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ABSTRACT 

This study aimed at examining the influence of economic factors towards taxpayers’ 

voluntary compliance behavior by targeting SMEs in Dar es Salaam, Tanzania. 

Specifically, the study determined the extent of tax compliance in the selected tax 

region, examined the influence that perception on government spending has on 

taxpayers’ voluntary compliance behavior, examined the influence of the individual 

financial position on voluntary compliance behavior among taxpayers in the selected 

region,  examined the influence that perception on equity and fairness of tax rate on 

taxpayers’ voluntary compliance behavior in Tanzania, and to found out whether or 

not auditing influences taxpayer’s voluntary compliance behavior in Tanzania. 

 

The study applied a cross – sectional research design  whereby  the mixed approach 

that combining quantitative  and qualitative approaches were adopted. Data was 

collected from 100 conveniently selected  taxpayers in Kinondoni tax region through 

the survey questionnaire method whereas interview method  were used to gather data 

from TRA officials who work in Kinondoni tax region.  

 

The collected data were analyzed using descriptive and inferential statistical 

analyses. In analyzing the relation among the variables, the study used correlation  

and regression analyses. The findings revealed that economic variables such as 

perceptions about government spending, individual financial position, perceptions on 

equity and fairness and probability of being audited had positive significant 

relationship with taxpayers’ voluntary compliance behavior. The perception on 

government spending has a high significant influence to individual taxpayers’ 

voluntary compliance behavior followed by probability of being audited. The study 

recommends for wisely and fairly spending of government revenue to all regions, 

continual provision of tax knowledge to the public and jointly provision of business 

management and financial discipline skills to SMEs by various institutions. 
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CHAPTER ONE 

 BACKGROUND OF THE STUDY 

1.1 Introduction 

This chapter covers the background information on economic factors that influence 

the voluntary compliance of tax. Furthermore, this chapter explores a fundamental 

information on the background of the study, statement of the problem, research 

objectives, and research questions, significance of this study and scope of the study. 

 

1.2 Background information 

Governments impose tax, which is charged on income of citizens and profit of 

corporate entities, to finance their expenditures. The history of taxation can be traced 

back from the ancient Egyptian kingdom and practiced worldwide (Sritharan & 

Salawati, 2019). It is understood that the government must tax revenue to finance its 

expenditure on core activities such as service delivery to the public. However, the 

amoung of tax revenue collected depends much on the taxpayers’ compliance with 

tax laws of a particular country (Deyganto, 2018).  

 

According to Tilahun (2019) tax compliance is the desire that taxpayers are showing 

through acting in accordance with the established tax laws of the particular country 

and this desire can portrayed through their effort towards paying their tax liability 

timely. In addition to that, a wider meaning of the term tax compliance is concerned 

with the desire of taxpayers to comply with the established tax laws. According to 

Palil and Mustapha (2011) the compliance is linked to many factors such as ethics 

factors, legal factors and situational factors at a particular time and place. In 

connection to this, tax laws are core influencers in determining tax compliance and 

these laws should be practically enforceable and uncomplicated to encourage 

compliance. 

 

Andreoni, Erard, and Feinstein (1998) suggest that the problem of tax compliance is 

as old as taxes themselves hence it is importance for each country to invest on 
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finding ways of eradicating it. Similarly, Hauptman et al (2015) posit that it is the 

core responsibility of the tax revenue bodies to come out with a systematic process, 

strategies and structures in the effort of minimizing non-compliance level in their 

countries. Based on this, many governments established tax revenue bodies with the 

great and core expectation of achieving the maximum overall level of compliance 

with tax laws in their particular countries. Although the level of compliance can be 

affected by the presence of loopholes that business owners are using to avoid tax 

both legally and illegally. It is true the domestic tax bases of many African countries 

are undermined by the widespread tax avoidance and evasion (Tilahun, 2019). 

According to Stephen (2014) who assessed the practices of tax evasion in Tanzania 

found that accountability, lack of tax knowledge, corruption, high rate of tax are 

mostly attributing to many taxpayers to evade tax. 

 

In order to meet the Sustainable Development Goals (SDGs) and to promote 

inclusive economic growth, developing countries must strengthen the tax systems 

adopted in their countries to generate more resources inside their countries (OECD, 

2018). Tanzania as the member of the United Nations (UN) agreed on the 

implementation of the 2030 Sustainable Development Agenda and 17 SDGs. In line 

with this, the country is implementing the Tanzania Development Vision 2025 and 

the Zanzibar Development Vision 2020 aimed at transforming the country’s socio–

economic condition to middle-income semi-industrialized country.  

 

In making sure that all SDGs, Tanzania Development Vision 2025 and the Zanzibar 

Development Vision 2020 are met, the country is intensifying its domestic 

mobilization of resources to ensure that the goals are met through domestic 

financing. This has been evidenced by the increased proportion of domestic the 

budget financed by domestic taxes from 50% to 60% that goes in line with 

strengthening tax compliance (VNR, 2019). 

 

The government of Tanzania established Tanzania Revenue Authority (TRA) 

through the Act of Parliament No. 11 of 1995 with core function of administering 
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impartially various central government’s taxes. In addition, TRA monitor, oversee, 

and coordinate as well as ensure fair, efficient and effective administration of 

revenue laws (TRA, 2020). 

 

Before November 2015, TRA was collecting tax revenue of the average of Tshs 0.82 

trillion per month as indicated in Figure 1.1 and thereafter it has been collecting an 

average tax revenue of Tshs 1.3 trillion per month. The major reason being the 

implementation of several measures directed by the fifth phase government in 

improving practices and systems of collecting tax revenue 

(www.tanzaniainvest.com). 

 

Figure 1.1: Trends in Tax Revenue Collection in Tanzania (In Million Tshs) 

(Source: TRA (2020)) 

Despite an increase is tax collection, evidence suggests that voluntary compliance is 

still very low. This leads to losing an average of 7.4% of revenue, with trade mis-

invoicing being among the prominent causes (Kim & Kim, 2018). Besides, the 

Tanzania tax system is considered very weak (www.worldbank.org). Ongwamuhana 

(2011) identified that still there are problems of tax compliance in Tanzania. Ali et 

al. (2013) attribute the challenges of tax compliance to high and unaffordable taxe 

rates, unfair tax system, poor public service and government honesty. As such, tax 

http://www.worldbank.org/


4 

compliance is still a serious problem, which call for the implementation of the 

various measures to ameriolate the situation (Ng’eni, 2016).  

1.3 Statement of the problem 

TRA aims at increasing domestic revenue through enhancing voluntary tax 

compliance (TRA, 2020). Despite all the efforts in place, tax revenue has not grown 

significantly. For example, the tax to GDP ratio has remained increased by just about 

3.6% between 2004/5 and 2019/20 (PWC, 2020).  This makes Tanzania to in the 

groups Sub- Sahara African countries with a tax to GDP ratio of below 15% (World 

Bank, 2019). Among the the effects of low taxh revenue is that the country fail to 

carry out basic state function. The problem of low tax revenue collection is 

attributable to many factors. Prominent among the factors has been a lack of 

compliance among tax payers Kipilimba (2017).. 

 

Some empirical studies have been carried out to understand this phenomenon and the 

factors influencing tax compliance in the past. For example, Ali et al., (2013) studied 

tax compliance knowledge and the results suggest that perceptions on difficulties in 

evading taxes and the provision of public service affect tax compliant behavior. Kira 

(2017) found that accountability and transparency among tax officials, tax 

knowledge, high tax rate and tax burden affect tax compliance. Masawa (2018) 

indicated that TRA service quality, taxpayer trust, fairness of tax laws, regulations 

and public quality influence tax compliance. Similarly, Njama (2013) observed that 

corruption, high tax rates, credibility of tax agency and government spending affect 

taxpayer’s compliance.  

Some studies have examined economic factors influencing compliant behaviors. 

Some economic factors studied include income level of taxpayers, perception of 

government spending, tax audit, tax rate, tax benefits, penalties, complex filing 

procedures (Atawodi & Ojeka, 2012; Bărbuță-Mişu, 2011; Deyganto, 2018; Tilahun, 

2019). However, the findings from these studies have been contradictory. For 

example, Deyganto (2018) suggests that taxpayers’ income level and their 

perceptions on the government spending are insignificant. These findings clearly 
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contradict the findings from the studies by Tilahun (2019) and Sritharan and Salawati 

(2019). Palil, Hamid, & Hanafiah, (2013) acknowledge that the factors influencing 

tax compliance might differ even for the countries that use same tax systems and 

laws. According to Alm & Torgler, (2006)  differences in values, social norms and 

attitudes within countries may affects economic behavior. In addition to that, the 

standard economic models might not be precisely use to explain the differences in 

taxpayers compliance among countries. As such, conducting a country-specific study 

is imperative.  

In light of the foregoing discussions, and consistent with Bărbuță-Mişu,(2011)  and 

Sritharan and Salawati, (2019), this study aims at examining the economic factors 

influencing tax compliance among SMEs in Dar es Salaam, Tanzania. 

 

1.4 Research Objectives 

1.4.1 General objective 

This study examined the influence of economic factors towards taxpayers’ voluntary 

compliance behavior in Tanzania 

1.4.2 Specific objectives 

I. To determine the extent of tax compliance among SMEs in the 

selected tax region. 

II. To examine the influence that perception on government spending has 

on taxpayers’ voluntary compliance behavior in Tanzania. 

III. To examine the influence of the individual financial position on 

taxpayers’ voluntary compliance behavior in Tanzania. 

IV. To examine the influence of the perceived equity and fairness of tax 

rates on taxpayers’ voluntary compliance behavior in Tanzania. 

V. To find out the effect of audit expectations on voluntary tax 

compliance behavior among SMEs in Tanzania. 
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1.5 Research Questions 

In order to address the main objective of this study, the following questions were 

addressed. 

 

1.5.1 Main Question 

What is the influence of economic factors towards taxpayers’ voluntary compliance 

behavior in Tanzania? 

 

1.5.2 Specific Questions 

I. To what extent is the level of tax compliance in the selected tax 

region? 

II. What is the influence that perception on government spending has on 

taxpayers’ voluntary compliance behavior in Tanzania? 

III. What is the influence that individual financial position has on 

voluntary compliance behavior in Tanzania? 

IV. What is the influence that perception on equity and fairness on tax 

rate has on voluntary compliance behavior of taxpayers in Tanzania? 

V. What is the influence of audit expectation on voluntary tax 

compliance behavior among SMEs in Tanzania. 

 

1.6 Significance of the study 

The findings from this study are useful to policy makers to make relevant decision 

concerning various taxes and the collection of those taxes. Basing on that, the 

government will be able to increase tax collections, which will also assist the 

government in running its core functions. 

