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ABSTRACT 

The major aim of this study was to examine the determinants of voluntary tax 

compliance in Tanzania from taxpayer perspectives. The specific objectives of the 

study were to examine TRA service quality factors affecting tax compliance, to 

determine Taxpayer trust factors affecting tax compliance, to determine public 

governance quality factors affecting tax compliance, and to examine the fairness of 

tax laws factors that affect tax compliance. 

 

The study employed quantitative approach. Data were collected from 100 Small and 

Medium Enterprises (SMEs) operating in Dar es Salaam. Data were analysed 

descriptively and then factor analysis and later regression analysis were conducted to 

examine relationship among variables.  

The findings have shown that voluntary tax compliance of SMEs in Dar e Salaam is 

influenced by several factors such as Tanzania Revenue Authority (TRA) service 

quality, taxpayer trust, fairness of tax laws, and regulations and public governance 

quality. In addition, voluntary tax compliance is positively related to these factors. 

Furthermore, the findings have shown that SMEs to a greater extent do not comply 

with tax laws and regulations as they fulfil their tax obligations by force, report 

incorrect income and delay to submit tax return on time 

Voluntary tax compliance is a phenomenon of great importance to the national 

development; taxpayers who know their tax obligations and accomplish the same 

willingly are friends of national developments and prosperity. Therefore, the study 

recommends that the government should inculcate the culture of paying taxes 

willingly to the taxpayer by ensuring that they build trust and good public image and 

improve judiciary systems and investment in the infrastructures that benefit the 

majority of the taxpayers. 
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CHAPTER ONE 
 

BACKGROUND OF THE STUDY 

1.1 Introduction 

This chapter consists of background information on the problem, how the problem 

came about and what is being done so far on literature review, statement of the 

problem, objective of the study, research questions, significance of the study, and 

organization of the study. 

1.2 Background of the Study 

Small and Medium Enterprises (SMEs) are the roots through which large companies 

emerge. Therefore, SMEs are sources of innovations and creativity that are seen as 

the seedbed for entrepreneurship that makes it easier for many small investments 

which would not be there if such initiatives are not taken (Aryeetey and Ahene, 

2004). Therefore, growing economies like Tanzania need to develop their private 

sector by ensuring that there are favourable environment for the growth of SMEs 

through strengthening success factors, and eliminating all threats that inhibit the 

advancement of the SMEs (Chu, Kara & Benzing, 2008).  

Growth of SMEs means that they will be able to play their crucial role in the 

economic transformation. These crucial roles played by SMEs include mobilization 

of domestic savings for investment, providing employment, contributing to poverty 

reduction, technological development, and payment of taxes to the government and 

ultimately contributing to the Gross Domestic Product (GDP) of the country 

(Smatrakalev, 2006). Therefore, there is a need to encourage voluntary tax 

compliance to SMEs so that economic growth and proper utilization of resources can 

be easily realised instead of discouraging the entrepreneurship initiative developed 

by SMEs.  

In many countries, individual taxpayers are supposed to announce their taxable 

activities. When an individual fulfils the obligation of announcing their taxable 

activities, assessment of the taxes and eventually paying the taxes without the 

intervention of tax authority is called voluntary tax compliance. Myles (1995) argues 

that non – compliance happens when individuals fails to declare their taxable 
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activities. Achievement of voluntary tax compliance happens when taxpayer fulfils 

all necessary requirements of the tax laws and regulations such as filling information 

accurately and at the required time (Richardson and Sawyer, 2001).  

Abiding by the tax laws and regulations is not a simple job; it is a difficult one even 

to professionals who are knowledgeable about the tax requirements, due to time 

involved in the process. For example, Schnepper (2012) has provided that the 

average American taxpayer spent a minimum of 23 hours to file his/her tax return. In 

Tanzania, the average Tanzanian spent 180 hours to file his/her tax return. Therefore, 

given that there are many complexities in filing returns, taxpayers will find it easier 

not to accomplish their taxable activities until helped by a professional or forced by 

tax authorities. This situation is worse to the African countries where even the 

illiteracy rate is higher compared to European countries and United States of 

America (USA).  

Thus, in Africa and Tanzania in particular the filing of tax return is a time-consuming 

exercise and is affected by factors such poor quality of service provided by tax 

authorities and the illiteracy of the business person (Mahangila, 2017). This 

decreases voluntary tax compliance. The decrease of voluntary tax compliance 

decreases tax revenue and this has tremendous effects. 

Kirchler (2007) argues that tax revenue is very important in meeting public expenses 

such as school, hospital and other public expenditures. Thus, raising government 

revenues implies that the government is able to offer services to its citizens. 

Conversely, taxation is meant to affect consumption, production and distribution of 

some products and services with a purpose of ensuring social welfare. Taxation is 

important as it ensures economic development of the nation. Taxation is a source of a 

stable flow of revenue to ensure that physical infrastructure and their policies take 

place for economic growth (Shehata and Trivedi, 2005).  

Voluntary tax compliance means that the countries increase domestic revenue as they 

are able to mobilize taxpayers who are ready to pay their taxes without much effort 

such as warnings and threats from the tax authority. Drummond et al (2012) argues 

that most sub-Saharan African countries have put the increase of domestic revenue as 
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a top most priority. Mobilization of revenue is very important for several reasons; 

such as creating fiscal space, providing essential public services, and reducing 

foreign aid dependency. However, most African countries, Tanzania inclusive, are 

affected by widespread tax avoidance and evasion (IMF, 2011).  

Therefore, what is important is for Small and Medium Enterprises (SMEs) to comply 

with taxation laws and regulations so that the government can achieve to offer 

superior public services to its citizens. This cannot be achieved if the government 

does not ensure good public governance quality. Political legitimacy theory advances 

that individuals and organisations show voluntary tax compliance behaviour when 

they perceive that the government is meeting or exceeding citizens’ expectations 

related to social arrangements and that this kind of perception builds trust to the 

government (Fjeldstad et al., 2012).  

Moreover, the Organisation for Economic Co-operation and Development (OECD) 

(2010) argues that when individuals and organisations perceive that the government 

is fulfilling their requirements, tax compliant is observed because the government 

exhibit good public governance quality and more citizens increase trust to their 

government. In addition, comparative treatment theory argues that, when there is 

fairness of tax laws and regulations, individuals and organisations are expected to 

pay tax voluntarily. Fair treatment by Tanzania Revenue Authority to individuals and 

organisations ensures that these actors pay their tax obligations because of the 

perceived equality in the exchange relationship between the government and the 

taxpayers and, of course, the perception of equal burdens of paying taxes 

(McKerchar and Evans; 2009).  

Furthermore, voluntary tax compliance can be enhanced through good customer 

service by ensuring that Tanzania Revenue Authority (TRA) has equipments, 

systems, technologies, and knowledgeable employees that make the payment of 

different taxes easier. Service Quality (SERVQUAL) model explains that, when the 

service provider, in this case TRA, puts itself in the shoes of the taxpayer, voluntary 

tax compliance increases, because individuals and organisations are able to pay taxes 

on a good environment; they are knowledgeable about the procedures, laws and 
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regulations and more over they have staff with courtesy, skills and knowledge 

(Parasuraman, Zeithaml and Berry, 1988) 

In Tanzania, observations show that majority of Tanzanians are not complying with 

taxation by not asking for receipts from sellers of products and services (Mlay, 

2015). This leads to a loss of lots of millions. However, Tanzania’s total tax rate is 

about 44.3%, which is in line with the average for Africa statistics (46.6%). 

However, Tanzania pays tax more than Rwanda (33.5%), Uganda (36.5%), and 

Kenya (38.1%). This is a result of higher labour taxes charged. For example, 

employers in Tanzania are supposed to pay not only employer’s social security but 

also skills and development levy. This makes Tanzania unable able to reach its 

developmental goals because citizens and particularly Small and Medium Enterprises 

do not pay tax voluntarily (Mlay, 2015). 

SMEs as one of the establishments that generate profits are expected to pay taxes. 

However, some do not do so because they believe that cost of compliance is too high 

for them because they believe they do not have enough resources to comply 

(Mahangila, 2017). These SMEs which refuse to comply do so by remaining 

informal and thus making governments lose a substantial amount of taxes. For this 

reason, they make the government unable to offer quality service to its citizens and to 

finance development projects, of which the immediate benefits go to the SMEs 

themselves. Thus, there is a need to encourage voluntary tax compliance to SMEs. 

Therefore, this study examines the determinants of voluntary tax compliance in 

Tanzania, using Small and Medium Enterprises in Dar es Salaam as a case study.  

1.3 Statement of the Problem 

Due to the importance of studying voluntary tax compliance, several researchers 

have attempted to find its determinants so as to eliminate or reduce tax evasion 

(Akhand and Hubbard, 2016; Nunung, Elly, and Diamonalisa, 2015; Hidayati et al, 

2014; Lubua, 2014; Machogu and Amayi, 2013). Some of these studies are discussed 

below. 

Akhand and Hubbard (2016) concluded that voluntary tax compliance is determined 

by the ability of the tax authority to coerce and persuade taxpayers. Nunung, Elly and 
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Diamonalisa (2015) argue that determinants of voluntary tax compliance are tax 

officer service quality and taxpayer knowledge on taxation issues. Furthermore, 

Hidayati et al (2014) has argued that voluntary tax compliance is influenced by 

several factors such as service quality, regional tax administration, taxpayers’ 

satisfaction level and behaviour. In addition, Lubua (2014) introduced the usage of 

information and communication technologies (ICT) as a strategy to influence 

voluntary tax compliance.  

However, little has been done to study voluntary tax compliance as a function of 

service quality, taxpayer trust, fairness of tax laws and regulations, and public 

governance quality. Moreover, these variables have not been examined in SMEs 

setting in Dar es Salaam. Therefore, the present study fills this gap in the literature. 

1.4 Research Objectives 

The main objective of the study is to examine the determinants of voluntary tax 

compliance in Tanzania from taxpayer perspectives, based on the evidence from 

Small and Medium Enterprises. 

Specifically, the study has the following specific objectives:- 

i. To examine TRA service quality factors affecting tax compliance 

ii. To determine Taxpayer trust factors affecting tax compliance 

iii. To determine public governance quality factors affecting tax compliance, and 

iv. To examine the fairness of tax laws factors affecting tax compliance 

 

1.5 Research Questions 

To conduct this study, the researcher focused on the following research questions: 

i. What are the TRA service quality factors affecting tax compliance? 

ii. What are the Taxpayer trusts factors affecting tax compliance? 

iii. What are the public governance quality factors affecting tax compliance? 

iv. What are the fairness of tax laws factors affecting tax compliance? 
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1.6 Significance of the Study 

The literature has shown that there is information gap on the determinants of 

voluntary tax compliance from tax payers in Tanzania. Therefore, this study focuses 

on the determinants of voluntary tax compliance from several aspects such service 

quality, taxpayer trust, fairness of tax laws and regulations and public governance 

quality factors. The study adds to tax administration knowledge the variables that 

determine tax compliance.  

The study also has a practical contribution to stakeholders of taxation and to the 

business community in particular on the way they can help Small and Medium 

Enterprises comply with tax laws and regulations without force. Furthermore, 

incorporation of comparative treatment theory, political legitimacy theory and 

SERVQUAL model in the study of determinants of voluntary tax compliance brings 

more understanding on how better SMEs can comply with tax laws and regulations 

without much effort such as using threats and warnings.  

There’s also an additional contribution is the research setting; here SMEs are in a 

position to understand that it is better to have positive attitude on voluntary tax 

compliance so as to develop the nation. 
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CHAPTER TWO 
 

LITERATURE REVIEW 

2.1 Introduction 

This chapter is dedicated to the theoretical background of the study, reviewed 

empirical studies which assess the related works done by other researchers and their 

outcomes. The chapter also covers the description of concepts, theoretical framework 

and empirical studies on the relationship between voluntary tax compliance and 

factors such service reliability, service responsiveness, taxpayer trust, fairness of tax 

laws and regulations. Furthermore, it presents the conceptual framework developed 

from literature review and the hypotheses of the study. 

 

2.2 Definitions of Key Terms 

This section provides a discussion of the definitions of the key terms as defined by 

other researchers and at the end the researcher provides a guiding definition that is 

used by this study. 

2.2.1 Voluntary Tax Compliance 

Mwansele (2014) defines voluntary tax compliance as the readiness to accomplish 

tax obligations without much effort of the tax department administration and without 

threat of the application of laws, interfering investigation, warning or threat. 

Chatopadhyay & DasGupta (2002) define voluntary tax compliance as the act of the 

taxpayers to willingly pay their taxes and provide a true report of the tax base, 

accurate calculation of the tax liabilities, appropriate filling of tax returns and timely 

payment of the tax due. This study defines voluntary tax compliance as the ability 

and willingness of taxpayer to accomplish their correct and appropriate tax 

obligations without force, warning, or threat from the government. 

2.2.2 Service Quality 

Kotler & Keller (2009) defines service as any intangible act or performance that one 

party offers to another that does not result in the ownership of anything. Therefore, 

service can be defined as an intangible offer given by one party to another party in 

the exchange of money for enjoyment. Quality is the totality of features and 
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characteristics of a product or services that have the ability to satisfy customer needs 

(Kottler and Keller, 2009). Service quality is defined as the differences between 

customer expectations and perceptions of services (Parasuraman,et al., 1988). This 

study defines service quality as the capability of the service provider to meet or 

exceed customer expectations about the services offered to them. 

