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ABSTRACT

Taxation is one of the key strategies used by most governments throughout the world to achieve long-term growth and economic development. The collecting of taxes assists the government in funding significant economic and social activities. Specifically, the study assessed the effectiveness of EFDs transparency system on taxpayers’ compliance; also, examined the effectiveness of EFDs record keeping on taxpayers’ compliance and evaluated the effectiveness of EFDs automation on taxpayers’ compliance. The study adopted a correlational research design and a quantitative approach to establish the relationship between variables. The quantitative data were collected from 93 conveniently selected TRA officials through questionnaires and analyzed through descriptive statistics as well as the multiple regressions analysis to establish the relationship between variables.  The findings are presented in accordance to the specific objectives above, but the demographic characteristics of respondents are presented first. Findings revealed that EFDs transparency system and EFDs automation have a significant positive impact on tax compliance while EFDs record keeping has a positive insignificant impact on tax compliance. Therefore, the study concludes that EFDs automation and EFDs transparency are crucial for enhancing tax compliance. The study also recommends that TRA should enhance the use of EFDs by tax payers since majority of them are not using EFDs and hence, the tax compliance is low. Increasing the use of EFDs by TRA would mean that tax compliance will be enhanced. Also, TRA should enhance its administration; this includes offering the devices for free so that even those SMEs who cannot afford to buy would have them for tax compliance purposes. 

Keywords: Electronic Fiscal Devices, Taxation, Tax Compliance, Electronic.
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CHAPTER ONE

INTRODUCTION

1.1 Introduction

This study assessed the effectiveness of Electronic Fiscal Devices (EFDs) on tax compliance in Tanzania. Specifically, the study assessed the impact EFDs transparency, EFDs record keeping and EFDs automation on enhancing tax compliance. Therefore, this first chapter introduces the study by offering the background of the study, the statement of the problem, general and specific objectives, and research questions, significance of the study, scope of the study and the organization of the study.
1.2 Background of the Study

Taxation is one of the key strategies used by most governments throughout the world to achieve long-term growth and economic development (Onakoya, 2016). The collecting of taxes assists the government in funding significant economic and social endeavours (Kira, 2016). However, according to Mativo, et al., (2015), tax authorities globally encounter difficulties in collecting the expected income. High levels of non-compliance among Value Added Tax (VAT) payers and potential VAT payers are the most commonly stated difficulty. 
Therefore, the techniques of tax collecting and the flow of data and information have changed in most nations around the world as a result of the rapid growth and usage of the electronic tax system among taxpayers (Sondakh, 2017). The majority of governments use technology to streamline service delivery and offer high-quality services. According to Kochanova, Hasnain, and Larson (2018), there are more advantages to integrating taxpayers with an electronic tax system than drawbacks. The advantages of using the e-tax system are numerous, and they include but are not limited to: reasonable expense evaluation; reducing travel time to tax offices; maintaining persevering record keeping; ideal access to records when needed; convenient preparation of tax returns and tax dues; and sharing trustworthy tax information between taxpayers and the government, which improves tax compliance (Mandari, Koloseni and Nguridada, 2017).
Furthermore, in Sub-Saharan Africa, domestic income collection through taxation is still falling short of its potential in the majority of Sub-Saharan African countries. Most country governments agreed to use EFDs to increase tax collection in order to boost their tax collections (Mathayan, 2020). According to a research by Mascagni et al. (2014), tax income received as a proportion of total anticipated tax revenue potential is similarly lower in Sub-Saharan African countries, ranging from 10% to 20%, compared to Organization for Economic Co-operation (OECD) countries, which range from 30% to 40%.

Because taxes play such an important part in the economy, the Tanzania Revenue Authority (TRA) is working to strengthen government revenue collection (Malima, 2020). First, the TRA reorganised its administrative blocks into minor administrative geographical regions, down to the smallest administrative unit known as a "block" (Lubua, 2014). This smallest administrative entity helps the Authority to communicate with taxpayers in their communities (Chege, et al., 2015). The TRA makes use of information technology to provide tax services to citizens in various locations (Hoffman & Gibson, 2009). Integrated Tax Administration System (ITAX), Tanzania Customs Integrated System (TANCIS), Central Motor Vehicle Registration System (CMVRS), Electronic Fiscal Devices (EFDs), and others are some of the online platforms that the TRA employs to carry out its duties (URT, 2015).
EFDs, also known as Electronic Tax Registers (ETRs) were introduced in Tanzania in 2010, with the stated goals of increasing VAT collection by eliminating non-issuance of receipts, eliminating under-invoicing of sales transactions, improving the VAT return filing process, and assisting traders in keeping proper business records. There is evidence that compliance issues and a lack of effective follow-up and enforcement hampered the initial EFD deployment in Tanzania (Kapera, 2017). However, despite the benefits of EFDs, their implementation in Tanzania is hampered by a low degree of acceptability among taxpayers. This is one of the causes for inconsistent tax collection between 2012 and 2018, when there was a spike and decline in tax collection (Malima, 2020). It's critical to have a scholarly viewpoint on the role of EFDs in improving tax compliance.

According to the Prevention and Combating of Corruption Bureau (PCCB, 2018), despite a significant rise in revenue collection since the implementation of EFDs, Tanzania's poor tax compliance remains a major concern. This raises the question of whether EFDs are beneficial in improving Tanzanian tax compliance. As a result, the goal of this research was to evaluate how successful EFDs are at improving tax compliance in Tanzania.

1.3 Statement of the Problem

EFDs have a fiscal memory, which is a separate read-only memory (tax memory) designed particularly to hold tax information at the moment of sale. Data can be stored in the tax memory for up to five years or 1,800 transactions (Mabuba, 2018). The term "Electronic Fiscal Device" (EFD) covers a wide range of technical equipment that revenue administrations might utilise to track commercial activities (Casey, 2015). These computers keep track of every transaction and calculate the amount of VAT that must be remitted to the government automatically. They're intended to make it difficult to discard or modify sensitive data. Even during power outages or malicious attacks, the data saved on these devices is properly protected (Kumar, 2005).

EFDs, Chambi (2020), have covered a large portion of the possibility of closing loopholes and allowing users to opt out of paying taxes because they are used by a variety of businesses that manually issue receipts, such as a retail outlet, supermarket, manufacturer, wholesalers, and petrol stations (Chambi, 2020). Despite the optimistic outlook for EFD adoption in terms of revenue collection, several Tanzanian researches have shown conflicting findings. According to Omari (2017), the adoption of the EFD resulted in a drop in revenue collection. Similarly, Chege (2015) found that there was no significant association between VAT collection and EFD enforcement and compliance. These research' findings raise the question of how successful EFD machines are in ensuring tax payer compliance.

Therefore, there have been mixed findings in the empirical world regarding the impact that EFDs have had on revenue collection and general compliance. The findings range from EFDs having no significant impact on revenue collection (Casey and Castro, 2015) to EFDs having improved revenue collection and compliance (Weru et al., 2013; Mohammed & Gela, 2014). Apart from that majority of the studies conducted in Tanzania have focused on assessing the challenges of EFDs (Siraji, 2015; Kira, 2016; Kapera, 2017 and Eilu, 2018) while the effectiveness of EFDs on compliance behavior has not been properly articulated. Therefore, this study examined the effectiveness of EFDs on VAT compliance behavior in Tanzania.
1.4 Objectives of the Study

The study had a general objective and three specific objectives as indicated below;
1.4.1 General Objective

The general objective of this study was to assess the effectiveness of Electronic Fiscal Devices on enhancing tax payers` compliance in Tanzania.
1.4.2 Specific Objectives

i. To assess the effectiveness of EFDs transparency system on tax compliance by tax payers

ii. To examine the effectiveness of EFDs record keeping on tax compliance by tax payers

iii. To find out the effectiveness of EFDs automation on tax compliance by tax payers
1.5 Research Questions

This study sought to answer the following research questions;

i. What is the effectiveness of EFDs transparency system on tax compliance by tax payers?

ii. What is the effectiveness of EFDs record keeping on tax compliance by tax payers?

iii. What is the effectiveness of EFDs automation on tax compliance by tax payers?

