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Abstract: Electronic Commerce (e-Commerce) is a new marketplace that has many advantages. With the help
of the internet, e-Commerce has made a major difference in the way business operates globally, offering
substantial benefits to all parties: businesses, consumers, and even governments through tax. E-Taxation itself
is a complex, controversial issue, and very sensitive subject that might affect the relationship between nations.
The objective of the paper is to find out whether it is possible to digitally or physically tax e-Commerce should it
be desirable to do so, for delivered products. Additionally, content analysis method was utilized to identify the
relevant precursors of tax acceptance among e-Commerce enterprises online. Furthermore, the paper will also
highlight three components of tax acceptance such as Tax knowledge, Service Quality, and Tax equity with
their correlation.
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l. Introduction

Taxation of e-Commerce is a major concern for local, international agencies and tax authorities
internationally. Taxation itself is a complex and controversial issue. Hence, it should not come as an
unexpected that there are so many debates regarding e-taxation of e-Commerce. Despite the vital role that e-
Commerce has played in the revolutionizing the way business is done, it has been blamed for easing tax loss
and tax evasion [1]. The situation has been aggravated by the strain like uncertainty and double taxation
which make parties of e-Commerce unenthusiastic and devastate development of e-Commerce negatively [2].
E-Commerce further faces the challenges of disgraceful infrastructural deficiency, outdated legal and
regulatory framework, and e-tax implementation of existing laws, coupled with widespread ignorance. All
these make e-Commerce more fascinating in developing countries including Tanzania. In addition to these
challenges is the level of complexity and technological complicacy involved in such transactions [3]. These
enormous earnings losses, occasioned by e-Commerce expansion, have fueled the discussion on the need to
come up with practical ways of curbing tax evasion and avoidance occasioned by the growth of e-Commerce.
Given on to with this dilemma, governments worldwide face the formidable task of protecting their income
base without stifling either the development of new technologies or the involvements of the business
community in the evolving and growing e-market place [4]. It is hence the aim of this study to examine e-tax
acceptance among enterprises online. Furthermore, e-Commerce clears the way for mobile, long distance, and
anonymous transactions when the seller may be outside the territorial power of the taxing government or
when the destination of the goods and services can be masked [5]. Hence, there is a problem of identifying the
seller or taxpayer, his place of business, verifying transactions and establishing a link between the taxpayer
and the transactions for tax purposes [6].
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Fig 1: e-Commerce across border

Background of the study

One dramatic problem among e-Commerce practitioners is that they tend to evade taxation when they
do business online or by mobile phone. They presume that tax authorities will not be able to find out their
online business earnings [7]. This is because e-Commerce business conducted online is completely different
from other practices of businesses. The e-Commerce is described as being borderless since its transactions
have been observed to flow flawlessly worldwide.

Therefore, the compliance e-taxation of these borderless transactions seems disputable [8]. Moreover,
no evidence of transaction in e-Commerce business coupled with no compulsory order to prepare an audited
account enhances the likelihood of undetectable transactions. The Internet does not leave any paths that can
help the relevant tax authorities to track e-Commerce players’ locations and thus the e-taxation becomes a
loophole. Millions of tax income was lost as the e-Commerce penetrators continue to dig deeper into the
governments’ jurisdictions as to confirm the relevant authorities find it impossible to control this issue [9]. It
was alleged that because of the implication of uncertainty territory and jurisdiction components of e-
Commerce taxation could greatly affected tax collection and tax loss [10]. Digital tax avoidance and inevitably
evasion are involved concerns about tax compliance among e-Commerce [11]. In an e-Commerce business, the
possibilities of secretion transactions are mega and the possibilities to contribute to a transaction are in many
cases virtually non-existent. Tax non-compliance including tax avoidance and tax evasion has always been
challenge with which tax authorities have had to battle. Although the development of technology and the
Internet has greatly expanded business chances, it also contributes to illegal activities online, and creates a
new classification of entrepreneurs who run the business outside law or at the boundaries of the law [12]
which, in turn, leads to wide scopes of the digital shadow economy.

