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Abstract 
World over, taxpayers’ resistance, underutilization and reluctance to use 
e-services remain a great concern and still plague various tax agencies which 
are embracing electronic tax services. This study set out to investigate the ef-
fects of these electronic services on revenue collection and tax compliance 
among Small and Medium Enterprises in urban Zambia. The study also 
sought to identify factors that influence the acceptance and use of electronic 
services among SMEs using the Unified Theory of Acceptance and Use of 
Technology (UTAUT) Model. The study employed a descriptive research de-
sign where 400 questionnaires were administered to purposively sampled 
SMEs in the Copper belt and Lusaka provinces. The data collected was ana-
lyzed using the social package for statistical sciences software (SPSS) descrip-
tive and correlation analysis. The descriptive analysis revealed that there has 
been a significant increase in revenue collection and tax compliance among 
SMEs since the introduction of these e-services. This was validated by results 
from correlation analysis which gave a correlation coefficient of 0.157 and a 
p-value of 0.017, which was deemed to be statistically significant because it 
gave a p-value less than 0.05. The study also shows that Performance Expec-
tancy, Effort Expectancy and Social Influence affect SMEs’ behavioral inten-
tion to use eservices. Further, only Behavioral Intentions of SMEs significant-
ly affect their use behavior of e-services. 
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1. Introduction 

There is an increasing need by governments to collect more revenue by way of 
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taxes to face the increasing financial expenditures budgeted by the country. Au-
tomated systems have been proven to be capable of introducing massive effi-
ciencies to business processes that can result in increased revenue collections [1]. 
Revenue administration modernization has a positive impact on the cost of tax 
administration and effectiveness of revenue collection. The Zambian govern-
ment embarked on a modernization program for the Zambia Revenue Authority 
(ZRA). In 2013, they launched an ICT based business solution called Tax Online 
for the Domestic Taxes Division. The ZRA then introduced electronic payments 
in 2014 to help taxpayers pay their taxes electronically. These systems were 
aimed at reducing the cost of tax compliance on the part of taxpayers, provision 
of better services to taxpayers and increased tax compliance among taxpayers 
which would in turn increase revenue collection. Despite all the efforts aimed at 
developing better and easier electronic tax filing system, the system still remains 
unnoticed by the public, especially small business owners. This is demonstrated 
by the long queues observed at ZRA offices for return filing and payment during 
peak periods.  

The paper looks at the effects of e-services on revenue collection and tax com-
pliance among Small and Medium Enterprises (SMEs) in urban Zambia. The 
study further examines the applicability of the Unified Theory of Acceptance 
and Use of Technology (UTAUT) model in Zambia. The rest of the paper is ar-
ranged as follows: in Section 2, the literature review is given. In Section 3, the 
research methodology is presented. The research results and conclusions are 
given in Sections 4 and 5 respectively. 

2. Literature Review 

Defining SMEs is problematic because of their diversity. Different writers adopt 
different definitions based on the criteria appropriate for their study. It is often 
said and believed that SMEs significantly differ from large firms in terms of their 
financial decisions and behavior. In Zambia, SMEs are usually defined as any 
business whose annual turnover is less than K 800,000 (approximately US 
$61,500). This is the definition the researcher adopted for the study. SMEs 
largely operate in the informal sector and create significant employment in addi-
tion to generating significant output. Because they operate from the informal 
sector, tax compliance among SMEs has been low. Developing countries contin-
ue to face challenges of tax evasion and non-compliance in the informal sector 
[2]. It is for this reason that ZRA embarked on tax reforms. 

E-services refer to the online tax systems where taxpayers are able to interact, 
negotiate and pay their taxes. Like all other tax reforms, e-services were imple-
mented to enhance performance in revenue administration by: providing readily 
accessible historical data because the system is web based; reducing errors, 
processing times and costs; improving taxpayer service and promoting voluntary 
compliance and hence increasing revenue collections—largely by making it 
more user friendly and convenient to file tax returns and pay any amounts due; 
minimizing rent seeking opportunities by decreasing the level of interaction be-
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tween taxpayers and revenue administration staff; and aiding better deci-
sion-making [3] [4]. A study was done on e-tax systems adoption in Zambia. 
This study showed that e-tax is useful, easy to use and secure [5]. Another study 
was conducted on the Influence of Electronic Tax Filing System on Tax Com-
pliance and Tax Collection, this study set out to investigate the influence of the 
electronic tax filing system on tax compliance and tax collection. Findings from 
the study show that the electronic tax filing system has the potential of increas-
ing tax compliance and revenue collection [6]. Findings from a similar study in-
dicated that 75% of the respondents were of the opinion that electronic tax reg-
ister machines have helped to curb cases of tax evasion, 86% of the respondents 
were of the opinion that electronic tax register has helped increase revenue col-
lection due to their efficient nature [7]. 

