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ABSTRACT 

 

This study presents  on determining the challenges facing revenue collection and its 

effects on service delivery particularly at Ilala Municipal Council in Dar es Salaam 

Region. Specifically, the study identify procedures involved in revenue collection at 

Ilala Municipal Council; determine the level of involvement of stakeholders in 

revenue collection at Ilala Municipal Council; find out whether motivation affect  

revenue collection at Ilala Municipal Council; and determine whether accountability 

affect revenue collection at Ilala Municipal Council. 

 

However, the study covered by taking sample of 100 respondents. The study used 

case study design i.e. Ilala Municipal Council in which both qualitative and 

quantitative approaches of data elicitation were adopted. Data were collected using 

questionnaires, interviews and documentary review. Quantitative data were compiled 

and coded to allow statistical manipulations using mathematical models, frequency, 

tables and figures using Microsoft Excel. 

 

The result of this study indicate that during the interview on Education to revenue 

payers at Ilala Municipal Council, most of respondents disagreed which implies that 

revenue players lacked enough education concerning revenue issues. Notably, some 

of respondents disagreed on motivation to revenue Collectors which implies that 

revenue collectors were not satisfied with the incentive given to them and therefore 

demoralized the performance of revenue collectors.  

 

This study recommends that drop in revenues from economically sensitive sources 

that led to budget shortfalls and deficits is the concern of many finance officers such 

as Municipal Treasury governments should consider the adoption of alternative 

sources of revenue to boost sagging collections. 
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CHAPTER ONE 

 

PROBLEM SETTINGS 

 

1.1 Introduction 

The introduction constitutes the first part of the study and gives the background 

information about the research. The background of the research is described to 

provide a guide to research questions. In addition the questions and objectives are 

explained as well as significance of the study, limitations and delimitations of the 

study. 

 

1.2 Background to the Problem 

According to the U.R.T (2004) Local Government is the level of Government that is 

responsible for day to day running of City, Municipal, Town or District. The history 

of LGAs can be traced back before the colonial era. Before then, the local 

communities were organized around Chiefs in Chiefdoms and when the Germany 

colonized the country province and chiefdom boundaries were established and as 

time went on they also established the post of the District Commissioner (DC). 

 

The system which was in operation during the colonial era was retained and adopted 

with slight changes at the time of independence. Tanganyika attained her 

independence in 1961, and after independence the Government created the structure 

of Councils covering the whole country. These Councils were established more on 

political purposes rather than economic considerations. By 1972 the number of 

established Councils was 68. Those Councils failed to perform well their duties due 

to number of reasons. 

 

According to the U.R.T (2004) Councils fail to perform well their duty due to: (1) the 

relationship between Councils staffs and Councilors was not good as Councilors 

often refused to take part in various campaign of tax collection and on the same time 

they fought for more sitting allowances and special treatment (2) the Councils 

officials and Councilors lacked the necessary experience and technical know how to 
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run and manage the Councils (3) gross mismanagement of both the fund collected as 

own source and those granted by Central Government (4) tremendous decline of 

revenue collection and inability of Central Government to fill the gap which lead to 

poor performance of Councils and (5) lack qualified personnel. 

 

As a result of the above weakness LGAs were abolished in 1973 and were replaced 

by direct Central Government rule which made the government to switch from 

partnership to direct management of the development process and provision of social 

services to people at local level.  

 

According to the U.R.T (2004) the abolition of LGAs in 1973 caused a lot of 

problems including: (1) increase of government expenditure (2) difficult on the 

sustainability of development activities which came from national budget (3) 

bureaucracy and (4) lack of participation, empowerment and accountability.  

 

The Government reintroduced the LGA system through the Local Government Act 

of 1982 which was enacted by the National Assembly in the same year and later on 

amended by Act No. 6 of 1999. The reintroduction of LGA raised hope for an 

improved performance through greater involvement of citizens. However, the 

anticipated improvement performance in service delivery as well as in development 

initiatives through broad based public involvement was not achieved as expected.  

 

According to the U.R.T (2004) the following were the underlying reasons: (1) lack of 

transparent and accountability in the conduct of Councils business (2) weak human 

resource and management (3) shortage of qualified, disciplined and committed 

personnel and (4) shortage of revenue due to narrow tax base. The situation 

prompted the government to set up an investigation of the system and it was 

recommended that LGAs should be restructured to rescue the situation.  

 

According to the U.R.T (2002) in 1998 the Government formulated the Local 

Government Reform Policy Paper (LGRPP) which was implemented as Local 

Government Reform Program (LGRP) in 1999/2000 in order to address the problem 
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which constrained the performance of LGAs so as to improve service delivery in 

response to the need of people. The programme is one of the initiatives which were 

being undertaken by the government towards poverty reduction and attainable of 

sustainable social and economic development. This initiative was within a broad 

policy framework based on the Tanzania Vision 2025 which stipulates the vision, 

mission, goal and target to be achieved with respect to economic growth and poverty 

reduction by the year 2025. The LGRP is very fundamental of the Poverty Reduction 

Strategy Paper (PSRP) of 2001.  

 

According to the U.R.T (2002) LGRP aim at:  letting people participate in 

Government at local level and elect their leaders, bringing public service under the 

control of the people, giving the Local Councils powers (political devolution) over 

all local affairs, determining the appropriate and cost effective organization structure 

of LGAs and enhancing good governance, based on political and financial 

accountability, democratic procedures and public participation. 

 

Through that programme the Government intended to strengthen Local Authorities 

and transform them to be effective instruments of social and economic development 

at local level. It was also meant that Local Governments should be able to raise funds 

on their own in order to finance their social and economic activities because a Local 

Government was no longer supposed to depend on the Central Government. 

 

According to the U.R.T (2002) since they started of implementation of Local 

Government Reform in the beginning of 2000s years there had been a notable 

improvement on quality of service rendered to the public. However the Local 

Authorities was still facing financial and human resource constraints. Moreover, the 

system operations of LGAs remained poor as Central Government gave Regional 

Authorities more power over Districts Authorities and hence defeating the objective 

of transparency and participations of stakeholders in making economic decisions for 

their respective areas and thus improvement had to be taken into account.  
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In short the history of Local Government in Tanzania is characterized by extensive 

changes and restructuring which aimed at improving the performance of Local 

Government Authorities so as to improve the service delivery of Local Authorities to 

the public. 

 

1.2.1  Local Authorities Revenue 

In LGA, a source of revenue is divided into two main sources - External revenue 

sources (Other sources) and Internal revenue sources (Own sources). Internal 

revenue sources include collection of fund from taxes, fees, licenses and charges 

while External sources include Central Government Grants, Donor Grants and 

borrowings. In terms of internal revenue sources LGA has been empowered by LGA 

Act to collect revenue within their area of jurisdiction and use the fund collected for 

provisions of social services to the public. LGA have a direct control on the internal 

revenue sources and also have a mandate to make any reasonable arrangements 

which will assist them to collect revenue. Local Government Finance Act of 1982 

has given power Local Authorities to make by laws to impose taxes and rates as they 

see fit regarding the own sources revenue, the same Act gave power Local 

Authorities to collect those sources of revenue. 

 

In Councils, the methods of collecting own sources revenue are organised in three 

levels namely the Council Headquarter, the Ward and the Village level. At the 

Council Headquarter, the responsibility of revenue collection rests with Finance 

Department headed by Council Treasurer, at the Ward level the responsibility rests 

with Ward office headed by Ward Executive Officer (WEO) and at the Village level 

the responsibility rests with Village office headed by Village Executive Officer 

(VEO). The impact of these people on performance of revenue collection depends on 

the extent to which they are motivated and the extent of their accountability.  

 

LGA may also collect own source revenue through revenue collection agents. The 

impact of these people on performance of revenue collection depends on the extent 

of contract between them and the Council and the action taken by each party if one 

party breaches the contract.  



5 

1.3 Statement of the Problem 

According to Local Government Act No. 7 of 1982 S. 7(a) the summarized functions 

/ responsibilities of LGAs (Ilala Municipal Council) are to maintain and facilitate 

peace, order and good governance within its area of jurisdiction, to promote social 

welfare and economic well being of all persons within its area of jurisdiction and to 

promote economic and social development of people. In order to achieve all the 

functions stated above LGAs must generate their own revenue (URT, 1982).  

 

Each year LGAs (Ilala Municipal Council) set the budget to ensure that they use it as 

a guideline for achieving their objectives. Budget tells how much money is needed to 

carry out planned activities which in turn tell how much revenue should be collected. 

Local authorities collect revenue at the budget execution stage and use the revenue 

collected to provide social services to the public. To achieve this, local authorities 

need to collect enough revenue so as the revenue collected can be incurred in the 

provision of social services such as education, health, water and roads (URT, 1982).  

 

On preliminary survey, Ilala Municipal Council experience poor performance of 

revenue collection despite of the fact that there are initiatives which are taken to 

make sure that there is good performance of revenue collection. Initiatives include 

meetings of Council Management Team (CMT) as well as Finance Committee Team 

which sit each month to discuss Council issues including revenue collection. 

Through the meetings (Finance Committee) and the Council have power to take any 

reasonable decisions and actions to improve performance of revenue collection, but 

still up to the end of financial year poor performance of revenue collection recorded. 

Moreover, each year certain amounts of money set aside to empower people who are 

responsible for revenue collections so as to help them perform well their duty of 

revenue collections but still poor performance is observed.  

 

The decreasing trend of actual revenue collection of Ilala Municipal Council from 

2008/09 to 2010/11 supports the above statements. Revenue estimates in 2008/09 

was Tshs. 10,730,400,000.00 actual revenue collection was Tshs. 9,661,147,431.00 

equivalents to 90% of estimates. Revenue estimates in 2009/10 was Tshs. 
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8,886,486,021.00 actual revenue collection was Tshs. 7,588,293,392.12 equivalents 

to 85.4% of estimates.  Revenue estimates in 2010/11 was Tshs. 10,018,347,836.14 

actual revenue collection was Tshs. 8,130,951,839.76 equivalents to 81.2% of 

estimates (Ilala Municipal Council Financial Statements Report, 2011). 

 

The main issue here is why sources of revenue of Local Authorities are not well 

exploited despite of all taken initiatives. Effective revenue collection significance 

remains the same regardless of whether the organization is profit oriented or non-

profit oriented. Therefore, using the idea that effective revenue collection is the 

cornerstone of good performance of the organization, the researcher is interested to 

determine the challenges facing revenue collection and its effects on service delivery 

so as to come up with information that will assist LGAs to review and know the area 

that require improvement in revenue collection. 

 

1.4 Objective of the study 

 

1.4.1  General objective 

The general objective of the study was determining the challenges facing revenue 

collection and its effects on service delivery particularly at Ilala Municipal Council 

in Dar es Salaam Region. 

 

1.4.1  Specific objectives 

The following were specific objectives of the study: 

(i). To identify procedures involved in revenue collection at Ilala Municipal 

Council 

(ii). To determine the level of involvement of stakeholders in revenue collection 

at Ilala Municipal Council 

(iii). To find out whether motivation affect revenue collection at Ilala Municipal 

Council 

(iv). To determine whether accountability affect revenue collection at Ilala 

Municipal Council 
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1.5  Research questions 

 

1.5.1  General Question 

What are challenges facing revenue collection and its effects on service delivery 

particularly at Ilala Municipal Council? 

 

1.5.2  Specific Questions 

The following were specific questions of the study: 

(i). What are procedures involved in revenue collection at Ilala Municipal 

Council? 

(ii). What is level of involvement of stakeholders in revenue collection at Ilala 

Municipal Council? 

(iii). Is motivation affect revenue collection at Ilala Municipal Council? 

(iv). Is accountability affect revenue collection at Ilala Municipal Council? 

 

1.6 Significance of the Study 

The study was intended to determine the challenges facing revenue collection and its 

effects on service delivery which was conducted at Ilala Municipal Council in Dar es 

Salaam Region, and further to that; 

 

1.6.1  To Policy Makers 

This study will assist policy makers to recognize that revenue collection process is a 

vital process and therefore for it to be effective, policies should be reviewed from 

time to time to reflect valuable information on key issues and guidelines concerning 

how to improve revenue collection. 