Problem statement

In order to understand the tax acceptance among e-Commerce environment, give inputs to tax
authority like TRA for Tanzania, in order to educate and create knowledge among e-Commerce SMEs online
shop owner. Tax education is part of the service provided by the authorities including overwhelming the
information, understanding and give guide to the public especially taxpayers about taxation and tax law.
Normally, enterprises online who understand tax regulations would adhere the regulations to prove that they
practiced good conduct of business and minimizes the risk of regulatory fines. On the other hand Service
quality enhances SMEs owners’ confidence and satisfaction which is closely related to tax acceptance. In
addition, service quality was experimentally bashed as a vital role to influence profitability, satisfaction, and
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customer, repurchase behavior, and loyalty. Therefore, it is as well as expected to influence tax acceptance.
Lastly, the insight of tax equity creates ethical attitudes which ultimately rehabilitate decision of honest and
choices and induce tax acceptance. Based on the enlightenment, e-commerce enterprises acceptance has a
great role in economic impact of the government and should be rehabilitated to create a discipline and honest
culture. There up on, recognizing the significant effects of tax acceptance among e-commerce SMEs online
shop owner, the purpose of this paper is to determine components of tax acceptance in e-commerce
environment such as service quality, tax knowledge and tax equity. The identification of these components will
give useful insights to the tax authorities particularly in rehabilitating future tax policies in the field of e-
Commerce taxation and subsequently for the better acceptance enforcement.

Research Questions (RQ)

Below are the Research questions of the e-Commerce tax acceptance formulated to be answered

RQ: Tax service quality, tax knowledge and tax equity contribute to the tax acceptance among e- commerce
enterprises online?

Research Objectives (RO)

In order to accomplish the Research questions above, the specific research objectives of this study were as

follows:

i To examine the association between tax acceptance and Service quality among e- Commerce enterprises
online

ii. To examine the association between tax acceptance and tax knowledge among e- Commerce
enterprises online.

iii. To examine the association between tax acceptance and tax equity among e- commerce enterprises
online.

1. Literature Review

i. Tax Acceptance

Tax acceptance refers as fulfilling all tax obligations as specified by the law freely and completely.
However, tax evasion is a major challenge in many countries. Research shows that laws and regulations they
do not sufficiently address e-tax evasion, and therefore, there is a different approach that should address the
so called ‘voluntary acceptance’. Voluntary acceptance is more likely to be particularly essential in countries
where enforcement capacity is not strong enough. Mainly there are two types of tax compliance and that is 1)
administrative compliance and 2) technical acceptance [13]. Begins with Administrative acceptance, these
deals with agreement the administrative rules to declare tax returns and paying tax on time. Whereas
technical compliance deals with the calculation and payment of taxes based on the technical requirements of
the provisions of the tax laws. Furthermore, three aspects of tax compliance consist of filing, reporting and
payment. Acceptance is to report true tax base, to calculate tax liability correctly and finally to file tax returns
in time and in appropriate manner [14]. Any contrary to the above behaviors is considered as non-
compliance. Tax acceptance can also be defined as the degree to which taxpayers comply with the tax laws
[15]. Hence, they defined tax compliance as the degree of acceptance with tax laws and administration
without the request of any enforcement activity. Generally, tax non-acceptance consists both tax avoidance
and tax evasion [15]. Their different criteria lie in its legality. Tax avoidance deals with eradicating or
minimizing the tax liability within the scope of the law. Oppositely, tax evasion deals with an effort to minimize
or totally eradicating the tax liability illegally which means by breach the tax laws [16]. As such, while tax
avoidance is legally there but tax evasion is illegal. Contrariwise, both deals with the manipulation of a
people’s activities to reduce tax liability but tax avoidance employed legal measures while tax evasion is illegal
measure. Tax avoidance is commonly practiced by using intelligent analysis and choice of alternatives with less
tax impact and by taking advantage of faults and loopholes in the existing tax laws [16]. It contains effective
use of both the legitimate fiscal policies and technical lacks and ambiguity in the tax laws, which results in
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either permanent elimination of tax liability or a postponement of it [16]. Common tax avoidance technically
includes different tax planning strategies such as utilizing various tax deductions and exemptions, managing
capital expenditure to get maximum capital allowance, structuring a transaction to switch income receipt
arises as capital and transfer pricing not in an arm’s length arrangement [16]. Meanwhile, tax evasion is
characterized by a deception and willful mind aims at paying less tax than it is legally due through unlawful
courses of action. Tax evasion is a failure to disclose income or non-filing of tax return, or file return on time,
or intentionally improper filing; illegally reducing tax by underreporting income or over reporting deductions
by making false declarations or use fake invoices, making false claims for allowances and failure to pay tax by
the due to date [17]. Although, the conceptual difference between tax avoidance and tax evasion depends on
the legality of the taxpayer’s actions [18] the intention of both tax evasion and tax avoidance is the same, that
is to escape tax and the consequences are similar which is to make private gains at the expense of public loss
[19], and results in loss of revenues to the government [16].