Tax compliance has been defined as paying taxes on time and timely reporting 
of correct tax information [8]. Therefore, tax compliance means seeking to pay 
the right amount of tax in the right place at the right time. Where right means 
that the economic substance of the transaction undertaken coincides with the 
place and form in which they are reported for tax purposes. Tax compliance is 
categorized into three multi-faceted components; return filling, reporting correct 
assessments and making correct payments on time [9]. Tax compliance is the 
value of the taxpayer’s own time and resources along with any out of pocket 
costs paid to the tax preparers and other advisors, invested to ensure compliance 
with the laws [10]. It is asserted that tax compliance is the provision of tax in-
formation at the proper time and ensuring returns accurately report tax liability 
[11]. 

A number of technology acceptance models and theories have been applied to 
different phenomena and varying cultural settings in many studies, producing 
varying results. For example, in a study on the factors driving the adoption of 
E-banking services in Zambia based on the UTAUT Model, it was revealed that 
the UTAUT factors; performance expectancy, effort expectancy, facilitating con-
ditions and behavior intention have a significant impact in the adoption of 
e-banking services. Social influence was non-significant to the user’s intention to 
adopt e-banking services [12]. Some of the results from these studies are consis-
tent with the original postulations while others contradict them. Eight technolo-
gy acceptance models were combined by Venkatesh et al. to formulate the 
UTAUT model [13]. It is often argued that the UTAUT model is able to explain 
70% of the variance in usage intention, which is significant compared to the ac-
tual eight models used to build it. There is still lack of research about the effects 
of e-services on revenue collection and tax compliance. Further there is no re-
search on the applicability of the UTAUT model on the adoption of e-services by 
SMEs in urban Zambia. This research plans to fill these gaps. 

3. Methodology 

The research adopted the descriptive research design to help analyze the rela-
tionship between e-services and tax compliance. The study population was 
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composed of 127,510 SMEs registered with ZRA and based in urban areas. Lu-
saka and Ndola cities were specifically sampled for this study as they accounted 
for 49% of these SMEs. Due to the nature of the study, the purposive sampling 
technique was employed. The sample size was determined using the Taro Ya-
mane (1967) formula which gives a 95% confidence level. The formula is as 
shown:  

( )21n N N e= +                         (1) 

where; n = the required sample size, N = the number of SMEs in the population 
and e = the allowable error (%). Substituting numbers in the formula gives us: 

( )2127510 1 127510 0.05N = + ×                  (2) 

A total of 400 questionnaires were distributed to SMEs in Lusaka and Ndola 
out of which a positive response on 229 was received for analysis. The researcher 
considered this as a success since it represented 57% of the sample size that was 
selected for the study. A response rate of 50% is adequate, any response not ex-
ceeding 60% and greater than 50% is good, and a response rate above 69% is 
very high [14]. Data analysis was undertaken using the Statistical Package for 
Social Scientists (SPSS) software where the hypotheses of the study were tested. 
Correlation and descriptive analysis were used to test the effects of e-services on 
tax compliance and revenue collection among SMEs in urban Zambia. 

3.1. Research Model 

The research also sought to determine the applicability of the UTAUT model on 
SMEs’ intention to accept and use e-services for their tax obligations. The model, 
developed by Venkatesh et al. in 2003 has four independent variables and two 
dependent variables. The model also has what its authors referred to as mod-
erating variables; however, these have been excluded in this study (Figure 1). 

3.2. Research Hypotheses 

The researcher used the following research hypotheses: 
 

 
Figure 1. The proposed research model based on the UTAUT model by Venkatesh et al. 
(2003). 
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 H1: Effort expectancy positively influences behavioral intentions for SMEs to 
use e-services. It is expected that increased levels of ease of use of e-services 
will increase the behavioral intention to use e-services hence this hypothesis. 

 H2: Performance expectancy positively influences SMEs’ behavioral intention 
to use e-services. It is expected that an efficient and more productive system 
will increase the behavioral intention to use e-services hence the hypothesis. 

 H3: Social influence conditions positively influence behavioral intentions for 
SMEs to use e-services. A person’s behavioral intention to use e-services de-
pends on how they are viewed by others hence this hypothesis. 

 H4: Facilitating conditions directly influence SMEs’ use behavior of e-services. 
It is generally expected that consistent support to SMEs on the use of 
e-services will directly influence their use behavior hence this hypothesis. 

 H5: Behavior intentions directly influence SMEs’ usage behavior of e-services. 

