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ABSTRACT 

This study aimed at examining the impact of information technology on the efficiency of tax 

administration in Ethiopia. It specifically investigated the benefits, drawbacks, impacts of 

information technology on tax administration and challenges for application of information 

technology on tax administration. IT affects the quality of service delivery directly or indirectly, 

taxation service deliver by the office also affected taxpayers. This has impact on the tax 

administration. This motivated the researcher to do a study on the impact of information 

technology on the efficiency of Tax administration in Ethiopia. To achieve objectives, a 

quantitative research approach and descriptive research method were applied. Sample 

respondents are taxpayers and staffs from the Ministry of Revenue were selected using a cluster 

random sampling technique. The study used primary and secondary data sources. The 

questionnaire was used to gather relevant primary data pertinent to the study. From the findings 

the application of IT helped in saving time to complete tax payment, efficient and convenient tax 

payment, increasing transparency in terms of assessing information. IT also provided major 

benefits for effective taxpayer’s data recording. Furthermore, the study identified challenges that 

prevent the appliance of IT in tax administration are lack of IT infrastructure, lack of staff 

commitment, insufficient training, poor network connectivity, and lack of awareness. The finding 

of study also revealed the drawbacks of information technology in tax administration. These 

include increase in fraudulent tax refund claims, corporate account takeover (the hacking of 

corporate body website), filing of fake tax returns and data leaks; it leads to personal identity 

theft and sensitive data theft and increases making false statements and income declaration. The 

findings of this study also show that the effective appliance of information technology on tax 

administration has a big impact on efficiency. When there is a good environment application of 

Information Technology enables to an increase in the tax base as additional potential taxpayers 

come into the tax net. The study revealed that information technology (E-tax filling, Network 

connectivity, Technical skill, Database, Online registration and online remittance) affect tax 

productivity with 0.375, 0.135, 0.136, 0.111, 0.156, and 0.147 (p=0.00, 0.01, 0.04, 0.032, 0.005 

and 0.00), there is relationship of 78.4% (p=0.000), 65.6% (p=0.000), 64.0% (p=0.000), 

69.6%(p=0.000), 74.4% (p=0.000) and 72.7% (p=0.000) between E-tax filling, Network 

connectivity, Technical skill, Database, Online registration and online remittance on Tax 

administration. It is also recommended that the respective agencies responsible for tax collection 

should carry out awareness in the form of seminars and sensitization of the process and 

suitability of information technology on tax administration. 

 

Keywords: Information Technology, Tax Administration, Taxpayers, E- tax system, Network 

connectivity, Database, Online Registration, Online Remittance, and MOR
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CHAPTER ONE 

INTRODUCTION 

1.1. Background of the Study 
Good governance is when the agreement between the governments and the governed are satisfied. 

The capability of a country to grant for the welfare and security of its people, as well as to develop 

and consolidate representative democracy, is determined by its capability to raise sufficient 

resources. Like other many African countries, internally generated revenue in Ethiopia depends on 

taxation. (Adewoye, J. O. & Olaoye, C. O. , 2009) 

Taxation is one of the major and groundbreaker sources of government revenue. Taxation is vital for 

sustainable economic development and tax administration maybe a basic task of a successful state 

that makes tax authority to enhance its collection service and have more effective tax administration. 

Taxation helps in making government accountable to its people and when governments spend 

taxpayer‟s money, they are more accountable to make budget decisions transparent and accessible 

(Joanna, 2014). The aim of any tax authority is to establish a system that enables collection of 

required taxes at minimum cost. Most developing country government offices are characterized by a 

lot of paperwork, long queues, bureaucracy, consume spaces and a lot of dissatisfactions. With the 

changing global rules and regulations and growing demands of citizens, governments are under 

pressure to provide services at better quality and the right time. Easing administrative duties and 

services offered to citizens is a goal for every government. Simplicity can be realized through the 

use of IT like that of an electronic filing system (Mutula, 2012).   

Information Technology is an application that is used in receiving information, forwarding 

information, and receiving feedback from the sender. Information technology denotes the use of 

computers, microelectronic devices, and telecommunication gadgets. Also, devices such as 

searchlight, internet services, intranet, and telnet are used to communicate between two or more 

people/organizations.    

Application of information technology is the acquisition, production, transformation, storage, and 

transfer of data through electronic means in the form of vocal, pictorial, textual and numerical to 

facilitate interaction between people and machines. In recent decades, there has been a widespread 

of information Technology (IT) into many tiers of business, political processes, and structuring of 

the global economy. IT has increased international interconnectivity and speed up the process of 

globalization. IT, in conjunction with globalization and the information revolution have reshaped the 
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workforce in various parts of the world. IT has enabled corporations to outsource jobs by increasing 

the speed of international communication, both within the manufacturing also as white-collar 

sectors, which has resulted in lowers production costs and detrimental impacts on labor conditions. 

(Adewoye, J. O. & Olaoye, C. O. , 2009) 

Tax on the other hand is a charge on the income of individual and corporate bodies by the 

government. Zubairu (2007) defined tax as a compulsory levy imposed by the government through 

its agent on the income of individuals and corporate bodies as well as on goods and services.  

The Ministry of Revenue is the body charged with the responsibility of accessing, collecting, and 

accounting for the various taxes to the regional and federal governments of Ethiopia.   

Ministry of Revenue (MOR) collects the following categories of taxes as provided in the various tax 

laws. These include Companies‟ Income Tax (CIT), Value Added Tax (VAT), Education Tax 

(EDT), Capital Gains Tax (CGT), Information Technology Tax (ITT) Withholding Tax (WHT) and 

International Tax. MOR collects the above-mentioned taxes in line with laid down rules and 

regulations known as the tax legislation.   

Though in most developing countries manual filing remains the usual and most widespread method 

of submitting tax returns for government revenue services, the world advancing in technology, has 

made things easily done electronically. As web technology is becoming more and more popular, the 

introduction of Internet filing has brought fundamental changes to the tactic of filing tax returns 

(Hwang, 2000). 

The advent of Information Technology has played a major role in improving the business and 

economic activities of both the private and public organizations. While it‟s opened up opportunities 

that have gone undiscovered or neglected, it‟s saved many organizations many of perpetual fraud 

through its applications. The appliance of Information Technology has become highly necessary in 

Ethiopia‟s tax administration as the use of Information Technology makes for fast, simple, and 

accurate computation, storage, and presentation (retrieval) of data(records). (Chau, 2001) 

Certain computer programs have been created to facilitate the computation of cumbersome data. 

Programs such as Microsoft Excel (Electronic Spread Sheet), Microsoft Access (Database) are some 

of the most common examples. (Lee, 2008 ) 
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In Ethiopia, the socio-economic impact of Information Technology is one of the most often 

discussed issues. Identifying the impact of Information Ttechnology on the efficiency of tax 

administration is necessary to indicate that the application of IT allows solutions in the country that 

generate revenue and demand for modern tax administration service is increasing at a high rate. 

Development of IT is one of Ethiopian government strategic priorities. This IT policy is an 

expression of its commitment to the development of IT both as an industry and as a facilitator of 

socio-economic transformation. As a result, the gov‟t of Ethiopia considers the finance sectors as a 

focus of IT application due to the shortcomings of the state to perform their duty efficiently and 

effectively because of poor revenue mobilization and inefficient tax administration and to 

attenuate public dissatisfaction as a result of delays, and inefficiency of state services. (Mintwab, 

2018) 

Despite the adoption of IT as an institutional measure in tax administration, the problem of poor tax 

administration still persists. In Ethiopia, corporate taxpayers have not fully embraced the use of 

Information Technology for tax administration and do not take advantage of the available IT 

platforms to remit their taxes. The fundamental question is that, has the application of IT enhanced 

performance of tax administration in Ethiopia? This is the central problem which the researcher 

wants to examine.  

1.2. Statement of the problem 

The rapid growth and development of Ethiopia led to an enhanced increase in population as well as 

an increasing number of companies. Tax planning and tax management have increasingly become 

complex activities due to growth in business and the subsequent expansion in the scope of 

operations and fiscal size. Given the amount of data that needed to be analyzed to assess and 

perform tax liabilities, it has become imperative form that both tax institutions and companies 

deploy appropriate computer software to enhance tax planning and administration. (Adimassu, N. 

A., & Jerene,, 2015) 

Over the years, tax administration in the Ministry of Revenue (MOR) has been plagued with several 

limiting factors such as weak administrative lapses and administrative services like the evidence of a 

manually compiled database of taxpayers. A manual compilation involves the use of files/ folders 

for data storage(traditional storage). When data (records) are stored in traditional storage manner 

over a long period of time, retrieval of such records is extremely difficult and this lead to in 
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situations such as tax evasion, tax avoidance, inadequate records, and mis-management on the part 

of the tax officials, incapability to identify all taxable persons and lack of an effective mechanism in 

place to prosecute cases of tax evasion (Ayodeji, 2013).   

The recent globalization of information technology has made business organizations, companies, 

individuals, and government organizations change from the manual way of communication to an 

electronic communication system such as telephone, internet, web portal, and intranet. The modern 

communication devices provide more effective services such as phone calls, transactions, messaging 

in the form of pictorial (graphical), audio-visuals, textural, and the likes.  

MOR has tried to employ and utilize Information Technology infrastructure for efficient and 

effective tax administration and to satisfy the interest of the taxpayer by making the service 

provision more flexible, suitable and closer to the taxpayers. However, even if the appliance of 

Information Technology in tax administration activities is encouraged, the appliance of Information 

Technology in tax administration is inefficient and ineffective. (Abera, 2019) 

The network dis-connectivity, a less number of skilled and motivated human power, low satisfaction 

of the taxpayers towards the technology, and scarce IT infrastructure are cause for the inefficient 

appliance of Information Technology. As a result, it affects the quality of service delivery directly or 

indirectly, improves revenue mobilization and collection, effective taxpayer‟s data recording, tax 

assessment monitoring, and investigation activities. Furthermore, taxation service deliver by the 

office also affected taxpayers. (Adewoye, J. O. & Olaoye, C. O. , 2009) 

Some empirical studies were conducted on tax administration, Asamnew (2012) discussed about tax 

administration of category “A” taxpayers found in YEKA sub city. Abera M. (2018) held a study on 

identifying the perception of taxpayers‟ on factors influencing electronic tax filing adoption in the 

Ministry of Revenue; Large Taxpayers‟ Office (LTO), Eastern and Western Addis Ababa branch 

offices. Abera T. (2019) conducted a study to determine the influence of Electronic tax filing system 

on tax compliance in large taxpayers‟ branch office.  

As far as a researchers knowledge and accessed litratures none of the studies had so far been carried 

out to investigate information technology, in terms of online tax filing, network connectivity, 

technical skill, database, online tax registration and online tax remittance on the efficiency of tax 

administration in terms of tax compliance, cost and quality, which depicts the existence of a gap in 

the literature. 
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Hence, this makes the researcher to perform the study on the impact of Information Technology on 

the efficiency of Tax Administration in Ethiopia.   

1.3. Objective of the Study 

1.3.1. General Objective  

The general objective of the study is to examine the impact of information technology on the 

efficiency of tax administration in Ethiopia. 

1.3.2. Specific Objectives 

The specific objective of the study: 

 To identify the impact of E-tax filing on the efficiency of tax administration in Ethiopia. 

 To identify the impact of Information Technology on the tax compliance. 

 To identify the impact of Information Technology on the quality of service. 

 To identify the impact of Information Technology on cost. 

 To identify the impact of Network on the efficiency of tax administration in Ethiopia. 

 To identify the benefits of the application of information technology in tax administration.  

 To identify the challenges for appliance of Information Technology on tax administration.   

 To examine the drawbacks of the application of information technology in the administration 

of tax in Ethiopia. 

1.4. Research Questions 

The following research questions are suggested to guide the study: 

 What are the impacts of information technology on tax compliance? 

 What are the impacts of information technology on quality of services? 

 What are the impacts of information technology on cost? 

 What are the benefits of applying information technology for MOR and taxpayers? 

 What are the challenges that MOR faces in executing Information Technology?  

 What are the drawbacks of applying information technology in tax administration?  

1.5. Research Hypotheses 

Based on the literature and articles point of view, E-tax Filing, Technical skill, have positive 

significant impact on Tax efficiency.  On the online registration, online remittance and network, 

have a negative significant effect on efficiency tax administration.  
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Based on the objectives of the study, the following research hypotheses stated in null form were 

formulated to answer the above research questions: 

H1: E-tax filing has a positive impact on the efficiency of tax administration.  

H2: Network connectivity has a positive impact on the efficiency of tax administration.  

H3: Technical skill of information technology has a positive impact on the efficiency of tax 

administration.  

H4: Having a tax payer‟s database has a positive impact on the efficiency of tax administration.  

H5: online tax registration has a positive impact on the efficiency of tax administration.  

H6: online remittance has a positive impact on the efficiency of tax administration.  

1.6. Significance of the Study 

The results of this study are expected to be significant in various respects, which are significant to 

the researcher, to other researchers, to the organization in question (the case study) and the country.  

Primarily it is useful for policy makers. It is expected that this study forms a most important means 

to stimulate the initiation of a proper legislative process that will regulate tax administration in 

Ethiopia. 

Furthermore, it is use full for the organization. Effective implementation of information technology 

in tax administration has of immense benefit to tax authorities. The application of information 

technology will minimize work time, improve efficiency, and minimize opportunities for corrupt 

practices in the system. 

Finally, it is useful for taxpayers. It is believed that the information generated from this research will 

enhance the tax payer‟s awareness of tax issues like tax incentives and penalties for tax-related 

offenses such as tax evasion. 

1.7. Scope of the Study 

This research study is focused on the impacts of information technology on the efficiency of tax 

administration in Ethiopia. Conceptually, this study is delimited to examining the impacts of 

information technology on tax compliance, quality of service and cost. In addition it also examined 

the challenges, benefits, drawbacks of application of information technology on tax administration 
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(MOR). It does not examine other tax administration efficiency factors such as tax laws and 

regulation, tax payer‟s knowledge, collection procedure etc.  

Ministry of Revenue (MOR) found throughout Ethiopia. This study does not address all the branch 

offices. By considering the similarity of the system, Addis Ababa branch offices are assumed to be 

representative. Therefore, the study is geographically delimited to Addis Ababa. Thus, the three 

main branches i.e. Eastern, Western, and Large Tax Payers branch offices of MOR are the main 

subjects of the study. 

1.8. Limitation of the Study 

While running out this study, some limitations were faced, they include the following: 

i. Covid-19 was a major limitation to collect data.  

ii. Lack of access to certain materials needed for the research. 

iii. Lacks of cooperation from the organization as certain tax institutions were not forthcoming 

with their record 

 

1.9. Operational definition of terms 

To avoid confusion surrounding the words, the following technical terms have precisely been 

defined. 

Tax- is a compulsory financial charge or some other type of levy imposed upon taxpayers (an 

individuals or legal entities) by a governmental organisation in order to fund gov't spending and 

different public expenditures. A failure to pay, along with evasion of or resistance to taxation, is 

punishable by law 

Tax Evasion- is an act by the taxpayer can achieve the minimization of tax based on rules and 

regulation.  

Tax Avoidance- a situation where a taxpayer arranges his financial affairs in a form that will make 

him pay the least possible amount of tax in accordance with the law. 

Ordinance- A law or rule made by an authority such as a city government. 

Stakeholders- Those persons/ entities that contribute to, and derive benefits from, the country‟s tax 

system. This includes every Ethiopian citizen and resident, corporate entities, government at all 

levels, and government agencies. 



17 | P a g e  

 

1.10. Organization of the paper  

The study is organized in five(5) chapters. The first chapter(Chapter I) is Introduction. In this 

chapter, the basic framework of the study including background, Statement of the Problem, 

Objectives and research question with a hypothesis, significance of the study, scope and limitations 

of the study were discussed. Chapter II comprises of literature and related studies. Chapter III 

presents the research methodology that will be used in carrying out the study. Chapter IV is 

concerned about results and discussion of the finding. Finally, Chapter V provides a summary, 

concluding remarks, and recommendations.   
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CHAPTER TWO 

LITERATURE REVIEW 

2.1. Information Technology 
Information technology is tools, devices, and resources used to communicate, create, manage, and 

share information. IT include hardware(computers, modems, and mobile phones), software 

(computer programs,  mobile phone applications), networks (wireless communications, Internet), 

softwares and concerned with the purpose of collecting,  processing, storing and transmitting 

relevant information to support the management operations in any organizations (Adewoye  & 

Olaoye,  2014). It is a system that provides historical information on the current status and projected 

information,   all appropriately summarized for    those having   an   institutions or forms (Adigbole  

&  Olaoye, 2014). Adewoye  & Olaoye (2009) stated that future planning information technology is 

built using the following;  people,  data processing,  data communication, information system, and 

retrieval, and system planning. 