iii. Service Quality

Service quality refers as the difference between expectation and actual performance; this is most
commonly accepted definition by researchers [20]. Service quality also can be defined as a degree of excellent
either objectively or subjectively, evaluated. It is a judgment of how well a distributed service adapts to the
customer’s expectation. Service business providers frequently assess the service quality provided to their
customer to increase their service quality, to identify problems and to attain customer satisfaction [21]. In the
context of e-taxation, it is proved that the quality of tax service was considered as evidence that the society
was modern and shown that the tax authority will always provide better service to taxpayers [22]. On the
other hand, the service tax is the way to help tax authorities, administer, or prepare all the requirement
purposes for taxpayers [23]. They also elaborated that taxpayer had to be treated in a similar way just like
other private businesses. Quality of tax service is measured by whether taxpayer satisfied or not satisfied.
Service which up to the standard can provide satisfaction to the taxpayers can be accounted for and must be
carried out consistently. The quality of service is determined by five components, which are tangibles,
reliability, responsiveness, assurance and empathy [20]. Tangibles consist of physical facilities, equipment, and
staff appearance. Reliability refers as the ability to perform the promised service dependably while accurately
refers as the responsiveness of willingness to help customers and provide prompt service. Assurance defined
as the knowledge, courtesy of employees and their ability to inspire trust and confidence while empathy is
caring and individual attention the firm provides its customers. These five dimensions primarily focus on the
enterprises online shop owners’ aspects of service delivery (responsiveness, reliability, assurance, and
empathy) and the tangibles of service offered. [24] The tax service provided by tax authority divided into three
categories, which are information, interaction and transaction. Firstly, the transaction is the interior service,
while information and interaction services are complementing the transaction service. The previous study,
measure the tax service quality by three component elements such as responsiveness, reliability and in
formativeness [25]. Responsiveness is basically aimed at how fast the administrators will respond to any
inquiries made by the taxpayers. The responsiveness refers to the availability to attend taxpayers in accurate
timely manner. Moreover, it also indicates how friendly the system is in terms of format when they need to
update the taxpayer’s details such as status, location, and form of payment of their tax. [26] Examined the
quality of dimension of responsiveness in terms of the response to feedback. It is consistent with study which
emphasized on responsiveness that deserves more attention with respect to tax quality [20]. Reliability refers
as the process in which the system has the capacity to access its administration task accurately and
dependably by evaluating as demand [27]. Similarly with the view of [20] that listed reliability as the most
significant measurement in all service’s quality dimensions. Reliability in tax service quality it is vitally essential
due to when evaluating an innovation, there is a need to know how reliable the system meets the objectives
of its adoption. In formativeness in service quality refers to the quality of information provided and available
on the online system or website presented by the tax authority [28]. The accuracy and completeness of the
information could be improved with objective measurement of information. Thus, the capability of tax
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authority to provide sufficient and helpful information which will benefit tax officials in return. The tax
authority system is more accurate, relevant and convenient to use are more effective with the information
provided with the interest of the enterprises online shop owner.

iii. Tax Knowledge

Tax knowledge refers to enterprises taxpayers’ understanding and consciousness of tax laws and
regulations on the specific tax issues. Consciousness is an element in human beings to understand the reality
and how they react towards the facts [29]. The mode of consciousness of paying taxes will encourage
enterprises Online stores owner taxpayers to pay tax, knowing and understanding about taxes [30]. Based on
this statement, it revealed that the taxation knowledge is related to the taxpayers in paying their tax
obligations, reporting tax return, function and regulation along with the sanctions of the tax itself. Taxpayer
knowledge is understandable if the taxation regulation has been known, acknowledged, and respected. If the
tax regulation is still not complied, that shows enterprises online shop taxpayer's knowledge is still low. The
low knowledge of enterprises taxpayer is suspected to be caused by the minimum knowledge and
understanding of tax regulations [31]. Knowledge recognition and obedience to relevant tax law and
regulation leads to tax knowledge. Education and other mode of assistance to increase knowledge may impact
tax acceptance or might not have any change. Tax knowledge will arise through education and tax knowledge
for mutual benefits of government and e-Commerce taxpayers in order to improve small enterprise’s
taxpayer’s view and implemented of tax law by authority. [32] Summaries some indicators of knowledge in
paying taxes. There are three main indicators of enterprises online shop owner knowledge related to the
payment of taxes, which are: (1) the knowledge that taxes are main source in supporting the country's
development. By knowing this, the e-Commerce shop owner/ taxpayers are willing to pay taxes because they
will be affected indirectly (2) The knowledge that, delay in payment of taxes and the tax loss can cause
adverse financial condition in the countries. E-commerce shop owner are willing to pay taxes because they
understand that the delay in payment of taxes and the decline of the tax collection will impact on the reduced
financial resources that could also lead to the delays in development. (3) The knowledge that taxes are set by
law and can be enforced by the authority. The knowledge of enforcement will mobilize the e-Commerce
online shop owner to meet their tax obligations by paying tax. Up on the explanation above, knowledge of
paying taxes can be measured as a form of moral attitude which gives contribution so as to support the
development of the countries and attempts to comply with all the rules set by the authority

