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Abstract

The main purpose of this paper is to investigate factors that influence taxpayers to
engage in tax evasion. The researcher used descriptive and explanatory research
design and followed a quantitative research approach. To undertake this study,
primary and secondary data has been utilized. From the target population of 4979,
by using a stratified and simple random sampling technique, 370 respondents were
selected. To verify the data quality, the exploratory factor analysis (EFA) was
conducted for each variable measurements. After factor analysis has been done, the
data were analyzed by using Pearson correlation and multiple regression analysis.
The finding of the study revealed that the relationship between the study
independent variables with the dependent variable was positive and statistically
significant. The regression analysis also indicates that tax fairness, tax knowledge, and
moral obligation significantly influence taxpayers to engage in tax evasion, and the
remaining moral obligation and subjective norms were not statistically significant to
influence taxpayers to engage in tax evasion.

Keywords: Tax evasion, Tax knowledge, Tax fairness, Moral obligation

Introduction
In developed and developing countries, business owners, government workers, service

providers, and other organizations are forced by the government to pay a tax for a long

period in human being history, and no one can escape from the tax of the country. To

support this, there is an interesting statement mentioned by Benjamin Franklin “noth-

ing is certain except death and taxes”. This statement confirmed that every citizen

should be subjected to the law of tax, and they are obliged to pay the tax from their in-

come. To build large dams, to construct transportation infrastructures, and to provide

quality social services for the community, collecting a tax from citizens plays a signifi-

cant role for the governments (Saxunova and Szarkova, 2018).
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Tax is the benchmark and turning point of the country’s overall development and

changing the livelihoods and enhancing per capital income of the individuals. The gross

domestic product of the developed countries and average revenue ratio were 35% in

the year 2005, whereas in developing countries the share was 15% and in third world

countries also not more than 12% (Mughal, 2012).

In the developing world, countries have no system to collect a sufficient amount of

tax from their taxpayers. The expected amount of revenue cannot be enhanced due to

different reasons. Among the reasons tax operation of the system may not be smooth,

tax evasion and lack of awareness creation for the taxpayers are common in the

developing world, and citizens are not committed to paying the expected amount of tax

for their countries (Fagbemi et al., 2010). In today’s world, this remains very much the

same as persons now pay taxes to their governments. As the world has evolved, tax

compliance has taken a back seat with tax avoidance and tax evasion being at the

forefront of the taxpayer’s main objective. Tax avoidance is the use of legal means to

reduce one’s tax liability while tax evasion is the use of illegal means to reduce that tax

liability (Alleyne & Harris, 2017). Tax evasion is a danger to the community; the

countries and international organizations have been making an effort to fight

undesirable phenomena related to taxation, the tax evasion, or tax fraud (Saxunova and

Szarkova, 2018).

Tax evasion may brings a devastating loss for the country's GDP at the micro level,

and it became a debatable and a special concern for tax collector authorities

(Aumeerun et al., 2016). The participants in tax evasion activity critized by different

individuals and groups by considering the loss that brings to the country economy

(Alleyne & Harris, 2017).

According to Dalu et al., (2012) state that in the Zimbabwe tax system there are iden-

tical devils tax evasion and tax avoidance that create a problem for the government to

collect a tax from taxpayers. Like Zimbabwe, many nations have faced challenges to

cover the annual budget and to construct different infrastructures due to the budget

deficit created by tax evasion (Alleyne & Harris, 2017; Turner, 2010).

Scholars especially economists agreed that tax evasion may be considered a technical

problem that exists in the tax collection system, whereas psychologists believed that tax

evasion is a social problem for the countries (Terzić, 2017).

Tax evasion practices are more worsen in developing countries than when we com-

pare against the developed countries. Tax evasion is like a pandemic for the countries

because they are unable to control it. Therefore, governments were negatively affected

by tax evasion to improve the life standard of its citizens and to allocate a budget for

public expenditure, and it became a disease for the country’s economy and estimated

to cost 20% of income tax revenue (Ameyaw et al., 2015; degl’Innocenti & Rablen,

2019; Palil et al., 2016).