 

1.6.2  To Practitioners 

This study will help practitioners such as management of LGAs to understand the 

significance of practicing good administration on revenue collection, being creative 

and always thinking of alternative sources of revenue so as to generate more revenue 

which in turn will be used for provision of more services to the public.  
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1.6.3  To the Researcher  

This study will be used as a basis for knowledge building. However, the findings will 

create the benchmark for other researchers who will conduct research on related 

topics. It also will be a basis for evaluation by Mzumbe University for the award of a 

Masters of Business Administration to the writer of the study. 

 

1.7 Limitations of the Study 

Apart from the usual limitations that was associated with this research such as non 

response, lack of cooperation, the researcher was limited himself in determine the 

challenges facing revenue collection and its effects on service delivery 

 

1.8 Delimitations of the Study 

Selection on the sample space was of good number and right segment that enable to 

eliminate possible errors that was arose in judgment or drawing conclusion. In this 

case selection of at least 100 respondents’ was needed the number was significant 

enough to give a true and fair view of our study. 

 

However, the use of estimated data in setting variables was reduced so as to 

eliminate discrepancies in giving statistical conclusion derived from the respondents’ 

response. 

 

Moreover, Proper techniques such as interview and questionnaire were used from 

time to time to reduces weakness on tools. 
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CHAPTER TWO 

 

LITERATURE REVIEW 

 

2.1 Introduction 

Literature review contains information, ideas, data and evidence written from a 

particular stand point to fulfill certain aims or express certain views on the nature of 

the topic and how it is to be investigated, and the effective evaluation of these 

documents in relation to the research being proposed i.e. challenges facing revenue 

collection and its effects on service delivery.  

 

Therefore, this chapter entails theoretical review, empirical studies; research gaps as 

well as conceptual framework 

 

2.2 Theoretical Review 

 

2.2.1  Agency Theory 

According to Ross (1973) agency relationship arise between two (or more) parties 

when one, designated as the agent, act for, on behalf of, or as representative for the 

other, designated as the principal, in a particular domain of decision problems. 

Examples of agency relationship include all contractual arrangements, for instance 

between employer and employee or the state and the governed.  

 

Jensen and Meckling (1976) define an agency relationship as a contract under which 

one or more persons (the principal(s)) engage another person (the agent) to perform 

some service on their behalf, the engagement involve delegating some decision 

making authority to the agent. Given the fact that both parties have their own 

interest, there is good reason to believe that the agent will not always act in the best 

interests of the principal. The principal can limit agent divergence from his interest 

by establishing appropriate incentives and incurring monitoring cost designed to 

limit the aberrant activities of the agent. In simple terms those incentives and 

monitoring cost is known as agency cost. The Principal will take action against agent 
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to guarantee that he will not take actions, which would harm the principal, or to 

ensure that the principal will be compensated if an agent takes such harm actions. 

However, it is generally impossible for the principal to ensure that at zero cost the 

agent will make optimal decisions from the principal’s viewpoint. In most agency 

relationships the principal and the agent will incur positive monitoring and bonding 

costs.  

 

Anold (2008) describes an agency relationship as the conflict of interest between 

managers and stakeholders. A conflict is a situation in which an individual is 

required to act in two or more incompatible ways to achieve two or more exclusive 

goals (Robbins and Judge, 2009). The conflict of interest rises worries that the 

management team may pursue objectives which is beneficial to them but not 

necessarily beneficial to stakeholders. In other words in organisations there is 

normally a principal – agent problems, and in order to deal with the problems 

principals should always find ways of ensuring that their agents act in their interest. 

 

2.2.2  Expectancy Theory  

Vroom (1964) states the theory of expectancy as the strength of a tendency to act in a 

certain way depends on the strength of an expectation that the act will be followed by 

a given outcome and on the attractiveness of that outcome to the individual. This is 

to say that behavior is heavily influenced by perceptions of possible outcome (See 

figure 2.1). If an individual expects a certain outcome, possess the competence to 

achieve it, and wants it badly enough, he or she will exhibit the required behavior. If 

a person expects that specific behavior will produce an outcome that he or she 

perceives as undesirable, he or she will be less inclined to exhibit that behavior. In 

this light a person who knows the other person’s expectation and desires can tailor 

outcomes associated with specific behaviors to produce motivation.  
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Figure 2.1:  Expectancy Theory 

  1 2                                  3 

Source: Vroom, 1964-(*Effort – Performance Relationship, *Performance – 

Rewards Relationship, *Reward – Personal Goals) 

 

According to Isaac, Zerbe and Pitt (2001) expectancy theory explains cause of 

behaviour exhibited in the workplace. External rewards are viewed as inducing 

motivational states that fuel behaviours, as oppossed to intrinsic motivators, where 

behaviours are derived as consequence of internal forces such as enjoyment of the 

work itself. The motivational state of an individual performing a particular task is 

illustrated by using the following formula: 

M = E x I x V 

Where 

E represents expectancy, I represent Instrumentality and V represents Valence 

 

Expectancy suggests that people will expend effort when they believe that certain 

levels of performance are attainable. Instrumentality constitutes a perception that 

performance levels are related to rewards bestowed. Valence refers to the extent to 

which the person values the reward he or she receives.  

 

According to Al Khouri (2011) Vroom theory explains why people choose a 

particular behavior to satisfy their needs. According to them, before choosing 

behavior, an individual will evaluate various possibilities on the basis of how much 

work is involved and what the reward is. Motivation is a function of how badly 

individuals want something and how likely they are to get it. Motivation is occurs 

direct proportion to perceived or expected rewards. 
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2.2.3  System Theory 

System theory was propounded by Ludwig von Bertalanffy in 1936 who stated that a 

system is an assemblage of interrelated parts that work together by way of driving 

forces. According to him system can either be closed or open. All system studied by 

physicist are closed: they do not interact with the outside world. When a physicist 

make a model of the solar system he/she assume that all forces and particles that 

affect the system are included in the model. On the other hand biologist believes that 

organisms are open system: they are continuous exchange matter and energy with 

their environment. The peculiarity of open system is that they interact with other 

systems outside themselves. Borrowed from biological studies the sociologists 

assume organizations to be an open system because they interact with other systems. 

This interaction has three components: input – what enters the system from outside, 

transformation – processes and output – what leaves the system to the environment.  

 

According to Bertalanffy (1950) general system theory intends to elaborate 

properties, principles and laws that are characteristics of system in general, 

irrespective of their particular kind, nature of their components elements, and the 

relations or forces between them. A system is defined as a complex of elements in 

interaction. These interactions are of an ordered (non random) nature. Being 

concerned with formal characteristics of entities called systems, general systems 

theory is interdisciplinary, that it can be employed on phenomena investigated in 

different traditional branches of scientific research. It is not limited to material 

systems but applies to any whole consisting of interacting components. System can 

be applied in biology (organism), social science (organization) physics (model), 

applied field (machine) etc.  

 

According to Carter, Martin and Munday (1984) a system is an assembly of parts 

where: (1) the parts or components are connected together in an organized way (2) 

The parts or component are affected by being in the system (and are changed by 

leaving it) (3) The assembly does something (4) The assembly has been identified by 

a person as being of special interest. This definition contains the essential elements 

of parts, relationships and objectives. It is very broad and can apply to any of the 



13 

systems around us such as: a local authority, an accounting system, a hospital, an 

information system, a central heating system, the railway system etc.  

 

In organization perspective system is a set of interrelated components which work 

together to achieve a common objective. System is composed of supra – system and 

sub - systems which are interrelated and work together. Organization is a supra - 

system consist of sub – systems such as departments and sections. The system theory 

suggests that the whole is more than sum of its parts. The theory also propose that 

every organization is considered to be an open system that receive input from 

outside, transform them and give back output and then get feedback. 

 

Figure 2.2:  Input –Transformation – Output Process: 
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2.2.4  Public Finance 

In financing local government authorities, those revenues collected should be used in 

proper way as intended. Max (1991) explained that “The success of local government 

authorities in the provision of service depend largely on the effective management of 

their finances and resources”. 

 

The council’s administration have accounting knowledge so as to control and 

administer in proper way all finances collected, and by adhering to the principles of 

finance as explained in local government financial memorandum. The system that is 

easy to administer is one which is acceptable to the taxpayers, as taxpayers would 

like to know whether money they have paid are properly utilized to meet the 

intended purposes by the government; otherwise acceptable to the taxpayers, as 

taxpayers would like to know whether money they have paid are properly utilized to 

meet the intended purposes by the government; otherwise if those money are utilized 

improperly they will be discouraged and hence Tax evasion. 

 

Back the Harson (1990) stated that “Establishing effective internal control structure 

is an important management responsibility; firm’s management is expected to 

provide a good control environment”. 

 

The plan of organization is to establish responsibility for every function and 

authority to the specific responsible personnel so as to avoid duplicating of effort; 

also every individual should know his specific duty and expected performance level 

and he/she should be accountable for. 

 

There should be proper division of work in the councils because improper 

segregation of duties gives loophole to frauds, errors and inefficiency in record 

keeping. 

 

If local government administration are good they can create better attitude  to 

taxpayers through adopting effective and efficient tax system which led the 

community to believe that their money which they have contributed to the council 
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are utilized fairly toward their development. What the council’s administration can 

do is to improve relationship between the community (taxpayers) and the tax 

authorities as well as improving of services they have to offer to the community. 

 

Also local government is assential link between the local community and the central 

government; so it is important for local government authorities to be allowed to have 

control over their own affairs depending on their community and its needs. And these 

should be done without undue interference from the central government. 

 

Max (1991) “Local government should be considered as a sphere of government with 

some autonomy and not simply as another rigidly controlled government 

department” this does not mean, however that central local government should be 

determine from laying down the laws and general policies for local government 

authorities in the interest of the whole nation, there should be balance between the 

minimum interference and direction which need care and tact to deal with. 

 

2.2.5  Public Revenue Sources 

The Finance and Trade Department being responsible for Revenue and Expenditure 

control and control of Trade activities in the city has done a number of initiatives 

towards improved service delivery through effective and efficient use of council 

resources. An Integrated Computer Based Financial Management System, EPICOR 

is being used as one of initiatives in endeavour to attain this goal. Other initiatives 

have ranged from formation of revenue Collection Taskforce to involvement of other 

stakeholders whereby revenue collection is done in collaboration with Private sector 

which is contracted in selected revenue collection and paid commission. This 

participatory approach has brought multiple effects as it offers an employment 

opportunity, increase transparency and community involvement Odd helge Fjeldstad 

et al. (2007). 

 

Each Local Government Authority is responsible for development activities in its 

jurisdiction. It is responsible for identification of sources of revenue to be able to 

generate enough income take care of both social and economic development in the 
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Council. The existence of the council and its leaders depend much on their ability to 

bring about social and economic development. This cannot be achieved without 

income and the income must be generated within the localities in accordance with 

laws of the country. It has been understood from other studies that Councilors are the 

ones who demands for increased revenue collection. As much their drive is to see to 

it that more is generated but taking care of those taxpayers as their electors and 

beneficiaries. 

 

According to Smith, (1776), “Good revenue source should be efficiency to the extent 

that it should minimize administration and compliance cost, and in particular 

generate an amount of revenues well above these costs”. 

 

In most countries the local governments revenues are derived from three areas own 

sources, central government and grants. A breakdown of the components provides a 

clear picture of local government revenue sources. It should be kept in mind, 

however, that revenue sources that have been tapped, and their adequacy in meeting 

local needs, are two different things. 

 

2.2.6  Participatory Budgeting 

According to Stenberg and Lipman (2007); Budgeting is the process of deciding how 

to raise and spend money. This is the process in which people engage in debate to 

defining the balance of expenditures, investments, priorities and use for uses for state 

resources, McGee and Norton (2000). Participatory budgeting enables targeted 

spending focusing on the groups that are in need, it is also a tool for communication 

and advocacy as it gives people opportunity to air their demands thus raises  

government awareness of their needs. In Brazil, participatory budgeting broke the 

chain of bureaucratic barrier which separates society from the state and broadens the 

avenues of democracy, UNESCO (1999). 

