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ABSTRACT
Despite TRA's efforts to enhance compliance by simplifying processes and introducing user-
friendly online services, voluntary compliance rates remain low. Taxpayers still struggle to
comprehend tax requirements, access services, and navigate the tax system's complexities.
Additionally, they perceive an inequitable tax burden and suspect corruption within the tax
administration, diminishing their motivation for compliance. Thus, this study sought to examine
the influence of tax systems on voluntary tax compliance in Tanzania, A case of Tanzania
Revenue Authority - Manyara Tax Region. Specifically, this study sought to evaluate the
influence of online payment system, electronic filing system and electronic fiscal device
management system on voluntary tax compliance. The study employed the Theory of Planned
Behaviour and Technology Acceptance Model. It used a descriptive research design, employing
a quantitative approach with data collected through surveys from SMEs within the region. Both
primary and secondary data sources were utilized for comprehensive insights. Simple random
sampling ensured a representative sample of 398 respondents. Data was analyzed using
descriptive and inferential statistics, employing statistical analysis through SPSS to examine
relationships between variables and determine predictors of voluntary tax compliance. Findings
showed that the online payment system significantly facilitates timely tax payments, motivating
taxpayers to be more compliant with their tax obligations but with moderate preference for
traditional payment methods. Findings indicated that electronic filing system has a significant
influence on voluntary tax compliance emphasizing the importance of simplifying the system
and providing user support. Also, the study found that the use of electronic fiscal devices
substantially promotes voluntary tax compliance underlining the need for their mandatory use,
training programs, and incentives for businesses. The study recommends TRA to invest in and
promote the adoption of digital tax systems, enhancing user-friendliness and cybersecurity. For
future studies, we recommend a longitudinal assessment of the long-term effects, alongside a
comparative analysis of digital tax systems' effectiveness in different regions and a qualitative

exploration of taxpayer perspectives on compliance within these systems.
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CHAPTER ONE

INTRODUCTION
1.1 Introduction
This chapter serves as an introductory part of this study which is to examine the influence of tax
systems on voluntary tax compliance in Tanzania. It provides the background to the study, the
statement of the problem as well as the objectives of the study. The chapter also gives the
hypotheses, significance of the study, scope of the study and limitations as well as organization
of the study.
1.2 Background to the Study
Tax systems play a crucial role in generating government revenue, funding public services, and
promoting economic development. According to Atawodi & Ojeka (2018) voluntary tax
compliance refers to the willingness of taxpayers to comply with tax laws and regulations without
the need for excessive enforcement measures. High voluntary compliance is desirable as it
reduces the need for costly and time-consuming tax enforcement activities and fosters a positive
relationship between taxpayers and tax authorities (Alabede 2021).
Globally, tax systems and voluntary tax compliance present a multifaceted and ever-evolving
landscape, marked by variations across countries and regions. Demessew (2020) indicated that
each nation adopts its unique set of tax policies, administrative practices, and enforcement
measures, shaping the behavior of taxpayers and influencing compliance rates. For instance,
India has undertaken significant tax reforms in recent times, exemplified by the introduction of
the Goods and Services Tax (GST) in 2017 (Permatasari 2020). This transformative reform
replaced multiple indirect taxes with a unified system, intending to simplify tax structures, curb
tax evasion, and foster voluntary compliance. Nevertheless, initial challenges during

implementation led to some resistance, highlighting the complexities of adapting to new tax



systems. In the United States, tax compliance remains a topic of continual research and policy
deliberation. The Internal Revenue Service (IRS) actively explores strategies to bolster
voluntary compliance among taxpayers (Abu-Hassan, Yunus & Ramli 2017). Tax incentives are
among the measures employed to encourage voluntary compliance, providing benefits to those
who adhere to tax regulations. By offering tangible rewards, these incentives aim to promote a
positive compliance culture and reinforce taxpayer cooperation. On the other hand, Sweden
stands as a notable example of a country with commendable voluntary tax compliance rates.
The Swedish tax system's simplicity and transparency have contributed significantly to nurturing
a culture of compliance (B&rbut-Amisu 2021). Moreover, Sweden enjoys a high level of trust in
its government and tax authorities, further bolstering taxpayers' willingness to comply
voluntarily.

In Africa, tax systems and voluntary tax compliance play a vital role in driving economic
development and supporting essential public services. Maisiba & Atambo (2018) postulated that
many African countries heavily depend on tax revenues to finance their governments and fund
various social and economic programs. However, achieving high rates of voluntary tax
compliance poses challenges unique to the region. Indrayani & Suhendrya (2019) added that
the continent grapples with issues such as a substantial informal sector, limited tax base
diversification, weak tax administration, and prevalent tax evasion and informal economic
activities. The informal sector operating outside the formal tax system results in reduced tax
revenues and potential unfairness for compliant taxpayers. Moreover, corruption and weak
governance hinder voluntary compliance as taxpayers lose motivation due to perceived
mismanagement of public funds (Kassa 2021). While countries, like Rwanda and Morocco,
employ tax incentives to encourage compliance, careful evaluation of their effectiveness is
crucial to prevent revenue losses or unequal benefits (Augustine 2020). Additionally, coexisting

formal and informal tax systems in specific regions necessitate an understanding for the



formulation of effective compliance-promoting policies. Countries such as Kenya, Ghana, and
South Africa have taken steps towards enhancing voluntary compliance by introducing reforms
and initiatives, such as technological advancements, formalization campaigns, and data
analytics to tackle tax-related challenges (Ramidhuna 2021).

In Tanzania, the tax system plays a crucial role in generating government income to support
public services, infrastructure projects, and social welfare programs. However, as highlighted in
the report by Omary & Pastory (2022), achieving high voluntary tax compliance rates poses
challenges influenced by various factors within the tax system. These factors include the clarity
of tax laws, ease of tax filing and payment, efficiency of tax services, fairness in tax distribution,
and the effectiveness of tax enforcement (Magese & Chindengwike, 2021). According to
Controller and Auditor General (CAG) report, a straightforward and transparent tax system
encourages higher compliance rates, along with the provision of user-friendly tax services (CAG
2021). Conversely, complexity, delays, and perceptions of corruption can discourage
compliance. The Tanzania Revenue Authority (TRA) is responsible for tax administration, but
the country faces challenges due to a complex tax environment and a significant informal
economy, both of which impact voluntary compliance (Aiko, 2020). To address these issues
effectively, the TRA must gain a deeper understanding of the dynamics between tax systems
and voluntary compliance, which was the primary focus of this study, specifically in the context
of the Manyara Tax Region.

1.3 Statement of the Problem

In Tanzania, the Tanzania Revenue Authority (TRA) plays a crucial role in tax collection and
promoting voluntary compliance among taxpayers. Despite TRA's efforts to improve compliance
through measures like simplifying tax processes and introducing user-friendly online services,
voluntary tax compliance rates remain below the desired levels (CAG 2021; Chindengwike,

2022). This hampers the government's revenue generation for funding public services,



infrastructure projects, and social welfare programs, hindering economic development and
social progress (Omary & Pastory, 2022). TRA has implemented various measures to address
low voluntary compliance, including simplifying tax laws, enforcing audits and penalties, and
conducting taxpayer education programs. However, the problem persists, impacting revenue
collection and economic growth.

According to the Controller and Auditor General (CAG) report of 2021, the Manyara Tax Region
is grappling with challenges in tax compliance, as taxpayers continue to face difficulties in
understanding tax requirements, accessing tax services, and navigating the complexities of the
tax system. Moreover, SMEs taxpayers in the region perceive the tax burden as inequitable and
harbor suspicions of corruption within the tax administration, leading to reduced motivation for
voluntary compliance. Additionally, the SMEs remains a significant contributor to tax non-
compliance, operating outside the formal tax system and evading tax obligations (URT 2020).
The continued low levels of voluntary tax compliance hinder the government's ability to achieve
adequate revenue collection, affecting its capacity to deliver essential public services and drive
economic development.

Various scholars researched tax compliance in different contexts. For example, Wambongo
(2019) examined online tax filing's impact on compliance among small and medium enterprises
in Nairobi, while Naape (2022) explored South African taxpayers' perceptions of e-filing's effect
on compliance. Ahmed (2019) studied the electronic filing system's effects on tax compliance
in Sudan, and Tsamenyi, Scherrer & Anes (2016) evaluated e-filing's impact on compliance and
revenue collection in Cameroon. Okeke and Nwoha (2018) investigated electronic fiscal
devices' impact on VAT compliance in Nigeria. However, there is a dearth of local studies in
Tanzania on tax systems' influence on voluntary compliance. This study aimed to examine tax
systems' impact on voluntary compliance in the Tanzania Revenue Authority's Manyara Tax

Region, targeting micro SMEs to gather relevant information for the study's objectives.



1.4 Research Objectives
1.4.1 General Objective
The general objective of this study is to examine the influence of tax systems on voluntary tax
compliance in Tanzania, A case of Tanzania Revenue Authority - Manyara Tax Region.
1.4.2 Specific Objectives
Specifically, this study sought;
To evaluate the influence of online payment system on voluntary tax compliance.
i.  To determine the influence of electronic filing system on voluntary tax compliance.
ji.  To assess the influence of electronic fiscal device management system on voluntary
tax compliance.

1.5 Hypotheses
The study had the following hypotheses:
HO+: Online payment system has no influence on voluntary tax compliance.
HO,: Electronic filing system has no influence on voluntary tax compliance.
HOs: Electronic fiscal device management system has no influence on voluntary tax compliance.
1.6 Scope of the Study
This study aimed to investigate the influence of tax systems on voluntary tax compliance in
Tanzania, with a specific focus on the Manyara Tax Region offices. The research targeted micro
SMEs that operated within the Manyara tax region, as they represented valuable sources of
information relevant to the study's objectives. To ensure the study's validity and
comprehensiveness, both primary and secondary data collection methods were utilized,
facilitating a realistic and well-rounded conclusion. To ensure a representative sample, the study
employed a simple random sampling method in selecting respondents. This approach provided
every respondent with an equal chance of inclusion, minimizing bias and enhancing the

generalizability of the study's findings. By concentrating on this specific region and target group,



the research aimed to offer valuable insights into tax compliance behavior, contributing to a
deeper understanding of the factors influencing voluntary tax compliance in Tanzania's Manyara
Tax Region.

1.7 Limitation of the Study

This study encountered limitations on two fronts. Firstly, potential inaccuracies in respondents'
information regarding the influence of tax systems on voluntary tax compliance may have arisen.
To address this limitation, the researcher consistently emphasized the academic purpose of the
study and endeavored to establish a trusting rapport with the respondents. Secondly, the
allotted timeframe for completing this project was inadequate, as the researcher was a full-time
public service employee. However, to ensure the timely completion of the project, the researcher
made efficient use of weekends, spare time, and enlisted research assistants to conduct
research activities and expedited the project's progress. Through these measures, the
researcher optimized available resources and met the project's deadline.

1.8 Significance of the Study

The findings of this study provide valuable insights to the government on the effectiveness of
current tax systems and their impact on voluntary tax compliance. Understanding the factors
that influence taxpayers' compliance behavior enables the government to design targeted tax
policies and initiatives that encourage voluntary tax compliance, leading to increased revenue
collection and improved funding for essential public services and development projects. For
policymakers, this study offers evidence-based recommendations to enhance tax policies and
practices. By identifying areas where the tax system can be streamlined, simplified, or made
more transparent, policymakers can make informed decisions to create a conducive
environment for taxpayers to comply voluntarily.

The TRA and the Manyara Tax Region benefit from this study by gaining a deeper

understanding of the challenges faced by taxpayers in complying voluntarily. The research



sheds light on areas where improvements in tax administration, enforcement, and taxpayer
services are needed. Implementing the study's recommendations can lead to increased
taxpayer satisfaction, improved compliance rates, and more efficient revenue collection.
Additionally, academicians and researchers find value in this study as it contributes to the
existing body of knowledge on tax compliance behavior. The research serves as a foundation
for further studies and investigations in the field of taxation, providing insights into tax
compliance not only in Tanzania but also in other contexts.

