easiness to deliver service to taxpayers’. On the other hand, taxpayers’ have also shared the
tax authority respondents’ view that through electronic tax filing system they can simply file their tax
online with just a click of mouse and a touch of button. In this interview, taxpayers’ also confirmed that,
electronic tax filing system provides all the users with freedom of location. Also, it was suggested that,
the more complex a new technology is perceived to be, the less likely it will be adopted and the more ease

of use the more likely to be adopted.

System usefulness
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Usefulness is a good factor to measure the success of electronic tax filing adoption. Perceived relative
advantage has a positive influence on the adoption of electronic tax filing system. In this interview two
basic electronic tax system adoption usefulness benefits with some other associated benefits are indicated,

these are time and cost.

Time saving
According to an interview result, one of the basic benefits considered in the adoption of electronic tax
filing system was that it saves time to accomplish tax activities both for the tax authority as well to
taxpayers’. Taxpayers’ have confirmed that, keeping all the challenges, by using the system, taxpayers’
can get the service of Ethiopian Revenues and Customs Authority instantly and available 24 hours a day
and 7 days a week and let them to make transactions from their home which indicates that, without
visiting the tax office taxpayers’ can get the tax authority service by using electronic tax filing system.
Time saving was considered as a major benefit of electronic tax filing system adoption by all the
respondents’. The largest number of tax authority officials’ agreed that, using electronic tax filing system
helps them to perform activities within a short period of time. One of the implications of electronic tax

filing system is that it should reduce the need to visit tax authority branches to get services.

Cost saving
Cost minimization is an important goal for most business organization in addition to profit maximization.
According to the interview, cost minimization as an advantage of using the system can be seen from two
perspectives. First, from the government perspectives, by using electronic tax filing system Ethiopian
Revenues and Customs Authority save a lot of costs. In the long run the tax authority can save money by
decreasing branch employees. This way of cutting transaction cost results in higher profit margin for the
government. It is noted that, the combination of higher technology and higher skills results higher

turnover for the government as they have been able to provide better customer support and manage their
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assets as well. Second, taxpayers’ can get services at lower costs compared with traditional manual

method, because, it is inexpensive to make transaction over electronic tax filing system.

According to the interview result, tax filing through electronic method was at a lower cost. These result
implies, using of technological tools such as internet resulted in performing of tax filing duties at lower
cost. Similarly, it was pointed that, the basic benefit a taxpayer could gain from the adoption of electronic
tax filing system is cost minimization, in which all of whom found, cost minimization as an important

factor for the adoption of electronic tax filing system.

Other Benefits
In addition to the benefits stated above, there are also different benefits which the government and
taxpayers’ can attain from the adoption of online electronic tax filing system. The other benefits of
electronic tax filing system identified in the interview are improving of customer satisfaction through
enhancing speed and efficiency, reduce number of customers come to the tax authority hall, reduce the
work load of Ethiopian Revenues and Customs Authority staffs, increase the government productivity by
increasing reliability and accessibility of services and create better relationship among stakeholders.
Moreover, if the tax authority can use sufficient technological tools to deliver services, it would not be

limited by geographical location to provide its service.

4.3. Analysis
As stated in chapter 2 the broad objective of this thesis was, “To identify factors that affect electronic tax
filing adoption in Ethiopia”. Accordingly, based on the outputs presented previously, this section presents

the discussion of survey results along with the interview result.

The analysis of results was based on the theoretical framework and the data collected through the data
collection instruments. The data was analyzed in light of the broad research objective, specific objectives
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and research question stated. Hence, the analysis focuses on the results of the survey for the selected
technology/innovation adoption factors that have an impact on electronic tax filing adoption. These
selected factors are perceived relative advantage, perceived complexity, compatibility, perceived risk,
government support and resistance to change. Moreover, the study also analyzed the results of the

interviews in combination with the quantitative output.

Hence, relying on the survey responses of taxpayers’ and interview result with tax authority officials and
taxpayers’, the researcher came up with findings which were used to make conclusions and the related

recommendations.

4.3.1. Perceived Relative Advantage

Concerning perceived relative advantage, majority of the respondents’ strongly agree and agree that
relative advantages of electronic tax filing system (like; help to prepare tax returns easily, give greater
control over preparation and filing of tax returns, helps to prepare tax return more efficiently and
effectively, convenient way to prepare tax return, time saving, reduce error, etc.) positively influence the
adoption of electronic tax filing system in Ethiopia. The survey result indicated in table 4.3 on the
perception of taxpayers’ regarding the relative advantage of electronic tax filing system have an overall
mean value of 4.04. This indicates that, most of the taxpayers’ agreed with the existence of relative
advantages associated with the introduction of electronic tax filing system in Ethiopia. On the other hand,
there are relatively two areas of deficiencies in perceived relative advantage with a mean value close to
3.00 but above. First, not all taxpayers’ perceive using electronic tax filing help to reduce errors in
preparing tax return (mean 3.62), and electronic filing of tax is a more convenient way to prepare tax
returns (3.86). The findings of this study agreed with those of other researchers as discussed in the
literature review. According to Rogers (2003) the more an individual perceives an innovation provides
them with a relative advantage, for example economic profitability, social prestige, or in other ways, the
more likely they are to adopt it. It is expected that if an innovation is perceived as being better than the
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idea it supersedes, it is assumed that adoption rate will increase. This factor can be exploited to improve
electronic tax filing adoption. In contrast, if taxpayers’ perceive that electronic tax filing doesn’t have any
related advantage, they might continue using the manual way of tax filing and attempt to avoid the
electronic system. Most of prior literature has shown that perceived relative advantage positively related
to the adoption of new innovations (For instance, Barros 2010 and Bojuwon 2015). Therefore, the result
of this research was consistent with previous researches that shown a positive relation between relative

advantage and electronic tax filing adoption.

Similarly, the interview result with taxpayers’ and tax authority officials support the above findings that
relative advantage is one of the major factor that affect electronic tax filing adoption positively.
Taxpayers’ and tax authority officials expressed the relative advantages of electronic tax filing adoption
in terms of ease of use and system usefulness. More specifically, respondents’ confirmed that, electronic
tax filing system reduce the workload over the tax authority staffs compared with the traditional manual
filing, it makes service delivery to taxpayers’ easy, enables taxpayers’ to file their tax in a more
convenient way, provides taxpayers’ with freedom of location, saves time to accomplish tax activities
both for the tax authority as well to taxpayers’, let taxpayers’ to get the service of Ethiopian Revenues and
Customs Authority instantly and make transactions from their home. These all indicates, an increase in

relative advantage of the system lead to an increase in the adoption rate.

The implications of interview result indicates relative advantage as one key factor that influence the
adoption of electronic tax filing system in Ethiopia. Even though the coefficient of regression result was
not positive as expected, most of the interview respondents’ confirm relative advantage as a significant
predictor of electronic tax filing adoption explained by time saving, cost minimization, efficiency, etc.
Knowing this information is valuable to advocates of the system because it helps them understand what
attributes of electronic tax filing system will persuade more members of eligible taxpayers’ to adopt the
program. If adoption rates increase, it is assumed taxpayer’s will save money and so will the government.
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Furthermore, according to interview response, the degree of relative advantage was expressed as
economic profitability, effectiveness, social prestige, greater control of finances, ability to manage more
efficiently, usefulness, how much advantage and convenience it offer to users and how it makes
conducting tax transactions easily. In general, users of the system are enjoying the convenience of being
able to perform transactions online from home, work, or wherever is convenient at a reduced cost and at

any time of the day.