 

The findings from this study fill the gap of the available local literatures whereby 

little has been discussed specifically on the issue of the influence of economic factors 

towards individual taxpayer’s behaviors in Tanzania. 
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On the other hand, the findings from this study lays out the invitation of other 

researchers to discuss much more of various specific factors relating to tax 

compliance in Tanzania.  

 

1.7 Scope and Limitation of the Study  

The study were conducted in Dar es Salaam by targeting those individual taxpayers 

who are running their business in Kinondoni tax region. The study concentrated only 

in that area due to the availability of much business in that area and this tax region 

has also been in the records of among regions that are collecting more taxes than 

other regions. Conducting the survey to all individual traders in Tanzania is 

constrained by the available budget and time; this has made the researcher to 

concentrate with this area only. The limitation of the study is the shortage of local 

literature review on the tax compliance issues in local context; following this, the 

researcher used the empirical literature from abroad.  

 

1.8 Organization of the Research 

This research comprised by three chapters which are chapter one, chapter two and 

chapter three. The chapter one has been based on explaining background of study, 

research problem, research objectives, research questions, significance, scope and 

limitation of the study. Chapter two of this research covers for the literature review 

that include theoretical review, empirical review and conceptual framework. Chapter 

three covers for the methodologies that will be used in this study in order to facilitate 

the achievement of this work. 

 

Chapter four presents the data findings and the analysis of the data, both the 

respondents characteristics information were presented and the findings from each 

research objectives were presented. The data analyzed descriptively and of the study  

Chapter five presents the discussion on the research findings basing on each research 

objective. The discussion covers for the interpretation of all the findings with the 

theory and the empirical studies related to the study. Chapter six presents the 
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summary of the study findings, the conclusions for each research objectives, 

recommendations and the areas for further research. 
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CHAPTER TWO 

LITERATURE REVIEW 

2. Introduction 

The chapter presents the review of literature related to tax compliance, the chapter 

covers five parts which are definition of key terms, theoretical and empirical 

literature review, conceptual framework and research gap. 

 

2.1 Definition of key terms 

2.1.1 Tax Compliance 

Tax is a compulsory payment imposed by the government to the people for which 

there is no direct return to the taxpayers. The main reasons for the government to 

impose taxes are to raise funds for public expenditures and to allocate resources 

properly. Tilahun, (2019) defined Tax compliance as the desire that taxpayers are 

showing through acting in accordance with the established tax laws of the particular 

country, in addition their desire can be portrayed through their effort towards paying 

their tax liability timely. In addition Atawodi and Ojeka (2012) defined tax 

compliance as the freely and completely fulfilling of all tax obligations as specified 

by the law. Basing on the behavior of taxpayers, the OECD (2014) has defined tax 

compliance as a degree to which the taxpayer’s behavior complies with the tax rules 

of their country. 

 

2.2 Income Tax for Individuals  

According to TRA, categorization of individual’s taxpayers’ fall into two groups 

which are small individual traders and medium individual traders. The small 

individual traders are those who are not required to maintain audited accounts while 

the medium individual traders are those who are required to maintain audited 

accounts. This categorization has taken into consideration of annual turnover 

whereby for the one be categorized as the small individual trader their annual turn 

must not exceed the threshold of Tshs 100 million. On the other hand, for those who 
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are their annual turnover exceed Tshs 100 million are fall under the medium 

individual taxpayers. 

 

2.3 Theoretical Literature review 

2.3.1 Economic theory of Tax compliance 

Allingham and Sandmo developed tax compliance’s classic model in 1972. The 

theory explains that the taxpayer has the chance of choosing either evading or not 

evading tax with an intention of maximizing expected utility. The theory was formed 

on the assumption that the taxpayers may choose between a safe asset asset tax 

compliance and a risk asset tax evasion. The theory stipulated that an increase in the 

probability of detection and penalty rates have a positive influence on the increase in 

tax compliance level. In general, the theory assumes that the taxpayers choose the 

amount of income to report to maximize their expected utility. This theory 

emphasized on increased audits and penalties as solutions to compliance issues. 

Sritharan and Salawati, (2019) argued that economic factors are the major factors 

that influence tax compliance. 

 

The current study fits well within this theoretical perspective as the research aims at 

finding out the economic factors towards individual taxpayers compliance. 

According to this theory, taxpayers are having the chance to decide on what should 

be reported, this connects to the current situation where there are taxpayers who are 

required by law to maintain books of accounts and declare their income. Second, the 

theory has shown the impact of being caught in case of false declaration of income 

that also were investigated in this research in examining the perception of being 

audited. 

 

2.4 Review of Empirical Literature 

From the various available studies, it has been explored that there are many factors 

that influence the tax compliance behavior as far as the individual’s taxpayers is 

concerned. In relating to this, some of the studies tried to group these factors into 

demographic, individual, social, institutional and economic factors (Deyganto,2018). 
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Following the presence of many factors that do influence tax compliance behavior 

Bărbuță-Mişu, (2011) has grouped these factors into two groups which are economic 

factors and non-economic factors.  

 

In elaborating specific economic factors, various studies have brought forward the 

deep discussion on some of the economic factors to include income level of 

taxpayers, perception of government spending, tax audit and fairness of tax rate 

(Atawodi & Ojeka, 2012; Sritharan & Salawati, 2019; Bărbuță-Mişu, 2011; 

Deyganto, 2018; Tilahun, 2019). Sritharan and Salawati, (2019) has explored much 

on the influence of individual financial position towards tax compliance behavior by 

stating that the people who are experiencing financial challenges and who are 

generally financially poor are more likely to evade tax than those who are financially 

stable. This contradicts with the findings from Wärneryd and Walerud, (1982) who 

found that financial strain was not a significant factor in determining one’s behavior 

to tax compliance.  

 

Basically the study conducted by Sritharan and Salawati (2019) analysed the impacts 

of economic factors in individual taxpayer’s compliance in Malaysia. The study 

employed a survey strategy by distributing questionnaires to individual taxpayers in 

Malaysia and managed to gather data from the 419 respondents. The data were 

analyzed using spearman correlation and multiple regression analysis and the 

findings showed that apart from the financial position of the taxpayer, other variables 

such as penalty rate, probability of being audited and perception on government 

spending are important variables that influence tax compliance behavior in Malaysia. 

 

Another economic factor that has been discussed in various studies is the government 

spending whereby in the study conducted by Deyganto, (2018) concluded that 

taxpayers are more sensitive on how the government spends their money. Their 

sensitivity on government spending attributed their reaction towards tax compliance 

by analyzing on how wisely or unwisely the government spend the national revenue. 

In addition to that, the study conducted by Barone and Mocetti, (2011) stated that tax 
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morale is expected to be higher where citizens see more benefits in return for their 

tax contributions. Alabede and Zainal, (2011) argued that voluntary tax compliance 

will deteriorate if the taxpayers perceived that the rate of transformation from tax to 

political goods is low. However, the contradictions arised following the findings 

from Palil & Mustapha, (2011) who argued that the government spending does not 

impact the tax compliance behavior and this calls for more discussion on that area as 

proposed by Sritharan & Salawati, (2019) due to the presence of very narrow 

discussion on the perception of government spending towards tax compliance. 

 

Another factor that has been discussed as among major economic factors is tax audit 

and the probability of being audited whereby the study conducted by Palil et al., 

(2013) explored that the probability of being audited has a positively and significant 

influence on tax compliance behavior. However this finding contradict with the 

findings from Tehulu and Dinberu, (2014) who argued that the probability of being 

audited have no significant impact on tax compliance behavior. Basically the study 

Palil et al., (2013) studied on taxpayer’s compliance behavior in Malaysia with the 

main purpose of examining the self-assessment system and individual taxpayers. 

Survey strategy was employed to collect data from 1,073 respondents and the data 

were analysed through mutiple regression analysis and the findings showed that the 

probability of being audited has significant impact on tax compliance. 

 

Discussion on the issue of the influence of fairness on tax rate towards tax 

compliance behavior were presented by Verboon & Goslinga, (2009) who argued 

that the distributive fairness on the tax rate is positively affects tax compliance 

attitudes among entrepreneurs. This has also been supported by Mukasa, (2011) who  

argued that there is a positive significant relationship between fairness of the tax 

system and tax compliance. 

 

However, in analysing the influence of economic factors towards the tax compliance 

behaviour, it has been found that the available findings do differ from country to 

country due to many other specific factors. In supporting this argument Palil et al., 
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(2013) discovered that even for the countries that are having the same tax systems 

and laws might differ in factors that determine the level of tax compliance due to 

presence of specific factors regarding tax compliance for each country. Some of the 

studies that have been conducted on economice factors by using various approaches 

in different countries are presented as follows. 

 

Tilahun, (2019) identified economic and social factors associated  with tax 

compliance by using a case of Bahir Dar city in Ethiopia. The study employed an 

explanatory research design whereby the sample was delivered by applying the 

stratified sampling technique, the total number of 248 taxpayers were contacted. The 

data were collected by mainly two method which are questionnaires and interview 

methods. The data were analyzed using the ordered logistic regression. The findings 

from the particular study showed that factors such penalty, tax rate, fairness of the 

tax system, perceptions of government spending and the compliance cost are the 

main determinant factors that affect taxpayer’s voluntary compliance. 

 

Engida and Baisa, (2014) studied the factors influencing taxpayers’ compliance with 

the tax system in Mekelle City in Ethiopia. The study reviewed nine variables to get 

the real picture of the determinants of tax compliance.  Cross-sectional survey 

method was adopted as the research design and 102 questionnaires were gathered. 

The ordered probit was applied in analyzing those variables and the findings showed 

that tax compliance was influenced by financial onstraints, probability of being 

audited and changes in government policy. 

 

Mwangi, (2014) studied tax compliance issues targeting small traders who are 

running their business in Nairobi industrial area in Kenya. The study adopted a 

descriptive survey research design and applied the stratified sampling technique to 

reach a sample size of 150. The study employed questionnaires and interview guide 

method in collecting data. The collected data were descriptively analyzed and the 

findings showed that tax rate, lack of available tax information and compliance cost 

are major factors that hinder the level of tax compliance. 
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Nkwe (2013) studied on the tax compliance behavior among small-medium 

enterprises in Botswana. The main intention were to identify the level of taxpayer’s 

altitude and tax compliance behavior towards the tax system. The research used a 

survey strategy whereby 200 questionnaires were distributed and collected. 

Descriptive statistics analysis was used and the findings showed that taxpayer’s 

attitudes affect the compliance behavior of this group. 

 

Ali et al., (2013) examined factors that do affect tax compliant attitude in Tanzania, 

Kenya, Uganda and South Africa to determine citizens’ tax compliance behavior. 

The study used data from the new round 5 of the survey Afrobarometer survey on 

which the data were analyzed using binary logit regression. The findings showed that 

the increase in the perception of difficulties in evading taxes increases tax compliant 

altitude in Kenya and South Africa. In addition, the perception towards the provision 

of public service influenced the tax compliant attitude in all four countries. 