3.3. Model Testing 

Pearson’s correlation analysis was used for hypothesis testing. This was done 
using SPSS to test if there is a linear relationship between the dependent and in-
dependent variables. A Sig value below 0.05 indicates that there is a significant 
relation between the dependent and independent variable whereas a Sig value 
above 0.05 indicates that there is no relationship between the dependent and in-
dependent variable. 

4. Results 

Analysis of Demographics 
From the data that was collected, 36% of the respondents were female and 

64% were male. This shows that both genders were well represented in the sam-
ple (Figure 2). 

To evaluate the reliability of the questionnaire responses, the researcher 
sought to establish the education level of the respondents. 88% of them had been 
through tertiary education and 7% through secondary education. This shows 
that the responses can be relied on (Figure 3). 

From the research data, 51% of the respondents indicated that they have been 
in business for more than three years. 34% had only been in business for one 
year or less and 15% had been in business for two to three years. Additionally, 
41% of the respondents had used e-services for more than 18 months, 30% had 
used them for six to eighteen months and 29% had used e-services for less than 
six months. This indicated that most of the respondents were acquainted with 
ZRA e-services (Figure 4 and Figure 5). 

Effects of e-services on revenue collection and tax compliance 
In order to establish the effects of e-services on tax compliance among SMEs, 

using a Likert Scale, the researcher asked the tax payers to indicate their views on 
whether e-services have improved tax compliance. The scale was done on a 
range from A to E; with A being Strongly Agree, C being the Midpoint while E 
was Strongly Disagree. The results are presented in Table 1. 
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Figure 2. Gender distribution. 

 

 
Figure 3. Education level. 

 

 
Figure 4. Duration in business. 

 

 
Figure 5. Period of system use. 

 
Table 1. E-Services and tax compliance. 

 
Frequency Percent Valid Percent Cumulative Percent 

Strongly agree 39 17 17 17 

Agree 120 52.4 52.4 69.4 

Neutral 62 27.1 27.1 96.5 

Disagree 4 1.7 1.7 98.3 

Strongly disagree 4 1.7 1.7 100 

Total 229 100 100 
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Table 1 indicates that 69.4% of the participants believe that e-services have 
improved tax compliance. 27.1% are not sure what effect e-services have had on 
tax compliance whereas only 3.4% believe that e-services have not improved tax 
compliance. The researcher further sought to establish why taxpayers believe 
these e-services have improved compliance among SMEs. The results are shown 
in Table 2. 

Results from Table 2 indicate that the cost of compliance has reduced among 
SMEs as 69.9% of the participants either agree or strongly agree. The manual 
system required taxpayers to physically visit ZRA offices to file their returns and 
make payment. This meant that taxpayers would incur transport and time re-
lated costs. With the introduction of e-services, taxpayers can file their returns 
and make payment from anywhere as long as they have internet connection. 
22.3% of the participants are not sure if e-services have reduced the cost of com-
pliance whereas only 7.8% disagree with this notion. 

To further establish if the introduction of e-services has improved tax com-
pliance among SMEs, the cost of compliance and the level of compliance va-
riables were picked and analyzed using Pearson’s correlation coefficient. The 
correlation coefficient measures linear correlations between two variables where 
1 denotes total positive correlation, −1 denotes total negative correlation and 0 
denotes zero correlation. The results of this analysis are presented in Table 3. 

It is generally accepted in statistical research that if the p-value (Sig) of the 
independent variable is smaller than 0.05 then it can be used to predict the  
 
Table 2. E-services and cost of compliance. 

 
Frequency Percent Valid Percent Cumulative Percent 

Strongly agree 55 24 24 24 

Agree 105 45.9 45.9 69.9 

Neutral 51 22.3 22.3 92.1 

Disagree 14 6.1 6.1 98.3 

Strongly disagree 4 1.7 1.7 100 

Total 229 100 100 
 

 
Table 3. Correlation between e-services and tax compliance. 

 
Compliance Cost of Tax Compliance 

Compliance 

Pearson Correlation 1 0.157* 

Sig. (2-tailed) 
 

0.017 

N 229 229 

Cost of Tax Compliance 

Pearson Correlation 0.157* 1 

Sig. (2-tailed) 0.017 
 

N 229 229 

*Correlation is significant at the 0.05 level (2-tailed). 
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dependent variable. The p-value in this analysis is 0.017 which is less than 0.05. 
This therefore implies that the introduction of e-services has improved tax com-
pliance because it reduces the cost of tax compliance for SMEs. This result is 
consistent with Yilmaz and Coolidge (2013) whose study found that e-services 
reduce the cost of tax compliance ultimately improving tax compliance [15]. 