In general, perception of taxpayers’ on the relative advantage of electronic tax filing system in Ethiopia
can be ascertained as one of the determinant factor which affect online tax filing adoption positively
because the system makes tax return preparation easy, enhance control over transactions, allow efficient
tax return preparation, convenient, useful and save time that result in more users adoption to achieve set

objectives.

4.3.2. Perceived Complexity

Perceived complexity represents how hard the individual feels it will be to learn and adopt the innovation
or it is the level of difficulty the taxpayer’ perceives to use electronic tax filing (Rogers 2003). The results
of the survey respondents’ of this study showed that learning, using, following instructions, interactions,
encoding and modifying data through electronic tax filing is not difficult/complex, doesn’t requires a lot
of mental effort, easy and understandable to taxpayers’ at the Ethiopian Revenues and Customs Authority.
The survey result also showed the majority of taxpayers’ feel that the electronic tax filing system
implemented in the country is not difficult to operate and it doesn’t affects their decision to adopt and/or
continue to use the system with an overall mean of 3.65. As presented on table 4.4 majority of
respondents’ believed that using electronic tax filing is not difficult to operate. Gilbert and Balestrini
(2004) stated that the individual’s decision on whether to use or not to use the technology is based on
perception of the technology’s complexity. Its implication is that when the complexity of the system
increases its adoption rate decreases. This result was in consistent with many previous studies, e.g.
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Bojuwon (2015), Barros (2010) and Gor (2015) all found support for negative relation between a user’s

level of perceived complexity and their level of electronic tax filing system adoption.

The result generated through interview also supports the above fact. Taxpayers’ suggest that the
electronic tax filing system should be easily adaptable. Respondents’ revealed that Ethiopian electronic
tax filing system is somehow user-friendly and easy to use containing clear instructions, except, certain
features that needs users to have the skill to perform transactions. In general, during the interview period,
respondents’ confirm that, Ethiopian electronic tax filing system is not difficulty to operate, complex and
require more mental effort. This result ratify the notion that lower levels of perceived complexity would
lead to a larger likelihood of adopting electronic tax filing system. Therefore, complexity is one major

determinant factor that influence electronic tax filing in Ethiopia.

As clearly indicated from both results the electronic tax filing system implemented in the country is not

difficult/complex to operate which still needs improvement.

4.3.3. Perceived Compatibility

Compatibility relates to the person’s compatibility in dealing with government either using online or
conventional mode, the users feel that the electronic filing services rendered online are compatible with
the way of dealing it conventionally, in this perspective, the compatibility of the electronic tax service has
facilitated the users to continue using the service (Hussein et al. 2010). With regard to compatibility of the
system, the survey result confirmed that the electronic tax filing system implemented in the country is
compatible with existing values, past experiences, present structure and in need of potential adopters but
needs improvement. The compatibility of a new system depends on how fast the integration of the new
system to the existing practice. The mean value of compatibility was 3.49 which is more than its moderate
level 3 and its standard deviation was 0.98. So its implication is that, Ethiopian Revenues and Customs
Authority electronic tax filing system and its procedures are consistent with existing and past trends
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which still needs enhancement. The result further showed that compatibility positively related with
electronic tax filing system adoption. The study result also showed that compatibility of electronic tax
filing system has reported as significant effect on technology acceptance decision. This result was also
consistent with the previous findings of Black et al. (2001). Barros (2010) conclude that compatibility as
a significant predictors of intention to adopt electronic tax filing. Elizabeth (2008) finding showed that
compatibility and technology adoption are positively related. Therefore, most of the research findings in

the literature found compatibility has impact on the adoption of electronic tax filing.

The result generated from interview also indicated compatibility as one major determinants of electronic
tax filing adoption in Ethiopia. Interview respondents’ perceive that the current Ethiopian electronic tax
filing system is consistent with the most popular manual tax filing practice in terms of the forms
similarity. Moreover, respondents’ also suggested that if taxpayers’ perceive the electronic tax filing
system to be inconsistent with prevailing trend, they would tend to be more uncertain about the expected

benefits associated with its adoption which directly leads to low rate of usage.

Thus, even if it is possible to conclude that the electronic tax filing system implemented in the country is
perceived as compatible with past experience and current trend, there are areas which needs to be

improved.

4.3.4. Perceived Risk

It is the perception of an individual of the adverse effect, consequences and the uncertainty that may occur
by engaging in the particular behavior or activity (Dowling & Staelin, 1994). Citizens perceived less risk
when they report the tax manually, but when it comes to the online filing and payment, the level of
perceived risk could be higher resulting less intention to use the system in the future (Hussein et al. 2010).
The survey response of taxpayers’ indicated that, most of them are uncertain about possible negative
consequences associated with the adoption of electronic tax filing system in Ethiopia, the descriptive
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statistics overall result gives mean and standard deviation of 3.23 and 0.79, respectively, that means the
respondent’s perception on risk factors of electronic tax filing system was on average low, therefore fear
of risk is one of the factor that affect the adoption of electronic tax filing system in the country. Similarly,
the result revealed that lack of confidence with the security issue is considered as barrier for the adoption
electronic tax filing system. The survey response of taxpayers’ indicated that, they hesitate to use the

electronic tax service since they do not feel enough security about the electronic tax service.

This result was consistent with previous studies which showed a negative relation between these two
variables. In Hung et al.’s (2006) research, perceived risk significantly influence adopters’ attitudes
toward the electronic tax service. Barros (2010), Chow et al. (2005), Rotchanakitumnuai & Speece
(2003), all found a negative relationship between perceived risk and electronic tax filing adoption which
implies, taxpayers’ who regard electronic tax filing as low risk would have a tendency to accept and use
the system. However, there were no prior literatures studying the inverse relationship between perceived

risk and technology adoption.

Similarly, the interview result revealed that perceived risk as one of the major determinants of electronic
tax filing adoption in Ethiopia. Interview respondents’ disclosed that, the lack of security and privacy
over the electronic tax filing system in Ethiopia led many taxpayers’ to view its adoption as a risky
undertakings. Respondents’ believe that electronic tax filing involve more perceived risk than traditional
manual tax filing and the system will transfer their tax information to third parties without their
knowledge or permission. Moreover, they also believe that the tax authority might use such information
for year-end tax assessment purpose without considering their accounting book. This causes potential
adopters to postpone the decision to adopt and reject the innovation. Respondents’ suggested that, the tax
authority office should work on awareness creation through different mechanism and let know taxpayers’
the electronic tax filing system related advantages outweigh the risk associated with its implementation.
Therefore, perceived risk is one of the determinants of electronic tax filing adoption in Ethiopia.
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In general, perception of respondents’ on the risk factor of electronic tax filing system is statistically weak
to conclude as there is no fear of risk among taxpayers’ on electronic tax filing adoption. The survey and

interview results confirm there are areas to be improved by the tax authority office.

4.3.5. Government support

The range of government support received by innovation users was determined by management and
sectorial characteristics. The mean value of Government support variable was 3.12 and standard deviation
of 0.89. This result revealed that, taxpayers’ in Ethiopia are receiving inadequate support from the
government which signifies the importance of management support for the execution of electronic tax
filing system in the country. Based on the survey results, most of the respondents’ are not satisfied with
services delivered by the Ethiopian Revenues and Customs Authority in respect of electronic tax filing
system. Lack of support from the tax authority, absence of responsible body or department in charge of
controlling the electronic tax filing activity, non-existence of enough training, weak internet connection,
lack of legal framework, lack of follow-up, scarcity of resources, etc. are considered as barriers faced by

taxpayers’ for the adoption and/or use of electronic tax filing system in Ethiopia.