1.6 Significance of the Study

The study is significant to Tanzania Revenue Authority; this is because it is able to provide the extent at which EFDs enhance tax compliance. Also, the study provides some recommendations for better practice. Therefore, through the recommendations, TRA is able to improve their tax enforcements for collecting tax through EFDs. Also, the findings are significant to the government; since the recommendations are useful for TRA for improving tax collections, the government is also in position to implement different activities and development projects through the increased level of revenue. Thus, the level of GDP can be enhanced. Moreover, the findings are significant to the policy makers, particularly, tax policies. The findings can be used by policy makers and reviewers to review the available policies and enhance the use of technology in tax collection to enhance tax compliance. 
1.7 Scope of the Study

The study assessed the effectiveness of Electronic Fiscal Devices (EFDs) on tax compliance in Tanzania. Precisely, the study assessed the impact EFDs transparency, EFDs record keeping and EFDs automation on enhancing tax compliance. The study was conducted at TRA Ilala regional office. The choice of Ilala was from the fact that it has been the leading in terms of regional tax collections for the fiscal year 2020/21 collecting a total of 70 billion of indirect tax (TRA, 2021). Being the first in the tax collections called researchers’ interest to examine if this is a result of EFDs. 
1.8 Organization of the Study

The study has five chapters; chapter one introduces the study by offering the background of the study, the statement of the problem, objectives of the study, research questions, and significance of the study and the scope of the study. Chapter two reviews the literature related to the study, it offers the theoretical literature review and empirical literature review where the research gap is developed; the chapter also shows the conceptual framework of the study. 
Chapter three explains the methodology of the study by discussing the research design, research approach, area of the study, target population and sampling. The chapter also discusses the types of data collected and how they were analyzed. Chapter four of the study presents the findings obtained in relation to the specific objectives of the study; the findings have also been discussed in relation to the previous studies. Chapter five has finalized the study by offering the summary of findings, the conclusion in relation to each specific objective and the recommendations. The chapter has also indicated some areas for further study.

CHAPTER TWO

LITERATURE REVIEW

2.1 Chapter Overview

This chapter reviews different literatures in accordance to the study objectives. It has definition of key terms, theoretical literature review, empirical literature, research gap as well as the conceptual framework indicating the relationship between variables. 
2.2 Definition of Key Terms

2.2.1 Electronic Fiscal Devices (EFDs)

The phrase "Electronic Fiscal Device" refers to a wide range of computerised equipment used by revenue administrations to track commercial activities (Fjeldstad, 2019). According to TRA (2016), an electronic fiscal device (EFD) is a machine that is meant to be utilised in commercial transactions for the effective administration of sales and stock control systems while also adhering to the law's requirements. The term EFD refers to devices used by TRA to monitor business-to-consumer and business-to-business transactions that result in a tax liability in mainland Tanzania (Fjeldstad, 2019).
2.2.2 Tax Compliance

Tax compliance refers to a taxpayer's desire to follow his country's tax requirements, such as disclosing income, submitting a return, and paying all taxes owed in a timely way (Gitaru, 2017). Furthermore, Kirchler (2007) proposed a more straightforward definition, in which tax compliance is defined as the most neutral phrase for describing taxpayers' desire to pay their taxes freely and honestly. Registration of the taxpayer, completion of tax returns to indicate tax due, timely payment of taxes, and submission of comprehensive information to the tax authority are the four aspects of tax compliance (Casey & Castro, 2015).
2.3 Theoretical Literature Review

The study adopted the Unified Theory of Acceptance and Use of Technology (UTAUT) by Venkatesh (2003). Venkatesh and his research team examined the eight theories of technology acceptance in 2003: These models and theories are the Theory of Reasoned Action (TRA), the Technology Acceptance Model (TAM), the Motivational Model (MM), the Theory of Planned Behavior (TPB), a model combining the Technology Acceptance Model and the Theory of Planned Behavior (C-TAM-TPB), the model of PC utilization, the Innovation Diffusion Theory (IDT), and the Social Cognitive Theory (SCT). As a consequence, they developed the unified theory of acceptance and use of technology (UTAUT) as a unified form that benefited from the distinctive qualities of all previous prior theories and models. These ideas arose from human behavioural studies that began in the early twentieth century and were subsequently divided into two streams: psychological and sociological research (Momani and Jamous, 2017).

According to some dimensions and factors, technology acceptance theories and models have examined people's actions and their ability to embrace new technologies. These ideas have emphasised the psychological and behavioural perspectives of technology users. However, each hypothesis has its own set of limitations (Momani, 2018). Venkatesh proposed the Unified Theory of Acceptance and Use of Technology in this setting. The UTAUT model was created to have three direct impacts on behavioural intention from three determinants: performance expectation, effort expectancy, and social influence. In addition to the influence of two direct factors on use behaviour: the intention to use and the favourable conditions, there are two indirect determinants on usage behaviour (Venkatesh et al. 2003).
Despite being a combination of eight technology acceptance theories, the UTAUT model has its own shortcomings in detecting technological purpose. According to Venkatesh et al. (2003), research does not examine Self efficacy and Anxiety, despite the fact that they appear to be direct predictors of Intention to Use according to Social Cognitive Theory (SCT). UTAUT does not believe them to be a direct predictor of Intention to Use. According to UTAUT, they have no significant influence on Intention to Use. Similarly, unlike other Technology Acceptance models and theories, UTAUT does not consider attitude toward using technology and so is removed. While self-efficacy and anxiety are basic variables, attitude toward technology is a complicated (multi-dimensional) construct including a number of factors (Yang and Yoo, 2004).
Despite its weaknesses, this model's strength is justified by its global and integrative approach, which incorporates a wide range of explanatory factors from the major theoretical models produced to explain technological adoption and usage. Venkatesh et al. (2003), in particular, conducted an in-depth examination of the literature on this issue and developed a comprehensive model that combines the contributions shared by the prior models. As a result, it is fair to predict that a theory that incorporates the most relevant contributions from other models will outperform earlier theories in explaining technological adoption and usage. Therefore, in the context of this study, the performance expectancy is the effectiveness of EFDs on enhancing tax compliance. Therefore, the effectiveness of EFDs in terms of transparency, record keeping and automation determines the level of tax compliance in Tanzania. Thus, adopting UTAUT as the theoretical model in the current study produces more realistic results to explain the effectiveness of EFD among taxpayers in Tanzania as compared to other theories.
2.4 Empirical Literature Review

2.4.1 The Effectiveness of EFDs Transparency System on Tax Compliance

Lubua (2017) performed a research in Tanzania to demonstrate how e-transparent services handle the difficulty of voluntary tax compliance by SMEs. Apart from that, knowledge of tax regulations, firm experience, employee honesty, low frequency of tax officer visits, and training needs were found as having an influence on voluntary compliance in the research. As a result, if the Revenue Authority employs proper ICT tools, taxpayers' capacity to voluntarily file tax returns will be enhanced. Similarly, in the study done in Uganda by Nkote and Luwugge (2018) investigating the impact of automation on customs tax management. Automation was often used to forecast automated tax administration and revenue collection, but clearing time was projected adversely. This illustrates that as the Uganda Revenue Authority's (URA) computerization expanded, the cost of tax administration climbed, but the time necessary to process tax files reduced.
Apart from that, Malima, Pillay and Obalade (2019) looked at tax compliance in a developing economy setting in an EFD-enabled system. The study's major goal was to see if the use of EFDs, the amount of openness, the fairness of tax procedures, and the perceived audit efficacy all had an impact on tax compliance. Descriptive methods, One Way ANOVA, Chi-Square, and ordinal regression were used to evaluate the data. Findings revealed that, tax fairness, perceived transparency, and the rate of EFD usage had no influence on tax compliance.
Also, Lyimo and Makilully (2022) examined the Impact of Electronic Fiscal Devices towards Revenue Collection in Tanzania: A Case Tanzania Revenue Authority in Arusha Region. The research discovered a statistically significant positive association between tax information transmission using EFDs and revenue collection as well as a positive relationship between tax compliance using EFDs and revenue collection. Additionally, the study discovered a statistically significant link between the effectiveness and efficiency of EFDs and revenue collection.
2.4.2 The Effectiveness of EFDs Record Keeping on Tax Compliance

