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ABSTRACT 

This study on factors affecting revenue collections in local government authorities in 

Tanzania was conducted using four out of seven recognised local government 

authorities in Morogoro region, namely Ulanga District Council, Kilombero District 

Council, Mvomero District Council and Morogoro District Council as study cases. 

Many local government authorities have adequate revenue bases to finance the 

current level of services, but collection levels are often low. The purpose of the study 

was to establish the factors affecting revenue collection in local government 

authorities and its objectives were to strengthen revenue collection and identify new 

sources of revenue. The study focused on the effect of revenue collection rates, 

weather condition and revenue outsourcing. Relevant literature was reviewed. 

Employing quantitative research design the study targeted Revenue Collectors, 

Planning Officers, Accountants, District Treasurers and Trade Officers who totalled 

160. Using simple random sampling the researcher selected 80 respondents to 

participate in the study. Data was collected using a structured questionnaire. Data 

analysis was done with the help of Statistical Package for Social Sciences (SPSS) 

version 20 and presentation was done in terms of frequencies and percentages in the 

form of figures and tables. The study found that 63.8% of the participant agreed that 

LGAs charges low revenue collection rates while 60% of the participant agreed that 

weather condition is among the factor affecting revenue collection. Also, 77.5% of 

the participants agreed that revenue outsourcing has an impact on revenue 

performance and 60% agreed that there is ineffective implementation of bylaws. The 

data were analysed by multiple regressions, using Independent Variable (Low 

revenue collection rates (sig.0.000), the effect of weather condition (sig.0.602), 

ineffective implementation of bylaws (sig.0.666) and Revenue outsourcing (sig.0.00) 

and Dependent Variable (Revenue Performance). The regression model was better (R 

- square = 69.5), but the overall relationship was significant (F = 42.629, p<0.001). 

The study concluded that the use of LGAs manpower to collect revenue is one of the 

strategies for improving revenue collection. Among others, the study recommended 

that the LGAs should consider new sources of revenue instead of depending on the 

existing sources to strengthen revenue collection. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the study 

Local Government authorities in Tanzania have the mandate to raise certain revenues 

from taxes, levies and fees. The Local Governments set their own revenue policy 

within the limits set by Central Government. They retain all their revenue and use it 

as part of their own budgets – these revenues do not form part of Central 

Government revenue. Local government finance Act cap. 290 requires local 

government to have the right to formulate, approve and execute their budget and 

plans; formulate bylaws for required rates to be charged on sources of revenue. The 

local government budget shall reflect all revenues to be collected or received from 

grants. Local government may levy, charge and collect local taxes, fees, fines, 

penalties and licenses, revenue from exchange transaction and other own revenue. 

Most of local government authorities have sufficient tax bases to finance the current 

level of services, but collection levels are often near to the ground. Improvement of 

revenue collection in Local Authorities is the key to meeting their financial 

obligations leading to realization of their mandate to offer quality and timely services 

to the people, the demand for which may exceed the available resources. 

The Government makes budget to achieve objectives and goals but more often the 

results are different from plans and this explains why budget have variances. The 

survey of revenue collection systems in several local authorities in Tanzania by 

Controller and Auditor General (CAG) June 2012, reveal weakness and that they 

have not succeeded in meeting revenue targets. Authors like, Ndyamuhaki  (2013), 

Mercy (2013), Fjeldstad , Katera , Msami  & Ngalewa (2010), Kwesi  (2012) and 

Kajumbula (2003) explain several factors affecting revenue collections are like 

administrative inefficiency, political interference, corruptions, and poor plans and 

budgeting and government policies but no evidence about revenue mobilization 

challenges like collection rates, weather condition, revenue outsourcing and 

ineffective implementation of bylaws. Local government finance Act No.9 of 1982 



2 
 

(revised 2000) require Local government authorities in Tanzania collect revenue for 

several reasons among which they have to obtain income to contribute 20% village 

accounts and sec 7(3) of the Constituency Development Fund (CDCF) Act, 2009 

require local government authorities to contribute 5% to women and youth 

development fund, all contributions come from own source total budget. The 

collection of these sources is decentralised from central government to local 

government to make district councils own revenues. 

Council‟s own sources of revenue rely on the proper ways of collection, strategic 

plans and budgeting process within the year of income. Poor plans, budgeting and 

collection process may lead to depleted revenue. A typical Revenue Management 

Chain pertaining in local government authority is comprises of; Local taxes, Fees, 

fines, penalties and license, Revenue from exchange transaction (renting houses and 

assets) and, other own revenue. 

1.2 Statement of Research Problem 

Local government system in Tanzania was established under the constitution of the 

United Republic of Tanzania of 1977 under section 145 and 146. District council 

(DC) in Tanzania operates with statutory powers and in line with legislation and 

regulations enacted by the Parliament under Local government Act No. 7 of 1982. 

The councils are given wide-ranging functions in the Act that established Local 

governments which include raising certain revenues from taxes, levies and fees. 

Transactions and exchange of commodities is among the key sectoral activities 

playing a great role for sustainable development of the local authorities. 

Morogoro region has seven Local Government Authorities (LGAs), namely Ulanga 

DC, Mvomero DC, Morogoro DC, Kilosa DC, Gairo DC, Kilombero DC and 

Morogoro municipal council. These LGAs are vested on the council members who 

are either enacted or nominated in accordance with section 19 of the Act. The day to 

day running of the affairs is on the Council/ Municipal Directors. 

According to annual general report of the Controller and Auditor General (CAG) on 

the financial statements of local government authorities for the financial year ended 
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30
th

 June 2012, actual revenue from LGAs own source collections was TZS 

236,716,345,736/= indicating that there was under collection of TZS 

60,667,090,210/= equivalent to 20% against budgeted amount of TZS 

297,383,435,946/= (Reference from Table 7: Trend showing approved budget 

against actual collections on page 44 of CAG report). These LGAs in Morogoro 

region were among the listed Local government authorities with under collection of 

own source revenue. 

However, Order 37(2) of the Local Government Financial Memorandum, 2009 states 

that all revenue collections by designated officers shall be remitted to the Councils‟ 

cashiers for safe custody. Contrary to the cited Order, out of all audited Councils, 56 

Councils were noted to have a sum of TZS 4,466,028,478 revenue collected from 

various centres by collecting agents but apparently had not been remitted to the 

Councils during the financial year under review. Also, most of Local government 

authorities fail to pay full 20% and 5% contributions to village accounts and women 

and youth development fund respectively. 

Based on the above discussion it was possible to identify the problem areas which 

would guide this investigation. There were four problem areas under investigation. 

One problem area was the effect of local government authority revenue bylaws 

which set out the required rates and charges to be charged on sources of revenues. 

The second problem area was weather has an impact on major sources of revenue 

(produce cess) in most local government authorities that is the effect of rainfall may 

lead to high or low harvesting of food and cash crops. The scarcity of rainfall leads to 

income depletion. The third one was local government authority‟s revenue 

outsourcing and fourth low revenue collection rates. 

1.3 Purpose 

The purpose of this study was therefore to explore the factors affecting revenue 

collection in local government. The study focused on the following three primary 

objectives: - 
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1. To determine factors which will strengthen revenue collection in local 

government 

2. To identify existing and new sources of revenue and possible collection 

process 

3. To identify ways to minimize revenue leakages. 

1.4 The research questions 

The following research questions were examined in this study: 

Main question: How can revenue collection be improved in local government 

authorities? 

The research was guided by the following sub questions: - 

1. What are the main sources of revenue in local government authorities? 

2. What is the level of performance in revenue collection in local government 

authorities? 

3. What are factors leading to increased variance in revenue collection in local 

government authorities? 

4. What measures should be taken by the local government authority to 

overcome the variance revenue collection? 

1.5 Significance of the research 

Purpose of this study was to investigate the factors that affect revenue collection in 

Local government authorities using Morogoro region as a study case. In fact, 

knowledge of these factors and suggested solutions from the research report will help 

Local government authorities to strengthen its revenue collection as well as 

utilization of the revenue collected. Also the Government of Tanzania through 

TAMISEMI (Tawala za Mikoa na Serikali za Mitaa) will be able to formulate Local 

government Authorities revenue policies. Academically the research will help other 

scholars to experience such research knowledge. 
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1.6 Scope of the study 

At the outset, a decision was taken to focus the research attention on the factors 

affecting revenue collection in local government authorities in Tanzania using four 

Local government authorities in Morogoro region as case study. A discussion of the 

study restricted itself to the discourse of the factors affecting revenue collection in 

Local government as addressed in the statement of the problem. To this end, the 

study must be understood in its academic discourse only as an educational 

mouthpiece in the discipline of Revenue Administration. 

1.7 Limitation of the study 

First, no study or investigation exists without limitation. A time constraint dictated 

the in-depth discussion of the study. This was due to the fact that, the study was very 

sensitive, and thus needed much time for discussion. 

Second, due to security reasons the research was limited to financial reports of the 

respective local government authorities otherwise the researcher could investigate the 

reliability of data through accounts documents (i.e. revenue receipts and invoices). 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

Before considering this body of literature, it is important to define and explain the 

usefulness of Local taxes and levies, revenue from exchange transaction and revenue 

from non-exchange transaction in local government authorities. Review of local 

government bylaws, climate change, and Legal framework of LGAs. 

2.1.1 Local taxes and levies 

A tax assessed and levied by a local authority such as a district or municipality. 

Local taxes is usually collected in the form of property taxes or produce cess, and is 

used to fund a wide range of civic services from garbage collection to culvert 

maintenance. The amount of local taxes may vary widely from one jurisdiction to the 

next.  As a tax, there are still a number of different ways of viewing domestic rates. 

Hughes (1980 and 1982) discusses three possible interpretations of fiscal function of 

domestic rates. Domestic rates may be regarded as a tax on a convenient indicator – 

the rateable value of domestic property occupied – of ability to pay. Again, this is a 

view that has a considerable historical pedigree, before development of income taxes, 

property values were widely used as the basis for levying taxes in many countries. 

Secondly, domestic rates may be viewed simply as a tax on the services of capital 

invested in residential property. Thirdly, domestic rates may be interpreted as an 

indirect tax on the consumption of housing services. Housing services are not subject 

to Value Added Tax (VAT). 

A local tax according to Bahl and Bird (2008:7) is one that satisfies the following six 

distinct conditions: 1) Local Governments can decide whether to levy the tax or not, 

2)They can also determine the precise base of the tax, 3) They can decide the tax 

rate, 4) In the case of „„direct‟‟ taxes, they assess the tax imposed on any particular 

taxpayer, 5) They administer the tax, 6) They get to keep all they collect. They 

further observed that in reality many local taxes possess just one or two of the 
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abovementioned characteristics. The ownership of revenues after collection in most 

cases is also not clear. 

In local government authorities taxes and levies are recognised when the taxable 

event occurs and the asset recognition criteria are met. 

2.1.2 Revenue from exchange transactions 

According to the International Public Sector Accounting standards (IPSAs) 9, the 

following terms are defined in the standard: 

Exchange transactions are transactions in which one entity receives assets or 

services, or has liabilities extinguished, and directly gives approximately equal value 

(primarily in the form of cash, goods, services, or use of assets) to another entity in 

exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, 

between knowledgeable, willing parties in an arm‟s length transaction. 

