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ABSTRACT
Local Government Authorities collect revenue froiffiedent sources, external and own

sources. The amount collected is used to providelsgervices such as water, education
and health to the public. It is expected that ibwgh revenue will be collected more
social services will be provided to the public. Haer, most of Tanzanian LGAs have
not been able to collect enough revenue and theréfdias been difficult for them to

carry out their activities effectively as expectd@te purpose of this study was to

examine challenges facing Tanzanian LGAs in revealiection.

Kiteto District Council was used as a study caseottduct the research. A sample of 80
individuals was employed from which data was ceddcwhereby information was

obtained by using questionnaires. The informatiofiected was analysed by using
SPSS.

The findings indicated that Infrastructures, Comitwrawareness and employee
motivation affect revenue collections in LGAs.€Bk findings made the government to
consider putting more effort on planning, strategand decision making process in
order to bring about maximum result of their orgations.

This study recommends that in order to improve maeecollection in local government

authorities the following issues should be congidereviewing the current policies on

revenue collection especially to give more revesaerces to the LGAS, to improve

management skills and effective management of huraaources such as improving

motivation schemes to LGAs employees.
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CHAPTER ONE

INTRODUCTION

1.1 Back ground of the study

The term Local Government refers to an Agency degahto provide administrative,

fiscal and other services to the people who resuttéin its territorial boundaries

(Encarta Encyclopaedia, 2002). United republic ahZania constitution Article 146 (1)
provides that LGAs exist for the purpose of cordating and giving more power to the
people. Also, article 146(2) of the constitutionads that objectives of Local
Government are to enhance the democracy procelsmwg area of jurisdiction and to
apply the democracy for facilitating the expeditoand faster development of the
people. LGAs also promote democracy at the grassrtevel by conducting and

organizing various elections at the villages,” aaitand "vitongoji’. However the role

of central government institution is confined tccifidation, policy and regulatory

framework, monitoring accountability by the Localuthorities, financial and

performance audit and provision of adequate grants.

According to Mwaikusa (1985), Local Government ised of Authority or institution
with separate autonomy and legal status distimenfthat of central government with
powers to raise revenue and spend it on the digehairtheir functions as assigned to
them by law. In Tanzania Local Government unitsststnof four major types; City,
Municipality, Township and district Local Authoes (Dryclen, 1968). There are
currently 132 Local authorities, consisting of fauty councils, fifteen municipalities,

nine townships and ninety nine councils in Tanzania

Local Authorities were established in Tanzaniamigipre-colonial period and existed in
colonial era, after independence up to now. Theomnglocal government reform
process dominates the period after 1998 (Ngwilfl02). According to the LGRP



(1999), the main objective of the current reformtasmprove the quality of access to
public services provided by LGAs. The reform atseate an opportunity for Local
Governments to reform their revenue systems atabtoat ways of improving revenue

collection, new source revenue and cost savingsRR , 1999).

Astudy by Fjestad and Semboja (2000) in Tanzaniealed that councils do not have
adequate revenue collection personnel and lac&bielitransport infrastructures. They
also face intentional tax evasion and resistanoen ftax payers, political pressure,

corruption and misappropriation of funds. The stbghMukandala and Othman (2003)

Found that LGAs face poor capacity for actual rexeoollection and administration,
lack of clear demarcation between Local Governnmaerd central Government over
range of taxes. Ngware (1994) in his study fourat tinany LGAs failed to deliver
social services efficiently to their communitiechese they face a number of obstacles
including insufficient funds. However much the GahtGovernment tried to reform
LGAs, enough revenue collection is not yet achiewdong Local Government

Authorities

LGAs have two main sources of fund; external sauraad own sources. External
sources include development and recurrent expeediggrants from the central
Government, funds from the donors and non-goverhmeganizations. While Own
sources include raising fund through collectioniaxtes, fees, licenses, produce cess and
charges. However, insufficiency of revenue colttihas been one among major

bottleneck in achieving their goals.

According to Odd —Hedge (2004) major problems fadincal Government Authorities
is ability to collect enough revenue due to lackrahsparency and accountability. Most
LGAs faced financial difficulties due to the fadtat they failed to mobilise internal
revenue sufficient to deliver effectively socialngees to their communities (Mushi,

2002). In addition, tax payer compliance problemssed by the lack of a uniform local



revenue system also has hindered the systemateciwoh of data on local on local
government revenues. In order to achieve theirsgdadcal Government Authorities

have to establish a strengthened financial vighjieldstand and Semboja, 1998).

1.3 Statement of the Problem

Since their inception most of Tanzanian LGAs havebeen able to become financially
sustainable and therefore it has been difficult tteem to carry out their activities
effectively as expected. In spite of many reformdartaken by the Central Government
which intended to improve the situation in the UdGavernment Authorities, still they
have failed to perform well particularly in aredge@venue collections (Ngware, 1994)
Insufficient revenue collection has been one ofritagor bottlenecks in achieving LGAs

goals. In Kiteto District council, there are hugapg between reported and projected

revenue.
Table 1.1 Revenue Trend for Kiteto District Councilfrom 2007-2008 to 2012-
2014

Year Estimate Actual variance Percentage
2007-2008 135,727,000 134,490,628 1,236,37 0.91
2008-2009 135,727,000 309,889,394 174,162,394 128.3
2009-2010 241,484,000 222,566,211 18,997,78 7.83
2010-2011 565,848,011 479,849,258 85,%8,7 15.2
2011-2012 868,928,000 670,697,517 198,330,4 22.8
2013-2014 1,157,786,000 761,127,639 396,658,361 34.2

Source Medium Term Expenditure Framework (MTEF) 2007-2014

Kiteto district council internal revenue collect®rhave been improving from one
financial year to the nexHowever the proportion of revenue collected agaestimate

is very low.

