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ABSTRACT 

 

The main objective of the study was to assess the challenges hindering voluntary tax 

payment in Tanzania by focusing on Tanzania Revenue Authority (TRA) in Ilala 

municipality as a case study. Specifically, the study aimed to determine knowledge 

of tax payers regarding taxes they are paying, to examine factors contributing to non-

voluntary payment of taxes among tax payers, to determine tax payers’ view on tax 

administration in Tanzania and to find out the views of taxpayers on the use of 

collected taxes. 

 

This study has involved taxpayers and tax collectors of Ilala Municipality as 

respondents. The sample of 80 respondents was used for the study of whom 30 were 

TRA staff and 50 were tax collectors. In collecting data the study used primary data 

collection methodswhich involvedquestionnaires, interviews and observation. The 

study also used secondary data through documentary review. SPSS 16 was used to 

analyse data collected from both tax payers and tax collectors.  

 

The study has found out that, tax compliance is low among tax payers which lead to 

low tax collections. The main factors contributing to non-voluntary tax payment 

include; high tax rate, lack of tax knowledge among tax payers, tax structure 

features, financial constraints and tax payers’ attitudes toward taxes. The findings as 

well noted that there was unfairness of tax system, poor relationship between 

taxpayers and tax authorities and harassment by tax collectors.  

 

In order to have high compliance and high voluntary tax payment in Ilala 

Municipality, the study recommends the following measures; first the management 

of TRA should put more emphasis on tax education by allocating sufficient resources 

to its Tax Payers and Education Department that would enable the department to hire 

more tax education experts. Second, the government must be open to tax payers by 

giving all the information about the taxes collected and their uses.  
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CHAPTER ONE 

 

INTRODUCTION 

 

1.1 Background Information 

Taxation is among the means of revenue generation of any government to meet the 

need of the citizens. The objectives of taxation as documented by Lyme and Oats 

(2010) include; raising revenue to finance government expenditure, redistribution of 

wealth and income to promote the welfare and equality of the citizens, regulation of 

the economy thereby creating enabling environment for business to thrive. To ensure 

that taxes are paid as required by different laws in different countries, an efficient 

mechanism for tax administration is imperative.  

 

In insuring that there is effective control over tax matters Tanzania introduced the 

major reform in 1996 with the formation of Tanzania Revenue Authority (TRA). 

Since the Authority has been formed there is vivid example of its effectiveness in tax 

collection however on the other side of the coin there is massive increase of tax 

evasion techniques. Tax avoidance and tax evasion undermine the ability of a 

government to raise revenue in an equitable and efficient manner. Non-compliance is 

likely to reduce both the efficiency and equity of an economic system, and will have 

effects beyond the simple act of non-compliance (Tripp, 2009).  

 

Tanzania Revenue Authority (TRA) 

During the 1996/97, the Government fiscal policy was set to enhance revenue 

collection and improve expenditure management through expenditure control 

measures aiming at restraining the fiscal deficit. On the revenue side the measures 

that were implemented included the strengthening of tax administration through the 

establishment of the Tanzania Revenue Authority (TRA). 
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The Tanzania Revenue Authority Act, 1995 established the Authority as a semi-

autonomous agency of the Government, under the general supervision of the 

Minister for Finance.  

The major functions of the Authority are to: - 

(i) Assess, collect and account for all Central Government Revenue 

(ii) Administer effectively and efficiently all the revenue laws 

(iii) Counteract fraud and other forms of tax evasion 

(iv) Produce trade statistics and publications 

(v) Advise the Government on all matters related to fiscal policy 

(vi) Improve the quality of services to the taxpayers 

(vii) Promote voluntary tax compliance 

 

Challenges Facing Voluntary Tax Payment 

The Citizen (2013) reported that lack of a friendly tax payment environment in the 

country is one of the reasons, which makes many traders evade and avoid paying tax, 

a situation that has negative impacts on widening the tax base. Challenges in tax 

payment needed to be addressed through having adequate public education and 

creating a friendly environment that encourages voluntary tax payment and 

compliance. Tax avoidance and evasion in Tanzania is currently becoming a 

common phenomenon not only among multinational and local companies, but also 

among small-scale businesses. 

 

The tax systems in  many African countries (Tanzania  inclusive) are characterized 

by  an  excessive number  of  different  taxes  with  different  rate structures  that  are 

difficult  for  taxpayers  to  understand  (Odd-Helge  &Lise, 2003).Coercive methods 

have been used in tax collection as they yield higher  taxes  per  capita,  but  the need 

for  coercion  also  reflects  higher  levels of  distrust  in  the governmental system 

and dissatisfaction with service delivery. If taxpayers do not understand what their 

obligations are, any intervention to enforce compliance will be perceived as unfair 

(OECD, 2004). 

 

 



3 

According to Anna et al (2008), taxpayers’ perception on the tax system is important 

because fairness of the tax system will instill compliance among taxpayers. Thus, 

attitudes about the tax system and perceptions of fairness are naturally influenced by 

what the public actually knows about it. 

 

The government plans to make amendments on the tax law, but lack of skills and 

expertise on specialised tax issues remains a big challenge, if citizens are well-

informed and have a convenient taxpaying environment, without being forced, they 

will cooperate with TRA officials and pay their tax as required by the law. The 

government has to build a culture of voluntary tax payment among our citizens, and 

this will also help their businesses grow as well. (The Citizen, 2013) 

 

Revenue collection performance for Ilala TRA office 

 Implementation of Income Tax Act 2004 has led to success story of the partnership 

between Government and private sector which has led to a friendly tax regime. The 

challenges now are to finalize the regulations to make the Income Tax Act 2004 to 

operate more smoothly. However, tax compliance costs often fall heavily to 

taxpayers. The issue of the tax compliance burden is yet to materialize explicitly. The 

effects of non-compliance to Income Tax Act 2004 have shown on the deficit of tax 

collections from individual tax in years 2012 and 2013 as shown in Table 1.1 

 

Table 1.1: Actual and Target collection of individual tax for 2012 and 2013 

Year 2012 2013 

Actual/Target Actual (Bill) Target(Bill) Actual(Bill) Target(Bill) 

March 1.893 2.483 2.364 3.023 

June 1.285 4.984 1.501 4.984 

September 2.086 2.739 2.887 3.376 

December 3.032 3.309 2.17 3.340 

Total 8.296 13.515 8.922 14.723 

Source: Tanzania Revenue Quarterly Report, 2012 and 2013 

 

Table 1.1 shows that target tax collections from individual tax for 2012 were 13.515 

Billion, 8.296 Billion were collected. Additionally, for the year 2013, 14.723 Billion 
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were expected to be collected, 8.922 Billion were collected. This implies that non-

compliance of the Income Tax Act 2004 caused deficit of 5.129 Billion for the year 

2012. Additionally, non-compliance with income Tax Act 2004 for the year 2013 

which caused deficit of 5.801 Billion. 

 

1.2 Statement of the Research Problem 

All over the world, it is an obvious fact that the revenue generated from the taxation 

of individuals and businesses is an important stream of income for government 

(Ojeka and Atawodi, 2012). Tax revenue is the source of funds used for development 

projects such as provision of infrastructure like good roads, stable power supply, 

stable water supply etc. All of which combine to create an enabling environment for 

businesses and in turn the economy at large to grow. 

 

The persistent increase of fiscal deficits in Tanzania suggests that revenue generating 

capacity has not been commensurate with the growth of the government 

expenditures. Whilea large proportion of finance for expenditures comes from tax 

revenue it is mostly people who are employed in the formal sector who pay taxes 

through Pay As You Earn (PAYE) compared to other personnel in the informal 

sector. This is mostly due to the fact that their salaries are easily traceable and they 

have no way of avoiding or evading tax payment. 

 

The goal of the government is to foster voluntary tax payment and hence increase tax 

collection. Unfortunately, that is not the case since the majority of personnel in the 

informal sector do not pay taxes while they enjoy social benefits provided through 

collections made from those in the formal sector. The study thus intended to assess 

challenges hindering voluntary tax payment in Tanzania. Personnel in the informal 

sector in Ilala District were taken as a case study. 

 

1.3     Objectives of the Study 

The general objective of the study was to assess challenges hindering voluntary tax 

payment in Tanzania. 
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Specific Objectives 

The specific objectives of the study were as follows  

(i) To determine the knowledge of tax payers regarding  taxes they are  paying 

(ii) To examine factors contributing to non-voluntary payment of taxes among 

tax payers. 

(iii) To determine tax payers view on tax administration and the use of 

collectedtaxes in Tanzania.  

(iv) To find out  the measures to be taken  to improve voluntary tax payment 

 

1.4       Research Questions 

The following were research questions of the study  

(i) What is the knowledge of tax payers regarding   taxes they are paying? 

(ii) What are the factors contributing to non-voluntary payment of taxes? 

(iii) What are views of tax payers on tax administration and the use of collected 

taxes in Tanzania?  

(iv) What are the measures to be taken to improve voluntary tax payment? 

 

1.5  Significance of the Study 

The findings of this study contributed profoundly to the existing body of knowledge 

and literature related to voluntary tax payments in Tanzania. Findings of this study 

enabled policy makers on their decision making. The results of this study enabled the 

Tanzania Revenue Authority to understand the current conditions of individual 

taxpayers on voluntary tax payments in Tanzania. This study was beneficial for the 

academic institutions and individuals who might be interested in carrying out related 

researches in the future. The findings helped the management of Tanzania Revenue 

Authority to make amendment of the tax laws. 
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CHAPTER TWO 

 

LITERATURE REVIEW 

 

2.1  Introduction 

This chapter provides theoretical literature reviews whereby definition of key terms 

and theory of taxation is explained in the first part of the chapter. The section further 

gives tax compliance and its influence factors, tax payer attitudes, tax knowledge, tax 

administration, and obligation to pay taxes are also given in part one of the chapter. 

The section further covers tax evasion and tax avoidance. The second part of the 

chapter discusses tax compliance in Tanzania, improvements of tax administration 

and the measures to improve voluntary tax payment. 

 

2.2     Definition of the key Terms 

2.2.1 Tax 

Tax is defined as a compulsory levy, imposed by government or other tax raising 

body, on income, expenditure, or capital assets, for which the taxpayer receives 

nothing specific in return (Abdul-Jabbar and Pope, 2008). 

 

2.2.2 Tax Administration 

Tax administration refers to the assessing, collecting and accounting for the 

government revenue. The revenue is very much required for national development in 

terms of providing social services to the public such as schools, hospitals, 

administration, security and national defense, maintenance and construction of the 

infrastructure and the above all to cater for the cost of democracy in the country 

(Braithwaite and Braithwaite, 2001). 

 

2.2.3 Non-Tax Compliance 

Non-compliance in tax is an act of not conforming or not acting in accordance with 

established guidelines, specification or legislation of a given country (Marti, 2010). 
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2.2.4  Tax Compliance 

Tax compliance is the act of conforming, acquiring or yielding. It is either a state of 

being in accordance with established guidelines, specifications or legislation or the 

process of becoming so (Richardson and Sawyer, 2001).   

 

2.2.5  Voluntary Tax Compliance 

Is where a person complies with the requirement of tax laws without any force. 

People may choose to comply or not to comply, although the thoughts of social 

reward and punishment may lead them to compliance when they really do not want 

to comply (Richardson and Sawyer, 2001). 

 

2.3  Theory of Taxation 

The best-known theory of taxation was developed by Allingham and Sandmo (1972) 

who applied the economic theory of revenue collection. According to the model, the 

main challenge in tax collection is the information asymmetry between the tax 

collector and the tax payer where by the taxpayer may decide to evade taxes by 

reporting less income, hence resulting in less than expected tax collections. 

 

According to the Theory of Taxation, tax avoidance also occurs when taxpayers and 

tax collectors collude to evade taxes and report less amount of taxable income. Also, 

since tax is only levied on detectable income, the failure of tax collectors to detect 

taxable income may tempt the tax payer to report and pay taxes only to the detectable 

income (Allingham and Sandmo, 1972). 

 

It is not realistic also that taxpayers have perfect information over the enforcement of 

tax laws and over what can be detected by tax inspectors, lack of awareness on tax 

issues can also contribute to tax avoidance. The Theory of Taxation stipulates that 

the higher the level of awareness on tax issues, the higher the level of tax compliance 

among tax payers. 

 

Tax audits affect behaviour by changing perceptions regarding consequences of an 

audit. This may lead taxpayers to make honest mistakes and sometimes to overstate 
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taxable income. Because it is very hard to draw the line between an honest mistake 

and deliberate fraud in taxation, using the use of penalties as a deterrence to tax 

avoidance is constrained (Allingham and Sandmo, 1972). 

 

Another theory of taxation is the Modern Theory of Tax Evasion put forward by 

Kaplow (1990). A critical assumption of the theory is that the cost borne by tax 

evaders in the process of reducing tax liability is equivalent to the tax burden. The 

higher the tax burden, the higher the possibility of tax payers trying to avoid paying 

tax as long as the cost of tax avoidance is less than the cost of tax compliance. 

 

2.4  Compliance Theories 

The revenue collection is influenced by the taxpayer compliance behavior. Over the 

years, various governments have simply tried to increases the level of tax compliance 

by adopting an intransigent attitude towards all taxpayers and applying laws and 

regulations to sanction and fine evaders. These means of enforcement proved to be 

without a significant success. Towards the end of the 20th century, the governments 

have realized that a change is needed in order to increase the amount of tax collected 

 

2.5 Tax Compliance 

Tax compliance has been defined by the Harvard law school (2000) as paying taxes 

on time and timely reporting of correct tax information. Therefore, tax compliance 

means seeking to pay the right amount of tax (but no more) in the right place at the 

right time. Where right means that the economic substance of the transaction 

undertaken coincides with the place and form in which they are reported for tax 

purposes. 

 

Holtzman (2007) states that tax compliance is the value of the tax payer’s own time 

and resources along with any out of pocket costs paid to the tax preparers and other 

advisors, invested to ensure compliance with the laws while Carroll (1987) asserts 

that tax compliance is the provision of tax information at the proper time and 

ensuring returns accurately report tax liability. 
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Byaruhanga (2007) asserts that compliance is still low due to the fact that tax 

authorities have not sufficiently addressed the key shortfalls in the administration 

systems which include unregistered tax payers, inadequate clear tax literature, tax 

evaders and as well delinquent tax payers. 

 

Tax compliance can either be through voluntary tax compliance or involuntary tax 

compliance. Voluntary tax compliance involves obeying the tax laws without any 

state enforcement actions that leads to maximizing revenues because administration 

costs are low in both the economic and psychic sense. The government wastes little 

money and time in collecting the tax and tax payers suffer little alienation in parting 

with their money. 

