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Abstract

Purpose —In countries where the electronic levy (e-levy) has been implemented, one question that resonates with
the populace is, “how much would you want to pay for e-levy per transaction?” In response, varied perspectives
have been shared with no convergence. Against this background, this study seeks to estimate people’s
willingness to pay (WTP) for electronic transaction levy in Ghana, while analysing the associated determinants.
Design/methodology/approach — This study relies on a survey of 2,810 respondents obtained from
February 9 to 16, 2022 in Ghana. A multivariate logit model was estimated with its marginal effects. Further,
a robustness check was undertaken using the linear probability model to validate the results.

Findings — With respect to the sample, the authors find evidence that approximately 46% of the respondents
are not willing to pay any amount per transaction for the e-levy. Second, about 21% of the respondents are
willing to pay Ghs0.5% as e-levy per transaction. Furthermore, about 10% of the respondents are willing to pay
1% per transaction as e-levy. Those who indicated that they would pay rates above 1% (specifically, 1.50%—
1.75%) per transaction are less than 5%. For flat rates, approximately 10% of the respondents were willing to
pay Ghsb per month for all transactions above Ghs100. All others who are interested in other flat rates together
are less than 5% of the respondents. The key statistically significant determinants of the probability that an
individual would be willing to pay for the e-levy are also provided. This study recommends a comprehensive
dialogue between the government and all stakeholders to reach a reasonable conclusion on an acceptable e-levy
rate and by extension, implementation strategies.

Originality/value — To the best of the researchers’ knowledge, this is the first empirical study that estimates
individuals’ willingness to pay for e-levy on electronic transactions in a developing country.

Keywords Electronic transactions, E-Levy, Willingness-to-pay, Ghana
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1. Introduction

Information and communication technology (ICT) and digitalisation have played key roles in
the development of both developing and developed economies. ICTs have enhanced economic
production, financial services and health service delivery as well as led to improved outcomes
in education and poverty reduction (Raheem et al., 2020). More recently, the quest to increase
the share of human activities and interactions that rely on ICTs have led many emerging
economies on a path of digitalisation. As a result, the use of mobile devices and other ICTs
have increased rapidly (Stocchi ef al., 2022). This increase has been partly spurred by the
proliferation of digital applications (apps) that aid service delivery in many sectors of
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economies worldwide (Arora et al., 2017; Sabbagh et al., 2013). One sector that has been a
primary beneficiary of the digitisation agenda is the financial sector.

Mobile money has emerged as a key product of the ICTs and digitisation era where financial
transactions, payments and receipts of money can be done with the aid of mobile phones and
telecommunication services, and Ghana has not been left out. Since its introduction in Ghana in
the year 2009, mobile money usage has increased steadily. The number of registered mobile
money accounts has increased from less than five million in 2013 to over 38.4m as of end of year
2020 (Bank of Ghana, 2017). This is testament of the astronomical growth of mobile money usage
among residents in Ghana. Admittedly, mobile money has not been the only digitally aided
means of making financial transactions. Indeed, other online and digital payment platforms exist
through which clients can execute similar transactions.

It is trite knowledge that emerging economies such as Ghana have a myriad of challenges
with respect to infrastructure, energy and health service delivery among others. However, due
to low productivity, a large informal sector with limited data for tax collection purposes and
poverty, such economies usually struggle to raise the needed revenue to execute their
development agenda (Gupta, 2007). As a result, these countries often have to incur higher
expenditures than their revenues can match, leading to budget deficits and increased debts.
In recent years, exogenous shocks such as the COVID-19 pandemic with its consequences
including disruptions in global supply chains have placed such emerging economies in dire
straits. Ghana, for instance, had spent over GH¢ 12bn (US$ 1.5bn) [1] on expenditures to contain
the spread of COVID-19 and provide reliefs and buffers to its citizens between 2020 and 2021
(MoFEP, 2022). Apart from the exogenous shocks mentioned, Ghana has had to deal with its
own endogenous shocks to her economy. One of such shocks was a financial sector clean up
exercise conducted to sanitize the sector and restore investor confidence following the
discovery of poor management and governance of some financial institutions — an activity
which cost the nation around GH¢ 21.6bn which translates into 5.6% of GDP and led to over
6,000 job losses (MoFEP, 2020). The implication is that extra expenditures had to be incurred by
the government to contain these exogenous and endogenous shocks, resulting in the need for
more revenue to finance the growing expenditure.