In the Dar es Salaam region, Feisal (2020) evaluated the effectiveness of EFDs in improving tax revenue collection and company operations in Ilala Municipal.  The study combined quantitative and qualitative methods with a descriptive survey research methodology. Questionnaires, interviews, observation, and documentary analysis were used to gather the data. Two TRA officials and 98 randomly chosen respondents made up the sample size. Surveys and interviews were used to get the primary data, while documentary reviews were used to gather the secondary data. Following data collection, SSPS software was used to analyze the data to determine frequency and percentage. According to the findings, the most commonly touted benefit of EFDs is the ability to maintain records for up to five years. The implementation of EFDs has enhanced tax revenue collection in nominal terms, according to the research findings. 
Similarly, Byabato (2017) looked at how entrepreneurs perceive and use electronic fiscal devices, using the Dodoma municipality as an example. The study was conducted in Dodoma Municipality. Findings of the study indicated that, the majority of entrepreneurs had favourable opinions of the EFD because of among other reasons, record keeping. Furthermore, the majority of respondents expressed good feelings about the ease and friendliness of using EFDs to retain records. Swai (2017) also investigated the successful administration of sales and tax collection in the Ilala Region using EFD machines in Tanzania using interviews, observation, and questionnaires. It was discovered that traders were able to effectively control their sales by utilising EFD machines. Because they produce receipts in every transaction, they were able to keep track of daily purchases (record keeping).  
2.4.3 The Effectiveness of EFDs Automation on Tax Compliance

Mmanda (2019) found that automating EFDs streamlines the clearing of valid commerce, enhances the effectiveness of taxation controls, and ensures revenue collection in his research, "Introduction of Electronic Fiscal Device (EFD) machines." It also helps traders and transit operators meet their expectations for transparency, predictability, and dependability, as well as the simplicity of border-crossing and administrative procedures. Additionally, the research by Martin et al. (2020) attempted to determine the efficiency of ETRs in the processing of VAT returns. Researchers sought to determine how many people used electronic tax returns (ETRs), what problems they encountered, and what solutions were available. Many aspects of Kenya's economy have altered over the last four decades, but it has also had to contend with the challenges that plague emerging-market tax regimes. Monthly VAT returns are submitted on time for a variety of reasons. One of the factors that influences this is ETR. Furthermore, the deployment of ETR has helped the company to save costs related with VAT processing. According to the study, ETRs have increased revenue collection as a result of good sales and stock audits. According to a fourth research, ETRs were found to be cost-effective and helpful to the company when it came to completing VAT returns on a regular basis.
Also, the influence of system automation on tax collection at Kenya Revenue Authority (KRA) was investigated by Gitaru (2017). This research used a descriptive study approach. Secondary data was acquired from KRA Customs data for 10 financial years following the implementation of the Simba System. The time frame chosen was July 2007 to June 2016. The study discovered that following the implementation process, the number of transactions grew dramatically, implying that a large number of imported consignments were processed and went through the Centralised Document Processing Center (DPC). 
2.5 Research Gap

A number of studies have been conducted about EFDs, however, there have been mixed findings in the empirical world regarding the impact the EFDs have on revenue collection and general compliance. The findings range from EFDs having no significant impact on revenue collection (Casey and Castro, 2015) to EFDs having improved revenue collection and compliance (Weru et al., 2013; Mohammed & Gela, 2014). Apart from that majority of the studies conducted in Tanzania have focused on assessing the challenges of EFDs (Siraji, 2015; Kira, 2016; Kapera, 2017 and Eilu, 2018) while the effectiveness of EFDs on compliance behavior has not been properly articulated. 
2.6 Conceptual Framework

The conceptual framework for this study has two types of variables which are dependent and independent variables. The conceptual framework is adapted from the literature with little modifications to suit the study`s objectives. The study had three independent variables (EFDs transparency, EFDs record keeping and EFDs automation) and one dependent variable (Tax Compliance). Their relationship is indicated on Figure 2.1 
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Figure 2.1: Conceptual Framework on Effectiveness of EFDs on Tax Compliance

Source: Adapted from Casey & Castro (2015); Gitaru (2017); Fjeldstad (2019) and TRA (2022)

CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Chapter Overview

This chapter describes the methodology which was employed in conducting this study. In this section, the research design, research approach, population of the study, sample size, sampling techniques, data collection methods, data analysis methods and ethical considerations.
3.2 Research Approach

This study adapted a quantitative research approach which is concerned with quantifying variables in terms of numbers using statistical procedures to process them (Mc. Leod, 2013). The adaption of a quantitative research approach was from the fact that the study sought to establish the extent at which EFDs Transparency, EFDs Record keeping and EFDs Automation influence tax compliance. Thus, the focus of the study was to establish the quantitative relationship between the variables of the study; thus, making quantitative approach more appropriate.
3.3 Research Design

According to Grey (2014) a research design is a plan for selecting subjects, research sites and data collection procedures to answer the research questions. This study used correlational research design which is concerned with establishing the strength and direction of the relationship between variables (Goundar, 2019). Therefore, correlational research design was useful in establishing the relationship between independent variables (EFDs Transparency, EFDs Record keeping and EFDs Automation) and the dependent variable (Tax Compliance).
3.4 Study Area

The study was conducted at TRA Ilala regional office. The choice of Ilala was from the fact that it has been the leading in terms of regional tax collections for the fiscal year 2020/21 collecting a total of 70 billion of indirect tax (TRA, 2021). Being the first in the tax collections calls researchers’ interest to examine if this is a result of EFDs. 
3.5 Population of the Study

A population as a group of individuals objects or items from which samples are taken for measurement. It is a group of units with common characteristics of which a researcher is interested (Mbobo, 2010). Therefore, the population of the study was the TRA officials at Ilala regional tax office. The choice of TRA officials was attributed from the fact that the study needs information which can be obtained from this group of people for the purpose of answering research questions. These were in position to provide reliable opinion on the effectiveness of EFDs on tax compliance. Therefore, according to the human resource office, TRA Ilala regional office had a total of 120 staff related to tax compliance and EFD machines. Therefore, this group served as the population of the study and the unit of analysis. 
3.6 Sample Size

The sample size of the study was selected from the population stated above. Therefore, given the population specified above and with reference from the sample size formula by Cochran (1963), the sample size was determined as follows:
n = N/ (1+Ne2)

Where;

N = Population Size = 120



n = Sample Size



e = Error term = 5% (0.05)

Substituting in the Formula



n = 120/ (1+120 x 0.052)



   = 120/1.3



   = 93

Therefore, the sample size of the study was 93 TRA staff at Ilala regional tax office. The sample size resulted to a confidence interval of 95% with a margin of error + 5%.  
The sample size above is distributed as shown on Table 3.1 below;

Table 3.1: Sample Size Distribution 

	S/N
	Category
	Population
	Sampled Population
	Sampling Technique
	Data Collection Tool

	1
	Tax Compliance
	75
	54
	Convenience
	Questionnaire

	2
	EFDs
	45
	39
	Convenience
	Questionnaire

	
	Total 
	120 
	93
	
	


Source: research data, (2022).
3.7 Sampling Technique

The study adopted a convenience sampling so as to get respondents according to their availability and ease of access at the study area. According to this sampling technique, respondents are included into the sample based on their easy availability and willing ness to participate in the study (Stratton, 2021). The use of this sampling technique was driven by the fact that TRA staff are busy with their daily duties and responsibilities and therefore some of them were not be available for the study. Therefore, only those who were available and had time to take part in the study were selected. 
3.8 Data Collection Technique

The study adopted questionnaire as a data collection tool. A questionnaire is a research instrument consisting of a series of questions and other prompts for the purpose of gathering information from respondents (Grey, 2014).Given the quantitative nature of the study and the large sample size (93 TRA staff), questionnaire was seen as an appropriate tool for data collection from respondents since Peersman (2014) argues that a questionnaire is a better data collection tool for large samples. Therefore, a questionnaire is prepared in accordance to each variable and each specific objective to make sure all the required information on EFDs Transparency, EFDs Record keeping, EFDs Automation and Tax compliance are collected for analysis. 
The questions for each variable in the questionnaire were constructed as adapted from the variable measurements in the literature (figure 2.1). Therefore, each variable measurement had one question in the questionnaire. According to the conceptual framework above, each variable had four questions in the questionnaire. The questionnaires were personally administered by the researcher to TRA staff to make sure the right information is collected from the right respondents.
3.9 Validity and Reliability of Study Instruments