1.9 Organization of the Study

This dissertation consists of five chapters, each serving specific purposes. This chapter provides
the background of the study, the statement of the problem. It presented purpose of the study
and specific research questions. Significance and scope of the study were also spelt out. The
second chapter examines the literature review by acknowledging what other authors have said
relative to the research under study. Chapter three presents the research methodology including
study area, research approaches, design, data collection and data analysis methods and finally,
ethical consideration. Chapter four presents’ findings aligned with objectives. Lastly, Chapter

Five discusses findings, summarizes key points, and draws conclusions.



CHAPTER TWO

LITERATURE REVIEW
2.1 Introduction
The chapter delves into the theoretical foundation and empirical research concerning the impact
of tax systems on voluntary tax compliance. It centers on the guiding theories of the study,
conducts a comprehensive review of relevant literature encompassing the study variables, and
presents an analysis of empirical studies. Also, the chapter establishes a conceptual framework,
identifying both dependent and independent variables to facilitate a systematic exploration of
the subject.
2.2 Definition of Concepts
2.2.1 Tax Systems
Mutalemwa (2018) asserted that tax systems refer to the comprehensive set of rules, laws, and
regulations that govern the collection and administration of taxes within a country or region. It
encompasses various types of taxes, tax rates, tax exemptions, tax incentives, and the
processes involved in tax assessment, collection, and enforcement (Ng'eni 2016).
2.2.2 Online Payment System
Kira (2017) stated that online payment system refers to a digital platform that enables taxpayers
to make their tax payments electronically through the internet. It allows taxpayers to remit their
tax liabilities conveniently and securely by using various electronic payment methods, such as
credit/debit cards, bank transfers, mobile payment systems, or digital wallets. The online
payment system streamlines the tax payment process, enhances efficiency, reduces
paperwork, and promotes timeliness in tax remittances, potentially contributing to improved

voluntary tax compliance (Demessew 2020).



2.2.3 Electronic Filing System

Mutalemwa (2018) asserted that electronic filing system in the tax system pertains to a digital
infrastructure that enables taxpayers to submit their tax-related documents, returns, and
declarations electronically, without the need for physical paper-based submissions. This system
allows taxpayers to file their tax information through secure online portals provided by tax
authorities. Electronic filing systems can simplify tax reporting procedures, minimize errors, and
expedite the processing of tax returns, potentially leading to enhanced voluntary tax compliance
due to increased convenience and accuracy (Gotora & Mokaya 2018).

2.2.4 Electronic Fiscal Device Management System

Demessew (2020) indicated that an electronic fiscal device management system in the tax
system is a mechanism used by tax authorities to monitor and manage electronic fiscal devices,
such as electronic cash registers or point-of-sale systems, used by businesses to record and
report their sales transactions in real-time. The EFDM system ensures the integrity of
transaction data, prevents tax evasion through unrecorded sales, and enhances transparency
in business transactions. By enabling real-time monitoring of sales data, the electronic fiscal
device management system can contribute to higher tax compliance rates by reducing
opportunities for tax evasion and providing a reliable audit trail (Augustine 2020).

2.2.5 Voluntary Tax Compliance

According to Otusanya, Adeyeye & Ovienbor (2019) voluntary tax compliance refers to the
proactive and cooperative behavior of taxpayers in fulfilling their tax obligations without the
necessity of strong enforcement measures or penalties. It signifies the extent to which taxpayers
willingly and promptly pay their taxes, provide accurate income reporting, and abide by tax
regulations in a spirit of cooperation. A high level of voluntary tax compliance reflects a positive
taxpayer-government relationship and contributes to effective revenue collection and

sustainable economic development (lbrahim & Ahmad 2017).



2.3 Theoretical Literature Review

2.3.1 The Theory of Planned Behaviour

The Theory of Planned Behavior (TPB) was proposed by Icek Ajzen in 1985 as an extension of
his earlier work, the Theory of Reasoned Action. The theory seeks to explain and predict human
behavior in specific contexts by considering the role of individuals' attitudes, subjective norms,
and perceived behavioral control. TPB has been widely used in various fields, including social
psychology, consumer behavior, health psychology, and, notably, tax compliance research.

In this study examining the influence of online payment systems, electronic filing systems, and
electronic fiscal device management systems on voluntary tax compliance in Tanzania's
Manyara Tax Region, the Theory of Planned Behavior (TPB) provides a valuable framework to
explore the underlying factors impacting taxpayers' intentions to comply voluntarily. The study
investigated three main variables within the context of TPB. Firstly, taxpayers' attitudes towards
tax compliance was assessed, considering their beliefs about the benefits and drawbacks of
using these modern tax systems. If taxpayers perceive OPS, EFS, and EFDMS as convenient,
secure, and advantageous for both themselves and the nation's development, which lead to
more positive attitudes towards compliance, subsequently increasing their intention to comply
voluntarily (Adeyeye, Otusanya & Arowomole 2016). Secondly, subjective norms was examined
to understand the perceived social pressure and expectations surrounding tax compliance using
these systems. By exploring normative beliefs and the motivation to comply with significant
others' expectations, such as family, friends, colleagues, and society, the study aims to uncover
how social influences impact taxpayers' intentions to comply voluntarily.

The third variable under scrutiny is perceived behavioral control over tax compliance. This
aspect relates to taxpayers' perception of how much control they have in complying with taxes
using the specified systems. Factors like the ease of use of online payment systems, electronic

filing systems, and electronic fiscal device management systems, as well as the clarity of tax
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regulations, influence taxpayers' perceived behavioral control (Daniel & Pablo 2013). If
taxpayers perceive these systems as user-friendly and the tax procedures as straightforward
and manageable, it is likely to positively influence their intention to comply voluntarily. By
investigating these variables through the lens of the Theory of Planned Behavior, this study
aimed to shed light on how the implementation and effectiveness of these modern tax systems
in Tanzania's Manyara Tax Region shapes taxpayers' intentions to comply voluntarily, providing
valuable insights to policymakers and tax authorities for enhancing tax compliance rates and
overall revenue collection in the region.

2.3.2 Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) is a widely used framework for technology adoption.
Initially proposed by Fred Davis in 1986 and refined in 1989, TAM focuses on two key variables:
Perceived Usefulness (PU) and Perceived Ease of Use (PEOU). For PU, taxpayers' beliefs
about the benefits of online payment systems, electronic filing, and fiscal device management
influence their intention to adopt these technologies voluntarily. If taxpayers see them as
convenient and efficient for tax tasks, they develop a positive attitude. As for PEOU, taxpayers'
beliefs about simplicity impact adoption. If users find these systems easy to navigate without
technical knowledge, they are more likely to embrace them, reducing challenges.

Literature evidence supports the application of the Technology Acceptance Model (TAM) in
understanding technology adoption in the context of tax compliance and e-government services.
For instance, a study by Al-Somali et al. (2009) investigated the acceptance of e-government
services in Oman and found that perceived usefulness and perceived ease of use significantly
influenced citizens' intention to adopt e-government systems. Similarly, in a study by Uslaner
and Hinds (2007) on the adoption of online tax filing systems, the researchers found that
taxpayers' perceptions of the usefulness and ease of use of the electronic filing systems played

a crucial role in determining their intention to adopt and use the technology for tax compliance.
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Furthermore, research by Al-Gahtani (2011) explored the factors influencing taxpayers'
adoption of online tax payment systems in Saudi Arabia. The findings supported the applicability
of the Technology Acceptance Model, indicating that perceived usefulness and perceived ease
of use significantly influenced taxpayers' intentions to adopt and use the online payment system
for tax compliance. Similarly, a study by Mbaiwa and Tapswa (2019) in Botswana revealed that
taxpayers' perceptions of the usefulness and ease of use of electronic fiscal devices influenced
their intention to comply with tax regulations voluntarily.

These studies collectively demonstrate the relevance and effectiveness of the Technology
Acceptance Model in understanding taxpayers' adoption of technology-based tax systems. By
exploring perceived usefulness and perceived ease of use, the TAM offers valuable insights into
individuals' attitudes and intentions towards voluntarily adopting modern tax systems, such as
online payment systems, electronic filing systems, and electronic fiscal device management
systems in Tanzania's Manyara Tax Region. The application of TAM in this study provides
crucial information for policymakers and tax authorities to design and implement user-friendly
tax systems, ultimately enhancing voluntary tax compliance in the region.

2.4 Empirical Literature Review

2.4.1 Influence of Online Payment System on Voluntary Tax Compliance

Chindengwike (2022) sought to examine the influence of electronic tax administration system
on taxpayers’ voluntary compliance in Tanzania. To attain this objective qualitative and
quantitative research approaches were used whereby survey research design techniques of
data compilation method were used. Both primary data and secondary data were involved in
the form of interviews, document reviews and survey. Systematic and unsystematic random
sampling and purposive sampling was used as sampling procedures in the study. The findings
of the study showed that there is influence of electronic tax administration system on taxpayers’

voluntary compliance; Indicating the presence of the good electronic tax administration improve
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taxpayers' voluntary compliance while absence electronic tax administration system led to
taxpayers’ poor voluntary tax compliance .The study recommended that the cost of electronic
devices to be barred by tax authorities and the outsourced companies undertaking the devices’,
repair and maintenance should offer affordable rates to SMEs taxpayers.

Wambongo (2019) aimed examine the influence of online tax filing on tax compliance among
small and medium enterprises in Nairobi Central Business District. Data analysis was done by
use of descriptive statistics and inferential statistics using Standard statistical techniques
including Pearson correlation coefficient and regression analysis employed in the analysis. All
the analysis done using the statistical package for social sciences (SPSS Version.24). The study
found that computer literacy levels, online tax system stability, perceived opportunity security
risks and availability of security risks have significantly influences tax compliance. The study
recommends that computer literacy levels should be emphasized by KRA in order to improve
on tax compliance levels. This was due to high levels of significant between computer literacy
levels and tax compliance levels. The study recommends further that examination on the factors
that affects tax compliance levels.

Naape (2022) examined South African taxpayers' perceptions towards e-filing and its impact on
tax compliance. Data from approximately 151 South African taxpayers were collected using self-
structured questionnaires, and binary logistic regression was employed for analysis. The
findings reveal that online tax registration and auto-assessment exhibit a negative relationship
with tax compliance in South Africa. Conversely, online payment methods, the difficulty in tax
evasion, and higher educational attainment demonstrate a positive association with tax
compliance. Moreover, the extent to which the e-filing system encourages taxpayers to become
compliant is positively and significantly related to tax compliance. The study suggests that the
development of e-filing has a positive impact on taxpayers' perceptions in South Africa,

effectively increasing voluntary tax compliance. To fully harness the benefits of e-filing, it is
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crucial to ensure that taxpayers have access to the necessary technology and knowledge for its
effective utilization.

Night & Bananuka (2020) investigated the mediating role of adoption of an electronic tax system
in the relationship between attitude towards electronic tax system and tax compliance, focusing
on small business enterprises (SBEs) in an African developing economy. Utilizing a quantitative
research approach with close-ended questionnaires, the study collected data from 214 SBE
managers. The research design was cross-sectional and correlational, and data analysis was
conducted using SPSS v22 and MedGraph program (Excel version). The findings indicate that
adoption of electronic tax system serves as a partial mediator in the association between
attitude towards electronic tax system and tax compliance. Additionally, the study reveals
significant associations between adoption of electronic tax system, attitude towards electronic
tax system, and tax compliance.

2.4.2 Influence of Electronic Filing System on Voluntary Tax Compliance

Ahmed (2019) conducted a study to examine the impact of an electronic filing system on tax
compliance in Sudan. Analyzing survey data from 200 taxpayers who utilized the electronic filing
system, the study revealed a positive correlation between the adoption of the electronic filing
system and tax compliance. The results imply that the electronic filing system serves as an
effective tool for enhancing tax compliance in Sudan, suggesting the potential benefits of
incorporating technology-driven solutions in tax administration to improve compliance outcomes
in the country.