Some researchers have examined factors which a#feehue collections. Specifically,
they found that (Odd hedge, 2004) lack of trangpareand accountability (Fjestad and

Samboja, 2000), political pressure, corruption amdsappropriation of funds



(Mukandala,2003), poor capacity for actual reveand administration, lack of clear

demarcation between Local Government and CentraéfBment

However, little is known on the influence of indteucture, Community awareness,
employee motivation on revenue collection in Kitddistrict Council.

1.3 Objectives of the study
1.3.1 General objective
The general objective of the study was to assesshhllenges facing Local Government

Authorities in Revenue collection.

1.3.2 Specific Objectives
i) To examine the influence of infrastructures ogvenue collection in Local
Government Authorities.

i) To examine the influence of community awareneasrevenue collection in Local
Government Authorities.

iii) To examine the influence of employee motivation revenue collection in Local

Government Authorities.
1.4 Research Questions

i). How does infrastructure affect Revenue collatsi in Local Government
Authorities?

i) To what extent does community awareness affeevenue collections in Local
Government Authorities?

i) What is the affect of employee motivation irevenue collections in Local
Government Authorities?



1.5 Scope of the study

The study was conducted in Kiteto District CounailKibaya, Dosidosi and Sunya
wards. The reason for selecting these wards wasadii@ving many sources of revenue
which contributes about ninety percent (90%) ofdistrict revenue.

1.6 Significance of the Study

1.6.1 Significance to Academicians

This study will be used for knowledge building toable academicians to use the
findings obtained to various stakeholders on howadldsovernment Authorities can
fully utilise the resources in order to effectivetieliver social services to the
community. Furthermore, the findings will createbenchmark for others who will

conduct research on related topics.
1.6.2 Significance to the policy makers

The study will help policy makers to formulate padis that will help in choosing the
best ways in collecting of Local Government revesaeas to be able to deliver social
services to public effectively.

1.6.3 Significance to the practitioners

The study will raise awareness to the council memliecluding workers and utilise
recommendations given in order to increase reverarermance, accountability and
transparency. Furthermore, the study will help aasi council workers to get insights
into how to be accountable and transparent in n@veollections in order to provide

better services to the community.



1.6.4 Limitations of the study
The study faced the following limitation

i) The time for research was enough to cover thele study population; this factor

limited the number of informants to be reached.

i) Financial constraints also affected data cditet because the researcher financed
herself for intra-transport, stationery costs aredosts of taking enough photos to make

the study enriched.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction
This chapter include reviews of theoretical litarat definition of the key terms related
to this study, current situation of revenue coltatt empirical study and conceptual

framework.

2.1 Review of theoretical literature

2.1.1 Models for Revenue Collection

Revenue collection models provides on revenue dadie. Some of the models to be
discussed include: Social — economic and psychcdbgnodels. These models provide
theoretical implications with regard to revenue rpapts and collections and are

categorized into two: sociological and economic elsd

All of these models mostly provide analysis witlgaed to passiveness of people to pay
levies and handles which are faced by revenueatotie Sociological models provide
explanations on the influence of social factorpéople on paying levies. According to
Hans (2000), the society is dominated by diffepeuple and that results on the practice
of different behavior and perceptions on varioutuitrons’ laws such as revenue
collection. The model insists on the importanceleanliness of the society leader and
in this case, their transparency in paying taxes msirror to other people in the society
and hence positive perception on the revenue c¢miecThus in the model it is
stipulated that if the society is clean in paymehtevies every one in the society will

pay because of fear of social commitment.

The contents in the model are important to thellgoaernment leader and the entire
management that before enforcing laws and by- ldwring revenue collection they
should first ensures that they are paying all reesnwhich they are supposed to pay at

the right time. This will have positive implicatida the revenue payers since it will act



as a motivation and they will develop commitmenvdads payments of taxes / levies.
To the Local Authority, effective revenue collectiwill be realized and thus, they will
be able to implement all socio-economic developnmans stipulated in their budget
(Anderson and Poole, 2004),

In the economic model, the assumption is that human behaviour underlies
economic and that influence the evaluation of the costs and benefit of the given
business or income. The pioneers in this model argue 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

to the revenue to the development of the local authority (Stewart et al,, 1989).

2.1.2 Agency Theory

Arnold (2008) describes an agency relationship tes donflict of interest between
managers and stakeholders. A conflict is a sitaatowhich an individual is required to
act in two or more incompatible ways to achieve twanore exclusive goals (Robbins
and Judge, 2009).The conflict of interest raisesrie® that the management team may
pursue an objective which is beneficial to them bot necessarily beneficial to
stakeholders. In other words in organizations thierenormally a principal agent
problems, and in order to deal with the problemsggpals should always find ways of
ensuring that their agents act in their interest.the case of Local Government
Management Team acts as managers while councstarsl as stakeholders on behalf
of those who elected them (citizens).

According to agency theory (Ross, 1973) relatigmsinises between two or more parties
when an agent acts on behalf of the other part knas a principal in a particular
domain of decision problems. Example of Agency trefship includes company

directors who represent shareholders in the dealitige company's affairs.



Jensen and Mecking (1976) define agency relatipnafia contract under which one or
more persons (the principal) engage a person (@mtatp perform some service on their
behalf. The engagements involve delegating somésidacmaking authority to the
agent. Given the fact that both parties have tbwin interest, there is a good reason to
believe that the agent will not always act in thestbinterest of the principal. The
principal can limit agent divergence from his iet&r by establishing appropriate
incentives and incurring monitoring costs desigt@dimit the deviant activities of an

agent. Incentives given by the principal and momtpcosts are known as agency cost.

