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Abstract

The main objective of this study was examined the factors that affect taxpayers’ adoption for electronic tax register
machine (ETRMs) the case of Benishangul Gumuz Regional State revenue authority taxpayers. Specifically, the
study empirically examined the factor of perceived usefulness, perceived risk, subjective norms, self-efficiency
and timeliness on the adoption of electronics register machine of taxpayers. This study adopted explanatory
research design with arrangement of primary method of data collection via questionnaires, cross-sectional,
quantitative approach. The sample of this study was taken 400 taxpayers from the total population of taxpayers
2,288. Descriptive and regression analysis were performed to analyze the data using Stata version 12. Besides,
econometric model estimation procedures and specification tests plus multiple regression assumptions were tested.
The estimation result of the marginal effect of the probit model for the factors of taxpayers’ adoption for e-tax
register machine were four variables found to be significant on the probability of adoption for electronic tax register
machine. The variables that become statistically significant include: perceived usefulness, perceived risk, self-
efficiency and timeliness. However, subjective norms has positive but statistically insignificant relationship with
adoption of electronic tax register machine. Therefore, in the case of Benishangul-Gumuz regional state taxpayer,
subjective norm have not considered as a factor that affect adoption of electronic tax register machine.
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1. INTRODUCTION

Tax is compulsory levy to government without expectation of direct return or benefit to tax payers. It imposes a
personal obligation on the tax payer (Gerber, 2017).Governments in the world are increasing the use of information
and communication technologies to improve the delivery of public services and their satisfaction. The Ethiopia
government has designed a process in which information and services are electronically delivered to customers
including businesses, citizens and governmental agencies (Irani et al., 2008).

Electronic tax register machine is an important service that enables taxpayers to file their tax liabilities (Hu
et al., 2009). It is an important application that automates tax related processes in an attempt to improve efficiency
in assessing and collecting tax information (Fu et al., 2005).By using electronic tax register machine, government
can improve accuracy and efficiency over paper-based filing, lower costs, and faster refunds (Pant et al., 2004).
By using electronic tax register machine service tax authorities can reduce the costs of manual data entry and
processing, eliminate human errors, and reduce the turnaround time for processing income tax return (Hu et al.,
2009).

The main objective of these study was examine the factors that can influence taxpayers’ adoption for
electronic tax register machine. Some studies (Amin, 2008, Hung ef al.,2006, Hussein ef al., 2010, Beneke ef al.,
2011, Ramayah & Aafaqi, 2004), identified the factors that can influence the use of electronic tax register machine
in other countries such as perceived usefulness, perceived risk, subjective norm, self-efficiency and timeliness. To
the best of my knowledge, there has been no study conducted so far analyzing the factors affecting taxpayers’
adoption for e-tax register machines in Benishangul Gumuz Regional State revenue authority tax payers. As a
result this study differ from previous studies conducted in Ethiopia in identifying perceived usefulness, perceived
risk, subjective norms, self-efficiency and timeliness as factors which influence taxpayers’ adoption for electronic
tax register machine(ETRMs) in Benishangul Gumuz Regional State revenue authority tax payers.

2. Related Literature Review

Electronic tax register machine have been used for sales register since long time ago in developed countries.
However, the introduction of Electronic tax register machine in developing countries such as Ethiopia is a recent
phenomenon. Hence, there are very few reports related to Electronic tax register machine effect on adoption of
taxpayers in developing countries. Thus, the review is limited to few literature sources from the current
publications.
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Electronic tax register machine service is a very specific form of electronic tax system that supports tax authority
processes, work flow systems and electronic record management on the one hand, knowledge management and
automated risk analysis to assess the credibility of tax returns on the other hand (Trauner, 2007). It is an important
application that automates tax related processes in an attempt to improve efficiency in assessing and collecting tax
information (Fu, Chao & Farn, 2005).By using electronic tax register machine, tax authorities can improve
accuracy and efficiency over paper-based filing, lower costs, and faster refunds (Pant et al., 2004).

3. Conceptual Frame work

The conceptual framework was the mental picture of the relationship between the dependent variables and
independent variable of the study. Therefore, a research framework is depicted in Figure 3.1 to examine factors
that affecting taxpayers’ adoption for e-tax register machines, where the framework postulates that self- efficiency,

perceived usefulness, subjective norms, perceived risk and timeliness.

B

Subjective norms

This chapter’s focus on the manner in which the study had been conducted to address the objectives of the
study stated in the introductory chapter. It greatly concern research approach and design, type of data and data
collection techniques, sampling mechanisms including sample size, method of data analysis and measurement of
variables included in the regression model and model specification.

4.1. Research Design and Approach

The choice of research design depends on objectives that the researchers want to achieve (Admas, 2007). The
study would be used explanatory research design. Explanatory research design it examines the cause and effect
relationships between dependent and independent variable (Kothari, 2004). Quantitative approach is more
appropriate to achieve the purpose of this study, because it employs statistics, which is a comparative
methodological discipline that uses mathematical ideas for descriptive analysis, point inference, and hypothesis
testing.

4.2. Population, Sampling and Sampling Technique

This research targeted in Benishangul Gumuz Regional State revenue authority taxpayers, the study conducted
only three Zone level category “A” and “B” taxpayers. The total number of category taxpayers is 2,288. Adopter
of e-tax register machine and non-adopter are selected by using Yamane sample size determination formula in
(1967) with 95percent of confidence level determination sample respondents.