Bojuwon (2015) in his research concludes that government support is one of the main factor that
influence income taxpayers’ reaction towards electronic tax system adoption. Therefore, it is expected
that existence of government support is found to be positively related to the adoption of electronic tax
filing system. Most of the respondents’ explained that there is no timely and quality service given by the
branches of the Ethiopian Revenues and Customs Offices. Taxpayers’ spent too much time to file
monthly returns using the electronic method due to weak internet connection. The Ethiopian Revenues
and Customs Authority is not efficient in dealing with the taxpayers’ such as solving problems of tax
filing related issues timely and correctly and delivering regular electronic tax filing training and
education. These problems are attributed to lack of staff motivation to serve the taxpayers’. As a result,
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the taxpayers’ could not get timely and quality services; inconsistent and incomplete solutions are given

for different problems encountered by the taxpayers’.

The interview result with taxpayers’ and tax authority officials also confirm the presence of the above
problems. Respondents’ disclosed that the current internet infrastructure and its functional strength are not
capable to serve and process a large number of taxpayers’ transactions at the same time. Such factors as
the number of log-in attempts, speed of service operations and several others contributed to low system
adoption rate in the country. Moreover, the number of users of the service grows just before submission
deadlines, which is at the end of each month so that at those times internet quality decreases due to
congestion. This means, if the present internet strength couldn’t serve even at 5.1% current up take level,
it will be a challenge for the tax authority when more taxpayers’ are going to adopt the system in the
future unless the Government take some measures to correct the problem. Respondents’ also confirm that
this poor internet quality have affected both users’ decision in terms of adopting the system in the current
year, switching to paper mode in the following year and satisfaction rate. This may be explained by the
fact that during peak times the system probably underperformed which considerably affect users’

satisfaction.

4.3.6. Resistance to change

Resistance to change is the reaction of taxpayers’ from the effect of real changes. The mean value of
resistance to change was 2.98 and standard deviation of 1.00. This explains, taxpayers’ are not resist the
adoption of electronic tax filing system in Ethiopia without any reason when explained by this specific
variable. Bojuwon (2015) in his research conclude that, as the resistance by taxpayers’ for the electronic
tax filing system increases its adoption rate decreases. Many studies around the world have shown
taxpayer’s resistance to the use of electronic tax filing system, hence it is a big challenge to the

authorities.
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The finding of the survey result was not in consistent to the results of interview. According to the
interview with tax authority officials, Ethiopian Revenues and Customs Authority has also faced big
challenges even at the current development stage. They said that, the filing of tax returns through online
method is seen by many taxpayers’ as a burden that sometimes leads to resistance and non-compliance.
On the other hand, most of the taxpayers’ revealed that, if the tax authority work hard to get more users of

the system, there is no way to resist any technological innovation without any ground.

4.4.Conclusion

In general, so far, the survey result analysis which includes descriptive statistics have been presented. The
discussions in this chapter endeavored to integrate the results of the quantitative and qualitative methods
S0 as to address the broad and specific research objectives as well as the research question and achieve the

objectives of the research holistically.

The data gathered through questionnaire were tested to verify reliability of the instrument; and
subsequently analyzed using descriptive statistics on assessing each factors of electronic tax filing
adoption. The descriptive statistics indicated a mean value of each factors of electronic tax filing adoption
less than 4, except, relative advantage with a mean value of 4.04. Taxpayers’ and tax authority officials’
also responded to the interview on this area and identified specific factors affecting the adoption of
electronic tax filing system. Interview respondents’ had forwarded recommendation to Ethiopian
government on how to improve the effectiveness of electronic tax filing system in order to get increase
the adoption rate. As a final point, using both approaches of research, areas were identified as a major
determinants of electronic tax filing adoption in Ethiopia. Particularly, perceived risk and government
support are found to be the main components. The subsequent chapter, thus, presents the strengths and
weaknesses of the study coupled with implications to the tax authorities, and the literature with future

research directions.
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Chapter 5: Conclusions and Recommendations

The previous chapter presented result and analysis of the findings, while this chapter deals with the
conclusions and recommendations provided based on the findings of the study. Accordingly, this chapter
is organized into three subsections. The first section presents the conclusions whereas, the second section

presents the recommendations and the last section presents limitations of the research.

5.1. Conclusions

This study aims to identify perception of taxpayers’ on factors that affect electronic tax filing adoption in
Ethiopia and to what extent these determinants exert impact on system adoption. In doing so, previous
studies on innovation adoption in general and electronic tax filing adoption in specific have been
reviewed. In electronic tax filing adoption, a number of studies in abroad had undertaken. In Ethiopia,
there were no study available, thus requiring more research in this area. Therefore, the researcher has a
research gap that needs to be investigated on the perception of taxpayers’ on factors that affect the
adoption of electronic tax filing system in Ethiopia. The identified research gap leads to the formation of
broad research objective in this study. i.e., to assess perception of taxpayers’ on factors affecting the
adoption of electronic tax filing system in Ethiopia. Thus, the purpose of this study was to assess
perception of taxpayers’ on factors affecting electronic tax filing adoption using statistical analysis. The
specific objectives were as follows: to analyze how taxpayers’ perceived relative advantage influence
electronic tax filing adoption, to determine the extent to which taxpayers’ perceived complexity affect the
adoption of electronic tax filing system, to assess the impact of Compatibility as a factor in influencing
electronic tax filing adoption, to assess how perceived risk influence the adoption of electronic tax filing
system, to evaluate the existence of government support to taxpayers’ as a factor that affect electronic tax
filing adoption and to analyze how taxpayers’ resistance to change affects the adoption of electronic tax

filing system.
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The study adopted the descriptive research design. In order to achieve the research objectives, collection
of primary data was important to as to get the original and accurate perceptions from the targeted
respondents’. Primary data was collected through the use of questionnaires and unstructured interview. A
sample of 150 taxpayers’ within the Ethiopian Revenues and Customs Authority; Large Taxpayers’
Office (LTO), Eastern and Western Addis Ababa branch offices in Ethiopia was drawn from a population
of 35,956 taxpayers’ as a representative of the total population. A total of 128 sampled respondents’
completed the questionnaires translating to an 85% response rate. Data from the completed questionnaires
was summarized in Microsoft Excel and coded so as to run descriptive statistics. The study used SPSS
Version 23 to analyze the feedback and generate descriptive statistics which were used to make inferences
on the population based on the results obtained. Descriptive statistics obtained included mean, standard
deviation, frequencies and percentages. These were presented in tables. On the other hand, the qualitative
data were collected through unstructured interview conducted with Ethiopian Revenues and Customs

Authority Officials and taxpayers’.

Based on the review on previous studies and technology adoption related theories, the present study
investigated the impact of some selected innovation adoption factors on electronic tax filing adoption in
Ethiopia. These factors that were used in this study include determinants such as relative advantage,
complexity, compatibility, risk, government support and resistance to change. The study applied mixed
approach to get advantage on draw backs of using one approach. In chapter four, the data instruments
(questionnaire and in-depth interview) has been analyzed and interpreted in relation with the

statement of the problem and objectives of the study.

The results of the study showed that the female respondents’ were more than the male respondents’. Over
96% of the respondents’ had achieved secondary education and above hence giving an indication that
they understood the questionnaires for purposes of collecting the data. Most of the respondents’ (Their
Company) engaged in service giving activities. In addition, more than 55% of the respondents’ were
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Accountants in their profession. The results showed the existence of the following relationship between

electronic tax filing adoption and the six determinants.