The applicability of the UTAUT Model in the adoption of e-services 
among SMEs 

As shown in Figure 6 and Figure 7, there has been a significant improvement 
in the uptake of e-services since they were introduced by ZRA. An analysis of 
Figure 6 indicates that e-returns only accounted for 55% of the total tax returns 
in 2014 but this drastically changed by 2017 where e-returns accounted for 97% 
of the total tax returns. Similarly, an analysis of Figure 7 reveals that e-payments 
accounted for less than 1% of the total tax revenue in 2014 but this significantly 
changed by 2017 where e-payments accounted for 73% of the total tax revenue. 
The researcher however used the UTAUT model to understand factors that in-
fluence the acceptance and adoption of these e-services among SMEs in urban 
Zambia. 

A Pearson Correlation analysis was conducted using SPSS in order to check if 
there is a linear relationship between the dependent and independent variables. 
Table 4 presents a summary of this correlation analysis. 
 

 
Figure 6. Electronic returns trend. 

 

 
Figure 7. Electronic payments trend. 
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Table 4. SPSS coefficients results summary. 

Hypothesis Path 
Correlation 
Coefficient 

Sig. 
(2-tailed) 

H1 Effort Expectancy - Behavioral Intention 0.552** 0.000 

H2 Performance Expectancy - Behavioral Intention 0.492** 0.000 

H3 Social Influence - Behavioral Intention 0.329** 0.000 

H4 Facilitating Conditions - Use behavior of E-Services 0.083 0.210 

H5 Behavioral Intention - Use behavior of E-Services 0.516** 0.000 

 
A review of the results in Table 4 indicates that Effort Expectancy, Perfor-

mance Expectancy and Social Influence had a Sig value lower than 0.05 which 
implies that they all have a significant predicative ability for the dependent vari-
able, and therefore have an impact on SME’s behavioral Intention to use 
e-services. These results are consistent with the original postulates by Venkatesh 
et al. (2003) and the results by Ayankule and Alan (2013) [16]. Results from Ta-
ble 4 further reveal that Facilitating Conditions had a Sig value exceeding 0.05 
implying that there is no significant linear relationship between this variable and 
SMEs’ usage behavior of e-services. This result is inconsistent with findings by 
Venkatesh et al. (2003) but consistent with the results by Ayankule and Alan 
(2013). Results in Table 4 also reveal that Behavioral Intention has a Sig value 
less that 0.05 and a correlation coefficient of 0.516 implying that this variable has 
a significant relationship with SMEs’ usage behavior of e-services a result which 
is inconsistent with findings by Venkatesh et al. (2003) and the results by Ayan-
kule and Alan (2013). The results of the hypotheses testing are summarized in 
Table 5. 

5. Conclusion 

This study provides insights into the effects of e-services on revenue collection 
and tax compliance among SMEs in urban Zambia. Further, it shows the appli-
cability of the UTAUT model on the use and adoption of these e-services among 
SMEs in urban Zambia. The study concludes that e-services have improved 
compliance among SMEs thereby increasing revenue collection. This is sup-
ported by the increase in the number of tax returns filled and the revenue col-
lected by the revenue authority as shown in Figure 6 and Figure 7 respectively. 
On the applicability of the UTAUT model by Venkatesh et al. (2003), the study 
concludes that of the hypotheses stated, Effort Expectancy, Performance Expec-
tancy and Social Influence significantly influence Behavioral Intentions for 
SMEs to use e-services while Facilitating Conditions were found to have an in-
significant effect on SMEs’ use behavior of e-services. Behavioral Intention, on 
the other hand, was found to have a significant effect on SMEs’ use behavior of 
these e-services. 

6. Limitations of the Study 

It is known that e-services were not only introduced for SMEs but for all taxpayers  
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Table 5. Hypothesis testing results summary. 

Hypothesis Result 

H1: Effort expectancy positively influences behavioral intentions for 
SMEs’ to use e-services. 

Accepted 

H2: Performance expectancy positively influences behavioral intentions for 
SMEs to use e-services. 

Accepted 

H3: Social influence conditions positively influence behavioral intentions for 
SMEs to use e-services. 

Accepted 

H4: Facilitating conditions directly influence SMEs’ use behavior of e-services. Rejected 

H5: Behavioral intentions directly influence SMEs’ usage behavior of e-services. Accepted 

 
regardless of size and whether the business operates from an urban or rural area. 
These could be pointed out as the limitations of this study. It is therefore rec-
ommended that future works should cover other categories of taxpayers. Despite 
these limitations, the researcher ensured that care is taken so that the results 
presented were as accurate as possible. 
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