iv. Tax equity

Another component that most enterprises online shop owner concern about is referring to the tax
equity. A conceptual framework for fairness considerations suggests differentiating three area of fairness, as
in psychology: distributive justice, which refer to the exchange of resource, both benefits and cost. Procedural
justice refers to the process of the resource distribution, and retributive justice, refer to the perceived
relevance of agreements in the case of norm-breaking [33]. Tax equity can also be represented in two
dimensions: horizontal equity and vertical equity. Contrariwise, there are three types of fairness: distributive
fairness, procedural fairness, and retributive fairness. Firstly, the distributive fairness, the focus on the fair
distribution of costs and benefits of tax payment [34]. Secondly, Procedural fairness refers to equal tax
collection among groups of e-commerce online shop owner taxpayers, and thirdly fair treatment of e-
Commerce online shop owner/taxpayers in the use of forced power in punishments and audits, is called
retributive fairness. In distributive fairness, an individual is concerned with the equality of the outcome and
wants to be treated based on his or her merits, efforts, and needs. In procedural fairness, the main
component of perceived fairness is neutrality of procedures, trustworthiness of tax authorities, polite,
distinguished and respectful treatment [35]. Retributive fairness, on the other hand is unreasonable and
disturbing audits, and unfair penalties will result a stressful and dissatisfied SMEs online taxpayers [34].
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Relationship between Tax Acceptance and Service Quality, Tax knowledge and Tax equity

The Relationship between Tax Acceptance and Service Quality.

The quality of service which up to the standard can provide satisfaction to taxpayers and can be accounted for
and must be carried out consistently. [36] Stated that the willingness of taxpayers to pay tax is largely
influenced by the quality of services provided by the government. Feeling of pleasure and satisfaction with the
services provided by the authority can initiate motivation and agreement for taxpayer. This is consistent with
research by [37] which suggested that a tax authority could improve the acceptance of taxpayers by
establishing cooperation with taxpayers. [37] Argued that the tax authority had to consider itself as service
institution and provide quality service and treat enterprises online taxpayers as their partner. So, the
optimistic perception of taxpayer towards tax service quality will lead to more acceptances and vice versa.
Based on previous findings, the present study has proposed that the behavior of enterprises online taxpayer
would change according to their opinion and attitudes about the quality of the tax service. This study is an
attempt to demonstrate the relationship between tax service quality and tax acceptance among e-Commerce
enterprises.

Thus, the proposed hypothesis is:

Ho: Tax acceptance among e- commerce SMEs does not depend on Tax service quality in the global

Ha: Tax acceptance among e- commerce enterprises depends on Tax service quality in the global

Up on supported by researchers above shows that

Ha;: Service quality has a positive significance relationship with tax acceptance among e-commerce enterprises
online globally. This is a strong association were supported by researchers above to make the hypothesis
accepted.

