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ABSTRACT

The study aimed at investigating revenue collection strategies in Local Government

Authorities, to assess revenue collection strategies used in Temeke Municipal

Council and to investigate the reason why some strategies of collecting revenue fail

by using Temeke Municipal Council as a case study.

Based on the objective and research questions, the research instruments such as

questionnaires and review of various documents were used to get information that

addresses the issues under study. Also, the study involved a sample of 100

respondents, where the sampling techniques used was non probability sampling. The

purposive and convenient sampling was used to get respondents from the study

population. The data collection methods include questionnaires and review of various

documents.

The collected data were coded, analyzed and presented in chapter four; then were

later discussed in chapter five of this report. Excel was used to analyze these data

from the field. Therefore, the study found that, there two revenue collection

strategies in Temeke Municipal Council, that is, revenue collecting agents and

council revenue collectors. 51% of respondents favored use of revenue agents, while

46% favored use of revenue collecting agents (outsourcing) and 3% were not certain

which strategy should be used by Temeke Municipal Council. It was also revealed

that, both strategies are doing well although they have some challenges which

include corruption, tax evasion, tax exemption, and poor feasibility of revenue

sources before outsourcing them to agents.

Finally, the study concluded that, the council should continue using both revenue

collecting strategies, however, the council should make sure that, all weakness are

dealt out to make the sources deliver more revenue to the council.
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CHAPTER ONE

BACKGROUND TO THE STUDY

1.1 Introduction

This chapter provides the general introduction of the research. The chapter presents

the background to the study, the profile of the study area, the statement of problem,

objectives of the study, research questions, and significance of the study as well as

the theoretical frame adopted by this study.

1.2 Background to the Study

The Local Government Finance Act No 9 of 1982 empowers the Local Government

Authorities (LGA’s) to collect revenue from various sources and ensuring proper

utilization of such revenue, in fulfilling the functions and powers conferred by the

Act No 8 of 1982. This means that LGA’s are required to collect revenue from

sources as stipulated in the Act. For the past twenty six years after the introduction of

the LGA’s, they have been collecting revenue from various sources but none of them

has ever collected adequate revenues to finance its activities for 100 percent of the

total budget requirements.

The ability of local government to provide services depends so much on the level of

revenue collected. If revenues are not collected effectively the implication is that

people would be deprived off their rights of getting services such as health, water,

education, agriculture, infrastructures and so on. A major administrative problem for

most council in Tanzania is their incapability of collecting revenues effectively. In

most council there are huge gaps between reported and projected revenues. Local

Governments’ own source revenues represented less than 6% of total revenues in

Tanzania in 2002 (Fjeldstad: 2003).

The LGRP (Local Government Reform Programmer) has done a lot to improve the

financial management in local authorities with the purpose of empowering the

LGA’s to manage and control their financial management. The issue of outsourcing
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revenue was introduced in local authorities with the aim of improving revenue

collection, however, in some area there some success but in other area there is

inadequate collection of revenue.

This study intended to examine and find out the factors lead to the failures of revenue

collection strategies in Local Government Authorities; using Temeke Municipal

Council as a case study. The study also helped Temeke Municipal Council to know

which strategies are worthwhile to be undertaken towards improving revenue

collection hence to be in a good position of allocating and delivering services to the

people efficiently and effectively

1.3 The Profile of the Study Area

1.3.1 Location

Temeke Municipal Council is one of the three Municipalities within the Dar es

Salaam City; the others are Ilala and Kinondoni. It is the largest in size compared to

Ilala and Kinondoni Municipalities. It covers an area of 656km² with a coastal line of

70km length. Temeke Municipal Council is located in the south of Dar es Salaam

City, borders Coast Region in the South, Ilala Municipality in the north and west

while in the east it stretches by the coastal line of the Indian Ocean.

1.3.2 The Ecological Characteristics

Temeke Municipal Council is divided into three ecological zones:-

(i). The northern upland zone of Mtoni Kijichi escarpment, Keko, Temeke, Mtoni

and Tandika.

(ii). The central zone of Mbagala, Chamazi, Yombo Dovya, Kongowe plateau and

Kigamboni.

(iii). Southern low land parts of Kisarawe II, Amani Gomvu, Kimbiji and Chekeni

Mwasonga.

Most of the area is covered by sandy soil. The main natural vegetation is Coastal

shrubs, Miombo woodland, Coastal swamps and mangrove trees.
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1.3.3 Climate

Temeke Municipal Council lies in the Tropical coastal belt of Tanzania, it is

therefore influenced by two major climatic seasons, namely rainfall and temperate

seasons. Rainfall pattern is that of bimodal type with erratic conventional rains. The

monsoon rains occurring almost throughout the Municipality between December and

February, while the long heavy rains occur in the period from March to June. The

amount of rainfall received ranges from 800 – 1200mm per annum. Temperature just

like rainfall is also influenced by ocean currents. High temperature prevails

throughout the year ranging from 250c during the period of June to August up to

350c in the period of January to March.

1.3.4 Population

According to 2002 population and Housing census; there were 768,451 inhabitants

with a total of 187,609 households; of whom 387,364 were males and 381,087

females with an estimated growth rate of 4.6% per year.  The current population

(2012) is estimated to be 1,151,865 of whom 580,637 are males and 571,228 are

females.

1.4 Administrative Structure

Administratively, Temeke Municipal Council is divided into 3 divisions namely;

Chan’gombe, Mbagala and Kigamboni. The divisions are further divided into 30

wards; which are also divided into 180 Mitaa.

1.4.1 Function of the Council

Temeke Municipal Council was established on 10th November 1999 under the Local

Government (Urban Authorities) Act 1982 No. 8 section 8 and 9.  The functions

stipulated under section 54 (1) of the Act are:

(i). To maintain and facilitate the maintenance of peace, order and good

governance within its area of jurisdiction.

(ii). To promote the social welfare and economic well being of all persons within

its area of jurisdiction.
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(iii). Subject to the national Policy and plans for rural and Urban development to

further the Social and economic development of its area of jurisdiction;

(iv). To take necessary measures to protect and enhance the environment in order

to promote sustainable development;

(v). To give effect to the meaningful decentralization in political, financial and

administrative matters relating to the functions, powers, responsibilities and

services of all levels of local government authorities.

(vi). To promote and ensure democratic participation in, and control of decision

making by people concerned and

(vii). To establish and maintain reliable source of revenue and other resources

enabling local government authorities to perform other functions effectively

and enhance financial accountability of local government authorities, their

members and employees.

1.4.2 Mission, Vision, and Objectives

Reflecting the current situation of both programme management and service delivery

and simultaneous abiding to compliance of Temeke Municipal Council mandate and

functions, it was therefore necessary to revise the past institutional vision and

mission statement which called for deriving broad objectives and SMART targets.

Tentative activities (through the process of developing MTEF) and performance

indicators were as well revised to support implementation of Five year development

plan

The overall long term development goal of the people of Temeke Municipality is

embedded on National Policies and guideline National Development Vision 2025,

The National Strategy for Growth and Reduction of Poverty (NSGRP) MKUKUTA,

MILLENIUM DEVELOPMENT GOALS (MDG) and Medium Term Plan, Planning

and Budget guidelines.

Vision Statement

Temeke Municipal Council to have a well developed population with better

livelihood
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Mission Statement

Temeke Municipal Council is committed to provide sustainable quality socio-

economic services to its population through good governance and effective use of

resources at all levels

1.5 Social Services Delivery

1.5.1 Education

Temeke Municipal Council in collaboration with other education stakeholders is

committed at providing high quality education services,   ranging from pre-primary

education, Primary Education, Secondary Education, Vocational Training and Adult

Education.

1.5.2 Primary School Education

There are 132 primary schools in Temeke Municipal Council with 1,708 streams and

the total number of 173,680 Pupils.  Out of these pupils 84,965 are boys and 88,715

are girls.  The government schools are 109 while private schools are 23.   The

number of pupils in government schools is 165,799 of which 81,277 are boys and

84,522 are girls.  The 23 private schools have 7,881 Pupils of whom 3,688 are boys

and 4,193 are girls.

There has been an increase in the number of enrollment as shown in the table below:

1.5.3 Secondary School Education

Temeke Municipal Council had 80 Secondary schools out of which, 40 were

government owned and 40 were privately owned.

Due to the increasing number of pupils who complete primary education and its

subsequent raise number of pupils who pass the standard VII examinations, the

demand of secondary school education has gone up in the Municipality.
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The number of pupils in Government Secondary schools is 47,077 where by boys are

24,729 and girls 22,348 the private Secondary school the number of students is

15,525 where by boy are 8.170 and girls 7,355.  The total number of students in all

Secondary schools is 62,602 where by boys are 32,908 and girls are 29,694.  There

are 1,190 teachers in government schools there by male are 510 and females 680.

1.6 Infrastructure

The road network extends as far as 1,046.3 km. The network includes tarmac roads,

which covers 169.3km, gravel/earth roads covers 554.7km. The council is

responsible for the operation and management of 787.3km (75.2%). The other 259

km (24.8%) are managed by Tanzania Roads Agency (TANROADS).

1.7 Tourist Attractions

Temeke Municipal Council has great potentials in tourists’ attraction although much

of its potential is not well developed.  The majority of the hotels are located in the

City center of Dar es Salaam.

However in recent years, a many of tourists hotels facilities have been established in

the coastal area of Temeke Municipality, this is due to beautiful and attractive white

sand beaches. There are also some other interesting geological and historical sites

such as Kimbiji, Mbwamaji, Pemba mnazi and Gezaulole. Currently, Temeke

Municipal Council is inviting various stakeholders to invest in different tourist areas

like Dar es Salaam zoo in Kisarawe II ward and Funcity in Toangoma ward

1.8 Investment Opportunities in Temeke Municipal Council

1.8.1 Mining

There are four main extraction activities in the Municipality. Salt production,

Quarrying targeting other material other than sand especially Coral, for construction,

Coral extraction from the sea is one of the most destructive activities in the coastal

area. Live and dead coral are extracted using pick axes, crow bars and other

implements.
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Sand extraction is carried out in quaternary sand deposits and in several rivers and

streambeds and around built-up areas in the Municipality. These areas include: -

Vijibweni and Charambe, Mbagala and Yombo Vituka - which are formal and the

informal areas include Yombo, Kizinga and Mzinga rivers and their tributaries.

1.8.2 Tourism

Tourism in Temeke Municipal had great potentials; it was emerging although much

of its potential sites were under-developed. The majority of the hotels were located

in Dar es Salaam City centre.

However in recent years a number of hotels and motel facilities are growing in the

coastal area of Temeke Municipality due to white sand beaches attraction. Kimbiji,

Mbwamaji and Gezaulole are geological sites and historical centers.