 

Atawodi and Ojeka, (2012) evaluate and rank the factors that encourage 

noncompliance on tax obligations among small and medium entrepreneurs in Zaria, 

Kaduna State, Nigeria.  The study employed the survey strategy where by 150 

questionnaires were distributed and 107 returned. The data were descriptively 

analyzed and the findings showed that high tax rate and complex filing procedures 

are the most crucial factors that attributed non-compliance. 

 

Bărbuță-Mişu, (2011) examined factors influencing tax compliance in Romanian, the 

researcher aimed at identifying various factors discussed by other researchers and 

trying to examine their applicability in Romanian. The researcher created a model, 

which was delivered through various variables used by other researchers who studied 

on tax compliance. The model was typically to suit the existing Romanian 

conditions. The study applied factor analysis in analyzing data and the findings from 

the study suggested the main economic determinants towards tax compliance are 

audit probabilities, the level of income, tax benefits, tax rate, panalties and fines. 
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However, in the local context a little has been done on examining economic factors 

towards taxpayers’ voluntary compliance behavior. In addition to the presence of 

these few studies, still the available literatures has discussed more on variables such 

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

quality, poor knowledge on tax system applied, lack of patriotism among taxpayers, 

wrong perception of taxpayers, many taxes, high tax rates and corruption(Ali et al., 

2013; Ali, Fjeldstad, & Sjursen, 2014; Masawa, 2018; Mlay, 2015; Njama, 2013). 

Basically, this calls for the need of conducting this study so as to come out with the 

comprehensive understanding on the influence of those economic factors towards tax 

compliance in Tanzania. Some of these studies are; 

 

Masawa (2018) studies on tax compliance behavior in Tanzania. The study 

investigated various factors such as TRA service quality, taxpayer trust, and fairness 

of tax laws, regulations and public quality. The study employed a quantitative 

approach where the data were collected by distributing questionnaires to 100 to 

entrepreneurs in Dar es Salaam. Factor analysis and multiple regression analysis 

were used to analyze data and the findings showed these factors are positively related 

to tax compliance. Besides, the study found that most of these small and medium 

entrepreneurs are not complying with tax laws and regulations mainly because they 

always fulfil their tax obligations by force, they also report incorrect income and 

delay to submit their tax return. 

 

Mlay (2015) studied on tax compliance behavior by targeting medium taxpayers in 

Tanzania by using a case of TRA Kilimanjaro region. The study used questionnaires 

and interview method to collect data whereby the 79 questionnaires were collected 

for analysis. The collected data were analyzed qualitatively with the aid of ANOVA 

analysis in clearing analysis of data. The finding showed that factors such as poor 

knowledge on tax system, lack of patriotism among taxpayers, wrong perception of 

taxpayers and too many taxes are among of bottlenecks towards tax compliance in 

Kilimanjaro. In addition, some other factors included cumbersome procedure 
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involved in payment of VAT, the effect of customer care desk, corruption by tax 

officers and people selfish behavior.  

 

Stephen, (2014) studied tax evasion in Tanzania by using a case of Temeke 

municipal. The study used the sample size of 70 staff delivered by the use of 

purposive sampling technique. The data were collected through structured 

questionnaires and then analyzed descriptively. The findings showed that lake of 

knowledge to the taxpayer, corruption, high rate of tax are the main reason to evade 

tax. 

 

Njama, (2013) explored the taxpayers and tax official perception on the issues 

associated with tax payment compliance in Dar es Salaam, Tanzania. The study 

employed a survey strategy involving 100 respondents. The data were descriptively 

analyzed and the findings showed that the major factors that influence taxpayer’s 

compliance are corruption, high tax rates, credibility of tax agency and government 

spending. In addition, the study found that tax audit, complexity of tax returns and 

punishment had slight effect to tax compliance in Tanzania. 

 

Ongwamuhana, (2011) studied on tax compliance in Tanzania with the aim of 

analyzing the law and policy affecting voluntary taxpayers compliance. The study 

employed the documentary research design whereby various policy documents were 

collected and reviewed. In addition, legislation, research reports and other relevant 

public information were also used. The data were analyzed qualitatively and the 

findings from the study indicated that the tax reforms and tax laws that are based on 

tax enforcement alone will not lead to high level of compliance. 

 

2.5 Conceptual Framework of the study 

This conceptual framework has been a result of various variables that other studies 

considered in their discussion. Also by connecting these variables to research 

objectives under this study, the following is the conceptual framework that pictured 

out both independent variable and dependent variables.  
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Independent variables 

In this study, independent variables are economic factors such as government 

spending, individual financial position, perception on equity and fairness and the 

probability of being audited. The researcher considered these economic factors 

mainly because of many other studies especially those that were conducted outside 

Tanzania have also considered them.  

Dependent variables 

Taxpayers’ voluntary compliance behavior is the dependent variable under this 

study.  

It has been explored that the tax compliance behaviour is influenced by various 

factors and economic factors is among of those factors (Sritharan & Salawati, 2019). 

The variables under this study do relate following the empirical studies conducted as 

shown in empirical section. The essence of using these variables in this study is 

mainly because of the prevailing contractions on relating economic variables 

(independent variables) and tax compliance (dependent variables). 

 

For example in explaining the relations between government spending and tax 

compliance, the studies conducted by (Barone & Mocetti, 2011; Deyganto, 2018; 

Palil & Mustapha, 2011b; Sritharan & Salawati, 2019) they all do contradict to each 

other. The same occurred to other variables such as individual financial position 

(Sritharan & Salawati, 2019; Wärneryd & Walerud, 1982), perception on equity and 

fairness (Mukasa, 2011; Verboon & Goslinga, 2009) and probability of being audited 

(Palil et al., 2013; Tehulu & Dinberu, 2014). 
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Conceptual Framework 

 

                                                          

 

 

                                                           

 

 

 

 

 

 

 

Source: Researcher’s Own Design (2020) 

 

Following this conceptual framework, the following hypotheses are developed for 

empirical testing: 

H1: There is a positive and significant relationship between perception on 

government spending and individual taxpayers’ voluntary compliance behavior. 

 H2 There is positive and significant relationship between Individual financial 

position and Individual Taxpayers’ Voluntary Compliance Behavior. 

 H3: There is positive and significant relationship between Perception on equity and 

fairness and Individual Taxpayers’ Voluntary Compliance Behavior.  

H4: There is positive and significant relationship between the Probability of being 

audited and Individual Taxpayers’ Voluntary Compliance Behavior.  
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0 Introduction 

According to Saunders et all, (2009) research methodology provides the theory of 

how the research should be undertaken. This chapter explained more on the research 

design, the area of the study, sampling technique and various techniques and 

procedures has been used to obtain data and analyze data. 

 

3.1 Research Design 

Research design is the general plan that provide the guidance on how the research 

questions will be answered, it also provides the road map on how the data will be 

collected and analyzed(Kothari, 2004b). The study employed  a cross - sectional 

survey research design whereby economic factors towards tax compliance were 

examined from the given population at the specific period of time. The reason of 

using cross - sectional research design is mainly because it helps the researcher to 

find out the portrayed accurate profile of persons, events or situations at the 

particular period of time (Saunders et al., 2009). On the other hand, the researcher 

used explanatory research design in order to draw a clear conclusion from the data 

accompanied with the clear view of the relationship between variables under the 

study. 

 

The mixed approach design adopted in this study allowed for the use of both 

quantitative and qualitative approach in collecting and analyzing data. For example, 

quantitative approach has been used in answering questions based on government 

spending, individual financial position, perception on equity and fairness and the 

probability of being audited. This has been achieved by distributing questionnaires to 

the respondents who are the taxpayers in Kinondoni region. On the other hand, the 

research applied the qualitative approach in collecting qualitative data basing on 

those variables under this study from the respondents who are TRA officials in that 

region. In addition to this collection of qualitative data, the respondents who are 
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taxpayer in that region and TRA officials were asked to recommend on what to be 

done to improve the compliance level in that region. 

 

3.2 Area of the Study 

The study were conducted in Dar es Salaam targeting those individuals’ taxpayers 

who are running business in Kinondoni tax region. Following the latest National 

Baseline Survey Report of December 2012, it showed that out of 2,754,697 people 

who are owned and run business in Tanzania 405,902 are in Dar es Salaam which is 

almost 15% of all business owners in Tanzania. This has signified the reason of 

choosing this region mainly because the researcher were able to find those tax payers 

more conveniently. Second, the tax collection in Tanzania is very concentrated with 

revenues from only few sectors and mainly from Dar es Salaam region (World Bank 

Group, 2015). Following this, this research were specifically conducted in Kinondoni 

tax region due to the existence of many individual taxpayers who are running their 

business in the particular area and due to time and financial factors whereby the 

chosen area is more convenient to the researcher because it is in the same district 

where the researcher is working. 

 

3.3 Population, Sampling methods and Sample Size 

3.3.1 Study Population 

The study targeted the individual’s taxpayers who are running their business in 

Kinondoni tax region. The taxpayers who are running various kind of business such 

as manufacturing business, trading business, service provision business and others 

were contacted. The study targeted small and medium individual’s taxpayers who are 

obliged by the law to prepare the audited accounts and those who are not obliged by 

the law to prepare the audited accounts. 

 

3.3.2 Sampling Procedures 

The researcher has to choose the technique that will be used in selecting the items in 

the sample by considering sample size, cost and smaller sampling error (Kothari, 

2004a). In undertaking this study, the researcher used probability sampling 
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procedures and non-probability sampling procedures. The probability sampling 

techniques were followed by conducting the systematically random distribution of 

questionnaires to targeted individual small and medium taxpayers in Kinondoni. On 

the other hand, the study applied the purposive sampling technique to contact some 

of TRA staff at Kinondoni tax region regarding their experiences on the issues 

relating to variables under the study. According to Saunders et al., (2009) purposive 

sampling technique enables the researcher to use judgement to select cases that will 

best answer research questions and meet research objectives.  

 

3.3.3 Sample Size 

The study used the sample size of 100 respondents, which represent the individual 

taxpayers in Kinondoni tax region; this has considered all individual small and 

medium taxpayers. This sample size has been supported by the only latest National 

Baseline Survey Report of December 2012 that showed that in Tanzania there are 

2,754,697 people who own and run micro, small and medium-sized business. By 

using this as the total population of the targeted business owners, the following 

formula were used.  

                                         

                                      n =  

 

n = Sample size 

N = Population 2,754,697 

e = Level of precision (sampling error) 10 percent or 0.1 

n= 2,754,697/1+2,754,697(0.01) 

n =2,754,697/1+27,546.97 

n=2,754,697/27,547.97 

n=99.996 = 100 

The determined sample size is 100 respondents. 

 

N 

1 + N (e2) 
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The main reason of using this level of precision is the large number of population 

and the nature of the population. Due to the budget and time constrain, it is more 

practicable to use such level of precision to arrive at that sample size. 

