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ABSTRACT 

The study sets out the prospects and challenges of electronic commerce taxation in 

Tanzania. It is based on three specific research questions: What are the requirements 

and procedures in the taxation of electronic commerce in Tanzania? How effective is 

the Tanzanian legal framework and the regulatory machineries on the taxation of 

electronic commerce in Tanzania? What are the challenges experienced in electronic 

taxation? There are new challenges that Tanzania taxation system must address, taxing 

digital economy is one of such challenges. The existence of companies such as Jumia, 

Google adverts, Facebook, Kikuu, Uber and all other digital companies that are active 

in Tanzania economy has become inevitable and it is an undeniable fact that they are 

commonly used in one way or another. 

 

Perhaps Tanzania has not recorded a commensurate revenue performance from these 

companies because the existing tax legal framework have not equally adopted to the 

changing environment. In Tanzania, for one to be assessed for tax he must have 

physical presence. This is a prerequisite that does not tally with the digital economies 

because they mostly operate online and barely have physical footprint and yet register 

huge sales.  

The research incorporated a mixed methods design, incorporating both qualitative and 

quantitative research approaches. The study involved a total study population of 75 

respondents, out of the initially anticipated 80 respondents, drawing a response rate of 

94%. The study has unveiled that the use of digital platforms is growing in 

unprecedented pace while the taxation system is characterized with inefficiencies and 

questionable policies on taxation of digital economy. 

 

 It worth noting that it is important to adopt the innovation through the use of 

technology to strengthen the current legal and regulatory framework and develop 

solutions to broaden tax bases. The adoption of the same will eliminate the current 

inappropriate balance between the taxing right of residents and source countries and 

ensure that the countries where digital business exists benefits in terms of tax. 

 



vii 

 

TABLE OF CONTENTS 

CERTIFICATION ........................................................................................................ i 

DECLARATION AND COPYRIGHT ........................................................................ ii 

ACKNOWLEDGEMENTS ........................................................................................ iii 

DEDICATION ............................................................................................................ iv 

LIST OF ACRONYMS AND ABBREVIATIONS ..................................................... v 

ABSTRACT ................................................................................................................ vi 

LIST OF TABLES ....................................................................................................... x 

LIST OF FIGURES .................................................................................................... xi 

 

CHAPTER ONE ........................................................................................................ 1 

PROBLEM SETTING ............................................................................................... 1 

1.1 Background ............................................................................................................ 1 

1.2 Statement of the Problem ....................................................................................... 6 

1.3 Objective of the Study ............................................................................................ 8 

1.3.1 General Objective................................................................................................ 8 

1.3.2 Specific Objectives.............................................................................................. 8 

1.3.3 Research Questions ............................................................................................. 8 

1.4 Scope, Significance, Rationale and   Justification   of   the Study ......................... 9 

1.5 Organization of the  Dissertation ........................................................................... 9 

 

CHAPTER TWO ..................................................................................................... 11 

LITERATURE REVIEW ........................................................................................ 11 

2.1 Introduction .......................................................................................................... 11 

2.2 Theoretical Literature Review.............................................................................. 11 

2.2.1 The Theory of Planned Behavior (TPB) ........................................................... 11 

2.2.2 The Decomposed Theory of Planned Behavior (DTPB) .................................. 12 

2.3 Empirical Literature Review ................................................................................ 13 

2.4 Research Gap ....................................................................................................... 15 

2.5 Conceptual Framework ........................................................................................ 16 



viii 

 

CHAPTER THREE ................................................................................................. 17 

RESEARCH METHODOLOGY ........................................................................... 17 

3.1 Introduction .......................................................................................................... 17 

3.2 Research Design ................................................................................................... 17 

3.3 Study Area ............................................................................................................ 17 

3.4 Population ............................................................................................................ 18 

3.5 Sample Size and Sampling Techniques ............................................................... 18 

3.6 Data Collection Methods ..................................................................................... 19 

3.6.1 Interview ........................................................................................................... 19 

3.6.2 Questionnaires ................................................................................................... 19 

3.6.3 Documents Review ........................................................................................... 20 

3.7 Data Processing and Analysis .............................................................................. 20 

3.8 Ethical Considerations ......................................................................................... 20 

 

CHAPTER FOUR .................................................................................................... 22 

PRESENTATION OF FINDINGS ......................................................................... 22 

4.1 Introduction .......................................................................................................... 22 

4.2 Response Rate of the Respondents ...................................................................... 22 

4.3 Social and Demographic Characteristics of Respondents .................................... 23 

4.4 Requirements and Procedures for taxation of electronic commerce .................... 28 

4.5 Legal and Regulatory Framework on Electronic Taxation .................................. 33 

4.6 Challenges of Associated with Electronic Taxation in Tanzania......................... 43 

 

CHAPTER FIVE ...................................................................................................... 52 

DISCUSSION OF THE FINDINGS ....................................................................... 52 

5.1 Introduction .......................................................................................................... 52 

5.2 Requirements and Procedures for taxation of electronic commerce .................... 52 

5.2.1 Knowledge of respondents on electronic taxation ............................................ 52 

5.2.2  Requirements and Procedures for e-commerce Taxation ................................ 52 

5.2.3 Electronic Gadgets Commonly Used ................................................................ 53 

5.3 Legal and Regulatory Framework on Electronic Taxation .................................. 53 



ix 

 

5.3.1 Perceptions on Legal and Regulatory Framework on E-Taxation .................... 54 

5.3.2 How Legal Framework on Taxation has facilitated E-commerce .................... 56 

5.3.4 Whether Legal and Regulatory Framework on Taxation is Conducive ............ 56 

5.4 Challenges Associated with Electronic Taxation in Tanzania ............................. 57 

5.4.1 Limited Awareness on Electronic Taxation ...................................................... 57 

5.4.2 Lack of Effective Laws Governing Taxation of E-commerce .......................... 58 

5.4.3 Complex Tax System ........................................................................................ 59 

5.4.4 Lack of tax incentives ....................................................................................... 59 

5.4.5 Level of Sophistication and Technological Complexity ................................... 60 

5.5 Prospects Relating to Taxation of E-commerce ................................................... 61 

 

CHAPTER SIX ........................................................................................................ 63 

SUMMARY, CONCLUSION AND RECOMMENDATIONS ............................ 63 

6.1 Summary of the Study .......................................................................................... 63 

6.2 Conclusion ........................................................................................................... 65 

6.3 Policy Implications and Recommendations ......................................................... 66 

6.3.1 Recommendations to the Ministry of Finance .................................................. 66 

6.3.2 Recommendation to the Government................................................................ 67 

6.3.3 Recommendations for Future Research ............................................................ 68 

REFERENCES ......................................................................................................... 69 

APPENDICES .......................................................................................................... 80 

 

 

 

 

 

 



x 

 

LIST OF TABLES 

 

Table 3. 1:  Sample Size Determination .................................................................... 19 

Table 4. 1: Perceptions on Legal and Regulatory Framework ................................... 41 

Table 4. 2: Challenges Facing E-Taxation in Tanzania ............................................. 44 

Table 4. 3: Suggestions on Improving E-Taxation .................................................... 49 

 

 

 

 

 

 

 

 

 

 

 



xi 

 

LIST OF FIGURES 

 

Figure 2. 1: Conceptual Framework........................................................................... 16 

Figure 4. 1: Response Rate......................................................................................... 23 

Figure 4. 2: Gender of Respondents ........................................................................... 24 

Figure 4. 3: Age of the Respondents .......................................................................... 25 

Figure 4. 4: Level of Education.................................................................................. 26 

Figure 4. 5: Years in Business ................................................................................... 27 

Figure 4. 6: Ever Heard of Electronic Commerce Taxation ...................................... 29 

Figure 4. 7: Whether they Understood Requirements and Procedures  ..................... 30 

Figure 4. 8: Electronic Gadgets Usage ....................................................................... 31 

Figure 4. 9: Nature of Electronic Transactions Carried Out ...................................... 32 

Figure 4. 10: Frequency of Use .................................................................................. 33 

Figure 4. 11: Perceptions on Legal and Regulatory Framework ............................... 34 

Figure 4. 12: How Legal Framework on Taxation has facilitated ............................. 37 

Figure 4. 13: Satisfaction with Taxation of E-Business after Disclosure .................. 39 

Figure 4. 14: Whether Legal and Regulatory Framework on Taxation  .................... 40 

Figure 4. 15: Perceptions on Legal and Regulatory Framework ............................... 42 

Figure 4. 16: Whether there is conducive environment for electronic ....................... 48 

 

 

 

 

 

 

 

 

 

 

 

 

 



xii 

 

 

 

 



1 

 

CHAPTER ONE 

PROBLEM SETTING 

1.1 Background  

By definition, a tax refers to a compulsory contribution from a person to the state to 

defray the expenses incurred in the common interest of all without any reference to the 

special benefits conferred. It is a compulsory contribution or payment for the support 

of governmental or other public purposes (McLure, 2015).  

 

E-taxation simply means electronic taxation. E-taxation involves the use of technology 

or electronic device to compute tax, pay taxes, record of tax payer’s database amongst 

others in order to enhance an effective tax system. E-taxation is currently rampant and 

has proved successful in some developed countries like USA, Japan, Australia etc 

(Chaturvedi, 2009).  

 

The e-taxation system offers multiple solutions to the taxation system in Tanzania. The 

tax payers in general are more receptive to taxation as the whole process is convenient 

and flexible since it doesn’t require visits to the tax office or waiting on an endless 

queue for tax clearance certificate (Minarik, 2008). Even the government as a whole 

would benefit from the implementation of this system as it would have the ability to 

properly prepare its budget based on expected income, since it has historical records 

and a database showing payments trends. The system can also be used by the 

government to measure the level of the public’s reception of changes in tax laws, rates 

and their responses to the changes (Minarik, 2008).  

 

The extraordinary growth of the internet has given rise to the concept and practice of 

electronic commerce (e-commerce), which has revolutionized the way business is 

conducted in the world today (Wienclaw, 2013). However, it has given rise to 

challenges associated with the taxation of e-commerce (Jimenez, Valdes & Salinas, 

2019). Global e-commerce totaled $25.3 trillion in 2015, of which $22.4 trillion was 

business-to-business (B2B) e-commerce, and $2.9 trillion was business-to-consumer 

(B2C) e-commerce (United Nations Conference on Trade and Development 

(UNCTAD), 2017). For instance, in 2017 alone, retail e-commerce sales worldwide 
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amounted 2.3 trillion US dollars and e-retail revenues are projected to grow to 4.88 

trillion US dollars in 2021 (Rahman, 2019).  For consumers, the evolution of e-

commerce has resulted into shorter shipping times, flexible payment options, relevant 

products and local language interfaces (Nanehkaran, 2013).  

 

E-commerce comes in many forms, including contractual negotiations, marketing, 

advertising, on-line payments and settlement, delivery of goods and services, and 

auctions (Li, 2015).  Other forms of e-commerce include e-banking and financial 

services such as stock-broking (Li, 2015). E-commerce has connected local industries 

and reduced overreliance on imports (Qin, 2009).  It has also facilitated businesses to 

sell their products or services by breaking the physical barriers and is able to sell global 

consumers with hardly any physical presence. Unlike the traditional business, e-

commerce can easily be operated without agents because they can directly, easily, and 

cheaply contact customers worldwide (Gałuszka, 2011). 

 

Despite the vital role that e-commerce has played in the revolutionizing the way 

business is done, it has been blamed for facilitating tax loss and tax evasion (World 

Trade Organization (WTO) (2013). The situation has been exacerbated by difficulties 

like uncertainty and double taxation which make parties of e-commerce reluctant and 

affect development of e-commerce negatively (Global Business Coalition (GBC), 

2019). E-commerce further faces the challenges of deplorable infrastructural 

deficiency, obsolete legal and regulatory framework, and lax implementation of 

existing laws, coupled with widespread ignorance (GBC, 2019). All these make e-

commerce more intriguing in developing countries like Tanzania (WTO, 2013). In 

addition to these challenges is the level of sophistication and technological complexity 

involved in such transactions (Jimenez, Valdes & Salinas, 2019). 

 

These huge revenue losses, occasioned by e-commerce expansion, have fueled the 

debate on the need to come up with pragmatic ways of curbing tax evasion and 

avoidance occasioned by the growth of e-commerce (Basu, 2008).  Faced with this 

dilemma, governments around the world face the formidable task of protecting their 

revenue base without stifling either the development of new technologies or the 
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involvement of the business community in the evolving and growing e-market place 

(Jimenez et al, 2019). It is hence the aim of this study to examine the prospects and 

challenges of ecommerce taxation in the context of Tanzania. 

 

In Malaysia, the country’s revenue body, the Malaysian Inland Revenue Board (IRB), 

in a bid to minimize the revenue losses from e-commerce, undertook a holistic legal 

and regulatory framework (Global Tax Alert (GTA), 2019). This came with the 

publication of Guidelines on Taxation of Electronic Commerce Transactions (the 2019 

Guidelines). These guidelines were a replacement of the earlier versions which did not 

provide for effective revenue collection through e-commerce (GTA, 2019). However, 

the current rules and regulations are still new to determine how far they have been 

effective in ensuring revenue collection through electronic commerce (Jimenez et al., 

2019).  

 

In the United States of America (USA), cautious not to stifle the development of 

technology, the authorities at first exercised a “hands off” approach with regards to 

electronic commerce taxation and did not introduce any   such legislation at a Federal 

level. This view was informed by modern day e-commerce theorists who urged that e-

commerce taxation lacks legal backing since tax authorities cannot easily evaluate 

whether taxation can be imposed on a “place” such as cyberspace which lacks the thing 

taxation is based on, residence and establishment of the location of each of the parties 

(Lymer, 2005; Murray, 2007). However, this ended up causing problems to online 

vendors and consumers, and it eventually led to the imposition of tax called the 

Streamline Sales and Use Tax Agreement as well as the Marketplace Fairness (Klun 

et al., 2011). 

 

The European Union (EU), unlike the USA, initiated a different approach to the USA. 