 

IN South Africa participatory budgeting made it possible to address equity in 

allocation of resources by addressing the needs of women in the nationwide 

development budget. Participatory budgeting opens up dialogues between 
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government and citizens by recognizing the right of people to have the information 

and make demands on the state. It makes the government more transparent and it is 

potential for involvement of civil society in budgetary policy making and decision. 

 

Mushi (1981) reached a similar conclusion about the Tanzania Ujamaa programme, 

although it was supposed to foster local decision making, cooperation, it had really 

become an arm of Central government administration. It was in this context that the 

alternative community action or community participation approach emerged. Unlike 

community development this approach is openly anti-statistics, rejecting government 

sponsorship of local development and calling instead for the empowerment of local 

people. Instead of depending on governments to provide much needed technical 

expertise and resources, proponents of the community action approach urge local 

people to take own initiative. In addition they encourage local people to adopt an 

adversarial approach towards government. Instead of beigh the passive recipients of 

government aid local people should politicize their activities and actively organize to 

demand the services to which they are entitled. However, in Tanzania budgeting has 

been heavily influenced by political systems, economic theories, management 

approaches, accounting principles, and the conduct of public administration. 

 

2.2.7  Public expenditure 

Local Government Acts number 7 of 1982, give mandate to Local Government 

Authorities in Tanzania to make expenditure so as be able to provide social services 

to their people. Section 111 and 118 of the Act provide the list of functional 

responsibilities and public service to be provided by the Councils. 

 

The assignment of expenditure responsibly in Tanzania as provided by the Local 

Government Act are in four categories, which are locally provided public services, 

water supply and sanitation, local roads maintenance and agriculture extension and 

livestock  development. 

 

The second category of public expenditure local government functions which 

include; street cleaning, local parks and markets. 
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Another category is administration of the council. Activities involved are Council 

planning, financial management, Villages and mtaa administration, and other council 

operations. 

 

Other category of expenditure responsibilities assigned to the local government 

authorities are control and respond to hazards such as outbreaks of infection diseases. 

Most of operations of public finance involve transfer of purchasing power from some 

persons to others. Public revenue through taxation leads to transfer from certain 

individuals to public authorities, and then is transferred bank to other individual by 

the way of public expenditure. However, the best system of public expenditure is that 

which secures the maximum social advantage from the operations which it conducts. 

 

According to Kundra and Somashekar (2005), the government should follow the law 

of equimarginal utilities in the same manner as an individual does to attain maximum 

satisfaction out of its expenditure. The government should incur its expenditure in a 

manner that can promote the greatest good of the greatest number. 

 

2.3  Empirical Review 

Fjeldstad and Semboja (2000) conducted a study on dilemmas of fiscal 

decentralization on Local Government. The study covered on the capacities and 

constraints of the local tax administrations, especially in relation to tax design, 

revenue collection, incentive problems and service delivery. The study was 

conducted in Kibaha District Council in Coastal Region and Kilosa District Council 

in Morogoro Region. The study covered all three Council levels; the district 

headquarters, the wards and the village levels. Information was collected from a 

variety of sources and through different methods, and covered staff members of the 

tax administration, local politicians and taxpayers. In addition, data on tax revenues 

for about 50 Councils were collected from the Ministry of Regional Administration 

and Local Authorities.  Data on central government taxes were collected from the 

Ministry of Finance and Tanzania Revenue Authority, where they also interviewed 

officials on the relationship between local and central government taxation. 
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Their study found that the major administrative problem for Councils was their 

inability to realize fully the revenue due to them. The ratio between reported and 

projected revenues differs significantly. The following factors provide explanations 

for the inability: 

(i). Poor administrative capacity to enforce the taxes. Councils do not have 

adequate revenue collection personnel. There are fewer collectors than the 

number of major revenue sources such as market centers. Lack of reliable 

transport was further exacerbated the situation.  

 

(ii). Explicit and intentional tax evasion and resistance from taxpayers. Taxes 

were widely perceived to be unfair. Taxpayers see few tangible benefits in 

return for the taxes they pay.  

 

(iii). Corruption, including embezzlement of revenues. The study observed that 

fiscal corruption is extensive in local authorities. It takes many forms and 

varies by types of taxes, methods of tax collection and location.  Most 

common type of corruption is embezzlement of revenues by tax collectors 

and administrators. Factors led to theft of tax revenues were: low level of 

wages paid to staff, the complex nature of the tax structure and inadequate 

controls. 

 

(iv). Political pressure on the local tax administration to relax on revenue 

collection. This problem was a major impediment to revenue collection due 

to the fact that taxes were generally disliked and councilors who want to be 

re-elected disassociated themselves from increased taxation. In some cases 

councilors were also reluctant to raise local taxes and charges because they 

are major local landowners or business people who seek to minimize their 

personal tax burden. 

 

Awio and Northcott (2001) conducted a study on Public Sector decentralization and 

budgeting in Uganda. The main objective of the study was to see wether 

decentralization brought changes to Public Sector. Questionnaire survey was 
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conducted, interview and observation were also conducted in order to relate 

questionnares responses with what was actually obtained on the sight.  

 

The researchers found that decentralization has incresed the level of community 

participation as compared to pre – decentralization. The level of community 

involvement has increased to the extent that the local community were able to 

determine what affect them most and were able to participate in prioritizing 

activities. Participation encouraged  the motivational aspect which in turn enhance 

productivity. They argued that productivity had increased due to: sense of ownership, 

closer monitoring and opportunity offered for participation.  

 

Baker, Wallevik, Obama and Sola (2002) conducted a study on the local government 

reform process in Tanzania. Their study attempted to review the changes of the 

reform that were taking place at the regional, district and local levels.  One among 

the areas reviewed was the area of finance. They reviewed whether local authorities 

were able to increase the financial resources available to them. The study was 

conducted in Mbulu District in Arusha Region and in Zanzibar. 

 

Their study identified that LGAs have two sources of revenue: (1) Grants from the 

Central Government which is about 80 % of LGAs revenue. (2) Direct local taxes 

which include property taxes, crops and animal, business licenses, market dues etc. 

The general performance in revenue collection (direct local taxes) has not been 

encouraging and there has been a mismatch between estimates and actual collection. 

A number of reasons were attributed to this mismatch: 

(i) Estimate is put at levels which cannot be achieved. Related to this was lack of 

current and reliable data of tax sources 

(ii) The capacity to prepare realistic estimates and institute cost-effective 

collection strategies did not exist in most LGAs  

(iii) An analysis of various new revenue sources and plans for their collections 

were very rare, consequently misleading information about revenue collection 

performance was normal 
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(iv) Revenue collection methods were poor and not cost effective. It was even 

stated that in some cases the collection costs equal the amount that was 

collected 

(v) Lack of reliable data concerning taxpayers, as well as sources of revenue 

allowed tax evasion on the part of taxpayers, and cheating on the part of tax 

collectors  

(vi) No serious efforts have been made by LGAs to sensitize people about the 

importance of paying taxes. Instead threats and occasionally force were used, 

thus making direct local taxes unpopular  

(vii) LGAs lack a culture of openness in terms of information and reporting 

mechanisms, consequently taxpayers receive no feedback either through their 

representatives or through other formal channels about how their money is 

being spent. 

 

Fjedstad (2003) conducted a study on new challenges for Local Government revenue 

enhancement. The aim was to find out the extent to which revenue has been 

enhanced by Local Government Reforms. His study revealed that Councils were not 

able to collect full revenue due to them because of: (1) poor adminstrative capacity to 

access the revenue base (2) poor administrative capacity to enforce the taxes (3) tax 

evasion and resistance from tax payers (4) corruption (5) external pressure which led 

to provision of more optimistic projections and (6) political influence on the 

administration of local generated revenue. His study suggested that capacity building 

should be enhanced to administrative personnel and education be provided to tax 

payers so as to improve those administrative problems. 

 

Fjeldstad (2004) conducted a study on citizen’s views on taxation in local authorities 

in Tanzania. The survey conducted comprises 1260 respondents from Bagamoyo 

District Council, Ilala Municipal Council, Iringa District Council, Kilosa District 

Council, Moshi District Council and Mwanza City Council. It included respondents 

from 42 villages, all located in different wards, some of which were located close to 

and others more distant from the Council headquarters. 
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His study revealed that when people were asked why they pay taxes and fees, only 

23% of the respondents said that it was because people anticipated public services, 

less than 10% believed that it was because people felt obligations towards the 

government and the majority of the respondents (46% of the total sample) said 

people paid taxes because they wanted to avoid disturbances. Those responses 

indicated that the revenue collection regime was considered to be harsh and 

unpleasant by many respondents. 

 

According to Fjeldstad (2004) the most serious problem hampering tax collections 

were: (i) too high tax/fee rates (ii) dishonest collectors (iii) too many taxes/fees (iv) 

Harassment by tax collectors (v) unwilling of the taxpayer to pay tax and (vi) 

dishonest local government elected leaders. The survey data showed that the majority 

of the respondents considered poor public services to be the most important 

explanatory factor behind poor tax compliance. First, 50% of respondents say that 

taxes are not used at all to provide services. Second, 51% of respondents agree that 

people should refuse to pay taxes until services improve. Third, 73% of all 

respondents say they are willing to pay more taxes if public services are improved. 

 

Ngowi (2005) conducted a research on effect of budgetary process reform on 

economic governance. The paper provides a brief discussion on the impact of 

budgetary process reforms on economic performance and poverty reduction in 

Tanzania. He reviewed the introduction of Medium Term Expenditure Framework 

(MTEF) and Integrated Financial Management Information System (IFMIS) as part 

of the budget reforms.  

 

According to Ngowi (2005) IFMIS was introduced to strengthen public expenditure 

management systems and capacity. IFMIS is a computerized financial system which 

includes Government Ministries, Departments, Agencies and Local Authorities. The 

study found that IFMIS has improved fiscal discipline. Available data showed that 

there has been marked improvement in accountability and use of budgetary 

resources. Spending units were more accountable than before and resources being 

used more transparently. Reviews by the Controller and Auditor General (CAG), 
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indicated that there has been significant improvements in financial management at all 

levels (both central and local governments). 

 

 For example, improvements have been achieved with regard to the 114 local 

authorities audited. The share of councils receiving adverse opinion declined from 

64% in financial year ended 2000 to 35% in financial year ended 2001 to a further 

31% in financial year ended 2002. However, despite much improvement there were 

weaknesses that need to be addressed. Some of these were: non-responsiveness to 

CAG’s queries by some accounting officers and little or no action taken on officers 

suspected of embezzlement. 

 

According to Ngowi (2005) MTEF approach was first introduced by the Government 

in the year 1999/2000 as planning model for planning and budgeting following the 

Public Expenditure Review (PER) process of 1998 which had observed several 

inadequacies in budget management. MTEF has been recognized as a crucial tool for 

effective short term planning, financial transparency and proper resources allocation 

to priority areas like education, health, infrastructure and water supply. The 

objectives of introducing MTEF was: to improve the predictive value of budget 

because the budget was seen to reflect larger variance between projection and actual 

and to enhance element of budget sustainability by appropriately projecting current 

and future resources. His study revealed that: MTEF was not able to capture all 

important activities as some of them emerge during the implementation stage, the 

limited resources were not directed to the activities that resulted in improved service 

and achievement of specific objectives, there were poor sense of responsibility and 

accountability which resulted in poor revenue collection and there was inadequacy of 

transparency in the allocation of resources. 

 

Combs (2006) conducted a study to review protocols of Local Government 

management in Texas. The study identified that: (1) accounting and payroll are most 

important activities performed by Local Government and although accounting 

standards exist Local Government don’t follow those standards and instead actual 

practice were widely used and thus affecting activities of Local Government. (2) 
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there was weak internal control in Local Government to review compliance of 

established standards and procedures (3) the failure to invest in technology was a 

major issue to Local Government.  