3.9.1 Validity

According to Lelissa (2018) validity is often defined as the extent to which an instrument measures what it asserts to measure. It assesses the extent to which the instrument measures what it is designed to measure. To ensure validity, 10 questionnaires were pre-tested by distributing them to participants, statisticians and colleagues, their opinions were positively considered and the instruments reviewed to make sure they bring the intended results.
3.9.2 Reliability

The reliability refers to a measurement that supplies consistent results with equal values. It measures consistency, precision, repeatability, and trustworthiness of a research (Chakrabartty, 2013).A reliability analysis using Cronbach’s alpha (α) was conducted to estimate the reliability of the predictor variables. Cronbach’s α analysis is a useful way of determining internal consistency and homogeneity of groups of items in tests and questionnaires (Burns & Burns, 2008). Ranges of Cronbach`s alpha value are α≦0.30 (Unreliable), 0.30＜α≦0.40 (Barely reliable), 0.40＜α≦0.50 (Slightly reliable), 0.50＜α≦0.70 (Reliable), 0.70＜α≦0.90 (Very reliable) and α＞0.90 (Strongly reliable). Therefore, the generally agreed upon lower limit for Cronbach’s α is 0.70. Thus, only those variables with a Cronbach`s alpha value of 0.7 and above were considered.
Table 3.2: Cronbach`s Alpha Results

	Variable
	Number of Items
	Cronbach`s Alpha Value
	Interpretation

	EFDs Transparency
	4
	0.770
	Predictor

	EFDs Record Keeping
	4
	0.910
	Predictor

	EFDs Automation
	4
	0.756
	Predictor

	Tax Compliance
	4
	0.908
	Predicted


Source: Researcher (2022)
Therefore, internal reliability of the 16 items’ scale was assessed. Items assessing EFDs Transparency and EFDs record keeping had alpha values of 0.770 and 0.910 respectively, items assessing EFDs Automation and Tax Compliance had values of 0.756 and 0.908 respectively. Therefore, it is evident that all the items had a cronbach`s alpha above the required Cronbach’s α of 0.70. This indicates that the research instrument and therefore the data collected were reliable. Table 3.1 shows the cronbach`s alpha values of all the items.
3.10 Data Analysis Technique

The collected data were recorded in the SPSS data sheet as they were generated from the questionnaires and processed to conduct the causal relationship approach to describe the existing relationship between the study variables to provide findings that assure the knowledge generation on the inquired facts. The demographic characteristics of respondents were analyzed through descriptive statistics and presented in frequency tables and figures (Cresswell, 2013). 
Additionally, the relationship between variables was established through multiple regressions. Since that is the case, regression analysis was used to describe the existing relationship between study variables. Multiple regression is a statistical technique that can be used to analyze the relationship between a single dependent variable and several independent variables (Peersman, 2014). The objective of multiple regression analysis is to use the independent variables whose values are known to predict the value of the single dependent value (Mc. Leod, 2013).Therefore, the model guiding the analysis is illustrated as follows. 

Y = βo + β1X1 + β2X2 + β3X3 + e 

Whereby;

Y = Tax Compliance

βo = Constant Factor

β1 = EFDs Transparency Coefficient

β2 = EFDs Record keeping Coefficient

β3 = EFDs Automation Coefficient

X1= EFDs Transparency 

X2= EFDs Record Keeping 

X3= EFDs Automation 

e = Random variable
3.11 Expected Results

In relation to the UTAUT model, the performance expectancy is the effectiveness of EFDs on enhancing tax compliance. Therefore, the effectiveness of EFDs in terms of transparency, record keeping and automation determines the level of tax compliance in Tanzania. Thus, the three independent variables, transparency, record keeping and automation were expected to positively influence the level of tax compliance.
3.12 Ethical Considerations

The study observed the ethics and standards to be followed as requirements whereas first the whole study was conducted in accordance to the Open University of Tanzania guidelines set in the prospectus. Despite that, the research undertaking was done in accordance to the permission that was granted by the university through the clearance letter. Similarly, information consent was secured from the respondents, prior data collection (Denzin & Lincoln, 2011).Moreover, the process of data collection took place while observing confidentiality of the respondents prior to the information they give in facilitating the accomplishment of the study (Fleming, 2018). Moreover, the anonymity of respondents was also guaranteed and observed (Fleming, 2018).

CHAPTER FOUR

FINDINGS AND DISCUSSION

4.1 Introduction

This chapter shows the analysis, presentation and discussion of findings gathered through questionnaires. The study assessed the effectiveness of EFDs on tax payer’s compliance. Specifically, the study assessed the effectiveness of EFDs transparency system on taxpayers` compliance; also, examined the effectiveness of EFDs record keeping on taxpayers` compliance and evaluated the effectiveness of EFDs automation on taxpayers` compliance. The quantitative data were collected from the TRA officials through questionnaires and analyzed through both, descriptive statistics as well as the multiple regressions analysis to establish the relationship between variables.  Therefore, the findings are presented in accordance to the specific objectives above; but the demographic characteristics of respondents are presented first.
4.2 Respondents` Demographic Characteristics

The respondents` demographic characteristics in terms of sex, age, education level and work experience were assessed and the findings were as presented below;
4.2.1 Respondents` Sex

The sex of respondents was assessed to measure the extent at which male and female perceive the effectiveness of EFDs on tax compliance. Findings of the study revealed that 64 respondents were male while 29 were female. This is equivalent to 68.8% of male and 31.2% of female. Therefore, majority of the respondents were male while few were female. However, the findings were expected since, there were more male TRA staff at Ilala office than female. Therefore, the sampled respondents were a true representation of the population. Also, the findings obtained represents the opinions from both male and female respondents. The findings are as indicated on table 4.1.
4.2.2 Respondents` Age

Respondents were also distributed by age category so as to get useful information in all age groups. Findings revealed that most of the respondents were aged between 28 - 37 years (47.3%) followed by those aged 38 – 47 years (22.6%), others were aged between 18 – 27 years (20.4%) and 48 years and above (9.7%). The age category shows to include majority of the young ages; this is the age at which majority of individuals work hard; therefore, it is expected that majority of the respondents were working hard to make sure there is high level of tax compliance. Moreover, the study included all the age groups and therefore having a good representative of a sample. The findings on respondents` age are as displayed in table 4.1.
4.2.3 Respondents` Education Level

The education level of respondents was also assessed to see the ability of the respondents to execute their duties and responsibilities in relation to tax compliance. Findings revealed that majority of the respondents had Bachelors` degree and above (39.8) and Diploma (39.8%) while the remaining had certificate level of education (20.4%). Therefore, majority of them had enough education to fulfill their responsibilities for high level of tax compliance. Additionally, all the available education levels were involved and thus the findings represent all the education levels at TRA Ilala office. Table 4.1 shows the respondents` education level.
4.2.4 Respondents` Work Experience

The study also examined the work experience of the respondents to measure how reliable they could be for the study since work experience shows how respondents can be reliable and can provide an informed judgment as far as tax compliance is concerned. Majority of them had an experience of 4 – 6 years (39.8%) followed by those having an experience of 7 years and above (32.3%); the rest had 1 – 3 years (24.7%) and less than a year (3.2%). It is evident that most of them had enough experience to provide reliable opinions on the study objectives. Table 4.1 indicates the findings of the study in relation to the demographic characteristics of the respondents;

Table 4.1 Respondents` Characteristics of Respondents

	Variable 
	Category
	Frequency
	Percentage

	Sex
	Male
	64
	68.8%

	
	Female
	29
	31.2%

	Age
	18 – 27 Years
	19
	20.4%

	
	28 – 37 Years
	44
	47.3%

	
	38 – 47 Years
	21
	22.6%

	
	48 Years and Above
	9
	9.7%

	Education Level
	Certificate
	19
	20.4%

	
	Diploma
	37
	39.8%

	
	Bachelor`s Degree and Above
	37
	39.8%

	Work Experience
	Less than a Year
	3
	3.2%

	
	1 – 3 Years
	23
	24.7%

	
	4 – 6 Years
	37
	39.8%

	
	7 Years and Above
	30
	32.3%


Source: Research Findings (2022)
4.3 The Effectiveness of EFDs Transparency System on Tax Compliance