The European Union (EU) made wide-ranging legal and regulatory changes in an 

attempt to regulate consumption taxes on online sales (Organization of Economic 

Cooperation and Development (OECD), 2018). The EU utilized its single market 

advantage among its member states and begun operating on a basis of close 

cooperation with each other in with regard to electronic commerce activities, which 
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made it to start initiating taxation of electronic businesses as early as 2015. This was 

preceded by the newly drafted EU rules that were operationalized from January 2015 

(European Commission (EC), 2017). The rules, among other things, identified the 

point of consumption as the point where tax is to be levied.  This approach was later 

followed by other non-EU jurisdictions, including a number of African countries 

(Dondena, 2017).  

 

Tanzania, like many other African countries, did not have any specific piece of 

legislation dedicated to electronic commerce (National Mirror, 2014). Rather, the tax 

systems in Tanzania relied on the traditional approaches when assessing taxation, that 

is, the physical transactions (Oduntan, 2010). Owing to the inexorable nature of e-

commerce, Tanzania has since taken a raft of measures aimed at introducing a legal 

and regulatory framework for effective e-commerce taxation transactions. The basis 

of Tanzania’s legal framework for e-commerce has been the provision of Article 7 of 

the United Nations Commission on International Trade Law (UNCITRAL) model law 

on E-commerce (1996). The provision sets the background of establishing proof of 

electronic signature, the use of passwords, identification, user-names, etc (Oduntan, 

2010). In Tanzania issues of e-electronic commerce has not been mentioned directly 

by existing tax laws. However, issues such as money transfers through mobile phones 

and master cards and online importation of physical goods falls under an arrays of tax 

laws, including the Customs (Management and Tariff) Act, Cap 403 R.E. 2018, the 

Value Added Tax (VAT) of 2019; the Tax Administration Act of (2019), Cap.438 

R.E,2019; the Income Tax Act of 2019, Cap 332;  

 

Kenya was the first East African country to introduce e-commerce taxation in 2013. 

This was done by making amendments to Kenya’s Value Added Tax (VAT) Act and 

the law became effective September 2013. One of the striking features of the e-

commerce tax was the provision that “any supply of e-services, broadcasting and 

telecommunication services made by a foreign supplier to a non-VAT-registered 

customer in Kenya is deemed as taking place in Kenya and is thus subject to the local 

VAT.”  
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The implication of this was that only B2C supplies are subject to the Kenyan VAT 

while no VAT is charged by foreign suppliers for their supplies to VAT-registered 

customers (that is, the B2B sales of e-services) (Xinhua, 2019). However, the Kenyan 

VAT system fell short of introducing a system like that in the European Union, which 

automatically verifies the VAT tax status of the customers in order to facilitate foreign 

suppliers to verify the tax status of their clients in real-time (in order to charge VAT 

as applicable) as and when the sales take place (Abuya, 2019). For Kenya, their e-

commerce taxation remains one of most novel and up-to-date and in0line with the 

technological advancements and other developed countries like the EU.  

 

In Tanzania, like in many African countries, collection of taxes is governed by 

legislations dated back during colonial era when were enacted to operate under 

conversional commerce as opposed to e-commerce (Shigella, 2013). Income Tax being 

a direct tax on income and VAT being an indirect tax imposed on every goods or 

services consumed, the two taxes essentially touch whatever income is generated, and 

whatever   goods   and   services   produced, consumed   or   rendered, except   where 

specifically exempted by law (Shigella, 2013).  

 

The taxation of e-commerce in Tanzania is partly linked with Section.69(h) of the 

Income Tax Act (CAP.332 R.E 2018), which provides that any “payments   received   

by   a   person   who   conducts   a   business   of transmitting messages by cable, radio, 

optical fibre or satellite or electronic communication in respect of the transmission of 

messages by apparatus established in the United, whether or not such messages 

originate in the United Republic” (The Income Act, Section 69).  Another piece of 

legal authority is the regulations establishing the Electronic Fiscal Devise (EFD) which    

recognizes the link between every sale made by the taxpayers and Tanzania Revenue 

Authority (TRA) computers reflecting all such transactions made by the taxpayer for 

purposes of ascertaining correct tax payable by the taxpayer at the end of the 

accounting period (Shigella, 2013). 
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However, despite these steps so far taken by the Tanzanian government, the taxation 

of e-commerce is still replete with many challenges as highlighted by past researchers 

such as Magile (2006), Ubena (2009), Stelloh & Stack (2008) and Shigella (2013).  

Unfortunately, all these studies have not focused on the negative aspects and 

challenges associated with e-commerce in Tanzania, but have approached e-commerce 

from a balanced perspective, by examining its pros and cons. Moreover, since the 

publication of these past studies, a lot has since changed in the technological 

landscapes, which have also shaped the legal and regulatory of e-commerce taxation. 

It is for this reason that the researcher intends to examine the prospects and challenges 

of e-commerce taxation in the current situation.  

 

With this background this study was set to explore the existing prospects and 

challenges in the area of electronic commerce taxation in Tanzania especially at this 

period of time where the government is striving to raise its domestic resources. In order 

to effectively raise country’s domestic revenue, it is considered pertinent to strengthen 

tax systems in Tanzania by ensuring that all the relevant types of income and its 

subjects are well grounded in the tax basket in order to generate the required revenue 

for financing country’s development projects. Specifically, the study explored the 

appreciation of the rise in adoption of electronic means to conduct business and how 

the same is captured in the context of taxation to enable effective collection from the 

taxpayer by revenue machinery. For the purpose of this study the researcher explores 

the tax environment prevailing in Tanzania in terms of laws, regulations and 

enforcement on taxation of income gained from economic transactions carried out 

through electronic means.  

 

1.2 Statement of the Problem   

Despite the vital role that e-commerce has played in the revolutionizing the way 

business is done, it has been blamed for facilitating tax loss and tax evasion (World 

Trade Organization (WTO) (2013). The situation has been exacerbated by difficulties 

like uncertainty and double taxation which make parties of e-commerce reluctant and 

affect development of e-commerce negatively (Global Business Coalition (GBC), 

2019). E-commerce further faces the challenges of deplorable infrastructural 
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deficiency, obsolete legal and regulatory framework, and lax implementation of 

existing laws, coupled with widespread ignorance (GBC, 2019). All these make e-

commerce more intriguing in developing countries like Tanzania (WTO, 2013). In 

addition to these challenges is the level of sophistication and technological complexity 

involved in such transactions (Jimenez, Valdes & Salinas, 2019). 

 

These huge revenue losses, occasioned by e-commerce expansion, have fueled the 

debate on the need to come up with pragmatic ways of curbing tax evasion and 

avoidance occasioned by the growth of e-commerce (Basu, 2008).  Faced with this 

dilemma, governments around the world face the formidable task of protecting their 

revenue base without stifling either the development of new technologies or the 

involvement of the business community in the evolving and growing e-market place 

(Jimenez et al, 2019). 

 

It goes without saying however that it remains a duty of tax enforcement machineries 

aided by relevant laws to ensure that a country’s revenue base is protected without 

impairing adoption of technology as a convenient way of doing business.  E-commerce 

being a global phenomenon to date comes with a number of challenges to most tax 

regimes within which tax issues carry both territorial and sovereign elements. This fact 

is contrary to the nature of e-commerce which is basically global, borderless, virtual, 

and anonymous. However, in the case of Tanzania, there remains a dearth of scholarly 

approaches regarding issues surrounding taxation of electronic business. The study 

hence aimed at bridging the current scholarly gap regarding the prospects and 

challenges associated with taxation of electronic commerce. 

 

The revenue base is at risk of shrinking as digital economy becomes prominent in a 

developing country like Tanzania while the Government is striving to collect more 

revenue from its own sources to fund development projects. It is high time, to establish 

new rules of the game to deal with new realities of e-commerce which are 

characterized by significant digital presence rather than physical presence. 
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Taxation of e-commerce is not only a national issue but also a global agenda. Different 

tax jurisdictions including Tanzania needs to tackle the issue of re-assigning the taxing 

rights. The question is “in whose hands are taxes imposed? Is it the companies where 

the countries are located or the countries where the users/consumers are using the 

services and creating the value?” Taxation oe e-commerce as a global issue is not just 

about collecting taxes, it has something to do with sustainability, good governance, 

fairness in the global economy as well as Transparency as the key principal. 
 

Therefore, the study sought to explore the prospects and challenges associated with 

taxation of e-commerce in Tanzania while embracing new technological developments 

of the digital economy and re-assess the country’s economic position in terms of 

getting its right share of tax domestically and internationally. 

 

1.3 Objective of the Study 

1.3.1 General Objective 

The main objective of the study was to examine the prospects as well as challenges 

revolving around taxation of income from electronic commerce. 

 

1.3.2 Specific Objectives  

i. To explore the requirements and procedures for taxation of electronic 

commerce in Tanzania 

ii. To examine the effectiveness of the Tanzanian legal framework and regulatory 

framework on the taxation of income from electronic commerce  

iii. To explore the challenges experienced in electronic taxation 

 

1.3.3 Research Questions 

i. What are the requirements and procedures in the taxation of electronic 

commerce in Tanzania? 

ii. How effective is the Tanzanian legal framework and the regulatory 

machineries on the taxation of electronic commerce in Tanzania? 

iii. What are the challenges experienced in electronic taxation?  
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1.4 Scope, Significance, Rationale and   Justification   of   the Study 

It is understood that taxation of income in its generality covers a broad spectrum of 

subjects. However, this study focused on the taxation of income from electronic 

commerce in specific context.  The study covered the practical aspects touching on 

taxation of electronic commerce in the context of the effectiveness of relevant laws, 

procedural aspects and regulatory machineries thereto. 

 

These study findings are expected to be significant from three perspectives. First, to 

bridge the current scholarly gap that exists in the current Tanzanian scholarship as 

regards the challenges and prospects of e-commerce in Tanzania. As already 

highlighted in the background section, a number of studies so far undertaken on the 

subject are eschewed towards the challenges of e-commerce, without looking at its 

positive side. This will hence help to contribute on the growing body of electronic 

commerce taxation among practitioners, scholars and professionals. 

 

Far from the academic front, the study is expected to present some insights for policy 

makers to make some changes in the legal and regulatory framework in order to ensure 

that the current regime of laws governing e-commerce are in tandem with best 

international practice.  

 

On a practical perspective, the study is billed to help the business community, 

especially those that are involved in the e-commerce business on a day-today basis. It 

is hoped that this will help to create more awareness and knowledge on the practical 

implications of their transactions, while at the same time contributing to the 

government’s revenues as they pay taxes while executing their various transactions.  

 

1.5 Organization of the  Dissertation 

This study is organized into five charters. The first chapter looks at introduction and 

background of the study, statement, objectives, researcher questions, significance, 

scope and rationale of the study. The second chapter presents literature review based 

on electronic taxation. The literature review is further based on both theoretical and 

empirical literature.  The third chapter is about the methodological approach that the 
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researcher employed in reaching at the findings. This is followed by chapter four, 

which basically presents the study findings. The last chapter of the study is chapter 

five which presents summary of the study findings, conclusions and recommendations.  
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter looks at the literature review that shaped the study. It started with the 

theoretical perspectives that govern taxation of electronic commerce before moving 

on to the empirical literature. The study also presents the conceptual framework that 

guided the study. The study winds up with empirical literature review based on the gap 

identified during the review of various studies.  

 

2.2 Theoretical Literature Review 

2.2.1 The Theory of Planned Behavior (TPB) 

The initial Theory of Reasoned Action was later modified by   the   Theory   of   

Planned Behaviour (TPB) (Ajzen, 1991).  Formerly, the theory of reasoned action 

implied that a person’s intention to act in a specific way is a vital determinant of 

behavior.  From this reasoning, it is important to underline the fact that the component 

of the behavioral intention is composed of the attitude towards certain behaviour and 

the so-called “subjective norm” (that is, the way a person understands the society’s 

pressure concerning the adopted behavior) and this is relevant when it comes to how 

people decide to use e-commerce as another mode of trade.  The attitude is viewed as 

the reflection of both the person’s own beliefs and his/her analysis of the 

positive/negative aspects that are supposed to result from adopting behaviour. This 

model is premised on only the rational behaviours, that is, the ones for which the 

individual is fully responsible, and has been a source of criticism (Hansen et al., 2004), 

since it is believed that also the behaviors outside the individual’s direct control need 

to be taken into consideration. 

 

This theory is relevant to the study in the way it is used to explain the electronic 

purchasing behavior, and the way it is associated with payment of taxation. Previous 

studies that have looked at the e-commerce include Kim and Kim (2004) and Yoh et 

al. (2003).While the theory of reasoned action is a key determinant that determines 

why people might prefer e-commerce as one of the models, the theory of planned 

behaviors goes further by including the elements of perceived behavioral control, 
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which can be looked as a person’s perception regarding the ease of adopting a specific 

behavior. The theory of planned behaviours incorporates two   factors, namely, the   

behavioral intention and the perceived behavioral control, which are vital in explaining 

how a person’s selection of e-commerce and the associated conditions which include 

the duty to pay taxes out of the transactions made using the electronic commerce.  

 

2.2.2 The Decomposed Theory of Planned Behavior (DTPB) 

This theory is also vital and relevant in as far as the explanation of electronic commerce 

is concerned (George, 2004; Hansen et al., 2004). According to Hansen   et   al.   

(2004), it was concluded that this theory of planned DTB rose out of the theory of 

planned behaviour. This theory has been expanded in order to be able to better explain 

the electronic-commerce determinants (Cheung et al., 2005). To this end Pavlou and 

Fygenson (2006), remains one of the foremost studies on this subject, especially when 

looked at the perspectives of two key aspects, namely, the process of getting the right 

information and the real acquisition of goods. The major thrust of this study is that for 

one to understand the decomposed theory of planned behaviors, one needs to 

understand the factors which affect the adoption of technology (that is, the perceived 

usefulness and perceived ease of use).  The evolution of the theory of planned behavior 

rose out of a proposal by Taylor and Todd (1995), which shows how the model is made 

up of specific components, resulting in the Decomposed Theory of Planned Behavior 

(DTPB) and it was argued that “the decomposed TPB model had advantages similar 

to Technology Acceptance Model (TAM) in that it identifies specific salient beliefs 

that may influence IT usage” (Taylor and Todd, 1995). This is key to the adoption of 

e-commerce and subsequent payments of taxes under the e-commerce. 