 

According to the neo classical economic view, people obey tax laws when it is in 

their interest to do so. Compliance results from the individual’s rational choice aimed 

at maximizing individual outcome. Compliance builds an atmosphere of trust and 

corporation because a person feels that others are accounting in a reciprocal manner 

 

2.5.1  Factors that Influence Tax Compliance 

According to Jackson and Milliron (1986), the major influences of tax compliance 

are; age, gender, income levels, education, income source, occupation status, 

sanctions, peer influence, ethics, complexity, probability of detection, tax rates and 

contact with tax authorities. 

 

The determinants of tax compliance, respectively on economic and non‐economic 

factors. Non‐economic factors, which had been neglected by economists, have been 

introduced to explain the tax compliance by using the economic framework (Smith 

and Stalans, 1991). They have tried to include many non‐economic factors which are, 

for example, the willingness to pay for public provision, public education, tax morale 

etc. (Hyun, 2005). 

 

2.5.1.1 Economic Factors of Tax Compliance 
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In the tradition of tax compliance research, a number of factors have been considered 

important for explaining tax compliance: the level of actual income, tax rate, tax 

benefits, tax audit, audit probabilities, fines and penalties. 

 

The Level of Actual Income 

Spicer and Lundstedt (1976) point out that self‐employed have more possibilities to 

avoid taxes than employed taxpayers. However, self‐employed taxpayers have more 

opportunities for tax evasion and these opportunities might further increase with the 

number of different income sources. Hence, in tax compliance decisions the level of 

income might interact with its source. A different aspect of the income source, if 

income was earned by hard work or an effortless job. It seems that taxpayers are 

reluctant to lose their hard‐earned money by “gambling” with tax authorities 

(Kirchler et al., 2007). 

 

Tax Rate 

 The effect of the marginal tax rateon compliance, has predict that increased tax rates 

would increase compliance (Allingham and Sandmo, 1972). Most empirical research 

finds that higher tax rates decrease compliance. Some studies (Pommerehne and 

Weck‐Hannemann, 1996) demonstrate that evasion increases with increasing 

marginal tax rates. Also found that the marginal tax rate has a significant effect on 

underreporting.  

 

Tax Audit 

Is one of the most effective policies to protect the behaviour of tax evasion. The level 

of tax audit can be determined by two elements, one is how many taxpayers are 

selected for audit and the second is how much intensive the audit is. The first 

element is easily measured by the number of audited taxpayers divided by the total 

number of taxpayers. However, the second element is so difficult to measure due to 

no published information about the process of tax audit. It is commonly measured by 

the first element to indicate the level of tax audit for practical comparison (Hyun, 

2005). Tax audit generates administrative cost. As a constraint of the fixed 
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administration cost, an increase in the level of tax audit is required to decrease the 

level of other administrative functions, like taxpayer service, tax collection etc. 

 

Penalty 

The structure of penalty system may be different in the countries, can be various 

types of penalty rate by the different tax subjects or different structure of penalty 

rates by the types of taxpayer. So, penalty rates have been separately applied by the 

different tax subjects like the individual income tax, capital income tax, value added 

tax etc. Furthermore, the penalty rates for each tax subject are differentiated by the 

different types of evasion, like non‐filing, timely filing but under‐reporting, no 

bookkeeping of invoices, receipts etc. Or, the penalty rates are differently applied to 

the types of taxpayers, depending upon their evaded behaviours. If some taxpayers 

had the intentional evasions, the penalty rate is much higher than that of 

unintentional evasions (Hyun, 2005). 

 

As two kinds of evaded behaviour are most common in analyze of tax compliance 

and are timely filing but underreporting, and non‐filing. If the countries have the 

same system that tax authority prosecutes some intentional and malicious tax evaders 

for criminal responsibility, after tax audit. This system might play an important role 

in increasing the level of penalty rates for the behaviour of tax evasion. The number 

of prosecuted cases by tax authority might be an important indicator to compare an 

additional penalty rate between countries. 

 

2.5.1.2 Non Economic Factors for Compliance 

Non‐economic factors explain the behaviour of tax compliance under the framework 

of economic analysis (Alm et al, 1995). These non‐economic factors include the 

willingness to pay for public provision, public education, tax morale, tax information 

etc. 

Attitudes toward Taxes 

Attitudes represent the positive and negative evaluations that an individual holds of 

objects. It is assumed that attitudes encourage individuals to act according to them. 

Thus, a taxpayer with positive attitudes toward tax evasion is expected to be less 
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compliant than a taxpayer with negative attitudes. Attitudes towards tax evasion are 

often found to be quite positive (Kirchler et al., 2008).  

 

A model of tax evasion behaviour developed by Wenzel (2005) considers social and 

psychological conditions, including attitudes and moral beliefs about tax evasion’s 

propriety, as antecedents of tax compliance. These findings suggest a rather 

complicated relationship between tax evasion and attitudes; nevertheless we can be 

confident in our general prediction that if tax attitudes become worse, tax evasion 

will increase (Lewis, 1982). 

 

The attitudes are important for both the power and the trust dimension. On the one 

hand, favourable attitudes will contribute to trust in authorities and consequently will 

enhance voluntary tax compliance. On the other hand, attitudes towards the 

authorities will be relevant for the interpretation of the use of power as benevolent or 

malicious. Tax attitudes in general also depend on the perceived use of the money 

collected and therefore are connected to knowledge (Kirchler et al., 2008). 

 

Personal, Social and National Norms 

Besides attitudes, norms are important determinants of tax compliance. Behavioural 

intentions are determined also by subjective norms (Ajzen, 1991). Norms are 

behavioural standards on three different levels, the individual level, the social level 

and the national level (Kirchler et al., 2008). 

 

On the individual level, norms define internalized standards on how to behave. 

Individual norms are related to moral reasoning, authoritarianism and 

Machiavellianism, egoism, norm dependency and values. There is considerable 

overlap between individual norms, values and tax ethics, the more developed the 

moral reasoning or tax ethics, the more likely is voluntary compliance (Trivedi et al., 

2003). 

 

On the social level, norms are usually defined as prevalence or acceptance of tax 

evasion among a reference group (Wenzel, 2005). Social norms are related to the 
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behaviour of reference groups, for example friends, acquaintances or vocational 

group. If taxpayers believe that non‐compliance is widespread and approved 

behaviour in their reference group, they are likely to be non‐compliant as well. 

 

The relationship between social norms and tax compliance is complex. Wenzel 

(2004) argues that social norms should elicit concurring behaviour only when 

taxpayers identify with the group to whom the norms are ascribed. Taxpayers then 

internalize the social norms and act accordingly.  

 

On the level of national norms, norms become cultural standards, often mirrored in 

the actual law. Several authors suggest that trust in political leadership and 

administration will lead to voluntary tax compliance when favourable national norms 

are established (Fjeldstad, 2004). 

 

In general, if the norms held by taxpayers favor tax compliance, voluntary tax 

compliance will result. Thus, norms encompass both power and trust. First, national 

norms find their expression in tax laws and the role given to tax authorities, having a 

direct influence on their power. Second, social norms such as the belief that tax 

evasion is a petty crime and widespread hinder the work of tax authorities, in 

particular when there is no countervailing norm of community. A norm where all 

citizens are perceived as contributing their fair share would certainly help to increase 

trust in the authority’s (Kirchler et al., 2008). 

 

Perceived Fairness of Tax System 

Another factor that citizens most often communicate is referring to tax system 

fairness concerns (Taylor, 2003). A conceptual framework for fairness considerations 

suggests differentiating three areas of fairness, as in social psychology, distributive 

justice, who refers to the exchange of resources, both benefits and cost; procedural 

justice, who refers to the process of resource distribution; and retributive justice, 

which refers to the perceived appropriateness of sanctions in the case of 

norm‐breaking (Kirchler et al., 2008). 
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Related to distributive justice, comparisons are made on the individual, the group, 

and the societal level. 

 

On the individual level, taxpayers are concerned about the fairness of their outcomes, 

and they want to be treated relative to their merits, efforts and needs. If an 

individual’s tax burden is heavier than that of comparable other individuals, tax 

compliance is likely to decrease.  

 

On the group level, taxpayers are concerned about the fairness of outcomes of the 

group and want a fair treatment of their group relative to other (income) groups 

(Spicer and Lundstedt, 1976). If a specific group perceives its tax burden as heavier 

than that of another group, tax non‐compliance is likely to increase within this group 

(Andreoni et al, 2000). 

 

 On the societal level, taxpayers are concerned about the fairness of the outcomes of 

the whole nation. If the tax system is perceived as unfair, tax non‐compliance is 

likely to increase (Cowell, 1992), whereas a system experienced as fair might 

increase trust and consequently increase voluntary tax compliance. 

 

According to Jackson and Milliron (1986), the major influences of tax compliance 

are; age, sex, income levels, education, income source, occupation status, sanctions, 

peer influence, ethics, complexity, probability of detection, tax rates and contact with 

tax authorities. 

 

However, Gilligan and Grant (2005) assert that the perception of tax fairness is one 

of the most important variables that can influence tax compliance behaviour. Public 

perception that the tax system is fair and equitable is important if that system relies 

for its success on significant degree of voluntary tax compliance, which of course the 

contemplary reality for many jurisdictions. Wadhavan(1998) state that voluntary 

compliance is not only promoted by the awareness of the rights and expectations but 

also by clear simple and user friendly administrative systems and procedures. 
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According to Gilligan (1999), an analysis that takes into account the impacts of 

legitimacy can be helpful when examining developments in a regulatory context such 

as tax compliance because regulatory norms can be of local, national or international 

phenomena. 

 

Non-compliance is believed to have corrosive effects on tax compliance. If 

compliant tax payers believe that everyone else is paying his or her fair share of the 

taxes, they are most likely to remain compliant. If the compliant tax payers feel like 

they are over paying, some will reach a point where they resent it and stop 

complying or comply at a lower level. The degree of compliance may breed more 

compliance and non-compliance. 

 

2.6 Tax Payer Attitudes 

An attitude is an individual’s characteristic way of responding to an object or 

situation (Graham, 1989).It is based on one’s experience and leads to certain 

behaviour or the expression of certain opinions. Attitudes are related to values, 

perceptions and group belonging but can be modified by environmental changes and 

new information. 

 

Bird (1989) stresses that the willingness of the tax payers to comply with their 

obligations depend to a large extent upon the perception that the funds taken from 

them are put to some good use. Similarly the seriousness with which the government 

enforces the revenue laws will also have profound effect on public attitudes. The 

extent to which government over reaches in trying to tax income may affect overall 

compliance (Gordon, 1990). 

 

Other studies show that unwilling to pay tax is the result of a combination of various 

political and social factors that make tax payers to refuse to pay taxes. Among the 

reasons for such tax payer behaviours is poor public services delivery by the 

government, miss-use of public funds and perception of unfairness of the taxes 

charged by the government (Tripp, 2009). 
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In more recent theoretical advances, the tax payer’s behaviour towards tax 

compliance depends entirely on his/her attitude towards risk. Tax payers can 

reasonably be expected to be troubled by the awareness that high income individuals 

and profitable corporations pay little or no tax, even if methods being used to avoid 

taxes are totally legal. Unless the perception that the tax system is unfair can be 

reversed, tax payer morale is undermined and evasion may become uncontrollable. 

On the other hand however, if one believes that mostly negative outcome will result 

from the behaviour, he or she will hold a negative attitude towards it and the reverse 

is true. 

 

Torgler (2003) regarded attitude as the individual’s positive or negative behaviour 

towards innovation adaptation. Attitude can be portrayed by perceptions for the 

usefulness of taxes, perceived ease of assessment, tax administration system and any 

other tax payer preference. 

 

 Tax payer’s attitudes is composed of one’s attribute beliefs about the object and 

perceived importance of having that attribute in making the decision to comply. 

According to the theory, reasoned action attitude is made up of the beliefs that person 

accumulates over his life time. Some beliefs are formed from direct experience, some 

are from outside information and others are inferred or self-generated. 

 

According to Ajzen and Fishbein (2000) attitude is an individual’s salient belief 

about whether the outcome of his action will be positive or negative. The beliefs are 

rated for the probability that engaging in the behaviours will produce the believed 

outcomes whether positive or negative.  

 

Ajzen and Fishbein (2000) believe that attitude is the degree of favorableness and 

unfavourableness of an individual’s feeling towards a psychological object. This can 

result into behaviours such as voluntary registering as a tax payer, making tax 

assessments and filling returns and finally paying taxes due to the tax authority. 
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Surrey (1967) on the other hand argues that voluntary compliance depends on 

national attitudes towards the tax system and tax administration and those national 

attitudes can be affected by the administration and vice versa. If the administration 

brings about stability and honesty in its operations, the self-respect thus achieved can 

form basis for respect and compliance from the tax payer. 

 

Although tax payers cannot assess the exact value of what they receive from the 

government in return of tax to be paid, they have general impression and attitude 

concerning their own and other terms of trade with the government. It is reasonable 

to assume that human behaviour is interaction in the same way as other form of 

behaviour (Snavely, 1990).   

 

2.6.1 Tax payer Attitudes and Tax Compliance 

Wenzel (2004) states that the interaction between the tax authority and the tax payer 

creates a good relationship that impacts on the tax payer attitude.  Alm et al, (2006) 

asserts that the trust the tax payers have in the state improves the positive attitude and 

commitment to paying taxes. The eventual effect is reflected through voluntary 

compliance by willingly reporting and filling tax returns and as well as paying the 

tax obligations as and when they fall due. 

 

2.7 Measures Taken to Improve Tax Compliance 

In order to raise the rate of compliance among taxpayers, a range of prevention 

measures have to be implemented such as tax audit, business census and 

investigations. The tax audit programme which comprises of field audit and desk 

audit plays a significant role to encourage voluntary compliance among taxpayers. 

Field audit involves the examination of business records at taxpayer’s premise, while 

desk audit involves the inspections of records at TRA. 

2.7.1 Tax Knowledge 

Tax knowledge among taxpayers is a very important aspect of tax collection. To 

achieve higher levels of tax compliance, taxpayers must understand all the laws and 

regulations that govern taxation. This is necessary because taxpayers who have 
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knowledge of what, when and where to pay taxes are more likely to do so compared 

to tax payers with little or no knowledge on tax matters (Huberman, 1994).  

 

As the country’s tax administration authority, Tanzania Revenue Authority (TRA) is 

responsible for educating tax papers on tax matters. Within TRA, the responsibility 

of educating tax payers falls with the Tax Payers Education Department. Some of the 

tasks performed by the department include educating taxpayers on various aspects of 

tax administration. 