 

2.2.3 Taxpayer Trust 

Zak (2005) defines trust as individual assessment of integrity, credibility and 

goodwill of other person. As thus, it is a positive attitude toward other people. 

Schoolmen, Mayer, and Davis (2007) define trust as the willingness of one party to 

be vulnerable to another party when that party cannot be guarded or watched. This 

study defines taxpayer trust as the individual taxpayer assessment of integrity, 

credibility and goodwill of the governments and their departments. 

2.2.4 Fairness of tax Laws and Regulations 

Lymer and Oats (2009) define fairness as the ability of the tax department to manage 

and collect tax from taxpayer according to their capabilities such as income. 

Individual taxpayer with the same or similar income should be taxed at the same rate 

or be given the same tax liability. This study defines fairness of tax laws and 

regulations as the individual perception of the equity of paying their tax obligations 

according to their income without preferential treatment.  

2.2.5 Public Governance Quality 

World Bank (2006) defines public governance quality as the perception of the citizen 

on the ability of the governments to select, monitor and replace leaders with the 

capacity to manage resources effectively for the benefits of all citizens. Rotberg 

(2005) describes public governance quality as the citizens’ satisfaction with the 

management, supply and delivery of political goods to the citizens of a country. This 

study defines pubic governance quality as the meeting or exceeding citizens’ 

expectations   of the process to select, monitor and replace leaders who are able to 

control and manage resources of the nation efficiently and effectively and place 

sound policies that help manage national resources. 
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2.3 Theoretical Framework 

This section provides theories that explain factors affecting tax compliance. These 

theories will guide this study because they offer a complete explanation as why and 

how individuals and organisations evade tax. 

2.3.1Comparative Treatment Theory 

Tax compliance is influenced by perception of equality in the exchange relationship 

between the government and the tax payers (Bello and Danjuma, 2014; McKerchar 

and Evans, 2009). Sour (2004) argues that individuals will pay tax if they perceive 

that tax management and administration is fair. Perceived fairness of tax system on 

compliance decision is influenced by treatment of individual taxpayer, perception of 

tax burdens of other individuals and compliance behaviours of other individuals 

(Sour, 2004). Tax compliance will increase when individuals’ perceptions of tax 

burdens are observed to be “…of about the same magnitude as that of comparable 

others …” (Feld and Frey, 2007). In the same line of argument, voluntary tax 

compliance decreases when individuals perceive that they have greater tax burdens 

than other people in the same group of comparable magnitude of business.  

In addition, several circumstances arise when individuals are assessed differently in 

such a way that businesses of similar magnitude have different tax burdens, which 

makes individual tax payers to have a perception of unfair tax assessment (Torgler 

and Schneider, 2005). As a result, some individuals will be hiding information to the 

tax assessors so that they pay little amount of tax. The perceived fairness of tax 

management and administration increases if taxpayers perceive that other people pay 

their taxes (Sour, 2004). Conversely, when there are too many evasions of taxes in 

the community, the act slowly becomes a habit or norm and eventually decreases 

motivation to comply with tax regulations and laws (Torgler and Schneider, 2005). 

Fairness of tax administration and management has received much attention by 

researchers and policy makers and managers in the business environment. OECD 

(2010) argues that there are three kinds of fairness in the taxation system, namely 

distributive fairness, procedural fairness and redistributive fairness.  Wash (2012) has 



10 

stressed that procedural fairness is about individual perception that tax agencies 

follow strictly the rules and procedures and are reasonable in dealing with tax payers.  

Again, Wash (ibid) has contended that retributive fairness is all about the perception 

of individual taxpayers that tax agencies are able to apply punishments consistently 

and equally to all taxpayers when rules and procedures are violated. Furthermore, 

Wash argues that distributive fairness is about taxpayer perceptions that the money 

collected through tax system is spent wisely by those in force such as government 

officials and the central administration.  

Comparative treatment theory is very important as it helps to bring equity and 

fairness in taxation. It also brings perceived fairness to taxpayer, which is very 

important in reducing complaints. It also brings mutual trust and compliance between 

tax bodies and tax payers, which leads to voluntary compliance (Braithwaite, 2008). 

2.3.2 Political Legitimacy Theory 

Political legitimacy theory emphasizes that, when individuals perceive that the 

authorities, institutions and any other social arrangements are appropriate, just and 

work for the familiar activities, then these individuals will have highest level of trust 

and this will influence their voluntary tax compliance(Fjeldstad et al., 2012).  Ali et 

al (2013) define political legitimacy as “the belief or trust in the authorities, 

institutions, and social arrangements to be appropriate, just and work for the common 

good.” Literature supports the assertion that voluntary tax compliance is evident 

when more citizens perceive and trust that their government works for common good 

(OECD, 2010). Examples of these studies are those of Picur and Riahi – Belkaoui 

(2006), Richardson (2008), Tyler (2009), Torgler and Schneider (2005), McKerchar 

and Evan (2009) and Palil (2010).  

Picur and Riahi – Belkaoui (2006) found that voluntary tax compliance is highest in 

countries where there are low level of bureaucracy and high control of corruption 

after undertaking a study involving 30 developed and developing countries. 

Richardson (2008) argues that in order to increase taxpayers’ trust, governments 

need to increase their reputation and credibility by ensuring that the governments put 

much efforts on issues of national pride and provide services without looking at the 
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political affiliations of the citizens. Tyler (2009) argues that, when citizens feel proud 

of their countries, they will be much more cooperative and this will have a positive 

impact on tax morale. Palil (2010) argues that, when citizens trust the ruling party, 

then there will be more chances that these individuals will comply with tax rules and 

regulations because of the inbuilt trust and belief these individuals have on their 

government that is ruled by their favourite political party.  

Legitimacy political theory is very important and relevant in guiding this study as it 

helps understand the mechanism through which individuals or tax payers comply 

with tax rules and regulations, by putting forward the trust that must be built between 

those in authorities and those not in authorities. Therefore, the best thing between 

these two parties is to trust each other. When there is the highest level of trust to the 

government by the taxpayers, voluntary tax compliance will also increase. 

 

2.3.3 Service Quality Model 

Parasuraman, et al. (1988) developed service quality (SERVQUAL) model for the 

purpose of evaluating quality of services in service organisations like TRA. 

Originally, the model was developed to measure service quality using ten service 

dimensions. Conversely, the authors in their article published in 1998 reduced the 

number of service dimension to five. These dimensions were tangibles, reliability, 

responsiveness, assurance and empathy.  

Tangible dimension refers to the firms’ capabilities to manage its tangibles such as 

appearance of physical facilities, equipment and personnel, communication 

materials, etc. Reliability refers to the firm’s ability to be consistent and dependable 

on service provision. Responsiveness refers to the firm’s ability to provide service 

accurately and at the right time with appropriate speed of delivery. Assurance refers 

to the firm’s competence, employees’ ability, courtesy, and knowledge when dealing 

with customers. Empathy refers to the firm’s ability to place itself in the shoes of the 

customers and the overall attention of the employees to the customers. 

In order to achieve service, quality organisations like TRA need to make sure that 

equipment, materials, and systems work better for the purpose of retaining and 

attracting citizens’ morale to accomplish their tax obligations. In addition, 
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organisations like TRA need to ensure that they have employees with appropriate 

skills and knowledge that will be able to offer tax services of right quality and of 

appropriate delivery consistently and dependably while asking themselves “what if I 

was a customer?”; that is placing themselves in the shoes of the customers. 

2.4 Empirical Literature Review 

Nunung, Elly, and Diamonalisa (2015) conducted a study on the tax compliance as 

influenced by tax officer service quality and individual knowledge on tax. The 

purpose of the study was to know how the service provided by tax payers and the 

individual knowledge of tax issues determine voluntary tax compliance. The study 

involved 100 participants and data were analysed using multiple regression analysis. 

The findings of the study indicated that quality of taxpayer officers’ services and 

knowledge of tax payer influence voluntary tax compliance. This study did not 

determine tax payer compliance as a function of public governance quality, fairness 

of tax laws and regulations, and taxpayer trust. Therefore, the current researcher 

wishes to fill such information gap.  

Machogu and Amayi (2013) did a study on the effect of taxpayer education and how 

it helps taxpayers comply with tax voluntarily, using SMEs in Mwanza city in 

Tanzania. The purpose of the study was to establish levels of taxpayer education 

among SMEs, level of voluntary tax compliance among the SMEs and the effect of 

tax education on the level of voluntary tax compliance among entrepreneurs 

available in Mwanza city. The methodology adopted was descriptive research design 

where questionnaires were distributed to capture a cross section of the population. 72 

SMEs owners in Mwanza city participated in the study.  

Data were analysed through descriptive statistics. The results indicated that about 

85% of entrepreneurs in Mwanza city had gained basic tax education and about 78% 

of the entrepreneurs in the city replied that tax education had helped them to be 

aware of the rights and obligations of the taxpayers and all the procedures required to 

pay taxes. This study did not study voluntary tax compliance as a function of fairness 

of tax laws and regulations, public governance quality, taxpayer trust and service 

quality. Therefore, the present study fills such information gap. 
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Hidayati et al (2014) conducted a study on service quality, regional tax regulations, 

taxpayer satisfaction level, behaviour and compliance. The purpose of the study was 

to develop a model that would determine compliance of taxpayers given service 

quality, regional tax regulations, taxpayers’ satisfaction level and taxpayer 

behaviour. The study employed confirmatory factor analysis; data were collected 

using survey research strategy where 157 taxpayers participated in the study.  

The findings indicated that measurement model using confirmatory factor analysis is 

the best model as a result of goodness of fit condition for taxpayer’s obedience and 

the indicators on tax service quality. The findings also indicated that regional tax 

regulations, taxpayer satisfaction level, taxpayer behaviour and tax compliance were 

valid in convergence and discriminant was also reliable. Furthermore, the findings 

indicated that responsiveness was the strongest indicator of service quality while 

explication of the regulations was the strongest indicator for regional tax regulations. 

In addition, the strongest indicator for taxpayer satisfaction level, behaviour and 

taxpayer’s obedience were hope, sanctions and tax reporting respectively. 

This study managed to determine voluntary tax compliance using service quality; 

however, the study did not consider public governance quality, fairness of tax laws 

and regulations, and taxpayer trust. Therefore, the present study fills such 

information gap. 

Lubua (2014) conducted a study on how to use ICTs to influence tax compliance of 

SMEs in Tanzania. The main purpose of the study was to address the challenges 

associated with SMEs’ low compliance in paying their required taxes. The study 

employed mixed research design where survey strategy was used to collect data from 

100 SMEs and 10 employees of TRA via a questionnaire. Data were analysed using 

chi –square procedure.  

The findings indicated that voluntary tax compliance of SMEs depends on awareness 

of tax laws, business experience, employees’ integrity, frequency of visits by TRA 

officers and training needs. This study did not manage to determine voluntary tax 

compliance as a function of service quality, taxpayer trust, fairness of tax laws and 
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regulation and public governance quality. Therefore, the present study wishes to fill 

such deficiency in the literature. 

Akhand and Hubbard (2016) carried out a study on tax compliance as a function of 

two strategies coercion, and persuasion using large tax payers as evidence in 

Bangladesh. The purpose of the study was to determine the contribution of coercive 

and persuasive tax compliance instruments. The fundamental questions guiding the 

study was “What should be the nature of interaction between the tax administrations 

and large corporate tax payers, ‘cops versus robbers’, ‘service providers versus 

clients’? The researcher used logistic regression to analyse the data.  

The findings indicated that neither coercion nor persuasion, when applied separately, 

improves tax compliance. Tax compliance was improved when these two strategies 

were combined together. This study, again, did not manage to determine voluntary 

tax compliance as function of service quality, taxpayer trust, fairness of tax laws and 

regulations and public governance quality.  

Mustapha (2015) did a study on the evaluation of e – tax quality implementation 

criteria using self employed taxpayers in Nigeria. The purpose of the study was to 

assess and improve the level of voluntary tax compliance among taxpayers in 

Nigeria. The study employed quantitative analysis through factor analysis to 

determine the number of factors for e –tax quality implementation. The study 

involved 181 participants through convenience sampling.  

The findings indicated that Compatibility, Tangible, Complexity, Reliability, and 

Ease of use and Affordability were the components that determine e-tax quality 

implementation in Nigeria. This study managed to determine voluntary tax 

compliance using service quality; however, the study did not consider public 

governance quality, Fairness of tax laws and regulation, and taxpayer trust.  

Ali, Fjeldstad, and Sjursen (2013) conducted a study to determine factors affecting 

tax compliant attitude in Africa. The evidence was collected from four countries 

namely Kenya, Tanzania, Uganda and South Africa. The purpose was to compare 

and evaluate differences in perception of citizens’ attitude towards voluntary tax 
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compliance attitude in the four countries in Africa. The study made use of survey 

data from afro barometer surveys. Through binary logit regression analysis, the study 

found that there were some similarities and differences among the factors affecting 

voluntary tax compliance behaviour in the four countries in Africa.  