 

This theory is relevant to this study given its application in the field of e-commerce, 

and   most   specifically, in   the   case   of   online acquisition normally undertaken by 

a company (that is, judicial person). This theory has a number of practical implications 

worthy of   study   and application in the real world of electronic commerce. Since the 

decision-makers within the judicial entity remain physical persons, their actions can 

be better construed through the implementation of detailed questionnaires and/or in-

depth interviews like this study intends to di as is explained under Chapter Three.  
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2.3 Empirical Literature Review 

This part reviews the empirical studies that have been conducted in this area. However, 

it is important to acknowledge that not much has been written in Tanzania with regard 

to taxation of income from electronic business transaction. Therefore, much of the 

literature to be relied upon is from other countries. The situation however portrays the 

newness of the concept of taxation of electronic commerce in the country.  

 

Claudiu et al. (2013) studied the impact of electronic commerce on tax and accounting 

activities. The study was motivated by the current context, e-commerce, aided by the 

internet, has become the order of the day. The study relied on an explorative research 

design and collected data using rigorous review of various documents related to 

electronic commerce taxation. The paper also touched on issues of international 

taxation system of income wince it did not exist at the time.  The study relied on a 

comparative model of both the traditional and e-commerce approaches. The study 

concluded that the impact of e-commerce on international trade relationship has been 

quite huge, and recommended for the harmonization of the global taxation system in 

order to catch with the rapid development of electronic commerce which has defied 

national tax systems.  
 

Nejadirani et al. (2011) examined the impact of e-commerce on Small and Medium-

Sized Enterprises (SMEs) in developing countries and underlined the importance of e-

commerce development in the SME’s and the factors responsible for the rapid 

expansion of e-commerce. Using documentary review as the single data collection 

methodology, the study found changing dynamics with regards to e-commerce 

development in most countries. However, the study did not highlight the tax 

implications of the e-commerce (Nejadirani et al., 2011). 

 

Sajjad et al. (2011) examined the potential development of e-commerce by assessing 

the influence of product type on consumer behaviour in internet shopping. The study 

found that products that were of high value and rare in specific geographical locations 

were more likely to be traded on line than those which did not have value. The study 

concluded that countries that have better legal and regulatory mechanisms are likely 
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to benefit much from the explosion of e-commerce compared to those that do not have 

such systems in place. Like the previously reviewed studies, the study did not touch 

on the implications of e-commerce on taxation.  

 

Kamande (2017) examined the factors affecting taxation of ecommerce in the Kenyan 

market. The study relied on an empirical study of the Kenyan market. Using a cross-

sectional survey of more than 200 respondents selected business men, IT specialists 

and policy makers, the study found that only a small segment of people was paying 

taxation through electronic transactions, hence likening the scenario to the Pareto 

principle. The study recommended that for Kenya to harness the potential of e-

commerce taxation, it needed to keep abreast with the technological developments 

currently weeping the world. However, the study did not specifically state the extent 

to which the development of e-commerce in the country had led to an increase of 

decrease in electronic taxation.  

 

Ondimu (2015) looked at the effects of tax reforms on compliance of small and 

medium enterprises. The study adopted descriptor-exploratory research design with 

each Kisumu KRA officer and business constituted one sample unit and respondents. 

The researcher relied on a sample of 275 (involving 219SMEs and 56 KRA officers) 

who were chosen from the target population of 505 SMEs and 56 Kisumu KRA 

officers using stratified simple random sampling approach and census for KRA 

officers. The study used both primary (from questionnaires) and secondary data. These 

instruments were administered by the researcher with help of research assistants. 

However, the study did not give emphasis to the electronic commerce taxation.  

 

Saiteu (2017) studied the taxation of income from business in Tanzania. In his study, 

the researcher gave out the meaning of business as provided for under section 3 of 

Income Tax Act as amended by section 17 of the Finance Act to include trade and 

concern in the nature of trade, manufacture, profession, vocation and past, present or 

prospective business. Not only has the author provided the definition of a business but 

also, he discussed on two types of businessmen, small businessmen who are taxed from 

their turnovers, and large businessmen who are taxed from their profit. Furthermore, 
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the author discussed on the income from trading stock, that income from trade stock is 

subjected to tax this will depend on either a businessman keeps record or not. However, 

the researcher did not show the extent to which Tanzania has benefited from e-

commerce taxation.  

 

Shigella (2013) examined the effect of e-commerce on tax laws in Tanzania, with 

reference to the income tax and VAT laws administered by the Tanzania Revenue 

Authority.  The study relied on reviewing of various documents including journal 

articles, books and pieces of legislation. The findings indicated that there was still 

confusion as regards the tax regime in respect of e-commerce. Despite the fact that the 

authors have shown how permanent establishment in e-commerce can be applied to 

ensure income tax is charged, this was a gap in the Tanzanian Income Tax Act as the 

issue of permanent establishment in e-commerce is not settled yet. With the gap in our 

tax laws, this study aimed at covering the gap hence it was of the most significance 

that this study would be conducted. 

 

Siraji (2015) examined the challenges faced by taxpayers in using electronic fiscal 

devices in Tanzania, with reference to selected taxpayers in Nyamagana District, 

Mwanza City. The study relied on both   quantitative   and   qualitative, whereby a 

sample of 205 respondents were selected stratified random sampling and purposive 

sampling. The data were analyzed   using descriptive statistics and thematic analysis 

respectively. The study concluded that lack of education, high cost of the device, lack 

of sufficient technical experts, persistent power outage, and time loss on device 

operation were some of the challenges still facing use of electronic devices. However, 

the study concentrated on only electronic devices, without looking at the general 

picture of e-commerce taxation.  

2.4 Research Gap 

The impact of electronic commerce on the social and economic environment has been 

extensively discussed in the above studies, but very few deals with the fiscal and 

accounting issues and risks of transactions on the economies of various countries.  

Despite the fact that the authors have addressed the problem of permanent 
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establishment on the taxation of electronic commerce, still they have not shown the 

applicability of permanent establishment in the taxation of income from electronic 

business transactions. Therefore, this study covered the practicalities of taxation for 

income emanating from electronic business transactions. Hence looks at aspects of e-

commerce taxation from the perspectives of permanent establishment of electronic 

business transactions for the purpose of facilitating income taxation. 

2.5 Conceptual Framework 

The conceptual framework hypothesizes that once the effective procedures for 

regulating the electronic commerce, coupled with an effective legal and regulatory 

framework and borrowing of best e-commerce taxation practices, this is likely to result 

effective harnessing of the benefits and advantages associated with the implementation 

of electronic commerce. This is based on the fact that e-electronic commerce is there 

to stay, hence it is up to the governments like Tanzania to come up with an effective 

legal and regulatory framework aimed at harnessing the benefits of electronic 

commerce taxation which many countries have so far benefited from. This is illustrated 

in Figure 2.1 below. 

 

Figure 2. 1: Conceptual Framework 

 

 

 

 

 

 

 

 

 

 

Source: Researcher’s construct (2020) 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction  

This research study focused on the prospects and challenges of taxation of electronic 

commerce in Tanzania. Therefore, this chapter comprises relevant methodological 

aspects through which the research was conducted in terms of the research design, 

study area, population and sample sizes, sampling techniques and procedures used in 

the study.  In addition to that, in this chapter the researcher presents the data collection 

methods, instruments and data analysis methods that the researcher used in reaching 

at the findings as shown in Chapter Four of the study. 

 

3.2 Research Design  

A research design is the structure of a research.  It is “the glue” that holds all the 

elements in a research projects together (Kombo & Tromp, 2006). It is a conceptual 

structure within which research shall be conducted.  It constitutes the blueprint for the 

collection, measurement and analysis of data. There are three popular types of research 

designs namely; case study, survey design and experimental design. This study 

employed an exploratory design as it has proven useful in studying one social unit in 

detail in context and holistically.  

3.3 Study Area 

This study was conducted in Dar es Salaam Region. The respondents were chosen 

from Ilala tax region (Audit section), selected taxpayers from Kariakoo ward, and Tax 

consultants. The choice of Kariakoo ward as the study area was due to the fact that 

there is concertation of various businesses, including those involved in electronic 

commerce.  Kariakoo ward is one of most vibrant economic centers where most of the 

selected individuals are engaged in conducting business through electronic means are 

situated.  

 

For these reasons it was considered that the availability of data was easy due to the 

fact that the researcher could easily find the respondents in their respective identified 

areas.  
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3.4 Population 

A population is a group of individuals, objects or items from which samples are taken 

for measurement.  It refers to an entire group of persons or elements that have at least 

one thing in common (Kombo & Tromp, 2006). The population in this study consisted 

of staff at Ilala tax region, tax consultants and selected business person within 

Kariakoo ward.  In total the study consisted of 800 individuals.  

3.5 Sample Size and Sampling Techniques 

A sample is a unit derived from a population or is a representative of the population 

(Kothari, 2009). This study involved 80 respondents, who were picked from among 

businesses that operate along the Kariakoo ward.  In determining the sample, the 

researcher calculated 10% of the total population to be the sample in each category 

The researcher took into consideration the limitation of time for conducting the 

research in selecting the sample size. Resources at researcher disposal could not give 

a researcher opportunity to reach a larger sample size in this study. Selection of 10% 

sample size from the population was also due to diversity of respondents in terms of 

knowledge level, occupation and e-commerce know-how. 

 According to Borg and Gall (2003), taking 10% of the total population is considered 

sufficient enough to constitute a legitimate sample for studies of this nature.  

As regards sampling technique, the researcher employed stratified sampling where the 

three categories of the respondents were categorized since each of these had distinct 

set of questions to be asked.  The researcher also used purposive sampling in choosing 

Kariakoo as the main study area, given the high concentration of businesses there.  

Table 2.1 below shows the sample size determination based on 10% of the total 

respondents.  
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  Table 3. 1:  Sample Size Determination  

Departments Population Size 10 Percent 
Actual 

Sample Size 

Individuals operating businesses along Kariakoo 

Ward 
650 65 65 

TRA officials at Ilala Tax Region 50 5 5 

Taxation experts/consultants 100 10 10 

Total  80  

 Source: Research Data (2020) 

 

3.6 Data Collection Methods 

Data was collected through interviews and questionnaires as a way to obtain primary 

data whereas documentary review was used to obtain secondary data.  

3.6.1 Interview  

Interviews were conducted as the method of collecting data in order to acquire accurate 

and first-hand information. This method was used on targeted respondents, who 

included TRA officials and Taxation experts. The researcher adopted an unstructured 

interview in order to enable to enable the researcher collected rich and wide-ranging 

data from the respondents, regarding the requirements and procedures for taxation of 

electronic commerce in Tanzania, the effectiveness of the Tanzanian legal framework 

and regulatory framework on the taxation of income from electronic commerce, and 

the best practices to be adopted in the taxation of income and consumption taxes from 

electronic commerce. 

3.6.2 Questionnaires  

The researcher employed a close-ended questionnaire which allowed the respondents 

to answer from a distinct set of pre-defined responses, or among a set of multiple-

choice questions. The questions were aimed at gathering quantitative data from 

respondents. Specifically, the questionnaire sought for demographic information about 

the respondents, including the sex, age, education level and business experiences of 

the respondents. In addition to demographic data, the questionnaire further sought 

information relating to the mode of e-commerce that is mostly used by the respondents, 
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the frequency of using such models, the difficulties experienced in the process, the 

prospects associated with use of such models, and the recommendations that can be 

employed to improve the e-commerce, among other questions. Inn using the 

questionnaire, the researcher used Kiswahili language. The researcher would thus 

translate the questions into Swahili language while administering to the traders in 

Kariakoo, since they were not conversant with English.  

3.6.3 Documents Review 

To effectively collect secondary data, the researcher engaged in the review of various 

published literature such as books, journals, articles and reports in order to collect 

relevant information with regard to taxation of income from electronic business 

transactions both in Tanzania and other jurisdictions. This method was convenient for 

it enabled the researcher to get more information and knowledge on the problem 

researched and also to know what has already been addressed by other researchers that 

should be avoided as repetition on the same issue.   

3.7 Data Processing and Analysis 

Data analysis refers to the computation of certain measure along with searching for 

patterns of relationship that exist along data group (Kothari, 2004). In this study, the 

data was analyzed using both quantitative and qualitative methods because the study 

involves both qualitative and quantitative data.  Data was collected using unstructured 

questionnaires and schedules interviews. The data was then presented in descriptive 

tables and figures with the aid of data analysis instruments called Statistical Package 

for Social Sciences version 20.0 (SPSS) and later exported into Microsoft Office Excel 

2010for better illustration. As for qualitative data, it was analyzed using thematic 

analysis, where recurring themes from the interviews was given more emphasis in the 

study as representing the major views from the respondents.  

 

3.8 Ethical Considerations  

The researcher took into consideration all the ethical issues before, during and after 

conducting the study in order to preserve human rights, privacy, policies, rules and 

regulation of the country. Also, the researcher requested for permission for data 

collection before getting to interact with the staff of TRA.   
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Data collection adhered to confidentiality and anonymity. The names of respondents 

were not written on any part of the questionnaires. Respondents were further told that 

they were free to withdraw from the study when they felt to do so at any time. Also, 

researcher adhered to the permission given to collect data at TRA and also agree to 

abide by the standards of research ethics and practices with the supervisor on behalf 

of the University.  
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CHAPTER FOUR 

PRESENTATION OF FINDINGS 

4.1 Introduction  

This chapter presents the study findings based on the specific research questions as 

presented in Chapter One of the study. The chapter is subdivided into five sub sections. 