Besides borrowing from the capital market and bilateral/multilateral sources, the
government of Ghana decided to impose an electronic transactions tax, herein after referred
to as the e-levy, on financial transactions conducted digitally as a means to rake in extra
revenue to finance its extra expenditures and close its fiscal deficit gap. The e-levy is imposed
on all financial transactions conducted by households and firms with a tax-free window on
the first Gh¢ 100.00 (US$ 12.5) value of transactions daily. Thus, transfers from one mobile
money account to the other, transfers from a bank account to a mobile money account and
vice versa as well as transfers of funds from one bank account to the other are all transactions
that attract the tax. An initial tax rate of 1.75% was proposed by the government, which was
later reviewed to 1.5% [2] before the implementation of the tax [3].

The announcement of the tax was made in November 2021 during the presentation of the
budget for the fiscal year 2022 by the Ministry of Finance to the Parliament of Ghana.
The announcement was greeted with mixed reactions from a large section of Ghanaians on
the appositeness of the tax and its implications for the digitisation agenda. Indeed,
itappeared that the opposition to the new tax may have been widespread enough to warrant a
delay of the implementation from the initially proposed date of January 1, 2022, to May 1,
2022. During this four-month window, the government attempted to engage citizens through
public fora to explain the rationale for the new tax and urge them to embrace it as a self-help
means to finance development as opposed to constant borrowings to finance government
expenditures. Prospective taxpayers (potentially every mobile money user and economic
agents who transact financial activities digitally), on the other hand, expressed different
opinions on whether they were prepared to pay the e-levy, the rate at which they would be



willing to pay the tax or whether they would find ways to avoid the tax altogether -
i.e. primarily by avoiding the use of digital platforms to make financial transactions. On the
back of the mixed reactions that greeted the announcement and preparations for the
implementation of the tax, this study seeks to examine the willingness of economic agents to
pay for the e-levy in Ghana. The following questions emerge which this study seeks to
answer: Do residents in Ghana want to pay the e-levy? What rate of tax are people willing
to pay as e-levy? What factors - behavioural, socioeconomic, community level, institutional -
influence people’s decision to pay the e-levy and how much they are willing to pay?

Willingness to pay (WTP) has been employed as a technique in many countries for
examining the readiness of consumers to pay for a wide variety of goods or services. WTP
has been used to study clean energy adoption in India (Chindarkar ef «l., 2021); adoption of
domestic biogas plants in Nepal (Thapa et al., 2021); payment for solar photovoltaic systems
in China (Li et al., 2022); improved health services in Saudi Arabia (Al-Hanawi et al., 2020);
demand for remanufactured products in China (Chen et al, 2019) and payment for COVID-19
vaccines in Indonesia (Harapan ef al., 2020) among others.

In Africa, studies have been done using the WTP approach to study efficient cookstove
adoption in Uganda (Beltramo ef al., 2015) and demand for telemedicine services in Nigeria
(Arize and Onwujekwe, 2017) among others. In Ghana, the WTP approach has been used to
study LPG adoption (Adjei-Mantey et al., 2021); restoration of reserved forests (Amoah et al.,
2022); reliable piped water systems (Amoah and Moffatt, 2021) and demand for insecticide
treated nets (Alfonso et al., 2020) among others. While a few prior studies have investigated
the WTP taxes in places such as Britain and Italy (Zhang et al., 2016) and in America (Glaser
and Hildreth, 1999), no empirical study has been conducted in Ghana to investigate the WTP
for a tax to the best of our knowledge, making this study among the first ones to investigate it.
This will make a useful contribution to the global literature on WTP taxes in particular and
WTP in general. This study makes a novel contribution to the literature for several reasons.
This study represents the first empirical examination of the willingness to pay (WTP) for the
e-levy in Ghana and identifies the key determining factors. Furthermore, contrary to several
WTP studies that premise households’” WTP on a hypothetical scenario, and for which
households know they may never actually have to pay the amounts they state as their WTP
(Amoah et al., 2019, 2022; Adjei-Mantey et al., 2021; Chindarkar ef al., 2021; Ortega et al., 2012),
this study was premised on an actual scenario which households were bound to face given the
government’s resolve to carry through the implementation of the tax. Thus, this study is one
of few WTP studies where the amounts (or in this case, the rates of tax) households state
might actually reflect what they really want to pay. To this end, this study is useful not only
with respect to expanding the knowledge on the subject matter but also to the government of
Ghana, as it provides scientific evidence of the willingness to pay for the tax, which can
support a review of the tax, should that be considered in the future. Similar to the case of
Ghana, this study will also help the governments of other developing countries come up with
their tax policies if they want to put taxes on electronic transactions. The period for the data
collection (February 2022) was after the announcement of the tax but before the
implementation of the tax. Hence, respondents were in an actual “preparation to pay a new
tax” stage and would likely be real rather than overstate their responses compared to the
typical hypothetical scenario context. The rest of the study is structured as follows: section 2
reviews the related literature; section 3 details the methodology employed to collect and
analyse data; section 4 presents the findings and discusses them, and section 5 concludes.