Tsamenyi, Scherrer & Anes (2016) evaluated the impact of introducing an electronic tax filing
(e-filing) system on tax compliance and revenue collection in Cameroon. The research involved
a randomized control trial in Cameroon, where some firms adopted the e-filing system while
others continued using the manual filing method. The study's findings indicated that the

introduction of e-filing resulted in increased levels of tax compliance and revenue collection.
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These positive results were consistent across various model specifications, suggesting that the
implementation of e-filing systems can significantly enhance tax administration in developing
countries.

Tsai and Chang (2017) conducted a study to investigate the effects of an electronic filing system
on tax evasion and tax revenue in Taiwan. Through the analysis of panel data spanning from
2000 to 2013, the study revealed that the adoption of the electronic filing system had a favorable
impact on tax evasion, showing a negative correlation, and a positive impact on tax revenue.
These findings indicate that implementing an electronic filing system can effectively mitigate tax
evasion and lead to an increase in tax revenue in Taiwan. The study underscores the potential
benefits of adopting technology-driven tax systems in enhancing tax compliance and revenue
collection for the country.

Gotora & Mokaya (2018) investigated the influence of taxpayer education on voluntary tax
compliance in Tanzania, with a focus on Monduli district office. As tax payer education programs
have become instrumental in enhancing service delivery to taxpayers, their impact on voluntary
tax compliance is of paramount importance. The target population consisted of TRA employees
and taxpayers at Monduli District, totaling 1997 individuals. Data were collected through
interviews and questionnaires from a sample of 60 respondents and analyzed using descriptive
statistics. The study revealed that education through print media, website-based taxpayer
education, and tax stakeholders' workshops significantly affected the level of voluntary tax
compliance in Tanzania, with print and electronic media programs demonstrating considerable
improvements in compliance rates.

Saeed et al., (2020) delved into the prevalent global debate surrounding tax compliance, with a
particular focus on Small and Medium Enterprises (SMEs) in the premises of Bahawalpur
division, Pakistan. The study proposes a reliable solution for addressing the interstitial gaps

between tax authorities and taxpayers' compliance behavior. It expands on the Fisher model of
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compliance (1992) by introducing new variables, including Power of authority, Tax audit, and
Electronic filing. The data is analyzed using SPSS through correlation and regression tests,
establishing positive correlations and causations among the variables. The Ordinary Least
Square (OLS) analysis validates the role of attitude and perception as moderators in the overall
relationship. The results indicate that the Power of authority directly influences compliance
behavior, while the other two variables indirectly affect the relationship through the moderator,
fostering voluntary taxpayer behavior.

2.4.3 Influence of Electronic Fiscal Device Management System on Voluntary Tax
Compliance

Tetteh and Ofosu-Dwamena (2019) conducted a study providing additional evidence on the
effectiveness of electronic fiscal devices (EFDs) in enhancing tax compliance and revenue
collection in Ghana. The study focused on the impact of EFD usage on value-added tax (VAT)
revenue in Ghana, utilizing data from the period 2013 to 2017. The findings shed light on the
potential of EFDs to improve revenue collection in the country, as the study revealed a positive
effect of EFD adoption on VAT revenue. This highlights the significance of EFDs as a tool to
enhance tax compliance and revenue collection in Ghana, offering valuable insights into the
benefits of utilizing technology in tax administration to improve overall tax compliance outcomes
and revenue generation.

Okeke and Nwoha (2018) conducted a study to examine the impact of electronic fiscal devices
(EFDs) on value-added tax (VAT) compliance in Nigeria. Analyzing survey data from 200
businesses, the study revealed that the adoption of EFDs had a positive influence on VAT
compliance. The findings suggest that businesses using EFDs demonstrated higher levels of
compliance with VAT regulations compared to those without such devices. Consequently, the

study concludes that EFDs can be effective tools for enhancing VAT compliance and revenue
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collection in Nigeria, highlighting the potential benefits of leveraging technology in tax
administration to improve tax compliance outcomes for businesses in the country.

Casey and Castro (2019) conducted an empirical study to assess the impact of electronic fiscal
devices (EFDs) on taxpayer compliance and administrative efficiency, particularly in addressing
noncompliance related to sales and value-added tax (VAT). The study found that while EFDs
were widely adopted by various administrations, their effectiveness in improving tax compliance
relied on their integration into a comprehensive compliance improvement strategy. The research
highlighted the need to accurately identify risks for different taxpayer segments and implement
measures to mitigate those risks alongside EFD deployment. Despite the significant costs
incurred by tax authorities and taxpayers in implementing EFDs, the study emphasized that
EFDs alone were not sufficient to achieve substantial revenue gains or sustainable compliance
enhancements. To maximize the impact of EFDs, they should be viewed as part of a broader
approach to tax compliance improvement, encompassing various measures and strategies
tailored to specific taxpayer segments.

Magese & Chindengwike (2021) examined the perceptions on usage of electronic fiscal devices
among small business owners in Tanzania. The study adopted cross-sectional survey research
design whereby primary and secondary data were used. The population applied on the 152
small business owners (small restaurants owners). The sample size of the study was 110 small
restaurants owners. Dodoma City was purposively sampled to be used as a study area of this
research and random sampling procedure was used to pick small restaurants owners in
Dodoma City. Results revealed that EFDs usage in term of number of years among small
restaurants owners was positively and significantly influenced by perceived usefulness of EFDs
and perceived ease of use respectively; with P- Value of 0.0439. The study recommends that
the government is advised to resolve the dependence challenge of EFDs on electricity, to

develop sustained training and taking required measures for the learner restaurants to ensure
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that they observe rules and regulations mostly on the use of EFDs but not limited to tax
compliance only.

2.5 Research Gap

While the existing literature has indeed shed light on the critical role of tax compliance, it is
evident that a scarcity of local studies persists in this field, with limited research available, such
as Night & Bananuka (2020), Naape (2022), Gotora & Mokaya (2018), Wambongo (2019),
Saeed, Zubair & Khan (2020), Casey & Castro (2019), and Magese & Chindengwike (2021).
Notably, the specific area of tax systems' influence on voluntary tax compliance in Tanzania has
not received the adequate attention it deserves. This research gap presents a unique and
invaluable opportunity to examine the influence of tax systems on voluntary tax compliance,
with a particular focus on the Tanzania Revenue Authority - Manyara Tax Region. Addressing
this underexplored area undoubtedly made a significant contribution to the existing knowledge
and offer profound insights that can guide informed policy decisions and actions, ultimately
leading to the improvement of voluntary tax compliance in Tanzania.

2.6 Conceptual Framework

The conceptual framework visually represents the variables and their relationships in the study.
In accordance with Polit & Beck (2014) explanation, the independent variables, namely the
online payment system, electronic filing system, and electronic fiscal device management
system, remain constant and are not influenced by other variables. On the other hand, the
dependent variable, Voluntary tax compliance, is subject to change or influence by the
independent variables in the research. Figure 2.1 below illustrates the connections between
these components, providing a structured basis for investigating the impact of the mentioned

independent variables on voluntary tax compliance.
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Figure 2. 1 Conceptual Framework
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2.6.1 Conceptualization of Variables

The conceptualization of variables for this study involves three independent variables: the
Online Payment System (OPS), Electronic Filing System (EFS), and Electronic Fiscal Device
Management System (EFDMS). The OPS represents the presence and functionality of an
electronic platform allowing taxpayers to make tax payments securely online. The EFS refers to
the existence and implementation of an electronic filing system enabling taxpayers to submit
tax-related documents electronically through designated portals. The EFDMS denotes the
adoption of a system by tax authorities to monitor and manage electronic fiscal devices used by
businesses for real-time sales transaction recording and reporting. The dependent variable is

Voluntary Tax Compliance, measuring the level of willingness and cooperation exhibited by
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taxpayers in fulfilling their tax obligations without extensive enforcement measures or penalties.
Voluntary tax compliance is measured on a continuous scale, and the study aims to investigate
its relationship with the identified independent variables in the context of the Tanzanian tax

system.
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CHAPTER THREE

RESEARCH METHODOLOGY
3.1 Introduction
This section describes several stages and phases in which the investigation will be completed.
It included a plan for data collection, processing and analysis. This phase includes decisions on
how to conduct research and approach respondents, as well as when, where and how to
complete the research. In this section, the research therefore identifies the methods and
techniques employed in data collecting, processing and analysis.
3.2 Area of the Study
The chosen area of study for this research was the Tanzania Revenue Authority - Manyara Tax
Region, located in Tanzania mainland. The selection of this specific region was motivated by
several compelling reasons. Firstly, the area was familiar and easily accessible to the
researcher, which facilitated the collection of the necessary data. Additionally, the region's
proximity to the researcher's location ensured convenience and reduced logistical challenges
during the research process. Furthermore, the decision to focus on the Manyara Tax Region
was driven by the existing knowledge gap in the field of study. Despite the critical importance of
tax compliance for revenue generation and economic development, there was a dearth of
research specifically addressing the influence of tax systems on voluntary tax compliance in this
particular region, with a particular emphasis on SMEs. By targeting SMEs, this study aimed to
shed light on a sector that played a significant role in the regional economy but may have faced
unique challenges regarding tax compliance.
3.3 Research Design
This study employed a descriptive research design. According to Pallant (2015), descriptive
research is a quantitative research method that focuses on describing and analyzing the

characteristics of a population or phenomenon. In this design, data were collected from
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participants in the form of surveys, observations, or existing records, allowing researchers to
gain a comprehensive understanding of the variables under study. The descriptive approach
was well-suited for investigating the influence of tax systems on voluntary tax compliance in the
Tanzanian context, as it enabled researchers to examine the existing state of the variables,
explore patterns, and identify potential relationships.

3.4 Research Approach

This study employed a quantitative research approach. This approach, according to Cooper &
Schindler (2018), involved the systematic collection and analysis of numerical data to
investigate the relationships between variables and draw statistical inferences. By utilizing a
quantitative approach, the researcher aimed to measure and quantify the influence of tax
systems on voluntary tax compliance in a precise and objective manner. The study gathered
data through questionnaires, enabling the researcher to obtain quantifiable responses from a
representative sample of participants. Statistical methods such as correlation analysis and
regression analysis were used to explore the associations between the independent variables
(online payment system, electronic filing system, electronic fiscal device management system)
and the dependent variable (voluntary tax compliance). This quantitative research approach
provided valuable insights into the influence of tax systems on voluntary tax compliance in
Tanzania's Manyara Tax Region, allowing for evidence-based policy recommendations and
contributing to a deeper understanding of the topic.

3.5 Population, Sample, Sampling Techniques

3.5.1 Population and target population

According to Lyndon (2018), a population refers to a group of individuals, objects, or items from
which samples are taken for measurement. In the context of this study, the population comprises
Small and Medium-sized Enterprises (SMEs) operating within the confines of Manyara Tax

Region. Specifically, the study focused on micro-SMEs, as defined by Tanzania's SME Policy
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(URT 2016), which involves businesses with capital of up to TZS 5,000,000/- and employing
between 1 and 4 individuals. The Manyara Tax Region is home to a total of 95,000 registered

SMEs, as reported by the Tanzania Revenue Authority (NBS, 2022).