It starts with the first section which looks at the demographic composition of the 

respondents; this helps to shade more light with regard to the extent to which the 

concept of electronic commerce taxation is crucial. The second section looks at the 

specifics of the presentations of findings based on the specific objectives as outlined 

from chapter of this study. Before delving deeper, it is vital to restate the specific 

objectives upon which this study is based:   

a) To explore the requirements and procedures for taxation of electronic commerce 

in Tanzania 

b) To examine the effectiveness of the Tanzanian legal framework and regulatory 

framework on the taxation of income from electronic commerce  

c) To explore the best practices to be adopted in the taxation of income and 

consumption taxes from electronic commerce 

 

4.2 Response Rate of the Respondents 

 Out of 80 respondents, only 75 responded which is equivalent to 94%. This means 

that there were certain factors that were beyond the researcher’s capacity that made 

the respondents not to partake in the study. This response rate of 94%, as advocated 

by Welch and Barlau (2013) who indicated that a response rated more than 50% is 

considered valid for social science research like this one (Welch and Barlau, 2013).  

Some of the factors that made some respondents not to participate in the study included 

their busy schedule while some deliberately refused for fear of not wanting to divulge 

sensitive information. 
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Figure 4. 1: Response Rate 

 

Source: Research Data (2020) 

4.3 Social and Demographic Characteristics of Respondents 

This part presents the social and demographic characteristics in relation to the study. 

These are important since they shed more light about the perceptions regarding the 

understanding of electronic taxation in Tanzania. This is because the concept of 

electronic taxation is still a new concept that has not been well understood (OECD, 

2018). The demographic details presented here are those of gender, age of the 

respondents, and level of education, among others.   
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Figure 4. 2: Gender of Respondents 

 

Source: Research Data (2020) 

 

According to Figure 4.2, majority of the respondents were males (75%), while the 

females were 25%. It is however not surprising given the fact that even in this study, 

men outnumber their female counterparts. According to earlier studies by Levine and 

Rubinstein (2013) and Guerrero& Richards, 2015), men usually outnumber women in 

doing businesses. This is because businesses are characterized by risks and many 

uncertainties, which many women fear. Where women perform better than men in the 

area of negotiation and loan repayment, which normally make them more attractive to 

leaning institutions like banks and other financial institutions (Zapała & Zięba, 2014). 

 

The sex of the respondents is vital to understanding the responsiveness of gender to 

new technologies such as those involving e-commerce and the taxation thereof. 

According to Afandi and Kermani (2015), males are more likely to involve themselves 

in ventures including easily adjusting to changes in business, such as those that might 

involve e-commerce and electronic taxation. It is always the nature of men to move 

out of their ways into unchartered territories, without fear of consequences (Verheul 

et al., 2011).   
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Figure 4. 3: Age of the Respondents 

 

Source: Research Data (2020) 

 

According to Figure 4.3, the respondents were between 30-40 years (42%), followed 

by those in 18-30% years (25%), while those above 50 years were 15%. The findings 

further show that most of the respondents (30-40 years) were in still in their youthful 

years, and able to undertake various business ventures.  This is because, age plays an 

important role in the way business persons operate. Those who are young are logically 

likely to be healthier and able to undertake in various ventures. They also do not fear 

risks, since all businesses, are fraught with business risks. Another important aspect of 

age is that younger people are likely to use integrate technology in their business 

operations, unlike the older ones, who are likely to frown upon new innovations and 

technologies which involve use of products and services that are offered under the e-

commerce regime. 
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Figure 4. 4: Level of Education 

 

Source: Research data (2020) 

 

Forty-two (42%) had secondary level education, followed by those that had completed 

primary level education (28%) while those that had informal education stood at. Those 

with higher learning educational attainment such as university education only stood at 

3%. This could be attributed to the poor entrepreneurial culture that as we experience 

as a country, whereby most of the current youth focus on theory-based formal 

education, while castigating self-employment as a form of livelihood. Many youth, 

according to a Survey by Centre for Research and Development (CEREDEV) carried 

out in Dar es Salaam, in 2014, still shun self-employment, thinking that such 

businesses are for school dropouts (CEREDEV, 2014). 

 

While there are some studies that have tended to show that the level of education is a 

serious factor to business success, not all people that have succeeded have been 

successful in formal education (Petrakis & Kostis, 2012; Robinson & Sexton, 2014). 

However, education only matters when it comes to easy adoption of new technologies, 

especially in this current world where each and everything is governed by the interned.  
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Those with higher levels of educational attainment are therefore easy to learn and 

acquire skills relevant for advancing e-commerce. It is through e-commerce that 

electronic taxation springs. Even more, according to the theory of Technology 

Acceptance Model, education contributes significantly in promoting the key variables 

of the theory, such as perceived ease of use, usefulness and attitude (Lemay et al., 

2018). All these factors are easily shaped by the level of education; the higher the level 

of education, for instance, the higher the chances in adopting new technologies easily 

such as electronic commerce (Aypay et al., 2012; Schoonenboom, 2014). 

 

Figure 4. 5: Years in Business  

 

Source: Research Data (2020) 

 

According to Figure 4.5, majority of the respondents (54%) were under five years, 

followed by those between 5-10 years (29%), those above 10 years constituted 17% of 

the respondents. The variable of business experience was considered vital in order to 

understand how business experience influences adoption of new business innovations 

such as electronic commerce. Experience, whoever, shows that those who have been 

in business for longer are the old ones and hence do not feel comfortable when new 

things such as electronic commerce are introduced. This was contained in one of extra 
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information collected by the questionnaire which was unstructured, and gave the 

researcher more room for probing. One of the respondents remarked thus: 

 

“What is that thing called electronic taxation? Does it mean that government 

will be monitoring us everywhere we go? I fear that might make our business 

had, since it might be hard for us to evade taxes even in a single day.”  

 

The remarks had come even after he researcher had clearly explained to the 

respondents that electronic taxation thins study was that tax that arose in the process 

of carrying out electronic commerce, such as buying services, such as software directly 

from other countries, since this could not be easily monitored by Tanzania Revenue 

Authority.   

 

4.4 Requirements and Procedures for taxation of electronic commerce  

This was the first question of the study and it sought to examine the key requirements 

and procedures for electronic taxation in Tanzania. However, it was vital to first 

examine the perceptions of the respondents (traders) in Kariakoo about their 

experience with electronic banking. This was based on the theory of Technology 

Acceptance Model (Davis, 1989) which shows that for any technology to be applicable 

and successful, three elements must be fulfilled: perceived ease of use, usefulness 

attitude, which gives birth to behavioral intention and eventually actual use of the 

system (Davis, 1989). It was hence vital to gather views from the respondents to 

understand the extent to which they are familiar with the science of electronic taxation. 

In order to put the study’s three specific objectives, it was important to first look at the 

level of knowledge and understanding of electronic commerce among the respondents. 

Some of the key issues include whether they had ever heard about electronic taxation, 

whether they understood requirements and procedures for electronic taxation, 

electronic gadgets usage, nature of electronic transactions, and frequency of 

participation in electronic transactions. 
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Figure 4. 6: Ever Heard of Electronic Commerce Taxation 

 

Source: Research Data (2020) 

 

According to Figure 4.5, majority of the respondents (57%) had, indeed, heard about 

electronic taxation, followed by 23% who were not willing to say anything, while last, 

there were those who indicated they did not know.  While it has already been revealed 

that majority of the respondents were still youthful (between 30-40 years of age), 

majority of them had completed secondary education as their highest educational 

attainment. All these factors notwithstanding, they have not stopped the respondents 

from understanding what electronic taxation is all about. This springs from the fact 

that most of the traders in down town Kariakoo are town savvy, and most of them have 

had varying levels of exposures owing to their business trips outside Tanzania, 

especially in Asian countries, including China. So, it is easy for them to know such 

new emerging technological concepts, such as electronic taxation.  
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Figure 4. 7: Whether they Understood Requirements and Procedures for e- 

Commerce Taxation 

 

Source: Research Data (2020) 

 

According to Figure 4.7, majority of the respondents (traders) (57%) indicated that 

they did not understand the requirements and procedures for electronic commerce 

taxation in Tanzania. Only 20% understood, while another 23% indicated they were 

not willing to disclose their level of understanding. Much as the respondents have 

indicated that they have heard about the concept (Figure 4.6), they still do not know 

about the procedures related to electronic commerce taxation, including registration 

and filing of taxes. Among the respondents those who have slight idea about taxation 

of e-commerce were only the TRA officials and tax consultants where traders fall 

under the category of ones who do not know or who cannot tell the procedures of 

electronic commerce taxation.  This fact is compounded by the fact that at the moment, 

there is no known legislation in the country clearly detailing how taxation should be 

undertaken with regards to electronic commerce taxation.  
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Figure 4. 8: Electronic Gadgets Usage 

 

Source: Research Data (2020) 

 

According to Figure 4.8, majority of the respondents (54%) were using mobile 

phones/tablets as their form of electronic gadgets, followed by 20%, with 18% using 

laptops, while 8% were using some other forms of gadgets. During the administration 

of the questionnaire, some of the traders explained that they used their electronic 

gadgets to undertake a number of transactions, including but not limited to buying 

things online, in and outside Tanzania. In one of the remarks, one of the respondents 

said as thus: 

 

“I have used my phone to buy and sell many things online here in Tanzania. 

For instance, I sold my last car on Kupatana.com. This website is very good 

and has many items that can be bought and delivered locally.” Interview, 

April, 2020, Kariakoo, Dar es Salaam 
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Figure 4. 9: Nature of Electronic Transactions Carried Out 

 

Source: Research Data (2020) 

 

According to Figure 4.9, 38% of the respondents were involving themselves in e-

commerce to trade in gadgets and accessories, such as phones and tablets.  These were 

followed by 17% of the respondents that were involved in the selling and buying of 

automobiles, while those that bought e-books were the minority (2%), something that 

can easily be attributed to the poor reading culture, and also given the fact that majority 

of the respondents were just secondary level graduates, hence lacking enough 

educational exposure to but books in large numbers. 

 

  



33 

 

Figure 4. 10: Frequency of Use 

 

Source: Research Data (2020) 

 

Majority of the respondents (65%) indicate that they sometimes undertake electronic 

commerce transactions, followed by 26% that said they often involve themselves in 

electronic transactions, while 3% of the respondents showed that they had never 

involved themselves in e-commerce. From the above understanding, it is clear that, e-

commerce in Tanzania is a seriously growing and unstoppable phenomenon. This view 

is further shared by UNCITRAL (2017) that shows that worldwide alone, e-commerce 

amounted to $25.3 trillion in 2015, of which $22.4 trillion was business-to-business 

(B2B) e-commerce, and $2.9 trillion was business-to-consumer. 

 

4.5 Legal and Regulatory Framework on Electronic Taxation 

This is the second objective that aimed at analyzing the effectiveness of the legal and 

regulatory framework governing taxation in Tanzania. The objective related to the 

documents analysis of the current laws on electronic Tanzania and the underlying gaps. 

The study also highlights the views and perceptions from the tax experts, TRA officials 

and business persons from the sample.  
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While there is an array of tax-related laws in Tanzania, the main pieces of legislation 

governing issues of taxes include Value Added Tax Act (2019), Tax Administration 

Act, Cap.438 R.E,2019; Income Tax Act, Cap. 332 R.E, 2019; The Customs 

(Management and Tax) Act Cap.403 R.E,2018, which among others, mandates every 

taxable person to lodge with Commissioner a tax return in a form prescribed by the 

Commissioner. Currently, Tanzania uses the dual system both manual and electronic 

filing systems. For instance, under all VAT-registered persons are mandatorily 

required to use the electronic filing system, while electronic filing is voluntary for 

other category of taxpayers. 

 

Figure 4. 11: Perceptions on Legal and Regulatory Framework on E-Taxation 

 

Source: Researcher (2020) 

 

Forty percent (40%) of the respondents indicated that they had not heard about laws 

relating to collection of electronic taxes resulting from electronic transactions. This is 

followed by 35% of the respondents that further indicate that they do not know of any 

legal framework to that effect. However, 20% of the respondents show that an efficient 

legal and regulatory framework is crucial to facilitating easy payment of taxation for 

electronic transactions.  
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However, this does not mean that Tanzania has not made any steps which it comes to 

electronic taxation. In one of the interviews with the tax experts based in Dar es 

Salaam, it was revealed that the government has been implementing electronic filing 

of taxes using Electronic Fiscal Devices (EFDs). This is what he had to say in one of 

the interviews: 

 

“It is true there has not been much focus on how services conducted online can 

be taxed. This is because of the intricacies of these online transactions 

themselves. For instance, at what time do you know that one has purchased 

certain services such as music or software? And how can such be assessed  

from the taxation point of view…” Interview, Tax Expert, Dar es Salaam, April, 

2020.  

 

From a legal perspective, the use of EFD devices are regulated by the Value Added 

Tax (Electronic Fiscal Device) Regulation, which requires all the businesses with a 

turnover above TZS 40 million threshold to acquire and use EFDs (URT, 2010, URT, 

2012). Initially, the legislation covered only VAT-registered businesses with a 

turnover of TZS [Tanzanian Shilling] 40 million and above. In 2015 the VAT threshold 

was increased to TZS 100 million (TRA, 2018). 

 

However, much as Tanzania has made some steps in ensuring electronic filing of VAT 

returns using EFDs, the country still lags behind when it comes to the country’s 

ranking on the paying taxes indicator component of the World Bank’s Ease of Doing 

Business Report. For instance, in the edition of 2019 on the aspect of the Paying Taxes 

publication by the World Bank, which is a collaborative project with PwC, Tanzania’s 

“ease of paying taxes” ranking stood at 167th (out of 190), in contrast, Rwanda’s 

ranking stood at 35th.  The indicator for paying taxes looks at various aspects not just 

tax rates and related costs, but also issues related to compliance costs, for instance, the 

time to comply (this takes into consideration the number of hours in the preparation, 

filing, paying of taxes) and the number of payments (which includes the total number 

of taxes and contributions that have been paid, incidence of payments during the tax 

year and the tax payment method).  
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More importantly, the greater integration of technology into tax administration, such 

as electronic taxation, significantly improves the ranking since this assists in 

significantly reducing both the number of hours taken in filing and the number of 

payments that have taken place as a result of use of technology (Mabombo, 2019). 

During interviews with senior TRA officials, it was highlighted that TRA intends to 

roll out an integrated domestic revenue system for tax administration. This is what the 

TRA officials indicated during the interviews: 
 

“While we are still working out on the best way to avoid tax evasions especially 

for transactions involving income from electronic services such as sale of 

software, music, etc.., TRA has been concentrating on electronic filing of VAT 

returns. TRA is also making systems for enabling the taxpayer to file or mend 

the tax returns, obtain tax assessments, file objections, upload attachments 

etc.” Interview, TRA official, May, 2020, Dar es Salaam. 