 

Kuzilwa and Kuzilwa (2007) conducted a study on optimizing revenue collection in 

Local Councils in Tanzania. The purpose was to identify the administrative 

efficiency of revenue collection. The study was conducted in Mufindi District 

Council. 

 

According to Kuzilwa and Kuzilwa (2007) to a very big extent key principles of 

taxation and revenue collection particulary economic and administrative efficiency 

were not being observed by Local Authorities. The reason being lack of qualified 

staffs, poor estimations for revenue collection and poor record keeping on revenue 

collection. Their study suggested that amongst the area that need improvement so as 

to attain optimization is education to council staff so that they will be able to estimate 

potential revenue accurately, giving sound policy advice and keep proper records of 

the council resources.  

 

Taha and Loganathan (2008) conducted a study on causality between tax revenue 

and Government spending in Malaysia. The study utilized yearly direct tax revenues, 

indirect tax revenues and non-tax revenues of Malaysia. Their study found that the 

trend of tax collection in Malaysia was inconsistent dependent on the situation for a 

particular year. For the duration of 30 years, the total collection shows an increment 

trend except where there is an irregular economic and political condition in the 

world. The main issue emerged was that: (1) the situation of a particular year 

affected revenue collections. They found that weather condition affect crops 

production and in turn affect crop as source of revenue to the government. (2) The 

world economic condition affected revenue collection through the fluctuation of the 

world market prices which in turn affected revenue collection.  
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Salami (2011) conducted a study on issues, challenges and policy options, on 

taxation, revenue allocation and fiscal federalism in Nigeria. His study observed that 

over the last three decades, the sources of public revenue in Nigeria were proceeds 

from the sale of crude oil, taxes, levies, fines, tolls, penalties and charges. Oil 

revenues were the main source of public revenue, accounting for about 80% to 85% 

of the total revenue. In the period 2001-09, oil revenues averaged 27% of GDP while 

tax revenues averaged 6.4%. Oil revenues have been volatile, ranging from 35.6% in 

2001 to 19.6% in 2009 when oil prices dropped as a result of the global recession.  

 

In Africa, Nigeria like Algeria, Angola, Equatorial Guinea and Libya rely almost 

entirely on one single type of tax, unlike Kenya, South Africa and Mauritania which 

show a relatively balanced mix of different types of taxes. The big share of total 

Nigerian revenues was collected and retained by the federal government. For 

instance, between 1980 and 2008, about 93.9% of the total Nigerian government 

revenues were collected by the federal government. This implied that the local and 

state governments put together, collect less than 7% of Nigeria’s government 

revenues. This weak drive for internally generated revenue by the two tiers of 

government was not conducive for economic growth and prosperity. 

 

2.4 Conceptual Framework 

Uma (2003) defines the conceptual framework as a conceptual model of how one 

theorizes or makes logical sense of the relationships among the several factors that 

have been identified as important to the problem. The basic framework of this study 

is built around the conceptual model below (See Figure 2.3).  

 

The purpose of the conceptual framework is to analyze the variables which 

contribute, to the problem and hence show light on what variables do contribute on 

determine the challenges facing revenue collection and its effects on service delivery. 

In order to get the variables contributing on key statement a conceptual framework is 

essential.  
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Under this study independent variables are involvement of Stakeholders and 

accountability whereas dependent variable is revenue collection whereby LGA 

Financial Policy and Laws and Regulations being Intervening Variables. 

 

Figure 2.3:  Conceptual Model 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Researchers Own Construct 2013 

 

2.5 Research Gaps 

In comparison the revealed issues by previous studies were such as: poor 

administration capacity of the council – inadequate revenue collection personnel, 

intentional tax evasion and resistance from tax payers and corruption (Fjeldstad and 

Semboja, 2000);   political pressure, poor strategies and poor revenue collection 

methods (Baker et al, 2002); poor sense of responsibility and accountability and 

inadequate transparency (Ngowi, 2005);  weak internal control (Combs, 2006); lack 

of reliable data, multiplicity of tax and fraud  (Salami, 2011).  

 

While acknowledging the contribution of previous researchers, still there is a lot need 

to be done to improve revenue collections in local authorities. Therefore, this study 

wants to identify procedures involved in revenue collection at Ilala Municipal 

Independent Variables: 

1. Involvement of Stakeholders 

2. Accountability  

Dependent     Variable: 

-Revenue collection  

Intervening Variables 

1. LGA Financial Policy 

2. Laws and Regulations 



27 

Council; determine the level of involvement of stakeholders in revenue collection at 

Ilala Municipal Council; find out whether motivation affect revenue collection at 

Ilala Municipal Council; and determine whether accountability affect revenue 

collection at Ilala Municipal Council. 
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CHAPTER THREE 

 

RESEARCH METHODOLOGY 

 

3.1 Introduction  

Research methodology is a collective term for the structured process of conducting 

research.  There are many different methodologies used in various types of research 

and the term is usually considered to include research design, data gathering and data 

analysis. This chapter presents the overall research design, the sample, sampling 

techniques, nature as well as sources of data collection and data analysis techniques. 

 

3.2 Area of the Study 

The study was conducted at Ilala Municipal Council in Dar es Salaam Region. The 

area was chosen because it was easy to collect the required information concerning 

the study. Also the research was conducted in less cost and it is an area where the 

researcher is familiar with the environment and expect high response rate from the 

respondents. 

  

3.3 Research Design 

The study was utilized case study type of research design i.e. Ilala Municipal Council 

in Dar es Salaam Region. The case study provide the opportunity and flexibility in 

the use of data collection methods, it is possible to come up with a focused study 

where a single unit intensively studied, and the information verified on spot through 

interview, questionnaires and documentation (Saunders, et al., 2009). The study was 

aimed at determine the challenges facing revenue collection and its effects on service 

delivery particularly at Ilala Municipal Council in Dar es Salaam Region. The 

researcher was used case study due to limited time, cost in collection of data and 

availability of data for research topic. 
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3.4 Sampling Techniques 

 

3.4.1  Sample and sample size 

A sample size of 100 respondents was purposively selected from among the 

population based on their familiarity with the research topic as indicated in table 3.1 

below. 

 

Table 3.1:  Distribution of Sample Size 

Respondents Frequencies 

Management Employee 9 

Finance Department Employee 14 

Planning Department Employee 7 

Administration Department Employee 3 

Ward Executive Officers (WEOs) 19 

Village Executive Officers (VEOs) 19 

Councilors 29 

Total 100 

Source: Researchers’ Own Construct: 2013 

 

3.4.2  Sampling Techniques 

The researcher in this study uses only one type of the sampling technique to obtain 

relevant sample size which is judgmental sampling as non-probability sampling. 

 

3.4.2.1 Judgmental sampling  

Judgmental sampling as non-probability sampling was used to select Management 

Employee, Finance Department Employee, Planning Department Employee, 

Administration Department Employee, Ward Executive Officers (WEOs), Village 

Executive Officers (VEOs), and Councilors. This technique entails deliberately 

selecting cases on the basis of specific qualities. The researcher was intentionally 

select the respondents likely to yield a greater understanding of the topic selected as 

well as information rich to the problem.  
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3.5 Data Collection Methods 

During the study both primary and secondary data collection methods was used. 

Primary data collection methods that were used include questionnaires and 

interviews. Secondary data collection methods that were used are documentations. 

 

3.5.1  Primary data 

Primary data collection methods that was used include questionnaires and interviews 

as explained here under: 

 

3.5.1.1 Questionnaire 

A questionnaire is a set of questions which are usually sent to the selected 

respondents to answer at their own convenient time and return back the filled 

questionnaire to the researcher (Adam and Kamuzora, 2008). In this study 

questionnaires was used to collect information from respondents i.e. Management 

Employee, Finance Department Employee, Planning Department Employee, 

Administration Department Employee, Ward Executive Officers (WEOs), Village 

Executive Officers (VEOs), and Councilors at Ilala Municipal Council in Dar es 

Salaam Region. The reasons for using questionnaires are that they cover large sample 

at low cost, and they are free from bias (See appendix I and II as attached). 

 

3.5.1.2 Interview 

According to (Kothari, 2006), an interview is a set of question administered through 

oral or verbal communication or is a face to face discussion between the researcher 

and the interviewee respondent. Both group and individual interviews was conducted 

with respondent’s interview using both, open ended and close-ended interview 

questions. This method was enabling the researcher to supplement information from 

questionnaires.  

 

3.5.2  Secondary data 

Secondary data collection methods that was used are documentations as explained 

here under: 
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3.5.2.1 Documentation 

Documentation method was used because it was enabling the researcher to get 

readymade data and information by passing through various documents such as; 

books, journals and Annual Reports This method was especially used because it was 

helping to simplify the task of the researcher by providing statistical information 

recorded in terms of numbers and percentages and represented in tables, charts and 

graphs. 

 

3.6 Data Analysis Plan 

After data has been collected using methods listed above, the data was reduced into 

summary form. The summary was processed by using Microsoft Excel. The research 

findings was organized and presented by using words, numbers and percentages by 

using tables, charts and graphs. Data analysis and interpretation was enabling the 

researcher to get a solution to the research problem and give recommendations. 

 

3.7 Data Reliability and Validity 

In order to ascertain reliability of the study, a pilot study was conducted. 

Questionnaires were distributed to respondents. This was done to identify questions 

that might be unclear or ambiguous to the respondents. It also aims to identify any 

non-verbal behavior of the participants that may possibly show discomfort or 

embarrassment about the content or wording. Prior arrangements were made to meet 

the respondents for the pilot study; the questionnaires were given to the respondents 

to complete and return on the next day of their training. As a result of the 

recommendations made by the findings of the pilot study, a few minor changes were 

made to the final questionnaire before administering it to the selected respondents. 
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CHAPTER FOUR 

 

RESEARCH FINDINGS AND ANALYSIS 

 

4.1 Introduction 

This chapter presents details of the research results that presented and then discussed 

in light of predetermined research objectives and questions. Therefore, the analysis 

of data collected was guided and confined to the predefined research problem and 

present objective. However, this chapter consist two mainly parts, namely research 

findings presentation and analysis, and discussion of the result. 

   

4.2 Research Findings Presentation and Analysis  

The researcher studied at Ilala Municipal Council in determine the challenges facing 

revenue collection and its effects on service delivery, one hundred (100) respondents 

were interviewed. About 29% of the interviewed respondents were drawn from 

Councilors’ and 19% drawn WEO and VEO consecutively, and 14% drawn Finance 

Department Employee, 9% from Management Employee, and 7% from Planning 

Department Employee as well as 3% from  Administration Department Employee at 

Ilala Municipal Council. 

 

Table: 4.1: Distribution of Interviewed Respondents 

Respondents Categories Frequencies Percentages (%) 

Management Employee 9 9 

Finance Department Employee 14 14 

Planning Department Employee 7 7 

Administration Department Employee 3 3 

Ward Executive Officers (WEOs) 19 19 

Village Executive Officers (VEOs) 19 19 

Councilors’ 29 29 

Total 100 100 

Source: Study Findings, 2013 
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4.3 Demographic Characteristics 

 

4.3.1  Gender 

However, Table 4.2 below shows distribution of interviewed respondents by gender 

i.e. there are 50% male and 50% female. This implies that there are equal male and 

female interviewed at Ilala Municipal Council. 

 

Table 4.2: Gender of Respondents 

  Frequency Percent Valid Percent Cumulative Percent 

Valid Male 50 50.0 55.0 100 

Female 50 50.0 100  

Total 100 100.0   

Source: Study Findings, 2013 

 

4.3.2  Education to revenue payers 

As noted with table 4.3, out of 100 respondents responded to Education to revenue 

payers at Ilala Municipal Council as 60 respondents which is equivalent to 60% of 

respondents disagreed with the question and 21 respondents which is equivalent to 

21% of respondents strongly disagreed with the question. This implied that revenue 

players lacked enough education concerning revenue issues. 