1.9 Trade, Industries and Manufacturing

1.9.1 Trade

It encompasses wholesale, sub wholesale, retail trade, hotels, guesthouses and

financial institutions and related activities.  Few private firms conduct wholesale

activities and retail trade activities related to agricultural produce. Several local

enterprises are carrying o ut manufacturing of consumer goods. Through this sector,

a variety of goods are produced and supplied to municipal inhabitants. The trading

sector is contributing tremendously towards enhancing the economic growth of the

municipality as it employs about 49% of its residents.

1.9.2 Industry

There are nearly 40 major industries that are clustered in Chang’ombe Industrial

Area which is situated in the northern part of the Municipality, while over 158

medium scale industries are located in Mbagala, Kurasini and other are due to be

established in the newly designated industrial area at Vijibweni.

Manufacturing and processing industries are dominant in Chang’ombe, Mbagala and

Vijibweni.
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Service industries which include garages and warehouses are situated in Kurasini and

along the Mandela highway and part of Kilwa road. Wood products such as furniture

making and manufacturing industries are concentrated in Keko Magurumbasi and

Temeke Yombo.

1.9.3 Markets

For the time being there 17 formal markets with the capacity of 4500 small traders.

However is only Temeke Stereo market which is in good standard as a market while

others are just like “magenge”

Markets operating informally informally includes; Yombo Limboka, Bulyanga,

Mbagala Mangaya, Mbagala Nyoka, Yombo Machimbo, Kongowe, Mtoni Buba and

Magala Kimicho

1.10 Statement of the Problem

The role of local owned revenues had been very small for a long period of time. In

the past, almost ninety percent of total district’s revenue came from central

government transfers and subsidies. Normally organizations differ from the problems

accounted in their Revenue Collection activities. The Temeke Municipal Council like

other organization has the problem in its Revenue Collection activities among them

include; poor administrative capacity to assess the revenue base and enforce the

taxes;  explicit and intentional tax evasion and resistance from taxpayers; corruption,

includingg embezzlement of revenues; external pressure on the local finance

department to provide optimistic projections; political pressure on the local tax

administration to relay on revenue collection, inefficiency performance in revenue

collection department due to lack of written financial regulations and procedures,

poor  revenue collection control, shortage of skilled personnel, lack of back-up

procedures to modern in use and insufficient facilities for revenue collection

purposes, poor motivation of revenue collectors and lack of job training to the staff .

In this setting, fundamental issues to be addressed in the context of local government

fiscal reforms are to redesign the current revenue structure and to strengthen

financial management.
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Moreover, measures are required to enhance taxpayers’ compliance and to improve

the accountability of tax collectors and councillors. Moreover the mentioned factors

above lead to be the real cause of problems and barrier in efficiency and

effectiveness of revenue collection in Local Government Authorities (Fjeldstad,

2004). Thus, this study aims at investigating revenue collection strategies at Temeke

Municipal Council and their challenges.

1.11 Objective of the Study

1.11.1 General Objective

The general objective of this study was to investigate the success or challenges of

revenue collection strategies in Local Government Authorities.

1.11.2 Specific Objectives

The study was guided by the following specific objectives;

(i). To assess revenue collection strategies used in Temeke Municipal Council

(ii). To investigate if there are any revenue collection strategies which have

proved failure in collecting revenues in Temeke Municipal Council

(iii). To investigate the reason why some strategies of collecting revenue fail.

1.12 Research Questions

This study aimed to answer the following questions:

(i). What are the revenue collection strategies used at Temeke Municipal

Council?

(ii). Are there any revenue collection strategies which have proved failure in

collecting revenues in Temeke Municipal Council?

(iii). What are the factors led to the failure of some strategies of collecting

revenue?



10

1.13 Justification of the Study.

The study would add value and knowledge to the society in the following

significance:-

(i). Firstly, the study established the strategies used towards collecting revenue in

local authorities.

(ii). Secondly, the study helped to know which strategies generate more revenues

in local authorities; and which ones have proved failures.

(iii). Thirdly, the study would be used as empirical literature review with scholars

interested in this field under the study.

(iv). Lastly, the study served as a pre requisite for graduate student at Mzumbe

University.

1.14 Limitation of the Study

The study was conducted at Temeke Municipal Council; the following are some

limitation the researcher did encounter during the study:

(i). The revenue collection agents were not willing to give information which

they thought to be confidential;

(ii). Time constraints was also a problem;

(iii). The fund to support the study was a problem.

1.15 Summary

The chapter has covered the general background of the problem, the objectives and

importance of the research to be studied. It has briefly explained strategies used

towards collecting revenue in local authorities. The next chapter will concentrate on

literature review as far as revenue collection in local authorities is concern.



11

CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

The objective of this chapter is to present a theoretical framework and relevant

empirical findings related to the current study. It further expresses the conceptual

framework, mathematical equation variables and the relationships between the

equation variables.

2.2 Definitions of Terms

2.2.1 Own Source Revenues

Indicates a revenue source over which a sub national government (LGA) has

substantive control. Economists consider this to mean a tax for which (a) the

collections flow to the local level and (b) over which local government jurisdictions

have control over the marginal tax rate, either through policy discretion or through

direction over its collection (Boex  and Vazquez : 2006).

2.2.2 Nuisance Tax

A low yielding tax for which the collection costs exceed the revenue yield of a tax.

Examples of typical nuisance taxes include taxes of shoe repairs, dry cleaning, and

parking (LGPR, 2001).

2.2.3 Piggy-Back Tax (little)

A tax that is legislated and collected by the central government as a surtax

(additional) on a central government tax, while local government are allowed to set

the rate for the surtax and receive the proceeds from the sub national surtax on a

derivation basis  (LGRP, 2001).
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2.2.4 Progressive Taxes

A tax for which the liability as a percentage of taxpayer’s income or wealth increases

with the level of income or wealth (LGRP, 2001)

2.2.5 Property Taxes

A type of tax for which the liability of the tax stems from ownership of assets.

Usually the taxable assets are limited to “real property” which includes land,

buildings, structures, and other improvements that are constructed on or in the land,

or placed upon a foundation (LGRP, 2001)

2.2.6 Proportional Taxes

A tax that has the same liability as a percentage of taxpayer’s income or wealth

regardless of the level of income or wealth (LGRP, 2001).

2.2.7 Regressive Taxes

A tax that requires lower-income taxpayers to pay a greater percentage of their

income in tax than upper-income taxpayers (LGRP,2001).

2.2.8 Restrictive (Closed List) Approach to Sub National Taxes

An approach to revenue assignment that allows local governments to utilize only

those revenue sources that are explicitly authorized by the national government

(Ibid).

2.2.9 Revenue Adequacy

The principle that a good revenue source should generate an adequate amount of

revenue (LGRP, 2001).  What is considered to be adequate amount is the level of

expenditure in a given period.

2.2.10 Revenue Assignment

A comprehensive definition of a revenue assignment considers which government

level (1) legislates each tax; (2) defines the tax base (and exemptions); (3) determines
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the tax rate; (4) collects/administer the tax; and (5) receives the revenues from the tax

(Ibid).

2.2.11 Revenue Autonomy

The extent of control that sub national governments are able to exercise over the

sources of their revenue.

Revenue autonomy is determined by the local governments’ discretion to determine

taxable bases, determine rates, introduce the tax, or any combination of these three

(Ibid).

2.2.12 Revenue Decentralization

The degree to which control over revenue is decentralized to sub national

governments.  Typically measured as the ratio of sub national revenues and total

national revenues (Ibid).

2.2.13 Revenue Performance

The degrees of effort with which a sub national government pursues revenue

collections, given the revenue instruments and tax bases that are available to it.

Typically measured as the ratio of collections to the underlying tax base (Ibid).

2.2.14 Rate

A local tax, not to be confused with the tax rate (Ibid).

2.2.15 Revenue Sharing

Transfer of revenues generated at one level of government to finance a portion of

expenditures carried out by another level of government (Ibid).

2.2.16 Revenue Yield

The amount of money generated by the application of a tax rate or set of rates to a

tax base (Ibid).
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2.2.17 Tax

An involuntary payment to a government (by households and business firms) that

does not involve a quid pro quo (Latin: “this for that”) benefit.  Common categories

of taxes include income taxes, consumption taxes, property taxes and transaction

taxes (PMO,1997)

2.2.18 Tax Base

Collective value of assets and activities that are subject to a tax (PMO, 1997).

2.2.19 Tax Coverage

The share of the potential taxpayers in a universe that are covered by a tax

instrument.  For instance, x % of employees in Tanzania are subject to the PAYE

(PMO, 1997).

2.2.20 Tax Rate

The ratio, scale, or standard at which a tax liability is determined in relation to the

tax base (PMO, 1997).

2.2.21 Cess

An assessment, tax or levy collected by local authorities for local purposes. Also

used to refer to a tax levied on a specific object (PMO, 1997).

2.2.22 Compliance

The degree to which taxpayers comply with tax laws and regulations. Often

measured as a ratio of tax receipts to assessed tax liabilities (PMO, 1997).

2.2.23 Compliance Costs

The cost incurred by taxpayers in order to comply with tax laws and regulations.

Compliance costs include actual costs (i.e., the cost of a tax preparer) as well as the

time costs for preparing a tax return (PMO, 1997).
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2.2.24 Equity

The principle that a tax system should be designed so as to be fair (Price Waterhouse,

19980).

2.2.25 Evasion

Tax evasion encompasses illegal actions that taxpayers take in order to reduce their

tax burden (Bukurura, 1991).

2.2.26 Fiscal Capacity

Fiscal capacity reflects the ability of a jurisdiction to raise revenue for public

spending.

This capacity is determined both by the level of economic activity within the

boundaries of the jurisdiction and the government’s ability to translate this economic

activity into public revenues.  The ability to transform the economic base into public

revenues is determined with legally available taxing powers (such as authority to tap

particular taxable bases or to set tax rates) and tax administration capacity

(PriceWaterhouse, 1990).

2.2.27 Free-Rider

A situation in which someone benefits from a good or service without contributing to

cost of providing of that good or service. Free-riding can become a problem when a

good or service is non-excludable (Bukurura, 1991).

2.2.28 Levy

The imposition or collection of an assessment. The term levy is frequently used to

refer to a tax levied on a specific object, or to a revenue source collected for a

specific purpose (Ibid).