3.5.3 Sample size

Sample size determination is a crucial aspect of organizational research, as it directly impacts
the research's quality and accuracy. For this study, ensuring an appropriate and adequate
sample size is essential. Therefore, a sample size of 398 respondents has been deemed
reasonable and affordable. The Yamane (1967) formula was employed to calculate the sample

size for this study, ensuring that the selected sample represents the broader population

accurately.
N 95000
n= =n=——"-——=398
1+N.e? 1+95000%0.052

Where: N = Populations; n = sample size; while e = recision level which is 5%

3.5.3 Sampling technique

In this study, the researcher employed simple random sampling, a probability sampling
technique. Simple random sampling was chosen for its various advantages, which included
minimizing bias in the results and enhancing the reliability and validity of the data collected
from respondents representing the population (Sedgwick 2014). By adopting this approach,
the study aimed to ensure that every micro SME (including SME owners, managers, and
marketing officers) operating within Manyara Tax Region had an equal opportunity to be
selected for participation in the study, thus guaranteeing that the sample was representative

and provided a fair representation of the broader population of micro SMEs in the region.
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3.6 Data Collection Methods

Both primary and secondary data were gathered for this study. Primary data were collected
through self-administered questionnaires distributed to selected sample respondents from
Manyara Tax Region. The questionnaire consisted of closed-ended statements, and
participants indicated their level of agreement or disagreement using a five-point Likert scale,
where 1=No Extent 2= Little Extent 3=Moderate Extent 4=Large Extent 5=Very Large Extent.
Additionally, secondary data, comprising published articles, research papers, and financial
reports, were reviewed and analyzed to complement the primary data, further enhancing the
reliability and validity of the study. This integration of secondary data with primary data provided
a comprehensive understanding of the research topic, bolstering the overall quality and
credibility of the research findings.

3.7 Pilot Study

A pilot study was conducted before the main research to test the feasibility, methodology, and
planned procedures (Patton 2015). It involved a small subset of participants, typically 5-10
individuals resembling the target population, to assess and refine the research instruments and
methodology. Questionnaires were administered to 10 respondents to assess their
effectiveness and gather feedback. Additionally, the feasibility of data collection procedures was
evaluated, and any logistical or practical challenges were identified. Insights gained from the
pilot study informed necessary adjustments and improvements to the research design, ensuring
a more robust and reliable main study. As noted by Bryman (2016), the pilot study was a crucial
preparatory phase that enhanced the validity and quality of the research findings.

3.8 Data Analysis

The data collected for this study were analyzed using both descriptive and inferential statistics
with the assistance of Statistical Package for Social Science (SPSS, Version 26.0). Descriptive

statistics were employed to analyze, present, and interpret the data. This analysis involved the
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use of frequency distribution tables and cross-tabulation to generate values between the
dependent and independent variables used in the study, providing a clear picture of their
individual characteristics and relationships.
Inferential statistics were utilized to demonstrate the relationships between variables in the study
through correlation and regression analysis. Correlation analysis helped determine the strength
and direction of associations between the independent variables (online payment system,
electronic filing system, electronic fiscal device management system) and the dependent
variable (voluntary tax compliance). Regression analysis, on the other hand, allowed the
assessment of the extent to which the independent variables influenced voluntary tax
compliance and the identification of any significant predictors. The regression model equation
can be formulated as follows:
Y =0 +B1X1 +B2X2 + B3X3 +¢
Where:

Y = Voluntary Tax Compliance

X1 = Online Payment System (OPS); X2 = Electronic Filing System (EFS); X3 =

Electronic Fiscal Device Management System (EFDMS).

B0, B1, B2, and B3 = regression coefficients

€ = error term.
3.9 Validity and Reliability of the Instrument
3.9.1 Validity of the Instrument
According to Thatcher (2018) validity refers to the degree to which a research study accurately
measures or assesses the concept or construct it intends to investigate. It ensures that the data
collected through measurement tools or instruments are meaningful and relevant to the
research objectives. A study is considered valid when its findings accurately reflect the

phenomenon being studied and are not influenced by bias or confounding factors. To measure
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the validity of the instruments used in the study, the Kaiser Meyer Olkin (KMO) method was
employed. The KMO test assesses the suitability of the data for factor analysis and helps
determine the extent to which the variables in the study are related to each other, providing
insights into the validity and appropriateness of the measurement tools used.

Table 3. 1 KMO and Bartlett's Test

KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .868
Bartlett's Test of Sphericity Approx. Chi-Square 795.562
Df 6
Sig. .000

Source: Field Data (2023).

Table 3.1 presents the results of the KMO and Bartlett's Test, which are essential for assessing
the suitability of data for factor analysis. The Kaiser-Meyer-Olkin (KMO) Measure of Sampling
Adequacy yielded a high value of .868, indicating that the data is well-suited for factor analysis.
This value suggests that the variables in the dataset are sufficiently interrelated for factor
analysis to be meaningful and valid. Furthermore, Bartlett's Test of Sphericity produced an
approximate Chi-Square value of 795.562 with 6 degrees of freedom, and a significance level
(Sig.) of .000. The low p-value (Sig.) less than 0.05 indicates that the correlation between
variables is significant, further supporting the appropriateness of conducting factor analysis on
the dataset. These results collectively confirm the adequacy of the data for factor analysis in the
study.

3.9.2 Reliability of the Instrument

According to Thatcher (2018) reliability refers to the consistency, stability, and repeatability of
measurements or data collected in a research study. It ensures that the measurement

instruments used yield consistent results when applied repeatedly under similar conditions. High
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reliability indicates that the measurement tools are dependable and produce consistent
outcomes, free from random errors or fluctuations. A reliable study can be replicated by other
researchers, and its findings are considered trustworthy and credible. In this study, the reliability
of the data was rigorously assessed to ensure the quality and accuracy of the research findings.
To test the reliability of the data and measure internal consistency, the Cronbach's alpha method
was employed. Cronbach's alpha is a widely used statistical measure that evaluates the extent
to which the items in a scale or instrument are consistent with one another, indicating the
reliability of the data obtained from the survey. This method was utilized to ensure that the data
collected were reliable and internally consistent, contributing to the overall validity of the
research.

Table 3. 2 Reliability Statistics

Reliability Statistics

Cronbach's Alpha N of ltems

829 30

Source: Field Data (2023).

Table 3.3 displays the results of the reliability analysis, specifically Cronbach's Alpha. The
analysis yielded a high Cronbach's Alpha value of .829, indicating a strong internal consistency
among the items in the scale or instrument used in the study. This high Cronbach's Alpha value
suggests that the data collected from the survey exhibited a high level of reliability,
demonstrating that the items within the scale were consistently measuring the same construct.
The results affirm the trustworthiness and internal consistency of the data used in the research,

enhancing the overall quality and credibility of the findings.
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3.10 Ethical Considerations

This research study adhered to strict ethical considerations to protect participants' rights and
confidentiality. Permission was sought by acquiring an introduction letter from the Institute of
Accountancy Arusha and obtaining explicit consent from the management of TRA — Manyara
Tax region. Respondents were required to provide informed consent through a written consent
form before participating in the study. To ensure confidentiality, personal data was securely
stored, and participants were assigned unique identifiers to maintain anonymity. Data was
reported in a manner that did not reveal individual identities, and participants were reminded of
the importance of confidentiality. This comprehensive approach upheld ethical standards

throughout the research process.
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CHAPTER FOUR

FINDINGS AND DISCUSSION
4.1 Introduction
This study sought to examine the influence of tax systems on voluntary tax compliance in
Tanzania using Tanzania Revenue Authority - Manyara Tax Region as case study. This chapter
is the heart of the research because the data collected has to be analysed, interpreted in order
to find out whether the objectives of the study have been met. In addition, a thorough discussion
is required of the findings in relation to literature review done in chapter 2. The aim of the chapter
is to present and explain data.
4.2 Response Rate
In this study, out of the initially distributed 398 questionnaires, a total of 318 were successfully
returned and deemed suitable for analysis, indicating a commendable response rate of 80.4%.
This level of engagement from the surveyed participants has not only ensured a robust dataset
but also underscores the significant commitment and participation of the respondents in
contributing to the study's objectives.
4.3 Demographic Information
This section provides a snapshot of the respondents' characteristics, encompassing gender,
age distribution, education level, length of taxpayer tenure, and tax knowledge and awareness.
Analyzing these demographic dimensions is essential in unraveling the multifaceted factors that
influence tax compliance behavior.
4.3.1 Gender of the Respondents
In Figure 4.1, the gender distribution among respondents reveals a nearly equal split, with
50.3% males and 49.7% females participating in the study. This balanced representation not
only highlights gender parity but also signifies the study's potential to capture a diverse range

of perspectives. The slight male majority, while minimal, indicates the importance of exploring
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gender-related influences on tax compliance comprehensively. The equitable distribution of
males and females in the sample implies that the study is well-poised to delve into the
multifaceted dynamics of how gender can impact voluntary tax compliance, offering a nuanced
understanding of this critical aspect of tax behavior.

Figure 4. 1 Gender

Gender

Female
50%

H Male

= Female

Source: Field Data (2023).

4.3.2 Age Distribution

Figure 4.2, illustrating the age distribution of respondents, presents a remarkably diverse
demographic landscape. Within this dataset, age groups are well-represented, with 30.8%
falling in the 26-35 category, closely followed by 30.2% in the 36-45 age range. Meanwhile,
27.7% of respondents are above 45 years, and 11.3% belong to the 18-25 age bracket. This

rich age diversity sets the stage for a comprehensive exploration of tax compliance behaviors
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and attitudes across different life stages, highlighting the intricate interplay of age-related factors

on voluntary tax compliance.

Figure 4. 2 Age Distribution
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Source: Field Data (2023).

4.3.3 Education Level

In Figure 4.3, the distribution of respondents based on their education levels is as follows: 47
(14.8%) with primary education, 87 (27.4%) with secondary education, 125 (39.3%) with college
education, and 59 (18.6%) with tertiary education. This diverse representation across
educational backgrounds is noteworthy, with college education emerging as the most prevalent
category. This diversity is significant because it sets the stage for a comprehensive analysis of

how education levels may influence tax compliance. With a majority of respondents holding
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college degrees, this group's insights are particularly valuable for understanding the impact of
higher education on tax compliance behavior.

Figure 4. 3 Education Level
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Source: Field Data (2023).

4.3.4 Length of Taxpayer Tenure

In Figure 4.4, the distribution of taxpayer tenure is shown, with 25.8% having less than 5 years
of experience, 46.2% falling within the 5-10 years range, and 28.0% having above 10 years of
taxpayer experience. This diversity in the lengths of taxpayer tenure among the respondents
indicates a broad spectrum of experience within the tax system, offering a strong foundation for
a comprehensive exploration of how the duration of taxpayer experience may influence

voluntary tax compliance behaviors at various stages of taxpayer tenure.
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Figure 4. 4 Length of Taxpayer Tenure
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4.3.5 Tax Knowledge and Awareness

In Figure 4.5, a comprehensive view of respondents' tax knowledge and awareness levels is
presented, revealing a diverse landscape of tax-related expertise. The data indicates that 17.3%
of respondents are highly knowledgeable, 29.9% are moderately knowledgeable, and a
substantial 52.8% possess limited knowledge of tax matters. This composition underscores the
pressing need for bolstered tax education and awareness initiatives to bridge the knowledge
gap among the majority of respondents. Simultaneously, the study's inclusion of individuals with
varying levels of tax knowledge positions it to conduct an in-depth examination of how these

knowledge disparities influence tax compliance behavior.
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Figure 4. 5 Tax Knowledge and Awareness
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4.4 Presentation of Findings

In order to fulfill the study's objectives, respondents were strongly encouraged to provide their
responses to the questionnaire in an objective manner. The researcher employed a five-point
Likert scale, and the analysis of this scale was carried out by calculating mean values and
standard deviation. The standard deviation (SD) was employed as an indicator of the dispersion
of the data. A standard deviation of less than or equal to 1 indicated that the data points were
closely clustered around the mean, while a standard deviation greater than 1 signified a higher
degree of data dispersion. Table 4.1 below presents the mean values along with their

interpretations.
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Table 4. 1 Interpretation of Mean

Mean Value Interpretation Weight
1-1.4 No Extent 1
1.5-24 Little Extent 2
25-34 Moderate Extent 3
35-44 Large Extent 4
45-5.0 Very Large Extent 5

Source: Researcher (2023).