The study also managed to show that an increase in the perception and attitude about 

difficulties in evading tax increases compliant behaviour in Kenya and South Africa. 

The study also managed to show that individual perception of the satisfaction of the 

services provided by their governments increased the likelihood of individuals to pay 

tax voluntarily in all the four countries. The study also managed to show that 

ethnicity of individuals who are not fairly treated by the government influences 

voluntary tax compliance behaviour in Tanzania and South Africa.  

Moreover, tax knowledge was found to correlate positively with compliant attitude in 

Tanzania and South Africa. This study managed to determine voluntary tax 

compliance using service quality; however, the study did not consider public 

governance quality, Fairness of tax laws and regulations, and taxpayer trust.  

Marandu, Mbekomize and Ifezue (2014) conducted a study on the determinants of 

voluntary tax compliance by reviewing factors and conceptualisations found in the 

previous studies. The study used 18 empirical studies published between 1985 and 

2012. The findings indicated that there were too many factors that account for the tax 

compliance. However, these factors made comparison across studies difficult.  

In addition, several researchers conducted their studies without any guidance from 

the theories, making choices of factors for independent variables not being able to 

predict accurately tax compliance. Furthermore, the findings indicated that 

attitudinal, normative and subjective control variables were the factors that 

determined tax compliance. This study did not manage to determine voluntary tax 

compliance as function of service quality, taxpayer trust, fairness of tax laws and 

regulations and public governance quality. Therefore, the present study filled such 

deficiency in the literature. 
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Alabede, Ariffin and Idris (2011) conducted a study that answered the questions 

“Does taxpayer’s financial condition moderate determinants of tax compliance 

behaviour?” The study made use of basic voluntary tax compliance model to 

understand tax compliance behaviour.  A total of 550 taxpayers participated in the 

study and they were obtained randomly. Multiple regression analysis was employed 

to analyse the data.  The findings indicated that compliance behaviour is a function 

of taxpayers’ perception about the service quality and public governance quality.  

In addition, different ethnic groups in Nigeria were found to comply differently. 

Also, the study managed to show that financial condition of the taxpayer moderate 

the influence of tax structure, moral reasoning and occupation on tax compliance 

behaviour. This study did not manage to determine tax compliance as function of 

service quality, taxpayer trust, fairness of tax laws and regulations and public 

governance quality.  

Mwansele (2014) conducted a study on tax compliance in local government 

authorities in Tanzania, taking Sumbawanga District Council as a case study.  The 

major purpose of the study was to establish the reason behind tax evasion in 

Sumbawanga District Council, examination of how the collected tax is accounted for 

in Sumbawanga and to determine the methodologies used to collect imposed taxes in 

Sumbawanga District Council. 51 employees from Sumbawanga District Council 

participated in the study through convenience sampling. Data were analysed using 

descriptive statistics.  

The findings revealed that inappropriate enforcement, complexity of the by-laws, 

behavioural attitude, unsatisfactory return in form of service delivery, and absence of 

trustworthiness in the local government were the factors affecting local tax 

compliance in Sumbawanga District Council. This study did not manage to 

determine voluntary tax compliance as function of service quality, taxpayer trust, 

fairness of tax laws and regulations and public governance quality.  

From the above empirical evidence, the main issues of concern that determine 

voluntary tax compliance are knowledge of tax payer, quality of services, trust of 

taxpayer, officers’ trustworthiness, public governance quality, and implementation of 
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e –tax systems. However, little has been done to explore the determinants of 

voluntary tax compliance from factors such as service quality, taxpayer trust, fairness 

of tax laws and regulations and public governance quality. Therefore, the present 

study fills such deficiency in the literature. 

2.5 Conceptual Framework of the Study 

This study conceptualizes that voluntary tax compliance is a function of service 

quality, taxpayer trust, fairness of tax laws and regulations, and public governance 

quality. Therefore, the dependent variable is tax compliance, while the independent 

variables are service quality, taxpayer trust, fairness of tax laws and regulations and 

public governance quality. When SMEs get quality services from TRA in terms of 

tangibles, reliability, responsiveness, assurance and empathy, they will be in a 

position to pay their due taxes willingly because there will be no wastage of time in 

long queue and they will be knowledgeable enough to understand their dues.  

In addition, taxpayer trust brings confidence to the taxpayer about the usage of the 

various taxes they pay to the government and this brings belief and positive attitude 

towards paying taxes willingly, hence voluntary tax compliance is ensured. 

Fairness of tax laws and regulations brings equality when paying taxes. When equal 

treatment is subjected to individuals when assessing tax obligations, individuals will 

create a positive perception on TRA by supporting and attending to their calls to pay 

taxes willingly. Furthermore, good public governance quality brings belief and trust 

to citizens that the government is doing and utilizing the money received for 

common interest and this perception increases tax compliance. 
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Figure 2. 1: Conceptual Framework for the Study 
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Source: Developed from the Literature Review 

 

To undertake this study, the following hypotheses were tested 

H1: There is a relationship between quality of service and tax compliance 

H2: There is a relationship between SMEs trust and tax compliance 

H3: There is a relationship between fairness of tax laws and regulation and tax 

compliance 

H4: There is a relationship between good public governance and tax compliance 
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CHAPTER THREE 
 

RESEARCH METHODOLOGY 

3.1 Introduction 

This chapter provides explanation on the types of study, study area, study population, 

units of analysis, variables and their measurements.  The chapter also presents 

explanation on the sample size and sampling techniques, types and sources of data, 

data collection methods, validity and reliability of data and data analysis methods. 

3.2 Research Design 

This study is both descriptive and explanatory. This is because it  aims  at not only 

providing descriptive information on the system of voluntary tax compliance of 

SMEs in Dar es Salaam, Tanzania but it also intends to explain the underlying 

mechanism under which voluntary tax compliance is affected (Bryman, 2004). 

Therefore, this research is based on the philosophical position of positivism since this 

enables the researcher to establish relationships between variables of interest and to 

test theories discussed in the literature review.  

3.3 Study Area 

The study was conducted in the city of Dar es Salaam to study the determinants of 

voluntary tax compliance from taxpayer perspectives. This is due to the fact that Dar 

es Salaam is a commercial city with many SMEs. Therefore, the belief is that it was 

easier for the researcher to collect data from the respondents and again time and 

financial constraints necessitated the researcher to concentrate only on one city Dar 

ers Salaam 

3.3 Study Population 

The population of the study was all business managers/owners of SMEs in Dar es 

Salaam, Tanzania. 

 

3.4 Units of Analysis 

This study analyses the determinants of voluntary tax compliance in Tanzania from 

taxpayer perspectives, using SMEs as a case study. To obtain this information the 

researcher consulted managers/owners or employees employed by SMEs. Thus 
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managers/owners or their employees were asked to provide and explain what they 

know about voluntary tax compliance and how is voluntary tax compliance in 

Tanzania ensured, or more formally, what should be done to ensure there is tax 

compliance. 

3.5 Variables and their Measurements 

This study has five variables, namely voluntary tax compliance as dependent 

variables and service quality, taxpayer trust, fairness of tax laws and regulations, and 

public governance quality as independent variables. To measure these variables, the 

researcher used perception measures in the form of ordinal scales.  However, 

perception measures were those found to be valid and reliable from other studies.  

Therefore, to measure tax compliance, the researcher used ordinal statements in the 

form of likert scale with 1 = strongly disagree to 5 = strongly agree. These statements 

are constructed from the present income tax. To measure taxpayer trust, question 

items from Bornman (2015) were modified to suit this study. Again to measure 

fairness of tax laws and regulations, question items from Azmi and Perumal (2008) 

were modified as well to suit this study. Measurement of public governance quality 

was adopted from Alabede, Ariffin and Idris (2011). These measures adopted or 

modified from other studies were used because they have high validity and reliability 

and have been tested in previous studies. All measures were in a form of likert scale 

from 1 = strongly disagree to 5 = strongly agree. 

3.6 Sample Size and Sampling Techniques 

This study used non probability sampling technique where convenience/judgemental 

sampling were used to select respondents who were willing to participate in the 

study. This is due to the fact that it was very difficult to establish sampling 

framework (Saunders et al., 2007). The researcher selected 100 managers/owners or 

their employees to study the determinants of voluntary tax compliance from taxpayer 

perspectives. This sample is appropriate because the population of SMEs in Dar es 

Salam is more than 3000. In addition, factor analysis requires a minimum of 100 data 

to provide robust results. Also, the sample was large enough to provide the true 

picture of the circumstances while adhering to time and financial constraints.  
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Moreover, the choice of sample size was guided by a study by Kaplan (2011), who 

reported on the number of people a researcher should consider when surveying. The 

Table 3.1 presents the population size and the suggested sample size within 3%, 5%, 

and 10% error. Therefore, because of time and scarce resources, the study selected 

100 respondents from SMEs operating in Dar es Salaam at 10% margin of error. 

Table 3. 1: Number of Respondents to be Considered in a Survey 

 Population +3 % +5 % +10 % 

 500 345 220 80 

 1000 525 285 90 

 3000 810 350 100 

 5000 910 370 100 

 10,000 1000 385 100 

 100,000 1,100 400 100 

 1,000,000 1,100 400 100 

 10,000,000 1,110 400 100 

Note; Respondents Needed at Error of +3 %, +5 %,   + 10% 

Source: Kalpana (2011) 

 

3.7 Types and Sources of Data 

To obtain the required information, the researcher employed both primary and secondary 

data.  Primary data entail those data that are collected afresh and for the first time and 

thus happen to be original in character (Saunders, et al., 2007). The primary data in 

this study  were data from managers/owners or their employees about voluntary 

tax compliance and their determinants such as fairness of tax laws and regulations, 

public governance quality, trust and service quality they receive from TRA. 

Furthermore, the study made use of secondary data records, files, reports, documents, 

and published data such as various reports, magazines, newspapers, different survey 

research papers, and presentations. 

3.8 Data Collection Methods 

The use of survey methods was employed to collect data. In this case, questionnaire 

was the right instrument that was used to collect data from respondents because of 

the nature of the study, which analyses the determinants of voluntary tax compliance 
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in Tanzania from SMEs perspectives. In addition, limited fund and time justify the 

use of questionnaire as it is cheaper in collecting information than any other method 

of data collection. Questionnaire was both semi-structured and structured. This 

allowed the researcher to get information and views from respondents not captured 

during design of a questionnaire. The questionnaires were administered to all 

respondents selected in the convenience random sampling. 

 

3.9 Validity and Reliability of Data 

To ensure validity, this study used logical face or content validity, where the 

researcher consulted professionals and practitioners in the areas of tax management 

and administration so as to have a questionnaire that captured the intended data. In 

addition, to ensure reliability of data, the researcher used cronbanch alpha to measure 

internal consistency of scale at levels between 0.7 – 1 (Cronbach, 1951). 

 

To ensure validity of data, this study consulted professionals in business 

management and tax management especially during the stage of questionnaire 

development. In addition, literature review helped in the construction of 

questionnaire.  

To ensure reliability of data, this study employed Cronbanch alpha to determine the 

internal consistency of scale. Thus, as suggested by Cronbanch (1951), the values 

from 0.7 to 1 indicate that the data are reliable. Therefore, cronbanch alpha through 

SPSS was tested and the results are tabulated in the Table 3.2. The findings in Table 

3.2 indicate that the data are highly reliable as they have cronbanch alpha values of 

more than 0.7, thus indicating satisfactory internal consistency of data. 
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Table 3. 2: Reliability Statistics for Internal Consistency of Data (N=100) 

Construct Number of Items Cronbanch Alpha 

Service Quality 5 0.832 

Taxpayer Trust 7 0.733 

Fairness of Tax laws and 

Regulation 
9 0.830 

Public Governance Quality 12 0.709 

Voluntary Tax Compliance 6 0.882 

Source: Field Data (2017) 

  

3.10 Data Analysis Methods 

The data from the questionnaire were coded and then a statistical program known as 

Statistical Package for Statistical Sciences (SPSS) version 20 was used to process the 

data. In this case, the SPSS was used to generate frequency tables, means and 

standard deviations of the data. In addition, the SPSS was also used to conduct factor 

analysis and later regression analysis was conducted to confirm the relationship 

suggested by factor analysis. 
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CHAPTER FOUR 
 

DATA ANALYSIS AND DISCUSSION OF THE FINDINGS 
 

4.1 Introduction 

This chapter presents the results derived from the primary information obtained from 

the field. The data from questionnaires are presented in tables. The presentations of 

the data begin with the presentation of the characteristics of the respondents, and 

then the chapter shows data quality management and findings as per study objectives, 

factor analysis, regression analysis, and finally discussion of the results is presented. 

4.2 Response Rate 

A total of 150 questionnaires were administered in this study. Of the 150 

questionnaires prepared and distributed, 100 (66.7%) questionnaires were returned 

by respondents while 47 (33.3%) questionnaires were not returned.  Therefore, 100 

(66.6%) questionnaires returned were scrutinised and checked if there was any 

missing information. All 100 returned questionnaires were found to be useful for 

further statistical analysis. This made a response rate of 66.6% which is satisfactory 

enough to carry out further statistical analysis on the data. 