2,288
n=——— =400
1+N(e)2 1+2,228 (0.05)2

Where: n= sample size of adopter and non-adopter of tax payers

N= total number of taxpayers in the study

e = margin of error
Based on this formula total sample of 400 taxpayers, from e-tax register machine adopters and non-adopters are
selected based on proportion of the total population.

Formula: n=
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Table 1: Distribution of sampled respondent in the study area

Zones Total Category A and B taxpayers Samples
Assosa 1,438 258
Metekel 434 78
Kamashi 356 64
Total 2,228 400

Source: Benishangul Gumuz Regional State Revenue Authority, (Own computation, 2018).

4.3. Data type and source
The study is used primary data collection techniques. The primary data are gathered from selected respondents
through closed ended questionnaires. In general, the main instrument of data collection to be used is questionnaire.

4.4. Measurement of Dependent and Independent Variable.
Table 2: Summary of Measurement of Dependent and Independent Variables

- Variables Symbol Type

5 o Adoption for E-tax register machine ETRM Dummy
ER=

o .S

&=

A >

= Self-efficiency SE Dummy
-§ % Perceived usefulness PU Dummy
2.z Perceived risk PR Dummy
-3:; S Subjective norm SN Dummy
— = ™ Timeliness TL Dummy

Source: Own Computation

3.5. Econometric Model specification and Data Analysis

To conduct this research the researcher would be used the Binary logistic regression model. The study uses the
dependent variable which is adoption for e-tax register machine service (ETRMs) with depending on five
independent variables which are: self-efficiency of taxpayers, perceived usefulness, perceived risk, subjective
norm and timeliness. In order to fulfill the desired objectives the following functional form is used.

Pl = f(Zl, Zz, Z3, Z4 ............ Zn) .......................................................... (2)
The econometric equation for the Binary logistic regression model stated in equation (2) can be specified as:
Pi = a0 + a1ETRM + a2Z2 + a3Z3 ... ... FoanZn+ P e 3)

Yi = Bo+ B1SEi + B2PUi++ B3PRi++ PaSNi+ BsTLi+ + i

Where,
Yi = dichotomous variable representing adoption for electronic tax register machine; and it is equal to one if the
taxpayer adopt e-tax register machine and zero otherwise.

Parameters; a1, a2, a3 .....anrepresents coefficients for the row vectors to be estimated, and

EE|- Self efficiency

PU,- Perceived Usefulness

PR3- Perceived risk

SNs- Subjective norm

TLs- Timeliness

Wi -is the error term.

B1, B2, - Ps are the parameters estimate the coefficient of the independent variables.

3.6. Data Analysis

The study uses both descriptive and econometric data analysis techniques. In descriptive statistics, the
demographic and socioeconomic behavior of taxpayers characteristics were explained and in econometric analysis
factors that affect taxpayers’ adoption for electronic tax register machine and their effect on it was analyzed by
using STATA software package. Since STATA is powerful statistical software that enables us to analyze, manage,
and produce graphical visualizations of data in addition to mathematical analysis.
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4. Results of Probit Model for the factors of taxpayers adoption for e-tax register Machine

This study employed the probit regression model to estimate and infer the parameters of the factors that affect
taxpayers’ adoption for electronic tax service. Out of the total five explanatory variables, output for the probit
equation shows that four variables were found to be significantly affect the probability of adopting electronic tax
service. Variables found to be significant included; perceived usefulness, perceived risk, self-efficiency and
timeliness of e-tax service. With the above brief background, the marginal effect of the significant explanatory
variables on adoption for electronic tax service is as follow.

Table 3. Maximum likelihood estimates of the binary probit model and its marginal effect on the
determinants of adoption for e-tax register machine.

Variables Std. err. Z P>z Marginal effect
Pu 0.04448 3.93 0.000%** 0.1747499

Pr 0.05577 -2.81 0.005%** 0.1566222

Sn 0.02746 0.37 0.710 0.0102213

Se 0.04249 2.29 0.022%* 0.0973823

Tl 0.03410 2.16 0.031** 0.0736737
Cons. 0.52968913 -4.85 0.000*** -

Dependent variable  adoption for electronic tax service

Log pseudo likelihood -51.970903
Wald chi2 (5) 43.32

Prob> chi? 0.0000

Pseudo R?0.4288

Number of observations 400

Source: computed from own survey data, (2018)
Dy/dx (marginal effect) is for discrete change of dummy variables from 0 to 1
Note: ** and *** indicate significant at 5% and 1% level of significance respectively

Probit regression model was employed to examine the factors that affect taxpayers’ adoption for e-tax service.
Chi-square test was applied to statistically compare adopters of e-tax service and non-adopters for discrete
explanatory variables.

5. Conclusions

From the estimation result of the marginal effect of the probit model for the factors of taxpayers’ adoption for
electronic tax register machine four variables were found to be significant on the probability of adoption for e-tax
register machine. The variables that become statistically significant include: perceived usefulness, perceived risk,
self-efficiency and timeliness.

Being usefulness of electronic tax register machine creates higher probability for taxpayers to adopt the
service. This indicates that when the electronic tax register machine is useful as perceived, the probability of
taxpayers to adopt it increases. Perceived risk also negatively and significantly associated with taxpayers’ adoption
for e-tax register machine. Furthermore, self-efficiency and timeliness affect taxpayers’ adoption for electronic tax
register machine positively and significantly. Self-efficient taxpayers to operate the system have higher probability
to adopt the electronic tax register machine than those who cannot able to operate the system. Timeline electronic
tax register machine also attracted taxpayers to adopt it and affect adoption for electronic tax register machine
positively.
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