2.1.3 Expectancy Theory

Vroom (1964) states the theory of expectancy asstiength of a tendency to act in a
certain way depends on the strength of an expeant#tiat the act will be followed by a
given outcome and on the attractiveness of thatomoe to the individual. This is to say
that behavior is heavily influenced by perceptiohpossible outcome (see figure 1). If
an individual expects a certain outcome, possessdmpetence to achieve it, and wants
it badly enough, he or she will exhibit the reqditeehaviour. If the person expected that
specific behaviour will produce an outcome thabhshe perceives as undesirable, he or
she will be less inclined to exhibit that behavidurthis light a person who knows the
other person's expectation and desires can tailtcomes associated with specific

behaviours to produce motivation.



Figure 2.1 Expectancy Theory

Individual

Individual Organizational Personal
Effort >

performance Rewards Goals

y

1. Effort performance relationship
2. Performance Rewards Relationship

3. Reward Personal goals

According to Isaac, Zerbe and Pitt (2001) expegtdheory explains cause of behaviour
exhibited in the workplace. External rewards aewad as inducing motivational states
that fuel behaviours, as opposed to intrinsic naitons, where behaviors are derived as
consequence of internal forces such as enjoymériteavork itself. The motivational
state of an individual performing a particular taskllustrated by using the following
formula:

M=EXxIxV
Where,
E represents expectancy, | represent instrumengaid V represents valence

Expectancy suggests that people will expend etfibetn they believe that certain levels
of performance are attainable instrumentality dtutsts a perception that performance
levels are related to rewards bestowed. Valenergeb the extent to which the person

values the reward he or she receives.

According to Al (2011) Vroom theory explains whyopée choose a particular behavior
to satisfy their needs. According to them, befdreasing behavior, an individual will
evaluate various possibilities on the basis of much work is involved and what the

reward is. Motivation occurs direct proportion &rgeived or expected rewards.
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2.1.2 Summaries of theories

The theories that have been discussed above inélgdacy Theory which tells about
conflict of interest between managers and stakemsldin connection to Local
Government Managers referred to Management TeanStailetholders as Councillors.
In this study perspective the conflict of interesse between various groups of
stakeholders such as the Councillors and Manageteam, also conflict between
Management team and agents who collect revenueebalfbof the council. Another
theory was Expectancy Theory which pointed out tatkers provides their service to
the organization with the expectation of gettingturn of salary and other benefits and
thus if the expectation of those workers met theeytwill be motivated to perform
better. The theory was related to this study sitiee council use officials such as
Village, Executive Officers (VEOs) and Ward ExewatiOfficers (WEOSs) to collect
revenue on behalf of the Council. These officialgvles their service to the Council
with the expectation of getting rewards in retuherefore they need to be motivated so

as they can perform better.

2.2 Definition of key terms

2.2.1 Revenue

Revenue has been variously explained based ornotitext. For a company, this is the
total amount of money received by the company twds or services provided during a
certain time period. It also include all net saleschange of assets; interest and any
other increase in owners’ equity and is calculdietbre any expenses are subtracted.

Net income can be calculated by subtracting exgeimee revenue. (Jocks, 1998).

In terms of reporting revenue in a company’s finahstatement, different companies
consider revenue to be received, oedrganized, in different ways. For example, the
revenue could be reorganized when a deal is sigmeeln the money is received, when
the services are provided, or at other times. Tlaeeerules specifying when revenue

should be recognized in different situations fompanies using different accounting
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methods, such as cash basis and accrual basithé-government, the increase in assets
of governmental funds that to increase liabilityrecovery of expenditure. This revenue
is obtained from taxes, licenses and fees. Irt liflthese, revenue has explained as the
return to property or investment; income, the iteorsamounts of income collectively,
as a nation, the income taxes, license, etc. aa ofty, state, or nation and the

governmental service that collects certain taxesks) 1998).

Achieving institutional revenue collection is a gahat all non-profit organisations
strive for. Theoretically, this revenue collectionll enable the institution to cover
administrative costs and to prioritise all actediso as to accomplish institution's
mission, without undergoing interminable negotiasiavith donors who may or may not

agree with the vision or with institution's costgentages (Leon, 2001).

According to the meaning given above we can exptawvenue collection in local

Government Authorities as the extent to which LGAable to mobilise adequate
internal financial resources different funds fromvnosource, central government and
donors and ensure that resources budgeted or teitbeae spent on the LGA activities
in an efficient way. LGAs have two main sourcesfwofd; external sources and own
sources. External sources include developmentendnent expenditure grants from the
central Government, funds from the donors and remregment organizations. While
Own sources include raising fund through collecobrdevelopment levy, property tax,
Agricul. cess /livestock levy, industrial cess/Seevlevy, land rent, license and fees,

charges and other taxes and levies.

Methods of collection, most of the Tanzanian Ldéalvernment Authorities outsourced
their revenue collection source to agents on bebfathe councils. Tanzania's LGAs
play an important role in the delivery of publiagees in Tanzania. Local government
authorities collect only 5 percent of all publizeaues and are responsible for about 20

percent of public spending.
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LGAs are expected to contribute 5.2% of total Gowggnt budget from internal sources
while according to the 2010/2011 budget Local Gowent contributed only 2.9% of
the total Government Budget from internal sourdésese percentages show that LGAs
contribute very small amount of the Government®&ltdudget. (Government Budget
speech , 2011/2012)

2.2.3 Local Government Authorities

The term Local Government or Local Authority reféosa Rural or Urban Political
Subdivision within a nation, constituted by law admas substantial control over local
affairs. In Tanzania Local Government units consi$t four major types; City,
Municipality, Township and District Local Authoms. There are currently 132 Local
Authorities, consisting of four city councils, F#n Municipalities, Mine Township and
ninety nine Councils (Dryden, 1968).Local Auth@#iwere established in Tanzania
since pre-colonial period, the colonial era, and period after independence. The
ongoing Local Government Reform process domindtegeriod after 1998 (Ngwilizi,
2002).