Non-exchange transactions are transactions that are not exchange transactions. In a 

non-exchange transaction, an entity either receives value from another entity without 

directly giving approximately equal value in exchange, or gives value to another 

entity without directly receiving approximately equal value in exchange. 

Revenue is recognised to the extent that it is probable that the economic benefits will 

flow to the Council and the revenue can be reliably measured. Revenue is reduced 

for estimated customer returns, rebates and other similar allowances. The following 

specific recognition criteria must also be met before revenue is recognised: 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions are 

satisfied: 

The Council has transferred to the buyer the significant risks and rewards of 

ownership of the goods;  
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The Council retains neither continuing managerial involvement to the degree usually 

associated with ownership nor effective control over the goods sold; 

The amount of revenue can be measured reliably; 

It is probable that the economic benefits associated with the transaction will flow to 

the entity; and 

The costs incurred or to be incurred in respect of the transaction can be measured 

reliably. 

2.1.3 Revenue from non-exchange transactions 

Revenue is recognised to the extent that it is probable that the economic benefits will 

flow to the Council and the revenue can be reliably measured. The following specific 

recognition criteria must also be met before revenue is recognised: 

Government grants (Other charges and development grants); 

Government grants are not recognised until there is reasonable assurance that the 

Council will comply with the conditions attaching to them and the grants will be 

received. Government grants whose primary condition is that the Council should 

purchase, construct or otherwise acquire non-current assets are recognised as 

deferred income in the statement of financial position and transferred to statement of 

financial performance on a systematic and rational basis over the useful lives of the 

related assets. Other government grants are recognised as income over the periods 

necessary to match them with the costs for which they are intended to compensate, 

on a systematic basis. Government grants that are receivable as compensation for 

expenses or losses already incurred or for the purpose of giving immediate financial 

support to the Council with no future related costs are recognised in the statement of 

financial performance in the period in which they become receivable. 

Other transfers; 

Other transfers include fees, fines, penalties, licenses, gifts, donations (including 

goods-in-kind), and transfers from other government entities. These are recognised 
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when it is probable that the future economic benefits or service potential associated 

with the asset will flow to the entity; and the fair value of the asset can be measured 

reliably. Services-in-kind are not recognised as revenue, but are disclosed in the 

financial statements. 

2.2 Formalizing the closed-list structure of local government revenues 

It is important to disclose the list structure of local government revenues in Tanzania. 

Broad-based recognition should be given to the fact that local revenue autonomy is to 

be pursued within the context of a “closed list” of local taxes in order to achieve both 

objectives (a standardised, more efficient framework for local taxation, as well as 

local revenue autonomy and flexibility).The clear and formal recognition of the 

“closed list” as a basis for local taxation in the regulatory framework, in practices 

and procedures, and so on would ensure the overall legitimacy of the local 

government revenue system. While embracing a restrictive approach to local taxation 

denies local authorities the option of introducing their own local revenue 

instruments, the approach would continue to provide local governments with the 

discretion to change local tax rates (within centrally established limits).Furthermore, 

the list of permitted taxes should be defined in such a way that it provides flexibility 

to LGAs by allowing them to select from various different options how to administer 

local taxes. As such, the reform of the local government tax system would allow for 

asymmetries in revenue assignments. For instance, the right to collect certain 

revenues (e.g., local property rates) might be subject to certain centrally-defined 

conditions. 

Although Local government authorities specifies main sources of revenues in the Act 

such Local taxes, fees, fines, licences and permits and other own sources, it is  very 

important to mention the detailed sources in such a way that the user of this 

information can understand deeply the sources of revenue in LGAs. The details of 

these sources are shown on Table 2.1 below. 
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Table 2.1: Closed-list structure of local government revenues 

I. Local Rates 

A. Local rates on immovable property and land 

i. Local property rates 

ii. Land rent 

iii. B. Local rates on income, business, or 

activity 

iv. Service Levy 

v. Produce Cess 

vi. Guest House Levy 

vii. Other rates on income, business, 

viii. or activity (incl. Forest Produce Cess 

ix. and the Fish Landing or Auction Levy) 

 

II. Local Licenses and Permits 

A. Licenses on business activities 

B. Permits on construction activities 

C. Licenses on extraction of forest products 

and natural resources 

D. Licenses and permits on vehicles and 

transportation 

 

III. Local Fees and Charges 

A. Market fees and charges 

B. Sanitation fees and charges 

C. Specific service fees and charge 

IV. Other Local Revenue Sources 

A. Fines and penalties 

B. Income from (sale or rent of) property, 

C. goods, or services 

 

Source: Prime Minister‟s Office Regional Administration and Local Government 

2.3 The Legal framework of Local government authorities 

This section looks at legal framework of district authorities. District and Urban 

councils are established by the Minister responsible for Local government and they 

become body corporate which have perpetual success in and have an official seal. In 

their corporate name may be capable of suing or being sued; May be capable of 
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holding and purchasing, or acquiring in any other way and disposing of any movable 

or immovable property. Within the district, if prescribed number of household have 

settled and made their homes within any area of Tanzania mainland to the 

satisfaction of the Registrar, he may register that area as a village. However, the 

Minister may authorise two or more areas to be registered as a single village. 

A village so registered shall have a village assembly and a village council. The 

village council so established shall be of body corporate: Having perpetual 

succession and an official seal, in its corporate name be capable of suing or being 

sued. Be capable of holding and purchasing, or acquiring in any other way, and is 

posing of any movable or immovable property. A village or a group of village may 

attain a township authority status if they satisfy the qualifications pre-requisite to of 

township authority status. 

District councils are divided into divisions which consists of wards whose number 

and sizes are determined by the district council. However, the general principles, to 

guide the determination of the number and size of divisions may be provided by the 

minister and those general principles shall be complying with by all district councils. 

2.3.1 Functions and duties of Local government authorities 

The basic functions of local authorities are the following: - 

i. To maintain and facilitate the maintenance of peace, order and good 

government within its area of jurisdiction. 

ii. To promote the social welfare and economy well-being of all persons within 

its area of jurisdiction 

iii. Further the social and economic development of its area of jurisdiction 

Section 117 and 118 and 1
st
 schedule of the Local government Act No. 7 has given 

the functions, duties and powers of the district council in detail. However, a district 

council may delegate any of its function to a township authority, village council or 

other local government body within its area of jurisdiction, but prior approval of 

proper officer and concurrence of the township authority, village council or other 
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local government body concerned must be obtained, except a district council shall 

not delegate any of its executive or legislative functions in relation to its area of 

jurisdiction. 

2.3.2 Legislative powers of Local authorities 

District council may make bylaws designed to: - 

i. Promote and secure the good rule and orderly government of its area of 

jurisdiction 

ii. Foster and maintain the health, safety and well-being of the inhabitants of its 

area of jurisdiction. The bylaws shall be approved by the minister. 

The bylaws made may apply to the whole of the area of jurisdiction of a district 

council or any part of it. The council has power to make different bylaws in respect 

of different parts of the area of jurisdiction. 

The district council may in the bylaws annex to the breach of any bylaws not 

exceeding five thousand shillings or such term of imprisonment exceeding twelve 

month or both. It may also annex different fines and different terms of imprisonment 

for successive or continuous breaches of any bylaw. Every ward secretary and village 

secretary shall have power to enforce all bylaws within the area under his 

jurisdiction. 

Village councils have the power to make bylaws the proposals of the bylaw will be 

considered by the village on behalf and submit them to the district council in whose 

area of jurisdiction the village assembly is situated for its approval. 

2.4 Local Revenue Structure for LGAs 

Local Government revenue consists of own-source revenue, grants from Central 

Government, Aids and borrowing. The Local Governments set rates, fees and 

charges to be collected in a given year taking into account planned expenditure, 

projection of grants from the Central Government, Aids from Development Partners 

and Loans from various sources. Own-source revenue represents part of total 
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revenue, aggregated at the national level. Together, Produce Cess, Service levy, 

property rates, fees and charges account for most of own-source revenue. However, 

their combined share to the National aggregates has remained insignificant over time. 

Total LGAs own source revenue amounts to seven percent (7%) of the total LGAs 

annual revenue. Source: Council financial report (CFR) reports 2011/2012. 

Significant LGAs own source revenue will definitely reduce the budget deficit and 

enhance decentralization policy. 

Fjeldstad, 2007 as quoted in Kakwesigabo, 2010 conducted a study on challenges for 

Local Government revenue enhancement: he found that before the rationalization of 

local government taxes in Tanzania, most district council generated only 10-20 

percent of their total revenue from own sources, of which development levy was the 

major source. 80-90 percent of total revenue in many rural types of council was 

conditional grants transferred from central government. Hence, fiscal autonomy in 

most local authorities was limited both with respect to revenues and expenditures. 

However, the rationalization had reduced the limited local autonomy even further. 

The study revealed the immediate consequences of the rationalization some council 

activities were scaled down or postponed. This provided room for further revenue 

reforms in LGA so as to increase their autonomy. On this, Fjeldstad (ibid) found out 

one major administrative problem today for many council is their inability to collect 

fully the revenue due to them. The study revealed the huge gaps between reported 

and projected revenues. This undoubtedly provided room for further study on why 

LGA fails to raise enough revenues and how their budget implementations are 

affected especially particular district authorities (Kakwesigabo, 2010). 

2.4.1 Local Government Revenue System 

The capacity of local governments to mobilize revenue is important to their financial 

sustainability and their ability to promote the well-being of their local communities. 

The current Local Government revenue system in Tanzania is mainly originated from 

the rationalization of own sources revenue in the year2003. Many local revenue 

sources were abolished, and nuisance of those taxes was one of the reasons cited for 

the abolishment. Major abolished sources included development levy and livestock 
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cess. Thus, there is no single LGA revenue source that is linked to the general 

population. Again, in 2004, in what had been regarded as attempt to create 

favourable environment for business, the Government abolished business licenses 

fees which also contributed much of the local revenue. Business licenses fees were 

re-introduced in 2012/13 and started into operation in the financial year 2013/14. 

According to the CFR reports, 2008 as cited in Mzenzi (2013), the result of these 

pronouncements, total local revenue dropped by nearly 16.2% from TZS 57.7 billion 

in 2002 to TZS 48.3 billion in 2003, and dropped further to TZS 43.8 Billion which 

is 11.3%in 2004.To compensate for abolishment of the development levy and other 

nuisance taxes, the Local Government compensation grant was introduced in the 

financial year 2003/04. Later, it was referred to as General Purpose Grant (GPG) 

after being combined with the local administration grant. 

2.4.2 Local Government By-laws 

The local government Authorities has powers to formulate their own By-Laws within 

their area of jurisdiction. These powers are guaranteed by Local Government 

(District Authorities) Act CAP 287 and Local Government (Urban Authorities) Act 

CAP 288 (RE 2002). These acts provide the procedures under which district councils 

and Urban Authorities can make by-laws. 