2. Literature review
Empirical literature suggests that the motivation behind an individual’s willingness to pay
tax is contingent on the examination of their attitude towards paying taxes (see
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Schnellenbach, 2006). The dominant theoretical approach underneath this outcome is the
concept of tax morale (Torgler, 2005). Tax morale is an inherent drive to pay taxes gauged by
the willingness to pay tax out of one’s own volition and the belief that paying taxes plays a
major role in nation-building (Alm and Torgler, 2006; Torgler and Schneider, 2007).

The literature further indicates that tax morale is a complex concept as it can be influenced
by a host of socio-demographic factors such as age, gender, educational attainment,
employment status and income (Gupta, 2016; Amponsah and Adu, 2017; Aladejebi, 2018;
James et al., 2019). Further, the fiscal exchange theory, social influence theory, political
legitimacy theory and comparative treatment theory present non-socio-demographic factors
relevant to tax payment (Alm ef al., 1999; Chorvat, 2007; Galbiati and Zanella, 2012; Van
Huong and Cuong, 2019; Rashid et al., 2022). For the purpose of this study, the theories of
fiscal exchange and political legitimacy better underscores the empirical model we adopted,
hence its use. Thus, the theories are different; although some may overlap, each has its own
factor(s) affecting tax payment.

The fiscal exchange theory postulates that delivering high-quality public goods and
services and ensuring that they are easily accessible to the general public will increase tax
compliance (Levi, 1988; Moore, 2004). Thus, the extent to which the government uses tax
revenue to benefit society determines whether or not people are willing to pay their taxes.
Tax payment is driven by the government’s responsibility, openness, and honesty about tax
revenues, and it improves when the money citizens pay as taxes is used to finance the desired
public goods and services are regarded as reasonable, cost-effective and efficient.

Political legitimacy theory argues that a citizen’s level of trust in the government and its
nstitutions affects their willingness to pay taxes (Kirchler et al., 2008). When there is mistrust
among the populace, tax compliance is predicted to be lower than when there is a strong
perception of trust in the government. Thus, the level of trust that the public has in the
government’s performance as well as their assessment of the numerous public goods and
services that are offered by the government is measured in terms of their trust level in the
government.

These theories suggest that the taxpayer’s behaviour is expected to be positively related to
the utility derived from tax payments. These views are predicated on a social, psychological, or
relational agreement between the government and the citizens. Consequently, citizens and the
government develop a friendly relationship based on reciprocal trust, accountability and
transparency. Several empirical studies have been conducted in line with these theories (Mas'ud
et al., 2019; Adekoya and Enyi, 2020; Sebele-Mpofu, 2021; Korgaonkar, 2022). For instance,
Mas'ud ef al. (2019) investigated the effect of trust in authorities on tax compliance using a
slippery slope framework. By using a sample of 158 countries and ordinary least squares
regression analysis, the authors revealed that trust in authorities significantly influences tax
compliance. Saruji et al. (2019) also studied trust in government and perceptions of tax
compliance among adolescents. The study showed a positive and statistically significant impact
of trust in government and tax compliance among adolescents. Sebele-Mpofu (2021) examined
the willingness to pay taxes in the informal sector in Zimbabwe. Using a sequential exploratory
mixed-method research design, the author shows that tax morale was a strong driver of tax
evasion and non-tax compliance in the informal sector. Adekoya and Enyi (2020) investigated
the control of corruption, trust in government and voluntary tax compliance in Nigeria. The
authors revealed that control of corruption positively influenced voluntary tax compliance.

In Tanzania, Kinyondo and Byaro (2019) investigated the effect of trust in government on
willingness to pay tax to provide public goods and services. By using the logit model and the
Chi square test, the authors found that trust in government is key in promoting willingness to
pay for taxes to finance public goods and services. The results revealed that only 43.5% of the
citizens showed their satisfaction of government’s provision of public goods and services,
implying that a greater percentage of the population were not satisfied and therefore



unwilling to pay tax to enhance the provision of public goods and services. Using a multilevel
regression model on Afrobarometer survey data, Bwalya (2020) explored the degree to which
individual and country level factors affect the willingness to pay more taxes to finance health
care in Southern African Development Community (SADC) member states. The author
showed that trust in the government is key in driving willingness to pay. In a recent study,
Korgaonkar (2022) investigated the elements influencing tax morale in India. The authors
found that tax morale is positively impacted by their trust in the government, parliament and
public services.