Relationship between Tax Acceptance and Tax knowledge

There is a fact that tax is a source of income to support development of country. Knowing this reality,
enterprises online shop taxpayer will pay tax because they know the important of it and delaying is not an
option since gives impact to lack of financial resources. The delay of resources may lead to domino effect in
country’s development. The realization that the tax is set of legislation and can be enforced may encourage
enterprises online shop taxpayer to do their absolute duty to pay tax. The experiment conducted by the
researcher shows that the influence of tax knowledge and enterprises online shop taxpayer compliance [38].
In the study, two groups of bachelor’s students are compared based on their assignment to study, which is on
tax and marketing. The study found that student which study tax, reported to have more positive attitude
towards tax agreement. In study mentioned that enterprises online shop taxpayer voluntarily pays taxes if
they understand the variety of taxes that they have an obligation to pay and how to benefit from their
contributions [39]. While another study found that enterprises online taxpayer knowledge has a strong,
positive association with the tax acceptance of individual taxpayers.[40]. This finding is also similar to the one
study which found that tax knowledge has a positive association with tax morale statistically will increase tax
acceptance [41]. Based on study, the concept of tax knowledge refers to tax knowledge and tax education
amongst small enterprises online taxpayers where tax knowledge improves individual’s knowledge and level
of ethics towards tax acceptance. Furthermore, understanding more about tax system will improve by tax
education [42]. It is claimed that tax knowledge as “self- knowledge of small enterprises taxpayers individually
to take responsible to calculate, pay and report their own tax” [43]. Moreover, one another study explained
that enterprises online taxpayers’ knowledge arises when taxpayers are knowledgeable of how to calculate tax
and how to pay their tax liability [23]. From previous research, tax knowledge was defined through tax
education and tax knowledge as dimensions. From the above multiple supported literature review regarding
tax knowledge, hence developed the hypothesis as below:

Ho: Tax acceptance among e- commerce enterprises online does not depends on Tax knowledge across the
global

Ha: Tax acceptance among e- commerce enterprises online depends on Tax knowledge across the global.
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This were overwhelmingly supported by researcher across the global

Ha,: Tax knowledge has a positive significance relationship with tax acceptance among e-commerce
enterprises online across the global. This is very strong association supported by literature review to make the
hypothesis accepted

This was largely supported by researchers to make a strong association between Tax knowledge and Tax
agreement.

Relationship between Tax Acceptance and Tax equity

Taxpayer’s perception on whether a tax system is fair and impartial is very important as previous studies in
[44] successfully and proven that positive perception results in good agreement behaviors. If tax equity
perception found exists, voluntary agreement will increase and vice versa. This was supported by the
researchers who found that enterprises online taxpayers are less compliant if they perceived unfairness in
existing tax system [45, 46]. There is condition which makes the competition unfair between corporate
taxpayers and SMEs online shop or individual taxpayers. For corporate taxpayers, audited account obligation
has to be fulfilled, meanwhile no audited account obligation for enterprises business including e- Commerce
enterprises. Unfairness may also happen when government did not enforce tax rules to e-commerce taxpayer,
while brick and mortar taxpayer have to pay taxes. This condition which some enterprises online shop
taxpayers have to pay taxes while some others don’t, will lead directly to unfairness. Taxation should be
imposed according to equality, certainty, convenient and economy. Equality means tax will be charged to
individual taxpayers or corporate taxpayer in fair and identical. Perception of fairness can also create ethical
attitudes among taxpayers, which involves moral issues that choices and deals with right and wrong behavior.
Tax equity motivates to better and positive attitude toward tax. It summarized that tax equity influence
enterprises online taxpayer ethical attitude. Therefore, some researchers confirmed that fairness have
significant correlation with tax acceptance. To sum up, if enterprises online taxpayer perceived that the tax
burden is fairly distributed within a peer group, tax acceptance will increase.

From these supported arguments above, they lead to the following hypothesis:

Ho: Tax acceptance among e- commerce enterprises online does not depend on tax equity across the global
Ha: Tax acceptance among e- commerce enterprises online depend Tax equity across the global

The above hypothesis was accepted showing strong association between Tax equity and tax agreement as
shown below

Ha;: Tax equity has a significant positive relationship with tax acceptance among e-commerce enterprises
online across the global.

Model

According to the above hypotheses the following model was developed such that the Tax acceptance was
much affected by the tax knowledge, quality of service and tax equity. This says that the better the Quality of
service, tax equity and tax knowledge the better the tax acceptance and vice versa.
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Fig 2: Model of tax acceptance

1. Conclusions

Mainly, the objective of this study is to put forward the determinants influencing e-Commerce

enterprises online taxpayers’ acceptance in e-taxation. Literature on the on the relevant past researches

showed that service quality, tax knowledge and tax equity, influence to tax acceptance. This paper has

different implications for theory and practice. Theoretically, the implication of this paper is in between the

integration of prior acceptance and non-acceptance literature in sociology, management and economy as well

as physiological to explain determinants in tax acceptance. Also, another theoretical implication is the put

forward the study model that could be used to conduct further studies on e-Commerce enterprise’s online

shop tax and acceptance. Eventually this would maximize e-tax collection in SMEs online shop owner in near

future.
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