Several factors may lead taxpayers to engage in tax evasion. Among the factors, tax

knowledge, tax morale, tax system, tax fairness, compliance cost, attitudes toward the

behavior, subjective norms, perceived behavioral control, and moral obligation are

major factors (Alleyne & Harris, 2017; Rantelangi & Majid, 2018). Other factors have

also a significant effect on taxpayers to engage in tax evasion practice such as capital

intensity, leverage, fiscal loss, compensation, profitability, contextual tax awareness,
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interest rate, inflation, average tax rate, gender, and ethical tax awareness on tax

evasion (Annan et al., 2014; AlAdham et al., 2016; Putra et al., 2018).

According to Woldia City Administration Revenue Office annual report (2019/2020)

from July 1, 2019, to June 30, 2020, 232,757,512 birr was planned to be collected from

taxpayers; however, the office was able to collect only 198,537,785.25 birr; however, the

remaining 34,219,726.75 birr have not been collected by the office from the taxpayers.

The reason behind this was there might be some factors that lead to taxpayers not to

pay the annual tax from their annual income. Based on the review of the previous stud-

ies and by diagnosing the tax collection system in the city administration, the re-

searcher identified the gaps. The first gap that motivated the researcher to undertake

this study is that the prior studies did not address the factors that influence the tax col-

lection system of Ethiopia, specifically, there is no research result that was able to show

which factors influence taxpayers to engage in tax evasion in the Woldia city adminis-

tration. The other gap is the previous study focused on the demographic, economic, so-

cial, and other factors. However, this study mainly focused on the behavioral and other

factors that lead taxpayers to engage in tax evasion.

To indicate the benefit of this study, the study specifies on which critical factors the

authority will focus on to enhance annual revenue and to aware tax payers of the devas-

tating impact of tax evasion. Moreover, the paper may bring new insights on tax eva-

sion influential non-economic factors that the researchers may give more emphasis on

the upcoming researches. This paper will also contribute innovative ways to know the

reasons why tax payers engage in tax evasion and inform the authority at which factors

they will struggle to reduce their influence and to enhance revenue. The study can be

an evidence that the tax authority should launch innovative techniques to control tax

evasion practices. Moreover, applying fair tax system in the collectors’ side, the enter-

prises become innovative and will expand their business.

To sum up, in this study, the researcher examined which factor (tax knowledge, tax

fairness, subjective norms, moral obligation, and attitude towards the behavior) influ-

ences taxpayers to engage in tax evasion activities. Based on the above discussion, the

objective of the study is to examine factors that influence taxpayers to engage in tax

evasion in Woldia city administration.

Literature review
Tax and tax evasion

Tax is charged by the government to the business, governmental organization, and

individual without any return forwarded from the authority. Tax can be categorized as

direct tax which is collected from the profit of the companies and the incomes of

individuals, and the other category of tax is an indirect tax collected from consumers’

payment (James and Nobes, 1999).

Tax evasion is a word explaining individuals, groups, and companies rejecting the ex-

pected amount of payment for the authority. It is a criminal offense on the view of law

(Nangih & Dick, 2018). The overall procedure of tax collection faced different chal-

lenges especially tax evasion the most important one. Tax evasion is done intentionally

by taxpayers by avoiding and hiding different documents that become evidence for the

tax collection authorities. It is simply an illegal act to pay the true amount of the tax
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(Aumeerun et al., 2016; Storm, 2013). Tax evasion is a crime that is able to distort the

overall economic, political, and social system of the country. The economic aspect of

tax evasion affects fair distribution of wealth for the citizens. The social aspect also

creates different social groups motivated by tax evasion discouraged by these indi-

viduals due to unfair competition (AlAdham et al., 2016). Tax evasion is a mal-ac-

tivity that reduces the amount of tax paid by the payers. Perhaps the taxpayers

who engaged in evasion activity may be supported by the legislative of the country

(Kim, 2008; Putra et al., 2018; Allingham & Sandmo, 1972). According to Al Baaj

et al. (2018) argument, there are two types of tax evasions. The first one is the

legal evasion or tax avoidance which is supported by the legislation of the coun-

tries and the right is given for the taxpayer, but it is not constitutional (Gallemore

& Labro, 2015; Zucman, 2014).

Theoretical reviews on factors affecting tax evasion

The illegal activity done by taxpayers has many determinants that lead them to engage

in tax evasion. Among the factors that trigger taxpayers who participate in this activity

are the economic factors. Under the economic factors, business sanctions, business

stagnation, and the amount of tax burden are considered as influential factors. On the

other hand, legal factors, social factors, demographic factors, mental factors, and moral

factors are the most important factors (Saxunova and Szarkova, 2018). Many factors

determine the taxpayers’ interest to engage in tax evasion. Among the factors, the

following are considered under this review.