2.2.1 Outsourcing revenue collections

Outsourcing revenue collection is the extent toclwhan institution in addition to being
viable, mobilizes its own financial resources intdly instead of depending on
Government or donors. It can be seen as the dawelopof products and delivery
systems that meet client needs, at prices thatr@leosts of providing these financial
services, (independent of external subsidies) (Ryael, 2001). Outsourcing of revenue
collections increases the amount of revenue catlestin the sense that agents who are
entrusted to collect council’s revenue will put rmueffort to meet the estimates of
revenue established in the Contract. The costsaofitoring and supervision of revenue
collection will be minimized if proper outsourcing instituted. Furthermore, when the
council outsources revenue collections transparamcy accountability among council

stakeholders on revenue collected will be improved.
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2.2.2 The Importance of Outsourcing

Outsourcing has become a frequently misundersteod, tand much of the apparent
disagreement over the merits and risks of outsograan be traced to differing
definitions. Outsourcing is essentially a “how”trat than a “what” term; it describes
how services are obtained (Kimund, 2004). Generadytsourcing is that of an
organization contracting with an external sourcesupply a product or service which
was previously supplied from within the organizati®lthough a practice have been
more prevalent in the business area, the outsaudfirvarious institution services has
recently become a persistent and controversialdson. Academic institutions already
outsource many of their operations due to changesconomic and in information
access, are now considering outsourcing as a wayttaeosts and reallocate skilled
personnel. For public education institutions, atemal source for services may be an
agency, a commercial vendor, a food vendor, omdividual working under contract.
And the actual contracted services may range frpkeep of the institution to providing

complete technical services for the institutionsent material (Dunkle, 1996).
According to PSRC, (2000), In Tanzania privatizati@as the following objectives:

. To improve efficiency;

. To increase capacity utilization;

. To offer new employment opportunities;

. To enhance production;

. To bring new skills and technology;

. To open up foreign markets for our products; andntease government

revenue through taxes and dividends

Generally, in Tanzania privatization focus at irasiag the efficiency of the productive
sector, reducing government budgetary cost andeasong revenues to sustain
employment. According to Kejo (2004), privatizatiorought reforms and that aimed at

broadening direct ownership and control of produictssets, and reorienting the role of
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the state. Other importance of outsourcing Accaydon(REPOA March 2008) indicate
following are the importance of outsourcing.

Avoid corruption, hence there is direct interactibatween taxpayers and revenue
collectors so by introducing this kind of collectionay help to reduce if not to avoid it
at all.

Time management, by outsourcing will help the cdutreasury staff may consume
their time attend the other task in the office.

Reduce operation costs of revenue collection; hbgagsing permanent staff costs were

fixed while through private agents it becomes esstl

2.2.5 The current situation of revenue collectiomi Tanzania( NAO)

Mzenzi (2013) in his study Revenue Mobilizationuss in the Tanzanian LGA’s noted
weaknesses on revenue collections outsourced tdsage behalf of the Councils. This
area was noted to reflect unfavourable contractelwhenefited agents more than the
Councils. The ability of the Councils to funds d@peration using internal sources of
revenues is hampered by inadequate internal centngdr revenues collection (Annual
General Report of the CAG on the financial statenwérthe LGA’s for the financial
year ended 3Djune,2010;p.1050).
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Figure 2.2: Councils’ own sources as % of recurrent
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Source: Annual General Report of the CAG on the FinancialteSnents of the LGAs
for the FY 2005/06 to the FY 2009/10.

The above graph shows an increasing trend in trentee not remitted by the collecting
agents from TZS 0.22 billion in the FY 2005/06 ©6SI2.76 billionl in the FY 2009/10.

It is also important to note here that in the sgmeod, number of Councils involved in
this anomaly increased from 14 to 43. Therefore,tGAs normally do not sufficiently
receive even the small share agreed in the revemmteacts. Worse enough, the attempts
to remove the collecting agents were usually haetpey the court injunctions applied
by them. As a result, the Councils have so mangmeg collection related cases, a
situation which depletes the Councils’ revenue efigther through increased legal
expenditures. It was further observed that subsiasmount of the collected revenues

were retained by the collecting agents.
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It was also found that revenue mobilization chaks including, local Tax Base
whereby the current taxation system of the Tanraibaal governments has mainly
originated from the reforms of local taxation mawnl¢he FY 2003/04 and 2004/05. Prior
to that, LGAs had considerable freedom to set tlo#n local revenue structures
including establishing the collection rates char¢gedhe various revenue sources. As
each local government set its own revenue strucagministration costs were relatively
higher (Allers & Ishemoi, 2010), and these, argyahblere transferred to the local tax
payer in form of higher tax rates. Since each lgoalernment had its own structure and
collection rates, it was also difficult to precigelstablish the total income derived from
all local governments in the country. As a restithese, in 2002, the Prime Minister’s
Office-Regional Administration and Local Governme(PMO-RALG) produced
guidelines which rationalised and harmonised theoua sources of revenue (PMO-
RALG, 2002). In attempt to operationalise the glirdss, in June 2003, the Ministry of
Finance (MoF) announced major reforms of local tiaxasystems. In the budget
speech, among other things, the Minister for Fieaalbolished number of local taxes
including the development levy, some licenses faad, livestock cess. Again in 2004,
in what had been regarded as attempt to createafaleoenvironment for business, the

Government abolished local business licences fees.
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Local revenues dropped by nearly 16.2% from TZS %illion in 2002 to TZS 48.3
billion in 2003, and dropped further to TZS 43.8.3%) billion in 2004 (PMO-RALG,
2008).