Information Technology in Ethiopia 

The first application of IT in Ethiopia has been started in 1884 when telecommunication introduced 

into the country (Mulat and Tadesse, 2006). But according to (Lishan,2008), Ethiopian IT 

infrastructure is development of a broad-based national ICT policy in Ethiopia began in early 1997. 

It is one among lowest in the world. The average teledensity of Ethiopia on respect of the fixed-line 

is found so low at about 1.2. According to (Aman, 2010), Conforming to the African picture, the 

mobile converge appears better and is reported to be about 4.4. The data of the Ethiopian 

telecommunication corporation (ETC), which is the sole telecom services provider of the nation, 

tells us that Internet subscription is 0.056 where Internet usage is reported by ITU to be 0.42 in 

2008. Concerning usage, the study commissioned by the Ethiopia ICT Development Authority 

(EICTDA), which is the public administrative agency, tells us that the proportion of Ethiopians 

living in Ethiopia who have ever used the Internet ever since it‟s launching in 1998 is just 7.74% of 

the total population. Speaking of broadband interest subscriptions, the whole country or nearly 73 

million has just 1898 broadband subscribers and that puts the proportion per 100 inhabitants at 

0.0026. Similarly, the number of computers per 100 inhabitants is as low as just 0.31, while the 

percentage of people who have ever used computers is just 3.12 of the total population. Another 

survey on different governmental offices or the federal and regional levels shows that only 27% of 

public servants are availed computers and 13% availed printers. 
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According to the (ITU world telecommunication/ICT/indicator data) report on Nov, 2015 the 

Ethiopian average ICT user reaches 1.1,1.5,1.9 and 2.9 per100 inhabitants in the year 

2011,2012,2013 and 2014 respectively. From the ITU report in July 2014 Ethiopia has a share of 

0.06% ICT usage from the world (www.internetlivestats.com) 

2.2. Tax and Taxation 
Several authors have defined tax in different ways, however, the most common element of the 

numerous definitions is that it is a “compulsory levy” that is imposed on the income, profits, 

property, wealth and consumption of goods and services of citizens of a country (whether corporate 

entities or individuals) by the government of such country to enable government obtain the required 

revenue to provide basic amenities like road, school, and security for the well-being of the citizens 

(Soyode & Kajola, 2006). 

However, on the other hand, taxation can be broadly defined as the process in which 

societies(communities) or groups of persons are made to contribute in some agreed quantum and 

method for the administration and development of the society (Ogundele, 1999). From the various 

attempts to define tax, it can be concluded that taxation involves the pooling of economic resources 

from the taxpayers to the government to achieve the objectives of the state. 

Nature and Scope of Taxes 

The main purpose of taxation and its product, tax, is to raise revenue to defray government 

expenditure and for the government to secure the lives and properties of the citizens against any 

external aggression or internal insurgencies within its jurisdiction (Adeyeye, 2013). Nzotta (2007) 

posited that three important issues must be understood for taxation to play its required functions for 

the government in society. First, a tax is a compulsory contribution made by the people to the 

government and this contribution is for general common use. Secondly, there is a presumption that 

the contribution to the public revenue made by the taxpayer may not be equivalent to the benefits 

received. Finally, a tax is not imposed on a citizen by the government because it has rendered 

specific services to him or his family. Thus, it is evident that a good tax administration plays many 

roles in the process of economic development of any country which Ethiopia is not an exception 

(Appah, 2010). A system of tax penalties and incentives may be designed to influence the efficiency 

of resource usage; the distribution of the tax burdens plays a large part in promoting an equitable 

distribution of the fruit of economic development; the tax treatment of investment from abroad may 
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affect the volume of capital inflow and rate of reinvestment of earnings there from, and the pattern 

of taxation on imports relative to that of domestic producers affect the foreign trade balance. 

Nzotta (2007) noted that taxes generally have an allocation, distributional and stabilization 

functions. The allocation function of taxes entails the determination of the pattern of production, the 

goods that should be produced, who produces them, the relationship between the private and public 

sectors, and the point of social balance between the two sectors. The distribution function of taxes 

relates to how the effective demand over economic goods is divided among individuals in society. 

According to Anyanfo (1996), the principles of taxation mean the application of appropriate 

modality in the development and assessment of the tax structure. Such principles are essentially an 

application of some concepts derived from welfare economists. To achieve the broader objectives of 

social justice, the tax system of a country should be based on sound principles. Many authors have 

highlighted the principles of taxation as equity and fairness, certainty, convenience, economy, 

simplicity, productivity, flexibility, and diversity (National Tax Policy, 2016). 

Taxation in Ethiopia 

The history of taxes reveals that their coercive nature is of comparatively recent development. The 

original idea of a tax was that payment was not obligatory upon the subject, but consisted rather as a 

voluntary contribution toward the expenses of government, as appears from the Medieval Latin term 

donum, and the English "benevolence." This conception of the relation between the subject and 

government was gradually transformed; payment becoming more and more obligatory until finally, 

coercive taxation resulted. At the present payment of taxes is obligatory in all civilized nations; 

where the rate of imposition is at all dependent upon the taxpayer, the tax takes the form of a fee or 

payment for contractual services. 

Resources were allocated among the various sectors of the economy differently in the imperial and 

revolutionary periods. Under the emperor, the government dedicated about 36% of the annual 

budget to national defense and maintenance of internal order. Toward the end of the imperial period, 

the budgets of the various ministries increased steadily while tax yields stagnated. With a majority 

of the population living at a subsistence level, there was limited opportunity to increase taxes on 

personal or agricultural income. Consequently, the imperial government relied on indirect taxes 

(customs, excise, and sales) to generate revenues. At the same time, direct taxes accounted for less 

than one-third(1/3) of tax revenues. 



21 | P a g e  

 

The revolutionary government changed the tax structure in 1976, replacing taxes on agricultural 

income and rural land with a rural land-use fee and a new tax on income from agricultural activities. 

The government partially alleviated the tax collection problem that existed during the imperial 

period by delegating the responsibility for collecting the fee and tax on agriculture to peasant 

associations, which received a small percentage of revenues as payment. Whereas total revenue 

increased significantly, to about 24%of GDP in l988/89, tax revenues remained stagnant at around 

l5% of GDP. In l974/75, total revenue and tax revenue had been l3 and 11%of GDP, respectively. 

Despite the 1976 changes in the tax structure, the government believed that the agricultural income 

tax was being underpaid, largely because of under assessments by peasant associations. 

The government levied taxes on exports and imports. In 1987 Addis Ababa taxed all exports at 2 

percent and levied an additional export duty and a sur-tax on coffee. Import taxes included customs 

duties and a 19 percent general import transaction tax. Because of a policy of encouraging new 

capital investment, the government exempted capital goods from all import taxes. Among imports, 

intermediate goods were taxed on a scale ranging from 0 to 35 percent, consumer goods on a scale 

of 0 to l00 percent, and luxuries at a flat rate of 200 percent. High taxes on certain consumer goods 

and luxury items contributed to a flourishing underground economy in which the smuggling of some 

imports, particularly liquor and electronic goods, played an important part. 

Although tax collection procedures proved somewhat ineffective, the government maintained close 

control of current and capital expenditures. The Ministry of Finance oversaw procurements and 

audited ministries to ensure that expenditures conformed to budget authorizations. 

Current expenditures as a proportion of GDP grew from l3.2 percent in l974/75 to 26.1 percent in 

l987/88. This growth was largely the result of the increase in expenditures for defense and general 

services following the 1974 revolution. During the l977-78 Ogaden War, for example, when the 

Somali counteroffensive was underway, the defense took close to 60 percent of the budget. That 

percentage declined after l979, although it remained relatively higher than the figure for the pre-

revolutionary period. Between l974 and l988, about 40 to 50 percent of the budget was dedicated to 

the defense and government services. 

Economic and social services received less than 30 percent of government funds until l972/73 when 

a rise in educational outlays pushed them to around 40 percent. Under the Derge regime, economic 
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and social service expenditures remained at pre-revolutionary levels: agriculture's share was 2 

percent, while education and health received an average of l4 and 4 percent, respectively. 

The Ethiopian Tax Reform of 2002 

Since 1992/93, the Government of Ethiopia has made a major economic policy shift from Central 

Planning to market-oriented economic system. In line with this change, a series of tariff and tax 

reform measures have been taken. The reasons to these were: outdated tariff and tax laws; weak 

customs and tax administration; failure of the tariff and tax regime to attract investment, to facilitate 

trade and to generate adequate revenue to cover current and capital expenditure, and hence finance 

development and poverty-reducing projects.  

The series of tariff and tax reform programs have helped to increase both the Federal Government 

and national revenue. As per the reports of the Ministry of Revenue, the Federal Revenue has 

increased to Birr 6.7 billion in 2002/2003 from Birr 2.54 billion in 1993/94 as the result of which 

federal revenue as a percentage of the GDP increased from 8.97% in 1993/94 to 11.87% in 2002/03. 

The increase in revenue mainly attributes to the modest increase in both direct and indirect taxes, 

foreign trade taxes. As well, National tax revenue as a percentage of GDP has increased to 15.1% in 

2002/03 from 10.9 in 1993/94. Despite, the series of reforms and an increase in revenue, the overall 

budget deficit with and without grant has been increasing. For example, the overall budget deficit 

without grants as a percent of GDP has increased from -5.2% in 1996/97 to -14.5% in 2002/03. This 

shows that the performance of revenue collection in Ethiopia has been low compared to the rest of 

Sub-Saharan African countries which is over 23% of the GDP.  

Hence, coupled with a series of reductions in the import tariff, excise tax, and income tax, and 

widening of the budgetary deficit, introducing a neutral and efficient tax, i.e. the VAT with a broad 

tax base was considered. Value Added Tax (VAT) has become a major tax instrument worldwide.  

The global trend to introduce VAT in more countries is continuing.  VAT has also become an 

indispensable component of tax reforms in developing countries.  Ethiopia's tax reform program has 

introduced VAT since January 2003.  

VAT revenue performance and its neutrality and efficiency are also the reasons for the superiority of 

this tax in contrast to other common tax instruments such as the turnover tax.  The emerging 

conventional wisdom, based largely on practice and numerous country case studies, suggests that a 

single rate VAT (with the rate between 10 and 20%), with very few exemptions and, therefore, a 
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broad base is superior to a VAT with multiple rates and many exemptions which reduce its base and 

complicate administrations.  Ethiopia's standard VAT rate of 15% and 10% equalization for services 

and 2% for goods have to be studied in the medium term whether or not they could broaden the tax 

base and register high revenue performance.  

 Major Types of Taxes in Ethiopia 

The major types of taxes that exist in Ethiopia, their meaning, rates, and conditions, as provided by 

the Federal Inland Revenue Authority, are presented as follows: 

1.   Value Added Tax (VAT) 

This is a sales tax based on the increase in value or price of a product at each stage in its 

manufacture and distribution. The cost of the tax is added to the final price and is eventually paid by 

the consumer. 

The rate and impose of VAT: 

1. The rate of VAT is 15% of the value for every taxable transaction by a registered person, all 

imported goods other than an exempt import and an import of services; 

2. The export of taxable goods or services to the extent provided in regulations for a zero tax 

rate is: 

The export of goods or services to the extent provided in the regulation; 

 The rendering of transportation or other services directly connected with international 

transport of goods or passengers, as well as the supply of lubricants and other consumable 

technical supplies taken on board for consumption during international flights; 

 The supply of gold to the National Bank of Ethiopia; and 

 Supply by a registered person to another registered person in a single transaction of 

substantially all of the assets of a taxable activity or an independent functioning part of a 

taxable activity as a going concern provided a notice in writing, signed by the transferor and 

transferee, is furnished to the authority within 21 days after the supply takes place and such 

notice includes the details of the supply.   
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2.   Excise Tax 

This is imposed and payable on selected goods, such as, luxury goods and basic goods which are 

demand inelastic. Besides, it is believed that imposing the tax on goods that are hazardous to health 

and which are caused to social problems will reduce the consumption thereof. The excise tax shall 

be paid on goods mentioned under the schedule of 'Excise Tax Proclamation No. 307/2002'(a) when 

imported and (b) when produced locally at the rate prescribed in the schedule. Computation of 

excise tax is applied (a) in the case of goods produced locally, production cost, and (b) in the case of 

imported goods, cost, insurance, and freight /C.I.F./. Payment of excise tax for locally produced 

goods is by the producer and for imported goods by the importer. The time of payment of excise tax 

for imported goods is at the time of clearing the goods from the customs area, and for locally 

produced goods it is not later than 30 days from the date of production.  

3.   Turnover Tax 

This is an equalization tax imposed on persons not registered for the value-added tax to fulfill their 

obligations and also to enhance fairness in commercial relations and to complete the coverage of the 

tax system. Administrative feasibility considerations limit the registration of persons under the 

value-added tax to those with annual transactions to the total value exceeding 500,000 Birr. 

The rate of turnover tax is 2% on goods sold locally and 10% on others; as provided by the 'Excise 

Tax Proclamation No. 307/2002'. 

 4.   Income Tax 

Income taxable under the Ethiopian 'Income Tax Proclamation No. 286/2002' shall include, but not 

be limited to: 

 Income from employment; 

 Income from business activities; 

 Income derived by an entertainer, musician, or sportsperson from his activities; 

 Income from entrepreneurial activities carried  out by a non-resident through a permanent 

establishment in Ethiopia; 

 Income from movable property attributable to a permanent establishment in Ethiopia; 
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 Income from immovable property and appurtenances thereto, income from livestock and 

inventory in agriculture and forestry, and income from usufruct and other rights deriving 

from immovable property that is situated in Ethiopia; 

 Income from the alienation of property referred to in (e); 

 Dividends distributed by a resident company; 

 Profit shares paid by a resident registered partnership; 

 Interest paid by the national, a regional or local Government or a resident of Ethiopia, or paid 

by a non-resident through a permanent establishment that he maintains in Ethiopia; 

 License fees including lease payments, and royalties paid by a resident or paid by a non-

resident through a permanent establishment that he maintains in Ethiopia.   

5.   Business profit tax 

The taxable business income of bodies is taxable at the rate of 30%. The taxable business income of 

other taxpayers shall be taxed per their revenue. 

2.3.  Tax Administration  
Ola (2001) conceptualized that taxation is a powerful and potential fiscal stabilizer employed by the 

government of nations to plan development policies. The prime aim of tax administration in most 

nations of the world is essential to generate revenue for government expenditure on social welfare 

such as the provision of defense, law and order, health services, and education. Revenue from 

taxation can also be spent on capital projects otherwise called consumer expenditure, creating a 

social and economic infrastructure that will improve the social life of the people (Ariwodola, 2000). 

Apart from this prime purpose of taxation, it can be used as a vital instrument in any nation‟s 

economy for promoting investment through the use of tax incentives and attractive tax exemptions 

which induce local and foreign investors in areas such as manufacturing of goods, export processing, 

and oil and gas, so also, taxation is usually used as an instrument for discouraging certain forms of 

antisocial behavior in the society. Anti-social behavior such as drinking alcohol, smoking, and pool 

betting can be controlled by the imposition of higher taxes on the production of such goods 

(Ariwodola, 2000). 
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Elements of a Viable Tax Administration System 

In respect to Olaoye (2008), a good tax system must be based on the following principles: efficacy: a 

viable tax system should advocates that ethics of professionalism transparency,   accountability,    

probity and efficiency in tax collection; simplicity, the tax system, and the tax law should be simple,   

flexible and adjustable, to compliance by taxpayers and efficiency in operation by tax 

administrators; neutrality which implies that a  good tax system should be free from any form of 

partiality; economy, the tax system should make the economic situation better off and not worse off. 

It must not affect adversely the economic contribution of the taxpayer.  More so, the compliance 

costs to the taxpayers and the administrative costs to the government must not negatively affect the 

national output of taxes collected;  equity,  a  viable tax system must not be arbitrary nor should the 

amount payable be influenced by prejudice or personal feelings; certainty, this stipulates that the 

time of payment, the manner of payment and the amount to be paid should be clear to the taxpayer 

as well as the taxing authorities, convenience which relates to the mode  of payment and the timing. 

This principle stipulates that the time and manner of payments should not inconvenience the 

taxpayer; productivity which stipulates that a   good tax system should be able to produce a large 

amount of revenue. 