 

3.4 Data Collection Methods 

Regarding the research questions raised in Chapter I with the main objective of 

finding the impacts of economic factors towards individual taxpayers compliance 

behavior, the researcher used various methods of data collections mainly 

questionnaires, interviews and documentary review. 

 

3.4.1 Questionnaire 

This study used the questionnaire to collect the data regarding the research questions. 

According to Saunders et al., (2009) questionnaire method can be useful tool in data 

collection for studies that applied descriptive and explanatory research design. In 

descriptive research design, the questionnaire may be useful in describing altitude or 

opinion from the particular field and in explanatory research design questionnaire is 

useful in providing the analytical analysis and clear relationship between variables 

under the particular study. In this study both structured and unstructured questions 

were designed relating to all research objectives which are basically aimed to answer 

all questions relating the extent of tax compliance level, government spending, 

individual financial position, perception on equity and fairness and the probability of 

being audited and its influence on individual taxpayers compliance in Tanzania. The 

main reason of using both structured and unstructured questions is to provide the 

room to the respondents to air out their deep understanding on those variables under 

the study.The questionnaires were distributed to the individual taxpayers who are 

conducting and run their business in Kinondon tax region. 

 

3.4.2 Interviews 

The researcher used interview method of data collection specifically to contact the 

tax officials at Kinondoni tax regions who are dealing with the targeted individual 

taxpayers in this region. The idea of using this method is to add up a clear 
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understanding of this phenomenon under the study and hence to be able to provide 

the useful findings of all the data collected from the targeted individual taxpayers. 

The tax officials were required to share some of the experiences relating to the 

perception of these variables which are government spending, individual financial 

position, equity and fairness and the probability of being audited in relating to tax 

compliance under the individual taxpayer’s perspective.  

 

3.4.3 Documentary reviews 

This study used this method of data collection by reviewing different reports 

published concerning tax statistics, tax administration, revenue collection, tax 

compliance and other useful information relating to tax issues in Tanzania. By 

reviewing these documents, the researcher managed to get the depth understanding 

of tax related issues and their implications that will furthermore provide the useful 

understanding of all research objectives under this study. In addition, the study used 

various available articles, government provision, books, dissertations and other 

related documents to examine the influence of these economic factors which are 

government spending, individual financial position, perception on equity and fairness 

and the probability of being audited towards individual’s taxpayer’s compliance 

behavior. 

 

3.5 Measurement of Variables 

The study identified both independent and dependent variables whereas voluntary 

compliance behavior formed the dependent variable and the other four independent 

variables are the perception on government spending, individual financial position, 

perception on equity and fairness and probability of being audited.  The dependent 

variable were measured by using Likert scale through the use of various statements 

that defined the tax compliance. The respondents were required to use a scale from 1 

to 5 whereby 1 on that Likert scale means strongly disagree and 5 means strongly 

agree. In addition to that, an ordinal statement were use to measures the extent of tax 

compliance from very low to very high.  
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In measuring the perceptions on government spending, the study used the Likert 

scale whereby the statements that defined government spending were measured by 

the use of the scale. The respondents were required to scale the particular statement 

from 1 to 5 whereby 1 on that Likert scale means strongly disagree and 5 means 

strongly agree. In examining the relationship between government spending and tax 

compliance, the study use the categorical statement that allows for the respondents to 

answear YES or NO on the particular statement. 

 

In measuring the perceptions on equity and fairness, the study used the Likert scale 

whereby the statements that defined perceptions on equity and fairness were 

measured by the use of the scale. The respondents were required to scale the 

particular statement from 1 to 5 whereby 1 on that Likert scale means strongly 

disagree and 5 means strongly agree. In examining the relationship between 

perceptions on equity and fairness and tax compliance, the study use the categorical 

statement that allows for the respondents to answear YES or NO on the particular 

statement. 

 

In measuring the probability of being audited, the study used the Likert scale 

whereby the statements that defined probability of being audited were measured by 

the use of the scale. The respondents were required to scale the particular statement 

from 1 to 5 whereby 1 on that Likert scale means strongly disagree and 5 means 

strongly agree. In examining the relationship between probability of being audited 

and tax compliance, the study use the categorical statement that allows for the 

respondents to answear YES or NO on the particular statement. 

 

On measuring the individual financial position the unstructured question that allow 

for content analysis while the relationship between financial position and tax 

compliance, the study used  the categorical statement that allows for the respondents 

to answear YES or NO on the particular statement. 
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Basically the  adoption of Likert scale in measuring the same variables has been 

found valid by other previous studies such as (Atawodi & Ojeka, 2012; Bărbuță-

Mişu, 2011; Deyganto, 2018; Palil et al., 2013; Tilahun, 2019). 

 

 

 

 

Table 3.1 Measurement of variables 

Variable name Nature Measurement 

Tax Compliance Dependent Likert Scale                  Ordinal Statement 

1 Strongly Disagree            1 Very High 

2 Disagree                           2 High 

3 Neutral                             3 Moderate 

4 Agree                               4 Low 

5 Strongly Agree                5 Very Low 

Perceptions about 

Government Spending 

Independent Likert Scale                  Categorical statement 

1 Strongly Disagree           1 Yes 

2 Disagree                          2  No 

3 Neutral 

4 Agree 

5 Strongly Agree 

Individual financial position Independent Categorical statement 

    1 Yes 

    2  No 

Perceptions on Equity and 

fairness 

Independent Likert Scale                  Categorical statement 

1 Strongly Disagree           1 Yes 

2 Disagree                          2  No 

3 Neutral 

4 Agree 

5 Strongly Agree 

Probability of being audited Independent Likert Scale                  Categorical statement 

1 Strongly Disagree         1 Yes 

2 Disagree                        2  No 

3 Neutral 

4 Agree 

5 Strongly Agree 

 

3.6 Data Processing and Analysis. 

Generally, the quantitative data relating to the variables adopted in this study which 

are government spending, individual financial position, perception on equity and 

fairness and the probability of being audited were analyzed descriptively and 

presented through charts, tables and frequencies. On the other hand, the relationship 
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between all these variables were analyzed using the correlation analysis and multiple 

regression analysis. The SPSS version 25 software was used to facilitate the analysis. 

For qualitative obtained from the interview source were analysed through the content 

analysis. This was conducted by focusing on interpretation and understanding of 

each respondents concerning the variables under the study.The collected data were 

categorized based on the common themes and concepts and finally the coclusions 

were drawn accordingly. 
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CHAPTER FOUR 

PRESENTATION OF FINDINGS 

4.1 Introduction 

The chapter presents the results of analysis of the objectives of the study. The data 

analyzed were generated from the SMEs and TRA officials in Kinondoni tax region. 

This chapter is divided into two sections. Section one presents the respondents’ 

characteristics and section two presents data findings on the specific questions. 

 

4.2 Respondents and SMEs information  

This section presents the respondent’s information and the information about the 

nature of business, number of employees and the year when the business started.  

 

4.2.1 Age of respondent (years) 

The data for the ages of all respondents were collected and the findings shows that 

the minimum respondents’ age was 23 years and the maximum respondents’ age was 

56 while the mean age for all the respondents were 35 years. Out of 100 respondents, 

70 respondents which is equivalent to 70% their ages are below 40 years while the 30 

respondents which is equivalent to 30% are having ages of above 40 years. 
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Figure 4.1 Age of respondent  

4.2.2 Sex of respondents 

Out of all 100 respondents, 58 respondents equivalent to 58% were male while 42 

respondents equivalent to 42% were female. 

 

 

Figure 4.2. Sex of respondents  

 

4.2.3 Marital status 

Out of 100 respondents, 19 respondents equivalent to 19% were single, 73 

respondents equivalent to 73% were married, 2 respondents who are equivalent to 

2% were divorced while 6 respondents who are equivalent to 6% were widowed. 

 

Table 4.1 Marital status 

 Variable measure Frequency Percent (%) 

Single 19 19% 

Married 73 73% 

Divorced 2 2% 

Widowed 6 6% 

Total 100 100% 

 

58%

42% Male

Female
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4.2.4  Highest education level 

Out of 100 respondents, 2 respondents equivalent to 2% attained a primary 

education, 38 respondents equivalent to 38% attained a secondary education, 25 

respondents equivalent to 25% attained a certificate or diploma education, 27 

respondents equivalent to 27% attained bachelor degree while 8 respondents 

equivalent to 8% attained masters degree or above. 

 

Table 4.2 Education level 

 Variable measure Frequency(n) Percent (%) 

Primary 2 2% 

Secondary 38 38% 

Certificate or Diploma 25 25% 

Bachelor Degree 27 27% 

Master degree or Above 8 8% 

Total 100 100% 

 

4.2.5 Nature of the business 

Out of 100 respondents, 23 respondents (23%) are engaged into manufacturing 

business, 52 respondents (52%) are engaged into service business and 23 respondents 

(23%) are traders while the other 2 respondents(2%) engaged into other business 

activities apart from identified ones.  

 

 

Figure 4.3. Nature of the business  

19%

43%

31%

7%

Manufacturing

Service

Trader

Other
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4.2.6 Years of business 

In assessing the number of years the businesses are in operations, the findings 

presents that, the minimum year where business of these respondents were started 

was 1997 and the maximum year was 2019 while the mean year was 2012. Out of 

100 respondents, 65 respondents (65%) started their business up to 2015. This 

suggests that 65% of all the respondents are having more than 5 years in running 

their business while 35 respondents (35%) started their business in 2016 up to 2019. 

 

Figure 4.4. Years of business operation  

 

4.2.7 Number of employees 

Table 4.3 presents the number of  the individual employees when the business started 

whereby the minimum number of employees was 1 while the maximum number of 

employees was 5. On the other hand, the average number of employees is 

approximately reaching 2 employees. 
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Table 4.3 Number of employees at the start of business 

           n Minimum Maximum Mean Std. Deviation 

Number of permanent 

employees when business 

started 

100 1.00 5.00 1.8500 .78335 

Valid N (listwise) 100     

 

Table 4.4 presents the number of employees at the moment whereby the minimum 

number of employees was 1 while the maximum number of employees was 9. On 

the other hand, the average number of employees is 4 employees. 

 

Table 4.4 Descriptive Statistics for permanent number of employees at moment 

           n Minimum Maximum Mean Std. Deviation 

Number of permanent 

employees at the moment 

100 1.00 9.00 4.1300 1.49514 

Valid N (listwise) 100     

 

4.3 Findings from specific objectives 

4.3.1 Extent of tax compliance 

Table 4.5 presents the combinations of finding that revealed the extent of tax 

compliance in the selected region. Out of all respondents, 27 respondents (27%) 

strongly agreed (SA) that they pay taxes voluntarily without experiencing any public 

coercion, 54 respondents (54%) agreed(A) on the same statement while 19 

respondents (19%) were neutral on the same statement. The overall results on this 

statement revealed that 81% of all the respondents agreed on the same statement. 