The factors that able to influence taxpayers to engage in tax evasion are moral

obligation. It is a principle and a duty of taxpayers by paying a reasonable amount

of tax for the tax authorities without the enforcement of others. It is an intrinsic

motivation of payers paying the tax (Sadjiarto et al., 2020). When taxpayers have

low tax morals, they will become negligent to pay their allotted tax, and they will

engage in tax evasion (Alm & Torgler, 2006; Frey & Oberholzer-Gee, 1997; Torgler

et al., 2008). According to Feld and Frey (2007), when tax officials are responsible

and provide respect in their duties toward taxpayers, tax morale or the honesty of

taxpayers will increase. Tax morals may be affected by a demographic and another

factor like income level, marital status, and religion (Rantelangi & Majid, 2018). It

is the determinant behavior of tax payers whether they participate or not. Tax

morals can affect positively taxpayers to engage in tax evasion (Nangih & Dick,

2018; Terzić, 2017). It is known that taxes levied by the concerned authority are

ethical. As cited by Ozili (2020), McGee (2006) argues that there are three basic

views on the ethics and moral of tax evasion. The first view is tax evasion is un-

ethical and should not be practice by any payer, the second argument deals that

the state is illegal and has no moral authority to take anything from anyone, and

the last argument is tax evasion can be ethical under some conditions and uneth-

ical under other situations; therefore, the decision to evade tax is an ethical di-

lemma which considers several factors (Robert, 2012). Therefore, the discussion

leads to the following hypothesis:

H1. Moral obligation has a negative influence on taxpayers to engage in tax evasion.
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The other factor that influences taxpayers to engage in tax evasion is tax fairness.

Tax fairness is a non-economic factor that determines the tax collection of the country

(Alkhatib et al., 2019). It is known that the tax collection procedures, principles, and

implementation must be fair. Unethical behavior may happen due to the unfairness of

the tax collection process. The fairness of tax may influence payers positively to pay the

tax. When the tax rate is not reasonable and fair, the payers will regret to engage in the

tax evasion practices and they will inform authorities their annual income without

denying the exact amount. Considering the ability of paying or acceptable tax rates

helps to maintain the fairness of the taxation system (Rantelangi & Majid, 2018). The

governments choose to levy in what amounts and on whom will pay a high tax rate

(Thu, 2017). The tax rate is a factor that induces taxpayers to pay less amount from

their income. The rate of tax should be fair and reasonable for the payers (Ozili, 2020).

As cited by Gandhi et al. (1995) the Allingham and Sandmo’s model, Allingham and

Sandmo (1972) shows that the tax rate on payment can be positive, zero, or negative,

which implies that an increase in the tax rate may cause the tax payment to increase,

remain the same, or decrease. The theoretical literature could not evidence the claim

that an increase in the tax rate will lead to an increase in tax evasion (Gandhi et al.,

1995). The fairness of tax is controversial and argumentative because there may not

happen a similar amount of tax for all payers (Abera, 2019). Thus, based on this ground

the study hypothesis would be:

H2. Tax fairness has a positive influence on taxpayers to engage in tax evasion.

Tax knowledge is vital for taxpayers to know the cause and effect brought to them to

engage in tax evasion. If tax payers are well informed about tax evasion, their participa-

tion in tax evasion would be infrequent; the reverse is true for a taxpayer who is not

well informed. Tax-related information should give more emphasis to enhance the

knowledge of taxpayers and experts of the authority (Poudel, 2017). Tax knowledge is a

means to enhance the revenue of the country from the side of tax payers (Sadjiarto et

al., 2020). If the authorities cascade different training for taxpayers about tax evasion

and other tax-related issues, taxpayers become reluctant to engage in tax evasion

(Rantelangi & Majid, 2018). Tax knowledge is a determinant factor for the taxpayer to

engage and retain from the tax evasion activities (Abera, 2019). When taxpayers are

undertaking their routine tasks without tax knowledge, they may involve in certain risks

that expose them to engage in tax evasion (Thu, 2017). Thus, the discussion leads to

the following hypothesis:

H3. Tax knowledge has a negative influence on taxpayers engaged in tax evasion.