Existing studies have identified a number of socio-demographic factors such as age, gender,
education, marital status, income and employment as key determinants of willingness to pay tax
(Gupta, 2016; Amponsah and Adu, 2017; Aladejebi, 2018; James et al, 2019). With regard to age
for instance, James et al. (2019) revealed that older people are more willing to pay tax because
they are more law abiding, dislike risk and are sensitive to punishment associated with non-tax
payment. It is also likely that older persons might have acquired wealth overtime and are less
financially constrained and thus more willing to pay tax. Again, older people may appreciate the
judicious use of their taxes to national development relative to the younger cohorts. Lago-Penas
and Lago-Penas (2010), Amponsah and Adu (2017), Zhao et al. (2021) and Beeri et al. (2022) have
also found a positive relationship between age and tax compliance. Using a sample of 321
respondents, Gupta (2016) investigated the willingness to pay carbon tax employing probit and
tobit approach and a CVM. Surprisingly, the author showed that age has a negative and
significant effect on willingness to pay indicating that young people are willing to pay extra
because they might be more aware of the dangers associated with air pollution and therefore
more conscious of the environment.

Gender and marital studies have also been found in many empirical studies to affect the
willingness to pay tax (Alm and Torgler, 2004; Amponsah and Adu, 2017; Aladejebi, 2018;
Agyeiwaa et al., 2019; Chatterjee and Barbhuiya, 2021; Zhao et al., 2021). In general, results are
mixed regarding gender and tax compliance (McGee and Benk, 2011; Chatterjee and
Barbhuiya, 2021; Zhao et al., 2021). With regard to marital status, Seidu and Asante (2011)
found that married self-employed individuals are more willing to pay taxes compared to
unmarried self-employed individuals.

A plethora of empirical studies have also examined the effect of income on willingness to
pay tax (Kirchler et al., 2010; McGee, 2012; Gupta, 2016; Zhao et al., 2021; Beeri et al., 2022). The
results from these studies indicate that higher income earners are more willing to pay tax
compared to those with lower incomes. The reason for these outcomes is not far-fetched as tax
may form an insignificant proportion of income for those with higher incomes; therefore, they
will be willing to pay as it would not affect their disposable income to a greater degree. For
low-income earners, however, their unwillingness to pay tax may stem from the fact that it
takes a chunk of their disposable income, making it difficult for them to satisfy their basic
needs. Gupta (2016) also examined the willingness to pay to attenuate carbon dioxide
emission from the road passenger transport sector. The study revealed that income exerts a
positive and a significant effect on willingness to pay for carbon tax. Studies by Porcano
(1988), McGee (2012), Zhao et al. (2021) and Beeri et al. (2022) have also revealed a positive and
a significant relationship between income and tax compliance.

Knowledge is a major ingredient in shaping attitude and plays a critical part in decision
making (Brucks, 1985; Alba and Hutchinson, 1987). Thus, the degree of knowledge of the tax
process is key to defining the attitude of the taxpayer and consequently the willingness to pay
tax. Knowledge has been divided into two parts: objective and subjective knowledge
(e.g. Brucks, 1985; Flynn and Goldsmith, 1999). Objective knowledge denotes the extent to
which an individual knows, and subjective knowledge refers to how much an individual
thinks they know about something. Thus, subjective knowledge displays opinion, awareness
and perception about a product, an object, or an issue, whereas objective knowledge denotes
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accurate knowledge of a subject. Scores of studies have examined the effect of knowledge on
the willingness to pay or tax compliance behavior (Armah-Attoh and Awal, 2013; Akinboade,
2015; Septyana and Suprasto, 2019; Amin et al., 2022).

Septyana and Suprasto (2019) investigated the effect of tax knowledge on tax compliance
while controlling for tax amnesty. By using a convenience sampling technique and a
moderated regression analysis, the authors revealed that the knowledge of the taxpayer
exerts a positive and a significant effect on tax compliance. Armah-Attoh and Awal (2013),
Agyeiwaa et al. (2019) and Nguyen (2022) also revealed that knowledge drives tax compliance
behaviour. Having knowledge of the tax process and tax regulations could help individuals
honour their tax obligations without a glitch. However, inadequate knowledge of the tax
process and tax regulations can adversely affect willingness to pay (Pandey, 2017).