2.2.29 Market Fees

A type of user fee, typically paid by the seller of goods in order to sell his or her

wares at a public market (Richards, 1983).
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2.3 Review of Supporting Theories

2.3.1 Theories of Accounting Function

The basic accounting theories are the basis and fundamental ideas, or assumptions,

underlying the practice of financial accounting. These theories are a set of broad

rules for all accounting activities and were developed over time by accounting

professionals. The accounting profession has evolved and developed these basic

concepts (theories) to standardize the way in which companies perform financial

accounting in LGAs

According to Dennis and Kozack, (2001) in Credit and Collection Manager's

Manual, the following comprise some of the most important basic accounting

theories and principles.

The Going Concern Concept: Financial statements are prepared based on an

assumption that the company is a "going concern" meaning it is likely to remain in

business.

Historical Cost Basis: Most non assets are recorded at their historical cost less

accumulated depreciation. As a result, the value of an asset recorded on the balance

sheet may have little in common with the market value of that asset.

Consistency: This concept states that once a company chooses an accounting

method, this method should be applied consistently over all future accounting

periods. The accounting method can be changed if there is a valid business reason.

2.3.2 An Assessment of the Current Local Government Revenue System

According to Boex and Vazquez (2006) the following features combine to form a

god local revenue instrument. These factors include adequate revenue yield and

buoyancy, horizontal equity, adherence to the benefit principle and correspondence,

adherence to the ability-to-pay principle, easy administration and compliance,

economic efficiency, and political acceptability.
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Boex and Vazquez noted that there are three basic shortcomings associated with the

current revenue assignment and local taxation in Tanzania. First, there are a number

of significant shortcomings in the overall structure of the local government revenue

system.

Second, there are problems specific to each of the revenue instruments assigned to

the local government level. Third, there are a number of problems with the manner in

which local taxes are administered in Tanzania.

2.3.3 System Shortcomings of the Local Government Revenues System

According to Boex and Vazquez (2006) noted that in 2003 the government made

“rationalization” of local government revenues where the development levy and

several other nuisance taxes were abolished; resulting in 40 per cent decline in local

revenues they further noted that the system of local government revenues continues

to be perceived highly inefficient.

They argued that, the unresolved shortcomings of the system continue to necessitate

a significant transformation of the local revenue system, a reform that should take

place in the context of the broader local government finance system.

This realization was an important impetus in 2004 for the ministry of Finance and

PO-RALG to engage in a comprehensive review of the policy framework

underpinning the structure of the financing of local government in Tanzania,

including the local revenue structure. This comprehensive identified a number of

shortcomings in the current assignment of revenue sources to the local level in

Tanzania (Price Waterhouse, 1980)

2.3.4 LGA Are Mostly Assigned Low-Yielding Taxes

Tanzania’s central government has reserved itself the most important and elastic tax

bases in the economy, making it much harder for local governments to generate any

substantial revenues from their own revenue sources (Boex and Martinez;2006) .
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2.3.5 Fragmentation Causes Horizontal Inequity

Boex and Martinez reported that because no single tax assigned to the local

government level again and again yields any significant revenues, the local tax

system in Tanzania has seen a rise of numerous local taxes.  Even though many of

these taxes fundamentally tax similar or related activities or tax bases, these

instruments are often structured quite differently in terms of their tax bases and tax

rates.

This type of breakup has led to significant horizontal inequities between local

taxpayers.  For instance, different businesses often bear quite different effective rates

of local taxation.  Such horizontal inequities have been used strategically as an

argument for the further elimination of local government taxes.

2.3.6 The Benefit Principle Is Misunderstood

Price Waterhouse.  (1990) argue that, economists believe that the benefit principle

should be an important guiding concept in determining a country’s revenue structure,

especially at the local government level. However, some stakeholders in Tanzania

have interpreted the benefit principle in its narrowest sense, arguing that they should

not have to pay local taxes unless they receive specific local government services.

Of course, this statement presents a chicken-and-egg problem: after all, unless

taxpayers pay their local taxes, local governments will lack the financial resources

necessary to provide their residents with local government services.

Although a narrow interpretation of the benefit principle can be correct in the case of

user fees for specific services, there are many other services at the local level that

cannot be financed by user fees. Instead, many local services need to be financed by

local tax instruments that reflect a broader interpretation of the benefit principle,

particularly when it is impossible to exclude non-paying residents from receiving

benefits.  For instance, providing street lighting or making road improvements in

front of one resident would benefit all adjoining properties.  Yet, it would be

impossible to finance such local services from user fees, as it would be impossible to
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withhold the benefits of the improved infrastructure from those taxpayers that refuse

to pay.  Instead, it would be appropriate to pay for such local expenditure through a

mandatory local property tax (Richards, 1983).

As such, there is a need in Tanzania to reinforce the benefit principle in local

government finances. Reinforcement of the benefit principle will require a clearer

correspondence between the taxes local residents pay and the benefits they receive,

greater transparency in the local government’s budget process, and improved

communications between local officials and community residents (URT, 2000).

2.3.7 Excessive Focus on Redistributive Impact of Local Revenues

Boex and Martinez continue arguing that one of the purported shortcomings of the

system of local taxation in Tanzania is the system is anti-poor and regressive.

Although policy makers must not lose sight of vertical equity issues, there are several

conceptual errors in the policy discussion of this issue in Tanzania.

First, the most-recent estimates of local tax incidence in Tanzania show that as a

whole, local taxes strongly conform to the ability-to-pay principle: before the

revenue rationalization of 2003, high income local taxpayers paid six times more in

local taxes and fees than low income taxpayers.

Although adequate data are not available to make a conclusive determination, it is

quite possible that local government revenues in Tanzania are in fact slightly

progressive.

Second, there is a wide consensus among public finance experts that for practical and

conceptual reasons, the goal of income redistribution, including through the revenue

system, should not be left to local governments.  Instead, the function of funding

redistributive activities should be assigned to the central authorities.  As such, the

incidence of local taxes should be considered jointly with the rest of the tax system

and with the benefits arising from the locally provided public services (Boex and

Martinez: 2006).
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2.3.8 Hard To Administer and Enforce

It is insincere to local governments in Tanzania should not be provided with any

more tax handles until they now have. Such statements ignore the fact that many of

the taxes currently assigned to local governments (such as the property tax) are

notoriously hard to administer (especially in the context of property rights in

Tanzania), and therefore hard to enforce.

A sound revenue assignment and well-designed local taxes should take into account

the relative ability of local governments to administer local taxes (Richards, 1983)

2.3.9 Compliance Costs for Local Taxes are high

Subjective evidence suggests that compliance costs for local government revenues

are quite high, among others due to the fragmentation and lack of uniformity of the

local tax system between different local governments.

Because the high compliance costs for local payers have a potential negative impact

on both local tax compliance as well as local economic growth, the reduction of such

compliance costs should weigh heavily in design of future reforms (Levi, 1998)

2.3.10 The Least Politically Acceptable Revenue Sources

It must also be recognized that local governments have been handed down the task of

implementing and enforcing sources of revenue that tend to be particularly

unpopular, such as the (now abolished) Development Levy or the current property

tax.  Unless local government taxes are specifically designed in such a way that takes

into account this political dimension and proactively mitigates their lack of

“popularity” as part of their design, it is unlikely that local governments will be able

to effectively rely on such unpopular revenue sources (Boex and Vazquez: 2006).

2.3.11 Crosscutting Problems with the System of Local Government Finance

It is sometimes overlooked that the poor local revenue performance in Tanzania is

caused not only by a poor revenue structure, but also by failures in other dimensions

of the local government finance system. For instance, poor financial management
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practices at the local level and lack of trust that local residents have in their officials

are leading factors in poor revenue performance at the local lever. Likewise, the fact

that locally raised revenues are mostly used to finance local government

administration is an obstacle that prevents local government from using locally

generated revenues for services that provide direct and tangible benefits to local

residents. Similarly, the absence of hard budget constrains (For instance to the extent

that LGAs are able to divert  sector ally earmarked transfer resources for other local

purposes ) Further reduces the incentive for local governments to collect own source

revenues (Levi, M. (1998).

Much of the blame for the inefficiency and ineffectiveness of the local government

revenue system has traditionally been assigned to unwilling local politicians or the

limited capacity of local revenue collectors.  In contrast, this assessment suggests

that many of the problems with local government revenues may be caused by

systemic failures of the local government finance system. While capacity

strengthening and sensitization at the local level are essential ingredients in the

transformation of the local government revenue system, the systemic nature of many

of the challenges suggests that transformation of the system will need a lot more than

local-level reforms alone (Price Waterhouse, 1998)

2.4 Shortcomings of Specific Revenue Instrument

In addition to the broader, system-wide problems with Tanzania’s local revenue

system, many problems exist with the specific revenue instruments commonly used

at the local government level.

2.4.1 Development Levy

With the abolition of the Development Levy in 2003, local government essentially

lost their only effective direct tax on residents. While broad-based progressive

personal income taxes are typically assigned to the central government level, the part

of the “fiscal space” that covers the taxation of incomes of households and smaller

firms also allows the opportunity for local government taxation.
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Local taxes on the income of the households are sound local revenue instruments for

a number of reasons. First, the direct nature of local income taxes provides a strong

link between the tax instrument and how the money is spent at the local level: direct

taxes tend to be more visible and therefore provide with strong incentives for local

participation and local accountability mechanisms. Second, local income taxes have

the potential for being some-what adjusted in accordance with the ability-to-pay

principle, either as a proportional income tax or through a graduated presumptive tax

structure. Third, local income taxes (both on households and films) generally serve

as benefit taxes in the sense that wealthier local taxpayers typically benefit more

from the public service provided by the local government level. Fourth, to the extent

that taxpayers are registered with the Tanzania Revenue authority (TRA),local

income taxes should be relatively easy to administer (possibly even as a piggy-back

tax by the central tax administration authorities) (Bukurura, 1991).

2.4.2 Local Property Taxes

In most countries, property taxes are a good and commonly used local government

source.  First of all, taxes on real property (that is, land and buildings) are a visible

type of tax and thus are conducive to political accountability.  When both property

and population are generally homogeneous and ownership of property is widespread,

a property tax complies with the benefit principle.