The first objective of the study was to assess the effectiveness of EFDs transparency system on tax compliance. The study adopted a 5-point likert scale questionnaire ranging from 1 – strongly disagree to 5 – strongly agree. Therefore, respondents were asked to show their levels of agreement or disagreement on various EFDs transparency issues and the results are discussed below; On whether EFDs transparency makes easy transfer of data to TRA, majority of the respondents strongly agreed (50.5%) followed by those who agreed (26.9%) that EFDs transparency make easy transmission of data to TRA with an average value of 4.10. 
On the other hand, 6.5% strongly disagreed and 5.4% disagreed on the same and the remaining 10.8% were neutral. Results also discovered that EFDs offers irreversible date mechanism by tax payers. This was evidenced by majority of the respondents who strongly agreed (59.1%) followed by those who agreed (20.4%), while others disagreed (9.7%) and the rest were neutral (10.8%). The findings also had an average value of 4.29. Additionally, the study assessed whether the use of EFDs facilitates easy tax appeals by tax payers and discovered that in most cases yes there is easy tax appeals as all the information is available for the records (Mean =4.31). 
Table 4.2 Responses on EFDs Transparency System

	Statement 
	Responses
	SD
	D
	N
	A
	SA
	Mean

	EFDs transparency make easy transmission of data to TRA
	Frequency
	6
	5
	10
	25
	47
	4.10

	
	Percentage (%)
	6.5
	5.4
	10.8
	26.9
	50.5
	

	EFDs offers irreversible date mechanism by tax payers
	Frequency
	0
	9
	10
	19
	55
	4.29

	
	Percentage (%)
	0.0
	9.7
	10.8
	20.4
	59.1
	

	The use of EFDs facilitates easy tax appeals by tax payers
	Frequency
	5
	10
	0
	14
	64
	4.31

	
	Percentage (%)
	5.4
	10.8
	0.0
	15.1
	68.8
	

	The daily reports are easily seen by TRA as a result of EFDs use
	Frequency
	0
	1
	3
	28
	61
	4.60

	
	Percentage (%)
	0.0
	1.1
	3.2
	30.1
	65.6
	


Source: Research Findings (2022)
Most of the respondents strongly agreed (68.8%) and agreed (15.1%) on the fact while 10.8% disagreed and 5.4% strongly disagreed. Moreover, it was discovered that the daily reports are easily seen by TRA as a result of EFDs use since a mean value of 4.60 was obtained. This was supported by 65.6% of the respondents who strongly agreed and 30.1% who agreed; however, the same fact was opposed by only 1.1% of respondents who disagreed while 3.2% were neutral. Table 4.2 summarizes the findings;

4.4 The Effectiveness of EFDs Record Keeping on Tax Compliance

In the second objective the study examined the effectiveness of EFDs record keeping on tax compliance. A 5-point likert scale questionnaire ranging from 1 – strongly disagree to 5 – strongly agree. Thus, respondents were asked to show their levels of agreement on various record keeping mechanisms of EFDs; the study revealed that EFDs offer revenue record keeping by both TRA and tax payers (mean = 4.31); majority of respondents strongly agreed (65.6%) and agreed (16.1%); on the other hand, 5.4% disagreed and 5.4% strongly disagreed while 7.5% were undecided. The study also discovered that the tax records are easily seen by both TRA and tax payers through EFDs since the responses had a mean value of 4.32. These findings were derived from the responses where by most of the respondents strongly agreed (57%) and those who agreed (31.2%), however, 4.3% disagreed and 4.3% strongly disagreed while 3.2% were neutral.  

Furthermore, it was revealed that EFDs provides easy records management by TRA and tax payers; the fact was evidenced by majority of respondents who strongly agreed (58.1%) and those who agreed (26.9%) while others disagreed (5.4%) and strongly disagreed (4.3%) and the rest (5.4%) had a neutral ground. Also, the findings had a mean value of 4.29. The study further discovered that EFDs offer high memory capacity to store data for future use (mean = 4.39); this was evidenced by majority of respondents who strongly agreed (64.5%), and those who agreed (19.4%), nevertheless the same fact was opposed by 9.7% of respondents who disagreed while others were undecided (6.5%). Findings are portrayed in table 4.3 
Table 4.3: Responses on EFDs Record Keeping

	Statement
	Responses
	SD
	D
	N
	A
	SA
	Mean

	EFDs offer revenue record keeping by both TRA and tax payers
	Frequency
	5
	5
	7
	15
	61
	4.31

	
	Percentage (%)
	5.4
	5.4
	7.5
	16.1
	65.6
	

	The tax records are easily seen by both TRA and tax payers through EFDs
	Frequency
	4
	4
	3
	29
	53
	4.32

	
	Percentage (%)
	4.3
	4.3
	3.2
	31.2
	57
	

	EFDs provides easy records management by TRA and tax payers
	Frequency
	4
	5
	5
	25
	54
	4.29

	
	Percentage (%)
	4.3
	5.4
	5.4
	26.9
	58.1
	

	EFDs offer high memory capacity to store data for future use
	Frequency
	0
	9
	6
	18
	60
	4.39

	
	Percentage (%)
	0.0
	9.7
	6.5
	19.4
	64.5
	


Source: Research Findings (2022)
4.5 The Effectiveness of EFDs Automation on Tax Compliance

In the third specific objective, the study examined the effectiveness of EFDs automation on tax compliance. The study adopted a 5-point likert scale questionnaire ranging from 1 – strongly disagree to 5 – strongly agree. Findings revealed that the automation mechanism by EFDs is cost saving for TRA (mean = 4.28); most of the respondents strongly agreed (58.1%) and agreed (24.7%) on contrary few respondents disagreed (6.5%) and strongly disagreed (3.2%) while 7.5% were neutral. Apart from that, it was exposed that the EFDs automation mechanism offers audit trail for tax audit purposes since the responses had a mean value of 4.27. This was evident from most of the respondents who strongly agreed (60.2%) and those who agreed (20.4%); others disagreed (9.7%), strongly disagreed (2.2%) and the rest (7.5%) were undecided.
Table 4.4: Responses on EFDs Automation Service

	Statement
	Responses
	SD
	D
	N
	A
	SA
	Mean

	The automation mechanism by EFDs is cost saving for TRA
	Frequency
	3
	6
	7
	23
	54
	4.28

	
	Percentage (%)
	3.2
	6.5
	7.5
	24.7
	58.1
	

	The EFDs automation mechanism offers audit trail for tax audit purposes
	Frequency
	2
	9
	7
	19
	56
	4.27

	
	Percentage (%)
	2.2
	9.7
	7.5
	20.4
	60.2
	

	EFDs provides revenue collection effectiveness through automation
	Frequency
	0
	12
	4
	24
	53
	4.27

	
	Percentage (%)
	0.0
	12.9
	4.3
	25.8
	57
	

	Less manipulation can be made when EFDs are used
	Frequency
	3
	6
	6
	20
	58
	4.33

	
	Percentage (%)
	3.2
	6.5
	6.5
	21.5
	62.4
	


Source: Research Findings (2022)
It was further discovered that EFDs provides revenue collection effectiveness through automation as the findings were supported by 57% of the respondents who strongly agreed and 25.8% who agreed and mean response of 4.27. Others were against the fact, 12.9% disagreed and 4.3% were neutral. Additionally, it was revealed that less manipulation can be made when EFDs are used (62.4% strongly agreed and 21.5% agreed while 3.2% strongly disagreed and 6.5% disagreed while the remaining 6.5% were indifferent. The responses had a mean value of 4.33. Findings are indicated in Table 4.4. 