 

Out of all respondents, 17 respondents (17%) strongly agreed (SA) that they pay 

taxes liabilities timely, 52 respondents (52%) agreed (A) on the same statement while 

31 respondents (31%) were neutral on the same statement. The overall results on this 

statement revealed that 69% of all the respondents agreed that they pay taxes 

liabilities timely. 
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Out of all respondents, 57 respondents equivalent to 57% strongly agreed(SA) that 

many think it is okay not to pay tax timely, 28 respondents which is equivalent to 

28% agreed(A) on the same statement while 2 respondents equivalent to 2% were 

neutral on the same statement. On the other hand, 5 respondents equivalent to 5% 

strongly disagreed while 8 respondents equivalent to 8% disagreed on the same 

statement. The overall results suggest that 85% of the respondents agreed that many 

people think it is okay not to pay tax timely. 

 

Out of all respondents, 50 respondents equivalent to 50% strongly agreed(SA) that 

many people think it is okay not to pay the correct amount of tax, 47 respondents 

which is equivalent to 47% agreed(A) on the same statement while 3 respondents 

equivalent to 3% were neutral on the same statement. The overall results on this 

statement revealed that 97% of all the respondents agreed that the majority of people 

think that it is okay not to pay the correct amount of tax. 

 

Out of all respondents, 5 respondents (5%) strongly agreed(SA) that many people 

think it is okay not to pay taxes at all, 24 respondents ( 24%) agreed(A) on the same 

statement while 8 respondents equivalent to 8% were neutral on the same statement. 

On the other hand, 51 respondents (51%) strongly disagreed while 12 respondents 

(12%) disagreed on the same statement. The overall results on this statement 

revealed that 63% of all the respondents disagreed that many people think it is okay 

not to pay taxes at all. 
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Table 4.5 Extent of tax compliance 

  

Frequency      

(n) 
SD D N A SA 

Do you pay taxes voluntarily without any public 

coercion           100  

          

-    

        

-    

      

19  

    

54  

        

27  

Do you pay taxes liabilities timely           100  

          

-    

        

-    

      

31  

    

52  

        

17  

Many people think it is okay not to pay tax timely           100  

           

5  

          

8  

        

2  

    

28  

        

57  

Many people think it is okay not to pay the correct 

amount of tax           100  

 

  3 47 50 

Many people think it is okay not to pay taxes at all           100  

   

51 

        

12 

        

8   24  5 

 

Table 4.6 presents the extent of SMEs compliance with tax obligations in this 

selected region. Out of 100 respondents, 9 respondents (9%) argued that the SMEs 

compliance with tax obligations is very high, 24 respondents (24%)  argued that the 

rate is high while 12 respondents (12%) argued that the rate is moderate. On the 

other hand, 22 respondents (22%) argued that the rate is low while 33 respondents 

argued that the rate is very low. 

 

Table 4.6 SMEs compliance with tax obligations 

Variable measure  Frequency(n) Percent (%) 

Very high 9 9% 

High 24 24% 

Moderate 12 12% 

Low 22 22% 

Very low 33 33% 

Total 100   

 

Table 4.7 presents the findings on the personal direct question that aimed to find the 

rate at which the individuals are rating themselves on their level of compliance in 

paying tax obligations in this selected region. Out of 100 respondents, 17 

respondents (17%) argued that their level of compliance is very high, 57 respondents 

(57%) argued that the rate is high while 26 respondents (26%) argued that the rate is 

moderate. On the other hand, there were no any respondent who argued that their 

compliance level is low or very low. 
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Table 4.7 Individual’s level of tax compliance 

Variable measure  Frequency(n) Percent (%) 

Very high 17 17% 

High 57 57% 

Moderate 26 26% 

Low 0 0% 

Very low 0 0% 

Total 100   

 

4.3.2 Perceptions on government spending  

Table 4.8 presents the combinations of findings that revealed the perceptions of 

individual taxpayers towards government spending. Out of all respondents, 25 

respondents who are equivalent to 25% strongly agreed (SA) that a large portion of 

the money collected is used effectively by the government, 44 respondents who are 

equivalent to 44% agreed (A) on the same statement while 8 respondents who 

equivalent to 8% remained neutral on the same statement. On the other hand, 11 

respondents who are equivalent to 11% strongly disagreed (SD) on the same 

statement and 12 respondents who are equivalent to 12% disagreed (D) on the same. 

The overall results on this statement revealed that 69% of all the respondents agreed 

that a large portion of the money collected is used effectively by the government 

while 23% disagreed on the same. 

 

Out of all respondents, 41 respondents who are equivalent to 41% strongly agreed 

(SA) that the collected tax is well spent to provide public service, 25 respondents 

who are equivalent to 25% agreed (A) on the same statement while 10 respondents 

who are equivalent to 10% remained neutral on the same statement. On the other 

hand, 13 respondents who are equivalent to 13% strongly disagreed (SD) on the 

same statement and 11 respondents who are equivalent to 12% disagreed (D) on the 

same. The overall results on this statement revealed that 66% of all the respondents 

agreed that the collected tax is well spent to provide public service while 24% 

disagreed on the same. 
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Out of all respondents, 25 respondents who are equivalent to 25% strongly agreed 

(SA) that the large portion of the money collected is spent on projects that they 

morally approve of, 62 respondents who are equivalent to 62% agreed (A) on the 

same statement while 2 respondents who are equivalent to 2% remained neutral on 

the same statement. On the other hand, 3 respondents equivalent to 3% strongly 

disagreed (SD) on the same statement and 8 respondents who are equivalent to 8% 

disagreed (D) on the same. The overall results on this statement revealed that 87% of 

all the respondents agreed that a large portion of the money collected is spent on 

projects that they morally approve of while 11% disagreed on the same. 

Out of all respondents, 19 respondents who are equivalent to 19% strongly agreed 

(SA) that the a large portion of the money collected is spent on projects that do 

benefit me and the country as a whole, 57 respondents who are equivalent to 57% 

agreed (A) on the same statement while 5 respondents who are equivalent to 5% 

remained neutral on the same statement. On the other hand, 6 respondents who are 

equivalent to 6% strongly disagreed (SD) on the same statement and 12 respondents 

equivalent to 12% disagreed (D) on the same. The overall results on this statement 

revealed that 76% of all the respondents agreed that a large portion of the money 

collected is spent on projects that do benefit me and the country as a whole while 

18% disagreed on the same. 

 

Out of all respondents, 9 respondents who are equivalent to 9% strongly agreed (SA) 

that a significant portion of money collected ends up in the pockets of corrupt 

bureaucrats, politicians or their friends and families, 12 respondents who are 

equivalent to 12% agreed (A) on the same statement while 25 respondents who are 

equivalent to 25% remained neutral on the same statement. On the other hand, 28 

respondents who are equivalent to 28% strongly disagreed (SD) on the same 

statement and 26 respondents who are equivalent to 26% disagreed (D) on the same. 

The overall results on this statement revealed that 21% of all the respondents agreed 

that a significant portion of money collected ends up in the pockets of corrupt 

bureaucrats, politicians or their friends and families while 54% disagreed on the 

same. 
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Table 4.8 Perceptions on government spending 

  

Frequency

(n) 
SD D N A SA 

 A large portion of the money collected is used 

effectively by the government.           100     11    12  

    

8  

  

44    25  

The collected tax is well spent to provide public 

service.           100     13    11  

  

10  

  

25    41  

A large portion of the money collected is spent 

on projects that I morally approve of.           100       3      8  

    

2  

  

62    25  

A large portion of the money collected is spent 

on projects that do benefit me and the country 

as a whole             99  6 12 5 57 19 

A significant portion of money collected ends 

up in the pockets of corrupt bureaucrats, 

politicians or their friends and families           100     28    26  

  

25  

  

12      9  

 

Figure 4.5 presents the findings on the influence of government spending on tax 

payers compliance whereby out of 100 respondents, 81 respondents (81%) agreed 

that their decision of complying with taxes obligations is affected with the 

government spending while 19 respondents equivalent to 19% disagreed.  

 

 

Figure 4.5. Government spending  
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4.3.3 Individual financial position 

Table 4.9 presents the average monthly revenue for the businesses which were 

surveyed in this selected region. The minimum monthly revenue was Tshs 12,000.00 

while the maximum monthly revenue was Tshs 5,000,000.00. On the other hand, the 

average monthly revenue is approximately reaching Tshs 940,000.00. 

 

Table 4.9 Descriptive Statistics for individual monthly revenue 

             n Minimum Maximum Mean Std. Deviation 

Income 95 120000.00 5000000.00 986210.5263 939391.13254 

Valid N (listwise) 95     

 

 

Figure 4.6 presents the findings on the influence of individual financial position on 

tax payers compliance whereby out of 100 respondents, 71 respondents equivalent to 

71% agreed that their decision of compling with taxes obligations is affected with 

their financial position while 29 respondents (29%) disagreed.  

 

 

Figure 4.6. Financial position  
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4.3.4 Perception on equity and fairness 

Table 4.10 presents the combinations of findings that revealed the individual 

taxpayer’s perception on equity and fairness. Out of all respondents, 10 respondents 

equivalent to 10% strongly agreed (SA) that tax system, regulations and laws are fair 

and unbiased, 31 respondents which is equivalent to 31% agreed (A) on the same 

statement while 23 respondents equivalent to 23% were neutral on the same 

statement. On the otherhand, 11 respondents who are equivalent to 11%  strongly 

disagreed (SD) on the same statement and 25 respondents equivalent to 25% 

disagreed (D) on the same. The overall results on this statement revealed that 41% of 

all the respondents agreed that tax system, regulations and laws are fair and unbiased 

while 36% disagreed on the same. 

 

Out of all respondents, 17 respondents equivalent to 17% strongly agreed (SA) that 

the tax distribution and tax burden is fair, 37 respondents which is equivalent to 37% 

agreed (A) on the same statement while 10 respondents equivalent to 10% were 

neutral on the same statement. On the otherhand, 15 respondents equivalent to 15%  

strongly disagreed (SD) on the same statement and 21 respondents equivalent to 21% 

disagreed (D) on the same. The overall results on this statement revealed that 54% of 

all the respondents agreed that tax distribution and tax burden is fair while 36% 

disagreed on the same. 