Further, property taxes follow the ability-to-pay principle, as wealthier taxpayers

tend to have more taxable property.  In principle, the property tax should be easy to

administer since property is very visible and immobile across local jurisdictions,

which should give local officials a strong “tax handle”.  However, in order to tax

property in an equitable way generally requires costly revaluation of property on a

regular basis (Richards, 1983). Currently, the local property tax is grossly

underutilized in Tanzania as a local revenue source. Whereas in some countries

property taxes contribute up to 30-50 per cent of local revenues, the property tax in

Tanzania only yields 13 per cent of total local revenues.
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Despite its potential as a local revenue source, property taxation seems to face a

number of specific challenges in the context of Tanzania, which means that there is

no simple and quick answer to fixing the property tax problem.  A first issue facing

property taxation is the separation of taxation on land and structures: while property

taxes are assigned to the local government level, the collection of land rent is

assigned almost completely to the central government.  Another part of the challenge

may simply be administrative: local governments may lack the administrative

capacity to produce an accurate cadastre of taxable structures and appropriately value

these properties.  Yet another issue may be the enforcement of the tax and the

political viability of enforcement.  If property taxes are enforced stringently, non-

compliant taxpayers should be subject to forfeiture of their property for failure to pay

their local property taxes.  However, this enforcement mechanism may not be a

viable option for local authorities, either for social, legal, political, or practical

reasons.  However, if property tax collections are not enforced (or indeed, not

enforceable), then the property tax is essentially reduced to a voluntary contribution

mechanism (URT, 1982).

Although there are numerous challenges to be overcome in the structure,

administration, and enforcement of the property tax in Tanzania to make it a viable

and substantial local government revenue source, there is no reason why property

taxation (on both land and buildings) should not be the mainstay of local revenue

throughout Tanzania in the medium to long run.

This is especially true for urban local governments (where most structures are

located), as well as for rural areas, where a simple flat rate on the occupancy of land

and huts should be possible as well.  The challenges with the administration and

enforcement of the property tax could be resolved in part by separating and/or

outsourcing the development of the cadastre, the valuation of properties, and also

potentially the billing and collection of the tax.  Outsourcing the administration of

the property tax may limit the ability of local politicians to undermine its

effectiveness by doling out politically motivated exemptions (Bukurura, 1991).
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2.4.3 Service Levy

The Service Levy is an important revenue source for local governments in Tanzania,

particularly for urban local governments. The Service Levy is located from large

businesses (producers with turnover in excess of Tshs. 20 million); the levy is

collected as a rate equal to 0.3 per cent of turnover, as determined by central

government directive (Boex and Martinez 2006)

On one hand, the Service Levy provides an attractive revenue source for local

governments with a potentially high yield. As a tax on business production, the

Service Levy can be considered a benefit tax-paid in some proportion to the firm’s

feature of the Service Levy is that its collection can be coordinated with VAT

collections by the TRA. This means that local governments can readily identify the

taxpayers as well as quantify the amount of turnover subject to the local Service

Levy. Such coordination\ is not possible for smaller enterprises, because many

smaller firms are not subject to central government taxes (URT, 1982).

On the other hand, a number of concerns have been raised with regard to the Service

Levy.  First, taxing each transaction could potentially result in “cascading”, with

taxes compounding at each stage of production.  Turnover experts and international

organizations such as the IMF frown upon their use.

However, given that the levy is only imposed high in the productive process (only for

firms with a turnover in excess of Tshs.20 million) and at a very low rate, the

possible distortions and inefficiencies caused by potential cascading should be

relatively limited.  A second concern that has been raised is the notion that the

service Levy introduces a form of double taxation, because the firms that are subject

to the Service Levy are also subject to the national VAT.  However, there is in

principle nothing wrong with different levels of government sharing a tax base, as

long as the combined tax rate is not excessive.  Given the extremely low rate of the

Service Levy, it is unlikely that the Service Levy will cause a reduction in economic

efficiency.  A third concern with the Service Levy is its limited scope, which

contributes to the further fragmentation of the local tax system.  The previous
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Industrial Cess (which was replaced by the Service Levy) was levied on the unit cost

of finished goods of certain industries (aluminium products, cigarettes, beer,

Konyagi, soft drinks, cement, wall tiles, etc), which made this tax arbitrary and

discriminatory.  While the uniform Service Levy is a step in the right direction, it is

still only applied to larger firms, thereby requiring a separate taxing mechanism for

smaller productive enterprises.  It would make a lot of sense to address taxes on

business production and turnover in a more comprehensive fashion (URT,2000).

2.4.4 Land Rent

While the local property tax in Tanzania is applied to structures only, the taxation of

land is done through the payment of Land Rent. Although the 1995 Land Policy

reintroduced the notion of private property and legalized market alienation of land,

notion regarding land ownership and land taxation are greatly influenced by

Tanzanian’s post-independence history of common (that is, nationalized) land

ownership (LGRP, 2001).

Based on two separate land Acts, there are essentially two system of land tenure in

Tanzania. First, there is a formal system of land registration and the issuance of land

titles, which is administered by the Ministry of Land.

Second, at the local level, there is an informal land tenure system, which is

administered, typically against a nominal fee.  However, the informal land tenure

system does not provide the same degree of protection as the formal registration of

land (ibid).

For officially registered land, land charges are collected through a system of annual

Land Rents administered by the Ministry of Lands.  The level of the rent is set by the

central government but collected by local authorities, who are subsequently credited

20 per cent of collections on a derivation basis as compensation for collecting the

land rent.  As such, the current system of land rent collections only provides local

governments with a weak incentive to collect the land rent, as they only get to keep

20 per cent of the revenues collected.  Local government would have a much
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stronger incentive to collect land revenues if they would be entitled to keep a higher

share of the collections (LGRP, 2001).

2.4.5 Licenses, Fees, and Charges

Since the main purpose of “real” licenses and user fees is to recover the

administrative costs of issuing the licenses or the cost of providing the public

services, it is important to price the service right. Requiring local governments to set

the fee level below the actual cost of provision will cause a fiscal burden on the

locality, and would force local governments to provide poor services (due to the lack

of cost recovery). Setting fees above the costs for services provided would be sub

optimal as well, because it would induce follower consumption below optimal levels,

and would raise fairness issue to the extent that the public sector has a monopoly

over certain services (for example, the issuance of marriage licenses) (URT, 2000).

While user fees provide important efficiency benefits, it is important to balance the

cost of collecting and administering user fees with the amount of revenue collected;

since certain type of user fees involve many transactions, such fees may be relatively

costly to collect. In addition, the payment of user fees provides many opportunities

for petty corruption (either through embezzlement of payments or through the need

to provide informal “co-payments” in order to obtain services). However, similar to

the case of excises on utilities, it is possible to collect services fees together with

other local government taxes that have a similar benefits incidence in order to reduce

the administration cost. For instance, market fees may strictly be used for recovering

the cost of operating the market. However, in addition to the costs of maintaining the

market structure, there are costs of collecting the garbage generated at the markets,

provision of water, latrines, and other measure to ensure some standard of hygiene.

Given that market fees provide a good tax handle (since failure to pay the market

fees result in exclusion from the market), this offers a good opportunity to collect

other legitimate local revenues in one harmonized instrument (PMO, 1997).
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It is important to recognize that unlike the permitted user fees that are intended to be

used on a cost –recovery basic, licenses or fees can be used as a mechanism to collect

general purpose revenues, in which case the issuance of licenses or permits in fact

predominantly functions as an administrative tool in the collection of local general

purpose revenues. For instance, in many countries the existence local of business

licenses often exclusively (or predominantly) serves the purpose of ensuring the

payment of local business tax. It is a generally accepted international practice that the

issuance of local business licenses (or business permits) is an appropriate method of

ensuring   a tax handle on local business. This stands in stark   contrast to current

practices in Tanzania, where the Ministry of Finance is adamant that licenses should

be used for regulatory purposes only, and not as revenue instruments (PMO, 1997).

2.4.6 Other Local Taxes

Many of the other taxes assigned to the local government level are appropriate local

revenue sources, where a strong argument can be made based on the correspondence

principle. For instance, this is the case for the guesthouse levy as well as for other

local taxes and license fees on specific types of local productive activities, such as

plying fees, tax licenses, and licenses on intoxicating liquors. Likewise, professional

license fee are often a type of local income tax on professionals in the form of a

license fee where there is a broader correspondence between the payment made and

the benefits received from local services and infrastructure.

Although these revenue sources are typically not among the highest yielding local

revenue sources, the revenue potential from these taxes should not be underestimated

(Boex and Vazquez, 2006).

2.5 Local Tax Administration and Efficiency of the Revenue System

According to Boex and Vazquez (2006) two of the main arguments that led to the

rationalization and elimination of local government revenues in 2003 were, first, that

the efficiencies inherent in the local government taxes system from an obstacle to

local economic growth, and second, the local government revenue administrations

are so efficient that the local tax system results in a suboptimal allocation of public
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resources at the local level. Indeed, there is a broadly shared assumption that the

quality and effectiveness of local tax administration is consistently poor.

On this point, critics of fiscal decentralization base their arguments on conceptual

conjecture and anecdotal (unreliable) evidence.

Unfortunately, little hard (empirical) evidence is available about the efficiency or

inefficiency of the local tax system as a whole, and the efficiency or inefficiency of

local tax administration in particular. Although there is ample qualitative evidence to

suggest that the local tax system in Tanzania, it would not be prudent to attribute the

inefficiency of the system to poor local tax administration at face value (LGRP,

2001).

Although limited direct evidence is available on the effectiveness of local tax

administration, the available researches allow us to consider three aspects of local tax

administration. First, we can consider the impact of local tax administration on gross

local revenue collections; second, we can break down the factors that influence tax

administration performance. Third, we should consider the efficiency of the tax

administration apparatus and the cost of local tax administration (Boex and Vazquez,

2006).

2.5.1 Local Tax Administration and Gross Local Revenue Collections

The bottom line in assessing the administration of any tax system is whether it is able

to collect the expected level of revenues.  A common complaint regarding local tax

administration is that local governments simply do not collect enough money.

Mathematically, the amount of tax revenue collections could be represented by the

following equation (PMO,1997).

(Gross) tax revenue = tax rate x tax base x tax administration performance

Where the tax rate is the statutory local tax rate set by the local government (within

the limits defined by the central government); the tax base is the total amount of the

economic activity subject to taxation (such as the value of personal income or

property); and the tax administration performance ratio is a measure of the
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effectiveness of the tax administration.  Tax administration performance ranges from

0 per cent, at which point gross revenue collections would equal zero, to 100 per

cent, at which point the tax administration would collect 100 per cent of the local

revenue potential at the given tax rate (URT, 2000).

Low local revenue collections in themselves are not evidence of poor local tax

administration.  As noted in the previous section, the tax bases available to local

governments are notoriously narrow (particularly in rural areas) and fragmented.

Likewise, local tax rates are often bounded by central government at low rates; the

crop cess (often the main revenue source for rural local governments) is subject to a

5 per cent maximum, while the rate of the Service Levy (the main revenue source for

urban local governments) is subject to a 0.3 per cent limit.

Thus, we should not expect substantial revenue collections to take place at the local

level given the current local revenue structure even if local tax administrations were

to achieve 100 per cent performance (URT, 1982).