• Under the local government (District Authorities) Act No. 7 of 1982, the procedure 

to make by - laws is provided under section 150(1), (2), (3), (4) and(5) of the law. 

Under section 150 (1) it is provided that, where a district council proposes to make 

any by laws, it shall give notice to the inhabitants of the area of its intention, in such 

manner as may most probably ensure that the notice shall come to the notice of all 

persons likely to be affected by the bylaws proposed, and calling upon all interested 

person within the areas to lodge any objections or representations in writing with the 

council within such a time as may be prescribed. 

• Section 150(3) provides that, after the by-laws have been made by the district 

council, they shall be lodged to the Regional commissioner in the region in which the 

council is situated for comment by him; and the Regional Commissioner shall as 
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soon as practicable comment upon the by-laws and then submit the by-laws to the 

Minister for his approval. 

• Section 150(4) provides that, the Minister may consent, or give or withhold is 

consent on such conditions as he may specify, to any bylaws submitted to him and 

may, upon the date of giving his consent, fix the date for the coming into the 

operation of those by laws., 

• Section 150(5) provides further that, the minister may, before approving any by-law 

which affects a reserve or specific area or any other enacted law consult the Minister 

responsible for the relevant law or matter as the case may be. 

• Section 81 of the local government (Urban authorities ) Act No 8 of 1982,provides 

that, subject to the following provisions of this section where urban authority 

proposes to make any by laws, it shall at least two weeks before the meeting of the 

authority, at which it is proposed to consider the bylaws, give notice to its inhabitants 

of the area of its jurisdiction of its intention to, in such a manner as may most 

probably bring the notice to the attention of all persons likely to be affected by the by 

laws indicating the precise purport of the bylaws proposed, and calling upon all 

interested persons within the area to lodge any objections or representation in writing 

with the authority within such time as may be prescribed. 

• Section 81 (3) states that, after any by law, or by laws has or have been made or 

amended by the authority, the by law, by laws or amendment shall be submitted for 

approval of the minister Responsible for Local Government. 

• Section 81(4) provides that, where any objection has been lodged and has not been 

withdrawn, the Minister may approve, alter or reject any by law, bylaws or 

amendment and consent to the bylaws or amendment so submitted to him/her. It 

should be noted that, once the bylaws is consented or approved by the Minister, it has 

to be forwarded to the Chief Parliamentary Draftsman for vetting. The vetted by law 

will therefore be taken to the government printer for printing in the government 

gazette where it will be fixed with a Government Notice ready for use. 



16 
 

2.5 CAG Reports and Recommendations 

2.5.1 LGA Revenue Outsourcing 

According to various reforms including the Local Government Reform, LGAs are 

encouraged to involve Private sector to perform none core functions including 

collection of revenues on their behalf to increase efficiency. In implementing these 

policies it was found that, there is poor planning before outsourcing decision and 

Procedures to procure private collectors are not efficiently done. In the first place, it 

shows that LGAs do not conduct feasibility studies in order to make sure that the 

outsourcing of revenue realizes value for money. This includes carrying out revenue 

potential assessment of how much the agent should remit to the Council (CAG 

Report, 2012).LGAs were recommended to conduct a proper planning before 

outsourcing considering the proper market condition, assessment of revenue 

potential, merits of outsourcing and development of a risk management plan (CAG 

Report, 2012). 

2.5.2 Revenue Management 

Proper management of revenue collection from internal sources of LGAs is still a 

challenge due to weaknesses including, missing of revenue earning receipt books. A 

total 2990 books from 36 Councils were and therefore not availed for audit 

verification during 2011/2012 audit. 56 Councils were noted to have a sum of Shs. 

4,466,028,478 being revenue from collecting agents not remitted to Councils. 

Weaknesses in internal control and monitoring of revenue collection resulting in non-

collection of own sources revenue amounting to Shs.8, 008,669,844 in respect of the 

30 Councils from various tax payers. Property taxes of Shs.4, 345,570,497 equivalent 

to 38% of the budgeted amount of Shs. 11,405,440,517were not collected by 17 

LGAs. Produce cess amounting to Shs.1,797,972,949 equivalent to4% of the 

budgeted amount of Shs. 45,312,189,317 were not collected by 14 LGAs although 

there is laxity in establishing own source revenue budget (CAG Report,2012). 
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2.5.3 LGAs’ Own Source Revenue Trend against Approved Budgets 

In the year under review, 134 LGAs budgeted to collect revenue of 

Shs.297,383,435,946 from their own sources. However, the actual collection was 

Shs.236,716,345,736 indicating that, there was under collection of own source 

revenue ofShs.60, 667,090,210 equivalent to 20%, (CAG report, 2012).CAG 

overview on LGA‟s Own Source Revenue Collection Trend against Recurrent 

Expenditure Recurrent expenditure refers mainly to expenditure on operations, 

wages and salaries, purchases of goods and services which are financed by recurrent 

grants and subsidies. LGAs‟ collected own source revenue amounting 

toShs.236,716,345,736 and incurred expenditure of Shs. 2,277,035,217,362 on 

recurrent operations. However, a comparison between actual own source revenue 

collected and expenditure incurred for recurrent operations by LGAs revealed that, 

LGAs are capable of funding their recurrent operations without depending on the 

Central Government and Donors by only 10.4%.However, there were Councils 

which had higher capacity to finance their recurrent operations without depending 

largely on the Central Government and Donors. These included Masasi Town 

Council collected own source revenue amounting to Shs. 276,414,826 compared to 

actual recurrent grant spent of Shs.240,410,227 which is equivalent 115%, then Dar 

es Salaam City Council with78.4%, followed by Temeke Municipal Council with 

57.8%.However, the council which largely depends on grants from central 

Government and donors is Mwanga DC which its level of independency is only 

1.5%.(CAG Report, 2011/2012) 

2.6 Resource Mobilisation– Non Tax Revenue under Big Result Now 

Local Government Authority: Simplified guidelines for collection of property values 

and land data will enable every local council to easily value and hence tax properties 

and land. Local government authority own-source revenue is expected to increase by 

TZS 53 billion by 2015/16 with the implementation of this initiative. (Source: Big 

Result Now (BRN) Lab Report, 2012) 
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Natural Resources: Forestry harvesting lots and wildlife hunting blocks will be 

auctioned for market forces to determine the best value of Tanzania‟s natural 

resources. This initiative is expected to increase revenue by TZS 114 billion by 

2015/16 (Source: BRN Lab Report, 2012)Mass Property Valuation for Dar es 

Salaam and 7 TSCP LGAs TZS 8,434.5 million is not captured due to inadequate 

coverage valued properties in Dar es Salaam and 7 TSCP LGA & TZS. 7,048.0 

million is not captured from lack of land management database and large un 

surveyed land. (Source: BRN Lab Report, 2012) 

2.7 Empirical evidence 

Empirically, Ndyamuhaki (2013) carried out the study on “Factors affecting revenue 

collections in local government, case study: Isingiro district local government” 

Makerere University, Uganda. This study identified crucial factors that were; 

administrative inefficiencies, lack of general sensitisation, political interference, 

corruption, tax evasion, and absence of enough relevant information about taxes, lack 

of auditing of tax revenue returns and drafts and lack of enough tax education. She 

concluded that the identified factors influence revenue collection in local 

government. 

The study of Mercy (2013) “Factors affecting revenue collection in local authorities 

in Kenya” narrowed on effects of government policies and regulations, local 

authority information financial and operations management systems, revenue 

enhancement plans and employee skills on revenue collection. The study concluded 

that the revenue collectors appreciated the role of information technology in ensuring 

effective revenue collection however the availability and accessibility was a 

hindrance to effective LAIFOMS implementation. Among others, the study 

recommended that the effectiveness of the local Authority Information Financial and 

Operations Management Systems (LAIFOMS) can be bolstered by increasing tea 

availability of computers and adding more staff to ensure efficiency in revenue 

collection. 

Fjeldstad, Katera, Msami, & Ngalewa (2010) “Local Government Finances and 

Financial Management in Tanzania: Empirical evidence of trends 2000-2007”. 
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REPOA Special Paper No. 10-2010. Dar es Salaam: Research on Poverty Alleviation 

(REPOA).This study examined the capacity of local government authorities in 

Tanzania with respect to financial management and revenue enhancement, and 

analysed trends in financial accountability and efficiency for the period 2000-2006/7. 

The study covered six councils in Tanzania: Bagamoyo District Council, Ilala 

Municipal Council, Iringa DC, Kilosa DC, Moshi DC, and Mwanza City Council. 

Data were collected using a combination of quantitative and qualitative methods, 

including two rounds of a survey of citizens‟ perceptions in the case councils in 2003 

and 2006. The following themes were covered: (a) the degree of fiscal autonomy; (b) 

methods of revenue collection; (c) financial management, including budgeting, 

accounting and auditing; (d) transparency in fiscal and financial affairs; and (e) tax 

compliance and fiscal corruption. Based on evidence collected, the study concluded 

that the process of decentralization by devolution under the Local Government 

Reform Programme has contributed to improving local government capacity for 

financial management. However, the reforms have reduced the fiscal autonomy of 

local government authorities. The central government currently contributes the bulk 

of local government revenues through transfers and still largely determines local 

budget priorities. 

Fjeldstad, Odd-Helge and Semboja (2000) published a paper on “Dilemmas of Fiscal 

Decentralization: A Study of Local Government Taxation in Tanzania. Forum for 

Development Studies 27 (1): 7-41”.  

They presented that local taxes represent less than 6 per cent of total national tax 

revenues in Tanzania. However, the large number of these taxes, together with their 

unsatisfactory nature, means that their economic, political and social impacts are 

considerably more significant than their revenue figure indicates. This paper reviews 

the main characteristics of the existing local tax system. It discusses how the present 

tax system emerged, and why it has been maintained for such a long period in spite 

of all its weaknesses. Finally, it considers options for reform. 

Fjeldstad, Odd-Helge and Semboja (1999) published a paper on “Local Government 

Taxation and Tax Administration in Tanzania CMI Report 3” Bergen: Chr. 
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Michelsen Institute. They argued that local taxes represent less than 5 per cent of 

total tax revenues in Tanzania. However, the large number of these taxes, together 

with their unsatisfactory nature, means that their economic, political and social 

impacts are considerably more significant than their figure implies. This paper 

reviews the main characteristics and impacts of the existing local tax system. It 

discusses how the present tax system came into being, and why it has been 

maintained for such a long period in spite of all its weaknesses. Furthermore, it 

considers options for reform. An important component of the ongoing 

decentralisation reform in Tanzania is to increase the fiscal autonomy of local 

authorities. This policy is encouraged and partly initiated by the donor community. 

The above findings suggest that care must be taken in implementing this policy. It is 

unrealistic to expect that the present administration in many local authorities has 

adequate capacity and the required integrity to manage increased fiscal autonomy. In 

fact, there is a real danger that in the absence of substantial restructuring of the 

current tax system combined with capacity building and improved integrity, 

increased autonomy will raise mismanagement and corruption. 