The stakeholders, government experts, families, individuals, groups, and peers influ-

ence taxpayers whether they engaged in tax evasion or not (Alleyne & Harris, 2017). As

cited by Alkhatib et al. (2019), the influence of peer groups on tax taxpayers is high,

thus affecting the taxpayers’ preferences, personal values, and behaviors to engage in

tax evasion (Puspitasari & Meiranto, 2014). The stakeholders around the taxpayers

might be motivators to push taxpayers in the criminal act of tax evasion. This act called

subjective norms meant that the payers are influenced by peers and other stakeholders.
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When the tax payer is reluctant to pay a tax for the authority, his/her friends are more

likely to hide tax. As cited by Abera (2019), there is a strong relationship between social

norms and subjective norms with tax evasion and affects the small business taxpayers

(Nabaweesi, 2009). The above discussion can support the following hypothesis of the

study:

H4. Subjective norms have a positive influence on taxpayers to engage in tax evasion.

The other factor that influences taxpayers to engage in tax evasion is an attitude to-

wards the behavior of taxpayers. Attitude is a means of evaluating the activities whether

they are positive or negative of any object. Many studies have been done by different

scholars by defining and identifying the relationship between the attitudes of taxpayers

with tax evasion (Alleyne & Harris, 2017). If the attitude of taxpayers towards taxation

is negative, they will be reluctant to pay their obligation to the authority; the reverse is

true when taxpayers have positive attitudes towards taxation (Abera, 2019). Based on

the above discussion, the hypothesis of the study would be as follows:

H5. Tax payers’ attitude towards the behavior has a positive influence on taxpayers to

engage in tax evasion.

Conceptual framework of the study

The researcher identified the variables and presented the relationship between inde-

pendent and dependent variables as follows (Fig. 1):

Materials and methods
The researcher applied descriptive and explanatory research design to carry out this

study. The explanatory research design enables the researcher to show the cause and

effect relationship between independent and dependent variables, and the descriptive

Fig. 1 Conceptual framework of the study. Adapted from Alleyne and Harris (2017) and Rantelangi and
Majid (2018)
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research also helps to describe the event as it is. The quantitative approach has been

followed by the researcher to analyze and interpret the numerical data collected from

the respondents. The researcher used primary and secondary data. The primary data

was collected from the respondents by using questionnaires, and the secondary data

was also collected from the reports, websites, and other sources.

The target population of the study was 4979 taxpayers (micro, small, and large

enterprises). From the total taxpayers, 377 are categorized under level “A,” 207 are

under level “B,” and the remaining 4395 taxpayers are categorized under level “C”.

From the target population by using a stratified sampling technique, the respondents

have been selected. The target population has been divided by the level of taxpayers;

after dividing the population by level, the researcher applied a simple random sam-

pling technique to select respondents. To identify the target participants or sample

size in this study, the researcher used Yamane’s (1967) formula. Hence, the formula

is described as follows:

n¼ N

1þN eð Þ2

where N = target population, n = sample size, e = error term

n ¼ 4979

1þ 4979 0:05ð Þ2

n¼370

Based on the sample size, the respondents have participated proportionally as follows

from each level. The total population was divided by strata based on the level catego-

rized by the authorities. By using a simple random sampling technique, 28 respondents

were from level “A,” 15 respondents from level “B,” and 327 respondents from level “C”

have participated.

Regarding data collection instruments, the data was collected by self-administered

standardized questionnaires. The variable of the study a moral obligation was measured

by 4 items; after conducting factor analysis, the fourth variable or questionnaire has

been removed and after that correlation and regression analysis has been done for 3

items; the value of Cronbach’s alpha was .711; the other factor attitude towards the be-

havior was measured by 4 items with a value of .804 Cronbach’s alpha; the third vari-

able subjective norms was also measured by 4 items; the value of Cronbach’s Alpha

was .887, and tax evasion was measured by 5 items; the Cronbach’s alpha value was

.868. For the above-listed variables, the questionnaires were adapted from Alleyne and

Harris (2017), and the remaining variable tax fairness was measured by 7 items, the

Cronbach’s alpha value was .905, the items were adapted from Benk et al. (2012), and

the last variable tax knowledge was measured by 5 items. However, after conducting

factor analysis, the fifth item has been removed due to low value of the variable. After

the removal of the fifth item, the Cronbach’s alpha value for the remaining items was

.800, the items were adapted from Poudel (2017). For all variables, the researcher has

used a five-point Likert scale from strongly agree to strongly disagree.