2.4. Measurement of Tax Administration Efficiency 
Tax administration has to perform efficiently and effectively to ensure an equitable and 

economically efficient taxation system exists. The importance of an efficient and effective tax 

administration is supported by Gill (2000) who stated that “while the tax policy and tax laws create 

the potential for raising tax revenues, the actual amount of taxes flowing into the government 

Treasury, to a large extent, depends on the efficiency and effectiveness of the revenue 

administration‟. Gill (2000) further added that weaknesses in revenue administration lead to 

inadequate tax collections, hence shrinking the budgetary resource envelope, and affecting the 

government‟s ability to implement its policies and programs and provide public services. Despite the 

importance of having a successful revenue administration, there are no general, agreed-upon 

measures that provide for the comparative assessment of a tax administration‟s performance. Klun 

(1990) also reflected that the literature does not offer a Common definition for performance 

measurement of a tax administration system. There is no one set of widely accepted performance 

measures or indicators for measuring the revenue performance or the overall performance of a tax 

administration system. 
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In establishing indicators for performance measurement and comparing them with performance 

norms, it is proposed that benchmarking is an appropriate tool for evaluating the performance of a 

tax administration. Gallagher (2005) for example, uses performance indicators to assess a tax system 

of a country and then compare it with international benchmarks. Benchmarking is a means of 

comparing a set of specific indicators that capture the fundamental nature of almost any tax system 

to either international best or probably most relevant practices. It is used by some to refer to goals 

and outcome measures that are linked to a strategic plan or vision. The benchmarking system also 

allows the tax authority to establish goals and specific targets for tax collection process 

improvement and modernization. Specific benchmarks can be tracked over time and can show how 

reform or modernization efforts are being implemented and even how they contribute to the tax 

administration‟s performance.  The use of benchmarking is also proposed by the accounting 

profession when the American Institute of CPAs (AICPA) declared that benchmarking is the new 

performance measurement tool which compares costs, staffing, productivity, quality, service, value-

added, technology, and organizational structure; identifies areas that offer the greatest opportunities 

for efficiency improvement; helps sell the need for change internally, and provides access to the best 

practices of world-class performers. Benchmarking, therefore, can be used to evaluate the tasks 

performed by a tax administration. 

2.4.1. The performance indicators used by tax administrations 

Most performance indicators used by government organizations cover economy, effectiveness, and 

efficiency. The economy is about keeping the cost low, efficiency is about getting the most or best 

output from available resources and effectiveness is about achieving the stipulated aims or 

objectives. OECD reports and the research commissioned from RAND Europe revealed that the 

performance indicators used by tax administrations can be grouped into three main categories - 

compliance, cost, and quality and service. 

i. Compliance 

“Compliance” will essentially relate to the extent to which a taxpayer meets their obligations. While 

the exact obligations placed on a taxpayer are going to vary from one taxation role to another and 

from one jurisdiction to the next, there are broad categories of obligation that are likely to exist for 

almost all taxpayers, irrespective of jurisdiction. The OECD defines these as: 

 Registration in the system 

 Timely filing or lodgments of requisite taxation information 
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 Reporting of complete and accurate information (incorporating good record keeping) 

 Payment of taxation obligations on time. 

If taxpayers fail to meet any of the above obligations then they may be considered to be non- 

compliant.  

ii. Cost 

The cost to the taxpayer could also be used as an objective and clear indicator of quality and service 

as it can be actually and measurably perceived by taxpayers. 

INTOSAI guidelines define efficiency as making the most of available resources. Applied to the 

cost, the question could be whether the tax administration is getting the most output – in terms of 

quantity and quality – from its inputs and actions. For benchmarking purposes the most useful sub-

groups of efficiency indicators could be: 

 Costs over time and cost ratios (e.g. administrative costs to collection) 

 Productivity (e.g. number of staff per taxpayer, number of staff per return) 

However, these measures need careful interpretation as the OECD report also observed that cost of 

collection ratios (the ratio of tax administration costs to tax revenue collection) and relative staffing 

levels can vary substantially, due in part to factors unrelated to efficiency and effectiveness such as 

the scope of the taxes and non-tax related activities. 

iii. Quality and Service 

Several tax administrations have increasingly developed indicators to measure the overall quality of 

the tax administrations and the quality of service provided to taxpayers. Some of the indicators could 

also be used to assess compliance, as tax administrations‟ quality and service have an indirect effect 

on compliance. An indicator in this category could be either a “way and means‟ indicator (for 

example, measuring the number of minutes a customer waits on the phone) or a final indicator (for 

example, measuring customer satisfaction with how their call has been dealt with). 

2.4.2.  Tax Administration Improvements 
 

Improvement in the tax administration system is a never-ending process. As the Kelkar report rightly 

out, the fundamental role of tax administration is to render quality service, to encourage voluntary 

compliance of tax laws, and detect and penalize non-compliance. Efficiency in tax administration is 

very important and it involves simplification wherever feasible, but it sometimes requires more 
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complex procedures to secure even enforcement. The aim of this is to eliminate the unnecessary 

burden on the taxpayer and the tax officials and to secure a more equitable and effective application 

of the tax laws. Thereby, the morale and cooperation of the taxpayer as well as the tax office will be 

improved and better revenue structure obtained. An increase in resources devoted to the tax 

administration should also be contemplated. There is a need for the use of presumptive rules in 

assessing tax on certain hard-to-tax groups to generate the needed tax revenue (Richard & Oliver, 

1975). A society‟s willingness to be taxed will depend on a large extent its belief about what the tax 

revenue is being used for. Increased tax effort may be difficult when government expenditure 

patterns do not give rise to a substantial acceleration of national income and when tax sacrifices as 

well as developmental gains are not equitably distributed among the population. Therefore, it is clear 

that tax efficiency is an administrative issue (Asamnew, 2012). Tax structure with minimizing 

distortions, strictly tax exemptions, and elimination of the differences in the tax treatment of 

particular parts of the economy are the key precondition for efficient tax administration. 

Most transition economies have only recently started to address compliance issues and build up a 

modern tax administration with better overall revenue performance. The first step is restructuring 

how the work is organized. Tax administration should develop around activities (such as recording 

or auditing). More generally, tax payment needs to be assessed, collected, and recorded more 

efficiently.  

Benefits of Adopting Information Technology in Tax Administration 

Dzidonu (2012) itemized the benefit of using information technology to manage the operations and 

delivery of public sector institutions to include: improvement in administrative efficiency, 

effectiveness, and productivity, improvement in service delivery, reduction in administrative, 

operational and transactional costs of public and provision of access to information at a reduced 

cost. With taxation, significance of the use   of  IT  is  infinite,  some of  which  are;  facilitates  a 

reducing in the overhead cost of managing the agencies of government responsible for tax 

administration, instant computation  of  tax  liability from  the  use  of  online  tax calculator,  

reduced cost of  registering  tax  payers   and instant generation of tax identification number,  

reducing in staff-taxpayers collusion as regards tax liability, reduction  in fraudulent activities of tax 

collectors  in the aspect of non-remittance of tax received from tax payers and   boost  the   revenue   
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of  government  in  terms   of reduction  in expenses (administrative,  overhead and transactional) 

and corrupt practices. 

Adewoye,  Ademola,  Afolabi  & Oyeleye  (2013) opines  that  the  anticipated  benefits  of  

implementing an information technology system include improvements in productivity,  better  

profit performance, and  a  higher degree of accuracy  of  information.  

Pitfalls of Adopting Technology in Tax Administration 

Ideally,  the  adoption  of  IT-facilities  in administering  taxation  can  leads  to indifference attitude 

on  the  payment of  taxes,  garbage-in-garbage-out, that is imputation of wrong figures that will lead 

to wrong calculation  of  tax liability by online  tax calculator,  poor internet  facility,  poor  

electricity  to  power  host   server, high   cost  of  maintenance  of  IT  facilities,  lack  of technical 

Know-how by tax administering agencies, high level of illiteracy among lower income earners that 

characterized the population, incidence of internet hackers. So  also,  Oseni (2015)  opined  that  the  

use  of IT can   be   catastrophic  if   carelessly  employed  by both   the   tax   payers    and   the   tax   

administrators as scammers  and   hackers  of  the  internet   facilities  can utilize the  ignorance or 

the lax security of the system. 

2.5. Conceptual framework 
The study conceptualized that the level of attitude of the taxpayers towards e-tax return filing 

system, network connectivity, technical skill, database, online registration and online remittance. 

(Independent variables) had a direct and positive influence on the efficiency of tax administration 

(dependent variable). The more positive the attitude of the taxpayers towards e-tax return filing 

system, network connectivity, technical skill, database, online registration and online remittance, the 

more efficient tax administration will be; while more negative the attitude of the taxpayers towards 

those variables, the less efficient tax administration will be. 

In other words, the outcome of positive views was efficient tax administration and negative views 

were inefficient tax administration. But the extent to which the attitude towards tax system 

influenced  the  level  of  efficient tax administration  depended  on  a  number  of  variables.  These 

variables either facilitated or reversed the expected relationship between the independent and 

dependent variables and were controlled by being incorporated  into  the  study  and  studied  

alongside  the  independent  and  dependent variables. This was done in order to isolate and assess 

their independent influence on the dependent variable in the study. 
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Figure 2. 1 Conceptual framework by the researcher 2020 
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2.6. Empirical Review Prior Study on Tax Administration and 

Information Technological  
Several empirical studies have been conducted on electronic tax filing. Fu et al. (2006) carried out 

the study of taxpayer intentions to accept electronic tax filing. Using the filing of personal income 

tax in Taiwan as an example of e-government services, the study found that taxpayers tend to 

concentrate on the usefulness of a tax-filing method and may be fairly pragmatic in developing 

general attitudes towards using the method. Lee (2008) studies the factors influencing the use of 

internet banking. In his work, TAM and PBC were adopted theory and found that internet banking is 

the most profitable e-commerce application over the last decade. Wang (2002) in his study title the 

adoption of electronic tax filing system also used TAM as a theoretical framework. He examines the 

effect of computer self-efficacy on the intention to use an electronic tax-filing system. Using factor 

analysis based on a sample of 260 users from a telephone interview, he suggested the need to extend 

TAM in predicting the intention of users to adopt an electronic tax filing system. 

Olaoye O(2017) examined the impact of information technology on tax administration in south west, 

Nigeria. It specifically investigated the effect of information technology on tax productivity and the 

relationship between information technology on tax implementation and tax planning. The study 

revealed that information technology (Online Tax Filing-OTF, Online Tax Registration-OTR and 

Online Tax Remittance-OTRE) affect tax productivity with -1.9%, 7.3% and 31.5% (p=0.85, 0.526 

and  0.00), there is relationship of -5.9% (p=0.520),9.7% (p=0.290) and 0.344 (p=0.000) between 

OTF,OTR and OTRE on Tax Implementation-TAXIMP and -3.8% (p=0.684), 14% (p=0.140) and 

0.190 (p=0.038<0.05)relationship between OTF, OTR and OTRE on Tax Planning-TAXPLNN. 

Based on the preceding discussion, it can formulate the following research hypothesizes 

H5: online registration has an impact on efficiency of tax administration 

H6: online remittance has an impact on efficiency of tax administration 

Zakariy (2015) discussed tax administration in Nigeria context. It then discussed there is no enough 

staff for tax assessment and collection through the entire state, Lack of proper training and 

knowledge of computer among the staff Poor working condition and un conducive atmosphere for 

effective tax collection, Poor remuneration scale for tax officials, Lack of incentive and motivation 

reward for hard working .Problems of misappropriation and often misconduct among the tax official 

in under computation of due taxes which result in bribery and corruption. 
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Kangave (2005) discussed tax administration in Uganda‟s context. It then discussed Uganda‟s tax 

structure, the problems faced in administering taxes. The author, in his research, identified 

corruption, tax evasion, and inadequate resources for tax administration, poor quality of audits and 

inadequate support for tax administration as problems or challenges of tax administration that have 

weakened the ability to achieve desired revenue targets. 

Jenkins (1991) emphasized that the tax system can never work better than its tax administration, but 

even the best tax administration would certainly fail to turn a bad tax system into a well- operating 

one. The researcher also warned that many ambitious tax reforms failed because of the inefficient 

tax administration. Without the permanent reorganization of the tax administration and almost daily 

improvements in methods of its management, it is impossible to expect that tax reforms could be 

realized successfully. 

In Ethiopia, Asamnew (2012) discussed about tax administration of category “A” taxpayers found in 

YEKA sub city. the results of the in-depth interview carried out showed that there exist inefficient 

and insufficient number of tax assessment and collection officers, there are corrupted tax officers, 

Training is considered an overhead activity, which does not justify much attention or there are few 

or no training professionals on staff. The emphasis of staff training is on teaching the contents of tax 

laws as opposed to applying the laws. Little or no attention is paid to skills, techniques, procedures, 

customer relations, or managerial training. Based on the survey results, the study found that there 

exit lack of tax knowledge by tax payers. Most of them do not know the rules and regulations of 

different types of taxes they pay. Due to this, negligence, delay in tax payment and evasion are taken 

by taxpayers as solution to escape from payment of taxes. In addition, the newly implemented 

system of using cash register machine is causing challenges to the tax payers. Power failure is the 

major problem mentioned that caused this problem. Besides, taxpayers do not record their book 

timely and do not submit their book of records timely for assessment. Furthermore, taxpayers do not 

pay their taxes on time due to negligence and the prevalence of unfair competition has led to less 

voluntary compliance. 

Abera M. (2018) held a study on identifying the perception of taxpayers‟ on factors influencing 

electronic tax filing adoption in the Ministry of Revenue; Large Taxpayers‟ Office (LTO), Eastern 

and Western Addis Ababa branch offices. The study proved that taxpayers in Ethiopia are receiving 
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inadequate support from the government which contributes to the low uptake of the system by the 

taxpayers‟.  

Abera T. (2019) conducted a study to determine the influence of Electronic tax filing system on tax 

compliance in large taxpayers‟ branch office. The study reveals that e- tax filing system and 

technical skill of filing had a statistical significant effect on taxpayer compliance. But the network 

connectivity had not able to statistically significant influence on taxpayer compliance. Based on the 

preceding discussion, it can formulate the the following research hypothesizes 

H1: E-tax filing has an impact on efficiency of tax administration 

H2: Network has an impact on efficiency of tax administration 

H3: Technical skill has an impact on efficiency of tax administration 

2.7. RESEARCH GAP 

In respect of the above, none of the studies had so far been carried out to investigate information 

technology, in terms of online tax filing, network connectivity, technical skill, database, online tax 

registration and online tax remittance on the efficiency of tax administration in terms of tax 

compliance, cost and quality, which depicts the existence of a gap in the literature.  
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CHAPTER THREE 

RESEARCH DESIGN 

3.1. Research Design 

Descriptive research design was used in line with the objective of the study. Quantitative types 

of research approaches were used to meet the objectives of the study. In the quantitative 

approach, data collected through a systematic empirical study, and the results also quantified 

with the help of statistics and mathematics (Kothari, 2004).  

3.2. Area of Study 

The research is carried out in Addis Ababa. Research is therefore carried out with MOR officers, 

supervisors and managers of the Ministry of Revenue, and the Business Enterprises‟ managers, 

directors, and employees, in Addis Ababa. 

3.3. Study Population  

The study population in this research includes staff from the Ministry of Revenue, large taxpayer 

owning the business, and potential taxpayers comprising individual taxpayers‟ in different branch 

office Addis Ababa, Ethiopia. According to the year 2011 E.C the tax authority reports, there are 56 

staff and supervisors of MOR related with information Technology, 339,720 individual taxpayers 

MOR, and the number of individual large taxpayers who run their business in the area and registered 

in the authority office is about 800 Taxpayers. This population is considered to be appropriate 

because all the subjects of the population are stakeholders in tax administration in Ethiopia. This 

study intends to generalize its findings to all the stakeholders in Tax administration in Ethiopian (the 

population of this study). Since a census (complete evaluation of the entire population) could not be 

done, the representativeness of the population was assured by using the Cluster sampling technique. 
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Table 3. 1 Total Number of Populations 

 

No. 

MOR Branch 

Office 

E-tax officers Managerial and 

Administrative 

(Supervisors) 

Data encoding officers Customer Service 

officers 

Total 

1 Eastern 4 5 6 3 18 

2 Western 5 6 4 3 18 

3 LTO 7 4 5 4 20 

 Total 16 15 15 10 56 

 Percentage 28.5% 26.8% 26.8% 17.8%  

Source: MOR Human Resource Management 

This technique is most appropriate where the concentration of the elements of the target population 

(inequitable proportion) can be reached within a demarcated area. The strength of this cluster is that 

there is a comprehensive sampling frame from which the sample respondents were scientifically 

drawn. MOR offices are classified into Large Tax office (LTO), Medium Tax Office MTO, Micro 

Tax Office (MTO), and Small Tax Office (STO). In addition to this classification, MOR has units 

and departments that contain reasonable number of staff that deal with taxpayers regularly in all 

regions across the geo-political zones in Ethiopia. These units/departments are Tax Audit Unit, Debt 

Management Office (DMO), and Taxpayer Service (TPS). Addis Ababa has all classes of offices 

within the classification in MOR. 

3.4. Sample Size and Method 

A sample is part of the number and characteristics possessed by that population. Respondents were 

selected based on the criteria that the individual taxpayers who already using information technology 

in their tax reporting. The other criterion is that the respondent is willing to fill out this research 

questionnaire. 

Representative sample sizes of 400 taxpayers were selected using a cluster random sampling 

technique in the study.  