4.3 Characteristics of the Respondents 

The sex of the respondents was examined and the findings revealed that male 

respondents were 61% and females were 39% as shown in Table 4.1. The results 

imply that more of the males were involved in the study than females, and this may 

have been due to the fact that men have more confidence than female when it comes 

to explaining issues of their concern to other parties. 

Respondents again were categorised into different age groups. The findings in Table 

4.1 show that 4% of the respondents aged between 20 -25 years, while 39% of the 

respondents were in the 26 -31-year category. In addition, 26% of the respondents 

were in the 32 -37 age category, 19% of the respondents were in the 38 -43-year 

category, while 10% of the respondents were in the 44 – 49-year category. These 

findings imply that respondents were in the productive age and therefore take part in 
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the economic activities for their families and hence issues of voluntary tax 

compliance is of great importance.  

With regards to educational level of the respondents, the findings in Table 4.1 reveals 

that 5% of the respondents had the level of primary education, 24% of the 

respondents had the level of secondary education at ordinary level, while 12% of the 

respondents mentioned that their highest level of education was advanced level of 

secondary education. Furthermore, the findings indicate that 3% of the respondents 

had certificates and diploma in various disciplines as their highest level of education, 

42% of the respondents had bachelor degree and 14% of the respondents had 

postgraduate degrees as their highest level of education. This implies that 

respondents were educated enough to understand the content and issues addressed in 

the questionnaire. 

With regards to the income of the respondents, the findings in Table 4.1 indicate that 

7% of the respondents had a monthly income of below Tshs 100,000. Also, the 

findings show that 18% of the respondents had a monthly income between Tshs 

100,000 and Tshs 300,000. Again, the findings indicate that 18% of the respondents 

had a monthly income between Tshs 300,000 and Tshs 500,000. In addition, the 

findings show that 31% of the respondents had a monthly income between Tshs 

500,000 and Tshs 1,000,000, while 26% of the respondents had a monthly income of 

above Tshs 1,000,000. These findings imply that respondents had an economic 

activity to participate, and therefore, they get income and compliance of tax is of 

interest to them. 
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Table 4. 1: Demographic Characteristics of the Respondents (N = 100) 

Items  Category Frequency Percentages 

Sex 
Male 61 61.0 
Female 39 39.0 

Age 

  

  

  

20 - 25 years 4 4.0 

26 - 31 years 39 39.0 

32 -37 years 26 26.0 

38 - 43 years 19 19.0 

44 - 49 years 10 10.0 

 
50 - 55 years 2 2.0 

Level of 

Education 

  

  

  

  

Primary school 5 5.0 

O-level secondary 24 24.0 

A - level Secondary 12 12.0 

Certificate and Diploma 3 3.0 

Bachelor degree 42 42.0 

Postgraduate degree 14 14.0 

Income   

Below 100,000 7 7.0 

100,000 - 300,000 18 18.0 

300,000 - 500,000 18 18.0 

500,000 - 1,000,000 31 31.0 

Above 1,000,000 26 26.0 
Source: Field Data (2017) 

With regards to the experience of the respondents, the findings in Table 4.2 indicate 

that respondents had enough experience in their business. The minimum number of 

years the respondents stayed with business is one year while the maximum is fifteen 

years. The findings further provide the average experience of the respondents as 4.34 

years. These findings imply that respondents had enough experience to understand 

the voluntary tax compliance issues and that voluntary tax compliance is affected by 

public governance quality, service quality, taxpayer trust, and fairness of tax laws 

and regulations. 

Table 4. 2: Descriptive Statistics for Respondents’ Experience 

 N Minimum Maximum Mean Std. 

Deviation 

Experience in the 

business in years 
100 1 15 4.34 3.430 

Valid N (listwise) 100     

Source: Field Data (2017) 
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4.4 Presentation of the Study Findings Based on Specific Objectives 

4.4.1 Examination of TRA Service Quality Factors Affecting Tax Compliance 

In order to examine service quality factors affecting voluntary tax compliance of 

SMEs, several statements were given to respondents. Respondents were then asked 

to give out their views/opinions using a five point likert scale from 1 = strongly 

disagree 2 = disagree, 3 = neutral, 4 = agree and 5 = strongly agree.  

 

The findings in Table 4.3 indicate the TRA service quality factors affecting tax 

compliance. With regard to appearance of the physical facilities, equipment, 

personnel and communication materials, 56% of the respondents disagreed with the 

statement that the appearance of the TRA physical facilities, equipment, personnel 

and communication materials is good, 3% of the personnel were neutral on the 

statement while 41% of the respondents agreed that the appearance of the TRA 

physical facilities, equipment, personnel and communication materials is good. 

These results imply that most respondents do not agree that facilities, equipment, 

personnel and communication materials are good. Hence, this affects Tax 

compliance. 

 

Table 4. 3: TRA Service Quality Factors (N =100) 

  SD D N A SA 

The appearance of the TRA physical facilities, 

equipment,      personnel, and communication 

materials is good 
  56% 3% 21% 20% 

TRA has highest ability to perform the promised 

service      dependably and accurately. 
3% 59% 17% 16% 5% 

TRA has highest willingness to help taxpayer 

and provide prompt service.   6% 14% 75% 5% 

TRA employees have the required knowledge 

and courtesy and ability to convey trust and 

confidence. 3% 61% 11% 19% 6% 

TRA employees have the required caring, 

individual attention to taxpayers 3% 56% 13% 20% 8% 

Source: Field Data (2017) 

 

With regards to the ability of the TRA to perform the promised service dependably 

and accurately, 62% of the respondents disagreed with the statement, while 17% of 
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the respondents were neutral. In addition, 21% of the respondents agreed that TRA 

has the highest ability to perform the promised service dependably and accurately. 

The findings imply that TRA is not doing enough to perform the promised service 

dependably and accurately 

 

Also, findings in Table 4.3 indicate that 6% of the respondents disagreed with the 

statement that TRA has highest willingness to help taxpayer and provide prompt 

service. 14% of the respondents were neutral on the statement. 80% of the 

respondents agreed with the statement that TRA has highest willingness to help 

taxpayer and provide prompt service. The findings imply that the majority of the 

respondents agree that TRA officials and systems are willing to offer help and 

prompt services to customers. This behaviour is very important in helping tax 

compliance, as taxpayers are facilitated in their endeavour to pay their tax 

obligations. 

 

With regards to TRA employees, the findings in Table 4.3 indicate that 64% of the 

respondents disagreed with the statement that TRA employees have the required 

knowledge and courtesy and ability to convey trust and confidence. 11% of the 

respondents were neutral on the statement while 25% of the respondents agreed with 

the statement that TRA employees have the required knowledge and courtesy and 

ability to convey trust and confidence. The findings imply that taxpayers are not 

happy with TRA employees especially on their knowledge, courtesy, trust and 

confidence. If TRA employees do not possess these characteristics, then voluntary 

tax compliance is in jeopardy.  

 

Furthermore, the findings in Table 4.3 reveal that 59% of the respondents disagreed 

with the statement that TRA employees have the required caring and individual 

attention to taxpayers, while 13% of the respondents were neutral on the statement. 

In addition, 28% of the respondents agreed that TRA employees have the required 

caring and individual attention to taxpayers. Therefore majority of the respondents 

disagreed with the assertion that TRA employees have the required caring and 

individual attention to taxpayers. This implies that taxpayers are not given 
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appropriate care and attention when fulfilling their tax obligations. As a result, 

voluntary tax compliance becomes a problem. 

Generally, the study has found that appearance of TRA physical facilities and 

systems, ability to perform as promised, possession of knowledge, courtesy, trust and 

confidence by employees and behaviour of caring and paying attention to taxpayers 

are lacking. All these issues affect voluntary tax compliance by taxpayers 

 

4.4.2 Examination of Taxpayer Trust Factors Affecting Tax Compliance 

In order to examine taxpayer trust factors affecting voluntary tax compliance of 

SMEs, several statements were given to the respondents. Respondents were then 

asked to give out their views/opinions using a five point likert scale from 1 = 

strongly disagree 2 = disagree, 3 = neutral, 4 = agree and 5 = strongly agree.  

 

The findings in Table 4.4 indicate that 3% of the respondents disagreed with the 

statement that TRA treats taxpayers in a respectful manner, while 14% of the 

respondents were neutral on the statement. In addition, 83% of the respondents 

agreed with the statement that TRA treats taxpayers in a respectful manner. These 

findings imply that TRA treats taxpayer in respectful manner and, therefore, 

voluntary tax compliance was expected to increase. 

 

Furthermore, the findings in Table 4.4 reveal that 9% of the respondents disagreed 

with the statement that TRA official are trustworthy in the country, while 13% of the 

respondents were neutral. Again the findings indicate that 78% of the respondents 

agreed with the statement that TRA officials are trustworthy in their country. This 

means that the majority of the respondents agreed with the statement that TRA 

officials are trustworthy and therefore this increases voluntary tax compliance 

because taxpayer believes that their taxes will reach the destination intended. 
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Table 4. 4: Taxpayer Trust Factors Affecting Voluntary tax compliance(N =100) 

  SD D N A SA 

TRA treats taxpayers in a respectful manner. 3%   14% 77% 6% 

TRA officials are trustworthy in my country 3% 6% 13% 78%   

I trust that governmental institutions of my 

country act upon our interests 3% 61% 14% 16% 6% 

In my country interests of a few are considered 

stronger than the interests of the community   13% 12% 69% 6% 

I trust that TRA officials  are transparent in 

whatever they do 3% 11% 13% 70% 3% 

I trust TRA officials declare the revenue 

collected in a periodic basis 3%   14% 69% 14% 

I trust TRA officials declare the use of fund 

honestly 6% 2% 14% 72% 6% 

Source: Field Data (2017) 

 

In addition, the findings in Table 4.4 reveal that 64% of the respondents disagreed 

with the statement that they trust that governmental institutions of their country act 

upon their interests, while 14% of the respondents were neutral. Again, the findings 

indicate that 22% of the respondents agreed with the statement that they trust that 

governmental institutions of their country act upon their interests. This means that 

majority of the respondents disagreed with the statement that they trust that 

governmental institutions of their country act upon their interests and therefore this 

decreases voluntary tax compliance because taxpayer believes that governmental 

institutions do not act for the interests of the citizens. 

 

Furthermore, the findings in Table 4.4 reveal that 13% of the respondents disagreed 

with the statement that in their country the interests of a few are considered more 

than the interests of the community, while 12% of the respondents were neutral. 

Again the findings indicate that 75% of the respondents agreed with the statement 

that in their country interests of a few are considered more than the interests of the 

community. This means that the majority of the respondents agreed with the 

statement that in their country the interests of a few are considered more than the 

interests of the community. Therefore, this decreases voluntary tax compliance 
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because taxpayer believes that their taxes benefit the few instead of the entire 

community. 

 

In addition, the findings in Table 4.4 reveal that 14% of the respondents disagreed 

with the statement that they trust that TRA officials are transparent in whatever they 

do, while 13% of the respondents were neutral. Again, the findings indicate that 73% 

of the respondents agreed with the statement that they trust that TRA officials are 

transparent in whatever they do. This means that majority of the respondents agreed 

with the statement that they trust that TRA officials are transparent in whatever they 

do and therefore this increases voluntary tax compliance because taxpayer believes 

that TRA officials are transparent 

 

Furthermore, the findings in Table 4.4 reveal that 3% of the respondents disagreed 

with the statement that they trust that TRA officials declare the revenues collected in 

a periodic basis, while 13% of the respondents were neutral. Again, the findings 

indicate that 83% of the respondents agreed with the statement that they trust that 

TRA officials declare the revenues collected in a periodic basis. This means that the 

majority of the respondents agreed with the statement that TRA officials declare 

revenues collected in periodic basis and therefore this increases voluntary tax 

compliance because taxpayer believes that their taxes will reach the destination 

intended as collected. 

 

Again, the findings in Table 4.4 reveal that 8% of the respondents disagreed with the 

statement that they trust that TRA officials declare the use of fund honestly, while 

14% of the respondents were neutral. Again, the findings indicate that 78% of the 

respondents agreed with the statement that they trust TRA officials declare the use of 

fund honestly. This means that the majority of the respondents agreed with the 

statement that they trust that TRA officials declare the use of fund honestly and 

therefore this increases voluntary tax compliance because taxpayer believes that their 

taxes are used for government activities for the interests of the community.  
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The conclusion from these findings is that the respondents have agreed that 

governmental institutions of Tanzania do not act to the interests of the taxpayers and 

that the interests of the few are considered more than the interests of the community.  

 

4.4.3 Examination of Public Governance Quality Factors Affecting Tax 

Compliance 

In order to examine public governance quality factors affecting voluntary tax 

compliance of SMEs, several statements were given to the respondents. Respondents 

were then asked to give out their views/opinions using a five point likert scale from 1 

= strongly disagree 2 = disagree, 3 = neutral, 4 = agree and 5 = strongly agree.  