4.6 Multiple Regressions on the Effectiveness of EFDs on Tax Compliance

A multiple regression analysis was conducted to measure the relationship between independent variables EFDs transparency, EFDs record keeping and EFDs automation with the dependent variable the Tax compliance. Multiple regressions analysis is a technique for estimating the value on the criterion variable from values on two or more other variables (Burns & Burns, 2008). However, before conducting multiple regression, model fitness test, multicollinearity test, normality test and heteroscedasticity test were conducted and their results are as presented below;
4.6.1 Multiple Regression Diagnostic Tests

4.6.1.1 Model Fitness Test

A model fitness test was conducted through the analysis of Variance (ANOVA). This shows the extent to which the model explains the dependent variable Tax compliance. By considering the sum of squares in Table 4.5 below it is indicated that the model can explain Tax compliance to the extent of 63.735 which is 76.7% while other variables than EFDs transparency, EFDs record keeping and EFDs automation can explain Tax compliance to the extent of 23.3%. The F value of the model produces a p-value of 0.000 which is less than the set level of significance of 0.05 for a normally distributed data. The P-value of 0.000 for the F-statistics is significantly supporting the validity and stability of the model of the study.  This means that the model is highly significant in explaining the dependent variable Tax compliance. Results are shown on Table 4.5 below;

Table 4.5: Model Fitness Test by ANOVA

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	63.735
	3
	21.245
	97.896
	0.000

	
	Residual
	19.314
	89
	0.217
	
	

	
	Total
	83.050
	92
	
	
	


Source: Research Findings (2022)
4.6.1.2 Multicollinearity Test

Multicollinearity happens when independent variables are highly correlated with each other to the extent that they can affect the accuracy of regression analysis results in the model and becomes a challenge to rely on the results obtained. Sdenmund, (2011) asserts that Multicollinearity is a condition where the explanatory variables are virtually linear dependent. Variance Inflation Factor (VIF) was used to measure the extent to which independent variables (EFDs transparency, EFDs record keeping and EFDs automation) are correlated to the extent that they can adversely distort the results. 
The Variance Inflation Factor (VIF) was used to support the validity of the regression results. According to Gujarati (2004) VIF below 10 suggests that, there is no multicollinearity. On the other hand, the VIF value which is above 10 indicates that, a collinearity problem exists and further investigation is recommended such as those variables which are much correlated or lead to multicollinearity to be removed or replaced with other variables in order to obtain accurate results. Table 4.6 shows the results which were used to test multicollinearity among the independent variables.
Table 4.6 Multicollinearity Test

	Variable
	Collinearity Statistics

	
	Tolerance
	VIF

	EFDs Transparency
	0.289
	3.460

	EFDs Record Keeping
	0.227
	4.406

	EFDs Automation
	0.173
	5.784


Source: Research Findings (2022)
Table 4.6 shows that EFDs transparency has a VIF of 3.460; EFDs record keeping has a VIF of 4.406 and EFDs automation has a VIF of 5.784. Therefore, all the three independent variables had VIF values of less than 10 implying that there is no multicollinearity problem among the independent variables.
4.6.1.3 Normality Test

A normality test was also conducted to measure if the data were normally distributed before running multiple regressions. Therefore, a Shapiro-Wilk test was conducted to test for normality. As indicated in table 4.7 below. All the variables had a significant value of 0.000. Therefore, all the variables had significant Shapiro-Wilk test at 0.005 and thus were normally distributed as indicated in table 4.7 hereunder;

Table 4.7: Normality Test

	Variable
	Kolmogorov-Smirnov
	Shapiro-Wilk

	
	Statistic
	df
	Sig.
	Statistic
	df
	Sig.

	EFDs Transparency
	0.234
	93
	0.000
	0.782
	93
	0.000

	EFDs Record Keeping
	0.264
	93
	0.000
	0.700
	93
	0.000

	EFDs Automation
	0.285
	93
	0.000
	0.762
	93
	0.000

	Tax Compliance
	0.322
	93
	0.000
	0.688
	93
	0.000


Source: Research Findings (2022)
4.6.1.4 Heteroscedasticity Test

Heteroscedasticity test using scattered plots was conducted to see if there is a heteroscedasticity problem before running a multiple regression. The results of the scattered plots are as presented in figure 4.1 The results of heteroscedasticity above indicate that the scattered plots do not have any pattern. This indicates that there is no heteroscedasticity problem and therefore the multiple regression analysis can be conducted. 
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Figure 4.1: Heteroscedasticity Test

Source: Research Findings (2022)

4.6.2 Multiple Regression Model Summary

The multiple regression between independent variables (EFDs transparency, EFDs record keeping and EFDs automation) and the dependent variable (Tax compliance) was conducted to determine the extent at which independent variables influence the dependent variable. Therefore, the standard multiple regressions were used to test if the three independent variables (EFDs transparency, EFDs record keeping and EFDs automation) significantly predict the dependent variable (Tax compliance). The results of the multiple regressions indicated that there is a correlation of 87.6% (R = 0.876) between the three independent variables and the dependent variable. Results also indicated that the three predictors explained 76.7% of the variation in ROA (R2= 0.767). Findings are as presented on table 4.6 
Table 4.8: Multiple Regression Model Summary

	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	0.876
	0.767
	0.760
	0.46585


Source: Research Findings (2022)
4.6.3 Multiple Regression Coefficients

The extent at which each independent variable influences the dependent one was assessed by the multiple regression coefficients and the p-values which indicate the strength of the relationship. The multiple regression coefficients and the p-values are indicated on table 4.9 

Table 4.9: Multiple Regression Coefficients

	
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	β
	Std. Error
	Beta
	
	

	(Constant)
	-0.278
	0.277
	
	-1.003
	0.319

	EFDs Transparency
	0.266
	0.112
	0.227
	2.384
	0.019

	EFDs Record Keeping
	0.117
	0.108
	0.117
	1.088
	0.280

	EFDs Automation
	0.679
	0.146
	0.572
	4.652
	0.000


Source: Research Findings (2022)

Therefore, the results from Table 4.9 above can be displayed in the multiple linear regression equation as below;

Y = βo + β1X1 + β2X2 + β3X3 + e 

Where;

Y = Tax Compliance, βo = Constant Factor, β1 = EFDs Transparency Coefficient, β2 = EFDs Record keeping Coefficient, β3 = EFDs Automation Coefficient, X1=EFDs Transparency, X2=EFDs Record Keeping, X3=EFDs Automation and e = Random variable

Y = -0.278 +0.266 X1 + 0.117 X2 + 0.679 X3
Findings revealed that there is a positive significant relationship between EFDs transparency and tax compliance; a unit change in EFDs transparency leads to 0.266 change in tax compliance. It indicates that when EFDs transparency increases, tax compliance also increases. Furthermore, findings revealed that EFDs transparency has a significant impact on tax compliance since it had a p-value of 0.019 which is less than the level of significance of 0.05. 
The findings answer a research question one which was about the effectiveness of EFD`s transparency on tax compliance. Therefore, according to the findings, EFD`s transparency is effective in enhancing tax payers` compliance. The findings are also in line with the UTAUT theory which examined people's actions and their ability to embrace new technologies. The theory measures the acceptability of technology by users. In the light of this study, the findings have revealed that tax payers have adopted EFD`s for the sake of transparency and the system has enhanced the tax compliance by tax payers. 
The findings were similar with those obtained by Lubua (2017) who performed a research in Tanzania to demonstrate how e-transparent services handle the difficulty of voluntary tax compliance by SMEs. The study revealed that transparency enhances tax compliance. Similarly, in the study done in Uganda by Nkote and Luwugge (2018) investigating the impact of transparency on customs tax management. Findings revealed that compliance is highly enhanced by tax transparency. 
Also, Lyimo and Makilully (2022) discovered a statistically significant positive association between tax information transmission using EFDs and revenue collection as well as a positive relationship between tax compliance using EFDs and revenue collection. Additionally, the study discovered a statistically significant link between the effectiveness and efficiency of EFDs and revenue collection. However, different findings were obtained by Malima, Pillay and Obalade (2019) who looked at tax compliance in a developing economy setting in an EFD-enabled system. Findings revealed that, perceived transparency, and the rate of EFD usage had no influence on tax compliance. This implies that the level at which EFDs transparency influence tax compliance also depends on other factors such as administration of EFDs which is different from one place to another. 
Findings of the study also revealed that EFDs record keeping had a positive impact on tax compliance. Findings show that EFDs record keeping and tax compliance were positively related to the extent of 0.117. This implies that as the EFDs record keeping increases, tax compliance also increases. However, the relationship was found to be insignificant since the p-value of 0.280 was produced; this is higher than 0.05%. The findings provide answers to research question two which asked about the effectiveness of EFD`s record keeping on tax compliance by taxpayers. According to the findings, the EFDs record keeping function is not effective in enhancing tax compliance, however, it positively influences tax compliance. Therefore, in relation to the UTAUT theory, EFDs are not mainly adopted for the purpose of record keeping, but for other reasons such as transparency and automation of transactions for tax purposes. 
The findings were similar to those obtained by Feisal (2020) who evaluated the effectiveness of EFDs in improving tax revenue collection and company operations in Ilala Municipal. According to the findings, the most commonly touted benefit of EFDs is the ability to maintain records for up to five years. Similarly, Byabato (2017) looked at how entrepreneurs perceive and use electronic fiscal devices, using the Dodoma municipality as an example. Findings of the study indicated that, the majority of entrepreneurs had favourable opinions of the EFD because of among other reasons, record keeping. Swai (2017) also investigated the successful administration of sales and tax collection in the Ilala Region using EFD machines in Tanzania. It was discovered that traders were able to effectively control their sales by utilising EFD machines. 
Furthermore, findings revealed that EFDs automation had a positive impact on tax compliance with a regression coefficient of 0.679 indicating that an increase in EFDs automation leads to an increase in tax compliance. The relationship was also significant with a p-value of 0.000 implying that EFDs automation is a significant predictor of tax compliance. Therefore, the findings answer the third research question which was about the effectiveness of EFDs automation on tax compliance. In light of these findings, the EFDs automation is effective in enhancing tax compliance. EFDs automation was found to be the most effective factor on enhancing tax compliance. Therefore, based on the UTAUT theory, technology such as EFD machines were adopted for the purpose of automating transactions for tax purposes. That way, tax compliance is also enhanced. 
Similarly, Mmanda (2019) found that automating EFDs streamlines the clearing of valid commerce, enhances the effectiveness of taxation controls, and ensures revenue collection in his research. Additionally, the research by Martin et al. (2020) attempted to determine the efficiency of ETRs in the processing of VAT returns. Many aspects of Kenya's economy have altered over the last four decades, but it has also had to contend with the challenges that plague emerging-market tax regimes. Monthly VAT returns are submitted on time for a variety of reasons. One of the factors that influences this is ETR. Furthermore, the deployment of ETR has helped the company to save costs related with VAT processing. 
According to the study, ETRs have increased revenue collection as a result of good sales and stock audits. According to a fourth research, ETRs were found to be cost-effective and helpful to the company when it came to completing VAT returns on a regular basis. Also, the influence of system automation on tax collection at Kenya Revenue Authority was investigated by Gitaru (2017). The study discovered that following the implementation process, the number of transactions grew dramatically, implying that a large number of imported consignments were processed and went through the Centralised Document Processing Center. 