2.8 Current Local Government Initiatives 

There are different local revenue initiatives currently undertaken in LGAs and 

National levels. The major programmes and projects working on the improvement of 

revenue administration are TSCP and GIZ whereby various efforts for individual 

LGAs have been noted. 

2.8.1 Tanzania Strategic Cities Project (TSCP) 

This project has an objective of improving the quality of and access to basic urban 

services in participating LGAs. Under this project the participating LGAs is intended 

to improve their revenue collection from potential sources including but not limited 

to property tax, city service levy, fees and charges... One of the proposed initiatives 

to achieve the above objective is to establish the Local Government Revenue 

Collection System (LGRCS) which is linked to the Geographical Information System 



21 
 

(GIS) developed specifically for revenue collection. With time it has been is 

expected to be rolled out to all urban Councils. 

2.8.2 Urban Local Government Strengthening Programme (ULGSP) 

On the other hand, this project plans to deliver a range of improvements in urban 

services, including construction of small bridges, installation of street lights, and 

improved waste management among others. The project also under capacity-building 

component is expected to support urban planning, revenue mobilisation, 

strengthening of procurement practices and improved management of human 

resources. 

2.8.3 Germany Technical Cooperation (GIZ) (2013) 

GIZ through its continued support to LG (SULGO) has contracted GFA Consulting 

Group GmbH, Hamburg, and Germany to customize a tailored i-TAX solution for 

LGAs which is also linked to Geographical Information System (GIS). iTAX is a 

computerized computing and accounting system for all local rates (levies, taxes) 

which stores all relevant (credit/ debit) data of the project in individual accounts and 

a relational data bank and thus helps to monitor/ control all tax transactions by its 

citizens and tax payers. iTAX aims to improve tax collection by sending out tax 

reminders and demanding action from the taxpayers. It is a convenient and efficient 

way of tax collection and reduces administration and collection cost. 

The strength of iTAX is its capacity to assess tax, bill and enforce. The most 

significant benefit of iTAX is that it will help to increase the revenue in the LGA‟s. It 

is efficient in revenue projections in the year, and how much they owe, and the exact 

size of property taxpayers own The system was expected to run from January 2013 in 

five pilot Councils which are Mtwara MC, Mtwara DC, Tanga CC, Bunda DC and 

Kinondoni MC (for property rates only). 

2.9 International perspective 

According to Fosu and Ashiagbor (2012), in Ghana, property rates and business 

licenses constitute a substantial part of the total revenue for any Local Government is 
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under utilised. This reduces the capacity of many local assemblies to develop and to 

provide services to its citizens. The billing and collection effort by many Assemblies 

have not lived up to expectation. There venue collection rate is very low even though 

some local assemblies have employed private partners for the collection. This may be 

due to the following: Inadequate data on all economic activities in the district e.g. 

Hair dressers, seamstresses, traders, barter, lotto kiosk etc, misclassification of 

properties and business and inappropriate tax assessment basis, lack of realistic 

means of accessing the revenue potentials due to lack of accurate data. Other reasons 

are revenue collectors not paying to the Assembly all monies collected and the 

absence of tracking mechanisms, property owners avoiding the payment of property 

rates, some individuals and small-scale enterprises engaged in economic activities 

avoid the payment of taxes to the Assembly and laborious and time consuming 

business licensing and permit acquisitions therefore deter small scale business 

operators. In addressing the challenges, Ghana introduced the Local Government 

Revenue Mobilisation System (LGRMS). It is an integrated Geographic Information 

System (GIS) and Revenue Mobilisation tool that provides realistic information on 

the revenue potential of an assembly and automates the revenue mobilization 

processes. The same system could be initiated in Tanzania as it experiences most of 

the challenges in own sources management. Studies have indicated that district 

councils can collect revenues. The study conducted in Nepal in 2010 revealed that 

the available records show that Himalayan DDCs generate revenue from various 

sources as per the authority provisioned by the Local Self Government Act and its 

Regulations. The yield from those various sources is very low compared to Terai and 

Hilly regions. Some of the revenue sources are not utilized yet due to economic 

unavailability, i.e. absence of market and insignificant volume of transaction in the 

district (LGCDP, 2010). The revenue performance in Nepal is similar in Tanzania; 

revenue yield from various sources differs from different zones, therefore 

necessitates the need to conduct revenue studies from time to time especially in 

changing Tanzanian economy. 
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2.10 Summary 

Factors affecting revenue collection in local government authorities differ among 

local authorities; the unlike factors from one area to another encourage scholars to 

conduct research on the subject matter. However, in this study narrowed on the effect 

of local government revenue collection rates, revenue outsourcing, and the effect of 

weather condition and ineffective implementation of revenue bylaws. The weather 

has been shown to have a relationship with major sources of revenue (produce cess) 

in the area of study. This study examines the factors affecting revenue collection in 

local government authorities in Tanzania. 

2.11 Conceptual and analytical framework 

In making a comparative analysis of local revenues, key concepts such as local 

government revenue collection rates and bylaws, weather condition and revenue 

outsourcing are operationalised to show how they influence local government 

revenue performance. 

2.11.1 Revenue collection rates and bylaws 

As per Local Government Finance Act, cap 290 gives powers local authorities to 

establish administrative and financial bylaws. Financial bylaws set local taxes to be 

charged and collected from own sources of revenue, fees, charges and fines from 

misconduct of local authority bylaws. The low rate of taxes results in low revenue 

collection whereas a review of those bylaws to increase rate at least after five years 

will strengthen revenue collection. 

2.11.2 Weather condition 

It is observed that either good or bad climatic condition has a direct effect on revenue 

collection because main revenue source like produce cess (cash or food crop) 

depends on climatic conditions. As for example high revenue collection result from 

high harvesting of cash and food crops where rates are charged on crops ferried 

outside the local authority boundaries. This variable tested the relationship with 

outcome variable.  
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2.11.3 Revenue outsourcing 

The Government of Tanzania (GoT) is committed to increase the participation of the 

private and third sector in the delivery of public services (Prime Minister‟s Office 

Regional Administration and Local Government-PMORALG, 2007). In line with 

this, and as part of Public Private Partnerships (PPPs), the Councils outsourced their 

revenue sources to the private collecting agents. Notwithstanding the fact that most 

of the revenue contracts are benefiting collecting agents more than the Councils 

(CAG, 2011), majority of the collecting agents normally fail to remit the collected 

amounts to the Councils. 

2.11.4 Revenue Performance 

This factor observed to determine the effect of independent variables explained 

above. 

The four independent variables, that is, low revenue collection rates, effects of 

weather condition, ineffective implementation of bylaws and revenue outsourcing 

were tested for relationship with a dependent variable revenue performance. The 

local government authorities main own sources are Local taxes, fees and fines, 

business licence and permits and revenue exchange transactions. 
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2.11.5 Analytical framework 

Figure 2.1: Analytical Framework on Local government authority revenue 

performance 

 

 

 

 

 

 

Source: Researchers conceptualization (2015) 

Basing on my study there were four continuous independent variables i.e. Low 

revenue collection rates, effect of weather, revenue outsourcing and ineffective 

implementation of revenue bylaws and on the other hand one continuous dependent 

variable i.e. Revenue performance. The results show the relationship among 

variables was: - 

Low revenue collection rates has negatively related to Revenue performance 

Effect of weather has positively related to Revenue performance 

 Revenue outsourcing has negatively related to Revenue performance 

Ineffective implementation of revenue bylaws has positively related to Revenue 

performance 
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CHAPTER THREE 

METHODOLOGY 

3.1 Introduction 

In the previous section, an introduction to the proposed area of research was 

presented. This included a description of the study‟s research problem, several 

research purposes and objectives. 

The intent of this section is to describe the methodology that was proposed for such a 

research effort. Included in the section are a description of the proposed research 

design, study sample, and proposed data collection methods, procedures, and 

analysis efforts. 

3.2 Research design 

The research methodology required gathering relevant data from the specified 

accounting reports in order to analyse the material and arrive at a more complete 

understanding and historical of revenue collection in Local government authorities. 

Quantitative research was employed to find the results from data analysis using 

Statistical Package for Social Science and Microsoft excel. The mathematical 

calculations were done from the extracted tables and graphs were shown as to how 

the trend of revenue collection varies from one local government authority to another 

and the solution thereafter predicted easily. 

The independent variables; low revenue collection rates, effect of weather condition, 

ineffective implementation of bylaws and revenue outsourcing were captured under 

questionnaire. 

Empirically this methodology was also done by Ndyamuhaki (2013) carried out the 

study on “Factors affecting revenue collections in local government, case study: 

Isingiro district local government” Makerere University, Uganda. This study 

identified crucial factors that were; administrative inefficiencies, lack of general 

sensitisation, political interference and corruption. 
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3.3 Study setting 

The study was conducted in four out of seven recognised Local government 

authorities in Morogoro region, namely Ulanga DC, Mvomero DC, Kilombero DC 

and MorogoroDC. These four LGAs enabled the researcher to investigate similar 

factors affecting revenue collection in local government authorities. Basing an 

assumption that all local government authorities have the same main sources of 

revenue as specified in the local government finance Act the four LGAs was 

favourable for the purpose of this study. 

3.4 Population 

According to conceptualisation, this study intended to address the population of 

revenue collectors and administrators. Therefore, it was necessary to set the limit 

from which a sample of the study would be drawn. 

The population consisted of all officials who are responsible for administration and 

collection process of council own sources revenue. Therefore the population 

encompassed officials at district council headquarters concerned. 

Morogoro region was estimated to have more than 40 district officials in each 

council totaling to 160 persons who are responsible for revenue administrations. The 

target group comprised Revenue Collectors, Planning Officers, Accountants, District 

Treasurer and Trade Officers. 

3.5 Sample size and selection 

A complete and update list of revenue collectors and district officials of each council 

was provided and used to select the most appropriate respondents for the study. The 

simple random sampling method used to select those respondents. Names of 

Revenue Collectors, Planning Officers, Accountants, District Treasurer and Trade 

Officers were numbered and randomly the names of 80 participants were obtained. 
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 This method was used because the sample chosen constitute a homogeneous group 

as stated above. The minimum sample of 80 people was selected from the population 

which was assumed to respond for questionnaires. 

Table 3.1: Sample selections 

Type of respondents Target population Optimal sample size 

District Treasures 4 4 

Accountants 60 40 

Revenue collectors 30 20 

Planning officers 46 8 

Trade officers 20 8 

Total 160 80 

3.6 Data collection methods 

This study based on primary and secondary data. Secondary data was collected from 

monthly, quarterly and financial reports of the councils. First hand data was obtained 

directly from the respondents by using self-administered questionnaires. The 

researcher initially distributed questionnaires hand to hand to the respondents and 

finally collected them from the respondents manually. Primary data was for the 

purpose of making valid conclusions. 

3.7 Data collection procedures 

In the proposed study, instruments were employed to measure four continuous 

independent variables and one continuous dependent variable. These are outlined 

below: - 

3.7.1 Independent variables 

The low revenue collection rates, effect of weather condition, ineffective 

implementation of bylaws and revenue outsourcing; a ratio scale was employed to 

measure these variables. 