To analyze the collected data, the researcher used descriptive statistics analysis, factor

analysis, correlation analysis, and multiple regression analysis to know the result of
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variables by using SPSS Version 22. Moreover, the model of the study is described as

follows:

Y ¼ B0 þ β1X1 þ β2X2 þ β3X3 þ β4X4 þ β5X5 þ е

where Y = tax evasion, X1 = moral obligation, X2 = tax fairness, X3 = tax knowledge, X4

= subjective norms, and X5 = attitude towards the behavior, β = beta coefficient, B0 =

constant, e = other factors not included in the study (0.05 random error).

Results and discussion
Level of respondents

As indicated in Table 1 from the total respondents, 88.4% are categorized under level

“C,” 4.1% are leveled under “B,” and the remaining 7.6% of respondents have been

categorized under level “A”.

Factor analysis of the study variables

To undertake exploratory factor analysis, the data should fulfill the following assump-

tions. The first assumption is the variables should be ratio, interval, and ordinal; the

second one is within the variables there should be linear associations; the third assump-

tion is a simple size should range from 100 to 500; and the last assumption is the data

without outliers. Thus, this study data have been checked by the researcher whether

the data meets the assumption or not. After checking the assumptions, factor analysis

was conducted as follows.

KMO and Bartlett’s test

Conducting KMO and Bartlett’s test is a precondition to conduct the factor analysis of

the study measuring variables. KMO measures the adequacy of the sample of the study.

In the result reported in Table 2, the value was 0.883 and enough for the factor ana-

lysis. Related with Bartlett test as shown in Table 2, the value is 5727.623 (p < 0.001),

which reveals the adequacy of data using factor analysis.

As shown in Table 3, factors were extracted from study data; there was a linear rela-

tionship between variables. From the table, we can understand that 6 variables have

more than one eigenvalue. The first factor scored the value 31.782 of the variance, the

second value is 11.739 of the variance, the third factor scored 8.246 of the variance, the

fourth factor accounts for 6.725 of the variance, the fifth factor also accounts for 5.233,

and the last factor scored 4.123 of the variance. All six factors were explained cumula-

tively by 67.85% of the variance.

As shown in the Fig. 2, the scree plot starts to turn down slowly at the low eigenvalue

which is less than 1. The six factors eigenvalue is greater than one.

Table 1 Tax payers level

Frequency Percent Valid percent Cumulative percent

Valid Level “A” 28 7.6 7.6 7.6

Level “B” 15 4.1 4.1 11.6

Level “C” 327 88.4 88.4 100.0

Total 370 100.0 100.0

Source: own survey (2020)
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The pattern matrix is shown in Table 4 which is able to show the loading of each

variable and the relationship of variables in the study. The highest value among the fac-

tors measured the variable considerably. The cutoff point of loading was set at .35 and

above. Based on the loading cutoff point except two factors, all are significant and ana-

lyzed under this study. From the six variables (five independent and one dependent) in-

corporated under this study, the identified factors show that how significantly enough

Table 2 KMO and Bartlett’s test

Kaiser-Meyer-Olkin measure of sampling adequacy. .883

Bartlett’s test of sphericity Approx. Chi-square 5727.623

Df 351

Sig. .000

Source: own survey (2020)

Table 3 Total variance explained

Component Initial eigenvalues Extraction sums of squared
loadings

Rotation sums
of squared loadings

Total % of
variance

Cumulative
%

Total % of
variance

Cumulative
%

Total

1 8.581 31.782 31.782 8.581 31.782 31.782 6.862

2 3.170 11.739 43.521 3.170 11.739 43.521 6.456

3 2.226 8.246 51.766 2.226 8.246 51.766 4.036

4 1.816 6.725 58.492 1.816 6.725 58.492 3.783

5 1.413 5.233 63.724 1.413 5.233 63.724 3.963

6 1.113 4.123 67.847 1.113 4.123 67.847 2.991

7 .847 3.138 70.985

8 .810 2.999 73.984

9 .753 2.790 76.774

10 .611 2.262 79.035

11 .603 2.235 81.270

12 .525 1.944 83.214

13 .476 1.763 84.976

14 .440 1.628 86.605

15 .423 1.567 88.172

16 .397 1.471 89.643

17 .356 1.317 90.960

18 .348 1.288 92.247

19 .314 1.162 93.410

20 .287 1.064 94.473

21 .276 1.022 95.495

22 .253 .937 96.432

23 .221 .820 97.252

24 .217 .804 98.057

25 .203 .751 98.808

26 .173 .642 99.449

27 .149 .551 100.000

Extraction method: principal component analysis
Source: own survey (2020)
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to measure the situation. These factors have scored greater than 1 eigenvalue and able

to explain 67.85% of the variance. In general, the detail variables and their factor are

described as follows:

The first component tax fairness has 7 factors; the eigenvalue is 8.58 and able to explain

31.78 of the total variance. In this component, the highest contributed factor was item

TF3 (weight = .925), TF5 (weight = .865), TF1 (weight = .859), TF2 (weight = .778), TF4

(.668), TF6 (weight = .614), and TF7 (weight = .568). The second component was tax eva-

sion and has 5 items; the eigenvalue is 3.17 and explaining 11.73 of the variance. The fac-

tor weight of the items, TE4 (factor weight = .860), TE5 (factor weight = .810), TE3

(factor weight = .730), TE2 (factor weight = .650), and the last one is TE1 (factor weight =

.606). The third component was subjective norms; it has 4 factors the weight of each fac-

tor described as follows. The first item SNS1 weight = .898, SNS2 factor weight = .887,

SNS4 factor weight = .846, and SNS3 factor weight = .820. Moreover, the eigenvalue of

this component is 2.226 and explained 8.246 of the variance of the study. The fourth com-

ponent is an attitude towards the behavior. This variable has four factors that have 1.816

eigenvalue and explained 6.725 of the total variance. Among the items, ATB2 factor

weight = .863, ATB1 factor weight = .792, ATB3 factor weight = .791 and the last factor is

ATB4 factor weight = .500. The fifth component of the study is tax knowledge; at the very

beginning of this variable, the researcher adapted five items. However, one item (TK5)

was not significant and removed from this analysis. In this component, the highest value

was scored by TK3 (factor weight = .866), the second highest TK2 (factor weight = .801),

the third highest factor weight (weight = .700), and the last factor is TK4 (weight = .690).

The eigenvalue of this component was 1.413 and explained 5.233% of the variance. The

last component is a moral obligation; like tax knowledge, the researcher adapted for this

variable 4 items, though, one item (MO4) was not significant and removed from the items

list. The eigenvalue of this component was 1.113 and explained 4.123 of the variance.

From the items, MO1 scored the highest factor weight of .891, the second highest weight

in this component was MO3 with a factor weight of .854, and the third highest factor

weight was scored by MO3 with a value of .508.

Association analysis of the study variables

To analyze the correlation between variables as shown in the Table 5, the relation be-

tween subjective norms with taxpayers engaged in tax evasion is r = 0.240 (p < 0.05); this

indicates that there is a statistically significant relationship between the two variables. The

relationship between ATB with TE, MO with TE, TK with TE, and TF with TE, the Pear-

son correlation result is r = 0.318 (p < 0.05), r = 0.371 (p < 0.05), .446, and r = 0.691 (p <

Fig. 2 Scree plot. Source: own survey (2020)
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0.05) respectively and statistically significant. It implies that the independent variables

have a positive relationship with the dependent variable of the study with a statistically

significant level of p < 0.05 and n = 370.

Effect analysis of the study variables

As shown in Table 6, the study independent variables (SNS, ATB, MO, TK, and TF) ex-

plained the study dependent variable (TE) by 54.9%. This result indicates that there are

other variables that explain the dependent variable by 45.1% which has not been inves-

tigated under this study.

Hypothesis test

The proposed hypothesis of the study has been tested based on the coefficient of regres-

sion and the “p” value of the study variables. The detail result is described as follows:

Table 4 Pattern matrix

Component

1 2 3 4 5 6

TF3 .925

TF5 .865

TF1 .859

TF2 .778

TF4 .668

TF6 .614

TF7 .568

TE4 .860

TE5 .810

TE3 .730

TE2 .650

TE1 .606

SNS1 .898

SNS2 .887

SNS4 .846

SNS3 .820

ATB2 .863

ATB1 .792

ATB3 .791

ATB4 .500

TK3 .866

TK2 .801

TK1 .700

TK4 .690

MO1 .891

MO3 .854

MO2 .405 .508

Rotation method: Promax with Kaiser normalization. Source: own survey (2020)
Rotation converged in 6 iterations
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H1. Moral obligation has a negative influence on taxpayers to engage in tax evasion.