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This is the last chapter of the study. The chapter provides a summary of the study, conclusion as per each specific objective and the recommendations based on the findings above. 
5.2 Summary of Findings

The study assessed the effectiveness of EFDs on tax payer’s compliance. Specifically, the study assessed the effectiveness of EFDs transparency system on taxpayers` compliance; also, examined the effectiveness of EFDs record keeping on taxpayers` compliance and evaluated the effectiveness of EFDs automation on taxpayers` compliance. 
Regarding the first specific objective, findings revealed that there is a positive significant relationship between EFDs transparency and tax compliance; a unit change in EFDs transparency leads to 0.266 change in tax compliance. It indicates that when EFDs transparency increases, tax compliance also increases. Furthermore, findings revealed that EFDs transparency has a significant impact on tax compliance since it had a p-value of 0.019 which is less than the level of significance of 0.05. 
In the second specific objective, findings of the study also revealed that EFDs record keeping had a positive impact on tax compliance. Findings show that EFDs record keeping and tax compliance were positively related to the extent of 0.117. This implies that as the EFDs record keeping increases, tax compliance also increases. However, the relationship was found to be insignificant since the p-value of 0.280 was produced; this is higher than 0.05%.  
In light of the third specific objective, findings revealed that EFDs automation had a positive impact on tax compliance with a regression coefficient of 0.679 indicating that an increase in EFDs automation leads to an increase in tax compliance. The relationship was also significant with a p-value of 0.000 implying that EFDs automation is a significant predictor of tax compliance.
5.3 Implication of the Study
5.3.1 Implications for Policy Makers 

The findings have positive implications to policy makers and reviewers since the findings have shown that adoption of technology in tax collection influences its compliance. Therefore, policy makers should put more efforts on developing and reviewing tax policies in enhancing tax compliance.  Thus, the findings can be used by policy makers and reviewers to review the available policies and enhance the use of technology in tax collection to enhance tax compliance. 
5.3.2 Implication for the Industry

The findings imply that the TRA can enhance tax enforcement to better collect taxes through EFDs. The government will also benefit from the findings because the recommendations are helpful for TRA in improving tax collections, putting the government in a position to carry out various activities and development projects thanks to the higher level of revenue. As a result, the GDP level can be raised. Additionally, the findings are important to policymakers, particularly with regard to tax policies. 
5.3.3 Implications for the Academics

The findings adds to the available scanty literature on the impact of EFDs on tax compliance. This is from the fact that the available literature doesn’t agree if EFDs enhance tax compliance or not. Therefore, this study adds to the positive side of EFDs on tax compliance. The findings also are in support of the UTAUT model which suggest a positive effect of technology on an endeavor. 
5.4 Conclusion

The transparency system of EFDs has a significant impact on tax compliance by taxpayers. This is from the fact that through the use of EFDs taxpayers automatically become transparent to the TRA about their taxable incomes. The transparency in terms of transmission of data to TRA, irreversible transaction date mechanism, easy tax appeals by taxpayers and automatic issuing of daily reports makes taxpayers be transparent and hence compliant to the tax laws and procedures. The record keeping function of EFDs is also crucial but not significant to tax compliance. This is from the fact that the EFD has an ability of keeping records for as long as five years. This makes it easy for tax assessment procedures. Apart from that the high memory capacity of EFDs influences storing of revenue records, keeping tax records, records management. However, despite EFDs positive contribution tax compliance, its influence is insignificant.
The automation capacity of EFDs is also significant in enhancing tax compliance by tax payers. This is from the fact that it makes it cheaper to comply with the tax laws and procedures. Apart from that it provides a tax audit trail and boost the system effectiveness. Also, the manipulation of taxable income is minimal as a result of EFDs automation mechanism. In light of this, EFDs automation becomes a significant part for enhancing tax compliance by taxpayers. 
5.5 Recommendations

Based on the findings, the study came up with different recommendations as follows;

First, since EFDs were found to be significant in enhancing tax compliance; the study recommends that TRA should enhance the use of EFDs by tax payers since there are majority of them who are not using EFDs and therefore, the tax compliance is low. Increasing the use of EFDs by TRA would mean that tax compliance will be enhanced. Secondly, since the use of EFDs enhances tax compliance; TRA should enhance its administration; this includes offering the devices for free so that even those SMEs who can’t afford to buy would have them for tax compliance purposes. Additionally, the administration on making sure the devices are used properly should also be enhanced. 
5.6 Limitations of the Study

This study only considered three constructs of EFDs, which are transparency, record keeping and automation. These are were considered from the tax collectors perspective (EFDs). However, the adoption of EFDs is a function of many other external variables. Therefore, the study was limited to the tax collectors’ perspective, however, if there could be more time, the study could have focused on the tax payers` variables such as perceptions, attitudes, facilitating conditions, and ease of use of EFDs. 

5.7 Areas for Further Study

The study was conducted at Dar es Salaam, Ilala TRA office, therefore, the context of the study was in urban areas. Therefore, the findings of this study are based on the urban context. It is recommended that other studies be conducted in rural areas, focusing on the determinants of tax compliance as far as EFDs are concerned. 
REFERENCES

Byabato, W. (2017). Perceptions and adoption of using electronic fiscal devices among entrepreneurs: a case of Dodoma municipality. Dodoma: The University of Dodoma.

Casey, P. & Castro, P. (2015). Electronic Fiscal Devices (EFDs) an Empirical Study of their Impact on Taxpayer Compliance and Administrative Efficiency (No. 15-73).

Chakrabartty, S. N. (2013). Best Split-Half and Maximum Reliability. IOSR Journal of Research & Method in Education, 3(1), 1-8.

Chege, A., Kiragu, N., Lagat, C., & Muthoni, G. (2015). Effect of Electronic Fiscal Devices on VAT Collection in Tanzania: A Case of Tanzania Revenue Authority. European Journal of Business and Management, 7(33), 125-133.