 

Taxpayers will readily accept to pay taxes if they have ample knowledge to 

understand the benefits of paying taxes. Thus, education programs organized by tax 

administrators or other public education institutions are needed to enhance taxpayers’ 

ability to understand the tax administration system and increase their confidence in 

fulfilling their responsibilities as taxpayers (Mpongoliana, 2000). 

 

Taxation knowledge is necessary to increase public awareness especially in areas 

concerning taxation laws, the role of tax in national development, and especially to 

explain how and where the money collected is spent by the government (Murphey, 

2004). More importantly, it is necessary that current and future taxpayers are 

exposed to the roles that they could play in developing the country.  

 

2.7.2 Knowledge on Tax Compliance 

The influence of tax knowledge on tax compliance behaviours has been proven in 

various researches. Groenland and Veldhoven (1983) categorized knowledge in this 

context into two aspects, namely knowledge through common or formal education 

usually received by people and knowledge towards the opportunity to evade tax 

(Eriksen and Fallan, 2006).  

 

As one of the factors in tax compliance, tax knowledge has a very close relationship 

with taxpayers’ ability to understand the laws and regulations of taxation, and their 

ability to comply (Singh, 2003). Knowledge as one of the factors in compliance is 
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related to the taxpayers’ ability to understand taxation laws, and their willingness to 

comply (Viswanathan, 2002).  

 

The aspect of knowledge that relates to compliance is the general understanding 

about taxation regulations and information pertaining to the opportunity to evade tax 

(Tan, 1999). A question that has been raised by previous researchers (Singh, 2003) is 

whether enhancement in the tax knowledge will propel high levels of tax compliance. 

 

Attitude towards tax compliance can be improved through the enhancement of 

taxation knowledge. When a taxpayer has a positive attitude towards tax, this will 

reduce his or her inclination to evade tax payment. Tax knowledge has been 

conceded as a crucial factor to enhance taxpayers’ understanding of the new system, 

which in turn will help implement it smoothly (Eriksen and Fallan, 2006). 

 

Taxation knowledge is necessary to increase public awareness especially in areas 

concerning taxation laws, the role of tax in national development, and especially to 

explain how and where the money collected is spent by the government (Murphey, 

2004). More importantly, it is necessary that current and future taxpayers are 

exposed to the roles that they could play in developing the country.  

 

In a nutshell, there was a significant difference in tax compliance behaviours 

between respondents with knowledge about income tax and respondents without tax 

knowledge. Previous studies have also shown the same situation, which is knowledge 

influences income tax compliance behaviours Intensification in tax knowledge has a 

significant relationship with tax compliance (Tan,1999). 

 

Also, tax knowledge has significant influence on tax compliance behaviours 

(Murphey, 2004). There is a need for further studies to be conducted in order to 

analyse knowledge factor on tax compliance behaviours, especially among taxpayers 

who do not receive formal knowledge at education institutions. There would be low 

tax compliance among taxpayers if their knowledge and experience about tax is low.  
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2.8 Tax Administration 

A country’s tax administration is one of the few public sector organizations which 

touches the lives of a country’s citizens and businesses on a daily basis and, arguably 

has the greatest impact on their livelihood. Tax administrators are amongst the most 

frequently contacted government officials and often represent to the public what is 

right or wrong about their government (Alt, 2003). 

 

Revenue collected from taxes along with customs collections represents the major 

funding source for governmental expenditures. An effective and efficient tax 

administration system is integral to any country’s well-being. The proper amount of 

tax must be collected in a timely manner and the enforcement powers of the tax 

administration must be applied judiciously (Alt, 2003). 

 

Tax administration must provide an even playing field for taxpayers by ensuring that 

all taxpayers meet their tax filing and paying requirements. This requires efforts to 

increase the tax base. Failure to bring business activity from the shadow economy 

into the tax system puts compliant taxpayers at a disadvantage, and ultimately leads 

to an erosion of the tax base (Fisher and Michael, 2005). 

 

But now day’s tax administration is under semi-autonomous bodies known as 

revenue authorities, especially in Africa and Latin American countries. Under these 

revenue authorities, tax administration function has been taken out of the Ministry of 

Finance and granted to a semi-autonomous entity labeled in public finance literature 

on revenue authorities. 

 

2.8.1  Duty/Obligation to Pay Taxes 

According to Yitzhaki (1974) the duty and obligation to pay tax is the responsibility 

of every citizen who has reached the age of legal consent. Duty and obligation are 

central to understanding taxpaying behaviour. The argument is based on the 

observation that, given the probability of penalties, tax evasion seems to be a 

winning proposition for many more people than actually do evade.  
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Feld and Frey (2006) assert that it is "impossible to account for tax compliance in 

terms of expected punishment."  From this perspective, the puzzle is not to explain 

why people evade, but rather why people pay taxes. Tax evasion may be suppressed, 

as has been found to be true in other settings. There is evidence that dissatisfaction 

with the tax system is related to noncompliance. 

 

Moreover, as Andreoni et al, (1998) point out, perceived unfairness can be used to 

rationalize tax evasion in one’s self-interest and argue that where the relationship 

between the individual and the tax authority is seen as involving an implicit contract 

sustained by trust, individuals comply due to high “tax morale.”  To sustain citizens’ 

morale, the tax authority must act respectfully toward citizens. 

 

From this perspective, maintaining high “tax morale” might be a reason for spending 

more on enforcement. by giving taxpayers the benefit of the doubt when it finds a 

mistake, by sanctioning small violations more mildly, and by sanctioning large and 

basic violations more heavily. There is a positive relationship between attitudes 

toward tax evasion on the one hand and professed trust in government. 

 

2.8.2 Tax Evasion and Tax Avoidance 

Tax evasion and avoidance, a problem which seemed to have defined solution, had 

bedeviled the Tanzanian tax system right from the colonial times. While some have 

blamed the situation on the tax authorities for not living up to expectation with 

regards to tax administration, others attribute it to the unpatriotic attitude of the 

taxpayers.  

 

The desire to uplift one’s society is the first desire of every patriotic citizen. Tax 

payment was a demonstration of such a desire. The payment of tax is a civic duty and 

an imposed contribution by government on her subjects and companies to enable her 

finance or run public utilities and perform other social responsibilities. Taxes, thus, 

constitutes the principal source of government revenue.  
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However, one of the greatest problems facing the Tanzanian Tax System is that of 

tax evasion and tax avoidance. While tax evasion is the willful and deliberate 

violation of the law in order to escape payment of tax which is imposed by law of the 

tax jurisdiction, tax avoidance is the active means by which the taxpayer seeks to 

reduce or remove his liability to tax without actually breaking the law. 

 

These “Twin devils” have created a great gulf between actual and potential revenue. 

The government has for the umpteenth time complained of the widespread incidence 

of tax avoidance and evasion in the country as companies and other taxable persons 

employ various tax avoidance devices to escape or minimize their taxes or 

deliberately employ fraudulent ways and means of evading tax. 

 

As pointed out by Robson (1993), since tax is a principal source of government 

revenue, if persons are able to escape by legal or illegal means the tax to which they 

should logically be subject under scope of the tax, the theoretical equity of the tax to 

a large measure is lost. Tax evasion and avoidance deny any government the tax 

revenue which results in a gap between the potential and actual tax collections.  

 

Tax evasion means trying to reduce tax liability illegal for example failing to declare 

a source of revenue in your annual return of income (Stain, 1989).  According to 

Mpongoliana (2000), tax evasion involves tax payer deliberately contravention of tax 

law in order to minimize or eliminate tax liability altogether by pay no or low tax 

respectively breaking the law.   

 

According to Singh (2003), tax evasion is illegal legitimate means of reducing taxes.  

Tax evasion is a willful and deliberate attempt to defraud the government by 

underestimating a tax liability through illegal means. On the other hand, tax 

avoidance is the legal utilization of tax regime to one’s an advantage, to reduce the 

amount of tax that is payable by means that are within the law. 

Today countries all over the world face the growing problem which is the collection 

of taxes to fund public goods and services such as health, education, infrastructure 

and vital for developing countries to fund the reduction of poverty. Tax evasion and 
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tax avoidance both contribute in large extent to the problem of low tax collection in 

developing countries (Mpongoliana, 2000). 

 

Tax avoidance arises in a situation where the taxpayer arranges his financial affairs 

in a way that would make him pay the least possible amount of tax without infringing 

the legal rules. In short it is a term used to denote those various devices which have 

been adopted with the aim of saving tax and thus sheltering the tax payers’ income 

from greater liability which would have been otherwise incurred (Kaplow, 1990).  

 

Andreoni et al (1998) had described tax avoidance as follows “The taxpayers 

knowing what the law is decides not to be caught by it, arranges his business in such 

a manner as to escape1tax liability partially or entirely. It is a lawful trick or 

manipulation to evade the payment of tax.” Thus, tax avoidance is legal or at least 

not illegal since one is mostly probably using the tax laws to limit his tax liability. 

 

Examples of tax avoidance include; seeking professional advice, reducing one’s 

income by submitting claims for expenses in earning the income. While the law 

regards tax avoidance as a legitimate game, tax evasion is seen as immoral and 

illegal. According to Fisher (2004), tax evasion is the fraudulent, dishonest, 

intentional distortion or concealment of facts and figures with the intention of 

avoiding the payment of or reducing the amount of tax. These acts of omission or 

commission might include; failure to pay tax e.g. withholding tax, failure to submit 

returns; understating income and overstating expenses. 

 

2.8.2.1 Causes of Tax Evasion and Tax Avoidance in Tanzania 

The causes of tax evasion and avoidance are universal, as they are applicable in any 

country that tax is imposed. Some are peculiar to different areas, however. 

 

In Tanzania some of these causes as identified by Ngowi (2012) include: 

(i) The Absence of a “Quid Pro Quo” 

The average human being abhors the payment of tax. He/ she sees taxation as a 

discredited imposition and evidently obnoxious. This stems mainly from the absence 
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of a “quid pro quo” i.e. something of value given in return (by the Government) for 

the taxes paid. Taxes, it is commonly argued, and should not be paid as the 

authorities do not provide amenities which are in any way commensurate with the 

taxes paid.  

 

(ii) Inequitable Distribution of Amenities 

In many parts of Tanzania citizens are opposed to the payment of any form of taxes 

and rates on the ground that government had been unfair in the distribution of 

amenities and other good things of life. This thinking is often a root cause of most 

civil disturbances in parts of the country. 

 

(iii) Misuse or Mismanagement of Collections Made 

More often than not there are reports in the news media of how government 

functionaries misuse taxpayers’ money. Evidence of wastage of public funds abound 

in the form of inflated contract prices, in unexecuted but paid contracts, or in the 

criminal acts of using diverse methods and loopholes to exhaust funds voted for 

ministries and governmental departments before the financial year runs out.  

 

(iv) Remoteness of Taxpayers from the Government 

There is this common belief which most taxpayers have about the nature of 

government. The average Tanzanian has an inborn bias or hatred against most 

government functionaries who in most cases live apart from the taxpayers. It hurts, 

most taxpayers would reason, for one to part with his hard earned resources for the 

upkeep of these (imagined) enemies. 

 

(v) Absence of Spirit of Civic Responsibility 

Most Tanzanians probably due to illiteracy and ignorance fail to understand that they 

owe certain responsibilities to the government, one of which is the payment of tax. 

Even when the government says it was poor they would rather argue that the 

government should print more money to solve her problems. This lack of spirit of 

civic responsibility amongst the majority of Tanzanians is a major cause of tax 

evasion in Tanzania. 
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2.8.2.2 Effects of Tax Evasion and Avoidance 

Tax evasion and avoidance have adverse effect on government revenue. Tax 

avoidance generates investment distortion in the form of the purchase of assets 

exempted from tax or under-valued for tax purposes. Avoidance takes the form of 

investment in arts collection, emigration of persons and capital. And as observed by 

Torgler (2007) the taxpayer indulges in evasion by resorting to various practices. 

 

These practices erode moral values and build up inflationary pressures. This point 

can be buttressed with the fact that because of the evasion of tax, individuals and 

companies have a lot of money at their disposal. Companies declare higher dividends 

and individuals have a high take home profit. This increases the quantity of money in 

circulation but without a corresponding increase in the goods and services.  

 

2.8.2.3 The Problem of Tax Evasion and Tax Avoidance 

Although tax evasion and avoidance are problems that face every tax system, the 

Tanzanian situation seems unique when viewed against the scale of corrupt practices 

prevalent in Tanzania. Under direct personal taxation as practiced in Tanzania, the 

major problem lies in the collection of the taxes especially from the self-employed. 

As observed by Ngowi (2012) these persons blatantly refuse to pay tax by reporting 

losses every year. According to him, many of these professionals live a lifestyle 

inconsistent with reported income, which is usually unrealistically low for the nature 

of their businesses. Civil Servants and other salaried workers are the only class of 

people that actually pay tax in Tanzania.  

 

2.8.3 The Problem of Tax Collection 

The assessment and collection of personal income tax from taxable individuals have 

been difficult in this country. There is apathy not only on the part of the educated but 

also the uneducated. While the illiterates refuse to pay because they are unaware of 

the purpose of taxation, the rich ones refuse because they are not encouraged not 

only by the Government which wastes taxpayer's money. 

 



26 

That apart, such an innovation would go a long way in solving the problem of 

absence of adequate structure and organization of the body charged with the 

responsibility for assessment and collection of income tax. Personal tax income tax 

deals with direct taxation, and as such the citizens who fall under the direct 

assessment are the self-employed and workers who come under the PAYE (Pay As 

You Earn) system of tax.  

 

It is thus important to note that the problem of tax collection lies more with the self-

employed rather than those under (PAYE). Thus, the self-employed is difficult to pin 

down. Where he is skilful and manipulative or has the services of a knowledgeable 

tax lawyer, he may devise or arrange his financial affairs so as to avoid or reduce the 

appropriate tax payable under the circumstances.  

 

Thus the problems of tax avoidance and evasion are more common with the self 

employed such as, distributors of manufactured goods, petrol dealers, contractors, 

doctors, and lawyers and other professionals in private practice, rather than those that 

derive their income from rents, dividends, interests, and properties. Generally, these 

are difficulties inherent in the assessment of the self- employed to tax. 

 

Apart from problems of willful default, tax avoidance and evasion, delayed payment 

of tax, there is also the problem of lack of co-ordination between the various 

government departments. Sometimes when information is demanded of other 

government departments about certain tax payers, this is often refused. There is also 

the problem of wrong information about tax payers' residential addresses.  