First, with regard to the taxpayers’ perceptions towards the relative advantage of electronic tax filing
system, the study revealed that a significant number of respondents’ strongly believed that electronic tax
filing system was a beneficial and advantageous idea with an overall mean score value of more than 4.
The respondents’ strongly agreed that the introduction of electronic tax filing system made tax return
preparation easier with a mean score value of 4.19. A significant percent (77.0%) of respondents’
confirmed that electronic tax filing allowed them to file tax returns without the hassle of queues and
waiting at the tax authority office. 82.8% of respondents’ also confirmed that electronic filing of taxes
gives greater control over preparation and filing of tax returns. At the same time, 88.1% of the

respondents’ indicated that using electronic tax filing system have the advantage of saving their time.

Second, the study further revealed that the electronic tax filing system implemented in the country was
relatively easy to operate with an overall mean value of 3.65. The results of the survey and interview
respondents’ of this study showed that learning, using, following instructions, interactions, encoding and
modifying data through electronic tax filing is not difficult/complex, doesn’t requires a lot of mental
effort, easy and understandable to taxpayers’ at the Ethiopian Revenues and Customs Authority. This
showed that, minimizing system complexity would certainly increase electronic tax filing adoption by the

taxpayers’ in Ethiopia.

Third, the study also revealed that most respondents’ agreed that the electronic tax filing system
implemented in the country is compatible with existing values, past experiences, present structure and in
need of potential adopters but needs improvement. The overall mean score value of compatibility was
3.49. So its implication is that, Ethiopian Revenues and Customs Authority electronic tax filing system
and its procedures are consistent with existing and past trend. More than 62% of the respondents’

78



indicated that the costs of purchasing the computer hardware, maintaining it and the initial internet set up
costs are generally not inhibitive factor. The results also showed that the respondents’ strongly agreed that
using electronic tax filing method fits well with the way their company work style with a mean score
value of 3.45. In the same breadth, the respondents’ indicated that they knew how to use internet and file
tax returns with a mean score value of 3.4. This result was in line with previous studies, as an innovation
with a sound features that are compatible with existing trend is able to be adopted by users more

effectively, thus achieving increased adoption rate.

Fourth, the survey response of taxpayers’ indicated that, most of them are uncertain about possible
negative consequences associated with the adoption of electronic tax filing system in Ethiopia, the
descriptive statistics overall result gives mean and standard deviation of 3.23 and 0.79, respectively, that
means the respondent’s perception on risk factors of electronic tax filing system was on average low,
therefore fear of risk was one of the factor that affect the adoption of electronic tax filing system in the

country.

Fifth, the provision of training and other facilities provided by the government to the taxpayers’ will
definitely result in enhancing use/adoption of electronic tax filing system. The overall mean score value
of government support factor was 3.12 and standard deviation of 0.89. This result revealed that,
taxpayers’ in Ethiopia are receiving inadequate support from the government which signifies the
importance of management support for the execution of electronic tax filing system in the country. Based
on the survey results, most of the respondents’ were not satisfied with services delivered by the Ethiopian
Revenues and Customs Authority in respect of electronic tax filing system. Lack of support from the tax
authority, absence of responsible body or department in charge of controlling the electronic tax filing
activity, non-existence of enough training, weak internet connection, lack of legal framework, lack of
follow-up, scarcity of resources, etc. are considered as barriers faced by taxpayers’ for the adoption and/or
use of electronic tax filing system in Ethiopia.
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Finally, most of the respondents’ were not resist the adoption of electronic tax filing system in Ethiopia
without any reason. In contrary to the finding of the survey result, the result of interview with tax
authority officials revealed that, Ethiopian Revenues and Customs Authority has faced big challenges
even at the current development stage. They said that, the filing of tax returns through online method was

seen by many taxpayers’ as a burden that sometimes leads to resistance and non-compliance.

To sum up, the findings of this study has indicated perceived risk and government support as significant
factors influencing electronic tax filing adoption in Ethiopia. As explained earlier, lack of confidence with
the security issue was considered as barrier for the adoption electronic tax filing system in Ethiopia. The
survey response of taxpayers’ indicated that, they hesitate to use the electronic tax service since they do
not feel enough security about the electronic tax services provided by the Ethiopian Revenues and
Customs Authority. On the other hand, most of the respondents’ are not satisfied with services delivered

by the Ethiopian Revenues and Customs Authority in respect of electronic tax filing system.

5.2. Recommendations

Based on the study conducted using survey method and in depth interview factors affecting the adoption
of electronic tax filing system were identified and possible recommendations would be forwarded so that
it may help the tax authority and other policy makers to approach the issue accordingly. Accordingly, the

contributions are discussed below:

To the tax authorities
As it was explained from the research findings, government support and perceived risk play significant

role on electronic tax filing adoption. The tax authority office should emphasize on these two predictors.

v More awareness and training needs to be done to bring more taxpayers’ on board. When the tax
authority sensitized on the advantages of using electronic tax filing system as opposed to the
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manual system, this will encourage adoption. As a result, more taxpayers’ will be looped into the

online system and tax compliance will also be enhanced at the same time.

Taxpayers’ should be equipped through continuous IT and tax trainings and seminars. This will
sharpen their IT skills and enhance their tax knowledge in a bid to enhance increased adoption of
electronic tax filing system. These initiatives should be spearheaded by the tax authority and
Ministry of Communication and Information Technology (MoCIT) to increase the adoption of
electronic tax filing system in the Ethiopian Revenues and Customs Authority. This should be
done periodically to ensure taxpayers’ awareness of their tax obligations and know how to use
electronic tax filing system. During the research period, surprisingly it was noticed that most of

the taxpayers’ doesn’t know even the implementation of electronic tax filing system in Ethiopia.

While significant changes have been observed with regard to internet usage and infrastructure in
the country over the last 10 years, the functional limitation of the current internet infrastructure is
still a challenge experienced by many taxpayers’ which needs to be addressed by the Government
of the country. This can be done by enhancing the existing internet quality and providing cheap
internet infrastructure in collaboration with Ethio-Telecom. This will ensure that taxpayers’ could
able to adopt the electronic tax filing system easily. In the long run, highest tax compliance level

will be achieved thus ensuring higher revenue inflows for the Government.

Apart from the low internet infrastructure and functional limitation discussed above, the
government needs more investment in the electronic tax structure in the country to accommodate
all taxpayers’. This can be done by investing on capable IT infrastructures like; data server and
high precision computers. The government also needs to launch electronic tax training centers
that provide training not only on electronic filing system but also on electronic payment method
so that taxpayers’ who use electronic tax filing can pay their tax returns electronically without
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visiting tax offices. Moreover, the government should also hire and train more IT staff members
to support e-tax filing system specially those who are engaging in e-tax filing tasks so that the
system becomes more effective and efficient. Finally, separate and accountable e-tax department
has be formed in each branches of the tax authority office in order to enhance all the activities of

electronic tax filing operation.

The tax authority should make the electronic tax filing system compatible with the current
popular manual filing method. The design of the system must be harmonious with the current
trend particularly in terms of forms used for tax return submission. Then, after getting more users

the tax authority can improve the system by adding more features through time.

Ethiopian Revenues and Customs Authority should formulate legal and regulatory framework
about electronic tax filing adoption. This will reduce taxpayers’ potential risk of information
security and privacy. As a result of such construct, electronic tax filing adoption rate will be

improved at the same time.