 

Table 4.3:  Education to Revenue Payers 

 Frequency Percent 

Agree 8 8.0 

Neutral 11 11.0 

Disagree 60 60.0 

Strongly Disagree 21 21.0 

Total 100 100.0 

Source: Study Findings, 2013 
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Figure 4.1:  Education to Revenue Payers 

 

Source: Study Findings, 2013 

 

The researcher found that revenue payers were ignored and taken as decision takers 

rather than participants in decision making. Good example was: there were no any 

arrangements made to educate the revenue payers concerning the importance of 

voluntary payment of tax in the budget of 2009/10 and of 2010/11. Good example 

was fall of hotel levy by 30% in year 2010/11 whereby the council collected only 

Tshs. 6,048,000 instead of Tshs. 8,640,000. During an interview with revenue 

accountant the researcher identified that the fall was due to lack of sufficient 

education to hotel levy payers who did not understand why the pay the same revenue 

to council as well as to TRA. He added that although they posted public notes on 

notice boards at the council headquarter hotel levy payer said that they don’t see the 

notice and those see it complained that it was not understood by them since it was 

complicated and technical.  
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Thus, from the above findings this study identified that that low level of involvement 

of stakeholders are among factors affect performance of revenue collection. 

 

4.3.3  Corruption to revenue collectors 

As noted with table 4.4, out of 100 respondents responded to Corruption to revenue 

collectors at Ilala Municipal Council, 50 respondents which is equivalent to 50% of 

respondents agreed with the question and 35 respondents which is equivalent to 35% 

of respondents disagreed with the question. This implied that there was a sign of 

corruption to revenue collectors. Good example of existed of corruption was case no. 

243 of 2010 opened at Ilala Municipal Council between VEO of MDC and taxpayer. 

At that case, VEO demanded corruption from tax payer so as to reduce the amount 

due from that tax payer. The identified causes for corruption were: the complex 

nature of the tax structure, low level of wages to council staff and inadequate 

controls. 

 

Table 4.4:  Corruption to Revenue Collectors 

  Frequency Percent Valid Percent Cumulative Percent 

Valid Agree 50 50.0 50.0 50.0 

Neutral 7 8.8 8.8 58.8 

Disagree 35 35.0 35.0 93.8 

Strongly Disagree 5 6.2 6.2 100.0 

Total 80 100.0 100.0  

Source: Study Findings, 2013 
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Figure 4.2:  Corruption to Revenue Collectors 

 

Source: Study Findings, 2013 

 

4.4 Procedures involved in revenue collection process  

Procedures for revenue collection are under S. 26 of Local Government Finance Act 

of 1982. During an interview with cashier the researcher identified that collection of 

revenue was done by suitable person who was authorised to collect such revenue 

from each person liable for payment of such revenue – S. 26(1). 

 

Liable person was required to remit revenue to the council within a specified period. 

If liable person failed to remit such revenue a person who was authorised to collect 

such revenue was required to make follow up to that liable person – S. 26(2)b. If 

after follow up liable person failed to pay the amount due from him then the revenue 

collector was required to report the failure person to the council – S. 26(2)d 
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According to cashier authorised person was required to collect revenue either in cash 

or in cheque and bank the collected amount the day at which the amount was 

received or earier next day.  

 

The researcher found that the banking process was not took place as required. Good 

evidence was when internal auditor did suprise check and identified that for the 

period of January 2011 to June 2011 about Tshs. 4,250,000 was not banked as 

required and therefore internal auditor argued the District Treasurer to took action 

against responsible person who failed to bank the collected amount. However, the 

researcher found that suprise check was not done all the period. During an interview 

with internal auditor the researcher identified that the suprise check was not done all 

the period due to understaffed of audit section. Thus, if suprise check did not done all 

the time then there was possibility for the council to lose revenue. 

 

The researcher also observed that the same person required to collect revenue was 

the one who was responsible for banking process and provision of revenue collection 

reports. Thus, if separete job was done by the same person then there was a 

possibility to manipulate the correct amount of revenue collected.  

 

4.5 Involvement of stakeholders in revenue collection  

As noted in table 4.5, out of 100 respondents responded to the statements, 35 

respondents which is equivalent to 43.8% of respondents strongly disagreed with the 

statement and 34 respondents which is equivalent to 42.5% of respondents disagreed 

with the statement. This implied that there is involvement of stakeholders in revenue 

collection. 
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Table 4.5:  Involvement of Stakeholders in Revenue Collection 

  Frequency Percent Valid Percent Cumulative Percent 

Valid Neutral 14 14.0 14 14 

 Disagree 42 42.0 42 56 

 Strongly Disagree 44 44.0 44 100 

Total 100 100.0 100.0  

Source: Study Findings, 2013 

 

Figure 4.3:  Involvement of Stakeholders in Revenue Collection 
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Source: Study Findings, 2013 

 

4.6 Motivation on revenue collection 

As noted in table 4.6, Out of 100 respondents responded to Motivation to Revenue 

Collectors at Ilala Municipal Council, 66 respondents which is equivalent to 66% of 

respondents disagreed with the statement and 25 respondents which is equivalent to 

25% of respondents strongly disagreed with the statement. This implied that revenue 

collectors were not satisfied with the incentive given to them and therefore 

demoralized the performance of revenue collectors. 
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Table 4.6:  Motivation on Revenue Collection 

  Frequency Percent Valid Percent Cumulative Percent 

Valid Neutral 9 9.0 9.0 9.0 

Disagree 66 66.0 66.0 75.0 

Strongly Disagree 25 25.0 25.0 100.0 

Total 100 10.0 100.0  

Source: Study Findings, 2013 

 

Figure 4.4:  Motivation to Revenue Collection 
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Source: Study Findings, 2013 

 

4.7 Accountability in revenue collection  

As noted with table 4.7, out of 100 respondents responded to the accountability in 

affect of revenue collection at Ilala Municipal Council, 53 respondents which is 

equivalent to 53% of respondents disagreed with the statement and 32 respondents 

which is equivalent to 33% of respondents agreed with the statement. This showed 

that accountability in affect of revenue collection was doubtful and therefore their 

accountability was in suspicious state. 



40 

Table 4.7:  Accountability in Revenue Collection 

  Frequency Percent 

 Agree 32 32.0 

Neutral 15 15.0 

Disagree 53 53.0 

Total 100 100.0 

Source: Study Findings, 2013 

 

Figure 4.5:  Accountability in Affect of Revenue Collection 
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Source: Study Findings, 2013 
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4.8 Discussion of the study 

The discussion is very important to a researcher since it approves or disapproves the 

research questions which were set forward for verification in the field. The 

researcher discusses the following: 

 

4.9  Revenue Collection 

A large number of revenue sources have been outsourced in recent years  in different  

Municipals including Ilala Municipal  Council. They include: private collection of 

property taxes in municipal council, market fees in both rural and urban Municipal 

councils; foresty levies (until 2005) mainly in rural councils, from certain 

agricultural products in rural council; and bus stand and  paking fees. In Ilala 

Municipal Council more than one third of the councils own revenue in 2006 was 

collected by private agents (TRA Report 2005). Autonomy for revenues; and there is 

a general lack of flexibility to adjust local revenues to meet expenditure needs 

 (Dirie 2005) 

 

Revenue collection is outsourced to a range of deferent types of agents within and 

across the councils studied. Collection of market fees was outsourced to market 

associations or co-operating in the respective markets. 

 

4.9.1  Corruption 

Corruption is not a new phenomenon in Tanzania. According to Mukandala (1983), 

p. 261), the public sector in the early 1980s was ‘increasingly riddled by corruption 

and embezzlement of public funds’In tax these issues were particularly worrying 

given the need to raise more tax revenues, but also to mitigate corruption in other 

parts of public services gillespie (1993).  

 

Extensive corruption and embezzlement of public funds are documented in a number 

of report from both commercial and official sources. According to Ghuba (1998) 

Privatising tax collection is likely to reduce corruption at the collection point by 

offering mechanisms for penalizing poor collector performance. A private collector 

has in general (i) a stronger personal interest in the collection result, and (ii) more 
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effective merchanisms for poor performance on the collector. These factors 

combined may reduce corruption at the point of collection. The potential profits 

connected with such contracts can, however, encourage corrupt arrangements 

between members of the tender board and private entrepreneurs Hadler(2000). 

 

An important measure to reduce this potential problem is to ensure the capacity of 

then local government revenue administration to assess the actual local revenue base. 

Assessment of the revenue potential is still poor in many types of council in 

Tanzania including IMC and may imply that the contracted amount which is to be 

remitted to the council only represents a small fraction of the revenues actually 

collected by the agent. Such knowledge is relevant for present and future tax 

administration reforms and for the broader issue of outsourcing local government 

services. Outsourcing of revenues collection was enhanced by the guidelines on 

outsourcing local government services issues in 2001 b y the president’s office 

regional administration and local government Therkildsen (1992) 

 

The brief concludes that privatized collection offers no quick-ix to increasing a local 

government authority revenue, as well as easing administrative problem with the 

revenue  collection had increased and become more predictable for same councils 

which had outsourced revenue collection, others had experienced substantial 

problems with corruption and exception and exceptionally high profit margins for the 

private agents at the expense of accomplishing a reasonable return to the local 

government authority. However, when appropriately managed and monitored, the 

outsourcing of revenues collection can establish a platform for more effective and 

efficient local government revenue administration Thrkildsen O. (2002). 

 

4.9.2  Control Over Document 

According to Mokoro (2001) this refers to sufficient information document for future 

references on various expenditures and income. According to Chand, Moene (1990) 

original payments. Any single expenditure must be accompanied by an original 

receipt, Wood (2001). If, in rare cases, original receipts are not available, an 

explanation must be submitted with the Expenses Statement prior to processing. 
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Expenses Statements that are not properly completed and approved will be returned 

unprocessed to the employee with an explanation of the deficiency Cunningham 

(1996). All lodging and entertainment expenses and meals shared by two or more 

individuals must be supported by receipts, regardless of amount, Mwinyimvua 

(1996). 

 

Entertainment expenses and meals shared by two or more individual (regardless of 

amount) require submission of business purpose and a list of the attendees, 

Mookherjee (1998). All receipt should be secured to an 81/2” x 11” sheet of paper 

and attached to the Travel and/ or Entertainment Expense Statements. In the event 

that a receipt is lost or unavailable, the missing Receipt Affidavit Form must be 

completed and attached to the appropriate expense statement, Gehlbach (2001). In 

accordance with IRS Accountable plan regulations, reimbursements must be 

submitted within 60 calendar days after business related expenses are incurred to 

avoid being included as wages for tax purposes. Reimbursements processed 60 days 

from the date the expense was incurred will be added. 

 

4.9.3  Service Delivery 

Eriksson, Majkgard and Shaman (1999), defined service delivery as the conformance 

to requirements between buyers and sellers. Ghobadian, speller and Jones (1994), 

described requirements in a service delivery organization as a measure of the extent 

to which the service delivered meets the customer’s expectations. Service delivery is 

defined as the degree of discrepancy between customers’ normative expectations for 

the service and their perceptions of the service performance (Parasuraman et al., 

1988) 

 

The quality of a service is consequently alleged to be a function of employee- 

customer contact making service personnel important in this context. However, the 

delivery of quality services is more difficult to determine, hence making its 

measurement less than comprehensive (Eriksson, Majigard and Sharman, 1999). 

However PHILIP AND Hazlett, (1997) have greatly emphasized the need to 
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understand the role of expectations. Service delivery has been described as the ability 

of the organization to meet or exceed, customer, parasuraman (1998. 

Customer expectations may be defined as the desire and wants of consumers, what 

they feel a service provider should offer rather than would offer. 

 

Gronroos (1984), service delivery is resulting from an evaluation process where 

customers compare their expectations with the service they perceive to have 

received. The high quality of service is more important than price in differenting a 

service firm from its competitors and is fostering customer loyalty (Kandampully and 

Suhartanto, 2003). Quality Service delivery has been recognized as highly important 

for satisfying and retaining customers. (Sprengetal. 1996;  

Reichheld and Sasser, 1990). 