Denzin, N., & Lincoln, Y. (2011). The SAGE handbook of qualitative research. Thousand Oaks, CA: SAGE.

Eilu, E. (2018). Adoption of electronic fiscal devices (EFDs) for value-added tax (VAT) collection in Kenya and Tanzania: A systematic review. The African Journal of Information and Communication (AJIC), 22, 111-134.

Feisal, A. (2020). Assessing the Efficiency of Electronic Fiscal Devices in Enhancing Tax Revenue Collection and Business Operations in Tanzania: A Case of Ilala Municipality. Masters Dissertation. Mzumbe University.

Fleming, J. (2018). Recognizing and resolving the challenges of being an insider researcher in work-integrated learning. International Journal of Work-Integrated Learning, 19(3), 311-320

Gitaru, K. (2017). The Effect of Taxpayer Education on Tax Compliance in Kenya: a case study of SME's in Nairobi Central Business District. MPRA Paper No. 80344.

Hoffman, B. D., & Gibson, C. C. (2009). Political Accountability and Public Service Provision in Africa: Zambia and Tanzania. Indiana, Indiana University.

Kapera, O. M. (2017). Assessment of effectiveness of electronic fiscal devices (EFDs) in tax collection in Tanzania: A case of Arusha City Council. Master’s Dissertation, Master of Business Administration, Open University of Tanzania, Dar es Salaam.

Kira, A.R. (2016). The Perceptions of Taxpayers on the Adoption of Electronic Fiscal Devices (EFDs) in Revenue Collection in Tanzania: The Case of Dodoma. International Journal of Academic Research in Business and Social Sciences 6 (12), 39- 55.

Kochanova, A., Hasnain, Z. and Larson, B. (2018) ‘Does E-Government Improve Government Capacity? Evidence from Tax Compliance Costs, Tax Revenue, and Public Procurement Competitiveness’, The World Bank Economic Review. doi: 10.1093/wber/lhx024.

Lelissa, T.B. (2018). Research Methodology. University of South Africa, PHD Thesis.

Lubua (2017). How e-transparent services address the challenge of voluntary tax compliance by SMEs in the Republic of Tanzania. 64. 123-126.

Lyimo, B.J and Makilully, M.H (2022). Impact of Electronic Fiscal Devices towards Revenue Collection in Tanzania. Olva Academy – School of Researchers, 4 (1), 96 – 104

Malima A. E. (2020). The effectiveness of electronic fiscal devices in ensuring tax compliance among small business owners of Arusha-Tanzania (PhD Thesis). University of KwaZulu-Natal, South Africa. Retrieved from https://ukzndspace.ukzn.ac.za/bitstream/handle/10413/19862/Malima_Agnes_Elson_2021.pdf?sequence=1&isAllowed=y.
Malima, A.E., Pillay, S and Obalade, A.A (2019). Tax compliance in an EFD-enabled environment: Evidence from a developing economy. Accounting and Financial Control, 3(1), 53-68.

Mandari, H., Koloseni, D. and Nguridada, J. (2017). Electronic Fiscal Device (Efd) Acceptance for Tax Compliance among Trading Business Community in Tanzania: The Role of Awareness and Trust.International Journal of Economics, Commerce and Management United Kingdom, 3(3), 142–158.

Martin, A. (2020). Assessment of the effectiveness of ETRs in the processing of VAT returns. European Journal of Business and Innovation Research, 55., 13- 22.
McLeod M. (2013). A knowledge networks conceptual framework. International Network of Business and Management Journals

Momani, A. M. (2018). Adoption of Acceptance Theory and Social Commerce Use (TAUSC Model) for Consumer Behaviour. Al-Madinah International University.

Momani, A. M., & Jamous, M. M. (2017). The Evolution of Technology Acceptance Theories. International Journal of Contemporary Computer Research, 1(1), 51–58.

Nkote and Luwugge (2018). Effect of automation and customs tax administration in the case of Uganda. African Journal of Business Management 53. 2291-2118.

PCCB. (2018). A Micro Study on the Effectiveness of EFDs in Improving Tax Compliance in Tanzania, Dar Es Salaam.

Peersman, G. (2014). Overview: Data Collection and Analysis Methods in Impact Evaluation. Methodological Briefs Impact Evaluation No. 10, UNICEF.

Sondakh, J. J. (2017). Behavioral intention to use e-tax service system: An application of technology acceptance model, European Research Studies Journal, 20(2), 48–64.

Stratton S.J (2021). Population Research: Convenience Sampling Strategies. Prehospital and Disaster Medicine 36(4). 1-2.

Venkatesh, V., Morris, M. G., Davis, G. B., & Davis, F. D. (2003). User Acceptance of Information Technology: Toward a Unified View. Management Information Systems Quarterly, 27(3), 425–478.

Yang, H, and Yoo, Y. (2004). It’s All about Attitude: Revisiting the Technology Acceptance Model, Decision Support Systems, 38. 19-31.

APPENDICES

Appendix I: Questionnaire

Dear Respondent,

Thank you for agreeing to participate in this research study. My name is Salim Ngailo, pursuing a Master’s Degree in Business Administration (MBA) at the Open University of Tanzania. I am conducting a study to assess The Effectiveness of Electronic Fiscal Devices (EFDs) on Enhancing Tax Compliance in Tanzania, A Case of TRA Ilala Dar Es Salaam. This study is for partial fulfillment of the degree mentioned above. Therefore, the study is for academic purposes only, thus your response will be treated only for the purpose of this study. Please be free to respond to this questionnaire, in case of any questions, feel free to contact me.
Section A: Respondents Demographics

Please cycle the correct answer

1. What is your Gender?

a. Male 
b. Female 

2. What is your age range?

a. 18-27 years 
b. 28-37 years 

c. 38-47
c. 48-57
d. 58 Years and Above

a. What is your education level?

b. Secondary 
b. Certificate

c. Diploma 
   d. Bachelor`s Degree
e. Masters` Degree and Above

3. Work Experience?

a. Less than a year 
b. 1 – 3 Years 

c. 4 – 6 Years 

d.  7-9 Years

e. 10 Years and Above

Section B: Effectiveness of EFDs on Tax Compliance

The following table has statements about effectiveness of EFDs on tax compliance. Rate your agreement with each of the statement by using the scale provided in the table below. Rank 1 = Strongly Disagree (SD), 2=Disagree (D), 3= Neutral (N), 4=Agree (A) and 5=Strongly Agree (SA).

	No
	STATEMENTS
	SD
	D
	N
	A
	SA

	
	EFDs TRANSPARENCY
	
	
	
	
	

	1
	EFDs transparency make easy transmission of data to TRA
	
	
	
	
	

	2
	EFDs offers irreversible date mechanism by tax payers
	
	
	
	
	

	3
	The use of EFDs facilitates easy tax appeals by tax payers
	
	
	
	
	

	4
	The daily reports are easily seen by TRA as a result of EFDs use
	
	
	
	
	

	
	EFDs RECORD KEEPING
	
	
	
	
	

	5
	EFDs offer revenue record keeping by both TRA and tax payers
	
	
	
	
	

	6
	The tax records are easily seen by both TRA and tax payers through EFDs
	
	
	
	
	

	7
	EFDs provides easy records management by TRA and tax payers
	
	
	
	
	

	8
	EFDs offer high memory capacity to store data for future use
	
	
	
	
	

	
	EFDs AUTOMATION
	
	
	
	
	

	9
	The automation mechanism by EFDs is cost saving for TRA
	
	
	
	
	

	10
	The EFDs automation mechanism offers audit trail for tax audit purposes
	
	
	
	
	

	11
	EFDs provides revenue collection effectiveness through automation
	
	
	
	
	

	12
	Less manipulation can be made when EFDs are used
	
	
	
	
	

	
	TAX COMPLIANCE
	
	
	
	
	

	13
	Registration of the taxpayers has been convenient as a result of EFDs 
	
	
	
	
	

	14
	Filling in tax returns are made easy through the use of EFDs
	
	
	
	
	

	15
	EFDs facilitates timely payment of tax liabilities
	
	
	
	
	

	16
	Submission of complete tax information is made easy through EFDs
	
	
	
	
	


THANK YOU
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