 

The most serious omission however is the lack of provision in our tax law 

empowering tax officials to arrest and detain tax officials. Other problems which 

hinder the administration of personal income tax are mainly internal. And these 

include fraudulent practices of tax officials, high handedness on the part of tax 

officials in the process of dealing with tax payers and undue delay in remitting 

approved benefits to tax payers. 
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2.9 Tax Compliance in Tanzania 

There is a wide spread of unwillingness among the public to pay tax. Different 

arguments are used to explain the intensive non-compliance. Other studies show that 

unwilling to pay tax to the result of combination of political protest to the 

degradation of public services perception of unfairness of the charges which do not 

take into consideration the ability to pay (Tripp, 2009). 

Regulatory compliance describes the goal that corporations, individuals or public 

agencies aspire to in their efforts to ensure that personnel are aware of and take steps 

to comply with relevant laws and regulations (Richardson and Sawyer, 2001). Due to 

the increasing number of regulations and need for operational transparency, 

organizations are increasingly adopting the use of consolidated and harmonized sets 

of compliance controls (Braithwaite and Braithwaite, 2001). 

This approach is used to ensure that all necessary governance requirements can be 

met without the unnecessary duplication of effort and activity from resources (Bird, 

2007). Income Tax is a tax on gains and profits from business, employment and 

investment of individuals, corporations and other entities. Corporations pay 30% of 

their profits, while individuals pay different rates on different parts of their income. 

 The rates differs as the higher the income the higher the rate (Goredema, 2004). The 

top individual rate is also 30%. Included in Income Tax Act 2004 are taxes such as 

individual income tax, corporate tax, and the Pay-As-You-Earn (PAYE) system for 

employees, presumptive income tax for small individual businesses, provisional and 

final withholding taxes and capital gains tax (Torgler, 2002).  

In Tanzania, Tanzania Revenue Authority is a Government agency responsible for 

tax collections and all these are part of a coherent income tax system. Taxes may be 

paid by filing returns (this means the taxpayer submitting all relevant information to 

the Tanzania Revenue Authority (TRA) and paying tax accordingly, through 

withholding and PAYE systems (this means that the tax is withheld from the 

taxpayer's income source and sent to the TRA directly by the payer) or through the 

installment system.  
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Tax compliance may be seen in terms of tax avoidance and tax evasion. The two 

activities are usually distinguished in terms of legality, with avoidance referring to 

legal measures to reduce tax liability and evasion to illegal measures. While some 

commentators see non-compliance only as an evasion problem, this does not seem to 

capture the full nature of the problem. Clearly tax evasion is a form of non-

compliance.  

 

However, if taxpayers go to inordinate lengths to reduce their liability this could 

hardly be considered ‘compliance’ either. Such activities might include engaging in 

artificial transactions to avoid tax, searching out every possible legitimate deduction, 

using delaying tactics and appeals wherever this might reduce the flow of tax 

payments and so on (Maarten , 2005).  

 

‘Tax exiles’ even seem to prefer to emigrate rather than fulfill their obligations as 

citizens. Even if such activities are within the letter of the law, they are clearly not 

within the spirit of the law. Compliance might therefore be better defined in terms of 

complying with the spirit as well as the letter of the law. Many of the studies of 

compliance are concerned with intentional non-compliance. There is, however, 

considerable scope for unintentional non-compliance. 

 

Full compliance may require positive actions on the part of the taxpayer to discharge 

his or her legal duties in full. It may be that taxpayers innocently fail to meet their tax 

obligations because they fail to complete their tax returns correctly or are unaware 

of, or misunderstand, various provisions of the tax system, or for similar reasons. 

Attempts by different tax authorities to improve tax administration in this respect 

have often found the problem of assisting taxpayers more difficult than might at first 

appear. Further complication is that some taxes might actually have been imposed in 

the hope that they would be avoided. For instance, it has been argued that higher 

taxes on alcoholic drinks (Maarten, 2005). 

 

Any such changes in behavior would constitute tax avoidance but it would be in the 

spirit as well as the letter of the law. There have also been developments in other 
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forms of “corrective taxation” referred to as environmental taxes or “green taxes”. 

The ‘tax gap’ method of viewing compliance is clearly inapplicable in such cases. 

Furthermore, although the alcohol and tobacco examples are very clear, the tax 

system is used by governments as an instrument of policy in all sorts of ways - 

encouraging some activities and discouraging others.  

 

Compliance in this context would appear to indicate compliance with government 

policy in the wider sense, rather than just compliance with tax law. The tax 

avoidance/evasion issue may be important with respect to tax compliance for another 

reason. The two activities are defined the way they are with an implicit assumption 

that it is always possible to distinguish between the two. Of course, this is not always 

true. To the extent that there is such uncertainty in a tax system, it follows that tax 

compliance should follow the spirit of the law.  

 

A final definition of compliance might therefore be the willingness of individuals 

and other taxable entities to act in accordance within the spirit as well as the letter of 

tax law and administration without the application of enforcement activity. There is 

no measure of such a definition that is both simple and accurate. However, this 

definition does indicate the main features, which should be considered in judging the 

compliance of taxpayers with the tax system. 

 

2.9.1 Improvements of Tax Administration 

Effectiveness and efficiency in tax administration is very important and it involves 

simplification wherever feasible, but it sometimes requires more complex procedures 

in order to secure even enforcement. The aim of this is to eliminate unnecessary 

burden on the taxpayer and the tax officials and to secure a more equitable and 

effective application of the tax laws. Thereby, the morale and cooperation of the 

taxpayer as well as the tax official will be improved and better revenue structure 

obtained. An increase in resource devoted to tax administration should also be 

contemplated. There is a need for the use of presumptive rules in assessing tax on 

certain hard-to-tax groups in order to generate the needed tax revenue (Robson, 

1993).  
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A society’s willingness to be taxed will depend on a large extent its belief about what 

the tax revenue is being used for. Increased tax effort may be difficult when 

government expenditure patterns do not give rise to substantial acceleration of 

national income and when tax sacrifices as well as developmental gains are not 

equitably distributed among the population. It is therefore clear that tax effectiveness 

and efficiency is an administrative issue.  

 

According to Robson (1993), tax compliance may also be affected seriously where 

administrative deficiencies make evasion and avoidance simple to achieve.  The 

problem that affects the willingness to be taxed is within the control of the tax 

function and integrity of the tax collection system.  

 

2.9.2  Measures to Improve Voluntary Tax Payment 

Tax payer education program is one of the strategies of improving service delivery to 

the tax payers. Improving service delivery is critical to enhance voluntary tax 

compliance. Lack of voluntary tax compliance compels revenue authorities to use 

costly and coercive methods for tax enforcement (Fjeldstad, 2003). Thus, tax payer 

education is a tool designed to enable taxpayers to understand tax laws and 

procedures. It involves training of special units within the revenue departments, for 

providing education, counseling and support to the taxpayers, through different 

media which include newspapers, television, radio programs, websites, seminars, and 

front desk help to disseminate key information to the taxpayers.The education 

component is expected to deal with non-compliance practice among the 

informalpersonnel (Slemrod, 1985). The non-compliance and may be unintentional, 

where the taxpayer is not aware of his/her tax obligations or fails to fulfill his/her tax 

obligations due to ignorance of tax laws and procedures or may be intentional due to 

the compliance attitudes ( Gordon, 1990). It is expected that tax education will 

enable the taxpayer to understand tax laws and procedures as well as creating 

positive tax compliance attitude (Graham, 1989).  

 

The tax authorities have given special attention on the informal personnel, by 

simplification of the tax laws procedures, associations, annuals taxpayers’ 
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appreciation day, and integrity enhancement as among the strategies (Gillian, 1999). 

Tax Education to the informal personnel becomes necessary when the objective of 

rising tax revenue, at the changing environment; particularly from the official tax 

assessment is considered (Tripp, 2009).At the same time, achieving tax compliance 

and improving revenue generation is not an easy task (Allingham and Sandmo, 

1972). However, this problem can be minimized through tax education. 

 

The department of taxpayer education in Ilala since the financial year 2010/2011 has 

conducted taxpayer sensitization programs through radio, newspapers, television, 

bulletin boards, roadside banners, street announcements using mobile car with 

speakers, leaflets with tax information, participations in the community activities and 

the organization of taxpayer day. 

 

In order to increase the voluntary tax compliance among the entrepreneurs in the 

informal personnel sector, and at the same time maintaining the economy canon of 

taxation, tax education is continuously being provided to these entrepreneurs in Ilala 

District. Other strategies such as the use of the presumptive tax system, audit and 

enforcement are also being used. There has been increase in the revenue performance 

and the level of voluntary tax compliance.  

 

Although there has been an increase in voluntary tax compliance, this could be due to 

other factors. This study singled out the effect of tax education on the level of 

voluntary tax compliance, while holding constant other influencing factors. The 

knowledge from this study justifies the decision of using tax education as a tool of 

enhancing voluntary tax compliance, among the tax payers in Tanzania. 

Most of the studies in the area of tax compliance, as outlined in the empirical 

literature have concentrated on how to change the taxpayer behavior towards more 

compliance using a mix of strategies, such as audit, deterrent measures of penalties 

and fines, as well as quality service delivery strategies. The results from those studies 

indicate that there is a significant positive relationship between the taxpayer 

education and the level of tax compliance. 
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Tax education is being provided as one of the tool to enhance voluntary tax 

compliance among the informal personnel. But of what effects has this tax education 

on the level of voluntary tax compliance, is not clearly known, as other strategies, 

such as audit, investigations, and use of the presumptive taxes, are also used to 

promote voluntary tax compliance. It may be possible that the increase in voluntary 

tax compliance is solely from other influencing factors than tax education.  

 

2.10  Conceptual Framework 

This study assumes that there are several independent variables that can determine 

voluntary tax payment such factors are knowledge of tax payers, experience in 

paying taxes, fairness of tax system, other factors include convenience of filling and 

payment process, actual income, tax rates and attitudes, whereby through the 

intermediate variables such as age, sex, education and location can contribute to 

voluntary tax payment, assumptions are summarized in the Figure 1 below:- 

Figure 2.1:  Conceptual Framework 

 

 

 

 

 

 

 

 

 

Source: Author’s Own Construction, 2014 
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CHAPTER THREE 

 

RESEARCH METHODOLOGY 

 

3.1  Introduction 

The first part of the chapter provides area of the study while the second part 

discusses the research design used. The third part of the chapter gives the population 

of the study. Sample size and sampling procedures are explained in section four of 

the chapter while data collection methods are provided in part five of the chapter. 

The last part of the chapter discusses how the collected data were processed and 

analysed. 

 

3.2  Area of the Study 

According to Miles and Huberman (1994), when conducting research one cannot 

study everybody, everywhere nor do everything. Based on that fact, this study was 

conducted in Ilala District, Dar es Salaam Region. The Taxpayers of Ilala District 

were chosen because they pay their taxes in Ilala Tax Region. However, the Ilala 

area was selected because there are many businessmen and are VAT registered. The 

researcher is also aware with the area and it was easy for data collection. 

 

3.3 Research Design 

Research Design is the conceptual structure within which research is conducted (Yin, 

2003).  It is the framework that specifies the types of information to be collected, 

source of data and data collection procedure. A good design makes sure that the 

information gathered is consistent with the study objectives and data are collected by 

accurate and economical. 

 

This study has adopted a case study design. According to Robson (1993), case study 

is a technique that intensively investigates one or a few situations similar to the 

researcher’s problem and this is beneficial when the researcher wishes to gain a 

deeper understanding of the concept of research 
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3.4  Population of the Study 

Kothari (2006) defines the population of the study as the sum total of all elements 

from which a sample is picked. It is for the benefit of the population that researches 

are done. However, due to the large sizes of populations, researchers often cannot 

test every individual in the population because it is too expensive and time-

consuming. The population of this study has included staff members of TRA and 

taxpayers among the business community at Ilala taxregion. In which up to now the 

registered tax payers are 6,549 and a total number of staff from TRA office are 300. 

 

3.5  Sample Size and Sampling Procedures 

 

3.5.1    Sample Size 

According to Kothari (2006), sampling refers to the process of picking up few or 

small units out of whole population for study. Such unit is expected to be a 

representative of the whole population. The researcher has used the sample size from 

the mentioned population .The larger the sample the accurate the result of it, 

however, due to time and financial resources constraints, it involved  80 respondents, 

30 of whom,10% of 300 was  selected among members of staff of TRA and 50 

respondents whom 0.76% of 6549 was  selected among tax payers. And further uses 

different sampling techniques of which the following techniques were applied. 

 

Table 3.1:  Size of the Sample 

 S/N Respondents Frequencies 

1. Taxpayers 50 

2. TRA Staff 30 

                                   Total 80 

Source: Study Findings, 2014 

 

3.5.2  Sampling Procedure 

Sampling techniques refers to the process of selecting the participants of the sample 

study from the population (Kothari, 2004).  According to Kothari (2004), the result 

obtained from random sampling can be assured in terms of probability.  This fact 
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brings out the superiority of random sampling design to ensure the law of statistical 

regularity, which states “If the sample is randomly selected, the sample had the same 

composition and characteristics as the universe”. This is a reason why random 

sampling is considered as the best technique of selecting a representative 

sample.Simple random sampling was used in selecting tax payers by grouping them 

according to the business they are doing. As an advantage to this sampling technique, 

each element in the population was given equal chance or opportunity of being 

selected. 

 

The study visited all the shops which were opened that day. From the study, the 

group of taxpayers was selected according to the business they are doing like 

hardware, cosmetics, dvd/vcd tapes, vegetable lines ,spear auto parts, electronics, 

home appliances, stationery, shoes, kitchen utensils, and clothes, then from each 

group 5 respondents   were randomly  selected as a sample of this study. Also the 

study visited the shops owned by the women, women were picked randomly.  

 

Purposive sampling represents a group of different non-probability sampling 

techniques. Also known as judgmental, selectiveorsubjective sampling, purposive 

sampling relies on the judgment of the researcher when it comes to selecting the 

units for people, cases/organizations, events, pieces of data that are to be studied. 

 

However, the study used purposive sampling for the management of TRA. The 

researcher has used purposive sampling technique in this study because it enabled the 

researcher to categorize according to their level of responsibilities and capabilities.  

 

3.6  Data Collection Methods 

The study was used both primary and secondary data. Documentary sources such as 

relevant books, journals, articles, official publications and reports were utilized to 

present the facts and to substantiate the arguments in order to secure secondary data. 