This study used (Yemane, 1967) equation formula to calculate the sample size based on the sample 

required estimating a proportion with an approximate 95% confidence level; we can use the 

following formula: 

 𝑛 =
𝑁

1+𝑁 𝑒2 
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Where:   n = required sample size 

N = The total population                          

e = the degree of error (0.05)  

The study adopts a cross-sectional survey design for data gathering purposes. This approach enables 

the researcher to obtain information from a representative sample of the population. The population 

of this study was comprised of stakeholders in tax administration in Ethiopia.   

The researchers sampled all the offices located in East, west and LTP branch offices to reduce the 

possible sample errors and take sample from tax payers. 

3.5. Procedures  

Primary data was collected by distributing research questionnaires to get information. 

In this study, data collection and analysis used a structured questionnaire comprising both open and 

close-ended questions, Correlation and regression analysis, F and T-tests to enhance data validity 

and reliability were used. In carrying out the collection of data and information needed as the basis 

of research writing, the authors make a questionnaire that contains the questions of each variable. 

This study used a Likert scale in collecting the answers of the respondents. The research has a 

quantitative research design that enables us to collect, organize, and analyze numerical data. 

Data summarized from research questionnaires in accordance with research variables to be studied 

then data presented in descriptive statistics, to know the description of research data, both maximum 

and minimum research data, or average or standard deviation. Multiple regression models are 

formulated and analysis used to test the impact of IT on the efficiency of tax Administration among 

the taxpayers in the tax authority. In interpreting the data, the steps used in multiple regression 

analysis SPSS interpreted output for the primary data are interpretation using regression table, 

overall model fit and parameter estimates. The following violations of the assumptions of classical 

linear regressions were tested using the corresponding violation test tools:-  

1. Heteroscedasticity One of the assumptions made about residuals/errors in OLS regression is 

that the errors have the same but unknown variance. This is known as constant variance or 

homoscedasticity. Heteroscedasticity means unequal scatter. In regression analysis, we talk 

about heteroscedasticity in the context of the residuals or error term. A systematic change in 

the spread of the residuals over the range of measured values is known as heteroscedasticity. 
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Heteroscedasticity is a problem for the reason that ordinary least squares(OLS) regression 

assumes that all residuals are drawn from a population that has a constant 

variance(homoscedasticity). OLS provides four (4) tests for detecting heteroscedasticity 

these include Bartlett Test, Breusch Pagan Test, Score Test, and F Test. For this study the 

researcher used Breusch Pagan.  Because Some authors (including Bickel(1978) and 

Koenker(1981) have suggested the Breusch-Pagan-Godfrey test statistic is accurate for 

normal data. Breusch Pagan Test was introduced by Trevor Breusch and Adrian Pagan in 

1979. It is used to test for heteroskedasticity in a linear regression model and assumes that 

the error terms are normally distributed. It tests whether the variance of the errors from 

regression is dependent on the values of the independent variables. It is a χ2 test. 

2. Multicollinearity - Multicollinearity happens when independent variables in a regression 

model are correlated each other. This correlation is a problem for the reason independent 

variables should be independent. If the degree of correlation between variables is high 

enough, it can cause problems when you fit the model and interpret the results. 

Fortunately, there is a simple test to assess multicollinearity in the regression model. The 

variance inflation factor (VIF) identifies the correlation between independent variables and 

the strength of that correlation. VIF is defined as the extent to which the variance of the 

regression coefficients is inflated or affected due to the presence of multicollinearity. 

VIFs start at 1 and have no upper limit.  A score below 10 was considered to rule out any 

possibility of multicollinearity (Berman, 2002). The score for each of the variables forming a 

part of the study was found to be less than 10, thus, ruling out the possibility of 

multicollinearity. This test is used to compare the means of two different sets where the 

scores of one set are independent from those of the other set. Thus, the essential condition for 

the application of an independent sample, the t-test is the lack of a complete relationship 

between the two sets.  A value of 1 indicates that there is no correlation between the 

independent variable and any others. VIFs values between 1 and 10 recommend that there is 

a moderate correlation, but it is not severe enough to warrant corrective measures. VIFs 

greater than 10 signify critical levels of multicollinearity where the coefficients are poorly 

estimated, and the p-values are questionable. In t-test, the null hypothesis is that the means of 

the two sets are equal and the alternate hypothesis is that there is a difference in the means of 

these two sets (Harris, 1995). 
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3. Test of Normality - An assessment of the normality of data is a prerequisite for many 

statistical tests because normal data is an underlying assumption in parametric testing. There 

are two main methods of assessing normality: graphically and statistically (numerically). 

Statistical tests have the advantage of making an objective judgment of normality, but are 

disadvantaged by sometimes not being sensitive enough at low sample sizes or overly 

sensitive to large sample sizes. As such, some statisticians prefer to use their experience to 

make a subjective judgment about the data from plots/graphs. Graphical interpretation has 

the advantage of allowing good judgment to assess normality in situations when numerical 

tests might be over or under sensitive, but graphical methods do lack objectivity. If you do 

not have a great deal of experience interpreting normality graphically, it is probably best to 

rely on the numerical methods.  

The study used both graphical and statistical normality test. Skewness Test (Prob Level) this 

is the two-tail, significance level for this test. Reject the null hypothesis of normality if this 

value is less than a predetermined value, say 0.05. 

Kolmogorov-Smirnov This test for normality is based on the maximum difference between 

the observed distribution and expected cumulative-normal distribution. This test has been 

shown to be less powerful than the other tests in most situations. It is included because of its 

historical popularity. Kolmogorov-Smirnov (10% Critical and 5% Critical) The 10% and 5% 

critical values are given here. If the value of the test statistic is greater than this value, reject 

normality at that level of significance. The critical values are the Lilliefors‟ adjusted values 

as given by Dallal (1986). If the test value is greater than the reject critical value, normality 

is rejected at that level of significance. 

The histogram is a traditional way of displaying the shape of a group of data. It is 

constructed from a frequency distribution, where choices on the number of bins and bin 

width have been made. These choices can drastically affect the shape of the histogram. The 

ideal shape to look for in the case of normality is a bell-shaped distribution. 

For this study Skewness and histogram were used to test the normality of data. 

4. Stability test: The idea behind stability test is to check the efficiency of tax administration 

and Information Technology reaction function stability and predictability. It is another 

important test is to check whether tax administration has a linear relation with Information 
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Technology or not. To test the stability of the parameter, the study conducted  the Ramsey 

stability RESET  test Brooks, 2008, p. 176) 

3.6. Dataset  

Data to test the model was drawn from a cross-sectional field study of taxpayers‟ office of the 

current year. The study used both primary and secondary data. Primary data were obtained by the 

use of a structured questionnaire containing both open-ended and close-ended questions. The 

questionnaires were administered to the sampled taxpayers. Secondary data to support the growth of 

tax administration behavior in Ethiopia among taxpayers were obtained from MOR office report. 

Data collection and analysis used a structured questionnaire containing opened and close-ended 

questions, Correlation and regression analysis, F and T-tests to enhance data validity and reliability 

was used.  

3.7. Instruments  

To achieve the stated objectives of this study, both primary and secondary sources of data were 

used. The primary data collection instrument used a structured questionnaire which is divided into 

two sections. The first section contains items to capture the demographic data of the sampled 

respondents. Section two designed to collect data on perceive the behavioral attitude of the staff of 

MOR and taxpayers on Information Technology for Human resources process and tax accounting, to 

examine the attitude of the taxpayer towards the use of information technology in tax administration 

and finally to identify the factors that influence the attitude, subjective norms, perceived behavioral 

control and intention of both taxpayer and staff towards the use of information technology in tax 

administration.  

3.8. Variable Measurement 

Variable operational is an explanation of the definition and indicator of the measurement of 

variables that had been studied. The following are indicators of the measurement of the variables: 

1. Tax administration variable as the dependent variable. The Indicators used on Tax 

administration are: 

a. Tax revenue collection(Tax compliance)  

1.1. Pay taxes on time, 

1.2. Pay taxes without being forced 
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1.3. Timely returns 

1.4. Accurate returns 

b. Cost 

c. Quality and service   

2. The e-tax filing variable as the first independent variable. According to (Davis, 1989) The 

indicators used in the e- tax filing system contained 

2.1. Taxpayers„ perceived Usefulness 

A. Work more quickly 

B. Job Performance 

C. Effectiveness on the job 

D. Makes job easier and 

E. Useful to do the job 

2.2. Taxpayers„ perceived ease of use 

A. Ease to learn 

B. Controllable 

C. Clear and understandable 

D. Flexible 

E. Ease to use 

2.3. User acceptance of e-tax filing system 

3. Network connectivity variable as a second independent variable. According to (Gwaro, et al., 

2016) The indicators used in network connectivity was 

3.1. System Stability 

3.2. System availability  

4. Technical skills of IT variable as a third independent variable. According to (Kiring„a & 

Jagongo, 2017) The indicators used in Technical skills of filing returns are 

4.1. Knowledge of taxation system 

4.2. Information technology Familiarity and  skills 

4.3. Professionals assistance 

4.4. Website ease of use 

5. Database variable as a fourth independent variable. The indicators used in Technical 

skills of filing returns are 
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5.1.  Backup capability   

5.2.  Perceived ease of use 

5.3.  Flexibility  

6. Online tax Remittance variable as a fifth independent variable. The indicators used in 

Technical skills of filing returns are 

6.1. System stability  

6.2. System availability 

6.3. User trust  

6.4. User acceptance 

7. Online Registration variable as a sixth independent variable. The indicators used in 

Technical skills of filing returns are 

7.1. Perceived usefulness 

7.2. Perceived ease of use 

7.3. Trust  

3.9. Data Analysis 

The method of analysis was multiple regression analysis method. In analyzing the data, the steps 

which had been used in multiple regression analysis for the primary data were as follows: 

a. Recapped data from research questionnaires that were collected in accordance with research 

variables to be studied. 

b. Presentation of data in descriptive statistics, to know the description of research data,  both  

maximum  and  minimum  research  data,  or  average  or  standard deviation. The 

presentation of this data used SPSS V26 software. 

c. The feasibility of data test was done by validity test. Furthermore, reliability test data had 

been done by testing composite reliability. 

d. Hypotheses test has done by using SPSS output from parameter estimate table. Regression 

analysis had been used by adapting (Wasao, 2014; Yan, 2009) research model as the model 

is multiple regression model and used similar dependent as well as IT return filing 

independent variables to test the effect of IT on efficiency of tax administration among the 

taxpayers in the tax authority. The explanatory variables had been used to fit in a linear 

regression model as show below. 
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Mathematically  

 

Y=β0+β1X1+β2X2+β3X3+ β4X4+β5X5+β6X6+ µ  

Where 

Y => Dependent Variable (Tax Administration) 

X1 => Independent Variable (E-Tax Filing), X2 => Independent Variable (Network connectivity), 

X3 => Independent Variable (Technical skills of IT), X4 =>  Data Base, X5 =>  Online Registration  

X6 => Online tax Remittance.  

β0 => Constant 

β 1 β2, β3…. β6 => Regression Coefficients 

µ => Error term 

Efficiency is measured based on a percent 

Efficiency = 
No .of  correct  study  fields

𝑇𝑜𝑡𝑎𝑙  𝑠𝑡𝑢𝑑𝑦  𝑓𝑖𝑒𝑙𝑑𝑠
 *100% 

To determine if any of the independent variables influenced behavior or outcome of the dependent 

variable (tax compliance) an F test carried out on the model assuming a 95% confidence interval. 

Correlation analysis had been done to check for multi- collinearity.   

3.10. Validity and Reliability of the Study 

The validity and reliability of the data has to check carefully, Validity and reliability of scores on 

instruments, additional standards for making knowledge claims, leads to the meaningful 

interpretations about the data.   

The researcher conducts validity and reliability analysis to measure the instrument. According to 

Creswel (2004), validity refers to the extent to which the measurement instrument actually measures 

what it intended to measure. It is used to suggest determining whether the findings are accurate from 

the standpoint of the researcher, the participant, or the readers an account. To ensure the quality of 

this research design content validity of the research instrument is checked.  

Validity is the most critical criterion and indicates the degree to which an instrument measures what 

it is supposed to measure (Kothari, 2004). In this research content, the researcher used 

questionnaires that their validity and reliability check and are modified according to literature within 

the specific topic.   
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For this study content validity is verified by the advisor of this research, who looks into the 

appropriateness of questions and the scales of measurement. This was done to ensure the instrument 

measures what it is meant to measure and also to check the clarity. 

Reliability: - Reliability is indicates the consistency of a set of measurements used to describe a test, 

(Coakest and Stees, 2007).  Reliability can be cheeked through Cronbach„s Alpha if it normal ranges 

the coefficient alpha value between 0.0 and +1.0 and the higher values reflects a high degree of 

internal consistency. The alpha readings near 0.9 represent highly consistent scale and 0.3 reflect 

little, ( Nunnaly 1978).on the other hand according to  rule of thumb of croubach„s alpha , as stated 

table 3.2, when the value of croubach alpha were 90% referee excellence, between 80% and 90% 

were good, between 70%and 80% were acceptable, between 60% and 70% were questionable, 50% 

60% were poor and below 50% were unacceptable.  

For this study the researcher conduct pilot test by twenty five questionnaires (25) filled and returned 

on time and utilized for the pilot test in order to ensure the associated scale reliability out of 200 

questioners. 

From the pilot study revealed that the instrument was reliable to measure the constructs under 

invitation with the overall Cronbach alpha of 87.9% which is lie on above acceptable region 

that(Churchill, 1979). These were good. So that, it assumed to be reliable with their corresponding 

items. 
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Table 3. 2 Item-total statistics for Cronbach’s alpha 

Item Statistics 

            Mean            Std. Deviation                    N 

Effc_Taxadmin 4.6800 .47610 25 

E_tax 4.4400 .58310 25 

Network 4.6800 .55678 25 

Tech_Skill 4.6000 .50000   25 

Database 4.4000 .70711 25 

Online_Reg 4.5200 .58595 25 

Online_Remit 4.4400 .58310 25 

Sources: Own survey June 2020, SPSS V26 output 

 

Table 3. 3 Cronbach‟s alpha test 

Reliability Statistics 

                       Cronbach's Alpha                      N of Items 

.879 7 

Sources: Own survey June 2020, SPSS V26 output 

As it can be seen in the above table the Cronbach's alpha is .879 showing that there is a fairly good 

or an acceptable internal consistency in the items. Additionally, the total item result is shown below. 

It can be seen that all of the twenty-five items contribute positively to yield the highest Cronbach's 

alpha for the instrument. 

3.11. Ethical Considerations 

Involved respondents were entitled to the right of privacy and dignity. Information obtained from 

respondents was handled confidentially. Respondents were not required to mention their names in 

the questionnaire. Also, the Willingness of the participants in the data gathering process is a 

prerequisite for the study. The data obtained from the participants was not used for other purposes. 

Furthermore, the findings of this study reported in aggregated form, thus no individual respondent 

can be identified. 
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CHAPTER FOUR 

DATA PRESENTATION AND DISCUSSIONS 

This chapter presents analysis, findings, and discussions of the study as set out in the research 

objective and the research methodology. The aim was to examine the impact of information 

technology on the efficiency of tax administration in Ethiopia. The data was gathered from both 

primary and secondary sources which are the Ministry of Revenue and Taxpayers. In this chapter 

data discussed through descriptive statistics, the result of OLS was tested, data were analyzed 

through multiple regression analysis and finally, hypothesis result was presented. 

4.1. Descriptive Statistics 

4.1.1. Statistical Tests Employed  
The hypotheses have been formulated and tested using SPSS software and the results have been 

arrived at. The total analysis was carried out by using SPSS 26.0 software package.  Various other 

statistical tools and tests used for analysis included reliability analysis, reliability testing, Cronbach's 

Alpha, tabulation of data, descriptive statistics, means, averages, total variance analysis, correlation 

analysis, regression analysis, chi-square tests, etc. 

4.1.2. Tax Revenue Collection Trends  
According to the survey taken from respondents currently, IT plays a great role in the activities of 

tax revenue assessment and collection. MOR has equipped itself with a computer system to 

administer almost all domestic taxes including Value Add Tax (VAT), Turnover Tax, Withholding 

Tax, and others. The computer system that enables MOR to administer the taxes mentioned above is 

called the Standard Integrated Government Tax Administration System (SIGTAS). The system 

permits MOR to administer all aspects of most domestic taxes including registration, assessment, 

cashing, and auditing in one easy-to-use integrated system. The system was introduced in MOR in 

December 1997 and is presently operational both at the head office and branch offices level. 

Since 2014, automating MOR's operations had been made, because MOR's daily operation has 

become improved and service provision to taxpayers has become easier. The MOR has witnessed 

success in revenue collection over the past years beginning from 2014. As a result, this implies that 

the efficiency of tax administration is measured in terms of planning and implementation. 

Consequently, the contribution of the revenue to covering the federal government's expenditure had 

considerably grown from 37.54 percent in 2014 to 55.35 percent in 2019. 
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MOR has managed to collect more revenue and to compile reliable and timely statistical information 

which enables government agencies to take politically and economically important decisions in the 

light of the most recent trade development. 