To compensate for the abolished Development Ledyadher nuisance taxes, the Local
Government compensation grant was introduced in Rie2003/04. Later, it was

referred as General Purpose Grant (GPG) after bemgbined with the Local

Administration Grant. With effect from the FY 20056/ the grant was allocated based
on three criteria, namely, size of the populati@d%), land area (10%) and poverty
count (20%). Although the introduction of the gransured efficient allocation of funds
among LGAs, it was neither sufficiently compensatezl Councils for the lost revenues,
nor was able to treat Councils, especially thosatkd in rural areas, fairly. As Allers

and Ishemoi (2010) commented, “jurisdictions withivealthier population are able to
raise more tax revenue than poor jurisdictions71@). Therefore, the reforms of the
local taxation systems which have been carriechadtlargely left the Tanzanian LGAs
with limited sources of income which are inadequatsupport the increasing demand
of the public services. While it is essential ttiaaalize and harmonize local taxation
systems, sufficient freedom should be left to theur@ils to administer their own

sources of income.

Low Collection Rates, Collection rates charged bg Tanzanian LGAs in various
sources are generally low and are regarded asligtied-or instance, taxes allowed by
the Local Government Finances Act No. 9 of 1982g@&nded) to be charged by the
Village Councils on sources of income derived witthie Village boundaries range from
TZS 10,000 to TZS 20,000 per annum! Similarly marktalls, fish auction fee, crop
cess, auction mart fees, forestry produce cessingafees, and other local taxes

remained very low.
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The local taxation system, arguably, it is respadlesito revise the collection rates
regularly. However, the actual operationalisatibmhes was constrained by a number of
factors, prime amongst which is the bureaucrattanesof the Government system. As a
result, as the evidences suggest, the collectit@s @e not regularly updated and most
of them are out-dated. A recent research conduxydtie author within the four LGAs
in Mainland Tanzania observed that some Councésséll charging market stalls at a
rate of TZS 100 ($0.67) per day! Secondly, at tberil level, the new collection rates
are required to be approved, at very least, byCihwencillors. The general feeling is that,
when it comes to the increase of the collectiortestathe Councillors are usually
sympathetic to their local communities. Combinatainthese issues had significantly
reduced the Councils’ revenues.

Low Awareness of Local Revenue Payefsvareness of the local revenue payers is
very low. Local tax payers lack sufficient knowledgon what type of
products/businesses are subject to local taxeshendverall administration of the taxes
concerned. In some cases, local tax payers dowereaabout the payment procedures,
timing for payment, and even the amount to be pRilated to this is the case where
some tax payers do not precisely distinguish betwee local taxes charged by the
Councils and the national taxes imposed by the di@azRevenue Authority (TRA).
However, the Government is taking steps towards @ahniomaly. For instance, in some
Councils, the TRA is commissioned to collect certgypes of local taxes, such as

property taxes, on behalf of the Councils.

Weaknesses in the Local Revenue Administrationpritgjof the Tanzanian Councils
demonstrate major flaws in the administration aitfown revenues. The two years’
research conducted by the author within the fouAE@ Mainland Tanzania revealed
substantial inadequate controls related to the €i®imevenue. In all of the Councils
visited, virtually all of the revenue related fuocts such as follow-up, recording, and
maintenance of the cash collected, were done by ifEividuals. The shortage of

competent staff existed at the Councils in genarrad, revenue section in particular, did
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not allow sufficient segregation of duties whichpistential for the efficient monitoring

of the Councils’ revenues. Also, unlike TRA whichshput in place the revenue.

Central Government’'s Directivessome of the Government directives are also
responsible for the decline of the revenue raisihijity of the Councils. This largely
associated with the restrictions imposed by the éBuwent on certain sources of
revenue. For example, a decision to abolish thee@gwnent Levy and local business
licenses and permits in 2003 had resulted in a magoline of the total local revenues.
The revenues from the local business licenses amits alone had been reduced by
nearly 54% from TZS 12.1 billion in 2003 to TZS %#ion in the FY 2004/05 (PMO-
RALG, 2008). Similarly, a decision to ban the imgabion of forestry products
announced by the Ministry of Finance had signifttaaffected most of the Councils,
especially those located in rural areas where figregroduce cess accounted for
substantial part of their income. It is also impattto acknowledge that with effect from
July 2011, the business licence fees were reintedilas an attempt to increase the
Councils’ revenue (URT, 2011b). However, the aciomgdosition of the business licence
fees was encircled with the delays of implementataoreason which had contributed to

the reduction of the actual revenue of local goresnts.

For example, as of April 2012, Tanzanian local gowents had collected only 40.8%
(TZS 143 billion) of the estimated revenue of TZ503% billion (URT, 2012). In
general, the constant interference of the Goverhmakes it harder for the Councils to
institute proper planning mechanisms for their aevenues. This has partly caused the
Councils to be less proactive in forecasting anditoang their sources of income.
While it is vital for the Government to play itslecas the custodian of all public sector
organizations, thorough assessment of the Governmieactives on the Councils’
revenues needs to be taken into account to reducecassary negative impact. Study
findings suggested thabecause the revenue raising capacity of the Caunisil

extremely low, there is an immense need for mechasito ensure that they
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substantially increase their local revenues. Is tegard, the Government needs to set
broader revenue targets for the Councils and refi@m the revenue administrative
activities, such as setting and approving of thiéection rates. To achieve this, instead
of issuing the ‘closed list’ of allowed local soas; the Government needs to provide a
list of abolished local taxes and allows the Colsnto charge all other genuine taxes

which are within their area of jurisdictions.