In the respect to primary data, interviews, questionnaires, and observation were also 

used. 
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3.6.1  Primary Data 

Interviews, Observationand Questionnaires were used as instruments in collecting 

primary data. 

 

3.6.1.1 Interview Method 

Interview is a method of data collection using oral or verbal communication between 

researcher and respondents. The interview is normally done using research questions. 

In research questions, a researcher is reading while the respondents answer the 

questions. The interview method is quick methods, flexible and can be used to collect 

much information from people.  The information obtained from interview questions 

are normally used for primary data of the study. According to this study, an interview 

method was used to collect information from management office of TRA and other 

illiteracy tax payers. The interview questions which were used are attached as 

Appendix (3) and Appendix (4). 

 

3.6.1.2 Observation 

Apart from asking people what they do, what they think of, this kind of method 

entails looking at what people actually do (Yin, 2003). According to Kothari (2006), 

observation is a data collection method that also involves seeking information by the 

way of environment scanning. The researcher observed the environment in order to 

obtain results that may determine the factors hindering voluntary tax payment. 

 

3.6.1.3   Questionnaires 

According to Kothari (2006), 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. The researcher used questionnaires to 

collect data because they covered a large sample of respondents in the shortest 

possible time and saves costs. The questionnaires which were used are attached as 

Appendix (1) and Appendix (2) 
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3.6.2  Secondary Data 

These are data neither collected directly by the user nor specifically by the user. An 

Act of gathering data that already has been collected by someone else not intended to 

the current situation. In this study secondary source was consulted in order to get the 

required data. It involved the collection of published material and information from 

different sources such as journals and websites. 

 

Secondary data are data obtained from literature sources or data collected by other 

people. They provide second hand information and include both raw data and 

published ones (Electronic mass media, journals, books). The importance of 

secondary is that they supplement primary data (Saunders et al 2007). 

 

3.6.3 Documentary Review Analysis 

Documentary review analysis is a data collection method that involves perusal of 

various documents such as reports, books, financial statements or websites. 

Documentary review analysis was used to collect data and historical information on 

revenue collection targets and achievements by TRA since its establishment to the 

present time. 

 

3.7  Data Processing and Analysis 

According to (Kothari, 2006), data processing involves editing, coding, 

classification, tabulation and summarizing of the collected data so that they are 

amendable for analysis. 

 

Data and information that was collected during the study were reduced into summary 

form that was processed by normal office applications such as Microsoft Excel 

spreadsheet software. 

 

Quantitative data was collected from questionnaires and was carefully checked for 

correctness, and then presented in tables and figures by using words, numbers and 

percentages. The data was analysed by using SPSS 16.0 and presented in the form of 

pie charts and histograms. Qualitative data collected from interviews with 
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respondents was recorded using tape recorders and then was transcribed. The 

findings of the research study was  organized and the data was  presented in the form 

of words, numbers and percentages by using tables, pie charts and  histograms.  
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CHAPTER FOUR 

 

FINDINGS AND DISCUSSION 

 

4.1 Introduction 

The first part of the chapter provides background characteristics of respondents in 

terms of their age, sex, level of education, experience level of paying taxes and work 

experience. The second part of the chapter discusses the knowledge of tax payers 

regarding to taxes they are paying while the third part examine the factors 

contributing to non-voluntary payment of taxes among tax payers. The fourth part 

gives tax payers view on tax administration and the use of collected taxes in 

Tanzania. And the last part provides the measures to be taken to improve voluntary 

tax payment. 

 

4.2 Background Characteristics of Respondents 

4.2.1     Age 

Age of tax collectors was important to be considered in the study because it enables 

the study to find out whether the performance of TRA employees with regard to tax 

collection and knowledge of tax payers with regard to tax matters is influenced by 

age. The study analysed the age of respondents and feedback was documented as 

exploring the contribution of the factors hindering voluntary tax payment in Ilala 

municipality. The study analyzed the age of respondents by using a ten years age 

group and feedback was documented as shown in Table 4.1 and Figure 2. Findings of 

the study show that old taxpayers aged 50-59 years (34.0%) are paying their tax 

without any problem compared to young people. This study shows that old persons 

are more tax compliant than their young counterparts. This is an indication that most 

individual taxpayers were at their productive ages of 30-59 years (78.0%). These 

findings were supported by the study done by Torgler (2003) on the differences in 

preferences towards environment. The findings of their study supported this results 

that most taxpayers were at productive ages not children. 

 

 



40 

Table 4.1:  Age 

Age Group Frequency Percent (%) 

 Taxpayers Tax collectors Tax Payers Tax collectors 

20-29 years 5 5 10.0 16.7 

30-39 years 9 8 18.0 26.7 

40-49 years 13 7 26.0 23.3 

50-59 years 17 6 34.0 20.0 

60+    years 6 4 12.0 13.3 

Total 50 30 100.0 100.0 

Source: Study Findings, 2014 

 

The same information is presented using bar chart as indicated in Figure 2 

 

Figure 2:  Age 

 

Source: Study Findings, 2014 

 

4.2.2 Sex 

Sex of the respondents was another important variable to consider during the study 

where by Table 4.2 and Figure 3 provide sex distribution of tax payers and tax 

collectors and the findings were as follows 58.0% were males and 42.0% were 

females among tax payers. This implies that male taxpayers are more tax compliant 
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than female. This finding confirms the conclusions of Torgler (2003) that male 

taxpayers are more compliant than their female counterparts are. Males by natures 

are submissive and this quality is displayed in every sphere of their life including 

complying with income tax laws. Females on the other hand are generally risk loving 

and deviants and exhibit this quality in every aspect of life including compliance 

with income tax laws. 

 

Tax collectors53.3% was males and 46.7% were females among TRA staff. This 

implies that the office has not maintained the gender equality in the organization. 

 

Table 4.2: Sex 

Sex Frequency Percent (%) 

 Taxpayers Tax collectors Tax Payers Tax collectors 

Male 29 16 58.0 53.3 

Females 21 14 42.0 46.7 

Total 50 30 100.0 100.0 

Source: Study Findings, 2014 

The same information is shown using bar chart as indicated in Figure 3 

 

Figure 3:  Sex 

 

Source: Study Findings, 2014 
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4.2.3   Education Level 

The researcher was interested to know the education level of tax payers  and tax 

collectors  because it enables the study to find out whether the performance of tax 

collectors on tax collection and voluntary tax payment is  influenced by their level of 

education also  levels of education could help the respondents in understanding 

different questions asked by the researcher. The statistics show that degree education 

level comprised majority of TRA staff members by 36.7% also majority of tax 

payers involved in this study were of a secondary education by 34.0%.This 

information means that respondents know to read and write. This is a clear indication 

that individual taxpayers can understand, interpret the tax laws, and at the same time 

keep correct books of account and records. The challenge of lack of knowledge of 

tax compliance behavior towards a tax system is serious on the grounds that it may 

have played part short falls in tax collection, even after aggressive marketing by 

TRA in the print and electronic media. The study analysed feedback as documented 

as shown in the Table 4.3 and Figure 4; 

 

Table 4.3:  Level of Education 

Education Level Frequency Percent (%) 

 Taxpayers Tax collectors Taxpayers Tax collectors 

 Primary 14 - 28.0 - 

 Secondary 17 - 34.0 - 

 Certificate 7 - 14.0 - 

 Diploma 4 8 8.0 26.7 

 Degree 5 11 10.0 36.7 

 Postgraduate Diploma   1 6 2.0 20.0 

 Masters 2 5 4.0 16.6 

 Total 50 30 100.0 100.0 

Source: Study Findings, 2014 
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The same information is shown using bar chart as indicated in Figure 4 

 

Figure 4:  Level of Education 

 

Source: Study Findings, 2014 

 

4.2.4    Experience Level on Tax Collection of TRA Staff Members 

Work experience was an important variable in this study, because it enabled the 

study to find out whether the performance of employees of TRA in tax collection 

was determined by their level of their working experience. The study has analyzed 

the level of working experience of TRA staff members and the feedback was 

documented as shown in the Table 4.4 and Figure 5 , the result was the majority of 

respondents said that they have work experience of 0 - 4 years(36.6%). 
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Table 4.4:  Experience Level on Tax Collection of TRA Staff Members 

 Year of experience Frequency Percent (%) 

 0 - 4 years 11 36.6 

5 - 8 years 2 6.7 

9 - 12 years 6 20.0 

13 - 16 years 8 26.7 

16+ years 3 10.0 

Total 30 100.0 

Source: Study Findings, 2014 

The same information is presented using bar chart as indicated in Figure 5 

 

Figure 5:  Experience Level on Tax Collection of TRA Staff Members 

 

Source: Study Findings, 2014 
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4.3 Knowledge of Tax Payers Regarding Taxes they are paying 

 

4.3.1  Experience Level in Paying Taxes 

The study analysed the number of years of experience they have paying taxes   in 

order to find out their level of compliance. Table 4.5 and Figure 6 show a total 

number of different tax payers and their experiences in paying taxes, the findings 

show that 26.0% of tax payers had an experience of less than 4 years in paying taxes. 

These findings show that the majority of the tax payers had less than four years’ 

experience of paying taxes which contributes to low tax compliance and that 

experienced tax payers are more likely to pay taxes. 

 

Table 4.5:  Experience Level in Paying Taxes 

 Years of experience Frequency Percent (%) 

 0 - 4years 13 26.0 

5 -8years 12 24.0 

9 -12 years 9 18.0 

13 -16 years 11 22.0 

16+  years 5 10.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using bar chart as indicated in Figure 6 
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Figure 6:  Experience Level in Paying Taxes 

 

Source: Study Findings, 2014 

 

4.3.2 Knowledge of Tax Payers on Tax Laws 

Knowledge of tax payers on tax laws is very important in a tax collection system; the 

researcher was interested to know to what extent tax payers have knowledge on tax 

laws. The data as shown in Table 4.6 and Figure 7 show that 48.0% of respondents 

had low knowledge on tax laws however 4.0% of the respondents had very high 

knowledge on tax laws. These signify that, the majority of the tax payers have low 

knowledge on tax laws, thus contributing to low tax compliance. 

 

Table 4.6:  Knowledge of Tax Payers on Tax Laws 

 responses frequency Percentage (%) 

 Very high 2 4.0 

High 

moderate 

5 

19 

10.0 

38.0 

low 13 26.0 

Very low 11 22.0 

Total 50 100.0 

Source: Study Findings, 2014 
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The same information is presented using bar chart as indicated in Figure 7 

 

Figure 7:  Knowledge of Tax Payers on Tax Laws 

 

Source: Study Findings, 2014 

 

4.4    Factors Contributing to Non-Voluntary Payment of Taxes among Tax 

Payers 

 

4.4.1  High Tax Rates 

High tax rate was among the factors hindering voluntary tax payment in Ilala 

Municipality. The feedback from respondents was documented as shown in the Table 

4.7 and Figure 8. The findings show that the majority of respondents (64.0%) agreed 

that high tax rates limit taxpayers from paying taxes. This implies that if tax rates are 

reduced many people would pay tax unlike when the rates are so high, which could 

cause many tax payers to evade paying taxes. Too high tax rates could force 

taxpayers into the underground economy and destroy all efforts to increase voluntary 

payment. 

 

Some studies suggest that high tax rates foster evasion. The intuition is thathigh tax 

rates increase the tax burden and, hence, lower the disposable income of the taxpayer 

(Alligham and Sandmo, 1972; Chipeta, 2002). However, the level of the tax rate may 
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not be the only factor influencing people’s decision about paying taxes. In fact, the 

structure of the overall tax system has an impact as well. If, for example, the tax rate 

on corporate profits is relatively low, but individuals are facing a high tax rate on 

their personal income, they may perceive their personal tax burden as unfair and 

choose to declare only a part of their income.  

 

Table 4.7:  High Tax Rates 

 Responses Frequency Percent (%) 

 Strongly agree 22 44.0 

Agree 12 24.0 

Disagree 10 20.0 

Strongly disagree 6 12.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using pie chart as indicated in Figure 8 

 

Figure 8:  High Tax Rates 

 

Source: Study Findings, 2014 
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4.4.2  Financial Constraints 

Financial constraints were found to have more direct and strong influence on the 

non-compliance behaviour of self-employed taxpayers. The feedback from 

respondents was documented as shown in the Table 4.8 and Figure 9. The findings 

show that the majority   of respondents (78.0%) agreed that financial constraints limit 

taxpayer from paying taxes; this implies that when tax payers face financial 

constraints they tend to evade paying taxes.  

 

Table 4.8: Financial Constraints 

 Responses Frequency Percent (%) 

 Strongly agree 28 56.0 

Agree 11 22.0 

Disagree 7 14.0 

Strongly disagree 4 8.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using pie chart as indicated in Figure 9 

Figure 9: Financial Constraints 

 

Source: Study Findings, 2014 
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4.4.3  Lack of Tax Knowledge among Tax Payers 

Results in Table 4.9 and Figure 10 revealed that respondents had different feelings 

towards lack of tax knowledge among taxpayers. It was found that (84%) agreed that 

lack of tax knowledge among taxpayers increase taxpayers to avoid paying tax and 

(16%) disagreed. This research finding was an important contribution to existing 

knowledge on the non-compliance behaviour of individual taxpayers. Based on the 

findings of the research, it was found that tax knowledge had significant effects on 

the compliance behaviour of individual taxpayers. The lack of tax knowledge did 

cause numerous errors in tax returns prepared and furnished by individual taxpayers, 

resulting in unintentional non-compliance by tax payers. Tax payer education 

program is one of the strategies of improving service delivery to the tax payers. 

Improving service delivery is critical to enhance voluntary tax compliance. Lack of 

voluntary tax compliance compels revenue authorities to use costly and coercive 

methods for tax enforcement (Fjeldstad, 2004). Thus, tax payer education is a tool 

designed to enable taxpayers to understand tax laws and procedures. It involves 

training of special units within the revenue departments, for providing education, 

counseling and support to the taxpayers, through different media which include 

newspapers, television, radio programs, websites, seminars, and front desk help to 

disseminate key information to the taxpayers.  

 

Table 4.9: Lack of Tax Knowledge among Tax Payers 

 Responses Frequency Percent (%) 

 Strongly agree 33 66.0 

Agree 9 18.0 

Disagree 6 12.0 

strongly disagree 2 4.0 

Total 50 100.0 

Source: Study Findings, 2014 
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The same information is presented using pie chart as indicated in Figure 10 

 

Figure 10: Lack of Tax Knowledge among Tax Payers 

 

Source: Study Findings, 2014 

 

4.4.4 Tax Structure Features 

Tax structure features showed reasonably strong effects on taxpayers' compliance 

behavior on voluntary tax payment. Empirical evidence revealed that fear of being 

tax audited and penalized had also indirectly influenced individual taxpayers' 

compliance decisions. Thus it is concluded that individual taxpayers were sensitive 

to the two tax structure features, namely tax audit and penalty, as shown in the Table 

4.10 and Figure 11, 92.0% the majority of respondents agreed. 