The increase feeling of discomfort and anxiety caused by an increased risk perceptions would
cause the potential adopter to devalue the usefulness of the electronic services. With respect to
perception of risk of the electronic tax filing system, taxpayers’ who perceive the security of the
system to be low will be less likely to adopt the system. To decrease perception of risk, the
Ethiopian Revenues and Customs Authority (ERCA) should reassure taxpayers’ of the reliability
of the system by including easily visible privacy statements on their sites. If taxpayers’ have a
positive experience with the system, they will be more likely to use the service again. In addition,

they will possibly share this positive experience with others, thereby encouraging adoption.
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v Finally, Ethiopian Revenues and Customs Authority office should formally be involved in future
research to enable a nationwide survey to be conducted which provides a better representation of
the population and a larger sample size. Taxpayers’ surveys should be introduced to find out the
view of taxpayers’ and obtain regular feedbacks on electronic tax filing system. This would help

in identifying areas of weaknesses so as to devise means for improvement.

To the literature

This study focused on factors influencing the adoption of electronic tax filing system by taxpayers’ and a
sample drawn from the target population in Ethiopia Large Taxpayers’ office, Eastern and Western Addis
Ababa branch office taxpayers’. Future studies should measure the intention of taxpayers’ in each eligible
branches separately to determine if intention are similar across each branches. The current study was

taken limited samples from the three large branches due to time constraints and limited resources.

Future studies can expand this study to include the effect of time and experience on the adoption of
electronic tax filing system in Ethiopia. Moreover, future studies should improve the study by
incorporating other relevant determinant factors based on available theories and new findings from latest

literatures.

5.3. Limitations of the research

Notwithstanding the significant contributions of this study, it also has a number of limitations. The first is
the inherent weaknesses with the survey approach itself, like the respondents’ differing interpretation of
the questions. However, acknowledged that these weaknesses may remain to some extent. For example,
In terms of the different interpretation of the questions by respondents, the researcher has made

reasonable efforts to ensure the wording and sentences were straightforward and precise.
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The time allotted by the department for the accomplishment of this paper is not sufficient. Beside this, the
lack of even single research on the topic in the country made the work more complex. Unless the undying
effort of the researcher exerted for each of the protracted problems the paper would not been reaching to

this status.
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APPENDICES
APPENDIX I: IN-DEPTH INTERVIEW QUESTIONS
Addis Ababa University
College of Business and Economics

Department of Accounting and Finance

Section One: Interview questionnaires designed for taxpayers’

1.

In your opinion, what are the key factors that push your company to adopt electronic tax filing
system?

In your opinion, what are the key factors that hinder your company to adopt electronic tax filing
system?

In your opinion, what are the advantages that you consider of implementing electronic tax filing
system?

Do you see any Social, Economic and legal barriers to the adoption of electronic tax filing system
in your company?

Do you think that government policy have impact on the adoption of electronic tax filing system?
(Please Specify/explain)

What sort of support would you expect from the government in relation to the electronic tax filing

system improvement in Ethiopia?

Section Two: Interview questionnaires designed for ERCA tax authority officials’

1.

What are the basic barriers of adopting new technological innovations like electronic tax filing
system?

Do you see any Social, Economic and legal barriers to the adoption of electronic tax filing in
ERCA?

Do you think that government policy have impact on the adoption of electronic tax filing system?
(Please Specify/explain)

What are the benefits you gained from the adoption of electronic tax filing system in the delivery
of service to customers and in simplifying your task?

Is there any legal frameworks at head office to use electronic tax filing system?

Is there any special rule that guide branch offices in implementation of electronic tax filing

system?
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APPENDIX Il: TAXPAYERS SURVEY INSTRUMENT (ENGLISH VERSION)

ADDIS ABABA UNIVERSITY
College of Business and Economics

Department of Accounting and Finance

Dear Participant

This project is entitled “Factors affecting the adoption of electronic tax filing system in Ethiopia:
Taxpayers’ Perception”. The investigator is Abera Mechal Wakenne who is currently an MSc (in

Accounting and Finance) student at the Addis Ababa University.

The aim of this project is to investigate factors that affect the adoption of electronic tax filing system in
Ethiopia. To supplement the data obtained from in-depth interviews with purposively selected business
profit taxpayers’ and tax authority officials at the Ethiopian Revenues and Customs Authority, Large
Taxpayers’ Office, Eastern and Western Addis Ababa branch offices, the investigator seeks to gather

relevant information from randomly selected taxpayers’ by means of self-administered questionnaire.

Participation in this project is completely based on your willingness. The self-administered questionnaire
results will be recorded anonymously and strict confidentiality will be maintained. Individual responses

will not be identified in the investigator’s MSc thesis.
For further information, please contact Abera Mechal Wakenne by the following address:
Tel: +251-912 76 42 31 or +251-989 16 47 36

E-mail: aberamechale89@gmail.com or amechale@yahoo.com
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Section I: Background information

Please tick (\) where appropriate

1. Gender

1. [ Male
2. [ 1 Female

2. Age:

Below 18 years old
Between 18 — 29 years old
Between 30 — 55 years old
Above 55 years old

100

3. What is your level of education?

[ 1 Below 12 grade

[ ] 12 grade completed

[ ] Diploma

(1 Bachelor degree

[ 1 Masters or above

Other, Please Specify .....oviiiiriiii i

oakrwbdE

4. What is your field of study?
1 Accounting
[ 1Management

[ 1Economics
[ ] Business administration
Other, Please Specify .....o.ovviviiiiiii e e

arwdPE

5. What was the approximate turnover/birr value of sales that your company made during last tax
reporting period?

[ 1 Under Birr 1,000,000

[ 1 Birr 1,000,001 - Birr 5,000,000

[ 1Birr5,000,001 — Birr 10,000,000

(1 More than Birr10,000,000

If your turnover was more than Birr 10,000,001, please state the approximate turnover in

2009 EC fiscal year: BiIT.......ccccoivevierieiieiieneeie e

arwdPE

6. What is your position in the company?

[ 1 Owners

1 Owner and Manager

[ ] Manager

(1 Accountant

[ ] Finance and Accounts Head

Other responsibilities, please Specify........cooviviiiiiiiiiiiiiiiiiiee,

ok wbdpE

7. What is your company main business activity?
1. [ ] Manufacturing
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10.

11.

12.

13.

2. [ General Merchandise and Trade
3. [ Servicesi.e., professional etc.
4. Other, please SPeCify.......ouuiuiiiiiii i

How long have you been in this business?

1. [ Lessthan 1 year

2. [ 1-5Years

3. [ 15-10 Years

4, [ ] More than 10 Years

5. Other, PIease SPeCify.........ciiiiiiiiiii e

Which method did your company use to file your taxes?
1. [ JManual

2. [ Electronic-filing

3. [ Both Methods

If the answer to question 9 is electronic filing, how long have you been using it?
1. [ JLessthan 1 year
2. [__11-3Years

3. [_I3-5Years
4. Other, Please specify......c.ovviiriiiiiii i

Do you use the internet?
1. [ Yes
2. 1 No

How long have you been using the Internet?
1. ] Do Notuse

2. [ Under 1 year

3. [ 1 1-2years

4. [__] 2-5years

5. [__] Over 5 years

Before today, were your company aware of Electronic tax filing?

1. [ Yes
2. [L__1No
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Section 11: Questions related to factors that affect the adoption of Electronic tax filing

These questions should be answered from your perceptions and experiences with online electronic tax
filing or your perceptions of what online electronic tax filing system could be like.