 

According to TRA officials, implementation of technology in tax administration not 

only makes tax administration more efficient, but it also reduces costs associated with 

compliance. At the end, it will help Tanzania to significantly improve its ranking on 

the “ease of paying taxes” (Mbombo, 2019). 

 

Further, the respondents we asked to state the extent to which the legal framework on 

taxation has facilitated electronic commerce. This is important since electronic 

taxation is dependent on the level e-commerce. This situation is further highlighted in 

Figure 4.11 below.  
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Figure 4. 12: How Legal Framework on Taxation has facilitated E-commerce

 

Source: Research Data (2020) 

 

When respondents were asked about their perceptions on the legal and regulatory 

framework, majority of them (69%) indicated that they did not believe the current laws 

were in tandem with the current trends on electronic commerce. Only 15% of the 

respondents indicated that they somewhat believed in it that assertion, while a paltry 

5% said it was to a great extent.  

 

This view was further echoed during interviews with senior TRA officials, who 

indicated that when it comes to electronic taxation, of income delivered from 

transacting in electronic commerce such as buying of services such as software, music, 

or other services, it was indicated that the legal position is still not very clear. This is 

what he had to say: 
 

“The current legal position on taxation of e-commerce is based on the old 

system of permanent establishment/address rule. For instance, under this rule, 

any person—natural or legal—with income whose source is within in Tanzania 

to register for tax purposes. However, the problem we currently face as a 

country is that we do not have any mechanisms for identifying and assessing 
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online business for tax purposes.” Interview, TRA Officer, Dar es Salaam, 

May 2020,  

 

The officer further added TRA as the chief taxation body is only limited to identifying 

and assessing only those businesses with only physical presence. He further added that 

there is currently no capacity by TRA to assess those businesses with digital presence.  

 

On 30th September and 1st October 2019, the African Tax Administration Forum 

(ATAF), through its Cross Border Taxation Technical Committee (which TRA is a 

member) held a meeting in Kampala, Uganda to discuss in-depth the current Inclusive 

Framework proposals relating to taxation of the digital economy, to identify the key 

policy issues for Africa and the key recommendations that ATAF will make to the 

Inclusive Framework on the changes that are needed to the current global tax rules. 

Among the issues discussed were new nexus rules and new profit allocation rules on 

e-commerce transactions. The committee concluded that the threshold must be 

country-specific and adjusted to the relative size of the country’s economy to ensure 

that jurisdictions with smaller economies are not excluded from the new nexus rules. 

The proposal could then have adopted by member countries and be included in their 

tax laws. On profit allocation rules the committee concluded that a distribution based 

approach, whereby the new profit allocation rules would allocate a minimum 

guaranteed fixed return for tax purposes to routine marketing and distribution activities 

taking place in a market jurisdiction, must be one element of the new rule. This will 

address many of the current transfer pricing disputes taking place in Africa over 

appropriate level of returns to be allocated to respective countries. All these functions 

and proposals will be beneficial only if they are adopted in respective domestic tax 

laws of country members (ATAF Annual General Meeting, (2019). 
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Figure 4. 13: Satisfaction with Taxation of E-Business after Disclosure 

  

Source: Research Data (2020) 

 

When the respondents were asked about their levels of satisfaction with taxation of 

electronic business after disclosure, majority (80%) of the respondents were uncertain, 

followed by 17% that indicated that they were not sure, while a negligible 3% were 

the only ones that were satisfactory with the situation. This goes a way to indicated 

that the legal and regulatory framework on e-commerce is still limited, not only among 

TRA officials but also among tax payers as has already been indicated above. 
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Figure 4. 14: Whether Legal and Regulatory Framework on Taxation is 

Conducive 

 

Source: Research Data (2020) 

 

Majority of the respondents (58%) indicated that they did not know any laws or 

regulation related to taxation of online/e-electronic commerce. This was followed by 

29% that indicated that the current legal and regulatory framework was not conducive, 

while 12% showed that they were not sure.  
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 Table 4. 1: Perceptions on Legal and Regulatory Framework on E-Taxation 

Statement 
Strongly 

Agree 
Agree 

Not 

Sure 
Disagree 

Strongly 

Disagree 

Taxation of e-commerce saves time  45% 25% 10% 5% 15% 

Increase flexibility in taxing wide 

range of taxable bases 
55% 30% 3% 8% 4% 

Laws lowers cost (such as online 

payment) 
28% 60% 2% 10% 0% 

Laws eases process of paying taxes 55% 32% 10% 0% 3% 

Laws reduce geographic constraints on 

participation in e-taxation 
50% 40% 10% 0% 0% 

Laws help avoid crowds and queuing 

in paying for taxes 
40% 44% 11% 2% 3% 

Laws make taxation of e-commerce 

more transparent 
45% 30% 12% 3% 10% 

  Source: Research Data (2020) 

 

When it comes to general perceptions on legal and regulatory framework on electronic 

taxation, majority of the respondents (60%, with 45% strongly agreeing, 25% 

agreeing) have perceptions that if online business was to be properly regulated, not 

only does it save time, but it also has the capacity to contribute to the government’s 

coffers. Moreover, this view was further supported by 75% (with 55% agreeing 

strongly, 25% merely agreeing) of the respondents who agreed that taxation of 

online/electronic commerce increases the flexibility in taxing wide range of taxable 

bases. Further, 88% (28% strongly agreeing, 60% agreeing) of the respondents that 

taxation of online business or electronic taxes lowers the costs that would be involved 

in tax administration issues. This is further graphically illustrated in Figure 4.16 below. 
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Figure 4. 15: Perceptions on Legal and Regulatory Framework on E-Taxation 

 

Source: Research Data (2020) 

 

Moreover, 87% (55% strongly agreeing, 32% agreeing) of the respondents showed 

that when a country has put in places laws for regulating online business or electronic 

commerce, it tends to ease the process of paying taxes since this can be done easily 

without having to visit the offices physical for the purposes of tax assessment, filing 

and other related issues. In the same vein, 90% (50% strongly agreeing, 40% agreeing) 

that when there is a streamlined legal and regulatory framework, it helps to reduce the 

geographic constraints that are experienced in filing for tax physically. This is further 

supported by 84% (40% strongly agreeing, 44% agreeing) who indicate that 

application of taxation for online business or electronic business helps to avoid crowds 

and queuing, while 75% (45% strongly agreeing, 30% agreeing) that such online or 

electronic commerce laws do make taxation of e-commerce more transparent, 

something which encourages more people to pay taxes without being forced to do so.  
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The views expressed above are supported by a World Bank (2015), titled, “Why 

Should Tanzania Pay Taxes”. The study highlights key issues which are vital for an 

ideal taxation system. For instance, the reports advise that for any ideal tax system, it 

should be perceived as fair, affordable and the transparent by taxpayers. At the same 

time, the report further points out that the level of tax revenues should be sufficient for 

the state to satisfy the current and future needs of its citizens, by taking into 

consideration the fast-changing technological world. The report, however, concluded 

that Tanzania did not pass these two counts.  

 

4.6 Challenges of Associated with Electronic Taxation in Tanzania  

This objective aimed at highlighting and discussing the main challenges associated 

with taxation of online or electronic commerce. This objective was conceived out of 

the recognition of the fact that while the evolution of the internet has simplified trade, 

it has also been blamed for being a vehicle for tax avoidance since the internet medium 

allows consumers and merchants to avoid intermediaries such as credit card 

verification. This stems from the fact that the internet is borderless and ungoverned, 

whereby the consumers and businesses are likely to use the cyberspace as a vehicle for 

tax avoidance (Shine, 2019). It is easy for audit trails to disappear in cyberspace since 

it is quite impossible to verify the parties to a particular online transaction (Shine, 

2019). 

 

During the interviews with tax consultants based in Dar es Salaam, they raised issues 

of dwindling governmental tax bases once the online business becomes prominent.  

One of the issues they raised pertained to the fact that in developing countries like 

Tanzania, for a person be it legal or natural to be regarded as a taxable entity, here 

must be a physical address. However, in the case online business, it is hard to verify 

the address of those involved in the transactions. That is the reason why it has been 

asserted that in such kinds of businesses, which involve the traditional tax enforcement 

mechanism, audit trails will disappear in Cyberspace. The experts raised the problem 

of failing to verify the identity of parties involved in the transactions. The experts 

further pointed out that obtaining the acceptable documents of proof is always difficult, 
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and they warned that under such business mediums, tax havens will tend to become 

common.  

 

The researcher further wanted to get general views regarding the problems of online 

or electronic taxation, and they are here summarized in Table 4.2. 

 

Table 4. 2: Challenges Facing E-Taxation in Tanzania 

Statement 
Strongly 

Agree 
Agree 

Not 

Sure 
Disagree 

Strongly 

Disagree 

There is limited 

awareness on e-taxation 

in Tanzania 

55% 30% 8% 3% 4% 

There is lack of enabling 

legal and regulatory 

framework on e-taxation 

52% 22% 14% 8% 4% 

Taxation is a complex 

matter, which very few 

people understand 

40% 30% 12% 14% 4% 

There are no incentives 

to pay taxes in the 

country 

46% 30% 15% 3% 6% 

Illiteracy is another 

challenge that affects e-

taxation 

60% 35% 3% 2% 0% 

Source: Research Data (2020) 

 

Majority of the respondents (85%, with 55% strongly agreeing, 30% agreeing) 

indicated that there is still limited awareness on electronic taxation in Tanzania, 

something which hinders the proper implementation of e-taxation in the country. This 

stems from the fact that a good number of people do not know about e-taxation and 

how precisely to pay their taxes. Moreover, this situation cannot be only limited to the 

informal sector alone, but rather among many business persons in the country. This 

could be attributed partly attributed to the rapid technological changes that have caught 

many developing countries like Tanzania unprepared (Shine, 2019).  This situation is 

however in contrast with developed countries where by to the fact that the tax culture 

is known to a large percent of its citizens. This could be attributed to the high levels of 
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fairness and transparency on how such taxes are transparently utilized that pushes 

people and gives them morale to pay taxes, including taxes assessed out of the online 

businesses/transactions (World Bank, 2015).   

 

Another challenge affecting effective electronic taxation of online business includes 

the lack of a more recent law for capturing online businesses. According to majority 

of the respondents (74%, 52 strongly agreeing, 22% agreeing), there is lack of an 

enabling legal and regulatory framework on e-taxation in Tanzania. For instance, much 

as Tanzania has so many laws on taxation--- with the major one being the Income Tax 

Act (2019), Tax Administration Act 2019, Income Tax Act Cap. 332 Revised Edition 

2017, the Value Added Tax Act, 2019---the government has ignored coming up with 

a specific law or amending these acts to capture the taxation of online business. For 

instance, under Section 37 (b) of the Value Added Tax Act (2019) requires every 

person—be it corporate or natural—to have a physical address before one of registered 

for VAT. Further, Section 43 of the same act mandates the Commissioner General to 

maintain and publish an up-to-date register of all registered persons, which must 

include the name   and address   of   the   registered person.  

 

The same situation obtains with the Income Tax Act Cap. 332 under Section 84 (2) 

which states: 

 

 “Every withholding  agent  shall  file  with  the  Commissioner within thirty 

days  after  the  end  of  each  six-month  calendar  period  a statement in the 

manner and form prescribed specifying…the name and physical address of the 

withholdee.” 

 

The implication of these pieces of legislation, read together is that for any transaction 

to be captured there must be a physical address of the persons supposed to pay taxes. 

This hence might become difficult for people purchasing electronic services such as 

websites hosting, remote maintenance of programs and equipment, buying of software 

and the updating thereto, access to databases or self-education, whereby it might be 

difficult to ascertain the address of the consumer. In general, one can say that the 
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current laws need to be fine-tuned in line with the taxation policy. This situation 

co0ntrasts with developed countries like the USA where there exist several laws that 

not only back up electronic tax filing but also support e-taxation, and these include the 

Tax Reform Act and the Restructuring and Reform Act enacted by the US Congress. 

This one was enacted with the aim of restructuring and modernizing the Internal 

Revenue Services in order to improve taxpayers’ protection and rights generally. 

 

Another problem that has been identified by the respondents with regard to e- 

commerce taxation is the issue of a complex tax system. Majority of the respondents 

(70%, with 40% strongly agreeing, 30% agreeing) show that Tanzania’s system is 

taxation is a complex matter, which very few people understand. This is quite different 

from other countries such as the USA, where a simple tour through the Internal 

Revenue Service website shows that the feedback from the taxpayers show how 

exhaustive and easy for tax payers to file their taxes electronically in the USA. It is 

hence vital for the TRA here in Tanzania to emulate best example from other countries 

and best practices in order to make the processes of electronic tax filing not only very 

meticulous but also easy to utilize. This view as further supported during interviews 

with independent tax consultants based in Dar es Salaam, who had this to say: 

 

“When it comes to traditional business, there is still much outcry from many of 

the taxpayers that consult us…Most of them complain of the complexity of the 

current taxation system. Many of them complain that the laws are too 

cumbersome for ordinary people to understand them.  Moreover, in certain 

cases, the tax assessments are not certain. So, we still wonder how electronic 

taxation can be bettered we still have many challenges with taxation of 

traditional business…” Interview, Tax Consultant, Dar es Salaam, May, 2020. 

 

Other than the issue of complexity of taxation system, majority of the respondents 

(70%, with 46% strongly agreeing, 30% agreeing) that the current taxation system for 

traditional business lacks incentives. This complicated by the fact that from time 

immemorial, many people have built a culture of not understanding why they need to 

pay for taxes.  What normally comes to the mind of a typical Tanzanian citizen when 
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he or she is asked to pay his taxes, a typical thinking is that the government could be 

planning to enrich itself.  

 

A good example is that when the government, in its development of the infrastructural 

projects, has been demolishing houses within the road reserves without any 

compensation. Such houses belong to tax payers and they are demolished without any 

compensation and moreover on a very short notice. The implication is that such victims 

of the government’s policies are not to pay their taxes as before. Moreover, whenever 

corruption cases also appear in the media, of how government officials are misusing 

government’s money, this act as a serious disincentive for people not to pay taxes. 