 

Table 4.10: Tax Structure Features 

 Responses Frequency Percent (%) 

 Strongly agree 36 72.0 

Agree 10 20.0 

Disagree 3 6.0 

Strongly disagree 1 2.0 

Total 50 100.0 

Source: Study Findings, 2014 
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The same information is presented using pie chart as indicated in Figure 11 

 

Figure 11: Tax Structure Features 

 

Source: Study Findings, 2014 

 

4.4.5  Tax Payers’ Negative Attitudes toward Paying Taxes 

The willingness of the tax payers to comply with their obligations depends to a large 

extent upon the perception that the funds taken from them are put to some good use. 

This findings show that taxpayers have negative attitude towards paying taxes. This 

is probably due to the fact that the Government does not provide the services needed 

for the citizens as required. The willingness of the taxpayers to comply with their 

obligations depends how the Government cares about their needs such as road 

construction, education and health services. Among the reasons for such taxpayer 

behaviour is poor public services delivery by the Government and miss-use of public 

funds. The results shown in the Table 4.11 and Figure 12 show that 70.0% of tax 

payers  agreed that tax payers’ trust in the government improves the positive attitude 

and commitment to paying taxes.    
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Table 4.11:  Tax Payers’ Negative Attitudes toward Paying Taxes 

 Responses Frequency Percent (%) 

 Strongly agree 25 50.0 

Agree 10 20.0 

Disagree 8 16.0 

strongly disagree 7 14.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using pie chart as indicated in Figure 12 

 

Figure 12:  Tax Payers’ Negative Attitudes toward Paying Taxes 

 

Source: Study Findings, 2014 
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4.5  Tax Payers View on Tax Administration and the use of collected tax in 

Tanzania 

4.5.1   Unfairness of the Tax System 

The perception of the unfairness of the tax system among taxpayers was an important 

element in the process of enhancing voluntary compliance. From the findings as 

shown on Table 4.12 and Figure 13, there was a negative perception with regards to 

fairness of the tax system. However 34.0% of the tax payers had a positive 

perception on the fairness of the tax system and 62.0% of the majority of respondents 

had a negative perception on the fairness of the tax system. The perception of the 

unfairness of the tax system among taxpayers was an important element in the 

process of enhancing voluntary compliance. This implies that Public dissatisfaction 

with the tax system has grown over the past decade, and the focus of the public’s 

frustration is not how much they themselves pay, but rather the impression that 

wealthy people are not paying their fair share. Taxpayers agreed on the need for tax 

reform; many people across party lines see the system as unfair and in need of a 

complete overhaul.  These findings were supported by the findings done by Eriksen 

and Fallan (2006) who argued that the presumptive income tax system provided 

increased inequitable tax liability among tax payers thus an overall effect on 

performance of different enterprises. Cowell (1992) had supported this study by 

agued the negative perception that the tax effect reduces the amount of internally 

generated funds for further investment and return on private capital. 

 

Table 4.12:  Unfairness of the Tax System 

 Responses Frequency Percent (%) 

 Fair 17 34.0 

Not fair 31 62.0 

Neutral 2 4.0 

Total 50 100.0 

Source: Study Findings, 2014 
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The same information is presented using bar chart as indicated in Figure 13 

 

Figure 13:  Unfairness of the Tax System 

 

Source: Study Findings, 2014 

 

4.5.2 Relationship between Taxpayers and Tax Authorities 

The researcher was interested to know whether relationship between tax payers and 

tax collectors was a challenge to voluntary tax payment or not. The feedback from 

respondents was documented as shown in the Table 4.13 and Figure 14. The findings 

show that 80.0% of the respondents agreed that, poor relationship between taxpayers 

and tax authorities limits tax payers from paying taxes voluntarily. 

 

Table 4.13:   Relationship between Taxpayers and Tax Authorities 

 Responses Frequency Percent (%) 

 Strongly agree 29 58.0 

Agree 11 22.0 

Disagree 6 12.0 

strongly disagree 4 8.0 

Total 50 100.0 

Source: Study Findings, 2014 

 



56 

The same information is presented using pie chart as indicated in Figure 14 

 

Figure 14:   Relationship between Taxpayers and Tax Authorities 

 

Source: Study Findings, 2014 

 

4.5.3 Harassment by Tax Collectors 

The researcher was interested to know if tax payers are being harassed by tax 

collectors in other words, taxpayers are not treated in a professional manner, being 

treated  more like customers rather than like suspects or thieves,  and the feedback 

from respondents was documented as shown in the Table 4.14 and Figure 15. The 

findings show that 84.0% of the majority respondents agreed. These findings show 

that there was harassment made by tax collectors towards taxpayers. If someone is 

abusing, insulting, or otherwise harming somebody on a regular basis, it's called 

harassment. This implies that a professional and effective service-oriented tax 

administration is crucial for improving tax compliance so tax administration in 

Tanzania must have a look on that. 
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Table 4.14: Harassment by Tax Collectors 

 Responses Frequency Percent (%) 

 Strongly agree 36 72.0 

Agree 6 12.0 

Disagree 5 10.0 

Strongly disagree 3 6.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using pie chart as indicated in Figure 15 

 

Figure 15:  Harassment by Tax Collectors 

 

Source: Study Findings, 2014 

 

4.5.4 Use of Collected Taxes 

According to respondents’ perceptions, is that taxes collected are not spent 

effectively on public services. The results documented in the Table 4.15 and Figure 

16, 86.0% of respondents agreed that taxes collected are not spent effectively on 

public services, so this concluded that it reduces tax morale of tax payers to pay tax 

voluntarily. 
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Table 4.15:  Use of Collected Taxes 

 Responses Frequency Percent (%) 

 Strongly agree 30 60.0 

Agree 13 26.0 

Disagree 7 14.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using bar chart as indicated in Figure 16 

 

Figure 16:  Use of Collected Taxes  

 

Source: Study Findings, 2014 

 

4.5.5  Services Provided by the Government 

In general, citizens expect some kind of service or benefit in return for the taxes paid. 

If the government fails to provide basic public goods and services or provides them 

insufficiently, citizens may not be willing to pay taxes and tax evasion and avoidance 

will be the consequence (Pashev, 2005; Everest-Phillips, 2008; Lieberman, 2002; 

Brautigam et al., 2008). 
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The researcher was interested on understanding the views of tax payers on the use 

collected taxes. The researcher found that a large number of tax payers were not 

satisfied with the services provided by the government like poor business centers, 

poor roads and networks, inefficient and inadequate communication networks, 

inadequate and unreliable power and water supplies, lack of waste disposal facilities, 

as shown on Table 4.16 and Figure 17. The majority of respondents agreed (90.0%) 

that they not satisfied with the services provided by the government 

 

Table 4.16: Services Provided by the Government 

 Responses Frequency Percent (%) 

 Strongly agree 35 70.0 

Agree 10 20.0 

Disagree 5 10.0 

Total 50 100.0 

Source: Study Findings, 2014 

 

The same information is presented using bar chart as indicated in Figure 17 

 

Figure 17:  Services Provided by the Government 

 

Source: Study Findings, 2014 
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4.5.6   Misuse of Tax Revenues by Tax Collectors 

Citizens’ perceptions of misuse of tax revenues by tax collectors may still reflect 

their views based on their experiences on tax collection. The lack of trust in tax 

collectors has been also documented in previous studies (Tripp, 1997; 

Fjeldstad&Semboja, 2000). , the collection of the tax often led to conflicts and 

tensions between collectors and citizens. Dishonest tax collectors are perceived to be 

a major problem in tax collection. The results are documented in the Table 4.17 and 

Figure 18, 50.0% of respondents strongly agreed that tax collectors misuse tax 

revenues. 

 

Table 4.17:  Misuse of Tax Revenues by Tax Collectors 

 Responses Frequency Percent (%) 

 Strongly agree 25 50.0 

Agree 17 34.0 

Disagree 8 16.0 

Total 50 100.0 

Source: Study Findings, 2014 
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The same information is presented using bar chart as indicated in Figure 18 

 

Figure 18:  Misuse of Tax Revenues by Tax Collectors 

 

Source: Study Findings, 2014 

 

4.6 Measures to be taken by TRA to Improve Voluntary Tax Payment 

To establish measures to be taken by TRA to improve voluntary tax payment, the 

study analysed the feedback from respondents on the matter and the findings are 

documented as shown in the Table 4.18 and Figure 19; the majority of respondents 

agreed that education to tax payers will improve their compliance followed by 

awards to tax payers who pay tax voluntarily 
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Table 4.18:  Measures to be taken By TRA to Improve Voluntary Tax 

Payment 

Responses Frequency Percent (%) 

Education to tax payers 9 30.0 

Easy process of payment 6 20.0 

Awards to tax payers who pay tax voluntarily 8 26.7 

Fairness in tax rates 4 13.3 

Good relationship with tax payers 2 6.7 

Tax Incentives 1 3.3 

Total 30 100.0 

Source: Study Findings, 2014 

The same information is presented using pie chart as indicated in Figure 19 

 

Figure 19:  Measures to be taken by TRA to Improve Voluntary Tax 

Payment 

 

Source: Study Findings, 2014 

 

Results in Table 4.18 and Figure 19 revealed that respondents (Staff of TRA) had 

different feelings towards the factors to improve voluntary tax payment. It was 

revealed that out of 30 respondents; (30%) indicated that there was a need to provide 

education to taxpayers. Tax knowledge among taxpayers’ made them to be 

responsible to report their income and the need for them to determine their own tax 

liability without forcing them. Central to the motivations, tax knowledge is an 

increase in the efficiency of tax collection for the tax authority; however, of more 
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vital importance is the need to enable this without having an unacceptable 

detrimental effect on the other key characteristics of a well-designed tax system 

(equity, wider administrative efficiency etc). This requires the development of public 

awareness of tax laws, and improvements in voluntary compliance. 

 

 According to the main facilitating factors in achieving these aims, is the 

development of the level of tax knowledge among taxpayers. The results suggested 

that tax knowledge has a significant impact on tax compliance even though the level 

of tax knowledge varies significantly among respondents. The results also indicate 

that tax compliance is influenced specifically by probability of being audited, 

perceptions of government spending, penalties, personal financial constraints, and 

the influence of referent groups.  

 

The findings also noted that (20%) indicated that there was a need to provide easy 

process of payment. The Tanzania Revenue Authority (TRA) is implementing the 

Electronic Fiscal Devices Regime as one of the initiatives under its Third Corporate 

Plan (2008/2009 – 2012/2013) to enhance voluntary compliance in areas of receipt 

issuance and increase tax revenue collection in a cost effective way. 

 

The implementation of Electronic Fiscal Devices is expected to ensure issuance of 

homogeneous fiscal receipts and fiscal invoices. Users is compelled to keep proper 

records and full details of their business transactions which accessible online to TRA 

central server. Electronic Fiscal Devices are also meant to intensify controls, improve 

tax data quality, safety and minimize the use of parallel and fake receipts. The 

devices ensure easy access of online tax information and quick response to deviation 

or malpractices over the machine(s), facilitate efficient time management for 

compliance monitoring, simplifies field tax audits and refunds, facilitate retrieval of 

adequate information for administration of other taxes as well as provision of high 

quality taxpayer services and consequently minimize tax disputes. 
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It was also found that (26.7%) of respondents indicated that there was a need to 

award tax payers who pay tax voluntarily.Giving awards to tax payers is great 

motivation and improves taxpayer’s morale.  

The findings as well noted that (13.3%) of respondents indicated that there was a 

need to have fairness in tax rates. The findings noted that there were complains on 

high tax rates. The government has not yet exhausted the country’s tax base. Actually 

even the known tax payers are not paying the amount of taxes that they are supposed 

to pay.  

The findings as well showed that there was a need to have good relationship with tax 

payers. This was indicated by (6.7%) of respondents.There is a basic relationship in 

any country between the revenue body and the taxpayer. It is one characterized by 

the parties interacting solely by reference to what each is legally required to do 

without any urging or persuasion from the other. The principal parties to the basic 

relationship are taxpayers and revenue bodies. Nevertheless, within this relationship 

tax intermediaries play an important role as they will often provide advice as to the 

legal boundaries of the basic relationship and the tax implications of moving beyond 

them.  

 

They will also interact directly with the revenue body on a regular basis in 

advocating taxpayer positions. Accordingly, while tax intermediaries are not direct 

parties to the basic relationship, they do have a significant impact upon taxpayer 

behaviour within (or indeed beyond) that relationship. According to Richardson and 

Sawyer (2001) for taxpayers, the basic relationship typically means they must file a 

tax return that discloses at least a bare minimum amount of information; declare the 

‘right’ amount of tax; and pay that amount on time. It does not oblige the taxpayer to 

tell the revenue body much about how that tax amount was arrived at, nor whether 

there are matters of uncertainty or unpredictability about which the taxpayer has 

chosen to claim the benefit of the doubt.  
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The findings also showed that (3.3%) of respondents indicated that there was a need 

to have tax incentives. Tax incentives are granted to both local and foreign investors 

provided they are registered by Tanzania Investment Centre (TIC) and/or Tanzania 

Revenue Authority (TRA).Tax incentives are mainly in the form of enhanced capital 

deductions and allowances. They are structured as according to the lead and priority 

sectors including agriculture, agro-based industries, mining, tourism, petroleum and 

gas and economic infrastructure (Road, railways, air and sea transport, port facilities, 

telecommunication, banking and insurance). 

 

A tax incentive is an aspect of a country’s tax code designed to incentives, or 

encourages a particular economic activity. Many tax incentives simply remove part 

or all the burden of the tax from whatever market transaction is taking place. This is 

because almost all taxes impose what economists call an excess burden or a 

deadweight loss. Deadweight loss is the difference between the amount of economic 

productivity that would occur absent the tax and that which occurs with the tax 

imposed.  

 

4.7 Measures to be taken by the Government to Improve Voluntary Tax 

Payment 

To establish measures taken by the government to improve voluntary tax payment, 

the study analysed the feedback from respondents on the matter and the findings are 

documented as shown in the Table 4.19 and Figure 20.  