4.4.1 Influence of Online Payment System on Voluntary Tax Compliance

The first objective intended to evaluate the influence of online payment system on voluntary tax
compliance. Statements were provided to respondents and they were asked to say to what
extent they agree with those statement. The statement provided to respondents and the findings
are presented in the table 4.3:

Table 4. 2 Influence of Online Payment System on Voluntary Tax Compliance

Influence of Online Payment System on Voluntary Tax | Mean Std.
Compliance Deviation
The online payment system makes it easier for me to pay my

4.4 0.8
taxes on time.
| am more likely to use the online payment system to pay my

3.3 14
taxes compared to traditional payment methods.
The online payment system provides a secure and reliable

3.6 1.4
platform for tax payments.
Using the online payment system encourages me to be more

4.4 0.7
compliant with tax obligations.
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[ find the online payment system convenient and user-friendly

3.4 0.7
for tax payments.
The online payment system helps me avoid delays and

4.4 0.8
penalties in tax remittances.
| trust the online payment system to handle my tax

3.3 14
transactions accurately and efficiently.
The online payment system motivates me to be proactive in

3.6 1.4
meeting my tax deadlines.
| am satisfied with the services provided by the online payment

3.6 1.2
system for tax payments.
The online payment system positively influences my overall

3.0 1.3
attitude towards tax compliance.
COMPOSITE MEAN 3.7

Source: Field Data (2023).

The study found that the online payment system has a pronounced impact on facilitating timely
tax payments, as revealed by a high mean of 4.4 and a standard deviation of 0.8. This large
extent of influence, as shown in the findings, implies that the system significantly simplifies the
process of paying taxes on time, potentially reducing delays and penalties associated with late
tax remittances. Findings also indicated that respondents are more inclined to use the online
payment system over traditional methods for tax payments to a moderate extent, with a mean
of 3.3 and a standard deviation of 1.4. This suggests that while the online system holds appeal
for a substantial portion of taxpayers, there remains a moderate preference for traditional
methods. These findings emphasize the need for further exploration to identify and address

concerns or barriers to electronic adoption and enhance its appeal.
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The research showed that the online payment system provides a secure and reliable platform
for tax payments to a large extent (Mean = 3.6, SD 1.4). This signifies the level of trust and
reliability associated with the system, although there may be room for further enhancement, as
highlighted in the findings. Furthermore, the utilization of the online payment system significantly
encourages respondents to be more compliant with their tax obligations, as reflected by a large
extent (Mean =4.4, SD 0.7). These findings underscore the motivational potential of the system
in prompting taxpayers to fulfill their tax obligations more readily.

Respondents find the online payment system convenient and user-friendly for tax payments,
with a mean of 3.4 and a standard deviation of 0.7. This user-friendly aspect, as demonstrated
in the study, contributes to a positive user experience and holds the potential to attract more
taxpayers to use the system, as highlighted in the research. The study also revealed that the
online payment system significantly aids respondents in avoiding delays and penalties in tax
remittances, with a mean of 4.4 and a standard deviation of 0.8. These findings emphasize the
substantial positive influence the system has in promoting timely compliance, as shown in the
research.

Trust in the online payment system to handle tax transactions accurately and efficiently is rated
to a moderate extent, with a mean of 3.3 and a standard deviation of 1.4. This indicates a level
of confidence in the system's capabilities, as highlighted in the research, while also suggesting
potential areas for improvement. The system motivates respondents to be proactive in meeting
their tax deadlines to a moderate extent, as revealed in the research, with a mean of 3.6 and a
standard deviation of 1.4, underscoring its potential to encourage timely compliance.
Regarding satisfaction with the services provided by the online payment system for tax
payments, respondents expressed a moderate level of satisfaction, with a mean of 3.6 and a
standard deviation of 1.2, as shown in the research, indicating generally positive feedback

regarding the system's performance. The online payment system positively influences
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respondents' overall attitude towards tax compliance to a moderate extent, as demonstrated in
the research, with a mean of 3.0 and a standard deviation of 1.3, highlighting its potential to
foster more positive attitudes toward tax compliance.

The composite mean of 3.7 suggests that, to a large extent, the Online Payment System has a
moderate extent of positive influence on taxpayers' voluntary tax compliance, as demonstrated
in the research, implying that the system plays a significant role in enhancing the tax collection
process, with opportunities for further improvements to maximize its impact.

4.4.2 Influence of Electronic Filling System on Voluntary Tax Compliance

The second objective intended to determine the influence of electronic filing system on voluntary
tax compliance. Statements were provided to respondents and they were asked to say to what
extent they agree with those statement. The statement provided to respondents and the findings
are presented in the table 4.3:

Table 4. 3 Influence of Electronic Filling System on Voluntary Tax Compliance

Influence of Electronic Filling System on Voluntary Tax | Mean Std.
Compliance Deviation
The electronic filing system simplifies the process of

3.5 1.1
submitting my tax returns.
| prefer using the electronic filing system over traditional

3.3 14
paper-based methods for tax submissions.
The electronic filing system helps me file my tax returns

3.5 1.2
accurately and without errors.
| find the electronic filing system easy to navigate and use for

3.9 0.9
tax submissions.
Using the electronic filing system encourages me to comply

3.7 1.2
with tax regulations promptly.
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The electronic filing system reduces the burden of tax filing

3.0 1.2
and reporting for me.
| trust the electronic filing system to securely handle my tax

3.6 1.4
information.
The electronic filing system reminds me to meet tax deadlines

3.7 1.1
and avoid non-compliance.
| am satisfied with the efficiency and effectiveness of the

3.8 0.6
electronic filing system for tax submissions.
COMPOSITE MEAN 3.55

Source: Field Data (2023).

The electronic filing system simplifies the process of submitting tax returns (Mean = 3.5, SD
1.1). This suggests that the system moderately simplifies and streamlines the tax return
submission process for users, potentially reducing errors and enhancing efficiency in
compliance efforts. A moderate extent of preference for using the electronic filing system over
traditional paper-based methods for tax submissions is evident (Mean = 3.3, SD 1.4). This
implies that while electronic filing has its appeal, there is a notable, albeit moderate, preference
for traditional methods, which may require further examination to identify and address concerns
or barriers to electronic adoption.

The system aids respondents in filing their tax returns accurately and without errors to a large
extent (Mean = 3.5, SD 1.2), emphasizing the potential for reducing inaccuracies in tax
submissions and contributing to a smoother compliance process. The study also indicates that
respondents find the electronic filing system easy to navigate and use for tax submissions
(Mean = 3.9, SD 0.9). This high rating implies a user-friendly interface and suggests that the
system offers a positive user experience, which can encourage more taxpayers to opt for

electronic filing.
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Using the electronic filing system encourages compliance with tax regulations promptly (Mean
= 3.7, SD 1.2), indicating a large extent of influence in promoting timely tax compliance. This
positive influence aligns with the system's potential to prompt taxpayers to meet their tax
obligations more readily. Also, the electronic filing system is seen to reduce the burden of tax
filing and reporting to a moderate extent (Mean = 3.0, SD 1.2). This suggests that while it offers
benefits, there may be room for improvement in minimizing the perceived burden associated
with tax filing. Moreover, trust in the system's ability to securely handle tax information is rated
as large extent (Mean = 3.6, SD 1.4), reflecting a level of confidence in data security but also
indicating potential areas for enhancement.

The system's reminders to meet tax deadlines and avoid non-compliance have a large extent
of influence (Mean = 3.7, SD 1.1). These reminders can positively impact taxpayers' adherence
to deadlines and overall compliance. Also, respondents’ express satisfaction with the efficiency
and effectiveness of the electronic filing system for tax submissions (Mean = 3.8, SD 0.6),
indicating high levels of contentment with the system's performance and functionality.

The composite mean of 3.55 suggests that, on a large extent, the Electronic Filing System has
a moderate extent of positive influence on taxpayers' voluntary tax compliance. This implies that
the system plays a substantial role in facilitating and promoting compliance but may have
opportunities for further enhancements to maximize its impact.

4.4.3 Influence of Electronic Fiscal Device Management System on Voluntary Tax
Compliance

The third objective intended to assess the influence of electronic fiscal device management
system on voluntary tax compliance. Statements were provided to respondents and they were
asked to say to what extent they agree with those statement. The statement provided to

respondents and the findings are as follow:
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Table 4. 4 Influence of Electronic Fiscal Device Management System on Voluntary Tax

Compliance
Influence of Electronic Fiscal Device Management System | Mean Std.
on Voluntary Tax Compliance Deviation
The use of electronic fiscal devices helps businesses record 42 05
sales transactions accurately and in real-time.
Businesses using electronic fiscal devices are more likely to 57 09
report their sales and income accurately for tax purposes.
The electronic fiscal device management system reduces 13 i3
opportunities for businesses to engage in tax evasion.
| trust that the electronic fiscal device management system 18 >
enhances transparency in business tax transactions.
The electronic fiscal device management system deters 25 >
businesses from engaging in unrecorded sales or tax fraud.
Businesses using electronic fiscal devices are more 19 0.9
cooperative with tax authorities during audits or inspections.
The electronic fiscal device management system positively 27 >
influences businesses to comply voluntarily with tax regulations.
The use of electronic fiscal devices ensures a reliable audit trail
for tax compliance purposes. 50 12
| am satisfied with the effectiveness of the electronic fiscal 16 ”
device management system in promoting tax compliance.
The electronic fiscal device management system improves my 27 1.1
perception of businesses' willingness to comply with tax laws.
COMPOSITE MEAN 3.54

Source: Field Data (2023).
The study found that the use of electronic fiscal devices significantly enhances the accuracy
and real-time recording of sales transactions, with a mean value of 4.2 and a standard deviation

of 0.6. This large extent of impact implies that the system is a powerful tool in improving the
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precision and timeliness of transaction records, which, in turn, can have a substantial positive
effect on tax compliance by reducing opportunities for evasion.

Findings revealed that businesses using electronic fiscal devices are more likely to report their
sales and income accurately for tax purposes to a moderate extent (Mean = 2.7, SD 0.9). This
suggests that while there is a level of influence in promoting accurate reporting, further
enhancements may be needed to realize the system's full potential. The study also
demonstrated that the electronic fiscal device management system reduces opportunities for
businesses to engage in tax evasion to a moderate extent (Mean = 3.3, SD 1.3), underscoring
its potential to contribute to the integrity of tax revenue and reduce the prevalence of evasion.
The findings shown indicate that the trust in the electronic fiscal device management system to
enhance transparency in business tax transactions is rated as a large extent (Mean = 3.8, SD
1.2), signifying its role in positively influencing perceptions of transparency and fostering
voluntary compliance. Additionally, the study revealed that the system deters businesses from
engaging in unrecorded sales or tax fraud to a modlargeerate extent (Mean = 3.5, SD 1.2),
emphasizing its influence in discouraging non-compliant behavior.

Majority of the respondents agreed that businesses using electronic fiscal devices are more
cooperative with tax authorities during audits or inspections, with a large extent of influence
(Mean = 3.9, SD 0.9). This finding highlights the system's efficacy in promoting cooperation and
transparency during tax-related assessments.

Findings also showed that the electronic fiscal device management system positively influences
businesses to comply voluntarily with tax regulations (Mean = 3.7, SD 1.2), indicating its
substantial role in encouraging voluntary compliance. While the use of electronic fiscal devices
ensures a reliable audit trail for tax compliance purposes, the rating is moderate (Mean = 3.0,

SD 1.2), suggesting room for potential improvements in audit trail reliability.
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Respondents expressed satisfaction with the effectiveness of the electronic fiscal device
management system in promoting tax compliance, with a mean value of 3.6 and a standard
deviation of 1.4, signifying its generally positive reception in enhancing compliance. The system
was also found to improve respondents' perceptions of businesses' willingness to comply with
tax laws to a large extent (Mean = 3.7, SD 1.1), highlighting its potential to positively influence
attitudes toward tax compliance.

The composite mean of 3.54 revealed that, to large extent, the Electronic Fiscal Device
Management System has a moderate extent of positive influence on businesses' voluntary tax
compliance, indicating that while the system has several positive impacts on tax compliance,
there may be opportunities for further enhancements to maximize its overall effectiveness.