Given this situation obtaining in traditional businesses, it also applies to non-traditional 

businesses like online businesses, where people. Because the government currently 

relies on self-assessment for tax purposes of incomes from online businesses owing to 

lack of a clear legal framework for online businesses, this is likely to create a 

disincentive for would-be tax payers. This view was further echoed during interviews 

with tax a consultant based in Dar es Salaam, and he had this to say: 

 

“Of course, for any taxation system to be more effective, tax payers much be 

incentivized to understand why they need to pay taxes. In developed countries, 

for instance, much as they have stricter laws and guidelines on taxes, studies 

show that it not the legal sanctions that push people to pay taxes; rather, it is 

the belief that the taxes would be utilized for the betterment of society…” 

Interview, Tax Consultant, Dar es Salaam, May, 2020 

 

According to majority of the respondents (95%, with 60% strongly agreeing, 35% 

agreeing), illiteracy is another challenge that affects electronic taxation. It is important 

to note that studies have shown that in countries with higher literacy levels, such as 

USA and Japan, the level of paying taxes is likely to be higher. This can be viewed 

from the time that these countries introduced electronic tax filing to their taxpayers. 

For instance, electronic filing systems were introduced in the USA as far back as 1986. 

In Tanzania, for instance, electronic filing while being implemented, is yet to take roots 
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since many people, including some TRA officials are not yet very conversant with the 

system. 

 

An earlier study by Rumanyika and Mashenene (2014) on noting the limited uptake of 

e-filing and its adoption in the country, pointed out that this could be hampered by the 

general low attitudes towards tax compliance and behavioural aspects about adopting 

to new technologies as pointed out in the theory of Technology Acceptance Model 

(Davis, 1989). This can further be supported by the fact that Tanzania remains 

noticeably challenged by level of ICT knowledge and usage, infrastructure 

development to support uptake of ICT related technology, and the general low 

awareness of citizens on e-governance (Rumanyika and Mashenene, 2014). 

 

Figure 4. 16: Whether there is conducive environment for electronic commerce 

 

Source: Research Data (2020) 
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When asked whether there is a conducive environment for electronic commerce in the 

country, majority of the respondents (40%) disagreed, followed by 28% who were not 

sure of what to say. These findings hence go a long way to show that there is still a 

problem with regards to taxation f electronic business in the country.  

 

Table 4. 3: Suggestions on Improving E-Taxation 

Statement 
Strongly 

Agree 
Agree 

Not 

Sure 
Disagree 

Strongly 

Disagree 

Taxation of e-commerce should consider 

neutrality,   efficiency,   certainty   and 

simplicity, effectiveness and fairness, and 

flexibility  

50% 32% 10% 3% 5% 

There is need to invest more in technology  55% 32% 5% 6% 2% 

Tax officials should be re-trained on e-

commerce and taxation  
28% 60% 2% 10% 0% 

Need to amend current laws to match 

current trends  
45% 30% 16% 6% 3% 

Need to simplify  taxation  systems  to  

minimize the cost of tax compliance  
50% 40% 11% 0% 0% 

Need to talk with the business community  40% 44% 11% 2% 3% 

Put in measures that have ensure voluntary 

declaration 
45% 30% 12% 3% 10% 

Provide greater certainty on how electronic 

commerce was treated for tax purposes 
45% 35% 11% 4% 5% 

Source: Research Data (2020) 

 

In order to streamline and make e-commerce taxation better in Tanzania, it was 

important to get some of the views from the respondents on what they expect should 

be done. These views are indeed captured in Table 4.3 above. According to majority 

of the respondents (82%, with 50% strongly agreeing, 32% agreeing), taxation of e-

commerce should consider neutrality, efficiency, certainty and simplicity, 

effectiveness and fairness, and flexibility. Further, 87% of the respondents pointed out 

that there is need to invest more in technology, while 86% strongly agree that tax 

officials should be re-trained on e-commerce and taxation. Concurrently, 75% of the 
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respondents agree strongly that there is need to amend current laws to match current 

trends, while 90% of the respondents show that there is need to simplify taxation 

systems to minimize the cost of tax compliance. Further, 84% of the respondents 

strongly point out that there is further need to talk with the business community, while 

75% are of the opinion that there is need to put in measures that have ensure voluntary 

declaration, with 80% pointing out that the government needs to provide greater 

certainty on how electronic commerce was treated for tax purposes. 

 

As regards the prospects for taxation of e-commerce, it is becoming inevitable for any 

country, including Tanzania to fail to pat into the potentiality of electronic commerce 

in respect of taxation (Shine, 2019). Reviewed studies have shown that taxation of e-

commerce has become inevitable since the failure to do leads to unfair advantages for 

e-commerce firms over businesses undertaking offline business in the main-streets 

(Rumanyika & Mashenene, 2017; Lemay et al., 2018; Cassidy, 2019). 

Another important prospect worth considering is that the unavoidable fact that e-

commerce is becoming huge business globally, including in developing countries like 

Tanzania, and this in itself presets the prospect of having substantial revenues being 

collected from e-commerce (Rahman, 2019). This view has already been buttressed 

studies in the literature section that show that in developed countries such as the US, 

e-commerce has already had a positive impact on both state and local government 

revenues.  For instance, a recent study in USA shows that state and local governments 

were able to get more than $140 billion in various sales from e-commerce (Rahman, 

2019).   

Another crucial prospect for the growth of e-commerce in Tanzania is the fact is that 

majority of people are currently using the internet, a key medium of e-commerce 

(Shine, 2019).  Hence imposing taxes on these people that use internet is desirable 

because these individuals are most able to pay them (Shine, 2019).  In short, as time 

goes on, the digital divide, which means the inequality that exists between individuals 

with access to a computer and those without such access, is going down (Jimenez et 

al., 2019).  
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Based on the above reasoning, it is important to note that, conversely, any suggestions 

to eliminate taxation of e-commerce punishes low-income taxpayers (Dondena, 2017).  

This is based on the fact that low-income taxpayers are less likely to have Internet 

access and at the same time be able to buy goods online (OECD, 2018).  The 

implication here is that once exempting e-commerce from paying taxes is likely to 

benefit rich taxpayers, while shifting part of their tax burden onto low-income 

consumers that purchase goods from shops where taxes are will continue to be 

collected (Andrew, 2016).  
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CHAPTER FIVE 

DISCUSSION OF THE FINDINGS 

5.1 Introduction 

This chapter interpret and describe the significance of the research findings in light of 

what was already known about the research problem being investigated. The chapter 

also explain new understanding or fresh insights about the prospects and challenges 

for e-commerce taxation for Tanzania after the researcher has taken the findings into 

consideration. Discussion of research findings is outlined based on the three specific 

objectives that the researcher intended to find answers thereto. 

 

5.2 Requirements and Procedures for taxation of electronic commerce 

In order to describe what the researcher expected to achieve with regard to 

requirements and procedures for taxation of e-commerce, it was important to first look 

at the level of knowledge and understanding of electronic commerce among the 

respondents. Some of the key issues include whether they had ever heard about 

electronic taxation, whether they understood requirements and procedures for 

electronic taxation, electronic gadgets usage, nature of electronic transactions, and 

frequency of participation in electronic transactions. 

5.2.1 Knowledge of respondents on electronic taxation 

While it has already been revealed that majority of the respondents were still youthful 

(between 30-40 years of age), majority of them had completed secondary education as 

their highest educational attainment. All these factors notwithstanding, they have not 

stopped the respondents from understanding what electronic taxation is all about. This 

springs from the fact that most of the traders in down town Kariakoo are town savvy, 

and most of them have had varying levels of exposures owing to their business trips 

outside Tanzania, especially in Asian countries, including China. So, it is easy for them 

to know such new emerging technological concepts, such as electronic taxation. 
 

5.2.2  Requirements and Procedures for e-commerce Taxation 

Among the respondents those who have slight idea about taxation of e-commerce were 

only the TRA officers and tax consultants where traders fall under the category of ones 
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who do not know or who cannot tell the procedures of electronic commerce taxation.  

The findings were substantiated by the fact that, there is no known specific legislation 

in the country clearly detailing how taxation should be undertaken with regards to 

electronic commerce taxation. The complexity of tax laws and regulations was found 

to be the major factor hindering the understanding of most traders in relation to 

taxation procedures and requirements.  

 

5.2.3 Electronic Gadgets Commonly Used 

During the administration of the questionnaire, most of the traders explained that they 

commonly use their mobile phones to undertake a number of transactions, including 

but not limited to buying things online, in and outside Tanzania. The findings indicated 

that it has been easy buying and selling goods online by directly interacting to other 

parties without the agents being involved. 

 

It surfaced that the aspect of e-commerce is slowly taking root in Tanzania. But what 

is little known on the aspect of e-commerce is the obligation to pay taxes. Many people 

pay taxes based on their incomes for traditional business, but not for online business 

because the existing tax laws and policies have not equally adopted to the changing 

technological advancement. The existing tax laws are not centered on devising 

innovative ways to handle taxation of digital economy and also harnessing technology 

to improve the tax system. 

 

5.3 Legal and Regulatory Framework on Electronic Taxation 

While there is an array of tax-related laws in Tanzania, the main pieces of legislation 

governing issues of taxes include Value Added Tax Act (2019), Tax Administration 

Act, Cap.438 R.E,2019; Income Tax Act, Cap. 332 R.E, 2019; The Customs 

(Management and Tax) Act Cap.403 R.E,2018, which among others, mandates every 

taxable person to lodge with Commissioner a tax return in a form prescribed by the 

Commissioner. Currently, Tanzania uses the dual system both manual and electronic 

filing systems. For instance, under all VAT-registered persons are mandatorily 

required to use the electronic filing system, while electronic filing is voluntary for 

other category of taxpayers. 
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It worth noting is that taxation is one of the oldest roles of the Tanzanian government 

in order to enable it run her own affairs. In Tanzania, the sole organ charged with tax 

administration–through assessment, collection and accounting is the TRA.  

 

5.3.1 Perceptions on Legal and Regulatory Framework on E-Taxation 

Most of the respondents (traders) indicated that they have not heard about laws relating 

to collection of electronic taxes resulting from electronic transactions. However, some 

of the respondents (TRA officers and tax consultants), show that an efficient legal and 

regulatory framework is crucial to facilitating easy payment of taxation for electronic 

transactions.  

 

This does not mean that Tanzania has not made any steps in relation to electronic 

taxation. During interviews with the tax experts and TRA officers, it was revealed that 

the government has taken several steps in ensuring that the Tax Administration body 

re-engineer its processes, products and services which will make it easier to tax the 

digital economy.  One of the TAR officers emphasized that, in taxation of e-commerce 

it is necessary for TRA systems be digitalized for easy interaction with the 

stakeholders who are the taxpayers. So far TRA has put in place systems like e-filling 

which enables taxpayers to file their returns without physical visit to TRA offices. 

Secondly, systems of payments have been digitalized where by taxpayers do not need 

to stand in long ques for tax clearances. Thirdly, TRA put in place online registration 

of taxpayers, online calculator for computation of taxes associated with imported 

motor vehicles and calculator for Pay As You Earn (PAYE). Lastly, TRA has 

introduced the use of EFD machines for issuance of receipts for every transaction done 

by taxpayers which are directly linked to TRA servers. 

 

According tax experts that the researcher interacted with during the data collection 

phase, it was it was revealed that the use of EFD machines for filing tax returns is what 

many traders currently know about. The use of EFDs has indeed reduced reduce 

administrative and compliance costs for both the Tanzania Revenue Authority (TRA) 

and for businesses, which in the end leads to improved VAT compliance (TRA, 2018). 
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From a legal perspective, the use of EFD devices are regulated by the Value Added 

Tax (Electronic Fiscal Device) Regulation, which requires all the businesses with a 

turnover above TZS 40 million threshold to acquire and use EFDs (URT, 2010, URT, 

2012). Initially, the legislation covered only VAT-registered businesses with a 

turnover of TZS [Tanzanian Shilling] 40 million and above. In 2015 the VAT threshold 

was increased to TZS 100 million (TRA, 2018). 

 

The government in 2019 launched the Electronic Revenue Collection System (e-RCS) 

for telecom firms. This system automatically calculates, assesses and collects the 

required amount of revenue and sends them to relevant accounts of the government.  

The launch of the system spelt the end of complaints from tax-payers on the exact 

amount of revenue collected from online transactions.  

 

More importantly, the greater integration of technology into tax administration, such 

as electronic taxation, significantly improves the ranking since this assist in 

significantly reducing both the number of hours taken in filing and the number of 

payments that have taken place as a result of use of technology (Mabombo, 2019). 

During interviews with senior TRA officials, it was highlighted that TRA intends to 

roll out an integrated domestic revenue system for tax administration.  

 

According to TRA officers, implementation of technology in tax administration not 

only makes tax administration more efficient, but it also reduces costs associated with 

compliance. At the end, it will help Tanzania to significantly improve its ranking on 

the “ease of paying taxes” index (Mbombo, 2019). 

 

In the case of Tanzania, the challenges of limited awareness on e-taxation especially 

in the informal sector is still an impeding challenge for effective implementation of 

the legal and regulatory framework on taxation, including the mandatory VAT 

requirements for electronic filing for all VAT-registered tax payers.  
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5.3.2 How Legal Framework on Taxation has facilitated E-commerce 

Further, the respondents were asked to state the extent to which the legal framework 

on taxation has facilitated electronic commerce. This is important since electronic 

taxation is dependent on the level e-commerce. 

 When respondents were asked about their perceptions on the legal and regulatory 

framework, majority of the respondents indicated that the current laws were not in 

tandem with the current trends on electronic commerce. 

 

The view was further echoed during interviews with TRA officers, who indicated that, 

the current legal position on taxation of e-commerce is based on the old system of 

permanent establishment/address rule. For instance, under this rule, any person natural 

or legal with income whose source is within in Tanzania to register for tax purposes. 

However, the problem currently facing the country is that, there are no mechanisms 

for identifying and assessing online business for tax purposes.” Interview.  