There is also a need to strengthen institutiomeingement in relation to the local
revenues outsourced to the private collecting agénts also worth noting that for the
local sources which the Government allowed the Ci&ito charge their own rates,
majority of them do not have appropriate collectrates. The tendency was to collect
themselves initially in order to establish rate®pto outsourcing. For the sources which
they could not initially collect on their own, thessed ‘guess work’ to determine the

collection rates.

According to local Government Fiscal Review (20dwas found that before the
revenue rationalisation that was announced in JR0@3, own revenue sources

accounted for approximately 19-20% of Local Goveentrfinancial resources,

Since then own source revenues experienced aisegmifdecrease in it importance as a
share of total local Government finances, dropptogonly 14.2% of the total
preliminary estimate by the authors suggest thatglrcentage may fall further to 9 or
even 8 percent for FY 2004/2005 and 2005/2006.

The share of own source revenue in the local Gornem finances would be even lower
(7-8 percent) if we were to take into account ldBavernment expenditure funded

from ministerial subventions .

Before the revenue rationalisation of 2005 the Dmwment levy, agricultural and
livestock taxes and licences and feels (includingimess licenses) were the three

revenue categories that generated the highest y@idlocal Governments, these
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categories for the year 2001. Contributed 21.5%2%8and 16.7% respectively to total
local own source revenue collections; togethery ticounted for almost 60 percent of

local Government revenues. (Appendix II)

Table 2.1 Consolidated local government revenue dettions by source 2001-2004
(Actual collections, in TSHS 1ilions)

Source of revenue 2001 2002 2003 2004 ()
Development Levy 10,994.4 3,179.6 466.2
Property Tax 3,146.4 11,212.0 3,171.5 4,901.2
Agricul. Cess/Livestock Levy 9,321.3 3,542.8 8,9%77. 7,147.2
Industrial Cess/ Service Levy 5,217.1 9,209.2 7024 9,377.1
Land Rent 620.8 742.7 753.2 369.5
Licenses and fees 10,152.8 11,052.8 11,998.7 @201.
Charges 3,141.4 4.041.6 5,042.2 4,389.5
Others taxes and levies 8.620.8 8,866.0 7,421.0 83375
Total 51,215.0 57,752.1 48,267.6 36,436.2

Source: Computed by authors based on PO-RALG data (*) Alired estimate, based

on collections for January-June 2004
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Table 2.2 Consolidated local government revenue dettions by source 2001-2004

(As pertage of total)

Source of revenue 2001 2002 2003 2004 (*)
Development Levy 21.5 6.6 1.3
Property Tax 6.1 194 6.6 13.5
Agricul. Cess/Livestock Levy 18.2 6.1 18.6 19.6
Industrial Cass/ Service Levy 10.2 15.7 16.0 25.7
Land Rent 1.2 1.3 1.6 1.0
Licenses and fees 19.8 19.1 24.9 17.0
Charges 6.1 7.0 10.4 12.0
Others taxes and Levies 16.8 15.4 15.4 9.8
Total 100.0 100.0 100.0 100.0

Source:Computed by authors based on PO-RALG data.

Challenge on local government Own source Revenu@#gs had wide discretion in
structuring their own revenue systems, and localegument revenue instruments
therefore varied widely from council to council. I$gstem was in place to gather data
on revenue collections by different types of lo@lenue instruments or by type of tax
and to analyse local government revenue collectior@ssystematic manner. Tanzanian
expects have suggested that the overall effedteoféforms has been to lower voluntary
compliance by local tax payers and to reduce tkdsmdle by local tax administrators,
thereby causing an overall decline in local revenilne exceeded the direct impact of

the reforms.

2.3 Empirical study

Hyman (2005) conducted a study in United Statesfannd that taxation was the main
source of revenue for local governments; theyinkgame funds from fees and charges
including tolls and charges at state run univiesiand colleges, revenue from public
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utilities (water, gas and electricity) and the bgwstores. However, local governments
had to borrow funds when they could not cover ladlit expenditures from tax and

nontax receipts.

Fjedstand (2003) conducted a study on new chaltefayeLocal Government revenue
enhancement. The aim was to find out the extewtich revenue has been enhanced by
local Government Reforms. His study revealed tbhancils were not able to collect full
revenue due to them because of (1) poor administragpacity to access the revenue
base (2) poor administrative capacity to enforeettixes (3) tax evasion and resistance
from tax payers (4) corruption (5) external presswhich led to of more optimistic
projections and (6) political influence on the adisiration of local generated revenue.
His study suggested that capacity building shoudéd ibtended to administrative
personnel and education be provided to tax payems3o improve those administrative

problem.

Baker Wallevik, Obama and Sola (2002) conductesfudy on the local government
reform process in Tanzania. Their study attemptexeview the changes of the reform
that were taking place at the regional, districtl dmcal levels. One among the areas
reviewed was the area of finance. They reviewedthdrdocal authorities were able to
increase the financial resources available to thEme. study was conducted in Mbulu

District in Manyara Region and in Zanzibar.

Their study identified that LGAs have two sourcésevenue: (1) Grant from the central
Government which is about 80 % of LGAs revenue O@gct local taxes which include
property taxes, crops and animal cess, businesssks, market dues etc. The general
performance in revenue collection (direct localegxhas not been encouraging and
there has been a mismatch between estimates aral esliection A number of reasons
were attributed to this mismatch:

(i) Estimates are put at levels which cannot beiea®d. Related to this was lack of

current and reliable data of tax sources
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(i) The capacity to prepare realistic estimates amstitute cost-effective collection

strategies did not exist in most LGAs

(i) Analysis of several of new revenue sourced plans for their collections were very

rare, consequently misleading information aboutenere collection performance
was normal

(iv) Revenue collection methods were poor andaost effectives. It was even stated

that in some cases the collection costs equalrtoaiat that was collected.