From the review of the literature, several studies (Aladejebi, 2018; James et al., 2019,
Amin et al., 2022) have examined the willingness to pay taxes in general. It is evident from the
empirical literature that the focus of the most previous studies had been on aggregate trust
and aggregate knowledge on willingness to pay tax. The present study disaggregates
knowledge into objective and subjective knowledge and incorporates demographic factors in
a single multivariate framework to examine willingness to pay for the e-levy in Ghana.

3. Methodology

3.1 Data

The introduction of e-levy in Ghana is a nationwide exercise, and as such, all regions as
prescribed in the 2021 Population and Housing Census by the Ghana Statistical Service (2021)
are used. Given that individual electronic transaction users are the unit of analysis, primary
data was obtained with the aid of Google online forms as the main instrument for the data
collection. The main survey started from February 9 to February 16, 2022. The main survey
was preceded by a day’s pilot survey. To timely inform the discourse on the introduction of
the e-levy, the snowball sampling technique came in handy and was ideal for the purpose
instead of other random probability sampling methods. As noted by Johnson (2014), the
snowball sampling technique, which is a non-probability approach, is a cost-effective and
efficient method for obtaining data from hard-to-reach respondents, particularly when
collecting data from a wide range of geographic locations. Additionally, this method is
particularly effective for exploratory studies as it allows for the quick examination of initial
phenomena and population. Due to its ability to aid in quickly gathering data on topical
issues, this method is often recommended for embryonic studies of this nature to inform
future designs and policy discourse. Similar to Amoah and Addoah (2020), by way of
application, the researchers shared the survey instrument on their social media platforms
with instructions to complete and also share with their social media networks. Through this
approach, all the sixteen geographical regions were observed to have been represented and
exactly 2,810 respondents were obtained as the sample size. In line with the application of the
sample size statistical formula provided by Yamane (1967), this sample size appears
statistically representative of the adult population in Ghana. The reason for selecting 2,810
adult population for the study is based on respondents’ willingness to voluntarily participate
in the survey between the start and end dates of the survey. Further, our sample size yields a
nationwide percentage sample of 0.0094% which is comparable to South Korea’s 0.0019%
(Kim and Yoo, 2020) and Germany’s 0.0068 % (Frondel et al., 2019). Admittedly, the snowball
approach is not without its weaknesses; however, through the descriptive responses, it is
evident that largely, the demographics of the respondents are geographically well-spread,
giving credence to the generality of our data. Indeed, data generality is expected to cure
possible cohort effects in snowballing. Nonetheless, because of the non-probability nature of
the sampling technique, we are cautious of generalisation of the findings.



For simplicity of presentation, the survey instrument comprised two main sections.
Section A comprises knowledge related questions on e-levy, trust related questions,
implementation related questions and other relevant e-levy related questions. Section B
focused on socio-economic characteristics of the respondents. The instrument provided an
opportunity for the respondent to voluntarily participate in the survey or decline
participation. Respondents after giving their consent were still at liberty to either
withdraw from the survey or skip a question where necessary. Generally, harmless
questions that only probe into the perspectives of respondents are considered ethically valid
as it does not pose a threat to humans and non-humans alike. To avoid duplication of entries,
respondents were limited to only one entry.

Responses were automatically collated in Microsoft Excel and analysed with STATA 15.
With about a 95% response rate, Table Al (see Appendix) shows that about 54% are willing to
pay arate of at least 0.5% per transaction or a flat fee of Ghs5-10 per month for all transactions or
transactions above Ghs100 as e-levy or other. The average age from the data is approximately
36 years. Only 5% of the respondents trust all the three arms of government together, about 68%
are identified as married, 57% are males, and 32 and 71% had objective and subjective
knowledge of e-levy, respectively. Using the minimum wage as the basis, except the no income,
we obtained Ghs406 as the lowest income, and Ghs 6,999 and above as the highest.