 

Out of the 100 respondents, 13 respondents equivalent to 13% strongly agreed (SA) 

that tax system in Tanzania provides equal chances for small and medium business, 

57 respondents which is equivalent to 57% agreed (A) on the same statement while 

10 respondents equivalent to 10% were neutral on the same statement. On the 

otherhand, 7 respondents equivalent to 7%  strongly disagreed (SD) on the same 

statement and 13 respondents equivalent to 13% disagreed (D) on the same. The 

overall results on this statement revealed that 70% of all the respondents agreed that 

tax system in Tanzania provides equal chances for small and medium business while 

20% disagreed on the same. 
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Out of all respondents, 17 respondents who are equivalent to 17% strongly agreed 

(SA) that they are paying about the same amount of taxes as others making the same 

income, 26 respondents who are equivalent to 26% agreed (A) on the same statement 

while 18 respondents equivalent to 18% were neutral on the same statement. On the 

otherhand, 6 respondents who are equivalent to 18%  strongly disagreed (SD) on the 

same statement and 21 respondents equivalent to 21% disagreed (D) on the same. 

The overall results on this statement revealed that 43% of all the respondents agreed 

that they are paying about the same amount of taxes as others making the same 

income while 39% disagreed on the same. 

 

Out of all respondents, 11 respondents equivalent to 11% strongly agreed (SA) that 

the tax   system   is appropriate and suitable   with   the   economic condition, 25 

respondents which is equivalent to 25% agreed (A) on the same statement while 20 

respondents equivalent to 20% were neutral on the same statement. On the 

otherhand, 15 respondents equivalent to 15%  strongly disagreed (SD) on the same 

statement and 29 respondents equivalent to 29% disagreed (D) on the same. The 

overall results on this statement revealed that 36% of all the respondents agreed that 

the tax   system   is appropriate and suitable   with   the   economic condition while 

44% disagreed on the same. 

Table 4.10 Perception on equity and fairness 

  

Frequency(n

) 
SD D N A SA 

I believe that tax system, regulations and laws are fair 

and unbiased           100     11     25  

   

23  

  

31  

  

10  

The tax distribution and tax burden is fair.           100     15     21  

   

10  

  

37  

  

17  

Tax system in Tanzania provides equal chances for 

small and medium business.           100       7     13  

   

10  

  

57  

  

13  

 I am paying about the same amount of taxes as others 

making the same income.           100  18 21 18 26 17 

Tax   system   is appropriate   &   suitable   with   the   

economic condition           100     15     29  

   

20  

  

25  

                     

11  

 

Figure 4.7 presents the findings on the influence of tax payers’perception on equity 

and fairness on tax compliance. The respondents were generally asked to respond by 
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using YES or NO response to find out if the  perception on on equity and fairness 

affect their decision in complying with tax obligations. Out of 100 respondents, 67 

respondents 67% agreed that their decision of compling with taxes obligations is 

affected with the perception on equity and fairness of tax rates while 33 respondents 

equivalent to 33% disagreed. 

 

 

 

Figure 4.7. Perception on equity and fairness on tax compliance 

 

4.3.5 Probability of being audited 

Table 4.11 presents the combinations of findings regarding tax compliance and the 

probability of being audited. Out of all respondents, 20 respondents who are 

equivalent to 20% strongly agreed (SA) that it is difficult for the revenue department 

to detect or identify who do not file taxes or who do file taxes lower than the actual 

tax obligation, 25 respondents which is equivalent to 25% agreed (A) on the same 

statement while 10 respondents equivalent to 10% were neutral on the same 

statement. On the otherhand, 14 respondents equivalent to 14%  strongly disagreed 

(SD) on the same statement and 31 respondents equivalent to 31% disagreed (D) on 

the same. The overall results on this statement revealed that 45% of all the 

respondents agreed that it is difficult for the revenue department to detect or identify 

67%

33%

YES
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who do not file taxes or who do file taxes lower than the actual tax obligation while 

45% disagreed on the same. 

 

Out of all respondents, 27 respondents equivalent to 27% strongly agreed (SA) that 

tax receipts are easily forged, 32 respondents which is equivalent to 32% agreed (A) 

on the same statement while 29 respondents equivalent to 29% were neutral on the 

same statement. On the otherhand, 5 respondents equivalent to 5%  strongly 

disagreed (SD) on the same statement and 7 respondents equivalent to 7% disagreed 

(D) on the same. The overall results on this statement revealed that 59% of all the 

respondents agreed that tax receipts are easily forged while 12% disagreed on the 

same. 

 

Out of all respondents, 38 respondents equivalent to 38% strongly agreed (SA) that 

other taxpayers are cheating and are not caught, 36 respondents which is equivalent 

to 36% agreed (A) on the same statement while 10 respondents equivalent to 10% 

were neutral on the same statement. On the otherhand, 7 respondents equivalent to 

7%  strongly disagreed (SD) on the same statement while 9 respondents who are  

equivalent to 9% disagreed (D) on the same. The overall results on this statement 

revealed that 74% of all the respondents agreed that other taxpayers are cheating and 

are not caught while 16% disagreed on the same. 

 

Out of all respondents, 3 respondents who are equivalent to 3% strongly agreed (SA) 

that the penalty charged by the tax authority for those being caught is very low hence 

people tend not to comply  , 7 respondents which is equivalent to 7% agreed (A) on 

the same statement while 15 respondents equivalent to 15% were neutral on the same 

statement. On the otherhand, 36 respondents equivalent to 36%  strongly disagreed 

(SD) on the same statement and 39 respondents equivalent to 39% disagreed (D) on 

the same. The overall results on this statement revealed that 10% of all the 

respondents agreed that the penalty, if caught is very low hence people tend not to 

comply while 75% disagreed on the same. 
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Table 4.11 Probability of being audited 

  
Frequency(n) SD D N A SA 

 It is difficult for the Revenue Department to detect 

or identify who do not file taxes or who do file taxes 

lower than the actual tax obligation.           100  

   

14  

   

31     10  

  

25    20  

Tax receipts are easily forged           100  

     

5  

     

7     29  

  

32    27  

Other taxpayers are cheating and are not caught           100  

     

7  

     

9     10  

  

36    38  

The penalty, if caught very low hence people tend not 

to comply            100  36 39 15 7 3 

4.3.5.1 The rate of being audited 

The respondents were asked whether they have been audited by the tax authority and 

how often has it happened, the findings presented in Table 4.12 revealed that out of 

all respondents, 67 respondents equivalent to 67% they have been audited while 33 

respondents equivalent to 33% they have not been audited. On the other hand 11 

respondents equivalent to 11% were being audited frequently, 26 rspondents 

equivalent to 26% confirmed only to be audited sometimes, 19 respondents 

equivalent to 19% confirmed only to be audited occasionally while 11 respondents 

equivalent to 11% confirmed only to be audited rarely.  

 

Table 4.12: The rate of being audited 

                                    Frequency (n)                                  Percent 

Frequently             11 11% 

Sometimes 26 
26% 

Occasionally 19 
19% 

Rarely                           11 11% 

Never                             33 33% 

Total 100 100% 

 

Figure 4.8 presents the findings on the influence of the probability of being audited 

on tax compliance. The respondents were generally asked to respond by using YES 

or NO response to find out if the probability of being audited affect their decision to 

comply with tax obligations whereby out of 100 respondents, 76 respondents 

equivalent to 76% agreed that their decision of compling with taxes obligations is 
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affected with the perception they have on auditing while 24 respondents equivalent 

to 24% disagreed.  

 

 

Figure 4.8. Probability of being audited  

 

4.4 Correlation analysis 

The correlation analysis is presented in Table 4.13,  which shows that there is a high 

correlation between taxpayer’s voluntary compliance behavior and all four economic 

variables used in this study. The coefficient of correlation is 0.967 which means the 

correlation between voluntary compliance and economic variable such as 

government spending, individual financial position, probability of being audited and 

perception on equity and fairness of tax laws is very high. On the otherhand the 

model presented in Table 4.13 shows the R square  of 0.934 that means the 93.4% of 

variations in dependent variable which is taxpayer’s  compliance bahaviour has been 

explained by all four independent variables under this study while 6.6% can be 

explained by other factors that are not included in this study. 
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Table 4.13 Model Summary of the studyb 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 .967a .934 .931 .33160 

a. Predictors: (Constant), Probability of being audited, Individual financial 

position, Perception on government spending, Perception on equity and fairness 

b. Dependent Variable: Voluntary Compliance Behavior 

4.5 Results of regression analysis 

Table 4.14 presented the significance of that model in predicting the outcomes on 

dependent variable from the independent variables usded in this study. The model 

shows that all four independent variables significantly predict the dependent variable.  

 

Table 4.14: Analysis of Variance 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 148.304 4 37.076 337.177 .000b 

Residual 10.446 95 .110   

Total 158.750 99    

 

 

Table 4.15 shows the coefficient level of each independent variable used in this 

study with the intention of finding their influence on the dependent variable under 

this study. All explanatory variables have positive influence on the dependent 

variable. In assessing their significant level, it has been found that the perception on 

government spending has a high significant influence to individual taxpayers’ 

voluntary compliance behavior followed by probability of being audited, individual 

financial position and lasty perception on equity and fairness on tax laws. 
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Table 4.15 Results of Regression Analysis 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -1.276 .113  -11.258 .000 

Perception on 

government spending 

1.103 .143 .344 7.728 .000 

Individual financial 

position 

.603 .203 .219 2.977 .004 

Perception on equity 

and fairness 

.362 .215 .135 1.682 .096 

Probability of being 

audited 

1.086 .168 .368 6.475 .000 

 

4.6 Findings from TRA officials at Kinondoni tax region 

The researcher managed to contact few staff from TRA kinondon tax region. The 

findings revealed that despite some improvement that has been occurred overrecently 

but still tax compliance is an issue in that selected region. Due to this TRA and 

government in general must put more effort in addressing the particular issue. 

Generally, the extent of tax compliacnce in the that region has some how improved 

though there are still some complications that calls for continual improvement. 

 

In relating to tax compliance and government spending, the respondents in this 

category mentioned that the taxpayers are following each and all projects that 

government is taking, where it directs the funds and all public services that are 

financed by the government. The respondents agreed that somehow the morale for 

taxpayers has been boosted up due to the presence of heavy and sound projects that 

the government is undertaking. These projects are such as standard gauge 

railway(SGR), revamping of Air Tanzania activities, construction of Mwalimu 

Nyerere stiegler's gorge, construction of various roads and improvement in social 

infrastructures such as hospitals and health centres.  
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All this made the taxpayers to have a morale on complying with tax obligations as 

they see and build trust with their government on how it spends the revenue 

collected. A respondent had the following view: 

… Holding other factors constant, being aware with how the government is spending 

the tax revenues has a direct impact on the morale of individual taxpayers to comply 

with their tax obligations. 

 

On the other hand, other staff commented that regardless on how the government is 

spending the tax collected from taxpayers, it is a core responsibility of the individual 

taxpayers to comply with tax laws of the country. These respondents agreed that the 

tax laws  require the taxpayers to comply with the stated tax obligations accordingly. 