29 
 

3.7.2 Dependent variable 

The revenue performance variable; a ratio scale was employed to measure the status 

of income collected within a specified period of study. 

3.8 Data analysis methods 

For finding useful information of the study, data was extracted using SPSS version 

20 package and Microsoft Excel for analysis and interpretations. The data collected 

was presented in tables and graphs from which the conclusions will be made. The 

data were analysed by multiple regressions, using Independent Variable (Low 

revenue collection rates, effect of weather condition, ineffective implementation of 

bylaws and Revenue outsourcing) and Dependent Variable (Revenue Performance). 

The regression model was better (R - square = 69.5), but the overall relationship was 

significant (F = 42.629, p<0.001). With other variables held constant, Revenue 

Performance was positively related to ineffective implementation of bylaws and 

Revenue Outsourcing, but negatively related to effects of weather condition and low 

revenue collection rates. The results show that Revenue Performance was high by, 

0.710 for every improvement of Revenue collection rates and by 0.551for every 

improvement in Revenue outsourcing contracts, and was low by 0.046 for any effect 

of change in weather conditions and by 0.040 for review of bylaws. 
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CHAPTER FOUR 

PRESENTATION AND DISCUSSION OF FINDINGS 

4.1 Introduction 

This study investigated on the factors affecting revenue collections in local 

government authorities with specific reference to the four out of seven recognised 

local government authorities in Morogoro region. In finding out this, the following 

objectives were outlined to guide the study: In the first place, the study sought to 

determine factors which will strengthen revenue collection in local government 

authorities. Secondly, the study identified the existing and new sources of revenue 

and possible collection process. Finally, the study sought to identify possible ways to 

minimize revenue leakages in the whole revenue collection process. 

In this chapter, the results of the data analysis are presented and interpreted in line 

with the research objectives and the research questions. The data was presented in 

tables beginning with the sample characteristics and then research questions that 

were formulated to guide the research. The first part of the chapter considers the 

demographic background of the respondents, focusing on sex, education levels, place 

of work (district/municipal) and position held. The second part represents the 

findings from the study in relation to the research questions. 

4.2 Background of participants 

The study collected information on the background of the respondents. Information 

was collected on the gender of the respondents, education level, and place of work to 

distinguish among respondents in local authorities and position held to get 

knowledge of the respondents. 

Sex of respondents 

In the study, male and female working in the four out of the seven recognizes local 

authorities in Morogoro region responded to the items. The data reveal that 60 

respondents representing 75% were male while 20 respondents representing 25% 
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were female. This showed that majority of the respondents used in the study were 

male. Table 4.1 presents the results. 

Table 4.1: Sex of respondents 

Sex of the respondents 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Male 60 75.0 75.0 75.0 

Female 20 25.0 25.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

 

The next sample characteristics examined in the study were education levels of the 

respondents. The result reveal that majority of the respondents were holders of the 

Bachelor‟s degree followed by participants with Diploma level. Specifically, 

Master‟s degree holders were 12 which was equivalent to 15%, Bachelor‟s degree 44 

which was 55% and Diploma level equivalent to 30%. From the results, this shows 

that participants who were mainly involved in revenue collection process in Local 

government authorities were mostly educated. See Table 4.2 for details. 

Table 4.2: Education level of participants 

Education Level of the respondents 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Master‟s degree 12 15.0 15.0 15.0 

Bachelor‟s degree 44 55.0 55.0 70.0 

Diploma 24 30.0 30.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

On the other hand, the researcher was interested in knowing the place of work of the 

participants to specifically distinguish and expand the ideas from more than two local 

government authorities for comparisons in terms of identifying factors among 

different Local Government Authorities. From the population targeted, the researcher 
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tried to balance the respondents from each LGA; this resulted in having 20 

respondents which was equivalent to 25% .Table 4.3 presents the results. 

Table 4.3: Place of work of the respondents 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Ulanga DC 20 25.0 25.0 25.0 

Mvomero DC 20 25.0 25.0 50.0 

Kilombero DC 20 25.0 25.0 75.0 

Morogoro DC 20 25.0 25.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

Further, the researcher was interested in knowing various positions or roles played in 

the local government authorities by respondents. The results showed that the sample 

consisted of individuals who were District Treasurers, Accountants, Revenue 

collectors, Planning officers and Trade officers. From the analysis, 50% of the 

respondents were Accountants. This was followed by 20 Revenue collectors which 

was equivalent to 25%.Table 4.4 presents the results. 

Table 4.4: Position of respondents at the local government authorities 

Position held Frequency Percent Valid Percent Cumulative 

Percent 

Valid District Treasurer 4 5.0 5.0 5.0 

Accountant 40 50.0 50.0 55.0 

Revenue collector 20 25.0 25.0 80.0 

Planning Officer 8 10.0 10.0 90.0 

Trade Officer 8 10.0 10.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

4.3 Main sources of revenue in Local government authorities 

Per the Local Government Authority Law establishing and regulating the activities of 

the Municipals and District Councils (LGAs), the various LGAs have been mandated 

to raise revenue from local sources to fund development projects in their areas of 
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jurisdiction. Traditionally, the LGAs have some sources of revenue that are specified 

in the Local Government Act. These sources include, raising revenue through the 

collection of Local taxes, Fees, Fines, Business licence, Permits and Revenue from 

exchange transactions. The results showed that own sources that are specified in the 

Local government act were well known to the respondents. Table 4.5 presents the 

results. 

Table 4.5: What are the main sources of revenue in local government 

authorities? 

Source Frequency  Percent 

Local taxes 

Fees and Fines 

Business licence and permits 

Revenue from exchange 

transaction 

55 

71 

66 

64 

68.75 

88.75 

82.50 

80.00 

Source: Field data, May 2015 

 Identification of new sources of revenue 

The researcher, in investigating the revenue sources of the Local government 

authorities sought to discover other sources of revenue collection that are not being 

explored by the Act. The results in one part showed that, the other own sources of 

revenue were well known to the respondents. In the second part, the participants 

were requested to identify other sources of revenue that the LGAs can explore to 

increase revenue for development projects in the District councils. The results 

showed interesting exposures. The respondents mentioned the following as other 

sources of revenue: Hiring of Road equipment (Grader and road roller) owned by the 

particular local government authorities, establishing Radio Frequency Modulation 

(FM) station and Bus terminals.  
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Further, the respondents explained regarding the hiring of road equipment that, the 

machines are used only when the LGA was reshaping feeder roads in the District. 

The equipment are thus left idle when these projects are completed. However, there 

are private individuals in the community who on daily basis need the services of 

heavy duty vehicles to perform one function or the other. So, the road construction 

equipment owned by the Local government authority could be engaged to good use 

all year round. Concerning the Radio FM stations, this could earn more income in the 

local government authority by contracting telecommunication with Private 

companies dealing with mobile phones communications via individual post cards 

read on the radio. This could entail charging rates similar with the services and 

charging other media services from individuals who are interested in the radio 

stations advertisements. The next source of revenue suggested was fencing the Bus 

terminal for charging entrance fees, custodian of private vehicles and hotel services 

inside the bus terminal; establishing public toilets and rooms for small shops. The 

wall surface space could be sold to companies for advertisement of their products. 

Table 4.6 presents the results showing the number of respondents who suggested the 

alternate sources of raising revenue for the LGAs. 

Table 4.6: Write other sources of raising revenue 

Source Number Percent 

Hiring of road equipment 

Establishing Radio FM station 

Construction of bus terminal 

Total 

30 

40 

10 

80 

37.5 

50.0 

12.5 

100 

Source: Field data, May 2015 

This data may also be analysed using a graph in Figure 4.1: 
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Figure 4.1: Other sources of raising revenue 

 

Source: Field data, May 2015 

4.4 Level of performance in revenue collection in Local government authorities 

The purpose was to understand how local government authorities put more efforts in 

making sure that its revenue collection goals are reached. As per Prime Minister‟s 

Office Regional Administration and Local Government (PMORALG) financial 

report 2012/2013  the general results from the four recognised LGAs in Morogoro 

region the level of performance was Ulanga DC 114.4%, Kilombero DC 86.4%, 

Mvomero DC 32.3% and Morogoro DC 35.4%. The performance in revenue 

collection in LGAs is below the required level of 100%., except for Ulanga DC 

which was above by 14.4%.Others that were below are Kilombero DC 13.6%, 

MvomeroDC 67.7, Morogoro DC 64.6%. Table 4.7 – 4.10 present the results. 
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Table 4.7: What is the level of performance in revenue collection in Ulanga 

district council? 

Budget Item 
Annual Budget 

Plan 

Cumulative 

Outcome 

Performance 

Ratio 

 
TZS TZS % 

Land rent 15,400,000 3,294,567 21.4 

Produce cess 1,080,035,000 1,206,645,385 111.7 

Service levy 4,166,000 18,169,971 436.1 

Guest house levy 4,559,000 2,799,500 61.4 

Other Levies on Business 

Activities 
0 0 - 

Licences& Permits 69,260,000 38,404,753 55.5 

Fees & Charges 32,783,000 529,594,200 1,615.50 

Other Own Revenues 483,532,000 134,946,211 27.9 

Total Own Revenues 1,689,735,000 1,933,854,587 114.4 

Source: Prime Minister‟s Office Regional Administration and Local Government 

(PMORALG) financial report, financial year 2012/2013 

The financial analysis of Ulanga DC can be analysed using Figure 4.4 below 

Figure 4.2: Ulanga DC financial performance year 2013 

 

Source: (PMORALG) financial report, financial year 2012/2013 
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Table 4.8: What is the level of performance in revenue collection in Kilombero 

district council? 

Budget Item 
Annual Budget 

Plan 

Cumulative 

Outcome 

Performance 

Ratio 

 
TZS TZS % 

Property taxes 0 0 - 

Land rent 13,575,000 2,470,820 18.2 

Produce cess 2,526,829,000 1,737,359,088 68.8 

Service levy 20,500,000 19,460,865 94.9 

Guest house levy 98,776,000 90,900,890 92 

Other Levies on Business Activities 11,295,000 0 - 

Licences& Permits 103,800,000 169,973,077 163.8 

Fees & Charges 758,001,000 939,334,320 123.9 

Other Own Revenues 453,105,000 484,211,695 106.9 

Total Own Revenues 3,985,881,000 3,443,710,755 86.4 

Source: Prime Minister‟s Office Regional Administration and Local Government 

(PMORALG) financial report, financial year 2012/2013 

The financial analysis of Kilombero DC can be analysed using Figure 4.5 below 

Figure 4.3: Kilombero DC financial performance year 2013 

 

Source: (PMORALG) financial report, financial year 2012/2013 
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Table 4.9: What is the level of performance in revenue collection in Mvomero 

district council? 