3.2 Econometric modelling

A standard multivariate logit model is used as our econometric estimator because of the
binary nature of the dependent variable. For robustness, the linear probability model (LPM) is
also estimated. Results from both estimators are presented in Table 6. To commence, we
follow Gujarati (1995), Amoah and Addoah (2020) and Amoah et al. (2020) and specify a linear
equation as:

P=E(Y =1X) = a1 + & X @
where Y = 1 measures the expected probability that a respondent who patronises electronic

services will pay for the e-levy, X is a vector of behavioural, cognitive and demographic
covariates. Next, equation (1) is solved following Amoah et al. (2020) to obtain equation (2):

[)Z,
Li=ln(1_a>=ai=al+az)(} @

To obtain the probabilities directly for easy interpretation of our results, the associated
marginal effect is presented as:

Sa(y|x) _ [EF (ax}a )

5(x) S(ax

Empirically, the estimable model is,
WTP; = ay + ayIncome; + asMS; + asMale; + 6(4Ag€1' 4 asSub; + asObji + a; Trust; + H;
“

where the dependent variable, WTP, measures the probability that a respondent would pay
e-levy. In addition, the independent variables used in this study are selected based on the tax
morale theory, existing empirical studies and data availability. First, income is theoretically
correct in specifying a demand function. So, income is measured in Ghana cedis and captured
in ranges. Relative to the lower income earners, we expect higher income earners to be willing
to pay the e-levy. Second, marital status (MS) is captured as a binary variable where 1
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Table 1.

Descriptive analysis of
WTP estimates for
E-levy

represents the married and 0 unmarried. Due to expected share in responsibilities, relatively,
we expect the married to be willing to pay the e-levy. In contrast, financial pressure on
married couples may be higher and can also affect their WTP, hence an ambiguous result is
expected. Third, Male is a binary variable where 1 represents male and 0 otherwise. Given the
setting of the study with male dominance economically, relatively, one may expect males to
be willing to pay the e-levy. Fourth, Age is measured in years and is introduced to gauge
experience of a respondent with regard to tax payment. A priori, we expect an ambiguous
relationship with WTP for e-levy. Fifth, knowledge, be it subjective (Sub: own knowledge) or
objective (Obj: same knowledge as proponents), is captured as a binary variable although
with varied intensities. We expect knowledgeable (well-informed about taxes and the state of
the economy) respondents to express higher willingness to pay the e-levy. Trust measures the
level of trust in all the three arms of government. It is represented as a binary variable. Those
who trust in the government are expected to endow them with their levies. We find no
evidence of severe multicollinearity among the right-hand-side variables.

4. Results

The descriptive analysis in Table 1 presents a break down on the four elevy amount
preferences. The preferences are zero payment, percentage per transaction payment, flat rate per
month payment and other form of payment. The percentage of respondents preferring a zero
payment makes up 45.98% which happens to be the highest percentage of respondents for any
cluster of responses in the e-levy amount options. The next 0.5% e-levy payment per transaction
is preferred by 21.05% of respondents while 1.04% of respondents support a 1% e-levy per
transaction. Furthermore, a total of 4.64% of respondents prefer a rate of between 1.5% and
1.75%. For those who prefer a flat fee, there is evidence that 9.96% support a flat fee of Ghsb per
month for all transactions above Ghs100 while 2.99% prefer a flat fee of Ghs10 per month for all
transactions above Ghs100 per month. Those who prefer a flat fee of Ghs10 per month for all
transactions make up 0.48% with 1.29% of respondents selecting a flat fee of Ghs5 per month for
all transactions. A total of 3.21% of respondents prefer other forms of e-levy amounts.

Table 2 shows the distribution of the categories of respondents who are associated with
zero e-levy payment and the non-zero e-levy payment options. About 46% of respondents are
not interested in paying any amount as e-levy while 54% are interested in paying varied
amounts as e-levy. This means that the majority of Ghanaians are not necessarily against the
payment of e-levy per se; however, the evidence so far suggests that their protest may be more
about the rate of the levy.

WTP estimates for E-levy Freq Percent Cum
0 (Zero) 1,247 4598 4598
0.5% per transaction 571 21.05 67.04
1% per transaction 282 104 7743
1.50% per transaction 86 317 80.6
1.70% per transaction 6 0.22 80.83
1.75% per transaction 34 125 82.08
A flat rate/fee above Ghs10 per month for all transactions 13 048 82.56
A flat rate/fee above Ghs5 per month for all transactions 35 1.29 83.85
A flat rate/fee above Ghs10 per month for all transactions above Ghs100 81 299 86.84
A flat rate/fee of Ghsb per month for all transactions above Ghs100 270 9.96 96.79
Other 87 321 100
Total 2712 100

Source(s): Authors own creation




Further, to appreciate the number of respondents who are interested in the e-levy payment
either as percentages or flat fees, we again categorize respondents’ preferences in the form of
percentages and flat fee per transaction. With reference to Table 3, for percentages per
transaction (0% included), approximately 84% indicated their preference for such option as
opposed to about 15% for flat fee payment per transaction. Similarly, the non-zero
percentages constitute 71 % while the flat fee constitutes 29%. Overwhelmingly, respondents
prefer to pay a percentage per transaction as e-levy, instead of a flat fee per transaction.