 

Public organizations therefore pay more attention to service improvement (Jun et al, 

1998). A modified version of service determinants proposed by parasuraman, Berry 

and Zeitahaml 1985, include reliability, responsiveness, customization, credibility, 

competence, access, courtesy, security, communication, tangibles, understanding and 

knowing customers which were condensed into five dimensions. These include 

reliability, responsibility, empathy, assurance and tangibles. The judgment of these 

dimensions result into an evaluation of quality service delivery.service organization 

generally lags behind their manufacturing counterparts when it comes to embracing 

total quality management and continuous improvement strategies. This may be 

largely attributed to the inherent characteristics, which are commonly associated with 

services, which include the inseparability of production and consumption. Service 

delivery is considered a critical determinant of competitiveness (Lewis, 1988). 

Quality service delivery can help an organization to differentiate itself from other 

organizations and through it gain lasting competitive advantage (Moore, 1987). High 

quality of service is considered an assential determine of the long-term profitability 

not only of service organizations, but also of manufacturing organizations 

(Margolies, 1988). 
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According to the technical assistance research project (TARP), it costs about four 

times to attract public service consumers. Their research indicates that six times more 

people hear about a negative customer service experience than hear the positive one. 

Positive word of mouth can have a devastating impact on the credibility and 

effectiveness of organizations efforts to attract new customers. 

 

Customer’s service expectations are constantly rising; while their tolerance for poor 

service is declining as a result customers are increasingly likely to migrate to 

competitors with a perceived higher service quality. A large number of revenue 

sources have been outsourced in recent years in different Municipals including Ilala 

municipal. They include: private collection of property taxes in municipal councils, 

market fees in both rural and urban Municipal councils; forestry levies (until 2005) 

mainly in rural councils, from certain agricultural products in rural councils; and bus 

stand and parking fees. Ilala municipal council more than one third of the councils 

own revenue in 2006 was collected by private agents (TRA Report 2005). 

Revenue collection is outsourced to a range of deferent types of agents within and 

cross the councils studied. 

 

4.10  Relationship between Revenue collection, Corruption and Service 

delivery. 

The Australian Auditing Standard (ISA 400) distinguishes the policies and 

procedures  regarding revenue collections that is designed to provide reasonable 

assurance of operations, reliability of financial reporting and compliance with 

applicable laws and regulations (COSO, 1992). Bodnar and Hopwood (1998), these 

procedures and policies are the process designed to provide reasonable assurance 

regarding the achievement of objectives in, reliability of financial reporting, 

effectiveness and efficiency of operations, and compliance with applicable laws and 

regulations to ensure that the personnel possess the expected integrity, ethical value 

and competence. Tener (1998) agrees that effective collection of revenue enhance an 

organizations performance and hence effective service delivery. He emphasizes 

appropriate disciplinary action, where an employee does not comply with an 

organization policy. According to Yongren (1999), the organization is greatly 
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influenced by the extent to which individuals recognize that they will be held 

accountable. These represent management’s overall attitude, awareness and action 

regarding the service delivery, which is resulting from an evaluation process where 

customers compare their expectations with the service they perceive to have 

received. The highly quality of service is more important than price in differentiating 

a service firm from its competitors and is fostering customer loyalty (Kandampully 

and Suhartanto, 2003). Quality service delivery has been recognized as highly 

important for satisfying and retaining customers. 

(Sprengetal. 1996; Reichheld and Sasser, 1990). 

 

4.10.1  Relationship between Revenue collection and Service Delivery. 

Cosserat (1999) argued that resources at any level in the organization must possess 

the   knowledge and skills needed and the mix of intelligence, training and 

experience required to develop that competence. Ghabadian, Speller and Jones, 

(1994) described quality service delivered in a organization as a measure of the 

extent to which the service delivered meets the customer’s expectations. The quality 

of a service is consequently alleged to be a function of employee customer contact 

making service personnel important in this context. 

 

The emerging view is that competent people will tend to do the job right. They will 

need less supervision and will interpret the laws regulations correctly (Cosserat, 

1999). Coso (1992), Cosserat (1999), all agree that for the collection of revenue to be 

effective, policies and practiced must implemented fully to ensure that the personnel 

possess the expected integrity, ethical value and competence. That such practice 

include developing appropriate recruiting policies, screening propective employees, 

developing training policies that communicate prospective roles and responsibilities, 

exercising disciplinary action for violations of expected behavior, evaluating, 

counseling and promoting people based on periodic performance appraisal 

implementing compensations programs that motivate and reward superior 

performance while avoiding disincentives to ethical behavior. Effective service 

delivery should be supported by the willingness to help customers and provide 

prompt services (Pizam and Ellis, 1999). It is the ability to deal effectively with 
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complaints and promptness of the service (Ghobadian, et al, 1994). Customers expect 

service providers to be responsible and always prepare to meet their requests. 

Although customers may acknowledge that errors and problems may occasionally 

occur, service employees are expected to respond to customers needs in a 

constructive and considerable manner. Providing superior service delivery requires 

creating a distinct relationship between what the customer wants and what the 

company provides or relationship between customer requirements and assential 

business elements (Sultan and Simpson 2000). 

The effective revenue collection is very important as one component of service 

assurance. 

 

4.10.2  Corruption and Service Delivery 

Aren and Loebbecke, (1994) accept that corruption is the most important aspect and 

determinant of quality service delivery. They argue that, if managers are not corrupt 

and trustful, other controls can be absent. This will lead to efficiency of revenue 

collection and compliance with laws and regulations and the services will be 

provided to the best level. 

 

Honest people are able to perform at a high level even there are few other contros to 

support them. Even if there are numerous other controls, incompetent or dishonest 

people can reduce the system into shambles. Because of the importance of revenue 

collection, there should be trustful personal in providing effective services, the 

methods by which persons are evaluated, promoted and compensated are an 

important part of the ant corruption and if well handled should result in effective 

service delivery.  

 

4.10.3  Revenue Structure 

At Ilala Municipal Council sources of revenue were divided into two main sources 

namely; External revenue sources (Other sources) and Internal revenue sources (Own 

sources). Other sources included Central Government Grants, Donor Grants and 

Borrowings. In case of own sources which was the focus of this study the sources of 

revenue included taxes, fees, licenses and charges. The study found that a number of 
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levies were referred to as charges although they were in reality taxes, since no 

service was rendered directly and exclusively to the payer. In addition, a wide variety 

of fees for forms and permits existed. Some taxes are levied on a daily basis, others 

biannually or yearly, others are imposed on individual ‘transactions’. For instance, 

hunting licenses were levied per animal. Market fees were in general levied daily on 

people selling their goods at market places. Crop ceases were levied on the sale of 

major crops such as maize and cotton, etc. Thus, in this study the concept ‘tax’ 

included taxes, licenses, charges and fees, unless otherwise stated. 
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Table 4.8:  Revenue Structure of IMC  

Tax Sources Non Tax Sources 

Licenses Fees and Charges Other Revenue 

1. Cotton cess 

2. Other crop cess 

3. Livestock cess 

4. Land tax 

5. Service levy 

6. Guest house levy 

7. Fish Levy 

8. Service levy 

9. Salt cess 

 

1. Business license 

2. Intoxicating liquor license 

3. Foreign liquor license 

4. Local liquor license 

6. Hunting license 

7. Gun holding license 

 

1. Market fees 

2. Entertainment fees 

3. Advertising board fee (billboards) 

4. Cattle market charge 

5. Abattoir (slaughter) fee 

6. Business license application fee 

7. Tender application fee 

8. By-law permit charge 

9. Hire of plant fee 

10. Cultural games fee 

11. Skin and hides fee 

12. Forestry product fee 

13. Bus stand fee.  

14. Cigarette fee.  

15. Toilet fees.   

16. Tourist hunting fee 

1. Land rent and service charge 

2. Rent from council’s houses/buildings 

3. By-law fines 

4. Hire of plants and vehicles 

5. Conference Hall rent 

 

Source: Study Findings, 2013 



50 

4.10.4  Identification of Revenue Sources 

Revenue collection process took place after the identification of sources of revenue 

during the budget process.  Identification of sources of revenue started at the 

departmental level, then tabled to the meeting of Council Management Team (CMT) 

for discussion and technical advice, then went to the Finance Committee meeting for 

suggestions and approval and finally tabled to the Full Council meeting for final 

approval. Identification of sources of revenue was done by reviewing past and 

current sources so as to come up with proper sources of revenue for the particular 

financial year. The base for identification was normally historical data. Thus the 

main sources of data for identification of revenue sources were previous year’s 

revenue sources. 

 

4.10.5  Revenue collection trend 

Ilala Municipal Council experienced a decreasing trend of actual revenue collection 

from 2007/08 to 2010/11. Revenue estimates in 2007/08 was Tshs. 1,272 million, 

actual revenue collection was Tshs. 985 million which is equivalents to 77% of 

estimates. Revenue estimates in 2008/09 was Tshs. 1,988 million, actual revenue 

collection was Tshs. 1,428 million which is equivalents to 72% of estimates.  

Revenue estimates in 2009/10 was Tshs. 2,289 million, actual revenue collection was 

Tshs. 1,604 million which is equivalents to 70% of estimates and revenue estimates 

in 2010/11 was Tshs. 2,236 million, actual revenue collection was Tshs. 1,502 

million which is equivalents to 67% of estimates (See table 4.9). 

 

Table 4.9:  Yearly Revenue Collection  

Financial 

Year 

Revenue Estimates 

(Figure in TZS 

millions) 

Actual Collections 

(Figure in TZS 

millions) 

Estimate 

Percentage 

2007/2008 1,272 985 77 

2008/2009 1,988 1,428 72 

2009/2010 2,289 1,604 70 

2010/2011 2,236 1,502 67 

Source: Study Findings, 2013 
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Figure 4.6:  Trend of Revenue Collection from Financial Year 2007/08 to 

2010/11 

 

Source: Study Findings, 2013 

 

4.10.6 Revenue collection system 

At Ilala Municipal Council the collection system of own sources revenue were 

organised in two ways: collection by using council staff (internal collection) and 

collection by using private agents (outsourcing collection). 

 

4.10.6.1 Collection by using council staff 

Under this way the collection of own source revenue was organised in three levels 

namely the council headquarter, the ward and the village level. At the council 

headquarter the responsibility of revenue collection rested with finance department 

headed by Council Treasurer, at the ward level the responsibility rested with ward 

office headed by Ward Executive Officer (WEO) and at the village level the 

responsibility rested with village office headed by Village Executive Officer (VEO).  
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The study found that the staffing situation at the Council Headquarter which was 

under the finance department was characterized by understaffing and lack of 

qualified personnel. The department has 15 staff members. 1 staff has Certified 

Public Accountant (CPA), 2 staff has degree in accounting and 2 staff has advanced 

diploma in accounting. The remaining 8 staff has certificates in accounting and 2 

staff has no formal training in accounting. Revenue section was the section which 

was responsible with the task of revenue collection. The section has only two staff: 

Revenue Accountant and Cashier. During an interview with revenue accountant it 

was found that the council used other staff from other departments in terms of task 

forces and also used VEOs, WEOs and Forest Officers to assist in the work of 

revenue collection.  

 

4.10.6.2 Collection by using agents 

Under this system, council collected some of own source revenue through agents 

(Outsourcing). Agents were contracted to collect revenue on behalf of the council. At 

Ilala Municipal Council revenue sources which were outsourced included: Public 

toilets, Billboard fees, Market fees, Bus stand fee, Fish Levy and Salt levy.  

 

Clarifications from the Municipal Treasurer (MT) revealed that revenue collection 

was outsourced due to a number of reasons: (1) Revenue enhancement and 

predictability. Outsourced revenue sources were those considered by the council to 

be the most problematic and/or costly to collect. By left the problematic sources to 

agents the council concentrated its enforcement on the remained revenue sources, 

therefore the yield from these sources were therefore likely to increase 

simultaneously. (2) Cost effectiveness and reallocation of council staff. Outsourced 

revenue implied lower administrative cost for the council by shifting the collection 

cost to agents rather than utilizing council cost and staff for the same purpose, thus 

reducing operational cost of the council. (3) Monitoring of agents. Monitoring of 

agents becomes easy because agents work under the contract which they entered with 

the council. (4) Corruption. Through the use of agents the council overcomes the 

problem of corruption which existed between dishonest council staff and payers of 
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revenue sources. (5) Political interference. Politicians have less interference in the 

day to day collection of revenue. 