 

In relating to individual financial position on taxpayers’ voluntary compliance 

behavior, the respondents commented that many taxpayers who are running their 

own business are failing to comply with what is called a business entity accounting 

principle. This is evidenced through their failure on separating the business 

operations with their normal life spending. Failure to do that make them to fail to 

comply with tax obligations especially when they are falling some other financial 

difficulties apart from those financial difficulties resulted from the business 

operations. In general, it was agreed that somehow having the sound and financially 

stable business made the taxpayers to comply with their tax obligations smoothly 

than those who are experiencing some financial difficulties. A respondent had the 

following view: 

… The only big problem is the business knowledge and the practical ability of 

separating business operations from the normal life spending. 

 

In relating to perception on equity and fairness of tax rate and taxpayers’ voluntary 

compliance behavior, the respondents commented that tax rate established by the 

government of Tanzania are adhered the equity and fairness principles whereby those 

who are earning the same are being the same amount. On top of this, the authority 

administers tax collection in participatory manners whereby the taxpayers are 
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engaged from the starting of the business and the discussion of their tax rates 

accordingly to the level of their business operations. Generally, the respondent 

agreed that it is normal and true that the one will feel comfortable to pay for tax 

obligations knowing that they are paying equally and fairly amount. A respondent 

had the following view: 

… One of the main function of TRA to their clients is to make sure that their clients 

are issued with correct tax assessment as guided by tax laws in the country. 

 

In relating to auditing influences on taxpayer’s voluntary compliance behavior, the 

respondents agreed that many taxpayers especially those who are not complying or 

fulfilling what they are required to do as per tax laws, they always worry when it 

comes to conduction of auditing exercise. The authority has strategized its objectives 

in supporting and management of the compliance among their clients who are 

taxpayers by enhancing the conducive environment that support voluntary tax 

compliance. For those taxpayers who are required by law to keep business records, it 

is a duty of the authority to conduct the tax audits on taxpayer’s records. On the other 

hand, it has reported that there are many taxpayers who are not paying tax at all, 

paying less than what they are required to and untimely. All these together made the 

tax officials to conduct the survey to identify those who are are not complying and 

making sure they are executing their obligations as required by law.  
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CHAPTER FIVE 

DISCUSSIONS OF FINDINGS 

5.1 Introduction 

This chapter provides the clear interpretations and discussion on all findings that 

were revealed from the data presented in chapter Four. The discussions are based on 

the findings related to each research objective under this study. The findings from 

each objective will be discussed on the ground of the theories used in this study and 

the relevant empirical studies. This research was designed to provide answers for the 

following research objectives; to find the extent of tax compliance in the selected tax 

region, to examine the influence that perception on government spending has on 

taxpayers’ voluntary compliance behavior, to examine the influence of the individual 

financial position on taxpayers’ voluntary compliance behavior in Tanzania, 

examining the influence that perception on equity and fairness of tax rate has on 

taxpayers’ voluntary compliance behavior in Tanzania and to find out whether or not 

auditing influences taxpayer’s voluntary compliance behavior in Tanzania. 

 

5.2 The extent of tax compliance in the selected region 

From the study’s findings, the extent of tax compliance in the selected region is low 

to the very low. The practices show that many SMEs are not paying their tax 

liabilities timely, they are also not paying the correct amount of tax and others are 

not paying their tax liabilities at all. The presence state of tax compliance level alerts 

the government and TRA in particular to emphasize on serious continual 

improvement strategies that will help to boost up the compliance level in the country. 

On the other hand, this indicates that there are still a lot of loopholes that TRA and 

the government in general must investigate so as to come out with relevant strategies 

in administrating the tax collection in the country. Despite having the narrow tax 

base for the developing countries such as Tanzania but the same countries are also 

suffering from the low tax compliance level, this magnify the problem of low 

revenue collections from taxations. 
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The findings resulted from this study congruent with the findings from the study 

conducted by Ongwamuhana, (2011) who identified that the level of tax compliance 

is still low in Tanzania and he further emphasized on the improvement in integrity of 

tax authorities, increase transparency and accessibility of tax systems, and 

compacting government corruption. 

 

5.3 Government spending and taxpayers’ voluntary compliance behavior 

This study’s findings shows that majority of the citizens are concerned with how 

their government spends the revenue generated. They usually analyses the 

government spending on the general perspective and the individual perspective. In 

general perspective, the citizens like to know how effectively is the money collected 

used to provide public service, what kind of projects does the government finance 

using the tax revenue collected.  

 

On the individual perspective, the citizens like to know how the money collected is 

spent on projects or provision of public services that have direct benefit to them. In 

addition to that citizens are not happy at all to realize that a large portion of tax 

revenue collected ends up in the pockets of corrupt bureaucrats, politicians or their 

friends and families. All these considerations do affect the legal responsibility of 

taxpayers especially when the government is not wisely spend the tax collections. 

The citizens want to know the value for money for each government spending and 

hence it boosts their morale on complying with tax laws of their country. 

 

In this respect, the present study confirms the findings of Deyganto, (2018), who 

found that taxpayers tend to be more sensitive to how the government spends tax 

revenues. The reaction to tax compliance depends much on how wisely or unwisely 

the government spend the national revenue. On the other hand, Barone and Mocetti, 

(2011) argued that tax morale is expected to be higher where citizens see more 

benefits in return for their tax contributions. 
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5.4 Individual financial position on taxpayers’ voluntary compliance behavior 

The findings of this study shows that SMEs are much affected by the financial 

position of their business in complying with the tax obligations. Despite having the 

sound and viable business progress but still many taxpayers feel like they are not in 

position to meet their financial obligation specifically tax obligations. The magnitude 

of this problem is attributed mainly by lack of financial discipline and failure in 

separating the business activities with their daily life spending lather than specific 

business factors. 

 

In relating to the influence of the financial position of the business on tax 

compliance, the findings from this study has been supported by Sritharan & Salawati, 

(2019) who argued that the people who are experiencing financial challenges and 

who are generally financially poor are more likely to evade tax than those who are 

financially stable. 

 

5.5 Perception on equity and fairness of tax rate and taxpayers’ voluntary 

compliance behavior 

The findings of this study it shows that the perception of taxpayers on equity and 

fairness of tax rate influence tax compliance behavior though not more significant 

than other factors under this study. The public prefer to assess equity and fairness of 

the tax system, regulations and laws if they are fair and unbiased. In addition, the 

more attention is directed towards assessing tax distribution and tax burden tax.  In 

assessing the fairness and equity of tax rate in Tanzania, the SMEs agreed that they 

are paying almost the same amount of taxes as others making the same income and 

furthermore the tax system is appropriate and suitable with the economic condition. 

Following this assessment, one can generalized that the Tanzania’s tax system has 

been accepted and adopted by SMEs and somehow they are comfortable with the 

prevailing tax rate. 

 

In relating to the influence on the perception of taxpayers on equity and fairness of 

the tax rate on tax compliance behaviour, the findings from this study are consistent 
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with those of Mukasa, (2011) who found a positive significant association between 

fairness of the tax system and tax compliance. Besides, Verboon & Goslinga, (2009) 

observed that the fairness in tax compliance affects tax compliance attitudes among 

entrepreneurs.  

 

5.6 Auditing influences on taxpayer’s voluntary compliance behavior 

From the study’s findings it shows that the perception of taxpayers on probability of 

being audited has a significant influences on tax compliance behavior. It has been a 

normal practices that many people are forging tax receipts to maximize profits. This 

tendency grows due to high tax administration cost that the authority incurs when 

trying to investigate those who are forging tax receipts. Following this some of 

taxpayers are finding themselves flock into that habit of cheating as what the others 

are doing. Despite this situation, taxpayers are aware of the consequences of forging 

or not complying with tax laws hence they real worry to be caught by not complying 

with tax laws. Basically, there must be more efforts especially on tax education and 

investment on technology so as to make sure that the tax administration cost is at 

minimal and the level of compliance is high. 

 

By relating the findings of this study on influence probability of being audited on tax 

compliance behaviour, the economic theory of tax compliance stipulates that the 

taxpayer may opt to evade or comply with tax laws in a bid to maximize profit. The 

findings cleary support the argument of the economic theory of tax compliance. The 

majority of respondnents agreed that their decisions towards complying with tax 

obligations is much affected with the probability of being audited. The theory states 

that an increase in the probability of detection and penalty rates is positively 

influencing the increase in tax compliance level and this matches with what has been 

found in this study. In addition, this study’s  findings congruent with what has been 

found by Palil et al., (2013) who argued that the probability of being audited has a 

positively and significant influence on tax compliance behavior. 
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CHAPTER SIX 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

6.1 Introduction 

This chapter presents the summary of the study findings, the conclusions for each 

research objectives, recommendations and suggestions for future empirical research. 

 

6.2 Summary 

The present study aimed at examining economic factors influencing voluntary tax 

compliance behavior among SMEs in Tanzania. In realizing that objective, the study 

was guided with a lines of specific objectives which were aimed to find the extent of 

tax compliance in the selected tax region, to examine the influence that perception on 

government spending has on taxpayers’ voluntary compliance behavior, to examine 

the influence of the individual financial position on taxpayers’ voluntary compliance, 

to examine the influence that perception on equity and fairness of tax rate has on 

taxpayers’ voluntary compliance behavior in Tanzania and to find out whether or not 

auditing influences taxpayer’s voluntary compliance behavior in Tanzania. 

 

The study applied a mixed of descriptive and explanatory research design whereby 

the data were mainly collected by distributing research questions to the sample of 

100 respondents who are the individual taxpayers in the selected Kinondoni region.In 

collecting data, the structured and unstructured questionnaires were used by the the 

researcher to make sure the depth and useful data are collected. On the other hand, 

the researcher used interview method to compliment the data collected through 

questionnaires and the method were used specifically to the TRA officials who are 

working in Kinondoni tax region.  

 

The collected data were both analyzed descriptively through the use of frequencies 

presented in pie charts, tables and histograms. In analyzing the relation on the 

variables used, the study used correlation and multiple regression method. The 

findings revealed that all the economic variables such as perceptions about 
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Government spending, individual financial position, perceptions on equity and 

fairness and probability of being audited were having the positive significant impact 

to the taxpayers’ voluntary compliance behavior.Furthermore, in assessing each 

variables it has been found that the perception on government spending has a high 

significant influence to individual taxpayers’ voluntary compliance behavior 

followed followed by probability of being audited, individual financial position and 

lasty perception on equity and fairness on tax laws. 

 

In addition to that, the findings on the extent of tax compliance in the selected 

indicated that still the rate of tax compliance in the particular region is very low 

whereby the more that 55% of all 100 respondents agreed on that rate of extent. The 

findings on the influence of government spending on tax payers compliance revealed 

that out of 100 respondents, 81 respondents equivalent to 81% agreed that their 

decision of complying with taxes obligations is affected with the government 

spending, 71% agreed that their decision of complying with taxes obligations is 

affected with their financial position, 67% agreed that their decision of complying 

with taxes obligations is affected with the perception on equity and fairness of tax 

rates and 76% agreed that their decision of complying with taxes obligations is 

affected with the perception they have on auditing. 