From Table 4, we show that for regions in Ghana with high incidence of poverty, their zero
payment constitutes 43.42% while non-zero payment represents 56.58%. Comparatively, for
regions with low incidence of poverty, there is a 62.5% preference for zero payment and
37.5% non-zero payment option. There exists a statistically significant difference in the
willingness to pay for e-levy in high and low-incidence of poverty districts in Ghana. From
this, we conclude that e-levy appeals to regions with relatively high-incidence of poverty more
than the regions with relatively low-incidence of poverty. Although this appears counter-
intuitive, nonetheless, it is plausible on grounds that the relatively rich regions tend to
undertake more transactions yielding a higher absolute transaction cost because the e-levy is
a consumption tax, hence their unwilling behaviour. Furthermore, the relatively poor regions
are mostly the recipients of remittances be it local or foreign, which in this case are e-levy
exempt. In cases where the poor becomes the sender, they enjoy the poor-threshold exemption
of the first Ghs100 (equivalent of about US$8), hence their willingness to pay.

The results in Table 5 show that there is a no political party domination effect on the
willingness-to-pay for the e-levy; this is so because the evidence from opposition party
dominated areas seems similar to the evidence gathered from the incumbent ruling party
dominated areas. Clearly, the evidence points to the fact that non-zero payment is the preferred
option irrespective of the dominant political party in the region. Stated differently, non-zero
payment cuts across the political divide of the country. This suggests that statistically, political
differences play no role in the willingness-to-pay decisions. That is, respondents in political party
dominated regions converge in their willingness-to-pay for e-levy.

The logistic regression results in Table 6 presents the determinants of the willingness-to-
pay for the e-levy with respect to the sample in Ghana. From the marginal effects (see column

Zero and non-zero E-levy payments Frequency Percent Cum
Zero Payment 1,247 4598 4598
Otherwise (Non-Zero Payment) 1,465 54.02 100
Total 2,712 100

Note(s): Table 2 excludes the “other” category
Source(s): Authors own creation
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Table 2.

WTP categorisation by
payment and non-
payment

Flat and percentages Frequency Percent Cum
Percentages (0% included) 2,226 84.8 84.8
Flat Rates/Fees 399 152 100
Total 2,625 100

Percentages (0% excluded) 979 71.0 71.0
Flat Rates/Fees 399 29.0 100
Total 1,378 100

Note(s): Table 3 includes the “other” category
Source(s): Authors own creation

Table 3.

WTP categorisation by
percentages and

flat rates
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Table 4.
WTP by regional
incidence of poverty

6), being married is associated with a 5.04% decrease in the probability of willingness-to-pay
for the e-levy. Although this is robust across our estimated models, it however contradicts
Seidu and Asante (2011). Furthermore, being a male reduces the probability of willingness-to-
pay for the e-levy by 9.50%. This evidence on males is in contrast with McGee and Benk
(2011). In Ghana, the male counterparts appear to be the more economically active gender
with many financial responsibilities. Any policy decision that would burden males financially
such as e-levy is less likely to interest them. In the case of age, a one-year increase in age is
associated with an instantaneous decrease in willingness-to-pay for the e-levy by 0.30%
which is at variance with the evidence in Gupta (2016). Thus, as people who have witnessed
the unproductive use of taxes over the years, they are less likely to commit in paying taxes.
Again, unlike subjective knowledge which appears statistically insignificant with a counter
intuitive negative sign, objective knowledge exhibits the expected positive sign in addition to
its statistical relevance. Indeed, respondents who demonstrated objective knowledge are
associated with 3.22% increase in the probability of willingness-to-pay for the e-levy. That is,
objective knowledge of the respondent that matches with the policy intention is critical in
rolling out the policy. This finding on objective knowledge corroborates the works of Armah-
Attoh and Awal (2013) and Septyana and Suprasto (2019). In addition, the intention to use or
not to use mobile money is represented in our model as behavioural change. With this
variable, we show evidence that respondents who are prone to behavioural changes are
associated with approximately 90% willingness-to-pay probability for the e-levy. Moreover,
in line with Habibov ef al. (2018) and Kinyondo and Byaro (2019), our result shows that
respondents who trust in the arms of government are associated with about 26% increase in
the probability of willingness-to-pay for the e-levy.