As shown in Table 7, moral obligation influences positively the taxpayers to engage

in tax evasion activities with a beta value of .177 and p < .05. This result entails that

the taxpayers are influenced by other stakeholders to engage in tax evasion, and they

have low moral value to pay the tax levied by the government. This result is supported

by the finding of Alleyne and Harris (2017), Rantelangi and Majid (2018), and Sadjiarto

et al. (2020). Thus, the hypothesis related to this variable has been rejected because

moral obligation influences positively taxpayers to engage in tax evasion.

H2. Tax fairness has a positive influence on taxpayers to engage in tax evasion

To minimize the participation of taxpayers engaged in tax evasion, tax fairness plays

a significant role. The regression result indicates in Table 7 that tax fairness positively

influences the taxpayers to engage in tax evasion. This result is similar to the finding of

Majid et al., (2017) and contradicts with the finding of Rantelangi and Majid (2018)

and Alkhatib et al. (2019). Accordingly, the proposed hypothesis has been accepted be-

cause the beta value is .563 and the p value is less than .05.

H3. Tax knowledge has a negative influence on taxpayers to engage in tax evasion

Table 7 shows that tax knowledge influences the taxpayers positively to engaged in

tax evasion. The beta value is .183 and the value is p = 0.00. It is known that when the

taxpayers were not well informed about the importance of tax for the country develop-

ment and the devastating issues of tax evasion, they will be forced to engage in tax eva-

sion. This finding contradicts the finding of Rantelangi and Majid (2018) and is

supported by the finding of AlAdham et al. (2016). To conclude, the proposed

Table 5 Correlations of the variables

Variables TE SNS ATB MO TK TF

Pearson correlation Tax evasion (TE) 1.000

Subjective norms (SNS) .240 1.000

Attitude towards the behavior (ATB) .318 .394 1.000

Moral obligation (MO) .371 .149 .376 1.000

Tax knowledge (TK) .466 .096 .193 .303 1.000

Tax fairness (TF) .691 .236 .340 .230 .398 1.000

Sig. (1-tailed) (TE with other variables) .000 .000 .000 .000 .000 .000

Source: own survey (2020)

Table 6 Model summary

Model R R
square

Adjusted
R square

Std.
error of
the
estimate

Change statistics

R square change F change df1 df2 Sig. F change

1 .745a .555 .549 .62660 .587 103.408 5 364 .000

Source: own survey (2020)
aPredictors: (constant), TF, SNS, MO, ATB, TK
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hypothesis rejected because tax knowledge positively influenced the taxpayers to engage

in tax evasion.

H4. Subjective norms have a positive influence on taxpayers engaged in tax evasion

Table 7 indicates that subjective norms have not been significantly influenced posi-

tively by the taxpayers engaged in tax evasion, which means taxpayers were not influ-

enced by others to participate in tax evasion activities. This result is consistent with the

finding of Alleyne and Harris (2017). Thus, the proposed hypothesis is rejected because

the variable of subjective norms was not statistically significant with a p value of .099.

H5. Tax payers’ attitude towards the behavior has a positive influence on taxpayers to

engage in tax evasion

As indicated in Table 7, attitudes toward the behavior were not significantly influen-

cing the taxpayers to participate in tax evasion with the p value of .985. However, ac-

cording to the study conducted by Alleyne and Harris (2017), attitude toward the

behavior significantly predicts the intentions of taxpayers to engage in tax evasion. This

finding contradicts with this study result. To conclude, the proposed hypothesis has

been rejected because the variable is not statistically significantly influencing the

taxpayers to engage in tax evasion activities.

Discussion
According to Table 7 through the examination of coefficients, moral obligation had a

positive effect on tax evasion having a coefficient of .197. This means that a 1% change in

moral obligation keeping the other things remain constant can result to motivate tax-

payers to engage in tax evasion by 19.7% in the same direction. This finding is similar to

the result of Alleyne and Harris (2017), Nangih and Dick (2018), Rantelangi and Majid

(2018), and Sadjiarto et al. (2020). Tax knowledge had a positive effect on tax evasion hav-

ing a coefficient of .174. This indicates that a 1% change in tax knowledge keeping the

other things constant can result in a change in taxpayers to engage in tax evasion by

17.4% in the same direction. This finding contradicts the finding of Rantelangi and Majid

(2018) and is similar to the finding of AlAdham et al. (2016) and Thu (2017). Tax fairness

also had a positive effect on tax evasion having a coefficient of .468. This implies that a 1%

change in tax fairness keeping the other things remain constant can result in a change in

Table 7 Coefficients of variables

Model Unstandardized coefficients Standardized coefficients T Sig.