 

4.10.7  Outsourced Revenue Sources 

According to the table 4.10 bellow, the study found that before floating a tender the 

council is required to conduct an assessment to determine the revenue potential to 

make sure that the bidder will be within the council assessment estimates. This was 

identified during an interview with council revenue accountant and according to him 

the assessment is not always conducted due to financial constraints. For instance, for 

the tender which was announced in May 2009 no assessment was conducted to 

determine the revenue potential. Therefore the agents were awarded tender of 

revenue collection without the council have a clear base for award which could be 

obtained through assessment.  

 

The study also identified that sometimes it occurred that the assessment was being 

conducted but was poor assessment. According to 2 revenue section staff 

interviewed, poor assessment of revenue potential before award of tender to agents 

led to the engagement of unqualified agents, consequently, the council received less 

revenue than what was expected. The staff interviewed also pointed out the problem 

of political intervention in the tendering process. According to them, politicians are 

interested to get the tender of being the agents through the use of other people whom 

directly you can see that they are not related with politicians but indirectly they are 

closely related with those politicians. Therefore in order to win tender, several times 

politicians attempted to put their arms on selection of agents. Council minutes dated 

11/07/2008 noted the rejections of councilors to agree with selection of some agents 

even though the tendering process have been conducted by technical people. This 

proved the influence of politicians in selection of agents. 

 

In connection to that, during tendering process the bidder was also required to 

provide evidence of collateral as security which aimed to ensure that the council not 

lost revenue if the contractor defaulted. During an interview with council attorney it 

was found that some agents provide fictitious evidence of collateral which failed to 
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work out when agents defaulted. Also the findings from the CAG report of 

2008/2009 showed that the amount not remitted by agents to the council amounted to 

Tshs. 5,245,000 and were no any actions such as legal actions which were taken to 

force the agents to pay the debts and therefore the auditors urged the council to take 

legal actions against the defaulters. 

 

Table 4.10:  Outsourced Revenue Sources 

Council Revenue Sources Collected by Private Agents 

Ilala Municipal Council - Public toilets 

- Billboard fees 

- Market fees  

- Bus stand fee 

- Fish Levy 

- Salt levy 

Source: Study Findings, 2013 
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CHAPTER FIVE 

 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

5.1 Introduction 

This chapter entails the summary of the findings, conclusion, recommendations and 

area for further research that emanating from the findings of the study: 

 

5.2 Summary of the study findings 

Finding of this study interpreted that, Procedures for revenue collection at Ilala 

Municipal Council is under S. 26 of Local Government Finance Act of 1982. During 

an interview with cashier the researcher identified that collection of revenue was 

done by suitable person who was authorised to collect such revenue from each 

person liable for payment of such revenue. 

 

However, during the interview on Education to revenue payers at Ilala Municipal 

Council only 60% of respondents disagreed which implies that revenue players 

lacked enough education concerning revenue issues. Notably, 66% of respondents 

disagreed on motivation to revenue Collectors which implies that revenue collectors 

were not satisfied with the incentive given to them and therefore demoralized the 

performance of revenue collectors.  

 

Also 50% of respondents agreed that there is Corruption to revenue collectors at Ilala 

Municipal Council which reduce the amount due of revenue collection from that tax 

payer but the identified causes for corruption were: the complex nature of the tax 

structure, low level of wages to council staff and inadequate controls 

 

Moreover, on revenue collection system at Ilala Municipal Council organised in two 

ways i.e. collection by using council staff (internal collection) and collection by 

using private agents (outsourcing collection) 
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5.3 Conclusion 

Sustained development in local governments cannot grow from an institutional 

framework, which perform poorly in revenue collection. However, attempts to raise 

additional revenues from poorly designed taxes, cumbersome procedures, poorly 

motivated staff, low level of stakeholder involvement and poorly accountable staff 

may aggravate the performance of revenue collection. Moreover, a complex revenue 

collection system does not mean that more revenue will be collected; rather a simple 

collection system is likely to improve performance of revenue collection. Further, it 

is unrealistic to expect that the present staffs employed in local governments have 

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

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

restructuring of the current revenue system combined with capacity building and 

improved integrity, increased autonomy may cause greater mismanagement and 

corruption in local authorities. It is beyond doubt that significant changes and 

restructuring are necessary to improve performance of revenue collection in local 

authorities. Changes and restructuring should include: redesigning the current 

revenue structure; considering alternative sources of revenue; reforms of revenue 

policy; considering other valid goals; formation of clear policy on compensation and 

transparency enhancement. 

 

5.4 Recommendation 

This study recommended that in order to improve performance of revenue collection 

the following were issues to be considered: (1) Redesigning the current revenue 

structure (2) Considering alternative sources of revenue (3) Reforms of revenue 

policy (4) Considering other valid goals (5) Formulation of clear policy on 

compensation and (6) Transparency enhancement. 

 

5.4.1 Redesigning the current revenue  

Improved tax administration can not compensate bad tax design. Thus, reforming the 

tax structure should precede the reform of tax administration since there is no room 

of making a bad tax system work somewhat better. In redesigning the tax structure, 
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the following options should be considered:  abolition of unsatisfactory local taxes 

and improvements of revenue bases.  

(i). Abolition of unsatisfactory local taxes- Given the poor performance of 

many local taxes, any redesigning of tax structure should include the 

abolition of a large number of these taxes. Large number of taxes is costly to 

enforce, and led to widespread of tax resistance. A redesign should also 

include the abolition of nuisance taxes that cost more to enforce than what 

they yield in terms of revenues. In this context it is logical to appoint 

competent revenue collection agencies so as to overcome the challenges of 

costs as well as personnel. 

 

(ii). Improvements of revenue bases-There are a need to simplify the license and 

fee structures by reducing the number of rates and coverage. To avoid double 

taxation and conflicts, establishment of clear uniform rates on taxes is 

necessary so as to minimize distortions.  

 

5.4.2  Considering alternative sources of revenue.  

Drop in revenues from economically sensitive sources that led to budget shortfalls 

and deficits is the concern of many finance officers such as District Treasury. The 

situation was made worse by problems encountered in the revenue collection such as 

cost, resistance from taxpayers and inadequate revenue collectors. While reductions 

in spending could be part of the solution to the fiscal problems of local governments, 

expenditure demands have also increased. Thus, a result of this situation, many local 

governments should consider the adoption of alternative sources of revenue to boost 

sagging collections.  

 

The following criteria could be used in evaluating alternative revenue options. The 

criteria provide a means by which each could be measured against the goals of 

revenue policy; they could also force local government policy makers into explicit 

choices when selecting one alternative over another.  

(i). Economic Efficiency-This criterion is concerned with the possibility that the 

imposition of a tax or a change in the tax rate or base will result in a change 
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in the relative price of a good or service sold in a jurisdiction and have an 

effect on private economic choice. A change in relative prices could cause 

consumers to shop elsewhere for goods and services or cause business and 

individuals to alter their location choices. If businesses and/or individuals 

alter their decisions, the tax is said to create efficiency costs. The price 

elasticity of demand for a good measures the sensitivity of demand to 

changes in price. The higher the price elasticity of demand for a good, the 

more sensitive demand will be to changes in price. The price elasticity of 

demand for a good is determined by the availability of substitutes. The more 

substitutes for a good available, the higher will be the price elasticity of 

demand for that good, thus, that good are a less likely candidate for taxation. 

If demand for a good is price inelastic, demand will be unaffected by price, 

and there will be little need to be concerned about the effect of the effect of 

the imposition of tax on such good, as there will be little effect on demand of 

that good. It is possible to calculate the price elasticity of demand for a wide 

range of goods, but local governments in the process of evaluating their 

revenue structures rarely do so. In order to minimize efficiency costs, taxes 

could be imposed on goods with price-inelastic demand. Efficiency costs 

could also be minimized when broad-based or flat-rate taxes were imposed.  

 

(ii). Equity- This criterion is concerned with the effect that a tax change will have 

on equity between individual tax payers. The important question to answer is: 

Who bears the burden of the tax? One of the basic goals of revenue policy is 

to design an equitable tax and revenue system. Two approaches could deal 

with this issue. The first approach involves the application of the so-called 

“benefit principle,” while the second approach rests on the “ability to pay” 

principle. Applying the benefit principle, an equitable revenue system is 

considered to be one in which each taxpayer contributes in accordance with 

the benefits he or she receives from public services. The ability-to-pay 

principle, on the other hand, requires that taxpayers contribute to the cost of 

public services in line with their ability to pay. Although the benefit principle 

is utilized as justification for the imposition of fees or charges for certain 
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types of public services, the ability-to-pay principle is widely accepted by 

economists as the appropriate guide to the determination of equity for 

revenue policy purposes. The ability-to-pay approach utilizes two rules in the 

determination of equity among taxpayers that are important to this analysis. 

The horizontal equity rule requires that people with equal incomes pay the 

same amount of taxes, while the vertical equity rule requires that people with 

greater incomes pay a higher proportion of their incomes as taxes. Generally 

speaking, the use of a graduated (progressive) tax structure improves vertical 

equity, while the use of flat-rate tax structure is better for horizontal equity. 

Progressivity, proportionality, and regressivity are important equity concepts 

used in describing the burden of a tax or group of taxes across income levels. 

Progressivity refers to a situation in which taxes as a proportion of income 

increase as income increases. Proportionality occurs when taxes as a 

proportion of income are the same for all individuals. Regressivity refers to 

the case where taxes as a proportion of income decline as incomes increases. 

In evaluating equity on tax it is important to determine the effect of a tax on 

disposable income; i.e., what amount of purchasing power was taken away by 

the tax. Thus, in considering alternative sources of revenue LAs should 

consider criteria of equity. 

 

(iii). Administration-This criterion is concerned with the administrative burden of 

a tax. Several questions should be answered, including: (1) is the tax easy to 

evade? (2) What does the tax cost to administer? (3) Who pays the cost of 

administering the tax? And (4) what is the cost of administration of 

alternative taxes? The point of this exercise is to ensure the efficient 

collection of taxes and other revenues. Failure to accurately estimate the 

burden of administering new taxes or other revenues could lead to a situation 

in which the cost of administering a tax exceeds the cost of alternative taxes 

or exceeds the revenue collected from the tax.  Determining the cost of 

administering new taxes may be difficult without detailed study. Therefore 

detailed study need to be conducted so as get detailed information on tax 

administration. 



60 

(iv). Political/Legal Considerations- In evaluating a specific tax option it is 

important to consider public attitude but at the same time follow the legal 

steps necessary for its imposition. Once a new tax has been adopted, there is 

possibility that legal difficulties related to this option will raise other things 

such as conflicting interpretations of statues or challenges on the grounds of 

discriminatory taxation. The experience of other jurisdiction in these matters 

may assist a local government in gauging the like hood of such a situation 

occurrence. 

 

(v). Yield and Elasticity- It is important to note that higher yields are often 

possible at lower rates if a broader base is used. The elasticity of a tax 

measures the responsiveness of the tax revenues to changes in the underlying 

base of the tax. A key question to answer is: will revenues generated by the 

tax match the growth in expenditures? In order to answer this question it is 

important to examine the elasticity of the tax and of the expenditure structure. 

Graduated (progressive) tax rates could increase the elasticity of a tax, while 

flat rates often resulted in limited revenue growth.  

 

5.4.3  Reforms of Revenue Policy 

Revenue policy, in its simplest form, represents the set of decisions made regarding 

the raising of revenues to fund the operations of government, and is reflected in the 

taxes, fees and user charges imposed within a particular jurisdiction. Many local 

governments lack a formal, comprehensive statement of revenue policy; their tax and 

revenue actions are made, instead, on an ad hoc, fragmentary basis. Ideally, revenue 

policy should reflect a community’s fundamental values, such as the desire to ensure 

that the living standards of elderly and/or low-income earners are not adversely 

affected by rising tax bills.  