 

Table 4.19:  Measures to be taken by the Government to Improve Voluntary 

Tax Payment 

Responses Frequency Percent (%) 

Improving public services 25 50.0 

More information on allocation of tax revenues 17 34.0 

More information on collected taxes 8 16.0 

Total 50 100.0 

Source: Study Findings, 2014 
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The same information is presented using pie chart as indicated in Figure 20 

 

Figure 20:  Measures to be taken by the Government to Improve Voluntary 

Tax Payment 

 

Source: Study Findings, 2014 

 

Results in Table 4.19 and Figure 20 revealed that respondents (tax payers) had 

different feelings towards the measures to be taken by the Government to improve 

voluntary tax payment this indicated (50.0%) of respondents suggested that the 

Government should improve social development services to the society such as good 

infrastructure, good health services, and water supply to encourage voluntary tax 

payment 

 

More information on allocation of tax revenues (34.0%), the government must give 

information on the allocation of tax revenues, i.e. the tax revenues have been used in 

doing so and so. 

 

More information on uses of collected taxes (16.0%) the government should disclose 

all the uses of collected taxes, to reduce tax payers’ negative perceptions on paying 

taxes. 
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4.8 Education to Tax Payers 

Through tax education, tax payers are able to identify the taxes they are supposed to 

pay and in what amount. The study found out that tax education offered by TRA to 

tax payers includes; types of taxes, tax rates, tax laws that govern the tax 

administration system in Tanzania (e.g. Income Tax Act, 2004) and types of tax 

payers (i.e. small, medium and large tax payers). The study analysed feedback from 

respondents on type of tax education offered by TRA. The findings are shown in the 

table 4.20 and figure 21; 

 

Table 4.20: Education to Tax Payers 

 Responses Frequency Percent (%) 

 Types of taxes 17 56.7 

Tax rates 6 20.0 

Tax laws 4 13.3 

TIN 3 10.0 

Total 30 100.0 

Source: Study Findings, 2014 

 

The same information is presented using pie chart as indicated in Figure 21 

 

Figure 21: Education to Tax Payers 

 

Source: Study Findings, 2014 
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Results in Table 4.20 and Figure 21 revealed that taxpayers are required to know 

different things on taxation. It was revealed that taxpayers require knowing the types 

of taxes. This was indicated by (56.7%). Taxpayers are supposed to know the type of 

taxes which include; value added tax (VAT), customs duty and excise duty. VAT is a 

consumption tax charged by VAT registered traders on all taxable goods and services 

at a standard rate of 18%. The VAT is a multistage tax levied at each stage of 

production and distribution up to the retail stage. The tax is also levied on taxable 

imports made by persons whether or not registered for VAT. All traders whose 

taxable turnover exceeds TZS 40 million per annum (for Tanzanian Mainland) and 

TZS 20,000,000 (for Zanzibar) are obliged to apply for VAT registration to the 

respective Commissioners in their respective tax Authority. They are also required 

by law to keep records and books of accounts of their business. 

 

It was also noted that (20%) of respondents indicated about   tax rates education. A 

tax rate is the percentage of an individual's taxable income or a corporation's earning 

that is owed to the state, federal and in some cases, municipal governments. In 

certain municipalities, regional income taxes are also imposed, increasing the tax 

burden for those residents. The percentage at which an individual or corporation is 

taxed. The tax rate is the tax imposed by the federal government and some states 

based on an individual's taxable income or a corporation's earnings.  

 

On the other hand, (13.3%) indicated about tax laws education. Tax law is an area of 

legal study dealing with the statutory, regulatory, constitutional, and common-law 

rules that constitute the law applicable to taxation, which is the method by which the 

government levies on economic transactions. In law schools, "tax law" is a sub-

discipline and area of specialist study. Tax law specialists are often employed in 

consultative roles, and may also be involved in litigation. Tax laws which oversee 

taxation process in Tanzania. It consists of the main laws, regulations and finance 

Acts. The main tax laws are to be read in conjunction in order to achieve the desired 

goal of the provisions. The following are Finance Acts which provide changes in tax 

laws made during a particular fiscal year Finance Act 2007, Finance Act 2008, 
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Finance Act 2009, Finance Act 2010, Finance Act 2011, Finance Act 2012, Finance 

Act 2013 and Finance Act 2014. 

 

It was also found that (10%) of respondents indicated about TIN education. A 

number which is used to identify entities for tax-related purposes such as filing tax 

returns, or other actions such as opening a bank account. For an individual, his or her 

TIN is the same as his or her Social Security Number (SSN). For businesses, its TIN 

is the same as its Employer Identification Number (EIN). A taxpayer dentification 

number (TIN) is an employer identification number assigned by the Internal Revenue 

Service (IRS) when registering a company to do business in the United States. 

 

Tax knowledge among taxpayers made them to be responsible to report their income 

and the need for them to determine their own tax liability without forcing them. 

Central to the motivations tax knowledge is an increase in the efficiency of tax 

collection for the tax authority. However, of more vital importance is the need to 

enable this without having an unacceptable detrimental effect on the other key 

characteristics of a well-designed tax system (equity, wider administrative 

efficiency).  
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CHAPTER FIVE 

 

CONCLUSION AND RECOMMENDATIONS 

 

5.1 Conclusion 

The conclusion based on the objectives of the study and findings, the study 

concludes that tax payers don’t have sufficient knowledge on tax laws. Based on the 

findings of the research, the majority of taxpayers does not understand tax law 

correctly, and thus, complain about having poor subjective knowledge and feeling 

incompetent concerning tax issues. Poor knowledge can evoke distrust and negative 

attitudes towards tax, whereas good tax knowledge correlates with positive attitudes 

towards tax. 

 

It is further concludes that the main factors contributing to non-voluntary payment of 

taxes among tax payers are high tax rates, financial constraints and lack of tax 

knowledge among tax payers. Other factors include tax structure features, tax payers’ 

negative attitudes toward paying taxes. Thus it is conclude that individual taxpayers 

were sensitive to those factors which lead to non-voluntary tax payment. 

 

Moreover it concludes that the tax payers’ views on tax administration include 

unfairness of the tax system and poor relationship between taxpayersand tax 

authorities. Other factor includes harassment by tax collectors. 

 

Also it concludes that the views of tax payer on the use of collected taxes include, 

taxes collected are not spent effectively on public services, tax payers’ dissatisfaction 

on the services provided by the government. The citizens’ access to and right to 

information on taxes collected and how revenues are spent is seen as a necessary 

condition to achieve accountable, transparent and participatory governance and 

people-centred development. 
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However, information to the public on tax revenues collected and financial 

allocations are in scarce supply, according to the survey data. To build trust between 

citizens and the government, information to the public is crucial. 

 

Lastly the study revealed the factors to improve voluntary tax payment.It was 

revealed that there was a need to provide education to Taxpayers.Tax knowledge 

among taxpayers’ made them to be responsibility to report their income and the need 

for them to determine their own tax liability without forcing them. The findings also 

indicated that there was a need to provide easy process of payment.The Tanzania 

Revenue Authority (TRA) is implementing the Electronic Fiscal Devices Regime as 

one of the initiatives under its Third Corporate Plan (2008/2009 – 2012/2013) to 

enhance voluntary compliance in areas of receipt issuance and increase tax revenue 

collection in a cost effective way. 

 

It was also indicated that there was a need to awards to tax payers who pay tax 

voluntarily.Giving awards to employees is great motivation and improves employee 

morale. The findings as well indicated that there was a need to have fairness in tax 

rates.The findings noted that there were complains on high tax rates. The findings as 

well showed that there was a need to have good relationship with tax payers.There is 

a basic relationship in any country between the revenue body and the taxpayer. The 

findings also indicated that there was a need to have tax incentives.  

 

5.2  Recommendations 

From the findings of the study and the conclusion made above the study recommends 

the following: 

(i.) Recommendations to the Government 

It is hoped that the findings of this study will help the government to come up with 

strategies that will help to improve voluntary tax payment in Tanzania, and improve 

the tax collections. This could be achieved by the government to disclose the use of 

tax collected and improve social development services to the society such as good 

infrastructure, good health services, and water supply etc. 
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(ii.) Recommendations to TRA Management 

The management of TRA should put more emphasis on tax education by allocating 

sufficient resources to its Tax Payers Education Department that will enable the 

department to hire more tax education trainers and in so doing, offer tax education to 

a larger number of tax payers. Also management of TRA should also strive to widen 

the tax base by identifying new sources of taxable income. Tax education is 

necessary to increase public awareness especially in areas concerning taxation laws, 

the role of tax in national development. 

 

Improve incentives for tax payment like bonus for good tax payers and special 

recognition to those making full compliance. Also in order to enhance the 

willingness of paying taxes, in some cases link taxes with specific infrastructure 

improvements. 

 

Improve tax recordsincluding exploring the possibility of using the anticipated 

national identity card to link citizens access to various public and private services 

and funds to the imperative of paying taxes. 

 

(iii.) Recommendations to the Tax Payers 

Tax payers should recognize and pay attention to tax education offered by TRA 

because by so doing, they would become more aware of tax matters and that could 

enable them to understand the rationale behind paying taxes, and to enhance 

taxpayers’ ability to understand the tax administration system and increase their 

confidence in fulfilling their responsibilities as taxpayers.  

 

Taxpayers have to recognize the duty of paying taxes as an important ingredient in 

the democratization process. Taxpayers should be able to comply with taxation 

system of the country.  

 

5.3     Areas for Further Studies 

Areas of further studies that were identified include a similar study on the concepts 

of taxpayers’ attitudes towards tax systems, the factors which influence taxpayers’ 



73 

attitudes and the relationship between attitudes and tax compliance behaviour among 

informal personnel income earners which has encountered a lot of debate in every 

economy. The researcher recommends a study to be conducted, which will evaluate 

the above concepts in the other municipals in Tanzania to improve on the revenue 

collection so as to build our developing economy. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



74 

REFERENCES 

 

Abdul-Jabbar, H and Pope, J, (2008.) Exploring the relationship between tax 

compliance costs and compliance issues in Malaysia. Journal of 

Applied Law and Policy. pp 1–20.  

 

Ajzen I (1991). Organisational and Human Decision Processes: The Theory of 

Planned Behaviour. Massachusetts: Academic Press Inc. 

 

Ajzen, I. and Fishbein. M. (2000). Attitudes and the attitude towards behavior 

relation. New York: Hewstone 

 

Alligham, M. and Sandmo, A (1972). Income Tax Evasion. Journal of Public 

Economics 

 

 

Alm, J and Torgler, B. (2006). Culture differences and tax morale in the United 

States and Europe. Journal of economic psychology, 27(2), 224-

226.  

 

Alm, James, Sanchez, Isabel and de Juan Anna (1995), ‘Economic and noneconomic 

factors in tax compliance’, Kyklos, vol. 48(1), pp. 3-18. 

 

Alt, R. (2003).  Challenges in Tax Administration. London: Fiscal Publications. 

 

Andreoni, J., Erard, B. and Feinstein, J. (1998) Tax compliance. Journal of Economic 

Literature, Issue 36/2000, pp. 818 – 860. 

 

Anna, A., Che, A., & Kamala, A. P. (2008). Tax Fairness Dimensions in an Asian 

Context: The Malaysian perspective. International Review of 

Business Research Papers, 4(5), 11-19. 

 



75 

Atawodi, O. W., and Ojeka, S.A. (2012). Factors That Affect Tax Compliance among 

Small and Medium Enterprises (SMEs) in North Central 

Nigeria,International Journal of Business and Management Vol. 7, 

No. 12; June 2012  

 

Bird, M. (2007) The VAT in Developing and Transitional Countries, New York: 

Cambridge University Press. 

 

Bird, R.M. (1989). The administrative dimension of tax reform in developing 

countries. DukeUniversity press: Durham and London. 

 

Braithwaite, J., Braithwaite, V. (2001). "An evolving compliance model for tax 

enforcement", in Shover, N., Wright, J.P. (Eds),Crimes of 

Privilege: Readings in White Collar Crime, Oxford University 

Press, New York, NY, .  

 

Brown, R.E and Mazur, M.J. (2003). Internal revenue service comprehensive 

approach to compliance measurement. IRS white paper, 

Washington D.C. 

 

Byaruhanga, R. (2007). Normative appeals and tax compliance in Uganda. Kampala: 

MUBS. 

 

Carroll, J. (1987). Compliance with the law. Journal of law and human behavior, 

11(3), 319-335. 

 

Chau, G., and Leung, P. (2009). A critical review of Fischer’s tax compliance model: 

A research synthesis. Journal of Accounting and Taxation, 1(2), 34-

40. 

 

Cowell, F.A. (1992) Cheating the Government: The Economics of Evasion. MIT 

Press, Cambridge 



76 

Cowell, F.A. (1992), ‘Tax evasion and inequity’, Journal of Economic Psychology, 

vol. 13(4), pp. 521-543 

 

David, D (2012).  Noncompliance Opportunities and Tax Compliance Behavior in 

Nigeria: The Moderating Effect of Taxpayers’ Financial Condition 

and Risk Preference. Journal of Modern Accounting and Auditing, 

Vol. 8, No. 4, 445-460 

 

Dina Pomeranz (2011) No taxation without information Deterrence and Self-

Enforcement in the Value Added Tax 

 

Eriksen, K. and Fallan, L. (2006), ‘Tax knowledge and attitudes towards taxation: A 

report on a quasi-experiment’, Journal of Economic Psychology, 

vol. 17(3), pp. 387-402 

 

Etienne M, Siringi, M and Kiprotich N (2013). Impact of Electronic Tax Registers on 

VAT Compliance: A Study of Private Business Firms in Kenya 

Journal Advances In Management. Issue 1, pp 23-29 

 

Feld L.S, and Frey B. (2006) Rewarding Honest Taxpayers? Evidence on the Impacts 

of Rewards from Field Experiments. Paper presented on April 9 

2006 on “Managing and Maintaining Compliance 

 

Fisher, C. (2004), Researching and Writing a Dissertation for Business Students. 

Essex: Pearson Education Limited. 

 

Fisher, R. and Michael W. (2005).Global Challenges in Tax Administration.  

London: Fiscal Publications. 

 

Fjeldstad, O. H., &Semboja, J. (2001);Why people pay taxes: The case of the 

development levy in Tanzania. World Development, 29(12): 2059-

2074. 



77 

Fjeldstad, O.-H. 2004. ‘What’s trust got to do with it? Non-payment of service 

charges in local authorities in South Africa.’ The Journal of 

Modern African Studies, Vol. 42 (4), (forthcoming). 