(v) Lack of reliable data concerning taxpayerswa#i as sources of revenue allowed
tax evasion on the part of taxpayers, and teaabrinipe part of the tax collectors.

(vi) No serious efforts have made by LGAs tosstive people about the importance
of paying taxes. Instead threats and occasionallgef were used, thus making
direct local taxes unpopular.

(vi) LGAs lack a culture of openness in terms offormation and reporting
mechanisms, consequently taxpayers receive no de&dbither through their
representatives or through other formal channetsitabow their money is being
spent.

Fjeldstad and Semboja (2000) conducted a studyilemhas of fiscal decentralisation
on Local Government. The study covered on the ¢ags@nd constraints of the local
tax administrations, especially in relation to newe collection, incentive problems and
service delivery. The study was conducted in KibBisrict Council in Coastal Region
and Kilosa District Council in Morogoro Region. Teudy covered all three Council
levels; the district headquarters, the wards arel uilage levels. Information was
collected from a variety of sources and througtied#int methods, and covered staff
members of the tax administration, local politideand taxpayers. In addition, data on
tax revenues for about 50 Councils were collectexnfthe Ministry of Regional
Administration and Local Authorities. Data on cahigovernment taxes were collected
from the Ministry of Finance and Tanzania RevenuethArity, where they also

interviewed officials on the relationship betweendl and central government taxation.
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Their study found that the major administrativelpyeon for Councils was their inability

to realise fully the revenue due to them. The rét@ween reported and projected
revenues differs significantly. The following fardoprovide explanations for the

inability:

(1) Poor administrative capacity to enforce theetaxCouncils do not have adequate
revenue collection personal. There are fewer camltecthan the number of major

revenue source such as market centers. Lack oébtelitransport was further

exacerbated the situation.

(2) Explicit and intentional tax evasion and resiste from taxpayers.
Taxes were widely perceived to be unfair. Taxpagess few tangible benefits in return

for the taxes they pay.

(3) Corruption, including embezzlement of revenuElse study observed that fiscal
corruption is extensive in local authorities. lkeéa many forms and varies by types of
taxes, methods of tax collection and location. Mogimmon type of corruption is
embezzlement of revenues were by tax collectorsadnuinistrators. Factors led to theft
of tax revenues were: Low level of wages paid &ifsthe complex nature of the tax
structure and inadequate controls.

(4) Political pressure on the local tax administrato relax on revenue collection. This
problem was a major impediment to revenue collactioe to the fact that taxes were
generally disliked and councilors who wanted todelected disassociated themselves
from increased taxation. In some cases councilerg \&lso reluctant to raise local taxes
and charges because they are major local landovamndrsisiness people who seek to

minimise their personal tax burden.

Fjestad and Semboja (2000) conducted a studylemutias of fiscal decentralisation

on local government. Another study was conducteiimaha District Council and
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Kilosa District Council in Coast Region and Morogdregion respectively. In the study
it was found that:- (1) councils do not have adéguavenue collection personnel; For
example at the examples market centres where Bgctmis were few than revenue
bases; (2) Lack of reliable transport infrastruetualso affected revenue collection; (3)
intentional tax evasion and resistance from taxepayThe study found that many tax
payers had a perception that taxes were unfairttagyl do not benefit much from the
taxes they are paying from time to time; (4) poétipressure on local tax administrators
also accounted much to the lower rates of revenlieoted. The councilors who wished
to be selected in coming elections tended to impedenue collections (5) Corruption
and misappropriation of funds: the study observédt tcorruptions and fund
misappropriation are widespread in local governsamd affect them adversely in

revenue collections.

Fjestad (2003) in the study on new challenges focal Government revenue
enhancement, aiming at finding out the extent tactwtocal Government revenue has
been enhanced by local government reform progranhid study he discovered that
councils failed to collect full revenue because tio¢ following reasons: (1) poor
administrative capacity to enforce taxes (2) podmiaistrative capacity to access
revenue base; (3) tax evasion and resistance tdapag: (4) corruption on the part of
tax authority staff: (5) external pressure whick k provision of more optimistic
projections; and (6) political influence on the adistration of local generated revenue.
In his study he suggested that the council stadikhbe trained and relevant education

should be given to the tax payers so as to makedI&&ame enough revenue.

Mukandala and Othman (2003) conducted a study imeiBarian local government’s
authorities and found that Zanzibarian LGAs lacKisignt revenue to provide basic
services. They discovered that such a situation wasnly due to the overall
institutional arrangements, but also due to pogacay for actual revenue collection
and financial administration. In their study theyther discovered that there is no clear

demarcation between local governments and centrsrgment over a range of taxes
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such as trade licenses, road licenses, etc. Bsisdused insufficiency of funds as most
of revenue bases are controlled by central govemhnwvhich collects revenues which

would be collected by local governments.

Ngware (1994) conducted a study on challenges dacfaAs revenue collection and

found that many local government authorities failedleliver social services efficiently

to their communities because they faced insufficiends. He also noted that however,
as local government collect revenues from varitiey thormally face many challenges
in the due course as forecasted in their annuajdtsdThe provision of any services in
society entails financial expenses; local authesittherefore must have money to
provide such services. In order to undertake #m&,tNgware recommended that local

authorities need a sound revenue base and prowercfal control.