The Ministry of Finance’s Budget Guidelines for 2004/05 to 2006/07 estimate that

less than 40 per cent of potential revenues from local government’s own revenue

sources are actually collected.

While the overall state of local revenue administration may be highly unsatisfactory,

local tax performance varies significantly from district to district and between

different tax instruments.  For instance, revenue administration performance for the

property tax is quite low, with performance in the Dar es Salaam municipalities

ranging from 30 to 50 per cent.  In contrast, tax administration performance of the

produce cess in the cashew nut sector is substantially higher; tax administrative

performance of the produce cess in the cashew nut sector exceeds 90 per cent (ibid)

2.5.2 Determination of Tax Administration Performance

Boex and Vazquez, (2006) asked one question, what determines the overall tax

administration performance at the local level in Tanzania? Prevailing perceptions in

policy circles in Tanzania is that limited administrative capacity is the main culprit.
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However tax administration performance is in fact a function of a number of factors,

which can be expressed by the mathematics equation.

Tax administration performance=tax base coverage collection ratio revenue

corruption

Where the base coverage ratio can be defined as the share of the actual base that is

subjected to taxation; the collection ratio is computed as the amount of taxes

collected expressed as a share of the tax base subjected to taxation; and the revenue

corruption ratio is the share of total revenue collections that is actually deposited into

local accounts by local tax collectors` rather than siphoned off by corrupt tax

collectors.

2.5.3 Tax Base Coverage

According to Boex and Vazquez (2006) the first reason why local tax administrators

may collect less than 100 per cent of their revenue potential is that the local tax

administration is unable to reach 100 per cent of the total local tax base.  Examples

of tax bases would be the value of taxable local property (for the property tax), the

value of farm produce (for the produce cess), or the number of residents subject to

the Development Levy (now abolished).  There are two basic causes for the tax base

covered by the local tax administration to be less than 100 per cent.

First, the tax administration may simply not have a full list of taxpayers from which

it should be collecting local revenues, or might otherwise have difficulties fully

assessing the value of the tax base. This is especially a challenge in the case of

property taxes, where establishing a complete cadastre of properties and valuation of

all properties can be an administratively arduous task.  In other instances, the

technical process of obtaining information about all taxpayers and their taxable bases

is much easier to come by for local government officials; for instance, local

authorities should be able to extract all necessary information for the Service Levy

from VAT records filed with the district office of the TRA.
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A second reason why local tax administrators may not pursue revenue collection for

100 per cent of local tax payers (or 100 per cent of tax base) is that they may be

instructed not to do so by the local political leadership.  Local political pressure to

selectively collect local taxes may be the result of political favoritism or corruption,

but could also be an expression of the lack of political will to collect revenues.

While the absence of political will to collect revenues is often perceived as a

shortcoming, there might be a number of good reasons why local officials, and the

constituents they represent, may prefer not to maximize local revenue collections.

This is especially true considering the onerous nature of many of the tax sources

assigned to the local level and the limited tangible benefits (value for money) that

local residents perceive to get from local taxes.  As such, low revenue yield or poor

revenue performance should not a priori be assumed to be caused by incapable local

tax administration.

2.6 A Transformation of Local Government Revenues

According to Boex and Vazquez (2006) the local government revenue system

perhaps poses the most significant challenge in the reform of a sound system of local

government finance.  Unresolved shortcomings of the local government revenue

system include major system challenges, such as the excessive fragmentation of the

tax system at the local level.

In addition to these systemic problems, other shortcomings include the poor design

of individual local tax instruments, problems with weak local tax administration, and

inadequate central government guidance and monitoring of local taxation. Despite

having the right intentions, the rationalization and harmonization that took place in

2003-2004 failed to resolve any of these problem.

They argue that transformation of local government revenues was not given center-

stage during these years as part of the local government finance reforms, perhaps

because local revenues contributed only a small part of local government finances.

Yet, since significant progress was being made on the reform of the

intergovernmental transfer system in 2003-2004 the transformation of the local
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revenues system became an increasingly higher priority for reform for Tanzania

authorities.  This coincided with a realization that in order for the different pieces of

the local government finance system to be effective, the reform of the

intergovernmental transfer system and the and the reform of the local revenue system

should take place in the context of the broader local government finance system.

As noted earlier, this realization was an important driving force in 2004 for the

government of Tanzania to engage in a comprehensive review of its entire

framework for financing of local government, resulting in a draft strategic

framework on local government finance.  This policy review was completed in June

2005 (LGRP/GSU, 2005).  At the time of writing, the resulting draft policy Paper on

Local Government Finance, which contains a road map for the transformation of the

local government revenue system, is under consideration by the Cabinet, and will

likely be taken forward after the presidential elections in December 2005 (Boex and

Vazquez: 2006).

2.7 Revenue Collection Privatization/ Outsourcing Principle

2.7.1 Outsourcing

Outsourcing is when a company contracts with an outside provider for services or

other business processes, rather than employing staff to do these services in-house.

These services may be provided on-site or off-site. Typically outsourcing is done

with an eye toward efficiency and cost-saving for the company. ( Brunelli, 1996)

2.7.2 Privatization

Privatization refers to the transfer of a function, activity or organization from the

public to the private sector, (Foster, (1980)). In practice, the privatization of an

organization may involve sale of public assets. Thus the difference between the two

is that in the outsourcing, the LGA remains with its core responsibility of ensuring

effective delivery of service hence monitoring. In the privatization, the asset/function

is wholly sold to the private sector.
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Some services, functions or activities that councils previously provide “in-house”

have been outsourced and are now provided by bodies external to the council. The

main reasons for using this means of service provision are:

Firstly, the services, functions or activities have been considered to be non-core

functions and capable of being provided more effectively by external organizations

example revenue collection, computer services etc.

Secondly, some services, functions or activities can be provided more cost-

effectively by an external provider example revenue collection, recreation centers’;

road construction and maintenance.

In outsourcing services, functions or activities a council can maintain effective

financial management by:

Firstly, developing a detailed specification of the services, functions and activities to

be performed, including a comprehensive estimate of the cost/revenue of service

provision or source of revenue; financial management and reporting provisions;

Secondly, calling tenders, consistent with procurement regulations for the service

provision;

Thirdly, selecting an appropriate contractor/agent to perform the task;

Fourthly, developing an appropriate, and mutually agreeable, construct which makes

provision for the delivery of service including:

(i). Regular financial and performance reports.

(ii). Ownership of information and data about the services performed.

(iii). Clear milestone for contract payments, linked to the achievement of specified

outputs and outcomes.

(iv). Mechanisms for arbitration to determine contract dispute or terminate the

contract.
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Fifthly, Ensuring that the specified financial and performance reports are received,

along with any other regular information that has been required which will assist in

properly managing and planning the services provision;

Sixthly, reviewing and monitoring received reports and other information and;

Lastly, taking action to maintain effective financial management. Foster, (1980)

Generally, in Tanzania privatization focuses at increasing the efficiency of the

productive sector, reducing government budgetary cost and increasing revenues to

sustain employment, Kejo (2000). Privatization brought reforms and that aimed at

broadening direct ownership and control of productive assets, and reorienting the

role of state.

2.7.3 Role of the Council in the Outsourcing Process

When outsourcing revenue collection, it is important to note that, the council remains

and thus it is solely responsible with all its functions as specified in the laws and

regulations. The council should ensure that:

Firstly, there are adequate books for acknowledging the receipt of funds. The receipt

books should be controlled right from the printing up to the issuance to the agents,

Secondly, agents perform the services without breaking laws and regulation of the

country. Hence need for training and close monitoring of agents in the way they

perform the assigned tasks.

Finaly, Fjeldstad et al (2004) notes “… privatized collection offers no ‘quick-fix’ to

increasing LGA’s revenue as well as easing administrative problems with the

revenue collection. While collection had increased and became more predictable for

some council which had outsourced revenue collection, others had experienced

substantial problems with corruption and exceptionally high profit margins for the

private agents at the expense of accomplishing reasonable return to the LGA.
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However, when appropriately managed and monitored, the outsourcing of revenue

collection can establish a platform for more effective and efficient local government

revenue administration”.

2.7.4 Importance of Revenue to Social economic.

Collected revenue has been used by the central and local government to accomplish

various functions. These includes: provision of education, development of

infrastructure meeting administration costs and for national security (Smith, 2003).

According to Walton (2003) revenue which is also referred as tax is the general

instrument used to regulate the economy of nation and it serves as the national

budgets main source of income which in turn allows the budget to stabilize the

society and develop the national economy. He continue to argue that taxation has

main objectives which include revenue, redistribution, re-pricing, and representation.

In principal collected revenue is distributed to meet the needs of the entire

community this situation is viewed by Walton (ibid) as transferring wealth from the

richest part of the society to poorest party of the society. This argument is valid for

example, in Tanzania we have been observing the government/ local government

authorities using collected levies to provide social services such as building schools

and hospitals in areas which are faced with poverty.

In Tanzania and other countries, revenue collection correspondents to the nation or

local government’s budget and therefore the latter should be planned based on the

former. This implies that after planning the budget, the revenue projection follows

which provide focus on overall expenditure (Oliver and Peel, 1996).

2.7.5 Models of Revenue collection

Revenue collection models provide theories on revenue collection. Some of the

models to be discussed include: Social-economic and psychological models. These

models provide theoretical implications with regards to revenue payments and

collections and are categorized in two: Sociological and economic model.
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All of these models mostly provide analysis with regard to passiveness of people to

pay levies and problems which are faced by revenue collectors. Sociological models

provide explanation on the influence of social factors to people on paying levies.

According to Hans (2004), the society is dominated by different people and that

results on the practice of different behavior and perceptions on various institution,

laws such as revenue collection/. The models insist on the importance of cleanliness

of the society leader and in this case, their transparency in paying taxes is a mirror to

other people in the society and hence positive perception on the revenue collection.

Thus in the model it is stipulated that if the society is clean in payment of levies

everyone in the society will pay because of fear of social commitment.

The contents in the model are important to the local government leader and the entire

management that before enforcing laws and by-laws during revenue collection they

should first ensure that they are paying all revenue which they are supposed to pay at

the right time. This will have positive implication to the revenue payers since it will

act as a motivation and they will develop commitment towards payment of levies. To

the local authority, effective revenue collection will be raised and thus, they will be

able to implement all social-economic development plans stipulated in their budget

(Hans, 2000).

In the economic model Hans (2000), the assumption is that human behavior underlies

economic and that influence the evaluation of costs and benefit of the given business

or income. The pioneer in this model argues that people refuse to pay taxes/ levies

when the uses are not observed. The mis-use of collected revenue is the core for what

is called levy invasion in the business industry. The model is important to the local

authorities since it stresses on the effective use of collected revenue to the

development of local authority.