Budget Item 
Annual Budget 

Plan 

Cumulative 

Outcome 

Performance 

Ratio 

 
TZS TZS % 

Property taxes 0 0 - 

Land rent 0 0 - 

Produce cess 556,139,700 83,667,500 15 

Service levy 6,000,000 16,682,530 278 

Guest house levy 10,000,000 0 - 

Other Levies on Business Activities 64,100,000 52,729,240 82.3 

Licences& Permits 370,421,000 271,345,421 73.3 

Fees & Charges 18,000,000 17,491,000 97.2 

Other Own Revenues 882,080,000 173,553,897 19.7 

Total Own Revenues 1,906,740,700 615,469,588 32.3 

 Source: Prime Minister‟s Office Regional Administration and Local Government 

(PMORALG) financial report, financial year 2012/2013 

The financial analysis of Mvomero DC can be analysed using Figure 4.6 below 

Figure 4.4: Mvomero DC financial performance year 2013 

 

Source: (PMORALG) financial report, financial year 2012/2013 
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Table 4.10: What is the level of performance in revenue collection in Morogoro 

district council? 

Budget Item 
Annual 

Budget Plan 

Cumulative 

Outcome 

Performance 

Ratio 

 
TZS TZS % 

Property taxes 0 20,000 - 

Land rent 10,000,000 0 - 

Produce cess 194,000,000 108,780,187 56.1 

Service levy 149,000,000 14,348,607 9.6 

Guest house levy 7,500,000 4,865,900 64.9 

Other Levies on Business 

Activities 
48,720,000 16,766,432 34.4 

Licences& Permits 105,000,000 77,644,279 73.9 

Fees & Charges 150,500,000 77,217,697 51.3 

Other Own Revenues 248,390,600 23,527,538 9.5 

Total Own Revenues 913,110,600 323,170,640 35.4 

Source: Prime Minister‟s Office Regional Administration and Local Government 

(PMORALG) financial report, financial year 2012/2013 

The financial analysis of Morogoro DC can be analysed using Figure 4.7 below 

Figure 4.5: Morogoro DC financial performance year 2013 

 

Source: (PMORALG) financial report, financial year 2012/2013 
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Ranking performance among the four recognised LGAs in Morogoro region, the 

performance level differs among them as shown in Figure 4.6 that Ulanga DC has 

higher performance than others with 43%. 

Figure 4.6: Ranking of level of Performance in Local government authorities in 

Morogoro region 

 

Source: Secondary data, PMORALG financial year 2012/2013 
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Figure 4.7: Comparison of revenue outcome in four LGAs 

 

Source: Secondary data, PMORALG financial year 2012/2013 

4.5 Factors leading to increased variance in revenue collection in LGAs 

The intention of knowing these factors was to understand the ways of strengthening 

revenue collections in the area of study. The results showed that the majority 

suggested ineffective implementation of revenue bylaws. Others were, revenue 

outsourcing, the effect of weather, that is, climate change and low revenue collection 

rates. Table 4.11 present the results from respondents who contributed to the 

following research question: What factors lead to increased variance in revenue 

collection in local government authorities? 
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Table 4.11: What are factors leading to increased variance in revenue collection 

in LGAs? 

Factor Number of 

respondents 

Percent 

Low revenue collection rates 

Ineffective implementation of bylaws 

Effect of weather Condition 

Revenue outsourcing 

68 

80 

73 

76 

85.00 

100.00 

91.25 

95.00 

Source: Field data, May 2015 

4.5.1 Low revenue collection rates charged by Local government authorities 

The researcher was interested in knowing whether the collection rates charged by 

Local government authorities are reasonable. This answered the research question 

that asked whether the collection rates charged by the Local government authorities 

in various sources are generally low and are regarded as unrealistic. The results 

shows that 51 respondents equivalent to 63.8% agreed that there are low collection 

rates in LGAs and 17 responded strongly agree and 11 responded disagree. Table 

4.12 presents the results. 

 

Table 4.12: Low revenue collection rates charged by local government 

authorities 

Low revenue Collection rates charged by LGAs 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 17 21.3 21.3 21.3 

Agree 51 63.8 63.8 85.0 

Not sure 1 1.3 1.3 86.3 

Disagree 11 13.8 13.8 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

The data can be analysed using bar chart below according to the place of work:  
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Figure 4.8: Low revenue Collection rates charged by LGAs 

 

Source: Field data, May 2015 

4.5.2: Ineffective implementation of revenue bylaws 

As per Local Government Finance Act, cap 290 give powers local authorities to 

establish administrative and financial bylaws. Financial bylaws sets local taxes to be 

charged and collected from own sources of revenue, fees, charges and fines from 

misconduct of local authority bylaws. Most of revenue bylaws were established since 

financial the year 2008, hence rates charged are still low compared with economic 

condition of today. It was the view of the researcher that it is possible to review those 

financial revenue bylaws to increase the amount of income gained. Through 

respondents, the results indicate that 48 responded strongly agree while 32 agreed 

that review of tax bylaws would increase revenue collection. There were no negative 

responses about this research question. Table 4.13 presents the results. 
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Table 4.13: In effective implementation of revenue bylaws 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 48 60.0 60.0 60.0 

Agree 32 40.0 40.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

The data can be analysed using bar chart below according to the place of work:  

 

Figure 4.9: In effective implementation of revenue bylaws 

 

Source: Field data, May 2015 

4.5.3: The effect of weather conditions in revenue collection process 

Further, the researcher was interested in capturing views from respondents whether 

changes in climate will affect revenue performance in collection process. The results 
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were as follows: 25 participants responded strongly agree while 48 responded agreed 

which is equivalent to 60%. However, 3.8% disagreed with the research question. 

Table 4.14 presents the results. 

Table 4.14: Weather affects revenue collection process in LGAs 

Weather affect revenue collection process in LGAs 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 25 31.3 31.3 31.3 

Agree 48 60.0 60.0 91.3 

Not sure 4 5.0 5.0 96.3 

Disagree 3 3.8 3.8 100.0 

Total 80 100.0 100.0  

Source: field data, May 2015 

 

The data can be analysed using bar chart below according to the place of work: 

Figure 4.10: Weather affects revenue collection process in LGAs 

 

Source: Field data, May 2015 
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4.5.4: Revenue outsourcing has an impact on revenue collection in LGAs 

The researcher wanted to put more emphasis on getting knowledge from participants 

if exactly there is a major impact when LGA outsources revenue collections. The 

results show that 62 participants equivalent to 77.5% agreed that there is an impact 

when LGA outsource its revenue collection. Table 4.15 presents the results. 

Table 4.15: Revenue outsourcing has an impact on revenue collection in LGAs 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 14 17.5 17.5 17.5 

Agree 62 77.5 77.5 95.0 

Not sure 3 3.8 3.8 98.8 

Disagree 1 1.3 1.3 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

The data can be analysed using bar chart below according to the place of work: 

Figure 4.11: Revenue outsourcing has an impact on revenue collection in LGAs 

 

 

Source: Field data, May 2015 
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4.5.5: Revenue contracts are benefiting collecting agents than LGAs 

Most of local government authorities are contracting revenue collection activities to 

various agents. The researcher investigated the importance of those contracts to see 

whether they benefit the LGA concerned or not. Upon investigations the results from 

the respondents were as follows: 36 participants responded strongly agree whereas 

44 agreed and there were no negative responses from them. Table 4.16 presents the 

results. 

Table 4.16: Revenue contracts are benefiting collecting agents than LGAs 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 36 45.0 45.0 45.0 

Agree 44 55.0 55.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

The data can be analysed using bar chart below according to the place of work: 

Figure 4.12: Revenue contracts are benefiting collecting agents than LGAs 

 

Source: Field data, May 2015 
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According to Controller and Auditor General Report for the financial year ended 

June 2012 revenue Collection not remitted by Collecting Agents was Tsh.4, 

466,028,478; Order 37(2) of the Local Government Financial Memorandum, 2009 

states that, all revenue collections by designated officers shall be remitted to the 

Councils‟ cashiers for safe custody. Contrary to the cited Order, out of all audited 

Councils, 56 Councils were noted to have a sum of Tsh.4, 466,028, 478 Revenue 

collected from various centres by collecting agents but apparently had not been 

remitted to the Councils during the financial year under review. 

A summary of revenue collections not remitted to the Councils by agents for five 

consecutive years is shown below:- 

Table 4.17: Summary of Revenues not remitted to the Councils by Agents 

Year Revenue not 

remitted (Shs.) 

No. of Councils 

involved 

2007/2008 

2008/2009 

2009/2010 

2010/2011 

2011/2012 

421,213,641 

1,095,113,399 

2,756,763,702 

4,360,299,618 

4,466,028,478 

22 

43 

43 

48 

56 

Source: CAG Financial report year 2011/2012 

The above analysis can be presented in a line graph as follows: - 
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Figure 4.13: Trend of revenue not remitted by collecting agents 

 

Source: CAG Financial report year 2011/2012 

 

From the table and graph above, it can be noted that, the amount involved has 

increased consistently for five years by a total sum of Tsh.4, 044,814,837 from 

Tsh.421, 213,641in the year 2007/08 to Tsh.4, 466,028,478 in the year2011/12 which 

also reflects the increase of councils from 34to 56 as reported in year 2011/12.This 

implies weak internal controls over revenue collection and inadequate follow-up and 

monitoring mechanisms of revenue contracts. 

4.6 Measures should be taken by the LGAs to overcome the variance revenue 

collection 

In this section solicited the views of respondents on the measures to be adopted to 

encourage efficient revenue collection at the Local government authorities. The 

results show three areas that were outlined by the respondents. These are reliable 

revenue/ tax bylaws, motivating revenue staff and the use of LGAs manpower to 

collect its revenue. Details of the analysis reveal that reliable revenue/ tax bylaws 

and the use of its manpower were the strategies most conceded by the respondents. 

Forty eight respondents representing 60% suggested the use of LGAs manpower to 

collect revenue. See Table 4.18. 
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Table 4.18: What measures should be taken by the local government authority 

to overcome the variance revenue collection? 

Measure Number of the 

respondents 

Percent 

Use of reliable revenue/ 

tax bylaws 

Motivating revenue staff 

Use of manpower to 

collect revenue 

Total 

20 

12 

48 

80 

25.00 

15.00 

60.00 

100.00 

   Source: Field data, May 2015 

4.6.1 Measuring forms of revenue collection in Local government authorities  

The researcher wanted to know whether the forms of revenue collection in local 

government authorities were effective or not. Also, finding out whether the collection 

process was well structured or not. The results showed that most of the respondents 

(52) agreed that the forms of revenue collection are effective equivalent to 65% and 

16 respondents equivalents to 20% strongly agreed to the forms of revenue 

collections. There were 7 respondents equivalent 8.8% who were not sure about 

whether the system of revenue collection is effective or not while the remaining 

6.3% disagreed. Table 4.19 and Figure 4.14 present the results. 

Table 4.19: Measuring forms of revenue collection in Local government 

authorities 

The forms of revenue collection are effective in LGAs 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 16 20.0 20.0 20.0 

Agree 52 65.0 65.0 85.0 

Not sure 7 8.8 8.8 93.8 

Disagree 5 6.3 6.3 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

The data can be analysed using bar chart below according to the place of work:  
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Figure 4.14: Forms of revenue collection are effective in LGAs 

 

Source: Field data, May 2015 

4.6.2 Measuring performance of LGAs in providing services to village councils  

Local government authorities in Tanzania collect revenue for several reasons among 

which they have to obtain income to contribute 20% to the village council accounts. 