Generally, the advancement of Information technology from time to time increases the efficiency of 

tax administration.  

Table 4. 1  Amount of Tax Revenue planed and Collected in million by MOR from 2015 

to 2019        

  
2014/15 2015/16 2016/17 2017/18 2018/19 

Plan Actual Plan Actual Plan Actual Plan Actual Plan Actual 

LTP 53000 

53043.

2 

     

60,992.81  
65650.8 

          

78,692.45  

      

68,235.2 

    

96,339.9  

    

74,208.4  

      

98,937.9  

     

85,824.66  

East 

AA 5591.1 7436.4 

       

6,081.73  

     

10,766.95  

             

7,830.93  

         

6,818.5  

       

9,587.02  

      

8,408.14  

         

6,868.39  

        

6,439.29  

West 

AA 5983.2 5819.9 

       

6,870.00  

     

12,844.80  

             

8,843.02  

         

7,360.8  

    

10,826.1  

      

8,932.28  

         

9,466.86  

        

8,628.34  

 Total  64574.3 
66299.

4 
73944.5 89262.6 95366.4 82414.5 116753.0 91548.8 115273.1 100892.3 

Source: Secondary data from MOR Office 2020 
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Figure 4. 1 Amount of Tax Revenue planed and Collected in million by MOR from 2015 

to 2019 

 

Source: Secondary data from MOR Office 2020 

The secondary data obtained from the report of MOR office showed in table 4.1 & figure 4.1 above 

that total revenue collected was increased from 66299.4 million Birr in 2015 to 100892.3 million 

Birr in 2019. This indicates that the tax planning and collection performance of MOR has increased 

from time to time.   

4.1.3. Data Collection and Response Rate 
The questionnaire return rate indicates the total number of questionnaires that were filled and 

returned against the total number issued. 
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Table 4. 2 Respondents Response Rate 

Item Response Rate 

 Frequency Percentage 

Sample Size 400 100.00 

Collected 344 86.00 

Uncollected and Incomplete 56 14.00 

 Sources: Own survey June 2020, SPSS output 

In the above table 4.2, in total, 400 questionnaires were distributed to the sampled respondents 

randomly and 344 were received back which is the responses representing a response rate of 86%. 

The researcher considered the response adequate since respondents from all the taxpayers‟ strata as 

per the sample design responded. According to Mugenda (2003), a response rate of over 60% of the 

respondents is considered adequate but if the unresponsive rate is high, the researcher is required to 

do a follow-up study to check the factors behind the lack of response since it can be a relevant factor 

in the study. High response rates reduce the risk of bias in the responses. 

4.1.4. Variable’s mean score value analysis  
This section discusses the output of the different statistical measures on variables. From Table 4.3 

below, Tax administration has the highest mean among the variables at 4.5814 followed by Network 

connectivity at 4.5233. Database and online Remittance have the least mean at 4.419 and 4.4128 

respectively. Online Remittance had the highest standard deviation at .62826 indicating that it has a 

high dispersion from the mean. Tax administration efficiency had the least dispersion from the mean 

with the lowest standard deviation of .49405. All variables had more than 25% variation using the 

values of the Coefficient of Variation. Online remittance was the most affected variable with a 

variation of about 39%. All variables except technical skill were negatively skewed. However, the 

values Network connectivity is closer to zero, thereby indicating a possibility of normality in these 

variables. All variables are Leptokurtic indicating that they have a narrow distribution that is peaked 

at the top. The study pursued to establish the impact of Information Technology on the efficiency of 

tax administration.  Ten main questions were formed and given to the respondents i.e. tax 

administration efficiency, electronic tax, network connectivity, database, technical skills of 
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taxpayers, online registration of taxpayers, online tax remittance, threats of IT, drawbacks, and 

benefits of IT.  Each question had several components tested to realize the objectives of the study In 

order to present the descriptive results of the variables of the study, an analysis of the number of 

responses, Means, Standard Deviations, Standard error of means, Maximums, and Minimum was 

done. 

Table 4.3 below provides the number of responses, Means, Standard Deviations, Standard error of 

means, Maximums and Minimum for the variables of interest. For tax administration efficiency, 

electronic tax, network connectivity, database, technical skills of taxpayers, online registration of tax 

payers and online tax remittance had average of around a statistics of mean [(4.5814), (4.4826), 

(4.5233), (4.4535), (4.419), (4.5174) & (4.4128)], statistics of Standard Deviations [(.49405), 

(.52321), (.53401), (.51012), (.5283), (.51194) & (.62826)] and Statistics of Standard error of means 

[(.03773), (.03995), (.04078), (.03895), (.0403), (.03909) &(.04797)] respectively.  

Table 4. 3 Descriptive Statistics for Variables 

Descriptive Statistics 

 

N 

Mean Std. Deviation Variance Minimum Maximum Valid Missing 

Effc_Taxadmin 344 0 4.5814 .49405 .244 4.00 5.00 

E_tax 344 0 4.4826 .52321 .274 3.00 5.00 

Network 344 0 4.5233 .53401 .285 3.00 5.00 

Tech_Skill 344 0 4.4535 .51012 .260 3.00 5.00 

Database 344 0 4.419 .5283 .279 3.0 5.0 

Online_Reg 344 0 4.5174 .51194 .262 3.00 5.00 

Online_Remit 344 0 4.4128 .62826 .395 3.00 5.00 

 

Sources: Own survey June 2020, SPSS output 

 

The efficiency of tax administration 

The mean distribution of the dependent variable (ETA) of the study is greater than 3 and standard 

deviation statistics for ETA is 0. 49405.  This indicates that majority of the taxpayer agreed that they 

are satisfied with the collection process of the authority. This means that currently, IT plays a great 

impact on the activities of tax revenue assessment and collection. Generally, when IT services and 

facilities are increased in the office the efficiency of tax administration also increases. 



51 | P a g e  

 

E-Tax Filing 

Most respondents were with a mean value of greater than 3 and a standard deviation of .52321. This 

means that majority of the taxpayer agreed that E-tax filing enables to pay tax easily and more 

Quickly, improve my job performance, improved the ability to file returns on time, reduced tax 

evasion and have increased compliance due to reduced bureaucracies at MOR. This implies that the 

e-tax filing system has an impact on the tax collection, cost and increases taxpayers‟ compliance. It 

reduces the amount of uncollectable tax. As a whole e-tax filing has a great impact on the efficiency 

of tax administration.    

Network connectivity  

In regarding network infrastructure most respondents were also indifferent, with a mean value of 

greater than 3 and a standard deviation of .53401. This result implies that majority of the 

respondents do not agree to the fact that network connection is always available for taxpayers to 

remit their taxes. The service is constrained by internet disconnectivity. This Internet and system 

problems lead to taxpayers to delay in tax remit, unwillingness to file tax returns, the incurrence of 

additional costs, and reduce taxpayer's tax compliance. This means that Network connectivity affects 

tax collection time, cost, and taxpayers‟ compliance. As a result network connectivity has a great 

impact on the efficiency of tax administration. 

Technical skill  

Most respondents were with a mean value of greater than 3 and a standard deviation of .51012. This 

means that majority of the taxpayers agreed that the education awareness creation program provide 

by training and media helps them to be a complaint.  

The result shows that the taxpayer's utilization of IT facilities for tax administration in the Ministry 

of Revenue Service is low. This implies that taxpayers do not effectively utilize the IT facilities and 

tax administration portals available for tax administration.  In relation to the theory adopted for this 

study, Technology Acceptance Model (TAM) implied that emerging information technology cannot 

deliver improved organizational effectiveness if it is not accepted and used by potential users.   

The Integrated Tax Administration System for tax administration enables taxpayers to file their tax 

returns electronically, pay their taxes online, generate tax clearance certificates, and communicate 

with the MOR tax office. However, from our findings, taxpayers do not take advantage of the 

available IT platform to remit their taxes. The reason for this finding predicates on the fact that most 
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taxpayers lack the basic knowledge of IT. As a result, they tend to distance themselves from any 

computer-related activity and are unable to utilize the benefits of computer technology.  This also is 

a serious limitation to efficient tax administration in the Ministry of Revenue. 

Well-organized database  

Most respondents were with a mean value of greater than 3 and a standard deviation of .5283. This 

means that majority of the taxpayers agreed that availability of good database enables to retrieve 

information from the database at any time, search file in different ways(mechanisms), allow for 

effective non‐compliance monitoring, allows a better, safer data storage, allows a timely and 

accurate collection and recording of basic identifying information of the taxpayer, require that to 

keep a proper record of business transactions for easier assessment of returns and increases 

transparency in terms of Access of Information. The result shows that most of the respondents are 

agreed that an effective database has an impact on the efficiency of tax administration. 

Online registration   

Most respondents were with a mean value of greater than 3 and a standard deviation of .51194. This 

means that majority of the taxpayers agreed that the online registration system has led to accurate 

capture of taxpayer‟s basic information, assisted to MOR staff to plan its core tax administration 

function, and widened taxpayers base through new taxpayers being registered online. 

This means online registration saves time to complete tax payment, saving money and energy to 

complete tax assessment, makes the tax payment system fast and convenient, and increases the 

efficiency and effectiveness of service delivery on the side of taxpayers. Whereas on the side of the 

Revenue office, increase quality and quantity of tax-related information, reducing tax evasion and 

fraud, improve tax revenue collection and assessment and effective taxpayers data recording are the 

major benefits identified by the study. The result shows that most of the respondents are agreed that 

online registration has an impact on the efficiency of tax administration. 

Online Tax Remittance  

Online Tax Remittance with a mean value of greater than 3 and a standard deviation of .62826.This 

means that majority of the taxpayer agree that Information technology eases tax payment, makes tax 

payment accurate, updates ledger real-time, and enables payment on time. 

This means online remittance save time to complete tax payment, saving money and energy to 

complete tax assessment, make the tax payment system fast and convenient, and increase the 
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efficiency and effectiveness of service delivery on the side of taxpayers. Whereas on the side of the 

Revenue office, increase quality and quantity of tax-related information, reducing tax evasion and 

fraud, improve tax revenue assessment and collection are the major benefits identified by the study 

for using IT. The result shows that most of the respondents are agreed that an online remittance has 

an impact on the efficiency of tax administration. 

 

4.1.5. Challenges for application of Information technology in Tax 
Administration 

Table 4. 4 Respondents‟ statistic for challenges of Information technology in Tax 

Administration 

    
Strongly 

Disagree Disagree Undecided Agree 

Strongly 

Agree Total 

The IT infrastructure and facilities 

are accessible to all members of 

staff and tax payers 

Frequency 72 192 16 58 6 344 

Percent 20.9 55.8 4.7 16.9 1.7 100.0 

IT system less maintenance cost 

Frequency 58 160 14 60 52 344 

Percent 16.9 46.5 4.1 17.4 15.1 100.0 

The MOR staff and taxpayers are 

trained and educated on 

Information Technology matters 

Frequency 82 162 10 84 6 344 

Percent 23.8 47.1 2.9 24.4 1.7 100.0 

There are good IT staff members 

who facilitate E-tax filing. 

Frequency 12 158 32 126 16 344 

Percent 3.5 45.9 9.3 36.6 4.7 100.0 

Taxpayers trust E-tax filing 

system. 

Frequency 6 278 36 24 0 344 

Percent 1.7 80.8 10.5 7.0 0.0 100.0 

Taxpayer‟s attitude is as good 

towards E-tax. 

Frequency 18 304 20 2 0 344 

Percent 5 88.4 6 0.6 0 100 

E-tax requires a lot of mental 

effort. 

Frequency 30 238 28 4 44 344 

Percent 9 69 8 1 13 100 

Sources: Own survey June, 2020, SPSS out put 

IT infrastructure and facilities are accessible to all members of staff and taxpayers  

Respondents were asked whether IT infrastructure and facilities are accessible to all members of 

staff and taxpayers. As the result shown in table 4.4 above, majority of respondents, 192 (55.8%) 

respondents disagreed and 72 or 20.9% strongly disagreed that IT infrastructure and facilities are 

accessible to all members of staff and taxpayers. This is attributable to the fact that such 

inaccessibility of IT infrastructure and facilities leads to taxpayers postponing on the scheduled 

times to do their tax returns, other respondents, 16 or 4.7% of respondents are undecided, 58 or 
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16.9% of respondents are Agreed, 6 or 1.7% of respondents are Strongly Agreed that IT 

infrastructure and facilities are accessible to all members of staff and taxpayers.  

IT system Low maintenance cost  

Respondents were asked whether IT system maintenance cost is easy or not. As the result shown in 

table 4.3 above, majority of respondents, 160 (46.5%) respondents disagreed and 58 or 16.9% 

strongly disagree that IT system maintenance cost is easy. It means if a computerized system fails it 

needs high maintenance cost. This is attributable to the fact that such high maintenance cost leads to 

taxpayers to prefer a paper-based system, other respondents, 14 or 4.1 % of respondents are 

undecided, 60 or 17.4%  of respondents are Agreed, 52 or 15.1%  of respondents are Strongly 

Agreed that IT system maintenance cost is easy.  

MOR staffs and taxpayers are trained and educated on Information Technology 

matters 

Respondents were asked whether MOR staff and taxpayers are trained and educated on Information 

Technology matters or not. As the result shown in table 4.3 above, majority of respondents, 162 or 

47.1% of respondents disagreed and 82 or 23.8% strongly disagree that MOR staff and taxpayers are 

trained and educated on Information Technology matters. This indicates that there is a lack of 

training and IT knowledge in both MOR staff and taxpayers. This is attributable to the fact that lack 

of training and education on Information Technology matters leads to taxpayers use a manual 

system, other respondents, 10 or 2.9 % of respondents are undecided, 84 or 24.4 of respondents are 

Agreed, 6 or 1.7 of respondents are Strongly Agreed that MOR staff and taxpayers are trained and 

educated on Information Technology matters. 

There are good IT staff members who facilitate E-tax system 

Respondents were asked whether there are good IT staff members who facilitate the E-tax system or 

not. As the result shown in table 4.3 above, majority of respondents, 158 or 45.9% of respondents 

disagreed and 12 or 3.5% strongly disagree that there are good IT staff members who facilitate E-tax 

filing. This indicates that IT staff members, who facilitate E-tax are not cooperative. This is 

attributable to the fact that lack of cooperation of staff members for the taxpayers leads to taxpayers 

postponing on the scheduled times to do their tax returns, other respondents, 32 or 9.3 % of 

respondents are undecided, 126 or 36.6% of respondents are Agreed, 16 or 4.7 of respondents are 

Strongly Agreed that IT staff members who facilitate E-tax are good. 
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Taxpayers trust E-tax system. 

Respondents were asked whether they trust E-tax system or not. As the result shown in table 4.3 

above, majority of respondents, 278 or 80.8% of respondents disagreed and 6 or 1.7% Strongly 

disagree that Taxpayers don‟t trust E-tax system. This indicates that taxpayers lack IT knowledge. 

This is attributable to not to use Information Technology leads to taxpayers dalliance on the 

scheduled times to do their tax returns, other respondents, 36 or 10.5 % of respondents are 

undecided, 24 or 7.0% of respondents are Agreed that taxpayers do not trust E-tax system. 

Taxpayer’s attitude is good towards E-tax 

Respondents were asked whether the taxpayer‟s attitude is good towards E-tax or not. As the result 

shown in table 4.4 above, majority of respondents, 304 or 88.4% of respondents disagreed and 18 or 

5.0% strongly disagree that the taxpayer‟s attitude is good towards E-tax. This indicates that 

taxpayers are not willing to use IT for their registration, notification, and payment. This is 

attributable to poor taxpayer‟s attitude towards E-tax leads to taxpayers lagging on tax payment, 

other respondents, 20 or 6 % of respondents are undecided, 2 or 0.6% of respondents are Agreed that 

taxpayers attitude is not good as towards E-tax system. 

E-tax requires a lot of mental effort 

Respondents were asked whether E-tax requires a lot of mental effort or not. As the result shown in 

table 4.2 above, majority of respondents, 238 or 69.0% respondents disagreed and 30 or 9.0% 

strongly disagree that Taxpayers don‟t trust E-tax system. This indicates that they lack IT 

knowledge. Other respondents, 28 or 8 % of respondents are undecided, 4 or 1.0% of respondents 

are Agreed, 44 or 13.0% of respondents are strongly agreed that the taxpayer's attitude is not good as 

towards E-tax system. 

The study found major challenges that hinder the application of IT in the office. Inadequate IT 

infrastructure provision in the office is the major challenge for the effective application of IT for 

effective tax administration. Lack of staff commitment o help taxpayers is another challenge. As the 

findings, inadequate training facilities are another big challenge in the appliance of IT in the office 

and as a result, the skill of IT users is quite inadequate. The study found that there is a problem 

regarding network connection and poor network connection is a series problem because it creates 
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slow motion in systems and affects the service delivery of tax assessment and collection, and also it 

delays in decision making of taxpayers complain. 