 

The officers further added that, TRA as the chief taxation body is only limited to 

identifying and assessing only those businesses with only physical presence. There is 

currently no capacity by TRA to assess those businesses with digital presence.  

 

5.3.4 Whether Legal and Regulatory Framework on Taxation is Conducive 

Majority of the respondents showed that when a country has put in places laws for 

regulating online business or electronic commerce, it tends to ease the process of 

paying taxes since this can be done easily without having to visit the offices physical 

for the purposes of tax assessment, filing and other related issues. In the same vein, 

when there is a streamlined legal and regulatory framework, it helps to reduce the 

geographic constraints that are experienced in filing for tax physically. This is further 

supported by who indicate that application of taxation for online business or electronic 

business helps to avoid crowds and queuing, that such online or electronic taxation 

make taxation of e-commerce more transparent, something which encourages more 

people to pay taxes without being forced to do so.  
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The views expressed above are supported by a World Bank (2015), titled, “Why 

Should Tanzania Pay Taxes”. The study highlights key issues which are vital for an 

ideal taxation system. For instance, the reports advise that for any ideal tax system, it 

should be perceived as fair, affordable and the transparent by taxpayers. At the same 

time, the report further points out that the level of tax revenues should be sufficient for 

the state to satisfy the current and future needs of its citizens, by taking into 

consideration the fast-changing technological world. The report, however, concluded 

that Tanzania did not pass these two counts.  

 

5.4 Challenges Associated with Electronic Taxation in Tanzania  

Challenges associated with taxation of e-commerce, stems from the fact that the 

internet is borderless and ungoverned, whereby the consumers and businesses are 

likely to use the cyberspace as a vehicle for tax avoidance (Shine, 2019). It is easy for 

audit trails to disappear in cyberspace since it is quite impossible to verify the parties 

to a particular online transaction (Shine, 2019). 

 

During the interviews with tax consultants based in Dar es Salaam, they raised issues 

of dwindling governmental tax bases once the online business becomes prominent.  

One of the issues they raised pertained to the fact that in developing countries like 

Tanzania, for a person be it legal or natural to be regarded as a taxable entity, here 

must be a physical address. However, in the case online business, it is hard to verify 

the address of those involved in the transactions. That is the reason why it has been 

asserted that in such kinds of businesses, which involve the traditional tax enforcement 

mechanism, audit trails will disappear in Cyberspace. The experts raised the problem 

of failing to verify the identity of parties involved in the transactions. The experts 

further pointed out that obtaining the acceptable documents of proof is always difficult, 

and they warned that under such business mediums, tax havens will tend to become 

common.  

 

5.4.1 Limited Awareness on Electronic Taxation 

Findings indicated that there is still limited awareness on electronic taxation in 

Tanzania, something which hinders the proper implementation of e-taxation in the 
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country. A good number of people do not know about e-taxation and how precisely to 

pay their taxes. Moreover, this situation cannot be only limited to the informal sector 

alone, but rather among many business persons in the country. This could be attributed 

partly attributed to the rapid technological changes that have caught many developing 

countries like Tanzania unprepared (Shine, 2019).  This situation is however in 

contrast with developed countries where by to the fact that the tax culture is known to 

a large percent of its citizens. This could be attributed to the high levels of fairness and 

transparency on how such taxes are transparently utilized that pushes people and gives 

them morale to pay taxes, including taxes assessed out of the online 

businesses/transactions (World Bank, 2015).   

 

5.4.2 Lack of Effective Laws Governing Taxation of E-commerce 

Another challenge affecting effective electronic taxation of online business includes 

the lack of a more recent law for capturing online businesses. According to majority 

of the respondents, there is lack of an enabling legal and regulatory framework on e-

taxation in Tanzania. For instance, much as Tanzania has so many laws on taxation 

with the major one being the Income Tax Act (2019), Tax Administration Act 2019, 

Income Tax Act Cap. 332 Revised Edition 2017, the Value Added Tax Act, 2019, the 

government has ignored coming up with a specific law or amending these acts to 

capture the taxation of online business. For instance, under Section 37 (b) of the Value 

Added Tax Act (2019) requires every person be it corporate or natural to have a 

physical address before one of registered for VAT. Further, Section 43 of the same act 

mandates the Commissioner General to maintain and publish an up-to-date register of 

all registered persons, which must include the name   and address   of   the   registered 

person.  

The same situation obtains with the Income Tax Act Cap. 332 under Section 84 (2) 

which states: 

 

“Every withholding agent shall file with the Commissioner within thirty days 

after the end of each six-month calendar period a statement in the manner and 

form prescribed specifying…the name and physical address of the 

withholdee.” 
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The implication of these pieces of legislation, read together is that for any transaction 

to be captured there must be a physical address of the persons supposed to pay taxes. 

This hence might become difficult for people purchasing electronic services such as 

websites hosting, remote maintenance of programs and equipment, buying of software 

and the updating thereto, access to databases or self-education, whereby it might be 

difficult to ascertain the address of the consumer. In general, one can say that the 

current laws need to be fine-tuned in line with the taxation policy. This situation 

contrasts with developed countries like the USA where there exist several laws that 

not only back up electronic tax filing but also support e-taxation, and these include the 

Tax Reform Act and the Restructuring and Reform Act enacted by the US Congress. 

This one was enacted with the aim of restructuring and modernizing the Internal 

Revenue Services in order to improve taxpayers’ protection and rights generally. 

 

5.4.3 Complex Tax System 

Another challenge that has been identified by the respondents with regard to e- 

commerce taxation is the issue of a complex tax system. Majority of the respondents 

show that Tanzania’s system is taxation is a complex matter, which very few people 

understand.  
 

One of the traders explained that, complexity of tax system has made tax paying 

process costly to taxpayers as they require the presence of tax consultants who are paid 

by taxpayers to intervene in matters between TRA and traders. This is quite different 

from other countries such as the USA, where a simple tour through the Internal 

Revenue Service website shows that the feedback from the taxpayers show how 

exhaustive and easy for tax payers to file their taxes electronically in the USA. It is 

hence vital for the TRA here in Tanzania to emulate best example from other countries 

and best practices in order to make the processes of electronic tax filing not only very 

meticulous but also easy to utilize. 

 

5.4.4 Lack of tax incentives 

Findings show that the current taxation system for traditional business lacks incentives. 

This compiled by the fact that from time immemorial, many people have built a culture 
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of not understanding why they need to pay for taxes.  What normally comes to the 

mind of a typical Tanzanian citizen when he or she is asked to pay his taxes, a typical 

thinking is that the government could be planning to enrich itself.  

Corruption cases appearing in the media, on how government officials are misusing 

government’s money act as a serious disincentive for people not to pay taxes. 

 

 For any taxation system to be more effective, tax payers much be incentivized to 

understand why they need to pay taxes. In developed countries, for instance, much as 

they have stricter laws and guidelines on taxes, studies show that it not the legal 

sanctions that push people to pay taxes; rather, it is the belief that the taxes would be 

utilized for the betterment of society. 

 

5.4.5 Level of Sophistication and Technological Complexity  

Illiteracy is another challenge that affects electronic taxation. It is important to note 

that studies have shown that in countries with higher literacy levels, such as USA and 

Japan, the level of paying taxes is likely to be higher. This can be viewed from the 

time that these countries introduced electronic tax filing to their taxpayers. For 

instance, electronic filing systems were introduced in the USA as far back as 1986. In 

Tanzania, for instance, electronic filing while being implemented, is yet to take roots 

since many people, including some TRA officials are not yet very conversant with the 

system. 

 

An earlier study by Rumanyika and Mashenene (2014) on noting the limited uptake of 

e-filing and its adoption in the country, pointed out that this could be hampered by the 

general low attitudes towards tax compliance and behavioural aspects about adopting 

to new technologies as pointed out in the theory of Technology Acceptance Model 

(Davis, 1989). This can further be supported by the fact that Tanzania remains 

noticeably challenged by level of ICT knowledge and usage, infrastructure 

development to support uptake of ICT related technology, and the general low 

awareness of citizens on e-governance (Rumanyika and Mashenene, 2014). 
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5.5 Prospects Relating to Taxation of E-commerce 

Taxation of e-commerce, it is becoming inevitable for any country, including Tanzania 

to fail to pat into the potentiality of electronic commerce in respect of taxation (Shine, 

2019). Reviewed studies have shown that taxation of e-commerce has become 

inevitable since the failure to tax the same leads to unfair advantages for e-commerce 

firms over businesses undertaking offline business in the main-streets (Rumanyika & 

Mashenene, 2017; Lemay et al., 2018; Cassidy, 2019). 

 

Important prospect worth considering in relation to e-commerce taxation is the 

unavoidable fact that e-commerce is becoming huge business globally, including in 

developing countries like Tanzania, and this in itself presets the prospect of having 

substantial revenues being collected from e-commerce (Rahman, 2019). This view has 

already been buttressed studies in the literature section that show that in developed 

countries such as the US, e-commerce has already had a positive impact on both state 

and local government revenues.  For instance, a recent study in USA shows that state 

and local governments were able to get more than $140 billion in various sales from 

e-commerce (Rahman, 2019).   

Another crucial prospect for the growth of e-commerce in Tanzania is the fact is that 

majority of people are currently using the internet, a key medium of e-commerce 

(Shine, 2019).  Hence imposing taxes on these people that use internet is desirable 

because these individuals are most able to pay them (Shine, 2019).  In short, as time 

goes on, the digital divide, which means the inequality that exists between individuals 

with access to a computer and those without such access, is going down (Jimenez et 

al., 2019).  

Based on the above reasoning, it is important to note that, conversely, any suggestions 

to eliminate taxation of e-commerce punishes low-income taxpayers (Dondena, 2017).  

This is based on the fact that low-income taxpayers are less likely to have Internet 

access and at the same time be able to buy goods online (OECD, 2018).  The 

implication here is that once exempting e-commerce from paying taxes is likely to 

benefit rich taxpayers, while shifting part of their tax burden onto low-income 
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consumers that purchase goods from shops where taxes are will continue to be 

collected (Andrew, 2016).  

Taxation of electronic commerce has raised many issues globally. Some of the issues 

include tax evasion, double taxation and overriding tax jurisdiction. Any tax-

administering system for e-commerce should be developed in a manner that minimizes 

disclosure of consumers' personal information and should contain sufficient security 

to protect that information.  We must explore privacy issues involved in the collection 

and administration of taxes on e-commerce, with special attention given to the 

repercussions and impact that any new system of revenue collection may have.  

This marks the end of the findings section. It is important to note that the study set out 

to examine the situation of electronic taxation in the country, with respect to prospects 

and challenges. The specific objectives aimed at exploring the requirements and 

procedures of electronic commerce, the effectiveness of the Tanzanian legal and 

regulatory framework on taxation and the attendant challenges.  
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CHAPTER SIX 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

6.1 Summary of the Study  

 The study was based on the prospects and challenges of electronic taxation in 

Tanzania. The study was based on three specific research questions: What are the 

requirements and procedures in the taxation of electronic commerce in Tanzania?  

 

How effective is the Tanzanian legal framework and the regulatory machineries on the 

taxation of electronic commerce in Tanzania? What are the challenges experienced in 

electronic taxation? 

 

Digital economy brings exciting prospects to Tanzania in relation to increasing 

revenue collection and enhancing tax compliance. Evolution of e-commerce has made 

businesses view themselves as autonomous, independent entities and more as a link in 

an extended enterprise which includes business partners and stakeholders. Business 

partners and stakeholders become strategic links. It is the opportunity to TRA to take 

advantage of this important strategic link by way of re-engineering its processes, 

products and services. Becoming one of the strategic stakeholders, TRA will have 

access to taxpayers’ data which can effectively be used not only to increase revenue 

but also to improve compliance. 

 

The idea of subjecting e-commerce transactions to taxes have to be tackles by the 

legislation. The legal requirement to register and identify taxpayers with physical 

presence has no impact when businesses are done through the Web. In taxation of e-

commerce there are many emerging issues that goes beyond the question of physical 

presence. Re-constructing Tanzania legal frameworks and regulatory machineries in 

pace with the evolution of e-commerce provides the importance for Tanzania as a 

country to examine and re-examine her economic position and interrogate whether she 

gets a fair share of taxes domestically and internationally.  

 

Like many other international tax administrations, Tanzania tax administration system 

faces several challenges when it comes to taxation of e-commerce. 
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Tanzania tax legislation provides that business profits are taxable in Tanzania only to 

the extent that such businesses have physical presence to which the profits are 

attributable (Section 6 of the Income Tax Act, Cap 332 R.E 2018). Global businesses 

are taxed under the Income Tax Act to the extent that the enterprises have a permanent 

establishment in Tanzania. Section 3 of the Income Tax Act, Cap 332 R.E 2018, 

provides that, a permanent establishment can be determined by various factors 

including; physical location of the business, substantial business equipment or length 

of time spent in Tanzania performing business activities. However, the definition has 

left out online retail shops where tangible and intangible products are exchanged 

between Tanzania and other jurisdictions. 

 

The same ambiguity created by tax laws on determining permanent establishment 

creates challenges on Value Added Tax collection particularly where goods, services 

and intangibles are acquired by unregistered customers from suppliers abroad. 

 

It is proposed that Tanzania should consider entering into more bilateral tax treaties 

with major trading partners to safeguard the interest of the country in terms of revenues 

in the digital economy arena. 

 

Identification of online business participants poses as a major challenge to Tanzania 

in relation to the domestic and international context. Physical presence of the business 

stands to be a greater factor in identifying taxpayers in the TRA database living out 

those who transact online. This loophole tends to attract more retail businesses who 

have physical presence towards tax evasion by closing their shops and trade online 

since they cannot be easily traced by TRA. The absence of legal provisions which 

specifically mention taxation of digital transactions it is a weakness to a great extent.  

 

Introduction of digital sales tax secular could play a big part in tax collection from 

online platforms since law formation process is not an immediate process. 

 

On the other hand, there are operations conducted in the country that are characterized 

with significant digital presence which are not mentioned in the existing tax laws. 

Foreign companies and platforms that conduct substantial businesses with significant 
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digital presence than physical presence should be deemed to form a permanent 

establishment in Tanzania and hence liable to tax as provided by Section 70 and 71 of 

the Income Tax Act, Cap 332 R.E 2018. 