2.7.6 Approach of Revenue Collection in Local Government Authority.

Different approaches such as outsourcing and revenue collection partnership

(privatization) have been employed by Local Government Authority to collect

revenue effectively. In this regard, outsourcing has been identified to be a good
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approach for privatization. To meet the objective of this study only literature on the

privatization of Local Authorities sources of funds will be reviewed (Hans, 2000)

2.8 Empirical Literature Review

Various empirical studies  has been carried out in selected local government in

Tanzania .A study made by Fjeldstad et al [2004]on local government  finances and

financial management was a formative process research project on the local

government reform  in Tanzania, that research made observation from six councils

2000-2003. The researched council was Bagamoyo DC, Temeke MC, Iringa DC,

Kilosa DC, Moshi DC; Mwanza CC. The study found that fiscal autonomy of district

councils was limited both with respect revenue and expenditures. The four rural

councils in the sample generated less 17% of their total revenue from own sources in

2002. In contrast they found that the two urban councils, Temeke MC and Mwanza

CC were less dependent on central government grants than the rural councils. In

2002, Temeke MC generated about 64% of its revenue through own sources and

Mwanza CC almost 48%. The study identified two methods of collecting revenues,

the use of council staff and outsourcing.

Another research titled ‘to pay or not to pay’ solicited citizens views on taxation by

local authorities in Tanzania, was carried out in 2006 by Fjeldstad. The same case

councils were used as it was in the previous research.

The survey data pointed at misuse of tax revenues by council’s staff (Particularly tax

collectors) and councilors as the major problem in tax in case councils.

The research found that people paid taxes because they wanted to avoid disturbances

from tax collectors, while at the same time majority of respondents said they would

evade taxation if possible.
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However, these two studies concentrated on taxpayers’ views on tax paying

behaviors but did not focus on failures or success of revenue collection strategies in

used by local authorities in collecting their own source of revenue.

2.9 Conceptual Framework for Studying the Problem

The study concentrated in the assessing revenue collection strategies in local

authorities by looking on two strategies which are; outsourcing revenue source and

collection of revenue by staff from various sources.

Figure 2.1: Revenue Collection Strategies

Source: Designed and Compiled by the Researcher

The model shows that, in order to collect enough revenue in local authorities, the

council should set effective strategies for collection; it can be either through

outsourcing or through council staff collecting from revenue sources. The effective

the strategy is applied the more the revenue is collected and the vice versa is true.

2.10 The Importance of the Accounting Function in the Public Service

We have already pointed out that accounting is “the language of business”, accounting

is the basic need of a business organization to find out where it stands. It is of great
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essence to provide the basis for planning and budgeting while dealing with

measurement of economic activities and communicating financial information to the

users for decision making.

Accounting is also meant for protecting the properties of business and

communicating the results obtained from the financial statements to the intended

parties like share holders, debtors, creditors, and investors while meeting the legal

requirements. Accounting information is useful as a data base for economic decision-

making (Perera,1989).

Accounting also supports good corporate governance. Accounting and corporate

governance play inter-dependent roles in organizations (Whittington, 1993). The

nature of corporate governance in a firm determines to a large extent the quality of

accounting information

On the other hand, accounting provides a direct as well as an indirect input to various

corporate governance mechanisms (Bushman and Smith, 2001). The direct input of

accounting is the provision of relevant accounting information to facilitate the

application of internal and external corporate governance mechanisms.

The indirect input results from an organizational culture that emphasizes ethos of

honesty and accountability which could assist in preventing financial fraud, and

enhancing the perception of reliability of information, for instance, contained in the

share price (Bushman and Smith, 2001).
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction (Overview)

This chapter discusses the research design, description of the study area, sample size,

methods of data collection, and data collection instruments. It further discusses data

analysis.

3.2 Research Design.

Research Design is a framework or the blueprint that plans the action for research

project. The objectives of the study determined during the early stages of the

research are included in the design to ensure that the information collected is

appropriate for solving the problem. This research used the case study design in

order to allow the use of various methods to study the subject matter as well as the

use of various techniques for collecting data.

3.2.1 Case Study Design.

The research use case study design, due to the fact that, case study is a

comprehensive description and analysis of a single situation or a number of specific

situations i.e. cases. It is an intensive description and analysis of a case. It used

qualitative approach to explore the case in as rich a detail as possible. It is more lay a

clinical analysis in retrospect; starting from the effect and tracing the reasons back in

time. The researcher did take the history of the situation and made use of any other

relevant information about the case to identify the factors which led to the present

situation.

Also, a case study design preferred to other study such as survey and experimental

due to the fact that, it enabled a thorough study of a unit over a range of variables (it

is characterized by depth and breadth), it conducted in any kind of social setting and

is flexible in data collection techniques (Baxter, and Jack,. (2008).



41

3.3 Area of the Research or Survey

This research study was conducted at Temeke Municipal Council, Temeke District,

in Dar es Salaam region. Various sources of revenues surveyed in respect to

strategies used to collect revenue in Temeke Municipality. The council was chosen to

represent Local authorities in the country. Also, the research is familiar with Temeke

Municipal Council; so the collection of data was simple and easily accessible.

3.4 Survey Population.

A population was the theoretically specified aggregation of study elements. It

translated he abstract concept into workable concept. The population of this study

involved revenue collecting agents, and revenue collectors of Temeke Municipal

Council, as well as tax payers of Temeke municipal council.

Also, target population was the complete group of specific population elements

relevant to the research. In this regards, revenue collecting agents, revenue collectors,

revenue accountants, trade officer, municipal treasury and Municipal director and

other decision makers on revenue collection of Temeke Municipal Council (TMC)

was the target population under this study.

The researcher visited revenue sources to meet the revenue collecting agents, tax

payers, and staff collecting revenue on behalf of TMC. The population was

homogeneous in term of income level, life standards and ability to pay tax within the

municipality; hence easier in choosing people to include in the sample.

3.5 Sampling Design and Procedures.

Non probability sampling techniques employed, of which purposive sampling

method and convenient samplings were used as the basis of selecting the elements to

be included in the study. Purposive sampling, also known as judgmental, selective or

subjective sampling, reflects a group of sampling techniques that rely on the

judgment of the researcher when it comes to selecting the units that are to be studied.

Although purposive method is highly prone to researcher bias, the researcher chose

the sample based on who he thought was appropriate for the study. This method was
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used primarily because there were a limited number of people that have expertise in

the area researched. Convenient sampling is the type of nonprobability sampling

which involves the sample being drawn from that part of the population which is

close to hand. That is, readily available and convenient. It is kind of sampling where

the units that are selected for inclusion in the sample are the easiest to access.

The basic idea of sampling was that, by selecting some of the elements in population,

it was used to draw conclusions and generalization about the entire population. A

population element was the subject on which the measurement was being taken. It

was the unit of analysis. In respect to this study the sample size comprised

respondents; these respondents represented Decision makers in TMC, Revenue

collectors, revenue collecting agents, and some potential taxpayers.

3.6 Methods of Data Collection.

The study based on collecting both primary and secondary data. Documentary

sources such as relevant books, journals, official publications, newspaper clippings,

reports and seminar papers was utilized to present the fact and to substantiate the

arguments in order to secure secondary data. In representing the primary data,

interviews, questionnaires, and observation, were used to collect data.

3.6.1 Interviews in Research.

This was a popular data collection tool in management science research. In this

research, two interview schedules were used. One was designed for the local

government officials dealing with revenue matters and the other one was designed

for the revenue collecting agents.

3.6.2 Focus Group Discussion (FGD) in Research.

Additional the Focus Group Discussion was another method of collecting data. This

was the informal discussion or meetings with revenue collectors and others related

levy collectors.
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3.6.3 Questionnaires in Research.

Research projects always do obtain information using questionnaires, where the

Reasons being that, questionnaires are flexible, easy to apply, relatively inexpensive

(usually) and can be far reaching. Therefore the researcher administered

questionnaires to collect some information which was helpful in answering the

research questions.

3.7 Data Analysis Procedure.

The data collected were analysed both qualitatively and quantitatively using SPSS

method in order interpret and provide research findings. The intention was to

investigate the revenue collection strategies in local government authorities. The

main findings were presented, interpreted and discussed. The Qualitative information

was presented through graphs, charts and tables.



44

CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND DISCUSSION

4.1 Introduction

This chapter presents data analysis and the findings of the study whereby the main

objective of the study was to investigate revenue collection strategies in Local

Authorities using Temeke Municipal Council as a case study. Thus the findings from

the research conducted, showed that revenue collections strategies in Local

Government using outsourcing were not performing effectively. Moreover the

findings of this study were the answers and views from respondents who were asked

different questions by the researcher;

4.2 Informal Sector

According to the  National population and Housing Census 2002 the Informal sector

account for about 49% of total population  labour force of 66,6075 of Temeke

population. The category of informal occupations include: street vendors who

constitute 24.4 percent, farmers 13.4 percent, service and shop sales workers 11%,

craftsmen 10%, elementary occupations 9%, technicians and associated professionals

8%, plant operators and assemblers 6 %.

Many of these informal businesses do not have official designated area for their

activities thus frustrating municipal efforts in keeping the environment clean. In

order to reduce tension of the street vendors Temeke Municipal Council had set aside

three designated areas for them. Tazara RTD with the capacity of accommodating

1970 street vendors, Mbagala Rangi tatu with the capacity of 950 street vendors and

Tandika Kampuchea with capacity of 725 street vendors. These areas are not well

developed and they lack essential infrastructures such buildings and structures,

electricity, water and latrines. However, these located areas are not enough for the

existing street vendors due to day to day increase in influx of street vendor.
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4.3 Specific Areas for Investment

4.3.1 Thematic Area for Investment

Temeke Municipal Council has earmarked a number of specific types of areas of

Investment. These areas are Housing, Social economical infrastructures, solid waste

management and recycling, Transport, Tourist development, Fish processing and

Industrial par

In this study, triangulation was employed; this approach refers to the combination of

different research methodologies and methods within the same research with the

assumption that they can complement one another. Through the use of qualitative

methods; questionnaire and review of documents were used to get information from

respondents as far as revenue collection strategies in Local Authorities. The openness

of qualitative research methods, mainly questionnaires and participatory observation,

helped the researcher in adjusting his questionnaires to what was perceived relevant.

A combination and comparison between what people said, what he observed and

what is written in the documents (reviewed documents) was used as evidence for

understanding the larger cultures and social contexts in which the particular society

under study belongs.

Therefore, the use of triangulation allowed the researchers to capture a more

complete, holistic and contextual portrayal and revealed the varied dimensions of a

given phenomena, with each source contributing an additional piece to the puzzle.