Furthermore, taxpayers have not adequate awareness about the operation and importance of the 

application of Information technology in an efficient way on the tax system and don‟t trust and give 

full attention. 

According to the survey, there are different challenges that face in the application of information 

technology in tax administration. These include accessibility of IT infrastructure and facilities are to 

all members of staff and taxpayers, IT system high maintenance cost, lack of training and education 

for MOR staff and taxpayers on Information Technology matters, lack of cooperation IT staff 

members who facilitate E-tax filing, lack of trust E-tax filing system, poor taxpayer‟s attitude 

towards E-tax and E-tax requires a lot of mental effort. 

4.1.6. Benefits of Information Technology in Tax Administration 
Table 4. 5 Respondent's statistic for Benefits of Information Technology in Tax 

Administration 

    
Strongly 

Disagree Disagree Undecided Agree 

Strongly 

Agree Total 

IT reduces Complete Tax 

payment time 

Frequency 0 0 
4 226 114 334 

Percent 0.0 0.0 
1.2 65.7 33.1 100.0 

IT  improve efficiency and 

convenient tax payment system 

Frequency 0 0 
0 174 170 344 

Percent 0.0 0.0 
0.0 50.6 49.4 100.0 

IT helps for Saving Money and 

Energy to Facilitate Tax 

Frequency 0 0 
6 188 150 344 

Percent 0.0 0.0 
1.7 54.7 43.6 100.0 

IT helps taxpayers in reporting 

tax timely & accurately. 

Frequency 0 0 
18 152 174 344 

Percent 0.0 0.0 
5.2 44.2 50.6 100.0 

IT helps to pay tax with good 

will 

Frequency 0 0 
0 170 174 344 

Percent 0.0 0.0 
0.0 49.4 50.6 100.0 

Sources: Own survey June 2020, SPSS output 

IT reduces complete tax payment time  

Respondents were asked whether IT reduces complete tax payment time or not. As the result shown 

in table 4.5 above, majority of respondents, 226 or 65.7% of respondents agreed and 114 or 33.7 % 

strongly agree that IT reduces tax payment time. Other respondents, 4 or 1.2 % of respondents are 

undecided that IT reduces complete tax payment time. 

IT improves efficiency and convenient tax payment system 

Respondents were asked whether IT improve efficiency and convenient tax payment system or not. 

As the result shown in table 4.5 above, majority of respondents, 174 or 50.6% of respondents agreed 
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and 170 or 49.4 % strongly agree that IT helps IT improve efficiency and convenient tax payment 

system.  

IT helps for Saving Money and Energy to Facilitate Tax  

Respondents were asked whether IT helps to save money and energy to facilitate tax & accurately or 

not. As the result shown in table 4.5 above, majority of respondents, 188 or 54.7% of respondents 

agreed and 150 or 43.6 % strongly agree that IT helps in reporting tax timely & accurately. Other 

respondents, 6 or 1.7 % of respondents are undecided that IT helps to save money and energy to 

facilitate tax & accurately. 

 

IT assists taxpayers in reporting tax timely & accurately 

Respondents were asked whether IT helps taxpayers in reporting tax timely & accurately or not. As 

the result shown in table 4.5 above, majority of respondents, 174 or 50.6% respondents strongly 

agreed and 152 or 44.2 % agree that IT helps in reporting tax timely & accurately. Other 

respondents, 18 or 5.2 % of respondents are undecided that IT helps taxpayers in reporting tax 

timely. 

IT assists to pay tax with goodwill 

Respondents were asked whether IT assists taxpayers to pay tax with goodwill or not. As the result 

shown in table 4.5 above, majority of respondents, 174 or 50.6% respondents strongly agreed and 

170 or 49.4 % agree that IT assists to pay tax with goodwill.  

According to the study application of IT in the tax administration has various benefit these includes 

IT reduces Complete Tax payment time, improve efficiency and convenient tax payment system, 

helps for Saving Money and Energy to Facilitate Tax, enable taxpayers in reporting tax timely & 

accurately, enable to pay tax with goodwill and increases tax revenue. 
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4.1.7. Pitfalls of Information Technology in Tax Administration 
Table 4. 6 Respondent's statistics for Pitfalls of Information technology in Tax 

Administration 

    
Strongly 

Disagree Disagree Undecided Agree 

Strongly 

Agree Total 

E-tax increase in fraudulent 

tax refund claims       

Frequency 2 2 18 198 124 344 

Percent 0.6 0.6 5.2 57.6 36.0 100.0 

E-tax increases corporate 

account takeover (the 

hacking of the website of a 

corporate body)       

Frequency 2 2 12 220 108 344 

Percent 0.6 0.6 3.5 64 31.4 100 

E-tax will lead to personal 

identity theft and sensitive 

data theft       

Frequency 2 4 30 190 118 344 

Percent 0.6 1.2 8.7 55.2 34.3 100 

E-tax increases filing of false 

tax returns and data leaks, 

both from private and public 

sources       

Frequency 2 2 34 196 110 344 

Percent 6 6 9.6 57 32 100 

Cyber tax crimes increases 

making false statements and 

income declaration while e-

filing tax returns       

Frequency 2 2 22 234 84 344 

Percent 0.6 0.6 6.4 68 24.4 100 

E-tax will lead to theft of 

data      

Frequency 2 0 8 234 100 344 

Percent 0.6 0  2.3 68 29.1 100 

Sources: Own survey June 2020, SPSS output 

E-tax increase in fraudulent tax refund claims       

Respondents were asked whether E-tax increase in fraudulent tax refund claims or not. As the result 

shown in table 4.6 above, majority of respondents, 108 or 57.6% of respondents agreed and 124 or 

36.0 % strongly agree that E-tax increase in fraudulent tax refund claims. This is attributable to the 

fact that E-tax leads to taxpayers to be incompliant, other respondents, 2 or 0.6 % of respondents are 

strongly disagreed, 2 or 0.6 % of respondents were disagreed and 18 or 5.2 % of respondents are 

undecided that E-tax increase in fraudulent tax refund claims). 

E-tax increases corporate account takeover (the hacking of the website of a corporate 

body)       

Respondents were asked whether E-tax increases corporate account takeover (the hacking of the 

website of a corporate body) or not. As the result shown on table 4.6 above, majority of 

respondents, 220 or 64% of respondents agreed and 108 or 31.4 % strongly agree that E-tax will 

lead to personal identity theft and sensitive data theft. This is attributable to the fact leads taxpayers 
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not to use the system their account they prefer to pay their taxes manually, other respondents, 2 or 

0.6 % of respondents are strongly disagreed, 2 or 0.6 % of respondents have disagreed and 12 or 3.5 

% of respondents are undecided that E-tax increases corporate account takeover (the hacking of the 

website of a corporate body 

E-tax will lead to personal identity theft and sensitive data theft       

Respondents were asked whether E-tax will lead to personal identity theft and sensitive data 

theft or not. As the result shown in table 4.6 above, majority of respondents, 190 or 55.2% of 

respondents agreed and 118 or 34.5 % strongly agree that E-tax will lead to personal identity 

theft and sensitive data theft. This makes the taxpayers to develop a negative attitude towards 

information technology, other respondents, 2 or 0.6 % of respondents are strongly disagreed, 

4 or 1.2 % of respondents have disagreed and 30 or 8.7 % of respondents are undecided that 

E-tax will lead to personal identity theft and sensitive data theft. 

E-tax increases filing of false tax returns and data leaks 

Respondents were asked whether E-tax increases filing of false tax returns and data leaks, both from 

private and public sources or not. As the result shown in table 4.6 above, majority of respondents, 

196 or 57% respondents agreed and 110 or 32 % strongly agree that E-tax increases filing of false 

tax returns and data leaks, both from private and public sources. This is attributable to the fact that 

increase filling of false tax returns and data leaks will lead to tax evasion, other respondents, 2 or 0.6 

% of respondents are strongly disagreed, 2 or 0.6 % of respondents have disagreed and 34 or 9.6 % 

of respondents are undecided that E-tax increases filing of false tax returns and data leaks, both from 

private and public sources. 

Cyber tax crimes increase making false statements and income declaration  

Respondents were asked whether cyber tax crimes increase making false statements and income 

declaration or not. As the result shown in table 4.6 above, majority of respondents, 234 or 68% 

respondents agreed and 84 or 24.4 % strongly agree that E-tax will lead to theft of data. This is 

attributable to the fact that increase making of false statements and income distribution leads to tax 

evasion, other respondents, 2 or 0.6 % of respondents are strongly disagreed, 2 or 0.6 % of 

respondents have disagreed and 22 or 6.4 % of respondents are undecided that cyber tax crimes 

increase making false statements and income declaration. 
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E-tax will lead to theft of data      

Respondents were asked whether E-tax leads to theft of data or not. As the result shown in table 4.6 

above, majority of respondents, 234 or 68% respondents agreed and 100 or 29.1 % strongly agree 

that E-tax will lead to theft of data. This is attributable to the fact that theft of data leads to tax 

evasion, other respondents, 2 or 0.6 % of respondents strongly disagree and 8 or 2.3 % of 

respondents are undecided that E-tax will lead to theft of data. 

Generally, application of IT in tax administration has its own pitfalls these include it increase in 

fraudulent tax refund claims, corporate account takeover (hacking of corporate body website), filing 

of fake tax returns and data leaks, it leads to personal identity theft and sensitive data theft and 

increases making false statements and income declaration. 

4.2. Results for the test of classical linear regression model (CLRM) 

assumptions  

A diagnostic test is made to make sure that the classical linear regression model assumption violated 

or not.  In this study, an attempt is made to test Heteroscedastic, normality, and Multi-collinearity 

the result of which are presented and discussed as follows. 

4.2.1. Multicollinearity 

Multicollinearity test help to identify the correlation between explanatory variables and to avoid 

double effect of the independent variable from the model. The next table described the correlation 

among explanatory variables. A correlation is a single number that describes the degree of 

relationship between two variables. In other words, multicollinearity describes the relationship 

among explanatory variables. 

The VIFs are inversely related to the tolerances with larger values indicating involvement in more 

severe relationships (according to a rule of thumb, VIFs below 10 or tolerances below 0.1 are seen 

as a cause of concern). 
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Table 4. 7 Multicollinearity Test 

Coefficients
a
 

Model 

Collinearity Statistics 

Tolerance VIF 

1 E_tax .573 1.746 

Network .579 1.727 

Tech_Skill .429 2.330 

Database .333 3.005 

Online_Reg .311 3.219 

Online_Remit .447 2.236 

a. Dependent Variable: Effc_Taxadmin 

Sources: Own survey June 2020, SPSS output 

Based on the result in table 4.7 above which showed the result for the presence or otherwise of 

multicollinearity among the variables used in this study, the result indicated that all the variables 

used in the study are relevant to the study since the VIF factors of each (E_tax, Network, 

Tech_Skill, Database, Online_Reg, Online_Remit) is below the benchmark of 10 and thus indicates 

the absence of multicollinearity in model. 

4.2.2. Correlation Analysis  
Correlation Analysis is a measure of association between two continuous variables. Correlation 

measures both the size and direction of relationships between two variables. The squared correlation 

is the measure of the strength of the association (Tabachnick and Fidell, 1989). Correlation analysis 

is the relationship between two variables. Correlation is denoted by “r”. The two variables must be 

normally related. “r” value is always in between minus one and plus one (-1  and +1). The below 

table describes a detailed correlation analysis with various.   

The Pearson Correlation analysis was also used in an attempt to understand the magnitude or 

strength and direction of the relationship between the impacts of IT on the efficiency of tax 

administration. 
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Table 4. 8 Correlation Analysis  
 

Correlations 

 

Effc_Taxadmin 

Pearson Correlation Sig. (2-tailed) N 

Effc_Taxadmin 1  344 

E_tax .784
**
 .000 344 

Network .656
**
 .000 344 

Tech_Skill .640
**
 .000 344 

Database .696
**
 .000 344 

Online_Reg .744
**
 .000 344 

Online_Remit .727
**
 .000 344 

**. Correlation is significant at the 0.01 level (2-tailed). 

Sources: Own survey June 2020, SPSS output 

Note: * and ** indicates the correlation coefficient is statistically significant at 1% and 5% level of 

significance respectively. 

The output table 4.8 provides Pearson correlations (r) between each pair of variables and associated 

significance tests. The correlation coefficient result revealed that tax administration efficiency has a 

significant positive correlation with E-tax (r = .784, p < 0.000), Network connectivity (r = .656, p < 

0.000) Technical Skill(r .640=, p < 0.000) Database(r =.696, p < 0.000) Online Registration(r .744=, 

p < 0.000) and Online Remittance (r =.727, p < 0.000). 

The results presented in table 4.8 revealed that there is a 78.4% (p=0.000) significant positive 

correlation between E-tax and tax Administration efficiency (Effc_Taxadmin) at 1% and 

5%significance level. It is high and statistically significant which implies that growth in the use of 

E-tax by taxpayers will result to an increase in efficiency of tax administration. 

Network connectivity and tax administration efficiency had a 65.6% (p=0.000) a significant positive 

correlation. This is high and statistically significant which implies that better in network connection 

will result to an increase in efficiency of tax administration.  

The correlation result show that there is a 64.0% (p=0.000) significant positive correlation between 

Technical skill and tax Administration efficiency (Effc_Taxadmin). This is high and statistically 

significant which entails that better in improvement in technical skill of both staffs and tax payers 

will result to an increase in efficiency of tax administration.  
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Database and tax administration efficiency had a 69.6% (p=0.000) a significant positive correlation. 

This is high and statistically significant which implies that an excellent and flexible database will 

result to an increase in efficiency of tax administration.   

Online tax registration and tax administration had a 74.4% (p=0.000) significant positive correlation. 

This is high and statistically significant which implies that application of online registration will 

result to an increase in efficiency of tax administration. This result is concurrence with the 

conclusion of Sagas, Nelimalyani, and Kimaiyo (2015) in Gekonge & Wallace (2016) that electronic 

tax register have helped to curb cases of tax evasion ETRs have helped increase revenue collection 

due to their efficient nature. 

The correlation result also revealed that online tax remittance by taxpayers of tax liability has a 

significant positive association of a 72.7% (p=0.000) with tax administration.  

Generally from the above correlation matrix, efficiency of tax administration have a strongly 

significant positive correlation with E_tax filing, Network, Technical Skill, Database, Online 

Registration and Online tax Remittance. 

4.2.3. Test for no heteroscedasticity (homoscedasticity)  

Heteroscedasticity is a violation of the CLRM assumption that has a non-constant variance in the 

error term (Greene, 2012). Heteroscedasticity is a problem because it makes the estimators unbiased.  

To test heteroscedasticity the researcher used the Breusch–Pagan/Cook Weisberg test which is used 

for linear forms of heteroscedasticity. If Breusch–Pagan statistics is greater than the chi-square 

values then we conclude that there is heteroscedasticity and the null hypothesis is rejected. 

Conversely, we conclude that there is homoscedasticity if the calculated value is less than the critical 

value and therefore we fail to reject the null hypothesis. Results of the Breusch-Pagan-Godfrey Test 

are presented below. 
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Table 4. 9 Breusch-Pagan / Cook-Weisberg Test for Heteroskedasticity 

Breusch-Pagan Test for Heteroskedasticity
,b,c

 

Chi-Square Df Sig. 

.253 1 .615 

a. Dependent variable: Effc_Taxadmin 

b. Tests the null hypothesis that the variance of the errors does not depend on the values of the independent variables. 

c. Predicted values from design: Intercept + E_tax + Network + Tech_Skill + Database + Online_Reg + Online_Remit 

H0:  The Error Term has Constant Variance and Variables: Fitted Values of  tax administration 

 

 Source: Own Survey, 2020 SPSS output 

As we have seen from table 4.9 the Breusch-Pagan test p-value (0.615) is greater than 0.05 which 

signifies that there is no present the heteroscedasticity problem. Therefore the null hypothesis of 

homoscedasticity is accepted and concludes that there is homoscedasticity. 

4.2.4. Regression specification error 

Testing for omitted variable bias is important for our model since it is related to the assumption that 

the error term and the independent variables in the model are not correlated (E (e|X) = 0) The null 

hypothesis is there are no omitted variables. Rejection of the null hypothesis implies that there are 

possible missing variables and the model suffers from endogeneity, causing biased coefficient 

estimates. 

 

Table 4. 10 Ramsey RESET test for Omitted Variable 

Model F (3, 162) P-value 

1                     38.24 0.2080 

H0: Model has no Omitted Variables 

Variables: Fitted Values of  Effc_Taxadmin 

Source: Own Survey, 2020 

Ramsey RESET Test to show the stability test and it has all the diagnostic tests of the study. As 

stated table 4.10: The models have no omitted variable and the variables were fitted value of 

investment. The Ramsey Reset test indicates that the F-statistic with a value of 38.24 and a P- value 
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of 0.2080 and all variables were supported with expected sign and impact, so the model is stable and 

conventional levels of significance. 