To confirm this the researcher questioned the participants about this and the results 

show that 27.5% which is 22 participants, strongly agreed that local government 

authorities provide services to village council as per the Act. Table 4.20 presents the 

results. 
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Table 4.20: LGAs provide services to village councils  

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 22 27.5 27.5 27.5 

Agree 46 57.5 57.5 85.0 

Not sure 11 13.8 13.8 98.8 

Disagree 1 1.3 1.3 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

The data can be analysed using bar chart below according to the place of work: 

Figure 4.15: LGAs provide services to village councils 

 

Source: Field data, May 2015 

4.6.3 Measuring performance in revenue collection in terms of volume  

In making comparison of revenue collection from one financial year to another it was 

important to assess the trend of revenue between them. The researcher asked the 

participants whether volume of revenue was increasing from time to time. From the 



53 
 

research question the results show that majority responded agreed but only 5% that is 

4 participants disagreed. Table 4.21 presents the results. 

Table 4.21: Revenue collection in terms of volume has increased tremendously 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid Strongly agree 28 35.0 35.0 35.0 

Agree 48 60.0 60.0 95.0 

Disagree 4 5.0 5.0 100.0 

Total 80 100.0 100.0  

Source: Field data, May 2015 

 

The data can be analysed using bar chart below according to the place of work: 

Figure 4.16: Revenue collection in terms of volume has increased tremendously 

 

Source: Field data, May 2015 
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4.7 Relationship among variables 

The researcher wanted to determine the statistical significance of the attempted 

prediction and the strength of association between the single dependent variable and 

the multiple independent variables. For the purpose of this investigation there were 

four continuous independent variables and one continuous dependent variable. 

Hence, for testing the relationship among them regression analysis was performed 

and the following SPSS output was obtained as follows: - 

Table 4.22: Descriptive Statistics 

Descriptive Statistics 

 Mean Std. Deviation N 

Revenue Performance 1.75 .703 80 

Low revenue Collection 

Rates 
2.65 1.020 80 

In effective implementation 

of Bylaws 
1.40 .493 80 

Effects of Weather 

condition 
1.75 .893 80 

Revenue Outsourcing 2.00 .318 80 

 

Table 4.23: Model summary 

Model Summary
b
 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .833
a
 .695 .678 .399 

a. Predictors: (Constant), Revenue Outsourcing, Effects of Weather 

condition, Ineffective implementation of Bylaws, Low revenue 

Collection Rates 

b. Dependent Variable: Revenue Performance 
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Table 4.24: Analysis of variances 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 27.086 4 6.772 42.629 .000
b
 

Residual 11.914 75 .159   

Total 39.000 79    

a. Dependent Variable: Revenue Performance 

b. Predictors: (Constant), Revenue Outsourcing, Effects of Weather condition, Ineffective 

implementation of Bylaws, Low revenue Collection Rates 

 

Table 4.25: Regression coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

 

Low revenue Collection Rates -.489 .077 -.710 -6.388 .000 

Ineffective implementation of 

Bylaws 
.058 .133 .040 .434 .666 

Effects of Weather condition -.036 .069 -.046 -.523 .602 

Revenue Outsourcing 1.216 .171 .551 7.116 .000 

 

Dependent Variable: Revenue Performancea 

 

The independent variables are explaining 69.5% of variance in dependent variable 

(Revenue Performance). The best predictor of dependent variable is low revenue 

collection rates charged by LGAs which is having regression coefficient of r = 0.710; 

p < 0.001. Except for ineffective implementation of bylaws and the effects of 

weather which do not have significant contribution in explaining the dependent 

variable (p >0.05), the remaining variables have significant contribution in 

explaining the dependent variable (p < 0.01). 
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The data were analysed by multiple regressions, using Independent Variable (Low 

revenue collection rates, effect of weather condition, ineffective implementation of 

bylaws and Revenue outsourcing) and Dependent Variable (Revenue Performance). 

The regression model was better (R - square = 69.5), but the overall relationship was 

significant (F = 42.629, p<0.001). With other variables held constant, Revenue 

Performance was positively related to ineffective implementation of bylaws and 

Revenue Outsourcing, but negatively related to effects of weather condition and low 

revenue collection rates. The results show that Revenue Performance was high by, 

0.710 for every improvement of Revenue collection rates and by 0.551for every 

improvement in Revenue outsourcing contracts, and was low by 0.046 for any effect 

of change in weather conditions and by 0.040 for review of bylaws. 

4.8 Discussion of results 

It is observed that there are shortcomings in the local government revenue systems. 

One is limited own source revenue. Local revenue has suffered significantly since the 

abolition of the so called nuisance taxes. Findings of this study revealed that taxes 

deemed to be nuisance in one Council may in fact be potential in other Councils. For 

example, charging bicycle ownership fees may be nuisance in urban Councils but at 

the same time this is a high potential source of income for Councils in rural areas. 

Absence of by-laws for some Council Revenue Sources: Some of the Councils do not 

have a comprehensive set of by-laws for all revenue sources. 

Outdated Revenue Collection By-Laws: Ineffective local revenue collection is to a 

large extent contributed by presence of outdated by-laws. Findings from the case 

study on revenue collection in LGAs indicated that some of the by-laws were enacted 

in 1988. The rates of revenue to be collected are very low and have not been revised 

to be consistent with the changing environments. For example, Property tax 

collection in Municipals is Tshs.10, 000 only per annum for residential houses 

without regard to the value of houses. Similarly the rates of fees and fines for non-

compliance to payment of taxes have been low due to lack of frequent revisions. 
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Administration of Outsourced Revenue Sources: the local revenue reforms have 

resulted in Councils outsourcing the collection of most of their local revenue 

resources. However, Councils are encountering difficulties in management of some 

outsourced revenue collections. 

 

Issues include: 

a. Poor drafting of outsourced contracts by Councils 

b. Inadequate competitions during the bidding process 

c. Outsourced agents not remitting the agreed amounts of revenue. 

 

Political and Central Government Interferences: Interference by politicians in 

revenue collection has been cited as one of the major impediments of revenue 

collection at the Local Government Authority level. These include misleading of 

citizens by political leaders on payments of local taxes. For example, some 

councillors discourage citizens from complying with local taxes and other charges in 

order to gain political popularity. Also, the Central government through Ministries 

tends to interfere with local revenue collection. An example is the collection of taxes 

on billboards whereby in 2011, the Ministry responsible for infrastructure directed 

that Councils should not collect billboard taxes on billboards located onto roads 

reserve areas under TANROADS. 

 

Absence of Effective Revenue Collection Strategies: The absence of effective 

revenue collection strategies contributed to low revenue potential from Councils. 

Only few Councils have conducted research on revenue potential and devised 

appropriate collection strategies in the irrespective areas of jurisdiction. 

 

Limited Tax Payers Awareness: Limited tax payer‟s awareness has been cited as one 

of the reasons contributing to low local revenue collection. Not all citizens are aware 

of the relevant local revenues to be paid or have appreciation of the uses of revenue 

paid to finance provisions of public service. 
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 CHAPTER FIVE  

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.1 Introduction 

This chapter presents the summary of major findings of the study, conclusion and 

recommendations of the study. 

The study investigated factors affecting revenue collection in local government 

authorities. The study set out to achieve the following objectives. In first place, the 

study aimed to determine factors which will strengthen revenue collection in local 

government authorities. Secondly, to identify new sources of revenue, and lastly, to 

identify ways to minimize revenue leakages 

5.2 Summary of findings 

To achieve the objectives of the study, the following research questions were posed 

to guide the study. One, what are the main sources of revenue in local government 

authorities? Two, what is the level of performance in revenue collection in local 

government authorities? Three, what factors lead to increased variance in revenue 

collections in local government authorities? Four, what measures should be taken by 

the local government authorities to overcome the variance revenue collection? 

In the first place, as presented in Table 4.5 the results showed that own sources that 

are specified in the local government Act were well known to the respondents those 

sources including responses are Local taxes (68.75%), Fees and fines (88.75%), 

Business licence and permits (82.5%) and Revenue from exchange transaction 

(80%), also the study discovered new revenue sources that were not being 

sufficiently explored by the local government authorities. As presented in Table 4.6 

the alternative sources as hiring of road equipment (37.5%), establishing radio 

stations (50%) and construction of bus terminals (12.5%). If these alternative sources 

are explored by the local government authorities could increase the revenue outlay of 

the local government authorities. 
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Secondly, the study noticed some weakness in the revenue collection process in local 

government authorities. The comparison of four local government authorities as 

presented in Table 4.7, Table 4.8, Table 4.9 and Table 4.10 reveals that most of local 

government authorities don‟t meet its revenue collection goals. The level of 

performance in revenue collection in local government authorities were below 100%. 

From analysis of four recognised LGAs in Morogoro region the results was 

Kilombero DC 86.4%, Mvomero DC 32.3% and Morogoro DC 35.4%. Improving 

revenue collection process will increase the level of performance in local government 

authorities. 

Thirdly, the study discovered factors leading to increase in variance in revenue 

collection in local government authorities. As presented in Table 4.25 the results 

showed that the major factors leading to increased variance in revenue collection 

were Low revenue collection rates and Revenue outsourcing. The best predictor of 

dependent variable is low revenue collection rates charged by LGAs which is having 

regression coefficient of r = 0.710; p < 0.001.The local government authorities 

should be aware of those factors and devise ways of strengthening revenue 

collections. 

 

Lastly, the study discovered contributions from the participants who explained the 

measurers for improving revenue collection. In fact, it was assumed that knowing 

these measures would enable local government authorities to administer revenue 

collection process. As presented on Table 4.18 the measures including responses 

mentioned were establishing reliable revenue bylaws (25%), motivating revenue staff 

(15%) and the use of local government authority‟s manpower instead of outsourcing 

revenue collection systems (60%).  

5.3 Conclusion 

Local government authorities should be aware of the factors that affect revenue 

collection process. From the study relationship revenue bylaws should be reviewed 

to form favourable revenue collection rates. Also, the local government authority 

should not depend on single source which is directly affected by changes in weather 
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conditions. Likewise, the process of outsourcing contracts should be avoided or clear 

contract agreements should be maintained. 

From the study found that local government authorities fail to pay funds from own 

sources for development activities hence low revenue performance. Local 

government should take measures on factors affecting revenue collection to 

strengthen revenues and reduce pressures of central government to remit funds 

frequently to LGAs.  

 

This study has opened up the Local government authorities for examination. This has 

led to interesting findings regarding the financial administration of the Local 

government authorities. To ensure that good practices that were recorded in this 

study are maintained there should be continuous training for the mobilization team. 

5.4 Recommendations 

Following the findings of this study, the under listed recommendations have been 

proposed for practice: - 

i. Shortcomings in the local government revenue systems 

The Central Government through the PMO-RALG should undertake a 

comprehensive review of the existing local revenue system to ensure that it 

assists the respective Councils to raise sufficient local revenues. In 

undertaking the review, representatives from each Council must be involved. 