The collected data were analyzed quantitatively and qualitatively, where excel was

used to quantify the collected data; and information were presented using Tables,

Histograms, and Pie charts were used to present specific information.

So, the findings indicated that, despite the fact that, revenue collection was best

option to some sources of revenue in Temeke Municipal Council but it has proved

failure to use outsourcing to collect revenue. However, there some areas it indicated

success in revenue collection, by using revenue collectors.
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Based on questionnaire, participatory observation method of data collection and

other methods, the following are the findings of this study and also regarded as the

answers of the research questions of this study:

4.4 Revenue Collection Strategies in Temeke Municipal

When the respondents were asked whether LGAs assessed their revenue collections

strategies in 3 years and also whether they determined its effectiveness. Sixty two

percent (62%) of the respondents said that the revenue collection strategies were not

performing well. Twenty five percent (25%) said that the revenue collection

strategies were performing well, and 13% did not know whether revenue collection

strategies were performing effectively or not. According to the results from both

questionnaire and participatory observation, it shows that the performance was

inadequate. The figure 4.1 below shows the summary of the results

Figure 4.1: Revenue Collection Strategies in Temeke Municipality

Source: Field data 2013
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The finding indicates that, in Temeke Municipal Council, there were two strategies

for revenue collection, namely own source collection using the council revenue

collectors and outsourcing some source of revenues. The study found that in Temeke

and Mbagala markets, the revenue was collected through the council staff (Council

Revenue collectors). In Temeke Market, for instance, revenue collected increased on

monthly basis. In July, 2009 the council collected Tshs 4,950,000 while in May,

2010 the council collected 5,010,000. On contrary, at Temeke Market where the

collection of revenue was done through the Agents, only Tshs 3,950,000 were

collected per month throughout the year.

These findings therefore show that collecting the revenue through the Council

Revenue Collectors is far better than through agents. This is because, as shown

above, when the sources of revenue increases at any point in time the revenue

collection also increases, but the agents will only give the fixed amount for the whole

tenure of contract regardless of whether the sources increase. This means that the

agents may benefit at the expense of the council. A through analysis of the revenue

to be collected per month for the entire year should therefore be done. In some cases,

however, the evaluation is underestimated and the council may end up losing a lot of

revenue from a viable source for the entire year. One disadvantage of using the

council staff is that, some of them are dishonest and usually engage in corruption

practices that result in a heavy loss of the council revenues.

These findings are contrary to what Hans (2000) observed. In his study, he identified

outsourcing as a good approach for privatization. He points out that outsourcing

provides effective collection of revenue and leads to the development of local

authority. In Tanzania, privatization focuses at increasing revenues to sustain

development, and the more efficient strategy for collecting the revenues according to

this study, is through the agents rather than council officials. According to Kejo

(2000), privatization also focuses at increasing the efficiency of the productive

sector, and reducing government budgetary cost. He further states that privatization

has brought reforms that aimed at broadening direct ownership and control of

productive asserts, and reorienting the role of state.
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4.5 Competing Revenue Collections Strategies In Temeke Municipal

During the interview, the respondents were asked to state whether outsourcing

strategy in collecting revenue or collecting revenue using through the council

collectors was successfully in Temeke Municipal Council.

Fifty one percent (51%) of respondents said that, collecting revenue thought council

revenue collectors was the best strategy, 46% of respondents favored outsourcing,

and 3% of respondents were not certain as to which strategy was better.

Figure 4.2: Revenue collection Strategy

Source: Data from the field, 2013



49

The agents were blamed for being inefficient in collecting revenue because they used

unprofessional person in order to minimize the cost and maximize their profits.

Sometimes they destroyed the established tax system by taxing less than the

established tax rate. Also, some of the respondents argued that, the contract usually

lasts for the one year or more. The agent therefore continues to pay the same amount

even if the business environments changes, for example more revenue may be

collected, this situation only benefits the agents at the expense of the council.

However, collecting revenue through the council revenue collectors,  proved failure

due to the following reasons:

First, the findings indicate that there was some council staff that conspired with tax

payers to minimize the tax intentionally after being bribed by the corrupt business

people.

Second, due to political influence, the tax base was relaxed by many exemptions, and

hence, more revenue was lost.

Also, lack of motivation to staff demoralizes revenue collectors. For example, when

transport was not provided by the council it became difficult for revenue collectors to

travel in different parts of the municipality in order to collect revenue because some

of the sources were very far from the council headquarters. Moreover, lack of enough

tools and equipment, inadequate bylaws, inadequate updated tax payers’ database,

poor customer care, inadequate knowledge to tax payers were among the reasons for

the failure.

4.5.1 Collecting Revenue using Agents

Temeke Municipal Council used Agents in collecting revenue. The revenue collected

in each source was fixed for every financial year. Table 4.1 below indicates the

revenue collected from July, 2009 to April, 2010.
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Table 4.1: Revenue Collection by Agents at Temeke Market

MONTH YEAR AMOUNT (000)

JULY 2009 2,913

AUGUST 2009 2,913

SEPTEMBER 2009 2,913

OCTOBER 2009 2,913

NOVEMBER 2009 2,913

DECEMBER 2009 2,913

JANUARY 2010 2,913

FEBRUARY 2010 2,913

MARCH 2010 2,913

APRIL 2010 2,913

Source: Data from field, 2013

Table 4.1 above indicates the revenue collected by agents at Temeke Market from

July 2009 to April 2010.

Table 4.2: Revenue collection by Agents at Mbagala Market

MONTH YEAR AMOUNT (000)

JULY 2009 3,470

AUGUST 2009 3,470

SEPTEMBER 2009 3,470

OCTOBER 2009 3,470

NOVEMBER 2009 3,470

DECEMBER 2009 3,470

JANUARY 2010 3,470

FEBRUARY 2010 3,470

MARCH 2010 3,470

APRIL 2010 3,470

MAY 2010 3,470

JUNE 2010 3,470

Source: Data from the field, 2013
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Table 4.1 and 4.2 above indicate that the revenue collected by agents at Mbagala and

Temeke Market from July 2009 to June 2010 was fixed. Tsh 2,913,000 was collected

from Temeke market and at Mbagala market a total of 3,470,000 per month was

collected.

4.5.2 Revenue Collection by the Municipal’s Revenue Collectors

Revenue collecting through council revenue collectors was one of the strategies

which were used in Temeke Municipal Council. The amount of revenue collected by

revenue collector was not fixed like that collected by revenue agents. This revenue

varies from year to year depending on the peak of the season. Table 4.3 and figures

4.3 below show the level of collection by source from 2004-2009 at Temeke

Municipal Council.
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Table 4.3: Revenue collection by source from 2004-2009

2004/2005 2005/2006 2006/2007 2007/2008 2008/2009 2009/10 2010/11 2011/12 2012/13

Service levy 2,250,880,116 2,945,354,990 3,666,730,402 4,602,641,714 4,993,810,596

Property tax 313,605,665 288,576,788 561,624,981 477,947,889 603,810,871

Bill boards 94,386,718 121,635,215 163,858,442 206,497,807 442,230,762

Market fees 38,421,217 41,541,612 98,327,083 146,575,390 252,750,340

Hotel levy 23,065,857 37,756,695 84,204,579 117,234,055 133,994,773

Others 513,633,070 456,160,048 564,795,757 805,073,051 1,587,840,122

TOTAL 3,233,992,643 3,891,025,348 5,139,541,244 6,355,969,906 8,014,437,464
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Figure 4.3: Revenue Collection Trend by Source 2004-2009
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4.6 Reasons for Failure of Some Revenue Collection Strategy

The respondents were asked to state why some strategies for collecting revenue in

Temeke Municipal Council failed. Several root causes were identified, 40%of the

respondents mentioned poor rules and regulations to guide revenue collection

process as the major reason, 5% said weak internal control system was the reason

behind the failure, 5% said it was due to lack of working tools and equipments , 10%

identified lack of job training and lack of  motivation among the revenue collectors ,

5% mentioned lack of reliable transportation , political interference was pointed by

10% of the respondents and 10% identified inadequate updated tax payers database

to be the root causes of failure.. Figure 4.4 on page 55 below shows clearly the

summary of these reasons percentagewise
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4.6.1 Poor Rules and Regulation to Guide Revenue Collections

As stated above, 40% of the respondents said that factor like poor rules and

regulations to guide revenue collections led to the failure of some revenue collection

strategies in Temeke municipality. The local authorities had ineffective strategies for

collecting revenues. Therefore, in order to collect enough revenue, it is essential for

the municipal authority to set more appropriate policy and modify inadequate rules

and regulation.

4.6.2 Weak Internal Control System

As shown above, 15% of the respondents said that weak internal control system was

the reason for the failure of some revenue collection strategies. Internal control

system enables proper functioning and ensures quality performance in any

institution. Weaker internal control gives dishonest official a loophole to manipulate

various functions for their personal benefits. High revenue collection therefore

depends on the effective control system and vice versa

4.6.3 Lack of Working Tools and Equipments

When the respondents were asked why some strategies of collecting revenue fail, 5%

of the respondents said that factor like lack of working tools and equipment lead to

the failure of some revenue collection strategies in Temeke Municipal Council. Even

for highly motivated workers, it is impossible to perform effectively without

necessary working tools. It is therefore mandatory for the authority to provide all

necessary equipment for revenue collection process.

4.6.4 Lack of Job Training;

Ten percent (10%) of the respondents said that lack of job training may cause the

failure of some revenue collection strategies. It is obvious that new ways of doing

things, such as businesses are emerging every day, and these need new strategies for

dealing with them, it is important therefore to provide on job training to revenue

collectors in order to up date their knowledge on effective modern ways of collecting

revenues.
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4.6.5 Lack of Motivation among the Revenue Collectors

Five percent (5 %,) of the respondents said that lack of motivation among the

revenue collectors was the reason for failure of some revenue collection strategies.

Motivate workers usually work very hard and can endure and work on various

challenges that may happen. Hence, it is important design a plan to motivate the

revenue collectors in order to make them work more efficiently. This may result in

high revenue collection.

4.6.6 Lack of Reliable Transport

When respondents were asked why some strategies of collecting revenue failed, 5%,

of the respondent said that lack of reliable transport to revenue collectors could be

the reason for the failure.. This is because revenue collectors had hardships when

collecting revenues due to lack of transport facilities. Due to this situation the

revenue collected became low

4.6.7 Political Interference

Ten percent (10%) of the respondents said that political interference caused the

failure of some revenue collection strategies. Revenue collections in some areas were

stumbled due to some political decisions. Some of these decisions were intended to

please and win political sympathizers of some leaders.