4.2.5. Normality Test 

Normality tests are used to conclude if a data set is well-modeled by a normal distribution. The tests 

also compute how likely it is for a random variable underlying the data set to be normally 

distributed. 

Examining the residual plot, it appears that the homogeneity of variance assumption is not violated 

since the residuals scatter randomly around the zero line and the degree of scatter appears constant 

across the range of predicted values.  

Figure 4.2 shows the frequency distribution of the standardized residuals compared to a normal 

distribution. As you can see, although there are some residuals (e.g., those occurring around 0) that 

are relatively far away from the curve, many of the residuals are fairly close. 

Moreover, the histogram is bell-shaped which leads to infer that the residual (disturbance or errors) 

is normally distributed. Thus, no violations of the assumption normally distributed error term.  The 

histogram of the residuals is also consistent with the assumption of normality (Figure 4.2) 

 

 

Figure 4. 2 Normality Test  
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Since this study employs quantitative data analysis, two statistical values were checked to assess the 

normality of the distribution of the variables: Skewness and kurtosis. Skewness is a measure of how 

responses are distributed,  while kurtosis is a measure of how responses cluster around a central 

point for a standard distribution (Stern, 1977) A criterion from the literature is that a Skewness 

statistic bigger than 3.0 or a kurtosis statistic bigger than 8.0 would imply that the distribution is 

non-normal (Kline, 2005). The Skewness and kurtosis statistics for all variables in this study were 

within these acceptable ranges of normality as shown in Table 4.11 below 

Table 4. 11 Normality Test 

Tests of Normality  

 

N Skewness Kurtosis 

Statistic Statistic Std. Error Statistic Std. Error 

Effc_Taxadmin 344 -.333 .185 -1.912 .368 

E_tax 344 -.177 .185 -1.417 .368 

Network 344 -.442 .185 -1.080 .368 

Tech_Skill 344 .055 .185 -1.684 .368 

Database 344 -.029 .185 -1.228 .368 

Online_Reg 344 -.202 .185 -1.652 .368 

Online_Remit 344 -.592 .185 -.581 .368 

Valid N (listwise) 344     

Source: Own Survey, June, 2020, SPSS output. 
 

The null and alternative hypotheses for the normality test are: 

H0: The data follows a normal distribution. 

H1: The data does not follow a normal distribution. 

Above table 4.11 shows the number of observations (which is 344) and the probability of 

skewness of all variables is found in between of -1 and +1 which is implying that skewness 

is asymptotically normally distributed (p-value of skewness >  0.05).  Similarly, Pr 

(Kurtosis) indicates that kurtosis is also asymptotically distributed (p-value of kurtosis > 

0.05). Consequently, the null hypothesis cannot be rejected. 

4.2.6. Reliability Test Analysis  
Cronbach's Alpha is designed as a measure of the internal consistency of items in the 

questionnaire. It varies between zero and one. The closer alpha is to one, the greater the 

internal consistency of the items in the questionnaire. Total numbers of questions or items in 
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the questionnaire were 43 including 43 testing variables or Likert scale variables. Hence “N” 

of items in the below Cronbach‟s Alpha test is 43.   

The data collected from the questionnaire must be reliable and consistent so that the valuable 

information can be collected regarding the reason behind the cost overrun in condominium 

housing projects. For such analysis, Cronbach's alpha for reliability is calculated using 

statistical tool SPSS v26. When the reliability of the data is less than 0.3, then the collected 

data will not be reliable and cannot be adopted. Reliability will be at a high level only when 

the Cronbach alpha is more than 0.6-0.9.  

Table 4. 12 Test for Data Reliability and Validity Using Cronbach‟s Alpha Coefficient 

Variables No. of Items Frequency Alpha 

Effc_Taxadmin 8 344 0.876 

E_tax 7 344 0.905 

Network 6 344 0.899 

Tech_Skill 6 344 0.9 

Database 7 344 0.892 

Online_Reg 3 344 0.886 

O_Remitance 6 344 0.897 

Test Scale                                                            43 0.907 

Source: Own Survey, 2020 SPSS output 

As results in the above table 4.12 indicate the Cronbach alpha value of efficiency of tax 

administration was 0.876, E-tax was 0.905, Network was 0.899, Technical skill were 0.90, Database 

was 0.892, Online Registration was 0.886 and Online Remittance was 0.897 and the overall 

Cronbach alpha value was 0.907. The overall Cronbach alpha score indicates that the internal 

consistency of the items and the collected data was reliable. 

4.3. Multiple Linear Regression  
Multiple linear regression is a method of analysis for assessing the strength of the relationship 

between each of a set of explanatory variables (sometimes known as independent variables, although 
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this is not recommended since the variables are often correlated), and a single response (or 

dependent) variable. When only a single explanatory variable is involved, we have what is generally 

referred to as simple linear regression. 

4.3.1. Model summary test 

Table 4. 13 Model Summary 
Model Summary

b
 

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

1 .915
a
 .836 .830 .20374 

a. Predictors: (Constant), Online_Remit, Tech_Skill, E_tax, Network, Database, Online_Reg 

b. Dependent Variable: Effc_Taxadmin 

Source: Own Survey, June, 2020, SPSS output. 
 

The model summary includes the multiple correlation coefficients, R, its square, R
2
, and an adjusted 

version of this coefficient as summary measures of model fit. The multiple correlation coefficient R 

= 0.915 indicates that there is a strong correlation between the observed tax administration 

efficiency and those predicted by the regression model. In terms of variability in observed tax 

administration efficiency accounted for by our fitted model, this amounts to a proportion of R
2
= 

0.836 or 83.6%.  

The above regression table 4.13 summarizes the model performance with relevant analysis. R 

represents the multiple correlation coefficient with a range lies between -1 and +1.  

The model summary shows R-value 0.915, it means that there is 91.5% a positive relationship (r) 

between information technology and Tax Administration. R
2
 represents the coefficient of 

determination and ranges between 0 and 1. Since the R square value is 0.836, it shows that the 

predictors of information technology (E_tax, Network, Tech_Skill, Database Online_Reg, and 

Online_Remit) explain 0.836 variations in tax administration. In respect of the adjusted R² which 

takes into the cognizance of the error term, signifies that information technology tools explain 

83.0% variation in the tax administration while the remaining 17.0% is explained by others factors 

excluding information technology which are not captured in the study such as tax penalty, taxpayers‟ 

knowledge on tax laws, tax audit, tax drive. 

The adjusted R-squared is a modified version of R-squared that has been adjusted for the number of 

predictors in the model. The adjusted R-squared increases only if the new term improves the model 

more than would be expected by chance. The adjusted R-squared shows 83.0% that can really 
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explained by explanatory variables.  So it is good to show the effect of explanatory variables on 

explained variables. In order to show total significance for population, it can explained by F- 

statistics corresponding P-value. As the above regression table, 4.13: shows, F-statistics‟ p-value is 

less than 5% which are very significance for model and for the population inference.   

4.3.2. Analysis Of Variance (ANOVA)   

Table 4. 14 Analysis of Variance (ANOVA) 

ANOVA
a
 

Model 

Sum of 

Squares Df 

Mean 

Square F Sig. 

1 Regression 69.994 6 5.835 140.572 .000
b
 

Residual 13.726 337 .042   

Total 83.721 343    

a. Dependent Variable: Effc_Taxadmin 

b. Predictors: (Constant), Online_Remit, Tech_Skill, E_tax, Network, Database, 

Online_Reg 

Source: Own Survey, June, 2020, SPSS output. 

The Variance Analysis was done to test (checked) the overall significance of the model. The test 

result of ANOVA tells whether the overall effect of the five independent variables on tax 

administration efficiency is significant. As indicated in table 4.14, significant P-value of .000 and F-

value of 140.572 was recorded. This show that the regression model is a suitable prediction for 

explaining the effect of Predictors: (E_tax, Network, Tech_Skill, Database, Online_Reg, and 

Online_Remit ) on  tax administration in Ethiopia. The significance level in the above table 4.14 

reveals that the regression model is highly significance to fit the data. And the cumulative effect of 

the set of independent factors on the tax administration is highly significance. 

So we can conclude that at least one of E_tax, Network, Tech_Skill, Database, Online_Reg, and 

Online_Remit is related to tax administration efficiency.  

4.3.3. Statistical significance of the independent variables  
Statistical significance of each of the independent variables tests whether the unstandardized (or 

standardized) coefficients are equal to 0 (zero) in the population (i.e. for each of the coefficients, H0: 

ß = 0 versus H1: ß ≠ 0 is conducted). If p < .05, the coefficients are statistically significantly 
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different from 0 (zero). The usefulness of these tests of significance is to investigate if each 

explanatory variable needs to be in the model, given that the others are already there. In Table4.14 

shown below ß ≠ 0 therefore all independent variables are significant. 

4.3.4. Estimated model coefficients 
Table 4. 15 Regression Coefficients 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) -.162 .168  -.748 .456 

E_tax .375 .039 .396 9.529 .000 

Network .135 .036 .146 3.534 .001 

Tech_Skill .136 .047 .141 2.932 .004 

Database .111 .051 .118 2.168 .032 

Online_Reg .156 .055 .159 2.817 .005 

Online_Remit .147 .037 .191 4.061 .000 

a. Dependent Variable: Effc_Taxadmin 

Source: Own Survey, June, 2020, SPSS output. 

The general form of the equation to the efficiency of tax administration application of Information 

technology is: 

ETA=-.162 + .375ETF + .135NWC + .136TS + .111DB + .156O_Reg + .147O_Rem +e  

The output shown in table 4.15 provides estimates of the regression coefficients, standard errors of 

the estimates, t-tests that a coefficient takes the value zero, and confidence intervals. The estimated 

regression coefficients are given under the heading “Unstandardized Coefficients B”; these give, for 

each of the explanatory variables, the predicted change in the dependent variable when the 

explanatory variable is increased by one unit conditional on all the other variables in the model 

remaining constant.  

In the table 4.15, it could be inferred that if the explanatory variables (E_tax, Network, Tech_Skill, 

Database Online_Reg, and Online_Remit) are held constant, the explained variable 

(Effc_TaxAdmin) will be -1.62 unit better off, which implies that in a situation where there is no IT 

on the administration of tax, the tendency for efficiency in tax administration in the country will be -

1.62. The results of the study show that the beta coefficient of E-tax is 0. 375 (S.E = .039, t= 9.529 
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and p<0.05). This means that holding other independent variables constant a unit change in E-tax 

will lead to a 37.5% increase in tax administration. This was statistically significant at p<0.05. The 

study findings indicated that the beta coefficient of a network is 0.135(S.E = .036, t= 3.534 and 

p<0.05). This depicts that keeping other independent variables constant a unit change in the network 

results in a 13.5% increase in tax administration. This was statistically significant at p<0.05. The 

study findings indicated that the beta coefficient of technical skill (Tech_skill) is 0.136(S.E = .047, 

t= 2.932 and p<0.05). This demonstrates that that holding other independent variables constant a unit 

change in technical skill results in a 13.6 % significant increase in tax administrations. The study 

findings indicated that the beta coefficient of the Database is 0.111(S.E = .051, t= 2.168 and 

p<0.05). This depicts that keeping other independent variables constant a unit change in database 

storage results in an 11.1% significant increase in tax administration. The study findings indicated 

that the beta coefficient of online tax registration (Online_Reg) is .156(S.E = .055, t= 2.817 and 

p>0.05). This shows that holding other independent variables constant a unit change in Online_Reg 

will lead to a 15.6% significant increase in tax administration, which implies that a unit increase in 

the use of IT facilities for taxpayer‟s registration results to 15.6% significant impact on tax 

administration. This result is concurrence with the conclusion of Sagas, Nelimalyani, and Kimaiyo 

(2015) in Gekonge & Wallace (2016) that electronic tax register have helped to curb cases of tax 

evasion ETRs have helped increase revenue collection due to their efficient nature. 

The study findings indicated that the beta coefficient of online tax remittance (Online_Remit) is 

.147(S.E = .037, t= 4.061 and p>0.05). This means that holding other independent variables constant 

a unit change in Online_Remit results in a 14.7% significant increase in tax administration, which 

implies that a unit increase in the use of IT facilities for taxpayers remittance results to 14.7% 

significant impact on tax administration, this corresponds to the conclusion of Efunboade (2014) that 

emerging global infrastructures (Taxpayer Identification Number- TIN, Factual Accurate Complete 

Timely- Project FACT and Integrated System of Tax Administration- ITAS) could make it 

increasingly possible for eligible taxpayers to pay tax online anywhere and anytime. 

Generally, the study revealed that E-tax filling, Network connectivity, Technical skill, Database, 

Online registration and online remittance had a significant positive relationship that leads to an 

increase the efficiency of tax administration for MOR.  
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4.4. Testing of Hypotheses 
This part of study discussed the relationship between the dependent and independent. This study 

aimed at establishing the impact of information technology on the efficiency of tax administration in 

Ethiopia. How does information technology influence the efficiency of tax administration with 

regard to E-tax filing, network connections, technical skills, database, online registration, and online 

remittance of tax? Efficiency of tax administration explained variable and E-tax filling, Network 

connectivity, Technical skill, Database, Online registration and online remittance are explanatory 

variables. In regression output, Beta indicates that the level of influence of each predictor variable  

on  dependent  variable:  as  well  it  indicates  the  direction  of  relationship between them. 

This study used unstandardized beta coefficient to interpret hypothesis result. Because 

unstandardized beta coefficient is raw coefficient produced by regression analysis when analysis 

were performed on original, for unstandardized variables as unstandardized coefficient regress the 

amount of change in dependent variable (Y) due to change of 1 unit of change of independent 

variables (X) and the effect of dependent variable on independent variable . The hypotheses testing 

based on regression model output is discussed below  

Hypotheses 1 

H1: E-tax filing has a n  impact on the efficiency of tax administration. 

Table 4.15 show that E-tax filing has beta 0.375 and p<0.05. This multiple regression result show 

that E-tax has a positive and statistically significant effect on tax administration because the p-value 

was 0.000 which is less than a 5% significance level. This entails that e-tax filing system has an 

impact on tax collection time, cost and increases taxpayers‟ compliance. It reduces the amount of 

uncollectable tax. In general, e-tax has a positive impact on the efficiency of tax administration.   

Decision: The null hypothesis was rejected in the study and accept alternate hypothesis. This implies 

keeping other independent variables constant E-tax filing has a significant positive impact on the 

efficiency of tax administration. This means that holding other independent variables constant a unit 

change in E-tax will lead to a 37.5% increase in tax administration. This finding is inconsistence 

with the study of Olaoye C. (2017). E-tax filing of tax returns by tax payers‟ is inversely associated 

with tax administration. It is consistence with the study of Abera T(2019), E-tax filing of tax returns 

by tax payers‟ is positively associated with tax compliance. This implies that E-tax filing direct 

relationship with Tax administration. 
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Hypotheses 2 

H1: Network connectivity has an impact on the efficiency of tax administration. 

Table 4.15 show that Network connectivity has beta 0.135 and p<0.05. The multiple regression 

result shows that Network connectivity has a positive and statistically significant effect on tax 

administration. Because the p-value was 0.000, which is less than a 5% significance level. Network 

connectivity and system availability problems lead to taxpayers to delay in tax remit, unwillingness 

to file tax returns, the incurrence of additional costs, and reduce taxpayer's tax compliance. This 

means that Network connectivity has an impact on tax collection time, cost and taxpayers‟ 

compliance. As a result network connectivity has a great impact on the efficiency of tax 

administration.  

Decision: The null hypothesis was rejected in the study. This implies keeping other independent 

variables constant network connectivity has a positive and a statistical significant impact on the 

efficiency of tax administration. This means that holding other independent variables constant a unit 

improvement in network connectivity will lead to a 13.5% increase in tax administration. This 

finding is inconsistence with the study of (Nevila Kir 2016) and Abera T(2019). 

Hypotheses 3 

H1: Technical skill has an impact on the efficiency of tax administration. 

Table 4.15 show that technical skill has beta 0.136 and p<0.05. The multiple regression result show 

that technical-skill has a positive and statistically significant effect on tax administration. Because 

the p-value was 0.000, which is less than a 5% significance level. The result shows that the 

taxpayer's utilization of IT facilities for tax administration in the Ministry of Revenue Service is low. 

This implies that taxpayers do not effectively utilize the IT facilities and tax administration portals 

available for tax administration.  In relation to the theory adopted for this study, Technology 

Acceptance Model (TAM) implied that emerging information technology cannot deliver improved 

organizational effectiveness if it is not accepted and used by potential users.   

The IT for tax administration enables taxpayers to file their tax returns electronically, pay their taxes 

online, generate tax clearance certificates, and communicate with the MOR tax office. However, 

from the findings, taxpayers do not take advantage of the available IT platform to remit their taxes. 

The reason for this finding predicates on the fact that most taxpayers lack the basic knowledge of IT. 

As a result, they tend to distance themselves from any computer-related activity and are unable to 
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utilize the benefits of computer technology.  This also is a serious limitation to efficient tax 

administration in the Ministry of Revenue.  