4.5 Inferential Statistics

4.5.1 Correlation Analysis

In this study, correlation analysis serves as a valuable tool to explore the relationships between
different variables, shedding light on how the adoption of modern tax technologies, such as the
online payment system and electronic fiscal devices, is linked to voluntary tax compliance
among taxpayers and businesses. The results of the correlation analysis provide insights into
the strength and direction of these relationships, highlighting the potential impact of technology

on tax compliance behavior.
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Table 4. 5 Correlations

Correlations
= = ® =
(<5} = >
g i i .
a @
S o > &
e 5|8 5|8 8/ £ =
£ 28 2|8 33 %
o | w » | W o> &
Online Payment | Pearson Correlation 1
System Sig. (2-tailed)
N 320
Electronic Filling | Pearson Correlation 405™ 1
System Sig. (2-tailed) .000
N 320 320
Electronic Fiscal | Pearson Correlation 155" 665" 1
Device Sig. (2-tailed) 006 .000
N 320 320 320
Voluntary ~ Tax | Pearson Correlation .853 565 430 1
Compliance Sig. (2-tailed) .000 .000 .000
N 320 320 320 320
**_ Correlation is significant at the 0.01 level (2-tailed).

Source: Field Data (2023).

Findings showed that there is a strong positive correlation (Pearson Correlation = 0.853)
between the use of the online payment system and voluntary tax compliance. The correlation is
highly significant (Sig. < 0.001, two-tailed), indicating that as the use of the online payment
system increases, voluntary tax compliance also increases. This suggests that the online

payment system plays a pivotal role in promoting voluntary tax compliance among respondents.
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Similarly, correlation between the electronic filing system and voluntary tax compliance is also
positive, although it is slightly weaker than the online payment system (Pearson Correlation =
0.565). Nevertheless, it is still highly significant (Sig. < 0.001, two-tailed), demonstrating that as
the adoption of the electronic filing system increases, voluntary tax compliance tends to increase
as well.at as businesses employ electronic fiscal devices, their voluntary tax compliance also
tends to increase.

Furthermore, the study revealed a positive correlation between the use of electronic fiscal
devices and voluntary tax compliance (Pearson Correlation = 0.430), and this correlation is also
statistically significant (Sig. < 0.001, two-tailed). While the correlation is not as strong as the
online payment system or electronic filing system, it still suggests that the adoption of electronic
fiscal devices is associated with higher levels of voluntary tax compliance.

4.5.2 Test of Multicollinearity

Multicollinearity, in the context of this study, pertains to the interrelationship between
independent variables, specifically the Electronic Filing System, Online Payment System and
Electronic Fiscal Device, and how these relationships might affect the reliability of the model in
assessing their individual impacts on Voluntary Tax Compliance. It is crucial to understand the
degree of multicollinearity as it can influence the model's ability to distinguish the unique effects
of each independent variable, ultimately impacting the accuracy of the study's conclusions.

Table 4. 6 Model Summary

Coefficients?
Model Collinearity Statistics
Tolerance VIF
1 Online Payment System 813 1.230
Electronic Filling System 464 2.154
Electronic Fiscal Device 542 1.845

a. Dependent Variable: Voluntary Tax Compliance

Source: Field Data (2023).
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The assessment of collinearity among the independent variables in the model yielded
reassuring results. The tolerance values for each variable, including the Online Payment System
(0.813), Electronic Filing System (0.464), and Electronic Fiscal Device (0.542), all comfortably
exceeded the recommended threshold of 0.1, signifying that these variables are far from being
perfectly correlated. Additionally, the VIF values for the Online Payment System (1.230),
Electronic Filing System (2.154), and Electronic Fiscal Device (1.845) were all below the
suggested threshold of 5, indicating that they don't exhibit high multicollinearity. These findings
affirm that each independent variable makes a distinct and independent contribution to the
prediction of Voluntary Tax Compliance. Consequently, there are no concerns regarding
multicollinearity in this model, ensuring the reliability of the regression results.

4.5.3 Regression Analysis

The regression analysis was conducted on the voluntary tax compliance with the predictors
being electronic filing system, online payment system and electronic fiscal device. The findings
are presented hereunder:

Table 4. 7 Model Summary

Model Summary

Model R R Square Adjusted R | Std. Error of the
Square Estimate
1 .906° 821 819 2.19070

a. Predictors: (Constant), Electronic Filing System, Online Payment System, Electronic

Fiscal Device

Source: Field Data (2023).
The model summary provides valuable insights into the goodness of fit and predictive
performance of the regression model. In this context, the model exhibits a strong relationship

between the independent variables (Electronic Filing System, Online Payment System,
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Electronic Fiscal Device) and the dependent variable (Voluntary Tax Compliance). The R-
squared value, which stands at 0.821, indicates that approximately 82.1% of the variability in
voluntary tax compliance is explained by the combination of these predictor variables. Moreover,
the adjusted R-squared value, which accounts for the number of predictors in the model,
remains high at 0.819, emphasizing the robustness of the model's explanatory power. The
standard error of the estimate, denoted as 2.19070, represents the typical error in predicting
voluntary tax compliance, and its relatively low value suggests that the model's predictions are
fairly accurate. These statistics collectively demonstrate that the model is effective in explaining
and predicting variations in voluntary tax compliance, underscoring its reliability and suitability
for this analytical context.

Table 4. 8 ANOVA

ANOVAa
Model Sum of | df Mean F Sig.
Squares Square
1 | Regression 6948.954 3 2316.318 482.651 .0000
Residual 1516.534 316 4.799
Total 8465.488 319

a. Dependent Variable: Voluntary Tax Compliance

b. Predictors: (Constant), Electronic Filing System, Online Payment System, Electronic

Fiscal Device

Source: Field Data (2023).

The ANOVA table presents crucial information regarding the regression model's statistical
significance. The model demonstrates a high F-statistic of 482.651, with a corresponding p-
value of .000. This low p-value indicates that the model is statistically significant. In the context

of the study, it suggests that the combination of the predictor variables (Electronic Filing System,
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Online Payment System, Electronic Fiscal Device) significantly explains the variance in
Voluntary Tax Compliance. The regression model effectively accounts for the relationship
between the predictors and the dependent variable, underscoring its predictive power and
statistical significance in assessing the impact of these factors on voluntary tax compliance in
the study.

Table 4. 9 Coefficients

Coefficients?

Model Unstandardized Standardized | t Sig.
Coefficients Coefficients
B Std. Error Beta
1| (Constant) 1.242 | 759 1.859 | .000
Online Payment System 71 019 781 2.577 | .000
Electronic Filing System 159 | .026 078 2.243 | .026
Electronic Fiscal Device 262 | .033 257 7.950 | .000

a. Dependent Variable: Voluntary Tax Compliance

Source: Field Data (2023).

The regression equation based on the coefficients provided in the table above was:

Y =1.242 + 0.571X4 + 0.159X; +0.262X3 + €

The constant (Constant) has a coefficient of 1.242 and it is statistically significant (p = 0.000).
This indicates that the constant represents the intercept of the regression equation. The
coefficient for Online Payment System is 0.571 and is statistically significant (p = 0.000),
suggesting that an increase in the use of the online payment system is associated with a
significant positive effect on Voluntary Tax Compliance. Also, coefficient for Electronic Filing
System is 0.159 and is statistically significant (p = 0.026), indicating that an increase in the use

of the electronic filing system has a significant but relatively smaller positive effect on Voluntary
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Tax Compliance. Besides, the coefficient for Electronic Fiscal Device is 0.262 and is highly
statistically significant (p = 0.000), demonstrating that an increase in the use of electronic fiscal
devices is associated with a substantial positive effect on Voluntary Tax Compliance.

These findings imply that, while all three independent variables positively contribute to voluntary
tax compliance, the use of electronic fiscal devices exhibits the most substantial and statistically
significant impact, followed by the online payment system, and then the electronic filing system.

Table 4. 10 Hypotheses

Hypotheses Sig. Decision

HO+: Online payment system has no influence on voluntary | 0.000 REJECTED

tax compliance.

HO2: Electronic filing system has no influence on voluntary | 0.026 REJECTED

tax compliance.

HOs3: Electronic fiscal device management system has no | 0.000 REJECTED

influence on voluntary tax compliance.

Source: Field Data (2023).

Based on the significance levels, the study's findings suggest that all three hypotheses, which
originally proposed no influence, were rejected. The evidence indicates that the Online Payment
System, Electronic Filing System, and Electronic Fiscal Device Management System do indeed
have a significant influence on voluntary tax compliance in this context.

4.6 Discussion of Findings

4.6.1 Influence of Online Payment System on Voluntary Tax Compliance

The study's findings emphasize the transformative potential of the online payment system within
TRA Manyara. The significant streamlining effect it has on the tax payment process not only
enhances convenience but also encourages timely payments while effectively reducing

instances of delays and associated penalties. These outcomes underscore the online payment
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system's appeal as a key driver in modernizing tax remittances. As Naape (2022) has
highlighted, the use of online payment methods, coupled with the challenge it poses to tax
evasion, aligns with a positive association with tax compliance. Moreover, the study
underscores those individuals with higher educational attainment tend to exhibit a stronger
inclination towards compliance. Hence, these insights offer TRA Manyara a compelling pathway
to further leverage technology, foster tax knowledge and awareness, and enhance educational
initiatives as strategic measures to promote voluntary tax compliance.

The study findings illuminate the pivotal role of online payment systems within TRA Manyara,
not only as a practical and convenient avenue for tax payments but as a catalyst for engendering
trust among taxpayers in the system's security and reliability. This trust, in turn, instills a sense
of commitment to meeting tax obligations voluntarily. As corroborated by Chindengwike (2022),
the influence of an electronic tax administration system on taxpayers' voluntary compliance
becomes all the more apparent. Thus, TRA Manyara has an opportunity to capitalize on the
demonstrated trust and efficiency of online payment platforms to further enhance taxpayer
compliance, while concurrently investing in and optimizing electronic tax administration systems
for an even more effective and streamlined tax ecosystem.

The study indicated that users perceive them not only as convenient but also remarkably user-
friendly, effectively elevating the overall tax payment experience and broadening the system's
user base. This user-friendliness inspires proactive behavior in taxpayers, encouraging them to
meet tax deadlines promptly. Aligning with the Technology Acceptance Model, the findings
reveal that perceived usefulness and perceived ease of use significantly influence taxpayers'
intentions to adopt and utilize the online payment system for tax compliance. In line with Night
& Bananuka's (2020) insights, the adoption of an electronic tax system emerges as a valuable
intermediary factor in the relationship between taxpayers' attitudes toward the electronic tax

system and their compliance with tax obligations. Therefore, these findings underscore the
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opportunity for TRA Manyara to continue enhancing the user-friendliness and functionality of
online payment systems, thereby further promoting their adoption and ultimately fostering higher
levels of voluntary tax compliance among taxpayers.

Findings conveyed a high level of satisfaction among users of the online payment system for
tax payments, underlining its effectiveness in streamlining the tax payment process. This
heightened satisfaction had a positive impact on the overall attitude of the respondents toward
tax compliance, further solidifying the online payment system's crucial role in nurturing voluntary
tax compliance. In alignment with Wambongo's (2019) research, various factors such as
computer literacy levels, the stability of the online tax system, perceived opportunity security
risks, and the availability of security measures were identified as significant influencers of tax
compliance. Therefore, these findings present an opportunity for TRA Manyara to not only
sustain and enhance the quality of their online payment services but also to provide targeted
educational initiatives, ensuring taxpayers are equipped to navigate the system securely and
confidently. This approach can effectively boost compliance rates and foster a more positive tax
compliance environment.