 

Table 4. 5: Public Governance Quality Factors Affecting Voluntary tax 

compliance(N = 100) 

  SD D N A SA 

I trust the National Assembly in making good laws 

for Tanzania 
  8% 14% 75% 3% 

In Tanzania, there is free and fair election 6% 9% 7% 75% 3% 

As a citizen I can access the annual financial 

report of the Government   14% 63% 17% 6% 

The quality of infrastructure in Tanzania is not 

satisfactory   10% 70% 12% 8% 

The way government handle health service is 

satisfactory 3% 62% 16% 19%   

The way government handle education system is 

satisfactory 3% 66% 17% 11% 3% 

Tanzanian politicians have trusted financial 

transactions 3% 67% 18% 12%   

No diversion of public fund due to corruption in 

Tanzania 6% 19% 73% 2%   

Political stability in Tanzania is declining 59% 11% 12% 15% 3% 

In Tanzania there is no interference of judiciary 

system with other arms of the government 9% 70% 7% 14%   

Tanzania administer justice fairly 3% 70% 18% 9%   

Tanzanian police forces are helpful in fighting 

crimes   5% 75% 20%   

Source: Field Data (2017) 

 



33 

The findings in Table 4.5 reveals that 8% of the respondents disagreed with the 

statement that they trust the National assembly in making good laws for Tanzania, 

while 14% of the respondents were neutral. Again, the findings indicate that 78% of 

the respondents agreed with the statement that they trust the National Assembly in 

making good laws for Tanzania. This means that majority of the respondents agreed 

with the statement that they trust the National Assembly in making good laws for 

Tanzania and therefore this increases voluntary tax compliance because taxpayer 

believes that the National assembly is enacting laws to the interests of the entire 

country.  

 

The findings in Table 4.5 reveal that 15% of the respondents disagreed with the 

statement that in Tanzania there is free and fair elections, while 7% of the 

respondents were neutral. Again, the findings indicate that 78% of the respondents 

agreed with the statement that in Tanzania there is free and fair elections. This means 

that majority of the respondents agreed with the statement that in Tanzania there is 

free and fair elections and therefore this increases voluntary tax compliance because 

taxpayer believes that free and fair elections help to put leaders into administration 

who are supported by the entire community.  

 

The findings in Table 4.5 reveal that 14% of the respondents disagreed with the 

statement that as a citizen they can access the annual financial report of the 

Government, while 63% of the respondents were neutral. Again, the findings indicate 

that 23% of the respondents agreed with the statement that as a citizen they can 

access the annual financial report of the Government. This means that majority of the 

respondents were neutral with the statement that as citizens they can access the 

annual financial report of the Government and therefore this decreases voluntary tax 

compliance because taxpayers do not understand how taxes are used because the 

financial report produces uses of fund and the position of country in terms of the 

resources it has. 

 

The findings in Table 4.5 reveal that 10% of the respondents disagreed with the 

statement that the quality of infrastructure in Tanzania is not satisfactory while 70% 
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of the respondents were neutral. Again, the findings indicate that 20% of the 

respondents agreed with the statement that the quality of infrastructure in Tanzania is 

not satisfactory. This means that majority of the respondents were neutral with the 

statement that the quality of infrastructure in Tanzania is not satisfactory and 

therefore this decreases voluntary tax compliance because taxpayers do not 

understand or appreciate what the government is doing in terms of infrastructure 

such as roads, electricity, water and many more. 

 

The findings in Table 4.5 reveal that 65% of the respondents disagreed with the 

statement that the way government handle health service is satisfactory while 14% of 

the respondents were neutral. Again, the findings indicate that 19% of the 

respondents agreed with the statement that the way government handle health service 

is satisfactory. This means that majority of the respondents disagreed with the 

statement that the way government handle health service is satisfactory and therefore 

this decreases voluntary tax compliance because taxpayers do not see the importance 

of fulfilling their tax obligations as they don’t have access to quality health services. 

 

The findings in Table 4.5 reveal that 69% of the respondents disagreed with the 

statement that the way government handle education system is satisfactory, while 

17% of the respondents were neutral. Again, the findings indicate that 14% of the 

respondents agreed with the statement that the way government handle education 

system is satisfactory. This means that majority of the respondents disagreed with the 

statement that the way government handle education system is satisfactory and 

therefore this decreases voluntary tax compliance because taxpayers do not have 

access to the quality education and therefore they will not comply with their tax 

obligations so as to get money to finance their educational needs.  

 

The findings in Table 4.5 reveal that 70% of the respondents disagreed with the 

statement that Tanzanian politicians have trusted financial transactions, while 18% of 

the respondents were neutral. Again, the findings indicate that 12% of the 

respondents agreed with the statement that Tanzanian politicians have trusted 

financial transactions. This means that majority of the respondents disagreed with the 
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statement that Tanzanian politicians have trusted financial transactions and therefore 

this decreases voluntary tax compliance because taxpayers believe that the burden to 

pay tax is left to normal citizens while the politicians do not pay taxes.  

 

The findings in Table 4.5 reveal that 25% of the respondents disagreed with the 

statement that there is no diversion of public fund due to corruption in Tanzania, 

while 73% of the respondents were neutral. Again, the findings indicate that 2% of 

the respondents agreed with the statement that there is no diversion of public fund 

due to corruption in Tanzania. This means that majority of the respondents were 

neutral with the statement that there is no diversion of public fund due to corruption 

in Tanzania. This means that the respondents were not willing to take side because 

either they know but they did not want to disclose due to lack of evidence or they do 

not know at all.  

 

The findings in Table 4.5 reveal that 70% of the respondents disagreed with the 

statement that political stability in Tanzania is declining, while 12% of the 

respondents were neutral. Again, the findings indicate that 18% of the respondents 

agreed with the statement that political stability in Tanzania is declining. This means 

that the majority of the respondents disagreed with the statement that political 

stability in Tanzania is declining and therefore this increases voluntary tax 

compliance because the taxpayer believes that their country is a safe place to 

continue doing businesses and investments.  

 

The findings in Table 4.5 reveal that 79% of the respondents disagreed with the 

statement that in Tanzania there is no interference of judiciary system with other 

arms of the government, while 7% of the respondents were neutral. Again, the 

findings indicate that 14% of the respondents agreed with the statement that in 

Tanzania there is no interference of judiciary system with other arms of the 

government. This means that majority of the respondents disagreed with the 

statement that in Tanzania there is no interference of judiciary system with other 

arms of the government and therefore this decreases voluntary tax compliance 



36 

because taxpayer believes that there are no equal rights and that their rights can be 

taken by other arms of the government. 

 

The findings in Table 4.5 reveal that 73% of the respondents disagreed with the 

statement that Tanzania administers justice fairly, while 18% of the respondents were 

neutral. Again, the findings indicate that 9% of the respondents agreed with the 

statement that Tanzania administers justice fairly. This means that the majority of the 

respondents disagreed with the statement that Tanzania administers justice fairly and 

therefore this decreases voluntary tax compliance because the taxpayer believes that 

there are no equal rights and that their rights can be taken by other arms of the 

government. 

 

The findings in Table 4.5 reveal that 5% of the respondents disagreed with the 

statement that Tanzanian police forces are helpful in fighting crimes, while 75% of 

the respondents were neutral. Again, the findings indicate that 20% of the 

respondents agreed with the statement that Tanzanian police forces are helpful in 

fighting crimes. This means that majority of the respondents were neutral with the 

statement that Tanzanian police forces are helpful in fighting crimes and therefore 

this decreases voluntary tax compliance because the taxpayer believes there are no 

equal rights and that their rights can be taken by other arms of the government. 

 

Therefore, the public governance quality factors affecting voluntary tax compliance 

are usage of the funds collected for the interests of the whole nation. Therefore, 

respondents agreed that investment in quality infrastructure, education, health and 

judicial system will help many taxpayers comply with their tax obligations. 

 

4.4.4 Examination of Fairness of Tax Laws Factors Affecting Tax Compliance 

In order to examine fairness of tax laws and regulations factors affecting voluntary 

tax compliance of SMEs, several statements were given to respondents. Respondents 

were then asked to give out their views/opinions using a five point likert scale from 1 

= strongly disagree 2 = disagree, 3 = neutral, 4 = agree and 5 = strongly agree.  
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The findings in Table 4.6 reveal that 8% of the respondents disagreed with the 

statement that they believe that tax systems and laws are fair, while 8% of the 

respondents were neutral. Again, the findings indicate that 84% of the respondents 

agreed with the statement that they believe that tax systems and laws are fair. This 

means that majority of the respondents agreed with the statement that they believe 

that tax systems and laws are fair and therefore this increases voluntary tax 

compliance because the taxpayer believes that the tax systems and tax laws are fair 

 

Table 4. 6: Fairness of Tax Laws Factors Affecting Voluntary tax compliance (N 

= 100) 

  SD D N A SA 

I believe tax system and laws are  fair 3% 5% 8% 84% 
 

The manner in which tax system is distributed 

across tax payer is fair 
2% 14% 13% 67% 6% 

The tax burden I get is fair given the 

expenditure in social services are very high 
6% 66% 12% 16% 

 

The tax I pay to the government are reasonably 

high unnecessarily 
3% 72% 3% 20% 2% 

The benefits I get from the government in 

exchange for my tax are reasonably high 
15% 5% 9% 66% 5% 

Current laws and regulation requires me to pay 

more than what I earn 
6% 69% 3% 13% 9% 

It is fair that higher income earners should pay 

more than low income earners  
3% 2% 76% 19% 

In my opinion it is fair if everyone pays the 

right amount of tax 
6% 59% 2% 9% 24% 

A fair tax rate means it should be equal for 

everyone 
9% 8% 5% 67% 11% 

Source: Field Data (2017) 

 

The findings in Table 4.6 reveal that 14% of the respondents disagreed with the 

statement that the manner in which tax system is distributed across tax payer is fair 

while 13% of the respondents were neutral. Again, the findings indicate that 73% of 

the respondents agreed with the statement that the manner in which tax system is 

distributed across tax payers is fair. This means that the majority of the respondents 

agreed with the statement that the manner in which tax system is distributed across 

tax payers is fair and therefore this increases voluntary tax compliance because 
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taxpayer believes that fairness of tax burden across taxpayer is important in 

enhancing tax compliance.  

 

The findings in Table 4.6 reveal that 72% of the respondents disagreed with the 

statement that the tax burden they get is fair given that the expenditure in social 

services are very high, while 12% of the respondents were neutral. Again, the 

findings indicate that 16% of the respondents agreed with the statement that the tax 

burden they get is fair given that the expenditure in social services are very high. 

This means that majority of the respondents disagreed with the statement that the tax 

burden they get is fair given that the expenditure in social services are very high and 

therefore this increases voluntary tax compliance because taxpayer believes there is 

fairness in the tax burden. 

 

The findings in Table 4.6 reveal that 75% of the respondents disagreed with the 

statement that the taxes they pay to the government are high unnecessarily, while 3% 

of the respondents were neutral. Again, the findings indicate that 22% of the 

respondents agreed with the statement that the taxes they pay to the government are 

reasonably high unnecessarily. This means that the majority of the respondents 

disagreed with the statement that the taxes they pay to the government are high 

unnecessarily in the country and therefore this increases voluntary tax compliance 

because the taxpayer believes that there is fairness of tax laws and regulations. 

 

The findings in Table 4.6 reveal that 20% of the respondents disagreed with the 

statement that the benefits they get from the government in exchange for their taxes 

are reasonably high, while 9% of the respondents were neutral. Again, the findings 

indicate that 71% of the respondents agreed with the statement that the benefits they 

get from the government in exchange for their taxes are reasonably high. This means 

that the majority of the respondents agreed with the statement that the benefits they 

get from the government in exchange for their taxes are unreasonably high and 

therefore this increases voluntary tax compliance because the taxpayer believes that 

there is fairness of tax laws and regulations 
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The findings in Table 4.6 reveal that 75% of the respondents disagreed with the 

statement that the current laws and regulations require them to pay more than their 

earnings, while 3% of the respondents were neutral. Again, the findings indicate that 

22% of the respondents agreed with the statement that the current laws and 

regulations require them to pay more than their earnings. This means that majority of 

the respondents agreed with the statement that the current laws and regulations 

require them to pay more than their earnings and therefore this increases voluntary 

tax compliance because the taxpayer believes that there is fairness in tax laws and 

regulations.  

 

The findings in Table 4.6 reveal that 3% of the respondents disagreed with the 

statement that it is fair that higher income earners should pay more than low income 

earners, while 2% of the respondents were neutral. Again, the findings indicate that 

85% of the respondents agreed with the statement that it is fair that higher income 

earners should pay more than low income earners. This means that majority of the 

respondents agreed with the statement that it is fair that higher income earners should 

pay more than low income earners and therefore this increases voluntary tax 

compliance because a taxpayer believes that there is fairness in tax laws and 

regulations as rich people should be taxed more than poor people. 

 

The findings in Table 4.6 reveal that 65% of the respondents disagreed with the 

statement that, in their opinion, it is fair if everyone pays the right amount of tax, 

while 2% of the respondents were neutral. Again, the findings indicate that 33% of 

the respondents agreed with the statement that, in their opinion, it is fair if everyone 

pays the right amount of tax. This means that majority of the respondents disagreed 

with the statement that, in their opinion, it is fair if everyone pays the right amount of 

tax and therefore this increases voluntary tax compliance because taxpayer believes 

that there is fairness of tax  laws and regulations as it is not the principle of taxation 

to pay taxes equally.  