 

Introduction to social media tax in Tanzania poses a challenge to innovation and 

economic growth which is very important for the country. Such taxes slow down 

investments for startups putting them at a competitive disadvantage to mature 

profitable businesses. Social media taxes are essentially taxes to consumers as the 

incidence of taxation is partially or fully passed on to local consumers in form of higher 

prices for goods and services. 

 

For smaller businesses, the unilateral measures may result to over taxation of income. 

Economic double taxation could arise to both corporate tax and tax on e-services if 

levied. The cascading effect could also result where the supply of e-services is made 

to a person that incorporate those services into an onward supply that is itself subject 

to tax. 

Provisions may have been enacted as interim measures but once taxes have been 

enacted into law, it is very difficult to repeal them with more effective provisions. 

 

6.2 Conclusion 

The intention of the study was to explore the prospects and challenges of e-commerce 

taxation in Tanzania. It was found out that brings exciting prospects to Tanzania in 

relation to increasing revenue collection and enhancing tax compliance e-commerce 

taxation. This should be taken as an open opportunity for the tax administration system 

to take advantage of the most important strategic links of business partners and 

stakeholders by way of re-engineering its processes, products and services. 

The study found out that there are no specific provisions in the current existing laws 

which tackles taxation of e-commerce in terms of procedures and requirements, while 

the players of digital business are ever increasing. This has resulted to loss of 

significant revenues from both the domestic and international perspectives. 
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Re-constructing Tanzania legal frameworks and regulatory machineries in pace with 

the evolution of e-commerce provides the importance for Tanzania as a country to 

examine and re-examine her economic position and interrogate whether she gets a fair 

share of taxes domestically and internationally. 

 

While a number of governments including Tanzania aim to ensure taxation of 

electronic taxation, the taxation of electronic commerce raises many issues. Some of 

the issues that are likely to come up include tax evasion, double taxation and overriding 

tax jurisdiction. Any tax-administering system for e-commerce should be developed 

in a manner that minimizes disclosure of consumers' personal information and should 

contain sufficient security to protect that information.   

 

It worth noting that while e-commerce taxation is a recent innovation in Tanzania, this 

should not prevent the tax authority to put in place better methods for tapping its 

potential. More importantly, the development of e-taxation to better levels such as like 

those in the USA and Japan will improve tax administration in the country 

significantly. According to the 2015 report on why Tanzanians should pay taxes, it is 

important to work on all the obstacles impeding tax administration in the country since 

tax is the main source of the country’s revenue. Moreover, the implementation of e-

commerce taxation not only leads to improved tax collection but eases the paying of 

taxes and enhancing voluntary compliance.  

 

6.3 Policy Implications and Recommendations 

6.3.1 Recommendations to the Ministry of Finance 

Based on the above finding the study recommends the following to be addressed in 

order to enhance behavioral intention and adoption of the system in order to realize its 

objectives.  

Firstly, it is important for the Ministry of Finance to ensure that technology takes 

precedent over the traditional method of taxation.  It is important for the Ministry of 

Finance to undertake the amendments of the current laws, most especially the Income 

Tax and VAT laws to ensure that such laws are in tandem with the current 
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technological changes that enhance e-electronic taxation rather than relying on the 

traditional means of tax administration.  

 

TRA also needs to embark on creating more awareness to the citizens on how best they 

can understand that paying tax is important for the country’s socio-economic 

development. This will also create morale among the citizens that do not feel 

incentivized to pay the government taxes.  

 

There should be awareness of taxation in Tanzania. A large percentage of Tanzanians 

do not know about taxation. The awareness should be made to sensitize and explain 

how to pay taxes, what it entails and its benefits. I believe this will go a long way in 

encouraging taxation in Tanzania  

 

E-commerce taxation must also be incorporate extended to mobile phones in form of 

an ‘application’, so that the people can have quick access to the tax system, calculate 

their taxes and file for their taxes with ease. Owing to the challenge of technology in 

Tanzania, it is also recommended that there ought to be a backup manual tax filing 

system. It is also important to note that another challenge is also illiteracy; this is 

because not every Tanzanian has access to phones and not every phone owner can 

understand simply the automated tax system. This means that awareness would remove 

this problem.  

 

6.3.2 Recommendation to the Government 

Digitalization has taken over and measures how to collect revenue is still a great 

challenge. Efforts should be centered on devising innovative ways to handle taxation 

of digital economy and also to harness technology to improve our tax system. Since 

Tanzania as a country cannot work in isolation when it comes to the global digital 

economy. Cooperation with other tax jurisdictions in devising ways and bilateral laws 

of taxing the digital businesses should be of paramount importance without 

overlooking national interests.  
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6.3.3 Recommendations for Future Research  

Since this study could not exhaust all issues of electronic commerce taxation, it hence 

important to undertake another separate study on the impact of technology in 

improving tax administration.  Such a study would help the government to improve 

more in the use of technology in order to improve tax administration in the country.  
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APPENDICES 

Appendix 1: Letter of Transmittal 
 

Dear Respondents! 

 

My name is Bhoke Salome Liganya, a student at Mzumbe University, undertaking a 

Master’s course of Business Administration (Corporate Management). I am currently 

undertaking a study on: “Taxation of E-commerce: Prospects and Challenges for 

Tanzania.”  

 

As one of the stakeholders for Tanzania Revenue Authority, you have been chosen to 

partake in this study based on the study. I would kindly request you to afford me your 

little time so we can answer some of the questions. Remember this study is only for 

academic purposes. Your information was kept confidential. Participation is free and 

you are free not to answer any question you feel uncomfortable with. You can also pull 

out of the interview before it is finished. This interview is purely voluntary and there 

are no rewards for participation or punishment for your non-participation.  

I kindly request you to take a brief moment to complete this evaluative questionnaire. 

This is purely an academic research. 

Yours Sincerely 

 

Bhoke Salome Liganya 
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Dear Respondents! 

 

My name is Bhoke Salome Liganya, a student at Mzumbe University, undertaking a 

Master’s course of Business Administration (Corporate Management). I am currently 

undertaking a study on: “Taxation of E-commerce: Prospects and Challenges for 

Tanzania.”  

 

As one of the stakeholders for Tanzania Revenue Authority, you have been chosen to 

partake in this study based on the study. I would kindly request you to afford me your 

little time so we can answer some of the questions. Remember this study is only for 

academic purposes. Your information was kept confidential. Participation is free and 

you are free not to answer any question you feel uncomfortable with. You can also pull 

out of the interview before it is finished. This interview is purely voluntary and there 

are no rewards for participation or punishment for your non-participation.  

I kindly request you to take a brief moment to complete this evaluative questionnaire. 

This is purely an academic research. 

Yours Sincerely 

 

Bhoke Salome Liganya 
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Appendix II NOT III?: A Questionnaire for Business Persons  

 

QUESTIONS 

1. Instructions 

Please answer all questions. Tick against the correct answer for each question with its 

suggested answers. Where additional information is required, you are cordially asked 

to write on a separate sheet of paper. 

 

PART I: GENERAL INFORMATION 

1. Sex of the Respondents 

a) Male [   ] 

b) Female [   ] 

2. Age bracket of the Respondents 

a) 18-30 years  

b) 30-40 years  

c) 40-50 years 

d)  Above 50 years 

3. Level of education and training:  

a) Informal/none [   ] 

b) Primary  [   ] 

c) Secondary [   ] 

d) College  [   ] 

e) University  [   ] 

PART II:  To explore the requirements and procedures for taxation of electronic 

commerce in Tanzania 

4. Have you ever heard of electronic taxation? 

a) Yes, I have heard about it [    ] 

b) No, I have not heard about it [    ] 

c) I’m not sure   [    ] 
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5. Do you understand the requirements and procedures for e-taxation in Tanzania? 

a) I do understand  [  ] 

b) I don’t understand [  ] 

c) Not sure  [  ] 

 

6. What electronic gadget do you use when undertaking electronic commerce? 

a) Handset phone [ ] 

b) Desktop Computer [ ] 

c) Laptops  [  ] 

d) Others [  ] 

7. Which E-Commerce platform do you frequently use? 

a) E-Banking  Platforms-Online  Banking  services [   ] 

b) Undertaking online transaction (Retail Stores services) [  ] 

c) Using portal or Media Platforms [   ] 

d) Buying software/books/etc online [    ] 

e) Service-Oriented Platforms  [    ] 

f) Others-Please specify 

 

8. How often do you use this E-Commerce Platform? 

a) Never     [ ] 

b) Rarely     [ ] 

c) Sometimes    [ ] 

d) Often     [ ] 

e) Always    [ ] 

 

9. Do you experience difficulties or obstacles when using the E-Commerce Plat-

forms? 

a) Yes, Occasionally [  ] 

b) Not Really [  ] 

c) I Cannot Remember [  ] 
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10. To what extent do you think the procedures for filing taxation via electronic 

commerce is conducive to the e-commerce? 

a) Excellent [  ] 

b) Satisfactory [  ] 

c) Needs Improvement [  ] 

 

d) Unacceptable [  ] 

e) N/A [  ] 

11. Do you feel safer while using your bank/credit card information to make 

transactions online through the E-Commerce platform? 

a) Yes [   ] 

b) No [   ] 

If No, please state the reason 

why ................................................................................................ 

12. What benefits/ difficulties have you experienced while trying to undertake 

electronic taxation filing?  

a) Huge Taxes  [   ] 

b) Difficulty to use the system [   ] 

c) The system is convenient [   ] 

d) I cannot tell [  ] 

e) Others, please specify……………………………… 

13. Has the E-Commerce platforms been able to help improve your level of business 

transactions? 

a) Yes [   ] 

b) No [   ] 

c) Not sure [   ] 

d) Don’t Know [   ] 

e) N/A 

If Yes, how…………………………………………. 
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14. How would you rate the current system for electronic taxation filing? 

a) Excellent [   ] 

b) Satisfactory [   ] 

c) Needs Improvement [   ] 

d) Unacceptable [   ] 

e) N/A 

15. Please let us know (in a few words) other obstacles and difficulties you face in 

trying to undertake filing of electronic  

 

taxation……………………………………………………………………………

……………………………………………………………………… 
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PART III 

To examine the effectiveness of the Tanzanian legal framework and 

regulatory framework on the taxation of income from electronic commerce  

 

16. What are your perceptions on the Tanzanian legal and regulatory framework on 

the taxation of income from electronic commerce? 

a) The has facilitated easy payment of taxation [   ] 

b) There is no legal framework I know of [  ] 

c) The current laws on e-taxation are complicated [  ] 

d) There is need to improve the laws and rules [  ] 

17. To what extent do you agree that e-commerce has facilitated and increased taxable 

bases for the country?  

a) To a Great Extent [  ] 

b) Somewhat  [  ] 

c) Very Little  [  ] 

d) Not at All  [  ] 

 

18. Would you say the current legal and regulatory framework on taxation is conducive 

enough to facilitate e-commerce? 

a) Very Positively [  ] 

b) Positively [  ] 

c) Cannot Tell [  ] 

d) Negatively [  ] 

e) Very Negatively [  ] 

 

  



87 

 

19. Tick what is most appropriate. - 1= Strongly Agree; 2= Agree; 3= Not sure; 4= 

Disagree; 5= Strongly Disagree.   
 

Statement 1 2 3 4 5 

Taxation of e-commerce saves time       

Increase flexibility in taxing wide range of taxable bases      

The law has helped in speeding up of communication/response 

rates 

     

Laws have lowered cost (such as online payment)      

Laws have eased process of paying taxes      

Has reduced geographic constraints on participation in e-taxation      

Laws have helped to avoid crowds and queuing in paying for 

taxes 

     

It has made taxation of e-commerce more transparent      

 

 

20. In your view, what do you think should be done to improve the effectiveness of 

the current legal and regulatory framework governing taxation of electronic 

commerce? 

……………………………………………………………………………………

……………………………………………………………………………………

………………………… 
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PART III 

To explore the best practices to be adopted in the taxation of income and 

consumption taxes from electronic commerce 

21. Would you say that the Tanzania government has managed to put in place a 

conducive environment for ensuring better taxation of electronic commerce? 

a) Agree [   ] 

b) Agree Strongly [   ] 

c) Neutral [    ] 

d) Disagree [    ] 

e) Disagree Strongly [    ] 

 

22. In your view, which of the following practices should the government of Tanzania 

adopt with regards to taxation of income from electronic commerce? Tick what is 

most appropriate. - 1= Strongly Agree; 2= Agree; 3= Not sure; 4= Disagree; 5= 

Strongly Disagree.   

 

Statement 1 2 3 4 5 

Taxation of e-commerce should consider neutrality,   efficiency,   

certainty   and simplicity, effectiveness and fairness, and flexibility  

     

There is need to invest more in technology       

Tax officials should be re-trained on e-commerce and taxation       

Need to amend current laws to match current trends       

Need to simplify  taxation  systems  to  minimize the cost of tax 

compliance  

     

Need to talk with the business community       

Put in measures that have improved voluntary compliance       

Provide greater certainty on how electronic commerce was treated 

for tax purposes 
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23. Since the introduction of taxing electronic business in Tanzania, what have been 

the major advantages/benefits? 

a) ……………………………………………………………………… 

b) ……………………………………………………………………… 

c) ……………………………………………………………………… 
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Appendix III: Interview with TRA Officials  

 

1. Are there laws and procedures for facilitating taxation of e-commerce in 

Tanzania?  

2. When were such laws and procedures put in place? 

3. How easy has been the implementation of these laws associated with taxation 

of e-commerce? 

4. What have been the main developments with regards to taxation of e-

commerce? 

5. What are the challenges? 

6. What needs to be improved, by who and why? 

7. Any other comment?  
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Appendix IV: Interview with Taxation Experts/Consultants  

 

1. What are the prospects for e-commerce in Tanzania? 

2. How can Tanzania make the best of taxing businesses associated with 

electronic commerce?  

3. What are the key obstacles in ensuring the growth of e-commerce? 

4. What are your recommendations? 

5. Who should be involved and why? 

6. Any other comments? 

 

 

 

 