 

Fjeldstad, O-H. andSemboja, J. (2000). ‘Dilemmas of fiscal decentralisation: A study 

of local government taxation in Tanzania.’ Forum for Development 

Studies, 27 (1): 7-41. 

 

Forum on Tax Administration Committee on Fiscal Affairs Compliance Sub-group 

October (2004). Managing and Improving Tax Compliance. 

Organisation for Economic Co-Operation and Development 

 

Gilligan, G. and Grant, R. (2005). Perceptions of tax fairness and tax compliance. 

Journal of financial crime, 12(4), 331-343. 

 

Gilligan, G.P. (1999). Regulating the financial services sector. Kluwer law 

international: London. 

 

Gordon, R.K. (1990). Income tax compliance and sanctions in developing countries. 

The Hopkins University Press: Baltimore and London 

 

Goredema, C. (2004) “Tackling Money Laundering in East and Southern Africa: An 

Overview of Capacity”. Published Monograph No. 108. Growth 

and Tax Compliance: Issues Paper." Paper presented at the 3rd 

Meeting of Working Group 3 of the MENA-OECD Investment 

Programme, Cairo. 

 

Graham, H.T. (1989). Human Resource Management. Longman group: United 

Kingdom 

 



78 

Groenland, E.A.G. and van Veldhoven, G.M. (1983), ‘Tax evasion behavior: A 

psychological framework’, Journal of Economic Psychology, vol. 

3(2), pp. 129-144 

 

Harvard law school. (2000). Comparative tax administration. IFK government 

school: United States of America. 

 

Holtzman, Y. (2007). Challenges in achieving transparency, simplicity and 

administering of United States tax code. Journal of management 

development, 126(5), 418-427 

 

Hyun, J. K. (2005) Tax Compliances in Korea and Japan: Why are they different? 

Policy Research Institute, Ministry of Finance, Japan, February 

2005, pp. 115  

 

Jackson, B.R and Milliron, V.C. (1986). Tax compliance Research: Findings 

problems and prospects. Journal of Accounting Literature, 5(8), 

124-165. 

 

Kaplow, L. (1990), ‘Optimal taxation with costly enforcement and evasion’, Journal 

of Public Economics, vol. 43, pp. 221-236. 

 

Kirchler, E., Hoelzl, E. and Wahl, I. (2008) Enforced versus voluntary tax 

compliance: The ‘‘slippery slope’’ framework, Journal of 

Economic Psychology, Issue 29 (2008), pp. 210–225 

 

Kirchler, E., Muehlbacher, S., Kastlunger, B. and Wahl, I. (2007) Why Pay Taxes? A 

Review of Tax Compliance Decisions, International Studies 

Program, Working Paper 0730, December 2007, pp. 131 

 

Kothari C.R. (2004),” Research methodology, methods and techniques”, 2nd edition, 

New Age International (P) Limited publishers 



79 

Kothari, C.R (2006). Research Methodology: Methods and Techniques, 7th Edition, 

New Delhi, India 

 

Kothari, C.R. (2004), Research Methodology Methods and Techniques, 2nd Edition, 

New Age International Publishers. 

 

Krippendorf, K. (2004). Content analysis: An introduction to its methodology (2nd 

ed.). 

 

Lewis, A.( 1982). The new economic mind. The social psychology of economic 

behaviour. London/New York: Harvester Wheatsheaf 

 

Liam Ebril, Michael Keen, Jean Paul and Victoria Sumers(2001) The modern VAT, 

International Monetary Fund Washington D.C.  

 

Lyme, A. and Oats, L. (2010). Taxation Policy and Practice, 16th ed. Birmingham. 

Fiscal Publication 

 

Maarten R. Rothengalter. (2005). “Social Networks and Tax (non) Compliance in 

Multicultural Nation; Emmerging Themes from a Focus – Group 

Study among Ethnic Minorities in Australia”. International Journal 

of Entrepreneurial Behaviour and Research Vol. 11 No.4 pp 280-

314 

 

Marti, l (2010). Taxpayers’ attitudes and tax compliance behavior in Kenya. African 

journal of business & management, vol. 1 (2010), 11 pp 23- 29 

 

McGee, R. W., and Tyler, M. (2006). Tax evasion and ethics: A demographic study 

of 33 countries (Working Paper, Barry University). 

 

Miles, H.B. &Huberman, A.H. (1994), Qualitative Data Analysis, 2nd Ed, London: 

Sage Publications. 



80 

Mpongoliana, M. (2005). The Theory and Practice of Taxation in Tanzania. 

Tanzania Revenue Authority, documents in files 

 

Murphey ,K. (2004) An Examination of Tax Payers attitudes towards the Austrilian 

Tax System Findings from a survey of tax scheme investors.  Center 

for Tax System Integrity, Research School of Social Sciences, 

Austrilian University Working PaperNo. 46. 

 

Nahida F and Tapan S (2011). Who really pays Value Added Tax (VAT) in 

developing countries? 2011 International Conference on Financial 

Management and Economics. Empirical evidence from Bangladesh 

 

Ngowi A. (2012), Causes of Tax evasion and tax avoidance in Tanzania 4th edition 

Public Finance and Taxation. 

 

Odd-Helge,  F.,  &Lise,  R.  (2003). Taxation and Tax Reforms in Developing 

countries: Illustrations from Sub-Saharan Africa. Bergen: Chr. 

Michelsen Institute. 

 

Odd-Helge, F and Kari K. Heggstad (2011). The tax systems in Mozambique, 

Tanzania and Zambia: capacity and constraints. Chr. Michelsen 

Institute. Commissioned by Norad Revenue Authority, manual 

2011 

 

Odd-Helge, F.  (2005);Corruption in tax administration; Lessons from institutional 

reforms in Uganda. In International Handbook on the Economics of 

Corruption.  (pp. 93-126). Norway: Edward Elgar Press. 

 

OECD, (2004). Compliance risk management: managing and improving tax 

compliance.  Forum on Tax Administration compliance Sub-group, 

guidance note. 

 



81 

Pommerehne, W. and Weck-Hannemann, H. (1996), ‘Tax rates, tax administration 

and income tax evasion in Switzerland’, Public Choice, vol. 88(1-

2), pp. 161-170. 

 

Richardson, M. and Sawyer, A. J. (2001). Taxonomy of the Tax Compliance 

Literature: Further Findings, Problems and Prospects. Australian 

tax forum, 16, pp 137-320. 

 

Robson, C. (1993), Real World Research: a Resource for Social Scientists and 

Practioner-Researchers, 2nd edition. Oxford: Blackwell 

 

Saunders, M., Lewis, P., &Thornhill, A. (2007), Research Methods for Business 

Students, 4th Edition, Harlow: Financial Times/Prentice Hall.  

 

Singh V (2003). Tax Compliance and Ethical Decision-making. A Malaysian 

Perspective. 1st Edu.l Pearson Malaysia Sdn.Bhd 

 

Slemrod, J. (1985), Trust in public finance. In Cnossen, S. and Sinn, H-W. (eds.) 

Public finance and public policy in the new century. Cambridge, 

Mass.: MIT Press: 49-88. 

 

Smith, K. W. and Stalans, L. J. (1991) Encouraging tax compliance with positive 

incentives: A conceptual framework and research directions. Law 

and Policy, Issue 13/1991, pp. 35–53. 

 

Snavely, K. (2000). Governmental policies to reduce tax evasion: coerced behavior 

versus services and values development. Policy Sciences, 23, 57-

72. 

 

Spicer, Michael W. and Lundstedt, S.B. (1976), ‘Understanding tax evasion’, Public 

Finance, vol. 31(2), p. 295-305 

 



82 

Surrey, S. (1967). Tax administration in Underdeveloped countries. The Hopkins 

press: Baltimore. 

 

Tan, L.M. (1999), ‘Taxpayers’ preference for type of advice from tax practitioner: A 

preliminary examination’, Journal of Economic Psychology, vol. 

20(4), pp. 431-447 

 

Taylor, Natalie, (2003), ‘Understanding taxpayer attitudes through understanding 

taxpayer identities’, in Valerie Braithwaite (ed.), Taxing 

Democracy: Understanding Tax Avoidance and Evasion, Ashgate, 

Aldershot, pp. 71-92. 

 

Terkper, S. (2003).  Managing small and medium size taxpayers in developing 

economies. Tax Note International, 211-234. 

 

The Citizen (2013).Bilal urges TRA to address tax evasion and avoidance in 

http//www.the citizen .co.tz site visited on 10/3/2014 

 

Torgler, B. (2003), ‘Tax morale, rule-governed behaviour and trust’, Constitutional 

Political Economy, vol. 14(2), pp. 119-140 

 

Torgler, Benno, (2007), Tax Compliance and Tax Morale: A Theoretical and 

Empirical Analysis, Edward Elgar, and Cheltenham.  

 

TRA (2010). Tanzania Revenue Authority. Annual Report. Tanzania  

 

Tripp, A.M. (1997). Changing the rules: the politics of liberalization and the urban 

informal economy in Tanzania. Berkeley: University of California 

Press 

 



83 

Tripp, A.M. (2009). Changing the rules: the politics of liberalization and the urban 

informal economy in Tanzania. Berkeley: University of California 

Press. 

 

Trivedi, V.U., Shehata , M. and Mestelman, S.(2003) Attitudes, incentives and tax 

compliance, Canadian Tax Journal, Issue 53(1)/2003, pp. 29–61. 

 

Wadhawan, S. (1998), ‘Evasion, partial detection and optimal tax policy’, Public 

Finance, vol. 47(Supplement), pp. 372-383.  

 

Webley, Paul (2001). Tax Evasion: An Experimental Approach. Cambridge. New 

York. 

 

Wenzel, M (2005a), ‘Misperception of social norms about tax compliance: From 

theory to intervention’, Journal of Economic Psychology, vol. 

26(6), pp. 862-883 

 

Wenzel, M.  (2002).  The  Impact  of  Outcome  Orientation  and  Justice  Concerns  

on  Tax Compliance: The Role of Taxpayers' Identity. Journal of 

Applied Psychology, 629 - 645. 

 

Wenzel, M. (2004). Analysis of norm processes in tax compliance. Journal of 

Economic Psychology, 24(6), 213-22. 

 

Yin, R.K (2003), Case study Research Design and Methods, 3rd edition, Thousand 

Oaks: Sage Publications. 

 

Yitzhaki, Shlomo (1974), ‘A note on income tax evasion: A theoretical analysis’, 

Journal of Public Economics, vol. 3(2), pp. 201-202. 

 

 

 



84 

APPENDICES 

 

Appendix 1: Tax Collector Questionnaires 

1. Age: _________________________________________________________ 

2. Sex: _________________________________________________________ 

 

3. Qualification of staff 

(i) Diploma       (          ) 

(ii) Degree        (          ) 

(iii) Post Graduate       (          ) 

(iv) Masters       (          ) 

 

4. What is the level of experience on tax collection? 

(i) 0 - 4 years       (          ) 

(ii) 5 – 8 years       (          ) 

(iii) 9 – 12 years       (          ) 

(iv) 13 – 16 years       (          ) 

(v) More than 16 years      (          ) 

 

5. Do staff members receive induction training? 

______________________________________________________________

______________________________________________________________ 

 

If yes, how often? 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

6. Is any shortage of equipment which seriously affects the capacity of tax 

collection to carry out its tasks? 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 
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7. What should be done to improve voluntary tax payment? 

(i) ________________________________________________________ 

(ii) ________________________________________________________ 

(iii) ________________________________________________________ 

 

8. What are the challenges facing tax administration? 

(i) ________________________________________________________ 

(ii) ________________________________________________________ 

(iii) ________________________________________________________ 

(iv) ________________________________________________________ 
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Appendix 2: Tax Payers Questionnaires. 

These questionnaires are formulated specifically for tax payers. 

1. Age: __________________________________________________________ 

2. Sex: __________________________________________________________ 

3. Type of business: _______________________________________________ 

4. Location: ______________________________________________________ 

 

5. Level of education 

(i) Primary       (          ) 

(ii) Secondary       (          ) 

(iii) Certificate or Diploma     (          ) 

(iv) Degree or Masters      (          ) 

 

6.  Level of experience in paying tax 

(i) 0 – 4 years       (          ) 

(ii) 5 -8 years       (          ) 

(iii)  9 -12 years       (          ) 

(iv) 13 -16 years       (          ) 

(v) Above 16+ years      (          ) 

 

7. Level of awareness on tax matters 

(i) Very high       (          ) 

(ii) High        (          ) 

(iii) Moderate       (          ) 

(iv) Low        (          ) 

(v) Very low       (          ) 

 

8. Is the tax system fair? Is the tax system fair? 

(i) Yes        (          ) 

(ii) No        (          ) 
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If No, Why? 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

 

9. What are the factors that contribute to non-voluntary tax payments? 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

 

10. What are the views of tax payers on the uses of collected taxes? 

(i) ________________________________________________________ 

(ii) ________________________________________________________ 

(iii) ________________________________________________________ 

 

11. What are the views of taxpayers on tax administration system in Tanzania? 

(i) ________________________________________________________ 

(ii) ________________________________________________________ 

(iii) ________________________________________________________ 

 

12. What should be done to improve voluntary tax payment in Tanzania? 

(i) ________________________________________________________ 

(ii) ________________________________________________________ 

(iii) ________________________________________________________ 

(iv) ________________________________________________________ 

 

14. What are the challenges faced by tax payers regarding voluntary tax payment 

in Tanzania? 

(i) ________________________________________________________ 

(ii) ________________________________________________________ 

(iii) ________________________________________________________ 

(iv) ________________________________________________________ 
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Appendix 3:  Interview Questions Guide 

These questions are formulated specifically for tax payers. 

1. Age  

2. Type of business  

3. Location of business  

4. Level of education  

5. Level of experience in paying tax 

6. What should be done to improve voluntary tax payment? 

7. What are the challenges facing tax administration? 

8. Level of awareness on tax matters 

9. What are the factors that contribute to non-voluntary tax payments? 

10. What are the views of taxpayers on tax administration system in Tanzania 

11. What are the views of tax payers on the uses of collected taxes? 

12. What are the challenges faced by tax payers regarding voluntary tax payment    

in Tanzania? 
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Appendix 4:  Interview Questions Guide 

 

These questions are formulated specifically for tax collectors. 

1. Age:  

2. Sex:  

 

3. Qualification of staff 

4. What is the level of experience on tax collection? 

5. Do staff members receive induction training? 

 

If yes, how often? 

6. Is any shortage of equipment which seriously affects the capacity of tax 

collection to carry out its tasks? 

7. What should be done to improve voluntary tax payment? 

9. What are the challenges facing tax administration? 

 

 