 

The findings in Table 4.6 reveal that 17% of the respondents disagreed with the 

statement that a fair tax rate means it should be equal for everyone, while 5% of the 
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respondents were neutral. Again, the findings indicate that 78% of the respondents 

agreed with the statement that a fair tax rate means it should be equal for everyone. 

This means that majority of the respondents agreed with the statement that a fair tax 

rate means it should be equal for everyone and therefore this increases voluntary tax 

compliance because the taxpayer believes that there is fairness of tax laws and 

regulations as tax rate should apply equally to everyone in that category. 

 

4.4.5 Level of Voluntary tax compliance by SMEs 

In order to assess the level of voluntary tax compliance of SMEs, several statements 

were given to the respondents. Respondents were then asked to give out their 

views/opinions using a five point likert scale from 1 = strongly disagree 2 = disagree, 

3 = neutral, 4 = agree and 5 = strongly agree.  

 

The findings in Table 4.7 reveal that 56% of the respondents disagreed with the 

statement that they pay my tax obligations willingly without force, while 3% of the 

respondents were neutral. Again, the findings indicate that 41% of the respondents 

agreed with the statement that they pay my tax obligations willingly without force. 

This means that majority of the respondents disagreed with the statement that they 

pay my tax obligations willingly without force and therefore this shows that SMEs 

pay their tax obligations by force, which means they don’t comply with tax laws and 

regulations willingly, hence making voluntary tax compliance level very low. 

 

Table 4.7: Level of Voluntary tax compliance by SMEs (N =100) 

  SD D N A SA 

I pay my tax obligation wilfully without force   56 3 18 23 

I do report my correct income to tax authority   61 12 18 9 

I submit tax return on time   58 14 15 13 

I don’t see a logic of disclosing the income I generate 11 68 6 6 9 

Because many people are not disclosing their true 

income, I also do the same 11 71   6 12 

I do keep all the business documents to enable accurate 

determination of tax payable   58 13 20 9 

Source: Field Data (2017) 
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The findings in Table 4.7 reveal that 61% of the respondents disagreed with the 

statement that they do report their correct income to tax authority, while 12% of the 

respondents were neutral. Again, the findings indicate that 27% of the respondents 

agreed with the statement that they do report their correct income to tax authority. 

This means that majority of the respondents disagreed with the statement that they do 

report their correct income to tax authority. The implication of these findings is that 

there is low level of voluntary tax compliance among SMEs.  

 

The findings in Table 4.7 reveal that 58% of the respondents disagreed with the 

statement that they submit tax returns on time, while 14% of the respondents were 

neutral. Again, the findings indicate that 28% of the respondents agreed with the 

statement that they submit tax returns on time. This means that majority of the 

respondents disagreed with the statement that they submit tax returns on time and 

therefore this implies that SMEs are not complying with laws and regulations by 

submitting their tax returns on time. 

 

The findings in Table 4.7 reveal that 79% of the respondents disagreed with the 

statement that they don’t see the logic of disclosing the income they generate, while 

14% of the respondents were neutral. Again, the findings indicate that 15% of the 

respondents agreed with the statement that they don’t see the logic of disclosing the 

income they generate. This means that majority of the respondents disagreed with the 

statement that they don’t see the logic of disclosing the income they generate and 

therefore this implies that SMEs see the logic of disclosing the income they generate. 

Disclosing income SMEs generate is a step towards voluntary tax compliances taxes 

are charged on the basis of the income earned. 

 

The findings in Table 4.7 reveal that 82% of the respondents disagreed with the 

statement that, because many people are not disclosing their true income, they also 

do the same. In addition, the findings indicate that 18% of the respondents agreed 

with the statement that, because many people are not disclosing their true income, 

they also do the same. This means that majority of the respondents disagreed with the 

statement that, because many people are not disclosing their true income, they also 

do the same and therefore this implies that there is high level of tax compliance, not 
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because others are not doing it. The majority see the importance of paying taxes 

without force regardless of whether others pay taxes or do not. 

 

The findings in Table 4.7 reveal that 58% of the respondents disagreed with the 

statement that they do keep all the business documents to enable accurate 

determination of the tax payable, while 13% of the respondents were neutral. In 

addition, the findings indicate that 29% of the respondents agreed with the statement 

that they do keep all the business documents to enable accurate determination of the 

tax payable. This means that majority of the respondents disagreed with the 

statement that they do keep all the business documents to enable accurate 

determination of the tax payable and therefore this implies that the level of voluntary 

tax compliance is very low as SMEs are not keeping records of their business. This 

behaviour leads to reporting to tax authorities’ inaccurate amount as taxes.  

 

Generally, the findings have shown that SMEs do not comply with tax laws and 

regulations as they do not pay their tax obligations without force, report correct 

income and submit tax return on time. 

4.5 Factor Analysis 

4.5.1 Factor Analysis for Service Quality 

In addition, factor analysis on the service quality factors influencing voluntary tax 

compliance to Small and Medium enterprises in Dar es Salaam was conducted. The 

purpose was to generate factor score index that would be used for multiple regression 

analysis from multiple item scale data obtained from questionnaires. Therefore, 

literature on factor analysis suggests that a researcher has to check the adequacy of 

sampling and whether there are associations among items. Thus, the Kaiser-Meyer-

Olkin (KMO) and Bartlett’s Test have to be investigated before factor analysis 

outputs are used for further analysis. Findings in Table 4.8 provide KMO, a measure 

of sampling adequacy, and Bartlett's Test of Sphericity, a test of correlation matrix. 
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Table 4.8: KMO and Bartlett's Test for Service Quality Factors 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.686 

Bartlett's Test of Sphericity 

Approx. Chi-Square 442.807 

Df 10 

Sig. 0.0001 

   Source: Field Data (2017) 

 

Results in Table 4.8 provide a KMO of 0.686, suggesting that it is appropriate to use 

factor analysis and this confirms that factor analysis will produce consistent results. 

In addition, Bartlett’s Test of sphericity confirms that it is appropriate to use factor 

analysis for the data as the null hypothesis that correlation matrix is identity is 

rejected, because the actual p-value which is 0.0001 is less than the hypothesized 

significance level of 0.05. Therefore, the conclusion is that factor analysis can be 

used with no complexity. 

 

In addition, component analysis was conducted and produced output where only one 

component was retained for the purpose of reducing the multiple items measures into 

a single score measure that can be used for regression analysis. The findings in Table 

4.9 provide factor loadings that show the extracted values of each item under one 

variable called service quality factor. The findings indicate that only four items 

contribute significantly to the service quality factor influencing voluntary tax 

compliance to SMEs in Dar es Salaam. Thus, loadings below 0.4 were not taken into 

consideration as suggested by Field (2005).  
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Table 4.9: Component Matrix
a
 for Service Quality Factors 

  Component 

1 

TRA employees have the required caring, individual attention to 

taxpayers 
0.947 

TRA has highest ability to perform the promised service      

dependably and accurately. 
0.908 

The appearance of the TRA physical facilities, equipment,      

personnel, and communication materials is good 
0.878 

TRA employees have the required knowledge and courtesy and 

ability to convey trust and confidence. 
0.866 

TRA has highest willingness to help taxpayer and provide prompt 

service. 
 

Extraction Method: Principal Component Analysis. 

a. 1 components extracted. 

Source: Field Data (2017) 

 

4.5.2 Factor Analysis for Public Governance Quality 

In addition, factor analysis on the public governance quality factors influencing voluntary tax 

compliance to small and medium enterprises in Dar es Salaam was conducted. The purpose 

was to generate factor score index that would be used for multiple regression analysis from 

multiple item scale data obtained from questionnaires. Therefore, literature on factor analysis 

suggests that a researcher has to check the adequacy of sampling and whether there are 

associations among items. Thus, the Kaiser-Meyer-Olkin (KMO) and Bartlett’s Test have to 

be investigated before factor analysis outputs are used for further analysis. Findings in 

Table 4.10 provide KMO, a measure of sampling adequacy, and Bartlett's Test of 

Sphericity, a test of correlation matrix. 

Table 4.10: KMO and Bartlett's Test for Public Governance Quality 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.556 

Bartlett's Test of Sphericity 

Approx. Chi-Square 851.687 

Df 66 

Sig. 0.0001 

Source: Field Data (2017) 
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Results in Table 4.10 provide a KMO of 0.556, suggesting that it is appropriate to 

use factor analysis and this confirms that factor analysis will produce consistent 

results. In addition, Bartlett’s Test of sphericity confirms that it is appropriate to use 

factor analysis for the data as the null hypothesis that correlation matrix is identity is 

rejected, because the actual p-value which is 0.0001 is less than the hypothesized 

significance level of 0.05. Therefore, the conclusion is that factor analysis can be 

used with no complexity. 

 

In addition, component analysis was conducted and produced output where only one 

component was retained for the purpose of reducing the multiple items measures into 

a single score measure that can be used for regression analysis. The findings in Table 

4.11 provide factor loadings that show the extracted values of each item under one 

variable called service quality factor. The findings indicate that only ten items 

contribute significantly to the public governance quality factors influencing 

voluntary tax compliance to SMEs in Dar es Salaam. Thus, loadings below 0.4 were 

not taken into consideration as suggested by Field (2005).  
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Table 4.11: Component Matrix for Public Governance Quality Factors 

 Component 

1 

The way government handle education system is satisfactory 0.874 

Tanzania administer justice fairly 0.851 

The way government handle health service is satisfactory 0.846 

Political stability in Tanzania is declining 0.712 

Tanzanian politicians have trusted financial transactions 0.611 

No diversion of public fund due to corruption in Tanzania -0.604 

In Tanzania there is no interference of judiciary system with other arms of the government 0.556 

As a citizen I can access the annual financial report of the Government 0.516 

The quality of infrastructure in Tanzania is not satisfactory 0.511 

Tanzanian police forces are helpful in fighting crimes 0.507 

I trust the National Assembly in making good laws for Tanzania  

In Tanzania, there is free and fair election  

Extraction Method: Principal Component Analysis. 

a. 1 components extracted. 

Source: Field Data (2017) 

 

4.5.3 Factor Analysis for Fairness of Tax Laws and Regulations 

In addition, factor analysis on the fairness of tax laws and regulations factors influencing 

voluntary tax compliance to small and medium enterprises in Dar es Salaam was conducted. 

The purpose was to generate factor score index that would be used for multiple regression 

analysis from multiple item scale data obtained from questionnaires. Therefore, literature on 

factor analysis suggests that a researcher has to check the adequacy of sampling and whether 

there are associations among items. Thus, the Kaiser-Meyer-Olkin (KMO) and Bartlett’s 

Test have to be investigated before factor analysis outputs are used for further analysis. 

Findings in Table 4.12 provide KMO, a measure of sampling adequacy, and 

Bartlett's Test of Sphericity, a test of correlation matrix. 

 

Table 4.12: KMO and Bartlett's Test for Fairness of Tax Laws and Regulations 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.644 

Bartlett's Test of Sphericity 

Approx. Chi-Square 451.485 

Df 36 

Sig. 0.0001 

Source: Field Data (2017) 
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Results in Table 4.12 provide a KMO of 0.644, suggesting that it is appropriate to 

use factor analysis and this confirms that factor analysis will produce consistent 

results. In addition, Bartlett’s Test of sphericity confirms that it is appropriate to use 

factor analysis for the data as the null hypothesis that correlation matrix is identity is 

rejected, because the actual p-value which is 0.0001 is less than the hypothesized 

significance level of 0.05. Therefore, the conclusion is that factor analysis can be 

used with no complexity. 

 

In addition, component analysis was conducted and produced output where only one 

component was retained for the purpose of reducing the multiple items measures into 

a single score measure that can be used for regression analysis. The findings in Table 

4.13 provide factor loadings that show the extracted values of each item under one 

variable called fairness of tax laws and regulations. The findings indicate that only 

six items contribute significantly to the fairness of tax laws and regulations factors 

influencing voluntary tax compliance to SMEs in Dar es Salaam. Thus, loadings 

below 0.4 were not taken into consideration as suggested by Field (2005).  

 

Table 4.13: Component Matrix
a  
for Fairness of Tax Laws and Regulations 

 Component 

1 

Current laws and regulation requires me to pay more than what I earn -0.846 

The benefits I get from the government in exchange for my tax are 

reasonably high 
0.801 

In my opinion it is fair if everyone pays the right amount of tax -0.675 

I believe tax system and laws are  fair 0.670 

The manner in which tax system is distributed across tax payer is fair 0.631 

The tax I pay to the government are reasonably high unnecessarily -0.429 

A fair tax rate means it should be equal for everyone  

The tax burden I get is fair given the expenditure in social services are 

very high 
 

It is fair that higher income earners should pay more than low income 

earners 
 

Extraction Method: Principal Component Analysis. 

a. 1 components extracted. 