B Std. error Beta

1 (Constant) .623 .174 3.589 .000

SNS .050 .030 .063 1.656 .099

ATB − .001 .044 − .001 − .018 .985

MO .197 .043 .177 4.547 .000

TK .174 .037 .183 4.661 .000

TF .468 .033 .563 14.021 .000

Source: own survey (2020)
Dependent variable: TE
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taxpayers engage in tax evasion by .468% in the same direction. This result is similar to

the finding of Majid et al. (2017) and contradicts the finding of Alkhatib et al. (2019) and

Rantelangi and Majid (2018). Thus, the final model of the study would be:

Tax evasion = .623 + .197MO + .174TK + .468TF

To generalize, the standardized beta coefficient indicates that tax fairness highly af-

fects taxpayers to engage in tax evasion by 56.3%, tax knowledge affects secondly tax-

payers to engage in tax evasion by 18.3%, and moral obligation affects taxpayers to

engage in tax evasion by 17.7%. The remaining variables subjective norms and attitude

towards the behavior were not statistically significant.

Conclusion and recommendations
Every citizen of the country was subjected to pay the tax of the country levied by the au-

thority that administered the revenue. However, the taxpayer may be reluctant to pay a

tax based on their revenue. There are push factors that instigate payers to engage in tax

evasion. Sometimes the payers may be convinced themselves that being engaged in tax

evasion is ethical, others may consider it unethical. They may argue “I Do Not Receive

Benefits, Therefore I Do Not Have to Pay” (Robert, 2012). This study tried to examine the

factors that influence taxpayers to engage in tax evasion by identifying five factors namely

moral obligation, tax fairness, tax knowledge, subjective norms, and taxpayers’ attitude

towards the behavior. The study findings based on the result analysis described as follows.

The correlation analysis of the study shows that there was a positive and statistically

significant relationship between independent variables with the dependent variable (tax

evasion). The regression result, on the other hand, revealed that tax knowledge affects

taxpayers to participate in tax evasion activities with a statistically significant level. This

finding can be evidence that the knowledge of the taxpayers regarding the importance

of tax is limited. Because according to the regression result, they engaged in the tax

evasion activities in the study area. The other factor that affects taxpayers to engage in

tax evasion is tax fairness. The regression result of tax fairness supported that taxpayers

have been affected by the fairness of the tax system in the study area to participate in

tax evasion. The finding confirms that the tax charged by the government is not fair for

payers. Thus, we can conclude that due to the absence of tax fairness taxpayers are engaged

in tax evasion in the city administration. The other variable moral obligation regression re-

sult confirms that moral obligation affects positively taxpayers to engage in tax evasion. This

is signal that taxpayers did not know the moral value of retaining from tax evasion that is

why the moral obligation results in positive and statistical significance. Generally, tax

fairness highly affects taxpayers to evade taxes, tax knowledge affects secondly, and moral

obligation affected tax payers thirdly to evade tax in the city administration.

Based on the findings, the following recommendations have been forwarded by the

researcher. The first one is creating a fair tax payment system, or charging fair tax for

the payers helps to reduce the participation of payers in tax evasion. The second rec-

ommendation is cascading different training related to tax will help taxpayers to pay a

tax based on their annual income. The last recommendation is related to tax moral or

moral obligation. The moral is an abounding rule for human beings to know the right

and wrong activities. The authority is better to strive to recognize the payers about the

moral obligations of the payers and better to inform to the payers to think about the

shattering effect of tax evasion for the country development and city as well.
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Further future lines of research will attempt to:

� Investigate the employees’ side of tax authority and the perception of the

community towards tax evasion.

� Explore other influencing factors that affect tax payers to engage in tax evasion

which are not incorporated under this study.

� Conducting a comparative study on one city, region, and country with others.

Suggestion for future study

This study addresses only one city administration in Amhara region; other researchers

are better to undertake the study on one more cities.
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