The aim should be to determine which revenue sources should be taxed in 

which Council. This can be done by categorically differentiating revenue 

sources for Urban and Rural Councils. 

 

ii. Absence of By-laws for Some Council Revenue Sources 

Local government authorities should enact by-laws for all sources of internal 

revenue. This will ensure that there is legal backing for collection and follow 

up on compliance and defaulters. 
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iii. Outdated Revenue Collection By-Laws 

Outdated by-laws need to be revised to ensure that rates charged are 

consistent with the current social economic conditions including 

consideration of inflation factor. Periodic updating of bylaws should be 

performed for instance after every 5 years. 

 

iv. Administration of Outsourced Revenue Sources 

This should be applicable to all sources of revenue, those collected by 

Councils themselves and those collected by outsourced agents. Councils must 

monitor compliance on the contracts entered on outsourced revenue collection 

agents. Furthermore the possibilities of the Councils building their own 

capacity and with appropriate incentives assume the responsibility of 

collecting their own revenue source should be explored. 

 

v. Political and Central Government Interferences 

There should be frequent capacity building initiatives to Council‟s staff in 

administration of Local revenues. Staff responsible for revenue collection as 

well as senior officers accountable for local revenues should be oriented in 

effective enforcement of tax and non-tax revenue administration including 

application of relevant laws and by-laws. In addition, political leaders must 

be educated and frequently reminded of the need of their supportive role in 

local revenue collection. 

 

vi. Limited Tax Payers Awareness 

Local Government Authorities should schedule periodic awareness 

campaigns on revenue collections to be conducted by politicians at local 

levels, Council staff and Council executives. Citizens should be made aware 

of applicable taxes and the respective by-laws in their areas, the applicable 

rates, due dates, modalities of payments, and benefits for paying taxes and 

consequences for non-payment. Taxpayers‟ education can be performed in 

various ways including general meetings, distribution of leaflets, and tailor-

made trainings for specific group of taxpayers. 
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vii. Establishment of Council Properties for rent 

In order to ensure reliable revenue for local authorities, Councils need to 

build and rent out properties such as office buildings, parking spaces, modern 

markets and modern abattoirs. 

 

viii. Taxes on Telecommunication Towers 

Local Authorities should be allowed to charge local taxes on the 

telecommunication towers within their areas of jurisdiction. 

 

ix. Other LGA Specific Sources of Revenue 

In order to boost local revenue collection, Councils must explore other 

specific sources of revenue in their geographic areas and enact by-laws for 

their collections, for example fees on local tourist attraction areas, hunting 

and small scale mining activities. 

 

x. Reintroduction of abolished and Introduction of new sources 

In the year 2003, the Government abolished some of the Local revenue 

sources. By then these abolished sources appeared to be nuisance taxes. 

Following this study, it is recommended that some of those abolished sources 

be reintroduced and new other sources have to be introduced. These proposed 

sources are as follows: 

a) Gas cess: This is the potential source of revenue for LGAs that are located 

in areas where natural gas is found. The study recommends Oil and Gas 

Policy to consider revenue for respective LGAs. This will facilitate 

enactment of laws that will allow LGAs to benefit from oil and gas 

available in their areas. This will also remove complaints coming for 

citizens of those LGA as they will be benefited from oil and gas extracted 

from their areas. 

 

b) Hotel (Guest House) Levy: The study recommends the Local Government 

Finance Act to be revised to accommodate this source. On this, it is 

recommended that the rate should be considerate to hotel owners; there 

should be mutual agreement between hotel owners and LGAs on rates 
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that should be charged, this will not only reduce burden to hotel owners 

but also will facilitate voluntary payment of taxes 

 

c) Livestock Cess: The study recommends livestock cess to be re-introduced 

to LGA. The amount to be charged should not undermine/damage 

livestock keepers. Also, the study recommends 50% of revenue from this 

source be used by Department of Agriculture and Livestock to finance 

operations of this department. Recommendation of this is also supported 

by Fjeldstad and Semboja, 2000, that before abolishment of this source, it 

was contributing 22% of own sources revenue together with crop cess. 

 

d) Livestock Movement Permit: It is recommended that this source be re-

introduced to LGA level. 

 

e) Mineral Cess: The study recommends enactment of new law that will 

empower LGAs to collect revenue from minerals extracted from their 

areas or related business conducted in those areas. 

 

f) Property tax on Rural LGAs: Property tax is one of the sources that 

provide high revenue for Urban LGAs. The study recommends this source 

to be introduced to rural LGAs basing on the performance it has made in 

urban LGAs. Apart from recommending the introduction of this source, 

differences between urban and rural LGAs should also be considered in 

terms of property ratings and factors that could be of importance. 

 

g) Motorcycles (Bodaboda/Bajaj) Registration Fee: For control and 

regulation purpose, it is recommended that the Government shouldput in 

place law that will enable LGA to collect revenue from this source 

specifically from the owners of motorcycles. I was aware of abolition of 

motorcycles registration fee from the central government. 

 

h) Telecommunication Towers Fee/Tax: The study recommends this as new 

source of revenue for LGA. The laws that govern the operation of LGAs 

are silent on this source. This could be charged as property tax, but the 
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definition of ratable property does not favour it to be treated as ratable 

property. According to Urban Authorities (Rating) Act of 1983 "ratable 

property" means all houses within the jurisdiction of an authority which 

are in actual occupation and all improvements on, in or under any such 

houses. Again, when looking at Service Levy, there is no clear formula/ 

systematic way of receiving revenue from this source from 

Telecommunication companies although they are operating in LGAs. 

Therefore, it is recommended that laws that govern property taxes be 

revised or new law should be enacted that will enable LGAs to collect 

revenue from Telecommunication Towers. 

5.5 Issues for further research 

Based on the knowledge gaps identified in this study, we suggest areas for further 

research on Local Government Taxation. Research on the technical administrative 

framework for local taxation has the potential to identify constraints and practices 

that can guide policy work and be used as benchmarks to assess actual policy 

implementation. Financial transfers from the central level are typically important 

components of Local Government revenues. How does this impact on local 

government fiscal autonomy, which typically is formulated as a key objective of 

local tax reforms? It was believed that through outsourcing revenue collection would 

increase efficiency in revenue collections in the sense that, an independent 

person/agent will involve and invest in revenue collection so as to exceed the targets 

and make profit while the Councils will remain with the task of setting the targets, 

monitoring and supervising the collection procedures. 

From this study it was revealed that instead of outsourcing, the councils are now 

going back for the councils themselves to get involved in tax collection, 

administration and spending. Hence, there is a need to conduct a comprehensive 

study to identify the efficiency of outsourcing revenue collection or being collected 

by council themselves. A series of research questions related to reform is therefore 

suggested for further research: 

• How potentially does each of the sources proposed impact the real economy of 

the LGAs? 
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• How should effective revenue raising systems for LGAs be designed and 

implemented? 

• Is there a connection between local tax payment and service delivery? 

• Are there good practices from private tax collection (outsourcing) concerning 

taxpayer education, accountability and revenue rising? 

• Which revenue bases are outsourced and why these? 

• What are the efficiencies for outsourcing revenue collections or being collected 

by councils themselves? 

• Which allowances and incentive systems exist for private collectors? 

• What are the revenue trends from different sources after outsourcing compared 

to the pre-outsourcing period? 
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APPENDICES 

MZUMBE UNIVERSITY 

 

SCHOOL OF BUSINESS 

RESEARCH QUESTIONNAIRE 

Dear Sir/ Madam, 

I am DIETRICH NULUVA a student of Mzumbe University carrying out research 

on factors affecting revenue collection in local government authorities as a part of the 

requirement for partial fulfillment for the award of the degree of Master of 

Accounting and Finance of Mzumbe University. 

 

I therefore request you to spare some time and fill in this questionnaire. Whatever 

information you provide here will be strictly for academic purpose and shall be 

treated with utmost confidentiality. 

Thank you 

 

SECTION A: BACKGROUND 

Please tick as appropriate 

1. Gender of the respondents 

Male    Female 

2. Education levels 

i. PhD 

ii. Masters degree 

iii. Bachelors degree 

iv. Diploma 
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v. Certificate 

vi. None 

3. Place of work(employer) .............................................. district/municipal 

council 

4. Position held...................................................................................................... 

 

SECTION B: REVENUE MANAGEMENT CHAIN (OWN SOURCE) 

1. What are the main sources of revenue in local government 

authorities? 

i. .............................................................................................. 

ii. .............................................................................................. 

iii. .............................................................................................. 

iv. .............................................................................................. 

v. .............................................................................................. 

vi. .............................................................................................. 

vii. .............................................................................................. 

 

2. What factors leading to increased variance in revenue collection in 

local government authorities? 

i. .................................................................................................. 

ii. .................................................................................................. 

iii. ................................................................................................... 

iv. ................................................................................................... 

v. ................................................................................................... 

vi. ................................................................................................... 

Please tick as appropriate 

3. The forms of revenue collection are effective in local government 

authorities. 

i. Strongly agree 

ii. Agree 

iii. Not sure 
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iv. Disagree 

v. Strongly disagree 

 

4. The tax levied imposes fewer burdens to the people within local 

government authorities. 

i. Yes 

ii. No 

iii. Not sure 

SECTION C: REVENUE COLLECTION RATES (OWN SOURCE) 

Evaluate the following statements using these alternatives: 

Strongly agree Agree Not sure Disagree Strongly 

disagree 

1 2 3 4 5 

 

(i) Collection rates charged by the  Local Government 

Authorities in various sources are generally low and are 

regarded as unrealistic 

 

(ii) Reviewing revenue tax bylaws of Local government 

authorities will increase revenue collection 

 

SECTION D: WEATHER  

Evaluate the following statement using these alternatives: 

Strongly agree Agree Not sure Disagree Strongly 

disagree 

1 2 3 4 5 
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(i) Weather conditions affect revenue collection process in 

local government authorities 

 

SECTION E: REVENUE OUTSOURCING (OWN SOURCE) 

Evaluate the following statement using these alternatives: 

Strongly agree Agree Not sure Disagree Strongly 

disagree 

1 2 3 4 5 

 

(i) Most of the revenue contracts are benefiting collecting 

agents than the local government authorities 

 

(ii) Revenue outsourcing has an impact on revenue collection 

in local government authorities 

 

SECTION F: REVENUE PERFORMANCE (OWN SOURCE) 

Evaluate the following statements using these alternatives: 

Strongly agree Agree Not sure Disagree Strongly 

disagree 

1 2 3 4 5 

 

(i) During revenue administration, cost of providing  services to 

village councils is put into consideration 

 

(ii) Revenue collection in terms of volume has increased 

tremendously. 
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What measures should be taken by the local government authorities to 

overcome the variance revenue collection? 

i. .................................................................................................................

.................................................................................................................

................................................................................................................ 

ii. .................................................................................................................

.................................................................................................................

............................................................................................................... 

iii. .................................................................................................................

.................................................................................................................

................................................................................................................ 

 

 

 

 

Thank you very much for your Corporation. 

 