4.6.8 Inadequate Updated Tax Payers Database

Ten percent (10%) of the respondents said that inadequate update tax payers’

database failed some revenue collection strategies. It is so hard to identify the exactly

number of tax payers if the database is not being updated. This may cause the

revenue collection strategies fail.

Figure 4.4 below, presents a summary of the reasons for failure of some revenue

collection strategies
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Figure 4.4: Factors For the Failure of Some Strategies in Collecting Revenue

Source: Data from field, 2013

4.7 Effective Revenue Collection Strategies.

The questionnaires were administered to revenue collectors and revenue collecting

agents of Temeke Municipal Council. The responses indicate that, 51% of

respondents preferred the use revenue collectors while 46% of respondents were in

opinion that the use an agent was more effective than using council staff.
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However, more scrutiny indicates that it is more prudent to use both strategies in

collecting the revenues because as the findings revealed, the success of the strategy

depended on various factors. In some sources of revenue, revenue collectors were

successful and in some sources, revenue collecting agents were doing well.

4.8 Improvement of Revenue Collection in Local Authorities

In order to improve revenue collection at Temeke Municipal Council, it is suggested

from this study that, the council authority should plan appropriate ways to ensure

efficiency in revenue collection process. For example, it is important to analyze and

evaluate source of revenues before outsourcing in order to establish their viability.

This implies that the Municipal authority should project the estimates to the future

sources increasing potentials. The council should enter contract with more flexible

terms to allow it to demand more revenue when there is an increase in sources.

Another means for improving revenue collection is by motivating the revenue

collectors, for example, by providing them with incentives in forms of cash or in

kind upon meeting revenue collection targets.

Moreover, there should be enough tools and equipments for collecting revenues. This

will help the revenue collectors to attend every tax payer easily. The authority should

also provide revenue collectors with more reliable transport; this will allow them to

visit as many sources as possible at any time even in more remote areas. Another

improvement can be on aspect of database. The local government authority should

update the tax payers’ database to raise awareness to both tax payers and revenue

collectors. Important information about the tax payers should always tell the current

condition of every tax payer; this will help to establish whether he should pay more

or whether he needs reduction if his business is not doing well. Finally, the authority

can improve revenue collection process by establishing adequate bylaws to guide and

protect both customers and revenue collectors during the process of collecting

revenue for the council.



58

4.9 Summary

The chapter discussed the research findings. Two strategies for collecting revenue in

Temeke Municipal Council, namely collecting the revenue through the council staff

and through the agent were assessed. The study identified that to collect revenue

through council staff was more effective than through the agents. The findings show

that 51% of the respondents favored collecting revenue using council staff. Although

this strategy has its drawbacks, its benefit far outweigh the drawbacks, it therefore

needs to be improved for better results in the future. The next chapter presents a

summary of the findings, conclusion, and policy implication of the findings.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATION

5.1 Introduction

This chapter presents summary, conclusion and policy implication of the findings in

this study.

5.2 Summary of the Study

The study sought to investigate the revenue collection strategies in Local Authorities

using Temeke Municipal Council as a case study. In order to achieve this general

goal, three guiding research objective were formulated. These appear in Chapter One

and are repeated here below:

(i) To assess revenue collection strategies used at Temeke Municipal Council.

(ii) To investigate if are there any revenue collection strategies which have

proved failures in collecting revenues at Temeke Municipal Council.

(iii) To investigate the reason why some strategies for collecting revenue fail

Guided by these research questions, the findings show that that to collect revenue

through council staff was more effective than through the agents. The findings show

that 51% of the respondents favored collecting revenue using council staff.

Collecting revenue through the agents was blamed for causing loss to the council.

The agents usually pay a fixed amount even when the sources increase. However, in

some cases some revenue collection strategies failed. Several reason for the failure

was identified, namely poor rules and regulations to guide revenue collection

process, weak internal control system, lack of working tools and equipments, lack of

job training, lack of  motivation among the revenue collectors, lack of reliable

transportation, political interference, and inadequate update of tax payers database.
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In order for the municipal council to overcome these problems some solutions were

suggested, including motivating the revenue collectors, provision of enough tools

and equipments for collecting revenues, providing revenue collectors with more

reliable transport, and updating the tax payers’ database to raise awareness to both

tax payers and revenue collectors.

The study focused in Temeke Municipality. A sample of 100 respondents was

selected through both probability and non probability sampling procedures. . The

main data collection methods were questionnaires and review of various documents.

The collected data were presented, analyzed, and discussed.

5.3 Conclusion

In respect to research questions under this study, the study revealed that, current

performance of Temeke Municipal Council as far as revenue collection was

recommendable. The council used two revenue collection strategies, which are using

the council’s revenue collectors and revenue collecting agents.

Both strategies had strength and weakness as indicated in the research findings.

There some sources which revenue collecting agents proved to be successful and

there some areas which they proved failure. The same was for the case of council

staff revenue collectors they performed well in some areas and did poorly in other

areas.

Therefore, the council needs to do some feasibility study before subjecting the

revenue sources to either revenue collectors or revenue agents for this matter. The

council needs to continue using both strategies depending on the circumstances.

Moreover, some of the strategies which the council can use to enhance revenue

sources include providing education to the tax payers, identify new sources of

revenue, to assign competent revenue collectors, and make regular follow-up to

revenue collecting agents to make sure that they comply with the established tax

systems.
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5.4         Recommendations

5.4.1 Policy Iimplications

The policy implication for this study is divided into two areas, that is, what should be

done in respect to outsourcing and also, what should be done in respect to revenue

collecting agents.

5.4.2 Outsourcing

(i) The council should make sure that, all contracts with agents takes

only one year, only; longer term contract should not be entertained.

(ii) The council should continually monitor revenue collecting agents so

that they continue abiding to the rules and regulations. Leaving them

free for a long time they may destroy the established revenue

collecting system.

(iii) Also, the council need to do feasibility study before outsourcing the

revenue sources in order to understand how much is exactly needed to

be collected from that source. This is because sometimes sources are

underpaid by revenue collecting agents.

(iv) Corruption destroys all the strategies for revenue collection; hence,

the council should assign the task of revenue collection to people with

integrity, who can defend the interest of the council. Some council

staff corrodes the system by engaging in corruption practices with

revenue collecting agents.

5.4.3 Using revenue collectors.

These are staff of Temeke Municipal Council; the study recommends the following

to the council:

(i) Some revenue collectors are dishonest; they have two kinds of revenue

collecting receipts, and the council needs to take care of this situation because

more revenue goes to the revenue collectors’ pockets.

(ii) Political interference is also an issue, as many tax payers are given tax

exemption and hence reduce revenue to the council.
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(iii) The council should provide transport facilities to revenue collectors in order

to perform their duty effectively.

(iv) Also, the council needs to train revenue collectors on various techniques to

deal with tax payers who are not willing to pay tax.

5.5 Summary

The study was about revenue collecting strategies in Temeke Municipal Council. The

study found that, the council has two strategies, that is, revenue collecting agents and

council revenue collectors. Both strategies have their own challenges; however, the

success outweighed the challenges as far as revenue collection is concern at Temeke

Municipal Council.
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APPENDICES

Appendix 1: Questionnaire

Survey Instrument on the Perception of Various Stakeholders on the Success or

Challenges of Revenue Collection Strategies in Local Government Authorities in the

case of Temeke Municipal Council.

INTRODUCTION

I am a student pursuing a Masters Degree in Accounting and Finance at the Mzumbe

University. As a partial requirement to the award of an Accounting and Finance

Master Degree, I am required to undertake a research. Thus I am accordingly

researching in to the Challenges of Revenue Collection Strategies in Local

Government Authorities in the case of Temeke Municipal Council. This

questionnaire is designed to collect your views and perception about Challenges of

Revenue Collection Strategies in Temeke Municipal Council.

In this regard therefore, you are kindly requested to answer the questions below so as

to help researcher to accomplish his academic requirement. Please take a few

minutes to complete this questionnaire. This information is for academic purpose

only. The answers will be kept completely and entirely confidential.
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SECTION 1: SOCIO- DEMOGRAPHIC BACKGROUND

1. NAME OF RESPONDENT (Optional) …

2. Age of respondent

Tick in the appropriate Box

Under 25 26-35 36-45 46-55 56-65 Over 65

3. Gender

Male Female

4. Educational background

Primary Form
IV

Form VI College
Certificate/Di
ploma

University
Degree  or
Equivalent

Masters
Degree or
Equivalent

PhD

5. Work experience with your Employer

Up to 12
Months

1-2 Years 2-5 Years 5-10
Years

10-15
Years

15-20
Years

Over 20
years

6. Occupation or Position (please mention)

…………………………………………………………………………………

……………………………………………………………

7. Please mention your responsibilities in Temeke Municipal Council ;

…………………………………………………………………..….…………

…………………………………………………………………………………

8. Have you ever attended any training to performance those activities above?

(i) YES

(ii) No
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9. If the answer is yes what kind of training (Please circle applicable)

(i) In House training

(ii) Off – job training e

(iii) Workshop

Others specify

………………………………………………………………………

……………………………………………………………………….

10 On your views; do you think training help to improve your performance?

(i) YES

(ii) No

11. If answer is yes to what extent (Please circle applicable)

(i) Highly improved

(ii) Moderate Improved

(iii) Slightly improved

(iv) No improved

(v) Don’t know

12. In your opinion what problems associated with Revenue Collection

Strategies in Temeke Municipal Council;

…………………………………………………………………………………

…………………………………………………………….

13. Which revenue collection strategies are used in Temeke Municipal Council?
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14. If you compare the two strategies of collecting revenue by using agents or

revenue collectors; which strategy is best to be used by Temeke municipal

council?

…………………………………………………………………………………

…………………………………………………………………………………

15. How much Temeke Municipal Council gets before using the outsource

strategy?

…………………………………………………………………………………

……………………………………………………………...

16. How much do Temeke Municipal Council get when they started to outsource?

……………………………………………………………………

………………………………………………………………………

17. Are there any revenue collection strategies which have proved failures in

collecting revenues at Temeke municipal council?

…………………………………………………………………………………

…………………………………………………………………………………

18. Which revenue collection strategies are successfully used to collect revenue

at TMC?

…………………………………………………………………………………

……………………………………………………………

19. What should be done to improve revenue collection in local authorities?

…………………………………………………………………………………

…………………………………………………………………………………

20. Do you get any serious challenges in collecting revenue?

…………………………………………………………………………………

…………………………………………………………………………………
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21. What should be done to improve revenue collection using Agents at Temeke

municipal Council?

…………………………………………………………………………………

…………………………………………………………………………………

Thank You for Your Cooperation