Source: Field Data (2017) 
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4.5.4 Factor Analysis for Taxpayer Trust 

In addition, factor analysis on the taxpayer trust factors influencing voluntary tax compliance 

to small and medium enterprises in Dar es Salaam was conducted. The purpose was to 

generate factor score index that would be used for multiple regression analysis from multiple 

item scale data obtained from questionnaires. Therefore, literature on factor analysis suggests 

that a researcher has to check the adequacy of sampling and whether there are associations 

among items. Thus, the Kaiser-Meyer-Olkin (KMO) and Bartlett’s Test have to be 

investigated before factor analysis outputs are used for further analysis. Findings in Table 

4.14 provide KMO, a measure of sampling adequacy, and Bartlett's Test of 

Sphericity, a test of correlation matrix. 

 

Table 4.14: KMO and Bartlett's Test for Taxpayer Trust 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.764 

Bartlett's Test of Sphericity 

Approx. Chi-Square 431.385 

df 21 

Sig. 0.0001 

Source: Field Data (2017) 

 

Results in Table 4.14 provide a KMO of 0.764, suggesting that it is appropriate to 

use factor analysis and this confirms that factor analysis will produce consistent 

results. In addition, Bartlett’s Test of sphericity confirms that it is appropriate to use 

factor analysis for the data as the null hypothesis that correlation matrix is identity is 

rejected, because the actual p-value which is 0.0001 is less than the hypothesized 

significance level of 0.05. Therefore, the conclusion is that factor analysis can be 

used with no complexity. 

 

In addition, component analysis was conducted and produced output where only one 

component was retained for the purpose of reducing the multiple items measures into 

a single score measure that can be used for regression analysis. The findings in Table 

4.15 provides factor loadings that show the extracted values of each item under one 

variable called taxpayer trust. The findings indicate that only six items contribute 

significantly to the taxpayer trust factors influencing voluntary tax compliance to 
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SMEs in Dar es Salaam. Thus, loadings below 0.4 were not taken into consideration 

as suggested by Field (2005). 

Table 4.15: Component Matrix 
a
 for Taxpayer Trust 

 Component 

1 

I trust that TRA officials  are transparent in whatever they do 0.837 

TRA officials are trustworthy in my country 0.815 

I trust TRA officials declare the use of fund honestly 0.779 

TRA treats taxpayers in a respectful manner. 0.768 

I trust TRA officials declare the revenue collected in a periodic 

basis 
0.691 

In my country interests of a few are considered stronger than the 

interests of the community 
0.585 

I trust that governmental institutions of my country act upon our 

interests 
 

Extraction Method: Principal Component Analysis. 

a. 1 components extracted. 

Source: Field Data (2017) 
 

4.5.5 Factor Analysis for Tax Compliance 

In addition, factor analysis on the voluntary tax compliance among small and medium 

enterprises in Dar es Salaam was conducted. The purpose was to generate factor score index 

that would be used for multiple regression analysis from multiple item scale data obtained 

from questionnaires. Therefore, literature on factor analysis suggests that a researcher has to 

check the adequacy of sampling and whether there are associations among items. Thus, the 

Kaiser-Meyer-Olkin (KMO) and Bartlett’s Test have to be investigated before factor analysis 

outputs are used for further analysis. Findings in Table 4.16 provide KMO, a measure of 

sampling adequacy, and Bartlett's Test of Sphericity, a test of correlation matrix. 
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Table 4.16: KMO and Bartlett's Test for Tax Compliance 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.673 

Bartlett's Test of Sphericity 

Approx. Chi-Square 607.069 

Df 15 

Sig. 0.0001 

Source: Field Data (2017) 

 

Results in Table 4.14 provide a KMO of 0.764, suggesting that it is appropriate to 

use factor analysis and this confirms that factor analysis will produce consistent 

results. In addition, Bartlett’s Test of sphericity confirms that it is appropriate to use 

factor analysis for the data as the null hypothesis that correlation matrix is identity is 

rejected, because the actual p-value which is 0.0001 is less than the hypothesized 

significance level of 0.05. Therefore, the conclusion is that factor analysis can be 

used with no complexity. 

 

In addition, component analysis was conducted and produced output where only one 

component was retained for the purpose of reducing the multiple items measures into 

a single score measure that can be used for regression analysis. The findings in Table 

4.16 provide factor loadings that show the extracted values of each item under one 

variable called tax compliance. The findings indicate that all six items contribute 

significantly to the voluntary tax compliance of SMEs in Dar es Salaam.  

 

Table 4.17: Component Matrix 
a 
for Tax Compliance 

 Component 

1 

I do keep all the business documents to enable accurate 

determination of tax payable 
0.976 

I submit tax return on time 0.948 

I pay my tax obligation wilfully without force 0.914 

I do report my correct income to tax authority 0.857 

I don’t see a logic of disclosing the income I generate 0.634 

Because many people are not disclosing their true income, I also 

do the same 
0.405 

Extraction Method: Principal Component Analysis. 

a. 1 components extracted. 

Source: Field Data (2017) 
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4.6 Regression Model of the Study 

4.6.1 Checking for Regression Assumptions 

Multicollinearity 

Multicollinerarityis is an incident in which two or more explanatory variables in a 

multiple regression are correlated highly in such as a way that model development is 

affected significantly. To determine the presence of multicollinearity in SPSS, the 

VIF are examined, the threshold is VIF >10 which indicates a presence of 

multicollinearity. In this study, VIF are less than 10 (see Table 4.20) and, therefore, 

there is no multicollinearity. 

Collinearity 

Collinearity is measured by tolerance. Tolerance is the amount of variability of the 

selected independent variable not explained by the other independent variables. It is 

obtained by making each independent variable a dependent variable and regressing it 

against the remaining independent variables. Tolerance values approaching zero 

indicate that the variable is highly collinear with the other predictor variables. Since 

tolerance in Table 4.20 is greater than 0.1, then we can conclude that variables are 

not highly collinear. 

Normality  

Normality test must be conducted for the results of regression analysis to bring 

meaningful results. Thus, to test normality of data, histogram was produced with an 

aid of SPSS as follows:- 
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Figure 4.1: Histogram of Dependent Variable Tax Compliance 

 

 

The results indicate that the mean is 1.91  which is approximately 0, and the 

standard deviation is 0.980, which is approximately 1. Therefore, it can be concluded 

that the data were normally distributed since they have shown that the standard 

normal distribution has a mean of 0 and standard deviation of 1. 

Therefore, the key assumptions of the regression are all satisfied, thus the model fits 

the data. To explain the relationship between voluntary voluntary tax 

compliance(Dependent Variables) and other independent variables: service quality 

(SQ), public governance quality (PGQ), Taxpayer trust (TT), fairness of tax laws and 

legulations (FTL), a linear regression model is used. 

4.5.2 Model Summary of the Study 

The findings in Table 4.18 show the coefficient of correlation of R=0.902, which 

means that there is a positive relationship between voluntary tax compliance and the 

four independent variables: service quality, public governance quality, taxpayer trust 

and fairness of tax laws and regulations. Also, Table 4.18 shows a coefficient of 

determination R square = 0.814. 
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Table 4.18: Model Summary
b 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.902
a
 0.814 0.806 0.43996490 

a. Predictors: (Constant), SQ, PGQ, TT, FTL 

b. Dependent Variable: VTC 

Source: Field Data (2017) 
 

The coefficient of determination means that 81.4% of the variability in the dependent 

variable voluntary tax compliance is being explained by service quality, public 

governance quality, taxpayer trust and fairness of tax laws and regulations. In 

addition, 18.6% of the variability of the dependent variable voluntary tax compliance 

is being explained by other factors not accounted for in the model. Although there is 

no threshold value of R square, a rule of thumb indicates that the value R = 81.4% is above 

fifty percent and therefore the model is acceptable and the independent variables can be used 

to explain the dependent variable. 

Table 4.19: ANOVA 
a
 

Model Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 

Regression 80.611 4 20.153 

104.111   0.0001
b
 Residual 18.389 95 

0.194 
Total 99.000 99 

a. Dependent Variable: VTC 

b. Predictors: (Constant), SQ, PGQ, TT, FTL 

Source: Field Data (2014) 

 

The findings in Table 4.19 maintain that the model is adequate that the factors 

service quality, public governance quality, taxpayer trust and fairness in tax laws and 

regulations can make significant impact to the dependent variable tax compliance. 

Thus a model of four independent variables is significant in predicting response 

variable tax compliance. This is due to the fact that the test results have rejected the 

null hypothesis at 5% level of significance and therefore the study concludes that the 

model is significant in predicting the response. 
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Table 4: 20: Coefficients 
a 
and Collinearity Statistics 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. Collinearity 

Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) 
-3.526E-

017 
0.044 

 

0.0001 1.000 

  

PGQ 0.274 0.049 0.274 5.537 0.0001 0.801 1.248 

FTL 0.272 0.079 0.272 3.466 0.001 0.317 3.154 

TT 0.120 0.059 0.120 2.027 0.045 0.554 1.804 

SQ 0.552 0.091 0.552 6.084 0.0001 0.238 4.206 

a. Dependent Variable: VTC 

Source: Field Data (2017) 

 

4.6.3 Hypothesis Testing 

H1: There is relationship between quality of service and tax compliance 

H2: There is relationship between taxpayer trust and tax compliance 

H3: There is relationship between fairness of tax laws and regulation and tax 
compliance 

H4: There is relationship between good public governance and tax compliance 

 

The findings in Table 4.20 further show that all slopes for the variable are positive 

i.eB>0. This concludes that there is positive relationship between public governance 

quality and tax compliance, fairness of tax laws and regulations and tax compliance, 

taxpayer trust and tax compliance, and service quality and tax compliance.  

In addition, the findings in Table 4.20 provide information on whether the study 

variables can be included in the model or not. This means the information in Table 

4.9 helps us to test if slopes are not zeros. If the test result shows that the slopes are 

not zeros, then those variables are included in the model. 
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H1: B≠0 (The slope of service quality is not zero and can therefore be included in the 

model)  

Since the actual p-value (significance) =0.0001is less than the hypothesized p-value 

0.05, then we have enough statistical evidence to reject the null hypothesis at 5% 

level of significance. Therefore, the slope of service quality is not zero and can 

therefore be included in the model. 

Again, 

H2: B≠0 (The slope of taxpayer trust is not zero and can therefore be included in the 

model)  

Since the actual p-value (significance) =0.045is less than the hypothesized p-value 

0.05, then we have enough statistical evidence to reject the null hypothesis at 5% 

level of significance. Therefore the slope of taxpayer trust is not zero and can 

therefore be included in the model. 

Again, 

H3: B≠0 (The slope of fairness of tax laws and regulations is not zero and can 

therefore be included in the model)  

Since the actual p-value (significance) =0.001is less than the hypothesized p-value 0.05, then 

we have enough statistical evidence to reject the null hypothesis at 5% level of significance. 

Therefore the slope of fairness of tax laws and regulations is not zero and can 

therefore be included in the model. 

Again 

H4: B≠0 (The slope of public governance quality is not zero and can therefore be 

included in the model)  

Since the actual p-value (significance) =0.0001is less than the hypothesized p-value 

0.05, then we have enough statistical evidence to reject the null hypothesis at 5% 
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level of significance. Therefore, the slope of public governance quality is not zero 

and can therefore be included in the model.  

Therefore the regression model of the study is  

 

Where 

 VTC = Voluntary Tax compliance 

 SQ = Service Quality 

 TT = Taxpayer Trust 

 FTL = Fairness of Tax Laws and Regulation 

 PGQ = Public Governance Quality 

4.7 Discussion of the Findings 

The findings have shown that SMEs to a large extent do not comply with tax laws 

and regulations as they fulfil their tax obligations by force, report incorrect income 

and delay to submit tax return on time. Furthermore, the findings have shown that 

voluntary tax compliance of SMEs in Dar es Salaam is influenced by TRA service 

quality, taxpayer trust, fairness of tax laws and regulations, and public governance 

quality. 

 

These findings are consistent with the findings by Mustapha (2015) who reported 

that tangibility; complexity, reliability, and ease of use and affordability were the 

components that determine e-tax quality implementation in Nigeria. This means that, 

for voluntary tax compliance to be observed, service quality dimensions such as 

tangibility reliability, responsiveness, assurance and empathy must be observed. The 

findings are also consistent with service quality model by Parasuman et al (1988) that 

quality of services in organisations is essential in attracting customers, in this case 

taxpayers, through ensuring that equipment, materials, and systems work better for 

the purpose of retaining and attracting citizens’ morale to accomplish their tax 

obligations.  

Furthermore, the findings are consistent with the findings by Mwasele (2014) who 

reports that voluntary tax compliance in local government authorities in Tanzania is 
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affected by trustworthiness of local government officials and unsatisfactory return in 

terms of service delivery. This is because, when taxpayers believe that government 

officials are not conducting themselves in right direction, the taxpayer loses their 

trust in them and hence they will start looking for ways to evade tax.  

 

In this regard, respondents have agreed that officials in Tanzania do not act to the 

interests of the taxpayers and that the interests of the few are considered more than 

the interests of the community. In addition, the findings are also consistent with the 

findings by Fjeldstad et al. (2012) that good perceptions of taxpayers on political 

institutions and authorities and/or any other social arrangements as appropriate, just 

and work for the interest of the public will lead to the highest level of trust which 

eventually affects tax compliance. 