For the income categories, we find that relative to the zero income earners (i.e. unemployed
in the last 7 days of the survey), those who earn up to the minimum wage of Ghs406 per month
and Ghs 6,999 and above (highest income earners) have an increased probability of being
willing to pay the e-levy by about 11 % and approximately 9%, respectively. This evidence is
consistent with demand theory and corroborates with findings of other empirical works such
as Kirchler et al. (2010), McGee (2012) and Gupta (2016).

Poverty incidence Zero payment (%) Otherwise (non-zero payment, %)
High Incidence of Poverty 4342 56.58

Low Incidence of Poverty 62.50 37.50

T-Test —7.0486%**

Combined Observations 2,610

Degrees of Freedom 2,608

Note(s): *** Pr(|T| > |t]) = 0.0000
Source(s): Authors own creation

Table 5.
WTP by political
affiliation

Poverty incidence Zero payment (%) Otherwise (non-zero payment, %)
Incumbent Political Party Dominated Regions 45.71 54.29

Opposition Political Party Dominated Regions 46.52 53.48

T-Test -0.3776%

Combined Observations 2,610

Degrees of Freedom 2,608

Note(s): *Pr(|T| < |t|) = 0.1 (Not Statistically Significant)
Source(s): Authors own creation
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5. Conclusion and policy implications

From the findings presented in this paper, aside those who prefer zero e-levy, a tax rate of
0.5% is the most popular that dominates the non-zero e-levy tax rate among the sample
respondents in Ghana. This should give the government a glimmer of hope that the e-levy
appeals to a wide section of electronic fund users. The rich, unlike the poor, showed less
interest in the e-levy. Furthermore, the willingness to pay or not to pay the e-levy has very
little to do with political interest. In line with the literature on tax morale which is influenced
by a host of socio-demographic factors and other theories like fiscal exchange theory, the
social influence theory, the political legitimacy theory and the comparative treatment theory,
non-socio-demographic factors all play unique roles in determining the willingness to pay for
the e-levy by the respondents. Finally, the socio-demographic and non-socio-demographic
factors with theoretical underpinning that explains the willingness-to-pay for the e-levy by
the respondents are marital status, gender, age, objective knowledge, behavioural change,
trust and income levels.

By extension of the study’s implication, the e-levy in whatever form as a developing
economy tax mobilization channel promises many lessons to economic managers, especially
those in developing economies. Abolishing the e-levy is not the way to go for developing
countries that seek to mobilize revenue for national development. What the economic
managers of Ghana and other governments that seek to utilize the e-levy as a revenue handle
must do is to do the hard thinking regarding what optimal tax rate to charge that would not
taper the cashless and digital economy drive and potentially revert economies to the
traditional cash-based economy. Furthermore, governments must undertake massive public
educational campaigns about the e-levy and be transparent in the usage of funds mobilized
from the e-levy tax handle. A consideration of an e-levy rate above 0.5% is not recommended
by this study; however, a rate above 1% is strictly detested. In the worst-case scenario, we
prescribe a rate of 0.5-1% as about 32% of the respondents subscribe to it.

Overall, this study has gone through scientific rigour and presented some relevant
findings with policy implications. However, we acknowledge some limitations with the work.
First, the sampling technique did not strictly follow a probability process, so the findings
should be interpreted with respect to the sample. Second, e-levy concerns on financial
inclusion, rural and urban heterogeneous analysis, avoidance, attitude and behavioural
changes, coping strategies, etc., are recommended for future studies.

Notes

1. An exchange rate of US$1: GH¢8 as of July 2022.

2. The rate of tax has subsequently been revised downwards to 1% effective January 2023.

3. https:/gra.gov.gh/wp-content/uploads/2022/04/Electronic-Transfer-Levy-Act-2022-Act-1075.pdf
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Appendix Electronic

transaction

levy
Variable N Mean Ccv p25 p50 p75
WTP Dummy 2678.00 0.53 0.93 0 1 1

Marital Status Dummy 2810.00 0.68 0.69 0 1 1 679
Gender Dummy 2789.00 0.75 0.57 1 1 1
Subjective Knowledge Dummy 2810.00 091 0.32 1 1 1
Objective Knowledge Dummy 2805.00 0.66 0.71 0 1 1
Behavioural Changes Dummy 2810.00 0.18 213 0 0 0
Age (Years) 2810.00 35.87 0.28 30 34 41

Income 2810.00 2.85 0.519 2 3 4 Table Al.

Trust Index Dummy 2810.00 0.05 415 0 0 0 Descriptive statistics of

Source(s): Authors own creation regression variables
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