 

6.3 Conclusion 

Following the examination on the impacts of economic factors towards taxpayers’ 

voluntary compliance behavior in Dar es Salaam – Tanzania, it has been found that 

all the such as perceptions about government spending, individual financial position, 

perceptions on equity and fairness and probability of being audited were having the 

positive significant impact to the taxpayers’ voluntary compliance behavior.  

Firsty, in assessing the extent of tax compliance in the selected region, it has been 

found that still there is low to moderate rate of tax compliance in the said region. 

Basically many taxpayers are not paying taxes liabilities timely and others are not 

paying the correct amount of tax. Knowing that the TRA has been strategizing its 

objectives in making sure that it create and enhance the environment that will 
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improve the tax compliance in the country. Though in making efforts of improving 

the compliance level in the country, the consideration must be adhered on the 

compliance cost involved whereby the compliance cost must also be at minimal 

level. 

 

Secondly, in examining the impact of government spending and taxpayers’ voluntary 

compliance behavior, it has been found that the influence of government spending 

towards taxpayers’ voluntary compliance behavior is of high significant. The public 

is following on how the revenue are collected and how are used and the 

proportionate of government’s spending on public service and projects that are of 

benefit to the country as a whole. It goes further whereby the public assess if the 

revenue collected end up in the pockets of corrupt bureaucrats or politicians. 

Generally the taxpayers in the selected region are proudly with how the fifth 

government phase is spending the collected tax revenue and this boost their morale in 

supporting their country by complying with tax laws. The government must consider 

the fairly distribution of social and physical infrastructures in the country and 

increase the transparent on the government activities from the revenue generated. 

 

Thirdly, in examining the impact of the findings on the influence of individual 

financial position on tax payer’s compliance. It has been found that this economic 

variable has a significant impacts towards the taxpayer’s compliance behavior. The 

main issue of consideration is that a lot of SMEs lack the business education that 

relate to how to manage business and in particular the financial discipline in 

operating that business. This arises due to no break lines between the business life 

and the normal life of the particular taxpayers and this make them to fail to comply 

with the tax obligations while on the ground of their business are still viable and 

stable. 

  

Fourth, in examining the impact of the perception on equity and fairness of tax rate 

and taxpayers’ voluntary compliance behavior, it has been found that tax system, 

regulations and laws are fair and unbiased, tax distribution and tax burden is fairly, 
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tax system provides equal chances for small and medium business in the country and 

it is appropriate and suitable with the economic condition. In addition, many 

respondents agreed that they are paying about the same amount of taxes as others 

making the same income. Basically the TRA service charter stipulates all rights of 

their stakeholders while observing the requirement of tax laws in the country. 

Though the consideration must be put on tax changes that are occurring especially in 

each financial year. The changes must be consider the magnitude impacts of the tax 

changes especially of taxpayer’s perspective. 

 

Fifth, in examining the auditing influences on taxpayer’s voluntary compliance 

behavior, it has been found that the impacts of auditing to the tax compliance is of 

high significant. This calls for the TRA to strategize on the effective administering of 

tax laws so as to manage generating the require tax collections timely. This go in line 

with the making sure that tax knowledge is at significant level and all the 

stakeholders are effectively executing their obligations. 

 

The study used economic theory of tax compliance that taxpayers has the chance of 

choosing either to evade or not to evade tax and also the theory state that the increase 

in the probability of detection and penalty rates has a positive influence on the 

increase in tax compliance level. Basically the theory gives two angles of 

responsibility whereas on one side the government and TRA should make sure that 

they are dealing effectively in creating the good environment that supports the tax 

compliance in the country. On the other hand, the tax payers must be aware that they 

are obliged to comply with the tax laws of the country by not only concerntrating 

with maximizing their profit and minimization of cost. 

 

6.4 Recommendations 

Following the examinitaion on the voluntary taxpayer’s compliance and the 

attribution of economic factors towards compliance level in the country. Findings 

from this study gives out the relevant recommendations to work on. These 

recommendations are more relevant to all stakeholders such as individual taxpayers, 
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government, judiciary,tax consultants, clearing and forwarding agents,financial 

Institutions, private sector institutions and the general public in general. The 

followings are some of the recommendations. 

 

The government should spend the revenue collected in provision of public services 

or on the other projects that are of benefits to the general public. This should go in 

line with equal distribution of those social and physical infrastructures towards all 

regions in the country.The government and the TRA authority should create the 

envrinment that enhcance the tax compliance in the country and also provide the 

conducive environment that supports tax compliance. This should go in line with the 

use of creative non – auditing approaches that will create the participatory altitude of 

all stakeholders towards complying with their tax obligations as obliged by the tax 

laws in the country.  

 

Facilitating the provision of tax education to all the stakeholders in the country, the 

TRA and the government in large should facilitate the provision of the required tax 

education to allthe taxpayers, the kind of education should be sectorial tail made so 

as to provide the relevant tax knowledge to each group of stakeholders. This should 

go in line with the communication of all tax changes that are happening in the 

country.  

 

The taxpayers especially SMEs should be provided with business management skills 

and the financial management skills so as to manage their operation in soundly 

commercial priinciples. This should go in line coordinating the releveant education 

providers with the tailer made programs at low cost that will enable even there small 

traders to acquire the relevant and useful knowledge in running their businsees. 

 

6.5 Areas for further study 

This study was conducted on the examining the impacts of economic factors towards 

taxpayers’ voluntary compliance behavior in Dar es Salaam – Tanzania by 

concentrating on four economic variables which are government spending, individual 
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financial position, perceptions on equity and fairness and probability of being 

audited. Following this assessment it was identified that the government spending 

and probability of being audited were ranked at the top in the influence towards the 

taxpayers’ voluntary compliance. 

 

In regards this, this study propose for the furtherstudies to be conducted on 

individual economic factors such as government spending or the probability to be 

audited. Basic on that, the studies should be carried on to include more countries 

especially in East Africa for the easly comparison within the region. This will also 

assist to fill the literature gap of the lack of the available local lietratures on the 

issues of economic factors and tax compliance. 
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APPENDIXES 

Appendix I : Questionnaires for SMEs taxpayers in Kinondoni 

Dear Respondent 

This Research study is being carried out to assess economic factors influencing 

taxpayers’ voluntary compliance behavior in Dar es Salaam,Tanzania. The researcher 

is a student of Mzumbe University Dar es Salaam Campus who is doing this research 

as a requirement for partial fulfillment of award of Master of Business 

Administration in Corporate Management (MBA – CM). 

Please tick where is appropriate 

 

Part A: Demographic Information 

1. Age of respondents (years): …………………… 

      

2. Sex of respondent: 

(a) Male                       (b) Female 

3. Marital Status  

       a) Single       b) Married        c) Divorced        d) Widowed 

4. Highest Education Level 

a) Primary                                       ( ) 

b) Secondary                                   ( ) 

c) Certificate or Diploma                ( )  

d) Bachelor Degree                  ( )     

e) Masters or Above      ( )     

5 What is the nature of your business? 

a) Manufacturing               ( )     

b) Service               ( ) 

c) Trader                            ( )     
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d) Other, please specify ………………………………………………….. 

6. In which year did your business started its operations. …………….. 

 

7. Number of permanent employees when the business started it operation: ………. 

 

8. Number of permanent employees at the moment: …………………………. 

 

 

Part B: Tax Compliance Behavior among SMEs 

Extent of tax compliance 

9. On a scale of 1 to 5 (Where 1 means strongly disagree and 5 means strongly 

agree), please indicate the extent to which you agree with each of the following 

statements: 

 

10. To what extent do you think SMEs (owners) comply with tax obligations in this 

region 

    a) Very High            b) High             c) Moderate             d) Low           e)Very Low 

 

11. How would you rate your own level of tax compliance? 

 1 2 3  4 5  

Do you pay taxes voluntarily without experiencing any 

public coercion 

     

Do you pay taxes liabilities timely      

Many people think it is okay not to pay tax timely.      

Many people think it is okay not to pay the correct 

amount of tax. 

     

Many people think it is okay not to pay taxes at all.      
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     a) Very High            b) High             c) Moderate             d) Low           e)Very 

Low 

 

Perceptions on Government Spending. 

11. On a scale of 1 to 5 (Where 1 means strongly disagree and 5 means strongly 

agree), please indicate the extent to which you agree with each of the following 

statements: 

 

12. Is your perception on government spending affect your decision to comply with 

tax obligations? 

(a) YES              (b)   NO 

 

Individual financial position. 

13. (a) What is the average revenue generated per month in your business? 

……………………………………………………………………………………… 

 1 2 3  4 5  

A large portion of the money collected is used 

effectively by the government. 

     

The collected tax is well spent to provide public 

service. 

     

A large portion of money collected is spent on projects 

that I morally approve of. 

     

A large portion of money collected is spent on projects 

that do benefit me and the country as a whole 

     

A significant portion of money collected ends up in 

the pockets of corrupt bureaucrats, politicians or their 

friends and families 
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(b) Is your financial position affect your decision to comply with tax obligations? 

(a) YES              (b)   NO 

Perception on equity and fairness. 

  14. On a scale of 1 to 5 (Where 1 means strongly disagree and 5 means strongly 

agree), please express the extent to which you agree with each of the following 

statements: 

 

15. Is your perception of equity and fairness affect your decision to comply with tax 

obligations 

(b) YES              (b)   NO 

Probability of being audited. 

16. On a scale of 1 to 5 (Where 1 means strongly disagree and 5 means strongly 

agree), please express the extent to which you agree with the following statement: 

 1 2 3  4 5  

I believe that tax system, regulations and laws are fair 

and unbiased 

     

The tax distribution and tax burden is fair.      

Tax system in Tanzania provides equal chances for small 

and medium business. 

     

I am paying about the same amount of taxes as others 

making the same income. 

     

Tax   system   is appropriate   &   suitable   with   the   

economic condition 
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17. Have you been audited? 

(a) YES              (b)   NO 

18. If yes, how many often have you been audited? 

a) Frequently               ( ) 

b) Sometimes               ( ) 

c) Occasionally               ( ) 

d) Rarely                           (        ) 

e) Never                            (        ) 

19. Is the probability of being audited affect your decision to comply with tax 

obligations 

(b) YES              (b)   NO 

Part C 

20. In your opinion, what should be done to improve tax compliance among SMEs? 

…………………………………………………………………………………………

…………………………………………………………………………………………

…………………………………………………………………………………………. 

                              

                             Thank You for Your Time and Cooperation 

 1 2 3  4 5  

It is difficult for the Revenue Department to detect or 

identify who do not file taxes or who do file taxes lower 

than the actual tax obligation. 

     

Tax receipts are easily forged      

Other taxpayers are cheating and are not caught      

The penalty, if caught very low hence people tend not to 

comply  

     