 

Why reform the current revenue policy? Reforms are often proposed as a means of 

defusing a fiscal or political crisis. For example, the financial crisis (an economic 

slowdown) could force many local governments to review and revise their existing 

revenue structures in order to generate sufficient funds to meet growing expenditure 
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demands. Another typical example of reform could be when a local government 

responded to growing complaints about rising of tax bills by attempting to diversify 

the jurisdiction of revenue base and reduce its dependence on central government. 

Revenue policies could also be reformed because one feature of the tax and revenue 

system has fallen out of line.  

 

The followings are things to consider in reforms of revenue policy: 

(i). Political Acceptability-Taxpayers expect fairness in the distribution of the 

tax burden and of how that burden is allocated. To increase taxpayer 

understanding of the tax and revenue system, complexity should be kept to a 

minimum and the assumptions underlying the revenue policy made explicit. 

Politically acceptable revenue policy should to a certain extent reflect local 

tradition and political attitudes. Prior to altering existing revenue policy, a 

review of the political environment should be conducted. An important 

component of this review is an examination of existing revenue capacity and 

revenue effort, including comparisons with other jurisdictions if such data are 

available. Evaluating local revenue capacity and effort can reveal citizens’ 

attitudes and preferences towards taxation and the level of taxation that they 

are willing to bear. 

 

(ii). Revenue Adequacy and Stability-The revenue structure should provide the 

government with sufficient revenues to finance desired public services. 

Creating equilibrium between the growth of revenues and the activities that 

governments finance is not an easy task, but is a worthwhile objective. Since 

revenue adequacy is a major concern of local government therefore revenue 

structure should be made predictable. 

 

(iii). Revenue Diversification-Diversity in the revenue structure is desirable for 

political and social reasons. A diversified tax base with a balance between the 

different classes of taxes is desirable because it allows lower tax rates, 

improves economic efficiency and is less vulnerable to economic shifts. To 
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achieve this aim, linkages between tax policy and planning should be taken 

into consideration.  

 

(iv). Equity-The distribution of the tax burden and the benefits of public services 

should be equitable. Horizontal equity requires that the treatment of persons 

in similar economic circumstances be equal. Vertical equity requires fairness 

in the distribution of liabilities among persons in different circumstances. 

 

(v). Economic Neutrality-The tax and revenue system should maintain economic 

neutrality, promoting growth and the efficient allocation of the economy’s 

resources. The goal here is to minimize unintentional interference with 

private economic decisions in the process of raising needed revenues. 

 

(vi). Administrative Feasibility-The complexity and cost of collection of 

revenues must be considered prior to adoption of a particular tax or revenue 

source. Compliance should be made simple, certain and inexpensive for the 

taxpayer, and administration easy and economical for the tax collector. 

(vii). Political Accountability-Increases in local taxes or other revenues should be 

the product of deliberate legislative action and not inherent structural features 

of the tax and revenue system that result in automatic rate hikes. This 

consideration aimed at ignoring the culture of increasing tax rate each year.  

 

(viii). Exporting the Tax Burden-Tax exportability can be defined as the ability to 

levy taxes or other revenues in such a way that the burden is borne by 

taxpayers outside of the jurisdiction of the local government. Exporting the 

tax burden is a desirable goal because it lessens the burden on a local 

government’s residents. Hotel accommodations and retail sales taxes are 

generally the most exportable.  
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5.4.4  Considering other valid goals 

A local government revenue policy should reflect other goals of the community so 

that these goals may not conflict with other policy goals.  Failure to consider other 

goals could lead to future fiscal and/or economic difficulty, particularly if decisions 

are made without considering other goals. The following are issues to consider in 

considering other valid goals: 

(i). Linkage with fiscal policy-Revenue policy should be linked with fiscal 

policy. An evaluation of revenue policy should not be undertaken without an 

evaluation of expenditure policy. The concern being that revenue structure 

continues to generate sufficient revenues to meet future spending 

requirements, while meeting other revenue policy goals. 

 

(ii). Linkage with Economic Development Strategy-The revenue policy in 

place in a local jurisdiction directly affects the business climate and economic 

development efforts. Policy makers need to understand how the current 

revenue structure affects the economy and how proposed changes may 

improve or hinder future economic activity and take into account the 

interaction between taxation and economic activity when adjusting local tax 

rates.  

 

5.4.5  Formation of clear policy on compensation 

A clear well thought policy on compensation is needed in any local authority. The 

objective of any compensation function is to create a system of rewards that meets 

the needs of the employer and the employee alike. The desire outcome is an 

employee who is attracted to work and motivated to do a good job. The following are 

criteria for an effective compensation system which would be considered when 

formulating a compensation policy: 

(i). Adequate- How much a particular employee should be paid? The answer to 

this question is influenced by external factors, such as government minimum 

wage determination and collective bargaining and agreements at the sector 

level, as well as external factors, such as job requirement, organisation 
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strategy, and financial position of the organisation - what the organisation can 

afford to pay.  

 

(ii). Equitable-Each person should be paid fairly in line with the job requirements 

and his or her effort, abilities, and skills, as well as in relation to other jobs in 

the organisation and the external job market. Organisation should establish an 

equitable pay system that will attract, retain and motivate staff. 

 

(iii). Balanced-A best mix of intrinsic rewards (such as promotion and opportunity 

for advancement), extrinsic rewards (monetary rewards such as basic pay and 

benefits) and incentives should form a total of compensation system that 

provides a reasonable package to employee. 

 

(iv). Cost effective-A wage bill and incentive cost is usually the largest 

expenditure items of an organisation, the pay policy should take into account 

what the organisation can afford. It should, however, still attract and retain 

competent staff. 

 

(v). Performance related-Pay can motivate effective and productive work. Local 

authority can achieve performance related system by providing incentive and 

benefit schemes. Incentive are rewards that are received for good 

performance (employee is paid to over and above of what he/she suppose to 

do) while benefit is a package which is necessary to employee out of salary 

either in cash or in kind e.g. housing, transport, health care e.t.c. 

 

(vi). Acceptable to the employee-The employee should understand the pay 

system and feel that it is reasonable and equitable system for organisation and 

for employee himself or herself. If employee understands the pay system then 

he/she can be attracted to work and motivated to do a good job. 
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5.4.6  Transparency Enhancement 

Local Authorities publish information on revenues collected and allocations of funds 

as they are obliged by Local Authority Financial Memorandum 1997. At present, 

much of this information did not reach or was not understood by the general public.   

Public notice in newspapers or posted on notice boards at the council headquarter 

were often presented in a relatively complicated and in technical way, which make 

them inaccessible to ordinary citizens. Many people did not take interest in reading 

notices and newspapers. An important challenge, therefore, were to provide 

information on fiscal issues in ways which would be understandable and which 

would reach the general public.  

 

The successful dissemination of information on HIV/AIDS prevention could provide 

useful lessons on how to design and disseminate information on revenue issues to the 

community. Written and oral methods of dissemination should be combined, 

including information posted at services outlets such as dispensaries and schools and 

at village and ward offices. More active use of leaders such as VEOs and WEOs to 

communicate such information to citizens could pay high dividends 

 

Improved information to revenue issues could improve opportunities for citizens to 

exercise their voice and hold local authorities accountable. It was, however, 

important to stress that encouraging citizens and civil society to engage in revenue 

issues could contribute to improved revenue collection system.  

 

5.5 Area for further research 

In LAs the importance of own sources revenue as a major source of revenue will 

most likely continue to increase. Revenue enhancement will therefore continue to be 

a primary goal of revenue reforms, as a measure to reducing budget deficits. Thus, 

looking ahead, and keeping in mind that any revenue enhancement depend on 

improved collection system then there is a need to conduct a study of better 

understanding on revenue collection system. 
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This study also call a study on better theoretical and empirical understanding of local 

government revenue structure so as to avoid a structure that is complex, poorly 

understood by both tax administrators and taxpayers, creates numerous opportunities 

for corrupt behaviour, involves coercion in the collection of and provides a poor 

basis of revenue sources. 

 

There is a also a need to conduct a study on why some local government performed 

better in terms of revenue collection while others performed poor in spite of the fact 

that they operate at the same environment so as to come up with lesson which will 

help the outperformed ones to learn how they can improve their performance in 

revenue collection.  

 

Given the fact that this study was conducted at Ilala Municipal Council, similar study 

called to be conducted in other districts. This may reveal insights that the current 

study was not able to cover. 
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APPENDICES 

 

Appendix 1:  Questionnaires to Management and Non–management Employees 

PART A: Respondent’s Demographic Profile (Please tick (v) where 

appropriate) 

1. Gender  

(i). Male        (           ) 

(ii). Female        (           ) 

 

2. Age Group  

(i). 118 – 30       (           ) 

(ii). 31 – 40       (           ) 

(iii). 41 – 50       (           ) 

(iv). 51 – 60       (           ) 

(v). Above 60       (           ) 

 

3. Education Level 

(i). Degree        (           ) 

(ii). Diploma       (           ) 

(iii). Secondary       (           ) 

(iv). Primary       (           ) 

(v). None        (           ) 
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PART B: Instructions: Give your opinion on whether you (1) Strongly 

Agree (2) Agree (3) Neutral (4) Disagree and (5) Strongly Disagree by ticking 

(V) at the appropriate statement. 

 

Revenue Collection Procedures 

S/N  (1) (2) (3) (4) (5) 

1. Is better to use council head quarter staffs to collect 

revenue (cotton) than the use of VEOs and WEOs 

     

2. Is better to use council head quarter  staffs to collect 

revenue (market dues) than the use of agents 

     

3. If VEOs and WEOs will be used to collect revenue 

(market dues) instead of agents revenue collection will 

increase 

     

4. Council head quarter staffs perform well their duties of 

revenue collection 

     

5. Agents of revenue collection perform better their 

duties of revenue collection  

     

 

Motivation 

S/N  (1) (2) (3) (4) (5) 

1. The incentives given to revenue collectors are 

satisfactory 

     

2. Increase of incentives to revenue collectors will 

increase revenue collection 

     

3. Working environment of revenue collectors is 

satisfactory 

     

4. Facilities and equipments given to revenue 

collectors to do the job of revenue collection are 

adequate 

     

5. Incentives given to revenue collectors who collect 

more amount than what they supposed to collect are 

satisfactory 

     

 

 

Thanks for Your Patience!! 
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Appendix 2:  Questionnaires to Councilors and Employees 

PART A: Respondent’s Demographic Profile (Please tick (v) where 

appropriate) 

1. Gender 

(i). Male        (           ) 

(ii). Female        (           ) 

 

2. Age Group 

(i). 118 – 30       (           ) 

(ii). 31 – 40       (           ) 

(iii). 41 – 50       (           ) 

(iv). 51 – 60       (           ) 

(v). Above 60       (           ) 

 

3. Education Level 

(i). Degree        (           ) 

(ii). Diploma       (           ) 

(iii). Secondary       (           ) 

(iv). Primary       (           ) 

(v). None        (           ) 
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PART B: Instructions: Give your opinion on whether you (1) Strongly 

Agree (2) Agree (3) Neutral (4) Disagree and (5) Strongly Disagree by ticking 

(V) at the appropriate statement.  

 

Accountability 

S/N  (1) (2) (3) (4) (5) 

1. Revenue collectors adhere rules, regulations and 

procedures for revenue collection 

     

2. Revenue collectors met their revenue thresholds      

3. Revenue collectors provides their revenue periodic 

reports on time 

     

4. Revenue collectors perform their work in a satisfactory 

manner and met the deadline of their duties 

     

5. Some of revenue collectors are sometimes corrupted by 

some tax payers so as to reduce the amount due to those 

tax payers  

     

 

Stakeholder’s involvement 

S/N  (1) (2) (3) (4) (5) 

1. Participations of people who suppose to pay revenue (tax 

payers) to the council are satisfactory  

     

2. Members of the public have a tendency to attend 

meetings called by the council  

     

3. Suggestions of members of the public are taken into 

account by the council 

     

4. Council have a tendency to inform the public about 

revenue collection 

     

5. People who suppose to pay revenue to the council have 

enough education about the importance of voluntary 

payment of revenue due to them to the council 

     

 

 

 

 

Thanks for Your Patience!! 