4.6.2 Influence of Electronic Filling System on Voluntary Tax Compliance

Findings demonstrated that the electronic filing system significantly streamline the process of
tax return submission. This streamlining results in increased efficiency and effectiveness in
taxpayers' compliance efforts. These findings resonate with Ahmed's (2019) research, which
highlights the electronic filing system as an effective tool for enhancing tax compliance. As such,
TRA Manyara can leverage these insights to further promote the adoption and utilization of
electronic filing systems, thereby reinforcing their commitment to providing efficient tax
compliance solutions and ultimately fostering a more streamlined and compliant tax

environment.
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The findings highlighted the persistent and robust preference among respondents for the
electronic filing system when compared to traditional paper-based methods. This consistent
preference underscores the system's inherent appeal and its remarkable potential to streamline
and optimize the tax submission process. In alignment with the findings, Tsamenyi, Scherrer,
and Anes (2016) have similarly emphasized the positive effects of introducing e-filing systems,
noting an increase in levels of tax compliance and revenue collection. This confluence of
evidence underscores the significance of embracing and expanding electronic filing systems
within TRA Manyara, as they have the capacity to not only enhance efficiency but also to drive
higher levels of voluntary tax compliance, ultimately contributing to the agency's overall success
in revenue collection.

The study unveiled the system's inherent capability to enable precise and error-free tax return
filing, a factor that notably contributes to the promotion of enhanced compliance practices. In
addition, respondents consistently reported that the electronic filing system was user-friendly,
effectively motivating them to promptly adhere to tax regulations. These findings strongly
resonate with the research by Saeed et al. (2020), which establishes a direct influence of the
filing system on compliance behavior. In light of this, TRA Manyara can leverage these insights
to reinforce the user-friendliness and accuracy of the electronic filing system, thus empowering
taxpayers to fulfill their tax obligations more effectively, with fewer errors, and in a timely manner,
aligning with the agency's objectives for fostering voluntary tax compliance.

The study findings demonstrated that the electronic filing system significantly eases the
perceived burden of tax filing and reporting, ultimately making tax compliance more manageable
for users. Additionally, it instills confidence in the system's secure handling of tax information.
In alignment with these observations, Gotora and Mokaya (2018) have unveiled the significance
of education through print media, website-based taxpayer education, and tax stakeholders'

workshops in positively influencing the level of voluntary tax compliance. This alignment
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underscores the valuable role of not only streamlining the electronic filing process but also
emphasizing the importance of accessible taxpayer education initiatives. TRA Manyara can
employ these insights to further enhance their educational efforts, making tax compliance more
approachable and, in turn, driving higher levels of voluntary compliance among taxpayers
Moreover, the electronic filing system’s timely reminders regarding tax deadlines effectively
promote punctual compliance while averting non-compliance risks.

The study's findings reinforced a prevalent satisfaction among respondents regarding the
electronic filing system's efficiency and effectiveness in handling tax submissions, highlighting
its widespread positive reception and its significant role in bolstering tax compliance. These
findings resonate with the Theory of Planned Behavior, which suggests that when taxpayers
perceive these systems as user-friendly and tax procedures as straightforward and
manageable, it is more likely to positively influence their intentions to comply voluntarily.
However, it's important to acknowledge that Tsai and Chang (2017) revealed a multifaceted
impact of the electronic filing system. While it had a favorable impact on reducing tax evasion,
indicated by a negative correlation, it simultaneously had a positive impact on tax revenue. This
nuanced relationship between electronic filing systems and tax compliance implies that while
they can deter evasion, they can also enhance revenue collection, presenting TRA Manyara

with a valuable opportunity to use these systems strategically to achieve both objectives.

4.6.3 Influence of Electronic Fiscal Device Management System on Voluntary Tax
Compliance

Findings revealed that businesses leveraging electronic fiscal devices (EFDs) are notably
inclined to uphold accurate and real-time sales transaction records, resulting in a substantial
reduction in errors and a noteworthy improvement in compliance. This aligns with the research

by Magese and Chindengwike (2021), who revealed that the usage of EFDs is positively and
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significantly influenced by the perceived usefulness of EFDs and the perceived ease of use. In
light of these insights, TRA Manyara can further promote the adoption and efficient use of EFDs
by emphasizing their utility and user-friendliness. This strategic approach not only helps
businesses maintain accurate records but also significantly fosters improved compliance and
tax revenue collection, serving the agency's objectives effectively.

Furthermore, the study underscores the instrumental role of the electronic fiscal device
management system in countering avenues for tax evasion within TRA Manyara. The
respondents' strong expression of trust in its capacity to amplify transparency in tax transactions
reinforces the system's significance. As per the Technology Acceptance Model, it becomes
evident that taxpayers' perception of the electronic fiscal device's utility and user-friendliness
directly shapes their intention to willingly adhere to tax regulations. Drawing from the insights of
Tetteh and Ofosu-Dwamena (2019), this system reveals its potential to become a cornerstone
in elevating tax compliance rates. This indicates an opportunity for TRA Manyara to not only
fortify its technology infrastructure but also to embark on a concerted effort to enhance taxpayer
education and trust-building initiatives, paving the way for improved voluntary tax compliance.
The findings indicated benefits of the EFD system in enhancing tax compliance within the
business sector. Beyond its role in promoting accurate income reporting, it emerges as a potent
force in cultivating a spirit of voluntary adherence to tax regulations among businesses.
Remarkably, enterprises employing electronic fiscal devices exhibited a heightened level of
collaboration with tax authorities during audit processes, thereby reinforcing compliance
endeavors. Corroborating these findings, Okeke and Nwoha (2018) shed light on the positive
impact of EFD adoption specifically in the realm of Value Added Tax (VAT) compliance. This
highlights a pivotal opportunity for tax authorities in the region, encouraging further adoption
and utilization of electronic fiscal devices to foster greater tax compliance, not just in income

reporting but across various tax categories.
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The study also found a significant advantage of the system employed by TRA Manyara, as it
guarantees the creation of a robust audit trail for tax compliance purposes. This not only
enhances transparency but also contributes to users' heightened satisfaction with the system's
effectiveness in promoting tax compliance. Building upon the insights of Casey and Castro
(2019), it becomes apparent that the widespread adoption of Electronic Fiscal Devices (EFDs)
can indeed serve as a pivotal component within a comprehensive compliance improvement
strategy. Therefore, the integration of such devices into TRA Manyara's broader compliance
initiatives holds the potential to enhance voluntary tax compliance and foster trust among
taxpayers, laying the foundation for a more effective tax revenue collection process.

Findings showed that there is a strong positive correlation between the use of the online
payment system and voluntary tax compliance. This correlation underscores the pivotal role of
technology in driving compliance by simplifying the payment process and reducing delays,
echoing a transformative potential. However, intriguingly, Naape's (2022) findings from South
Africa unveil a contrary trend concerning online tax registration and auto-assessment,
suggesting a complex landscape. Similarly, the correlation between the electronic filing system
and voluntary tax compliance emerges as positive, consistent with Ahmed's (2019) insights.
These results underscore the electronic filing system's potential to enhance taxpayer
compliance. Moreover, the study highlights a notable positive correlation between the use of
electronic fiscal devices and voluntary tax compliance, affirming the crucial role of these devices
as advocated by Tetteh and Ofosu-Dwamena (2019). Additionally, Chindengwike's (2022) work
accentuates the importance of a robust electronic tax administration system, which fosters
taxpayer compliance, offering TRA Manyara a multifaceted approach to leverage technology
and refine tax administration strategies to encourage even higher voluntary tax compliance

rates.
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CHAPTER FIVE

CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction
This chapter presents the summary conclusions and recommendations of the study on the the
influence of tax systems on voluntary tax compliance in Tanzania particularly Tanzania Revenue
Authority - Manyara Tax Region. In this chapter, the researcher presents summary of the
conclusions drawn from the data analysis, conclusions, implication of Study and
recommendations for improvements well as recommendation for further study.
5.2 Summary of the Findings
5.2.1 Influence of Online Payment System on Voluntary Tax Compliance
The first objective intended to evaluate the influence of online payment system on voluntary tax
compliance. Findings revealed that the online payment system significantly streamlines the tax
payment process, facilitating timely payments and reducing the incidence of delays and
penalties. Respondents indicated a growing preference for the online payment system over
traditional methods, emphasizing its appeal and its potential to modernize tax remittances. The
system was also perceived as a secure and reliable platform for tax payments, fostering trust in
its functionality. Moreover, the use of the online payment system effectively motivated
respondents to be more compliant with their tax obligations, underscoring its role as a
motivational tool. Users found the system not only convenient but also user-friendly, enhancing
the overall tax payment experience and expanding its user base. The system's capacity to
inspire proactive behavior in meeting tax deadlines was evident, contributing to timely
compliance. Respondents conveyed a high degree of satisfaction with the services offered by
the online payment system for tax payments, reinforcing its efficacy. The system positively
influenced the overall attitude of respondents toward tax compliance, reaffirming its pivotal role

in fostering voluntary tax compliance. The composite mean of 3.7 underscored the system's
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substantial and positive impact on voluntary tax compliance, highlighting its central role in
improving the tax payment process.

5.2.2 Influence of Electronic Filling System on Voluntary Tax Compliance

The second objective intended to determine the influence of electronic filing system on voluntary
tax compliance. Findings demonstrated that the electronic filing system significantly streamlines
the tax return submission process, leading to increased efficiency and effectiveness in tax
compliance endeavors. Respondents consistently displayed a strong preference for the
electronic filing system over traditional paper-based methods, underlining its appeal and
capacity to optimize the tax submission process. The system's capability to facilitate precise
and error-free tax return filing was evident, contributing to enhanced compliance practices.
Furthermore, respondents found the electronic filing system user-friendly, motivating them to
adhere to tax regulations promptly. It was also observed that the system significantly alleviates
the perceived burden of tax filing and reporting, rendering tax compliance more manageable for
users. The high level of trust expressed in the system's secure handling of tax information
highlights its pivotal role in ensuring data security. Moreover, the system's timely reminders
regarding tax deadlines effectively promote punctual compliance while averting non-compliance
risks. Respondents conveyed a high degree of satisfaction with the system's efficiency and
effectiveness in handling tax submissions, underscoring its positive reception and its substantial
contribution to tax compliance. The composite mean of 3.55 underscores the system's overall
robust influence on voluntary tax compliance, affirming its central role in enhancing the tax
submission process.

5.2.3 Influence of Electronic Fiscal Device Management System on Voluntary Tax
Compliance

The third objective intended to assess the influence of electronic fiscal device management

system on voluntary tax compliance. Findings revealed that businesses utilizing these devices
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are more likely to maintain accurate, real-time sales transaction records, which significantly
reduces errors and fosters improved compliance. Moreover, the electronic fiscal device
management system effectively deters opportunities for tax evasion, and respondents
expressed a high level of trust in its ability to enhance transparency in tax transactions. These
findings indicated that the system not only encourages businesses to report their income
accurately but also positively influences them to comply voluntarily with tax regulations.
Additionally, businesses employing electronic fiscal devices demonstrated a greater degree of
cooperation with tax authorities during audits, further enhancing compliance efforts. The study
also found that the system's use ensures the establishment of a reliable audit trail for tax
compliance purposes, ultimately leading to greater satisfaction among users regarding its
efficacy in promoting tax compliance. The composite mean of 3.54 underscored the overall
moderate extent of positive influence exerted by the system on voluntary tax compliance, with
promising potential for further refinements to maximize its impact.

5.3 Conclusion

The study concludes that the use of the online payment system significantly influences and
positively contributes to voluntary tax compliance among taxpayers in Tanzania. The findings
reveal that the online payment system, with its user-friendly and convenient features, effectively
encourages timely tax payments and fosters positive attitudes toward tax compliance, thereby
enhancing the overall tax collection process.