Decision: The null hypothesis was rejected in the study. This implies keeping other independent 

variables constant technical-skill has a positive and a statistical significant impact on the efficiency 

of tax administration. This means that holding other independent variables constant a unit 

improvement in technical-skill will lead to a 13.6% increase in tax administration. This finding is 

consistence with the study Abera Teka (2018), technical skill is able to significantly influence on 

taxpayer compliance of large taxpayers at 5% significance level. 

Hypotheses 4 

H1: Database has an impact on the efficiency of tax administration. 

Table 4.15 show that database has beta 0.111 and p<0.05. The multiple regression result show that 

database has a positive and statistically significant effect on tax administration. Because the p-value 

was 0.000, which is less than a 5% significance level. A good database enables to retrieve 

information from the database at any time, search file in different ways (mechanisms), allow for 

effective non‐compliance monitoring, allows a better, safer data storage, allows a timely and 

accurate collection and recording of basic identifying information of the taxpayer, require that to 

keep a proper record of business transactions for easier assessment of returns and increases 

transparency in terms of Access of Information. This means database has an impact on the efficiency 

of tax administration.  

Decision: The null hypothesis was rejected in the study. This implies keeping other independent 

variables constant database has a positive and statistical significant impact on the efficiency of tax 

administration. This means that holding other independent variables constant a unit improvement in 

database will lead to an 11.1% increase in tax administration. 

Hypotheses 5 

H1: online registration has an impact on the efficiency of tax administration. 

Table 4.15 show that online registration has beta 0.156 and p<0.05. The multiple regression result 

show that database has a positive and statistically significant effect on tax administration. Because 

the p-value was 0.000, which is less than a 5% significance level. This means online registration 

saves time to complete tax payment, saving money and energy to complete tax assessment, make the 

tax payment system fast and convenient, and increase the efficiency and effectiveness of service 
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delivery on the side of taxpayers. Whereas for the Revenue office, increase the quality and quantity 

of tax-related information, minimizing tax evasion and fraud, improve tax revenue assessment and 

collection and effective taxpayer's data recording are the major benefits identified by the study. This 

implies that online registration has an impact on the efficiency of tax administration.  

Decision: The null hypothesis was rejected in the study. This implies keeping other independent 

variables constant online registration has a positive and a statistical significant impact on the 

efficiency of tax administration. This means that holding other independent variables constant a 

application of online registration will lead to a 15.6% increase in tax administration. This finding is 

inconsistence with the study Olaoye C. (2017) Rotkang Roselyn (2016), online registration is 

inversely associated with tax planning and implementation by tax administrative agencies. 

Hypotheses 6 

H1: online tax remittance has an impact on the efficiency of tax administration. 

Table 4.15 show that online remittance has beta 0.147 and p<0.05. The multiple regression result 

show that online remittance has a positive and statistically significant effect on tax administration. 

Because the p-value was 0.000, which is less than a 5% significance level. This implies online tax 

remittance has an impact on the efficiency of tax administration. This means online remittance save 

time to complete tax payment, saving money and energy to complete tax assessment, make the tax 

payment system fast and convenient, and increase the efficiency and effectiveness of service 

delivery on the side of taxpayers. Whereas on the side of Revenue office, increase quality and 

quantity of tax related information, reducing tax evasion and fraud, improve tax revenue assessment 

and collection are the major benefits identified by the study for using IT.  

Decision: The null hypothesis was rejected in the study. This implies keeping other independent 

variables constant online remittance has a positive and a statistical significant impact on the 

efficiency of tax administration. This means that holding other independent variables constant a 

application of online remittance will lead to a 14.7% increase in tax administration. This finding is 

inconsistence with the study Olaoye C. (2017) Rotkang Roselyn(2016). Online remittance of tax 

returns by tax payers‟ is inversely associated with tax administration. 
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4.5. Hypothesis Summary  

Table 4. 16 Summary of actual and expected sign of explanatory variables on dependent 

variables. 

No Explanatory variables Expected sign       Actual sign and impact Remark(result) 

 E-tax filing Positive and significant Positive and significant Supported 

 Network connectivity Positive and significant Positive and significant Supported 

 Technical skill Positive and significant Positive and significant Supported 

 Database Positive and significant Positive and significant Supported 

 Online registration  Positive and significant Positive and significant Supported 

 Online remittance  Positive and significant Positive and significant Supported 

Source: Own Survey, June, 2020, Spss output. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION, AND RECOMMENDATIONS 

5.1. Summary 
The study is conducted to assess the impact of Information Technology on the efficiency of 

Tax Administration in Ethiopia. The primary objective of this study is to examine the impact 

of Information Technology in Ethiopia to find out if the application of IT increases efficiency 

on tax administration. The introductory chapter provides a critical background to the study 

which gives a general overview of the subject matter. According to the study, Tax 

administration involves all the strategies and principles adopted by any government to plan, 

impose, collect, account, control, and coordinate charge with the responsibility of taxation.  

Information Technology is sending and receiving messages through electronic devices.  In 

recent times, IT has been employed in most sectors of the Ethiopian economy such as tax 

administration, land registry, public financial management, pensions, social and security 

administration.  If appropriately deployed, IT can help facilitate crucial economic and social 

development objectives in all sectors and organizations.   

The researcher critically reviewed related literature and empirical studies.  The concepts of 

Information Technology, IT Infrastructures, IT capacity, IT utilization, and Tax 

administration were reviewed. According to the views of Mary and Cox (2007), IT is 

electronic and computerized devices associated with human interactive materials that enable 

the user to use them for a high range of service provision and besides personal use. In the 

views of Ogbonna 2010, tax administration consists of the tax authorities and the organs of 

tax administration that are charged with the responsibility of implementing the tax laws in 

accordance with the set guidelines.  Other scholarly works were reviewed.  The empirical 

study of various research works was done and attempts were made to fill the existing gaps 

identified.  The theory adopted for this study is the Technology Acceptance Model by Davis 

(1989).According to this model; technology adoption is a function of a variety of factors 

including Relative advantage and Ease of use.  The research design used for this 

investigation is survey/descriptive research as contained in which information was obtained 

from a sample of respondents. This research tactic is considered necessary for the reason that 

of its capability to view comprehensively and in detail the major questions rose in the study. 

Totals of 400 samples were taken for study. A random sample technique; probability sample 
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were used and data were generated from both primary and secondary sources for this study.  

Data was analyzed using Statistical Package for Social Sciences (SPSS) version 26.  

The first objective of the study is to identify the benefits of information technology for tax 

administration. The study revealed that the application of IT in Tax administration has 

various benefits. These benefits include; save time to complete tax payment, saving money 

and energy to complete tax assessment, make the tax payment system fast and convenient, 

increase transparency in terms of access of information, and increase the effectiveness and 

efficiency of service provision for taxpayers. Where for Ministry of Revenue, increase 

quality and quantity of tax-related information, reducing tax evasion and fraud, improve tax 

revenue assessment and collection, effective taxpayers data encoding and using software are 

the main benefits identified by the study.  

The second objective of the study is to identify the challenges of information technology in 

tax administration. The study found major challenges that hinder the application of IT in the 

office. Inadequate IT infrastructure provision in the office is the major challenge for the 

effective application of IT for effective tax administration. Lack of staff commitment o help 

taxpayers is another challenge. As the findings, inadequate training facilities are another big 

challenge in the appliance of IT in the office and as a result, the skill of IT users is quite 

inadequate. The study found that there is a problem regarding network connection and poor 

network connection is a series problem because it creates slow motion in systems and affects 

the service delivery of tax assessment and collection, and also it delays in decision making of 

taxpayers complain. 

Furthermore, taxpayers have not adequate awareness about the operation and importance of 

the application of Information technology in an efficient way on the tax system and don‟t 

trust and give full attention. 

The third objective of the study is to identify the drawbacks of information technology in tax 

administration. Application of IT on tax administration has its own pitfalls these include it 

increase in fraudulent tax refund claims, corporate account takeover (the hacking of 

corporate body website), filing of fake tax returns and data leaks, it leads to personal identity 

theft and sensitive data theft and increases making false statements and income declaration. 
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The fourth objective of the study is to identify the impact of information technology on the 

efficiency of tax administration. The finding of the study revealed that the application of IT 

has saved tax payer's time to complete tax payment, saving money and energy to complete 

tax payment process in the office, improved efficiency and convenient tax payment system 

and increased transparency in terms of access of information. Generally, the appliance of IT 

has increased the efficiency and effectiveness of tax administration. As a result, IT has an 

impact on the efficiency of tax administration. 
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5.2. Conclusion 

This study aimed at examining the impact of information technology on the efficiency of 

tax administration in Ethiopia. It specifically investigated the benefits, drawbacks, impacts 

of information technology on tax administration and challenges for application of 

information technology on tax administration. How information technology influence the 

efficiency of tax administration with regard to E-tax filing, network connections, technical 

skills, database, online registration, and online remittance of tax had assessed. Based on the 

findings of the study, it is concluded that information technology enhances the level of 

productivity in tax collectivity and administration. Specifically; E-tax filing, Network 

connectivity, Technical skill, Database, online registration, and remittance of tax returns by 

taxpayers‟ are directly associated with tax administration. They have a significant impact on 

tax administration efficiency. The implementation of information technology in the 

registration of appropriate and potential taxpayers and remittance of tax increases efficiency 

of tax administration which in turn ensures ease collectivity of tax returns. Application of 

Information technology on tax administration facilitates the tax collection process .however, 

internet disconnectivity is a major challenge faced by the taxpayer.   
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5.3. Recommendation 

In respect of the research findings, the study recommends that: filing of tax online should be 

monitored and controlled because of its adverse effect on planning and implementation of tax 

collectivity; respective agencies   responsible for tax collection should sensitize eligible and 

potential taxpayers on the process and suitability of online tax registration by taxpayers in 

other to enhance its impact on tax administration in the country; online tax remittance should 

be encouraged among taxpayers because it enhances flexibility in tax collection, but it must be 

controlled with manual remittance due to its impact on planning and implementation of tax 

administration, and an idea of the study should be carried out in other parts of the country in 

other to re-validate and test the applicability of the findings in them.   

The study also recommends the self-assessment system required for taxpayers to have a full 

understanding of tax laws to improve the efficiency of the tax administration. To support 

this the tax authority makes tax laws available to taxpayers on the MoR website. However, 

some taxpayer does not know this website exists.  It is necessary to give training and 

create awareness for the taxpayer to use this website. Any intervention to enforce 

compliance will be perceived as unfair if taxpayers do not understand what their 

obligations are. The attitudes of taxpayers toward taxation is improved through awareness 

creation programs and training. However, branches does not have skilled manpower to 

provide education related to the importance of Information technology for taxpayers. 

The branches should focus on capacity building to create skillful human power. 

E-payment system facilitates paying of taxes by using internet service. Most taxpayer of 

the branch submits a declaration to the tax authority by using online service. However, 

almost all taxpayers make payments by coming to the office. So, the respective agencies 

responsible for tax collection should carry out awareness in the form of seminars and 

sensitization of the process and suitability of information technology on tax administration. 
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7. Appendix 

DEBRE BERHAN UNIVERSITY 

COLLEGE OF BUSINESS AND ECONOMICS 

             DEPARTMENT OF ACCOUNTING AND FINANCE 

QUESTIONNAIRE 

Dear Respondents  

 I am Animut Belay a student of the MSC in accounting and finance at DebreBerhan 

University and am carrying out my research about the Impact of Information Technology on 

the of Efficiency of Tax Administration in Ethiopia. This is one of the requirements to get this 

masters degree. 

Please kindly help the researcher in this study by answering the following questions in a way 

you feel appropriate. Your response will be only for academic purpose and will be treated 

confidential. 

Questionnaire to investigate the Impact of Information Technology on the Efficiency of Tax 

Administration to be filled by respondents. 

 

SECTION A: DEMOGRAPHIC INFORMATION 

 

1. Name of the station…………………………………………………………………….  

2. Gender    

Male:   Female: 

3. Academic Qualification of the respondents 

10th complete  

Diploma   

Degree/B.SC   

  Masters (MBA/MSC)  

  Doctor (PHD)              
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SECTION B.  

Kindly tick whether you strongly disagree (SD), disagree (D), undecided (U), agree 

(A), or strongly agree (SA) with the following statements about tax compliance. 

No TAX ADMINISTRATION SD D U A SA 

1 IT enable to Complete Tax Payment on time      

2 IT enable to Paying tax with low Money and Energy to 
Facilitate Tax  

     

3 IT enable to feel a moral obligation to pay tax      

4 IT enable to reporting tax timely & accurately.      

5 IT enable to think of taxpaying as helping the government do 
worthwhile 
Things  

     

6 IT increases transparency in terms of Access of Information      

7 Overall, IT enable to pay tax with good will      

8 IT enable to satisfied with tax payment and collection process.      

BENEFITS  OF IT  

1 IT reduces Complete Tax payment time      

2 IT  improve efficiency and convenient tax payment system      

3 IT helps for Saving Money and Energy to Facilitate Tax       

4 IT increases tax revenue.       

5 IT assists taxpayers in reporting tax timely & accurately.      

6 IT assists to pay tax with good will      

ELECTRONICS TAX FILING SYSTEM 

1  E-tax filing enable to accomplish tasks more Quickly      

2 E-tax filing would improve my job performance      

3 The E –Tax being a24-Hour service has improved my ability to file 
returns on time 

     

4 Using E-filing would make it easier to do my job      

5 It easy to get e-filing system to do what I want it to do      

6 E-tax filing has reduced tax evasion.      

7 Information Technology has increased compliance due to 
reduced bureaucracies at MOR offices 

     

NETWORK CONNECTIVITY 

1 Availability of Internet and system leads to facilitate in tax 
submission 

     

2 Availability of Internet and system increase willingness to file 
tax returns 
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3 

Availability of Internet and system leads to capability to file tax 
returns without Assistance 

     

 

4 

 Availability of Internet and system reduce incurrence of 
additional costs 

     

5 The well functioning of server increased tax compliance      

6 E tax is internet based and considering that not all businesses 
have internet services in their office premises it may lead to an 
increased in the cost of tax compliance 

     

TECHNICAL SKILLS OF FILING 
 

1 

IT enable to make sure tax obligations and file returns on time 
using the online tax system accurately 

     

2 I have the ability to file tax returns without anybody„s help      

3 The use of electronics Tax system is influenced by my technical 
capability filing tax returns 

     

4 Online tax declaration information is easy to Understand      

5 I am competent to navigate the e-filing system quickly and 
Efficiently 

     

6 I can navigate menus available in the website      

DATABASE 

1 I can retrieve information from the data base at any time  

 

     

2 I can search file in different ways(mechanisms)      

3 Registration database to allow for effective non‐compliance 
monitoring 

     

4  IT allows a better, safer data storage      

5 IT allows a timely and accurate collection and recording of 
basic identifying information of the taxpayer 

     

6  Information Technology require that to keep proper record of 
business transactions for easier assessment of returns 

     

7  IT Increases Transparency in terms of Access of Information      

ONLINE REGISTRATION 

1 Online registration  system has led to accurate capture of 
taxpayer‟s basic information 

     

2 Taxpayers data captured through Online registration  system 
has assisted MOR to staff itself accordingly and actively plan 
its core tax administration function 

     

3 E-Tax system has led to a widened taxpayers base through new 
taxpayers being registered online 

     

ONLINE REMITTANCE  

1 Information Technology eases tax payment  

 

     

2 Information Technology makes tax payment accurate       

3 Information Technology update ledger real time       

4 Server downtime affect tax payment      
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5 Information Technology minimize cost of payment      

6 Information technology enable pay on due date       

INFORMATION FRAUD  

1 E-tax increase in fraudulent tax refund claims      

2 E-tax increases corporate account takeover (the hacking of the 
website of a corporate body) 

     

3 E-tax will lead to personal identity theft and sensitive data theft      

4 E-tax increases filing of false tax returns and data leaks, both 
from private and public sources 

     

5 cyber tax crimes increases making false statements and income 
declaration while e-filing tax returns  

     

6 E-tax will lead to theft of data      

IT CHALLENGES 

1 IT infrastructure and facilities are accessible to all 

members of staff and tax payers 

     

2 maintenance cost IT systems are less      

3 The MOR staff and taxpayers are trained and educated on 
Information Technology matters 

     

4 There are sufficient of good IT staff members who facilitate E-
tax filing. 

     

5 Taxpayers trust E-tax filing system.      

6 Taxpayers attitude is not as good as I expected towards E-tax 
filing. 

     

7 E-tax filing requires a lot of mental effort.      

 

Please state in your view the major drawbacks of Information Technology in tax 

administration. 

…………………………………………………………………………………………………

…………………………………………………………………………………………………

………… 

Please state in your view the major challenges of applying of Information Technology in tax 

administration. 

…………………………………………………………………………………………………

……………………………………………………………………………………………… 

Thank you very much for your patience, cooperation, and support for my research. 