1 2 3 4 5
No. A) Relative Advantage Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree
1 | Electronic tax filing make it easier to
prepare tax return.
2 | Electronic tax filing allow to file tax returns
without the hassle of queues and waiting at
the Income tax office.
3 | Online filing of tax is beneficial.
4 | Electronic filing of tax gives greater control
over preparation and filing of tax return.
5 | Electronic filing of tax allow to prepare tax
return more efficiently and effectively.
6 | Electronic filing of tax is a more convenient
way to prepare tax return.
7 | Using Electronic filing of tax save our time.
8 | Using Electronic tax Filing speed up the
tax-filing process.
9 | Using Electronic filing help to reduce errors
in preparing tax return
1 2 3 4 5
No. B) Complexity Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree
10 | Using Electronic tax Filing is difficult to
operate.
11 | Using Electronic tax Filing is complex.
12 | Using Electronic tax Filing requires a lot of
mental effort.
13 | Learning to use Electronic tax Filing is easy.
14 | It is easy to input and modify data using
Electronic tax Filing method.
15 | Instructions for using Electronic tax filing
system is easy to follow.
16 | Interaction with Electronic tax filing process

is clear and understandable.
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No. 1 2 3 4 5
C) Compatibility Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree
17 | The cost of purchasing a computer for
electronic tax filing is too high.
18 | Using Electronic tax filing method fits well
with the way our company work style.
19 | We are very skilled at using the Internet.
20 | We know less about using the Internet than
most users.
21 | The monthly internet cost of electronic tax
filing is greater than the manual filing
method.
22 | The thought of using a computer to do
electronic tax filing makes to feel
apprehensive.
No. 1 2 3 4 5
D) Perceived Risk Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree
23 | Private information could be logged by
unauthorized parties and subsequently
disclosed without consent when using
electronic tax filing system.
24 | The security system built into the Electronic
tax filing system is not strong enough to
protect our company account.
25 | We are confident over the security aspects of
Electronic tax Filing.
26 | Privacy is not well maintained with
Electronic tax Filing system.
27 | By using Electronic tax Filing system tax
information will be used by others without
our knowledge.
28 | Internet hackers might take control of tax
information if we use Electronic tax Filing
system.
29 | Considering the expected level of service
performance of the Electronic tax Filing
system, using it will be risky.
30 | Electronic tax Filing system server is not

perform well and process data transmission
incorrectly.
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No. 1 2 3 4 5
E) Government Support Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree
31 | It is easy to get support from the authority if
we need help in using Electronic tax filing
system.
32 | There is no responsible body or department
in charge of controlling the electronic tax
filing activity in ERCA.
33 | The tax authority has provided enough
training on electronic tax filing system.
34 | Due to weak internet connection, it is
difficult to file tax electronically.
35 | The tax authority facilitate conditions in
implementing rules and regulations of
electronic tax within the legal framework?
36 | There is nothing done by the authority on
follow-up issues regarding electronic tax
filing system.
37 | Our company believe that the government
has enough resource to implement the
system.
38 | The tax authority is not put in place enough
measures to ensure that taxpayers’ know
how to use the online tax filing system.
No. 1 2 3 4 5
F) Resistance to Change Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree
39 | It is better the tax authority makes usage of
electronic tax filing mandatory.
40 | Our company is using electronic filing
because most companies we know use the
system.
41 | Our company couldn’t get enough
convincing reason from the authority to use
electronic Filing for our tax return.
42 | We can correctly calculate the taxes we
should pay to ERCA manually than
electronics system.
43 | We have no reason for not using electronic
tax filing.
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1 2 3 4 5
No. G) Intention Strongly | Disagree | Neutral | Agree | Strongly
disagree Agree

44 | Our company intend to use electronic tax

filing system in the future.
45 | Our company intend to increase use of

electronic tax filing system in the future.
46 | Our company will probably use electronic

tax filing system next year.

Your contribution to this research is greatly appreciated.

Thank you!
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APPENDIX I11: TAXPAYERS SURVEY INSTRUMENT (AMHARIC VERSION)

K40 K0 enchrt
(L1 A Ab99ha bAS
ANOFE AS 42570 TheA
thahtczh 2ha 42077 (E-Filing) T4 2meP
eHh0g o7k FAF4?

PILYU TGt CON “Factors Affecting the adoption of Electronic tax filing in Ethiopia: Taxpayers’ Perception ” '1D«::
ATL@ ANG- aPFA Py P77 NAV-T LH (AL ANQ 22OCAT ALHIN AT ADTLhO DAL NAND 7L AS 42570
TAGA e790Ch 14 T LU aPm@P NAGA AN RLACAHE PTLAMDT PANDTET AG 42570 TINHCA avavl P
TCEENT (Masters in Accounting and Finance) 297918 U-& A“ImG$P 00 hAFCXE MLPT AT 1°¢h 0ANANT
@)t MC 4T A AT a0LF APA-NA SHHIR i

PTG %A1 PhADTCLh Fha 4207 (E-tax Filing) AmPPI®T 0000 v-5FPT7 AoP8AA NC 4T AT
AT avls aANON AT ALV A0 0AG0 ANQ POLTE AS (Otae: FHC SHHINCOTFD- 3 PCTRET
(NG ANC NPT PCTBEE PGP A%0 AN PCTRE WG PO h4.0 A1O PCTRT) INC DGO AT AdtFT
NGo>Grt TONLPA::

OHY® aoMmeP AL avA-q (oot €AY AL Otav(lt APT PTPPRPET avAh (havAlrt ST a@- 7T 42108
LOPHTG NP (P TLATCHE ATTE 9477 (1F @-AA:: DAL ATLTINAD- PGk PULhELM- ATIPUCT “190.0 bU-G
A9e F AT PhLTGLG tAFL AN (ATLO du-& ORI (TITFO9° ¢ AL PaPATE Tt 1AM
ARPadPIP:: (10%RLAT° PTGk ToH MPAA aPINBY, AT LD PGEY Dbl NAA NPk ALTT S AN

ATen16 T MG P FH Phl NTLNTAD- AL TITTT ST AN::
OAh: +251-989-16-47-36 DLI° +251-912-76-42-31
A0\ aberamechale89@gmail.com

amechale@yahoo.com
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APPENDIX IV: FREQUENCY TABLES
RAO1. Electronic tax filing make it easier to prepare tax return.

Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 6 4.7 4.7 4.7
Neutral 9 7.0 7.0 11.7
Agree 62 48.4 48.4 60.2
Strongly agree 51 39.8 39.8 100.0
Total 128 100.0 100.0

RAO02. Electronic tax filing allow to file tax returns without the hassle of queues and waiting at the
Income tax office.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 12 9.4 9.5 9.5
Disagree 3 2.3 24 11.9
Neutral 14 10.9 11.1 23.0
Agree 50 39.1 39.7 62.7
Strongly agree 47 36.7 37.3 100.0
Total 126 98.4 100.0

Missing System 2 1.6

Total 128 100.0

RAO03. Online filing of tax is beneficial.
Cumulative
Freqguency Percent Valid Percent Percent

Valid Strongly disagree 7 5.5 5.6 5.6
Neutral 9 7.0 7.2 12.8
Agree 51 39.8 40.8 53.6
Strongly agree 58 45.3 46.4 100.0
Total 125 97.7 100.0

Missing System 3 2.3

Total 128 100.0

RAO04. Electronic filing of tax gives greater control over preparation and filing of tax return.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 9 7.0 7.0 7.0
Disagree 3 2.3 2.3 9.4
Neutral 10 7.8 7.8 17.2
Agree 56 43.8 43.8 60.9
Strongly agree 50 39.1 39.1 100.0
Total 128 100.0 100.0
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RAO0S5. Electronic filing of tax allow to prepare tax return more efficiently and effectively.

Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 9 7.0 7.0 7.0
Disagree 5 3.9 3.9 10.9
Neutral 14 10.9 10.9 21.9
Agree 57 445 445 66.4
Strongly agree 43 33.6 33.6 100.0
Total 128 100.0 100.0
RAO06. Electronic filing of tax is a more convenient way to prepare tax return.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 12 9.4 9.4 9.4
Disagree 7 55 55 15.0
Neutral 11 8.6 8.7 23.6
Agree 54 42.2 42.5 66.1
Strongly agree 43 33.6 33.9 100.0
Total 127 99.2 100.0
Missing System 1 .8
Total 128 100.0
RAOQ7. Using Electronic filing of tax save our time.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 6 4.7 4.8 4.8
Disagree 2 1.6 1.6 6.3
Neutral 7 5.5 5.6 11.9
Agree 50 39.1 39.7 51.6
Strongly agree 61 a47.7 48.4 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
RAO08. Using Electronic tax Filing speed up the tax-filing process.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 3 2.3 2.4 2.4
Disagree 2 1.6 1.6 3.9
Neutral 9 7.0 7.1 11.0
Agree 57 44.5 44.9 55.9
Strongly agree 56 43.8 44.1 100.0
Total 127 99.2 100.0
Missing System 1 .8
Total 128 100.0
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RAO09. Using Electronic filing help to reduce errors in preparing tax return

Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 17 13.3 135 13.5
Disagree 10 7.8 7.9 21.4
Neutral 20 15.6 15.9 37.3
Agree 36 28.1 28.6 65.9
Strongly agree 43 33.6 34.1 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
CLO1. Using Electronic tax Filing is not difficult to operate.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 2 1.6 1.6 1.6
Disagree 12 9.4 9.4 10.9
Neutral 19 14.8 14.8 25.8
Agree 71 55.5 55.5 81.3
Strongly agree 24 18.8 18.8 100.0
Total 128 100.0 100.0
CLO02. Using Electronic tax Filing is not complex.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 2 1.6 1.6 1.6
Disagree 14 10.9 111 12.7
Neutral 24 18.8 19.0 317
Agree 64 50.0 50.8 82.5
Strongly agree 22 17.2 175 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
CLO03. Using Electronic tax Filing doesn't requires a lot of mental effort.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 3 2.3 2.4 2.4
Disagree 24 18.8 19.0 21.4
Neutral 20 15.6 15.9 37.3
Agree 50 39.1 39.7 77.0
Strongly agree 29 22.7 23.0 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
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CLO04. Learning to use Electronic tax Filing is easy.

Valid Cumulative
Freguency Percent Percent Percent
Valid Strongly disagree 9 7.0 7.1 7.1
Disagree 15 11.7 11.9 19.0
Neutral 8 6.3 6.3 25.4
Agree 66 51.6 52.4 77.8
Strongly agree 28 21.9 22.2 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
CLO5. Itis easy to input and modify data using Electronic tax Filing method.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 11 8.6 8.7 8.7
Disagree 15 11.7 11.9 20.6
Neutral 21 16.4 16.7 37.3
Agree 55 43.0 43.7 81.0
Strongly agree 24 18.8 19.0 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
CLO6. Instructions for using Electronic tax filing system is easy to follow.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 12 9.4 9.4 9.4
Disagree 12 9.4 9.4 18.9
Neutral 17 13.3 134 323
Agree 56 43.8 44.1 76.4
Strongly agree 30 23.4 23.6 100.0
Total 127 99.2 100.0
Missing System 1 .8
Total 128 100.0
CLO7. Interaction with Electronic tax filing process is clear and understandable.
Valid Cumulative
Freguency Percent Percent Percent
Valid Strongly disagree 12 9.4 9.6 9.6
Disagree 9 7.0 7.2 16.8
Neutral 24 18.8 19.2 36.0
Agree 54 42.2 43.2 79.2
Strongly agree 26 20.3 20.8 100.0
Total 125 97.7 100.0
Missing System 3 2.3
Total 128 100.0
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CPO01. The cost of purchasing a computer for electronic tax filing is too high.

Valid Cumulative
Freguency Percent Percent Percent
Valid Strongly disagree 3 2.3 2.4 2.4
Disagree 15 11.7 11.9 14.3
Neutral 29 22.7 23.0 37.3
Agree 49 38.3 38.9 76.2
Strongly agree 30 23.4 23.8 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
CP02. Using Electronic tax filing method fits well with the way our company work style.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 11 8.6 8.7 8.7
Disagree 17 13.3 13.4 22.0
Neutral 24 18.8 18.9 40.9
Agree 54 42.2 42.5 83.5
Strongly agree 21 16.4 16.5 100.0
Total 127 99.2 100.0
Missing System 1 .8
Total 128 100.0
CPO03. We are very skilled at using the Internet.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 19 14.8 151 151
Disagree 11 8.6 8.7 23.8
Neutral 20 15.6 15.9 39.7
Agree 53 41.4 42.1 81.7
Strongly agree 23 18.0 18.3 100.0
Total 126 98.4 100.0
Missing System 2 1.6
Total 128 100.0
CP04. We know about using the Internet than most users.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 21 16.4 16.8 16.8
Disagree 27 21.1 21.6 384
Neutral 16 12.5 12.8 51.2
Agree 40 31.3 32.0 83.2
Strongly agree 21 16.4 16.8 100.0
Total 125 97.7 100.0
Missing System 3 2.3
Total 128 100.0
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CPO05. The monthly internet cost of electronic tax filing is greater than the manual filing method.

Valid Cumulative
Freguency Percent Percent Percent

Valid Strongly disagree 12 9.4 9.7 9.7
Disagree 19 14.8 15.3 25.0
Neutral 38 29.7 30.6 55.6
Agree 33 25.8 26.6 82.3
Strongly agree 22 17.2 17.7 100.0
Total 124 96.9 100.0

Missing System 4 3.1

Total 128 100.0

CPO06. The thought of using a computer to do electronic tax filing do not make to feel apprehensive.

Cumulative
Frequency Percent Valid Percent Percent

Valid Disagree 8 6.3 6.3 6.3
Neutral 23 18.0 18.3 24.6
Agree 43 33.6 341 58.7
Strongly agree 52 40.6 41.3 100.0
Total 126 98.4 100.0

Missing System 2 1.6

Total 128 100.0

PRO1. Private information could be logged by unauthorized parties and subsequently disclosed without
consent when using electronic tax filing system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 12 9.4 9.4 9.4
Disagree 29 22.7 22.8 323
Neutral 35 27.3 27.6 59.8
Agree 36 28.1 28.3 88.2
Strongly agree 15 11.7 11.8 100.0
Total 127 99.2 100.0

Missing System 1 .8

Total 128 100.0
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PRO2. The security system built into the Electronic tax filing system is not strong enough to protect our
company account.

Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 5 3.9 4.0 4.0
Disagree 19 14.8 15.3 194
Neutral 37 28.9 29.8 49.2
Agree 41 32.0 331 82.3
Strongly agree 22 17.2 17.7 100.0
Total 124 96.9 100.0
Missing System 4 3.1
Total 128 100.0
PRO03. We are not confident over the security aspects of Electronic tax Filing.
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 15 11.7 12.0 12.0
Disagree 16 125 12.8 24.8
Neutral 36 28.1 28.8 53.6
Agree 43 33.6 34.4 88.0
Strongly agree 15 11.7 12.0 100.0
Total 125 97.7 100.0
Missing System 3 2.3
Total 128 100.0
PRO4. Privacy is not well maintained with Electronic tax Filing system
Valid Cumulative
Frequency Percent Percent Percent
Valid Strongly disagree 9 7.0 7.3 7.3
Disagree 24 18.8 19.4 26.6
Neutral 37 28.9 29.8 56.5
Agree 36 28.1 29.0 85.5
Strongly agree 18 14.1 145 100.0
Total 124 96.9 100.0
Missing System 4 3.1
Total 128 100.0
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PRO5. By using Electronic tax Filing system tax information will be

used by others without our

knowledge.
Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 10 7.8 8.1 8.1
Disagree 21 16.4 17.1 25.2
Neutral 37 28.9 30.1 55.3
Agree 34 26.6 27.6 82.9
Strongly agree 21 16.4 171 100.0
Total 123 96.1 100.0

Missing System 5 3.9

Total 128 100.0

PRO6. Internet hackers might take control of tax information if we use Electronic tax Filing system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 7 5.5 5.6 5.6
Disagree 32 25.0 25.8 315
Neutral 37 28.9 29.8 61.3
Agree 25 19.5 20.2 81.5
Strongly agree 23 18.0 185 100.0
Total 124 96.9 100.0

Missing System 4 3.1

Total 128 100.0

PRO7. Considering the expected level of service performance of the Electronic tax Filing system, using it

will be risky.
Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 7 55 5.6 5.6
Disagree 27 211 21.4 27.0
Neutral 39 30.5 31.0 57.9
Agree 31 24.2 24.6 82.5
Strongly agree 22 17.2 175 100.0
Total 126 98.4 100.0

Missing System 2 1.6

Total 128 100.0
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PRO8. Electronic tax Filing system server is not perform well and process data transmission incorrectly.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 10 7.8 8.0 8.0
Disagree 23 18.0 18.4 26.4
Neutral 39 30.5 31.2 57.6
Agree 38 29.7 30.4 88.0
Strongly agree 15 11.7 12.0 100.0
Total 125 97.7 100.0

Missing System 3 2.3

Total 128 100.0

GSO01. It is easy to get support from the authority if we need help in using Electronic tax filing system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 19 14.8 15.0 15.0
Disagree 19 14.8 15.0 29.9
Neutral 12 9.4 9.4 39.4
Agree 60 46.9 47.2 86.6
Strongly agree 17 13.3 134 100.0
Total 127 99.2 100.0

Missing System 1 .8

Total 128 100.0

GS02. There is responsible body or department in charge of controlling the electronic tax filing activity in

ERCA.
Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 8 6.3 6.3 6.3
Disagree 13 10.2 10.2 16.5
Neutral 38 29.7 29.9 46.5
Agree 45 35.2 354 81.9
Strongly agree 23 18.0 18.1 100.0
Total 127 99.2 100.0

Missing System 1 .8

Total 128 100.0
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GS03. The tax authority has provided enough training on electronic tax filing system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 23 18.0 18.3 18.3
Disagree 28 21.9 22.2 40.5
Neutral 37 28.9 29.4 69.8
Agree 28 21.9 22.2 92.1
Strongly agree 10 7.8 7.9 100.0
Total 126 98.4 100.0

Missing System 2 1.6

Total 128 100.0

GS04. Due to weak internet connection, it is difficult to file tax electronically.
Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 7 5.5 55 5.5
Disagree 26 20.3 20.5 26.0
Neutral 10 7.8 7.9 33.9
Agree 48 375 37.8 717
Strongly agree 36 28.1 28.3 100.0
Total 127 99.2 100.0

Missing System 1 .8

Total 128 100.0

GS05. The tax authority facilitate conditions in implementing rules and regulations

within the legal framework?

of electronic tax

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 15 11.7 12.0 12.0
Disagree 27 21.1 21.6 33.6
Neutral a7 36.7 37.6 71.2
Agree 28 21.9 224 93.6
Strongly agree 8 6.3 6.4 100.0
Total 125 97.7 100.0

Missing System 3 2.3

Total 128 100.0
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GS06. There is much done by the authority on follow-up issues regarding electronic tax filing system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 13 10.2 10.6 10.6
Disagree 32 25.0 26.0 36.6
Neutral 47 36.7 38.2 74.8
Agree 18 14.1 14.6 89.4
Strongly agree 13 10.2 10.6 100.0
Total 123 96.1 100.0

Missing System 5 3.9

Total 128 100.0

GS07. Our company believe that the government has enough resource to implement the system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 20 15.6 16.0 16.0
Disagree 15 11.7 12.0 28.0
Neutral 33 25.8 26.4 54.4
Agree 38 29.7 30.4 84.8
Strongly agree 19 14.8 15.2 100.0
Total 125 97.7 100.0

Missing System 3 23

Total 128 100.0

GS08. The tax authority put in place enough measures to ensure that taxpayers’ know how to use the

online tax filing system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 23 18.0 18.1 18.1
Disagree 40 31.3 315 49.6
Neutral 19 14.8 15.0 64.6
Agree 26 20.3 20.5 85.0
Strongly agree 19 14.8 15.0 100.0
Total 127 99.2 100.0

Missing System 1 .8

Total 128 100.0
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RCO1. It is better the tax authority makes usage of electronic tax filing mandatory.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 24 18.8 19.0 19.0
Disagree 19 14.8 15.1 34.1
Neutral 15 11.7 11.9 46.0
Agree 41 32.0 32,5 78.6
Strongly agree 27 211 21.4 100.0
Total 126 98.4 100.0

Missing System 2 1.6

Total 128 100.0

RCO02. Our company is using electronic filing because most companies we know use the system.

Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 24 18.8 19.2 19.2
Disagree 39 30.5 31.2 50.4
Neutral 32 25.0 25.6 76.0
Agree 15 11.7 12.0 88.0
Strongly agree 15 11.7 12.0 100.0
Total 125 97.7 100.0

Missing System 3 23

Total 128 100.0

RCO03. Our company get enough convincing reason from the authority to use electronic Filing for our tax

return.
Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 14 10.9 11.2 11.2
Disagree 40 31.3 32.0 43.2
Neutral 20 15.6 16.0 59.2
Agree 27 211 21.6 80.8
Strongly agree 24 18.8 19.2 100.0
Total 125 97.7 100.0

Missing System 3 2.3

Total 128 100.0
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RCO04. We can correctly calculate the taxes we should pay to ERCA manually than electronics system.

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 22 17.2 17.5 17.5
Disagree 26 20.3 20.6 38.1
Neutral 19 14.8 15.1 53.2
Agree 40 31.3 31.7 84.9
Strongly agree 19 14.8 151 100.0
Total 126 98.4 100.0

Missing System 2 1.6

Total 128 100.0

RCO05. We have reason for using electronic tax filing.
Valid Cumulative
Frequency Percent Percent Percent

Valid Strongly disagree 15 11.7 12.0 12.0
Disagree 45 35.2 36.0 48.0
Neutral 17 13.3 13.6 61.6
Agree 29 22.7 23.2 84.8
Strongly agree 19 14.8 15.2 100.0
Total 125 97.7 100.0

Missing System 3 2.3

Total 128 100.0
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