In addition, the study results are consistent with the study by Alabede et al (2011) 

who reported that voluntary tax compliance behaviour of individuals is positively 

related to the perceptions of public governance quality in Nigeria. Therefore, good 

perceptions of public governance quality are very important. In this case, respondents 

have shown their concern about unsatisfactory performance of the government in 

terms of how it provides services to health and judicial systems, investment in 

infrastructure, and investment in education. Since the government is performing 

poorly in these areas, the voluntary tax compliance decreases.  

Furthermore, the findings are consistent with the study findings by Gberegbe, 

Umoren and Saro-Wiwa (2017) who reported that there is a positive relationship 

between fairness of tax laws and regulations and voluntary tax compliance of SMEs 

in Rivers State. This is due to the fact that respondents have agreed that current laws 

and regulations require them to pay in accordance with what they earn and that the 

government is trying much to offer services to taxpayers and that the tax system is 

very fair. 
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CHAPTER FIVE 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.1 Introduction 

This chapter presents the summary of the study findings, conclusions, a brief policy 

implication, recommendations, and areas for further research.  

 

5.2 Summary  

The main objective of the study was to examine the determinants of voluntary tax 

compliance in Tanzania from taxpayer perspectives. The specific objectives of the 

study were to examine TRA service quality factors affecting tax compliance, to 

determine taxpayer trust factors affecting tax compliance, to determine public 

governance quality factors affecting tax compliance, and to examine the fairness of 

tax laws factors affecting tax compliance. 

 

The study employed a quantitative approach. Data were collected from 100 SMEs 

operating in Dar es Salaam, analysed descriptively, and then factor analysis and later 

regression analysis were conducted to examine relationship among variables.  

The findings have shown that voluntary tax compliance of SMEs in Dar e Salaam is 

influenced by several factors such as TRA service quality, taxpayer trust, fairness of 

tax laws and regulations and public governance quality. In addition, voluntary tax 

compliance is positively related to these factors. Furthermore, the findings have 

shown that SMEs to a greater extent do not comply with tax laws and regulations as 

they fulfil their tax obligations by force, report incorrect income and delay to submit 

tax return on time 

The findings are consistent with studies by Mustapha (2015) who reported that 

tangibility; complexity, reliability, and ease of use and affordability were the 

components that determine e-tax quality implementation in Nigeria. In addition, the 

findings are also consistent with service quality model by Parasuman et al (1988) that 

quality of services in organisations is essential in attracting customers, in this case 

taxpayers, by ensuring that equipment, materials, and systems work better for the 

purpose of retaining and attracting citizens’ morale to accomplish their tax 
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obligations. Furthermore, the findings are consistent with the findings by Mwasele 

(2014) who reported that voluntary tax compliance in local government authorities in 

Tanzania is affected by trustworthiness of local government officials and 

unsatisfactory return in terms of service delivery. In addition, the findings are also 

consistent with the findings by Fjeldstad et al., (2012) that good perceptions of 

taxpayer on political institutions and authorities and or any other social arrangements 

as appropriate, just and work for the interest of the public lead to the highest level of 

trust which eventually affects tax compliance. 

5.3 Conclusions 

Voluntary tax compliance is an important role for the national development that 

enables members of the country to pay tax willingly without using much force. 

However, paying tax is painful to SMEs as payment of taxes reduces their level of 

profits. Therefore, voluntary tax compliance is a tag of war between two parties, 

namely the government on one side and the citizens on other. Each part wants to 

maximise their interests. However, a government is in a good position to ensure that 

taxpayers, in this case SMEs, comply with payment of their tax obligations at will 

without much force. 

 

This research has shown that voluntary tax compliance is influenced by several 

factors, taking the perspectives of SMEs taxpayers in Dar es Salaam. These factors 

are TRA service quality, SMEs taxpayer trust, fairness of tax laws and regulations 

and public governance quality. These results concur with comparative treatment 

theory, political legitimacy theory, and Service Quality Model. These theories in 

general argue that, for the SME taxpayers to exhibit tax compliance, then there 

should be equity and fairness in the determination of the amount of taxes to pay and 

fair treatment, there should also be taxpayer trust that the government authorities, 

departments, agents, etc, are using the public money for the interests of the public, 

and lastly the agents specialised in collecting these taxes, in this case TRA, should 

have the best appearance of facilities, equipment, technology and well trained 

personnel and these facilities and personnel should be adequate. The TRA should as 

well have reliable systems and processes that are consistent and dependable.  
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In addition, TRA should have competences, employees’ ability, courtesy and 

knowledge on how best to provide and guide tax administration in the country. 

Furthermore, TRA employees and decision makers need to have “empathy”, the 

ability to place themselves in the shoes of the taxpayers. Things like having long 

queue; lining to pay taxes demolishes the good intention of taxpayers who want to 

accomplish their tax obligations willingly. 

5.4 Recommendations of the Study 

Voluntary tax compliance is a phenomenon of great importance to the national 

development; taxpayers who know their tax obligations and accomplish the same 

willingly are friends of national developments and prosperity. However, the 

government needs to inculcate a culture of paying taxes to its citizens and make them 

have a positive attitude towards paying taxes because they pay for their own 

development socially, economically and politically. The study recommends the 

following: 

Since there is a positive relationship between TRA service quality and tax 

compliance, the study recommends that TRA should continue to install systems that 

facilitate payment of taxes easily and at the convenience of taxpayers. In addition, 

TRA employees should have the required caring and individual attention to 

taxpayers. In addition, TRA should have the highest ability to perform the promised 

service dependably and accurately. In addition, TRA should continue to train its 

employees so that they acquire required knowledge to build courtesy, trust and 

confidence that will enable to convince taxpayers to comply with their tax 

obligations willingly. 

 

Furthermore, since there is a positive relationship between voluntary tax compliance 

and taxpayer trust, this study recommends that the government of Tanzania and its 

institutions should in all times fulfil the interests of the majority more than the 

interest of the few and that the government should make effort to show citizens that 

what they are doing is for the interests of the majority. 

 



61 

In addition, since there is a positive relationship between voluntary tax compliance 

and public governance quality, this study recommends that, to increase tax 

compliance, the government should improve investment in quality infrastructure, 

education, health facilities and judicial systems.  Investment in quality infrastructure 

in electricity, water projects and road construction projects should be improved. 

There are certain villages and regions where there are no good infrastructures; roads 

are not passable throughout the year, no water and no electricity. In this kind of a 

situation, SME taxpayers might not want to pay taxes so as to get money to finance 

their needs of electricity, water and transportation.  

Furthermore, the government should invest in quality education. Investing in quality 

education entails provision of education that abides by the national and international 

standards. For instance, teacher-student ratio, equipment (laboratory equipments, 

chalks, whiteboard makers, boards, computers, etc), class room size, and number of 

classrooms available are among the few things taxpayers are aware of. Thus, to 

improve voluntary tax compliance to SMEs and the general public, the government 

should make sure that more teachers are recruited and given appropriate benefits that 

will increase their motivation level. Furthermore, the government should increase the 

number of classrooms and procure enough equipment to the schools that will help 

student learn appropriately. 

Moreover, the government should invest in quality health facilities and provision of 

quality health services. These should go hand in hand with construction of enough 

maternity wards, enough rooms, enough medicine and medicinal equipment. When 

these things are in place, they help taxpayers to voluntarily comply with taxes, 

because they believe that paying taxes is for their advantages and not for the 

advantages of the few. 

In addition, to increase voluntary tax compliance among SMEs taxpayers, the 

government should increase the quality of judicial systems. That is, the government 

should make sure that it has the appropriate number of courts, magistrates and 

judges, and public prosecutors, and that it has the police force that is fair.  
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5.5 Areas for Further Research 

Possible research on the area of voluntary tax compliance in Tanzania should focus 

on the effectiveness of TRA strategies on enhancing voluntary tax compliance to 

taxpayers. In addition, future research should consider assessing the impact of the 

newly installed TRA systems such as Data Centre on voluntary tax compliance of 

large companies.  

Since this study considered only SMEs operating in Dar es Salaam, similar study 

could be carried out to ascertain the truth in other regions of Tanzania, so that results 

could be compared. 
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APPENDICES 

APPENDIX 1: Questionnaire 

Dear Respondent, I am Masawa Masatu Masawa, an MBA candidate from Mzumbe 

University. I am undertaking a study entitled “The determinants of voluntary tax 

compliance in Tanzania from taxpayer perspectives, a case study of Small and 

Medium Enterprises in Dar es  Salaam.” Your opinions are very important and 

therefore I take this opportunity to ask your twenty (20) minutes to complete this 

questionnaire so that the intended objectives are met. I thank you in advance 

Part A: Demographic Variables 

i. Sex of the Respondents:        Male    [     ]        Female      [     ] 

ii. Which groups describes your age? 

< 20  20 – 25  26 – 31  32 – 37  38 – 43  44-49  50-55  > 56 

        

 

iii. How long have you been doing the business?................................................... 

iv. Name the type of business you are dealing with............................................... 

v. Which groups describes your monthly income level? 

Below 

100,000  

100,000 – 

300,000 

300,000 – 

500,000 

500,000 – 

1,000,000 

Above 

1,000,000 

     

 

vi. Which academic profession do you belong?...................................................... 

vii. Highest academic qualifications reached  

Primary 

School 

holder 

O – level 

secondary 

school 

holder 

A-level 

secondary 

school 

holder 

Certificate 

and 

diploma 

holder 

Bachelor 

degree 

Postgraduate 

degree  

etc. 

       

 

Part B: Public Governance Quality 

The following statement measures how public governance quality affects voluntary 

tax compliance. You are therefore required to rate the degree of disagreeing or 

agreeing with the statement using the likert scale defined as 1 = strongly disagree, 

2=disagree, 3 = neutral, 4= agree, 5=strongly agree. 
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Statements 1 2 3 4 5 

I trust the National Assembly in making good laws for 

Tanzania  

     

In Tanzania, there is free and fair election      

As a citizen I can access the annual financial report of the 

Government 

     

The quality of infrastructure in Tanzania is not satisfactory      

The way government handle health service is satisfactory      

The way government handle education system is satisfactory      

Tanzanian politicians have trusted financial transactions      

No diversion of public fund due to corruption in Tanzania      

Political stability in Tanzania is declining      

In Tanzania there is no interference of judiciary system with 

other arms of the government 

     

Tanzania administer justice fairly      

Tanzanian police forces are helpful in fighting crimes      

 

Part C: Fairness of Tax Laws and Regulation 

The following statement measures how fairness of tax laws and regulation affects 

voluntary tax compliance. You are therefore required to rate the degree of 

disagreeing or agreeing with the statement using the likert scale defined as 1 = 

strongly disagree, 2=disagree, 3 = neutral, 4= agree, 5=strongly agree. 

Statements 1 2 3 4 5 

I believe tax system and laws are  fair      

The manner in which tax system is distributed across tax 

payer is fair 

     

The tax burden I get is fair given the expenditure in social 

services are very high 

     

The tax I pay to the government are reasonably high 

unnecessarily 

     



71 

The benefits I get from the government in exchange for my 

tax are reasonably high 

     

Current laws and regulation requires me to pay more than 

what I earn 

     

It is fair that higher income earners should pay more than low 

income earners 

     

In my opinion it is fair if everyone pays the right amount of 

tax 

     

A fair tax rate means it should be equal for everyone      

 

Part D: Taxpayer Trust 

The following statement measures how taxpayer trust affects voluntary tax 

compliance. You are therefore required to rate the degree of disagreeing or agreeing 

with the statement using the likert scale defined as 1 = strongly disagree, 2=disagree, 

3 = neutral, 4= agree, 5=strongly agree. 

Statements 1 2 3 4 5 

TRA treats taxpayers in a respectful manner.      

TRA officials are trustworthy in my country      

I trust that governmental institutions of my country act upon 

our interests 

     

In my country interests of a few are considered stronger than 

the interests of the community 

     

I trust that TRA officials  are transparent in whatever they do      

I trust TRA officials declare the revenue collected in a 

periodic basis 

     

I trust TRA officials declare the use of fund honestly      
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Part E: Service Quality 

The following statement measures how service quality affects voluntary tax 

compliance. You are therefore required to rate the degree of disagreeing or agreeing 

with the statement using the likert scale defined as 1 = strongly disagree, 2=disagree, 

3 = neutral, 4= agree, 5=strongly agree. 

Statements 1 2 3 4 5 

The appearance of the TRA physical facilities, equipment,      

personnel, and communication materials is good 

     

TRA has highest ability to perform the promised service      

dependably and accurately. 

     

TRA has highest willingness to help taxpayer and provide prompt 

service. 

     

TRA employees have the required knowledge and courtesy and 

ability to convey trust and confidence. 

     

TRA employees have the required caring, individual attention to 

taxpayers 

     

 

Part F: Tax Compliance 

The following statement shows how individuals comply with tax obligations. You 

are therefore required to rate the degree of disagreeing or agreeing with the statement 

using the likert scale defined as 1 = strongly disagree, 2=disagree, 3 = neutral, 4= 

agree, 5=strongly agree. 

 1 2 3 4 5 

I pay my tax obligation wilfully without force       

I do report my correct income to tax authority      

I submit tax return on time      

I don’t see a logic of disclosing the income I generate      

Because many people are not disclosing their true income, I also 

do the same 

     

I do keep all the business documents to enable accurate 

determination of tax payable 

     

 

 