Besides, the study concludes that the adoption of the electronic filing system also exerts a
positive impact on voluntary tax compliance. While the influence is somewhat smaller compared
to the online payment system, the research shows that the electronic filing system's ease of use
and accuracy in tax submissions contribute to more accurate reporting and increased
compliance. This underscores the importance of modemizing tax-related processes to align with

digital advancements.
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Also, the study concludes that the use of electronic fiscal devices in managing tax-related
transactions plays a significant role in promoting voluntary tax compliance. With a substantial
and highly statistically significant influence, electronic fiscal devices not only enhance the
accuracy and transparency of sales recording but also deter tax evasion and foster cooperation
with tax authorities during audits. This highlights the pivotal role of technological infrastructure
in improving tax compliance and revenue integrity.

5.4 Implication of the Study

The study underscores the importance of investing in and expanding digital tax-related
infrastructure, including online payment systems, electronic filing systems, and electronic fiscal
devices. Policymakers should prioritize the development and promotion of user-friendly and
secure digital platforms to facilitate tax payments, submissions, and transaction recording. This
includes ensuring the availability of reliable and efficient systems that motivate taxpayers to
adopt digital tax compliance methods.

The study highlights the need for comprehensive taxpayer education and awareness programs.
Itis essential to inform taxpayers about the benefits and ease of using digital tax systems. These
programs should address any concerns and misconceptions and promote a clear understanding
of the advantages of digital tax compliance, such as timely payments, reduced penalties, and
enhanced transparency. Well-informed taxpayers are more likely to embrace digital solutions.
Policymakers should establish a robust regulatory framework that encourages and enforces the
use of digital tax systems. This includes incentivizing compliance with digital systems and
ensuring that businesses and individuals are aware of the legal requirements and penalties
associated with non-compliance. Consistent enforcement of tax regulations and regular audits
are vital for deterring tax evasion and encouraging cooperation with tax authorities.

Given the increased reliance on digital tax systems, policymakers must prioritize data security

and privacy. Implementing stringent measures to protect taxpayer information and transactions
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is paramount to maintain trust in these systems. The regulatory framework should include

provisions for data protection and penalties for breaches. Ensuring the security and integrity of

digital tax systems is vital for long-term success.

5.5 Recommendations

In light of the study's objectives aimed at evaluating the impact of digital tax systems on

voluntary tax compliance, several recommendations are proposed to enhance the effectiveness

of tax collection in Tanzania. These recommendations address the specific areas of online

payment systems, electronic filing systems, and electronic fiscal device management. The

proposed recommendations are:

The Tanzania Revenue Authority should actively promote and enhance the adoption of
online payment systems for tax remittances. This can be achieved through user-friendly
interfaces, informative campaigns, and robust cybersecurity measures to build trust and
confidence in the system. Additionally, the TRA should provide incentives, such as
reduced transaction fees or timely processing advantages, to encourage taxpayers to
use online payment methods. This will not only improve convenience for taxpayers but
also boost voluntary tax compliance by facilitating on-time payments.

The Tanzania Revenue Authority needs to further streamline and simplify the electronic
filing system, making it more user-friendly and accessible to a broader range of
taxpayers. This may involve the development of user guides, online tutorials, and
customer support services to assist taxpayers in navigating the electronic filing process.
Moreover, conducting awareness campaigns about the advantages of electronic filing,
such as reduced paperwork and faster processing, will encourage taxpayers to opt for
this system. Ensuring the security and accuracy of the electronic filing system is also

crucial to build trust among taxpayers.
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ji.  The study recommends the Tanzania Revenue Authority to mandate the use of
electronic fiscal devices for businesses and rigorously monitor their implementation.
This can help curb tax evasion and enhance transparency in sales transactions. The
TRA should also invest in training programs for businesses to ensure they fully
understand and utilize the devices effectively. Regular audits and inspections can be
conducted to verify compliance with electronic fiscal device usage and deter
unrecorded sales or tax fraud. Furthermore, the TRA should maintain a system of
rewards and penalties to motivate businesses to comply with the electronic fiscal device
management system effectively.
5.6 Recommendations for Further Studies
Three crucial suggestions regarding the field of future research are put forth. First and foremost,
in order to evaluate the influence of particular policy measures and incentives on encouraging
voluntary compliance within the framework of digital tax systems—such as tax rebates,
discounts, and penalties for non-compliance—a detailed analysis of their efficacy is imperative.
Which legislative measures are most effective at promoting tax compliance will be identified with
the aid of this analysis. Secondly, qualitative research methods such as focus groups,
interviews, and case studies ought to be utilized in order to acquire a more profound
comprehension of the factors that motivate and impede voluntary tax compliance in the digital
age. This qualitative approach, which explores taxpayer experiences and perspectives, will
supplement quantitative data. Comparative research between areas or nations with varying
degrees of digital infrastructure and tax cultures can also provide insightful information about
best practices and lessons that can be applied elsewhere, guiding more comprehensive plans
to improve tax compliance. Collectively, these suggestions function as guiding principles for
future investigations, elucidating the complex dynamics of tax compliance within the constantly

changing context of digital tax systems.
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APPENDICES
APPENDIX 1: QUESTIONNAIRES

Dear participant, we kindly invite you to take part in a research study titled "INFLUENCE OF
TAX SYSTEMS ON VOLUNTARY TAX COMPLIANCE IN TANZANIA: A CASE OF
TANZANIA REVENUE AUTHORITY - MANYARA TAX REGION" conducted by Ms.
EMANUELA OSMOND MLOWE from the Institute of Accountancy Arusha. Your participation
and responses are crucial to the success of this study. Please rest assured that all information
you provide will be treated with the utmost confidentiality. For anonymity purposes, kindly refrain
from including your name in the questionnaire. Thank you for your valuable contribution!

1: PERSONAL INFORMATION

Please tick (V) in the most appropriate answer box

Gender; Specify your gender 1. OMale
2. O Female
Age; Specify your age 1. 0O18-25
2. 0O26-35
3. [O36-45

4. Above 45 Years

Education Level; Specify your education level 1. 0O Certificate
2. ODiploma
3. [ODegree

4. [OPostgraduate

Working Experience 1. OLess than 1 Year
2. O1to5 Years
3. O61to10 Years

4. [OAbove 10 Years
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2. SPECIFI QUESTIONS

SECTION A

To evaluate the influence of online payment system on voluntary tax compliance.
Please tick (V) in the most appropriate answer box

1=No Extent 2= Little Extent 3=Moderate Extent 4=Large Extent 5=Very Large Extent

Influence of Online Payment System on voluntary tax compliance RANKING SCALE

112 (3|45

The online payment system makes it easier for me to pay my taxes on time.

| am more likely to use the online payment system to pay my taxes compared to

traditional payment methods.

The online payment system provides a secure and reliable platform for tax

payments.

Using the online payment system encourages me to be more compliant with tax

obligations.

| find the online payment system convenient and user-friendly for tax payments.

The online payment system helps me avoid delays and penalties in tax remittances.

| trust the online payment system to handle my tax transactions accurately and

efficiently.

The online payment system motivates me to be proactive in meeting my tax

deadlines.

| am satisfied with the services provided by the online payment system for tax

payments.

The online payment system positively influences my overall attitude towards tax

compliance.

SECTION B

To determine the influence of electronic filing system on voluntary tax compliance.
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1=No Extent 2= Little Extent 3=Moderate Extent 4=Large Extent 5=Very Large Extent

Influence of Electronic Filing System on Voluntary Tax Compliance

RANKING SCALE

112 (3|45

The electronic filing system simplifies the process of submitting my tax returns.

| prefer using the electronic filing system over traditional paper-based methods for tax

submissions.

The electronic filing system helps me file my tax returns accurately and without errors.

| find the electronic filing system easy to navigate and use for tax submissions.

Using the electronic filing system encourages me to comply with tax regulations

promptly.

The electronic filing system reduces the burden of tax filing and reporting for me.

| trust the electronic filing system to securely handle my tax information.

The electronic filing system reminds me to meet tax deadlines and avoid non-

compliance.

| am satisfied with the efficiency and effectiveness of the electronic filing system for tax

submissions.

The electronic filing system positively impacts my willingness to comply with tax

obligations.

SECTION C

To assess the influence of electronic fiscal device management system on voluntary tax

compliance.

1=No Extent 2= Little Extent 3=Moderate Extent 4=Large Extent 5=Very Large Extent
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Influence of Electronic Fiscal Device management system on voluntary tax

compliance

RANKING SCALE

1

2

3

4

5

The use of electronic fiscal devices helps businesses record sales transactions

accurately and in real-time.

Businesses using electronic fiscal devices are more likely to report their sales

and income accurately for tax purposes.

The electronic fiscal device management system reduces opportunities for

businesses to engage in tax evasion.

| trust that the electronic fiscal device management system enhances

transparency in business tax transactions.

The electronic fiscal device management system deters businesses from

engaging in unrecorded sales or tax fraud.

Businesses using electronic fiscal devices are more cooperative with tax

authorities during audits or inspections.

The electronic fiscal device management system positively influences

businesses to comply voluntarily with tax regulations.

The use of electronic fiscal devices ensures a reliable audit trail for tax

compliance purposes.

| am satisfied with the effectiveness of the electronic fiscal device management

system in promoting tax compliance.

The electronic fiscal device management system improves my perception of

businesses' willingness to comply with tax laws.

THANK YOU!
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APPENDIX 2: IAA RESEARCH PERMIT

Institute of Accountancy Arusha

P.O. Box 2798, Nijiro Hill, Arusha, Tanzania
Telephone: +255 27 2970232  Mobile: +255 763 462109  Telex: 50009 IAA TZ
Fax: +255 27 2970234 Email: iaa@iaa.ac.tz Website: www.iaa.ac.tz

Ref. No.:MAF/01/0140/2022 7th September 2023

REGlomaL. / A/UA €
JANZANIA T REVEPUE ALUHCK! Yy ‘

POVBOX e [6? ....................
LA ERA.........

08 SEP 2023

Dear Sir/Madam
REF: REQUEST FOR DATA COLLECTION ks

The purpose of this letter is to introduce to you MISS. EMANUELA MLOWE who is student pursuing
Masters of Accountancy and Finance with registration number (MAF-01-0140-2022Currently, the
aforementioned student is conducting a study on “EXAMINING THE INFLUENCE OF TAX SYSTEM
ON VOLUNTARY TAX COMPLIANCE IN TANZANIA REVENUE AUTHORITY.” We would like to
highlight here that this study is part of the requirement for the award of the above mentioned
programme of study. We therefore request you to extend to the above-mentioned student of our
Institute any help that may facilitate him to achieve study objectives. We further request
permission for him to see and talk to the staff of your Institution in connection to her study. The

period for this request is granted from October to end of December 2023.

Thank you for your continuing support. //\

errr’manus S. Chole
FOR: RECTOR

»
2 7 All Communications to be addressed fo
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APPENDIX: 3 DATA COLLECTION LETTER FROM TRA

TANZANIA REVENUE AUTHORITY

Ref.No.TRA/RM/MNR/RC/12/VOL.VIII/200 13/09/2023

Rector,

Institute of Accountancy Arusha,
P.O. Box 2798,

NJIRO - ARUSHA.

REF: PERFMISSION FOR DATA COLLECTION

Reference is made to your letter received on 8" September, 2023 requesting our
Institution to facilitate your student MISS. EMANUELA MLOWE with Registration No.
MAF/01/0140/2022 for data collection.

Kindly, be informed that your request for the mentioned student has been accepted
and permission has been granted to her to collect data at Tanzania Revenue Authority
— Manyara Region for the study on Examining the Influence of Tax System on
Voluntary Tax Compliance in Tanzania Revenue Authority during the specified
time.

Meanwhile, when being at Tanzania Revenue Authority — Manyara Region the student
is supposed to obey the rules, regulations and procedure for Data Collection.

“Together We Build Our Nation”

ob, J.
For. REGIONAL MANAGER

ISO 9001 : 2015 Certified
REGIONAL MANAGER - MANYARA
P.O. Box 169, Babati, Manyara, Tanzania
Tel. Dir.: +255-27-2510052, Gen.: +255-27-2510050, Fax: +255-27-2510058
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EXAMINING THE INFLUENCE OF TAX SYSTEMS ON VOLUNTARY
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