Ngware (1994) and Liviga (1993) conducted theid&s and found that LGAs needed
to have an appropriate political — administrativeanfework for participation and

national development and proper financial contookhsure smooth revenue collection
and efficient social services provision. The loGdvernment Finances Act no. 9 of
1982 provides for sources of revenue, funds anduress of all categories of Local
Government authorities namely villages, townshigharities, district and urban

councils, procedures for their financial managemeamd establishment of the Local

Government Loans Board.

In the study conducted by shangweli (1998) it waisntl that there are poor record
keeping, collection procedures and regulations wpievent smooth revenue collection.
He also found that there is inadequate human ressucapacity. He clarifies that

although LGAs have number of employee they lackificetion and trainings.

Baker, Wallevik, Obama and Sola (2002) conductesdudy on the local government
reform process in Tanzania. The study was conduot&tbulu District and Zanzibar. It

attempted to review the changes of the reform wWexe taking place at the regional,
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district and local levels. One of the areas revikwas the area of finance. Their study
found that LGAs were financed by Central Governnarihe tune of 80% while LGAsS
contributed only 20% of their total revenue. Thastlier noted that this had been caused
by of relevant and current data, inadequate reveonueces, poor methods of collecting
revenue and lack of culture of openness in termsinédrmation and reporting
mechanisms; consequently taxpayers receive no &e&dbither though rough their

representatives or through other formal channedsialow their money is being spent.

Kuzilwa (2007) conducted a study on optimising rewe collection in Local Councils in
Tanzania. The purpose of the study was to idernhfy administrative efficiency in
revenue collection. The study was conducted in MlifDistrict Council. It was found
that LGAs failed to collect sufficient revenue dtee the following reasons: lack of
qualified staffs, poor recording keeping, and adstiative inefficiency. The study
recommended that amongst the areas that needitopbeved so as to attain optimum
revenue collection is provision of education to toencil staff concerned with revenue
collection in order to properly estimates revendas to them and effectively collect
more revenue and proper record keeping of all cbugsources.

Some council has already started to explore methmdsduce the financial gap caused
by the rationalisation by:

a) Outsourcing revenue collection to private collesteo as to increase revenues
from existing sources such as natural resource uygted which includes
charcoal, wood and other forest products as wdll/astock auction fees.

b) Reducing costs, for example by limiting the numblemeetings and workshops
and by retrenching surplus staff; and imposing nom®t effective spending, for
example on electricity and stationeries. Signifmatwill also help to expand the
tax base, for instance, a long-term strategy inicoty new cash crops,
moreover, co-production of services by councils lmedl communities is on the
rise. For instance, in several councils recentbit@d the increasing number of

primary schools maintained and expanded via sdf-behemes combined with
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technical support from the council. Such measuresveelcomed as well as
promising for the future sustainability of Local thorities ( Fjeldstad, et al
2008)

Many Local Government Authorities in Tanzania ha®rmed their revenu collection
systems in recent years in order to increase tieienue. Outsourcing of revenue
collection is one of such reforms which were enlednay the guidelines on outsourcing
Local Government services issued in 2001 by thesifeat's Office Regional

Administrative and Local Governments. However, gtised collection offers no ‘quick

fix’ to increasing Local Government Authority’'s mwe, as well as easing
administrative problems with the revenue collecti@ollection had increased and
became more predictable for some council which dxgzkrienced substantial problems
with corruption and exceptionally high profit margi for the private agents at the
expense of accomplishing a reasonable return toldbal government authority.

However, when appropriately managed and monitorel dutsourcing of revenue
collection can establish a plat from for more difex and efficient Local Government

revenue collection (Fjeldstad et al., 2008).

Lack of proper training among Local Government Remecollectors has been cited as
one of the problems leading to minimal revenueexbibn in most Local Government

Authorities (LGAS) in the country. LGAs recordedopaollection of revenue because
its personnel lacked proper training in their fielthis is an area that needs to be
empowered with best revenue collection skills tal#a them deliver and improve LGA

revenue collectors, tax compliance would only iaseeif tax payers saw the benefits
accruing from their revenue. Poor property valuatieas another area that led to poor
collection of revenue in Local Government Authesti There is a need to evaluate
before implementation of other steps including sssent and collection. In Temeke

District for example property revaluation conduacter 94 buildings had led to an
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increase of 150m/= revenue, while in Kinondoni Besta revaluation for 294 buildings
recorded an increase of 500m/= revenue (Shekig20da).

The findings of reviewed literature suggest thany&dGAs in Tanzania and other
countries are not collecting enough revenue. LGApedd much on allocation of
revenue from their Central Governments. The litemtreviewed has shown that some
of the causes of failure to collect enough reveate lack of skilled staff, taxation
policies such that Councils do not have enoughmesebases, poor recordings, poor

political pressures and poor estimates.

2.4 Knowledge Gap Analysis

Most of the Studies conducted by various scholasehcovered challenges and
problems facing LGAs in own revenue collection igipy that many studies based
mostly in tax related issues. For example, Mukamdald Othman in (2003) conducted a
study in Zanzibar on good governance strategy aodd that LGAs failed to provide
basic services due to poor capacity for actual mege collection and financial
administration. Shangweli (1998) found that LGAei@ to collect more revenue due to
poor record keeping and inadequate staff. FjestddSgmboja (2000) conducted a study
on dilemmas of fiscal decentralisation of Local @mment and found that councils lack

adequate revenue personnel and face intentionaivision from their communities.

These studies have left other important factorsafchieving more revenue such as
Infrastructures, Community awareness and employaes/ation. Also, other factors that

explain the situation of revenue collections in L$8uch as income diversification,

strategic and financial planning, administratiord dimance, income generation, sound
administration and finance have not been coveréaréffore, under this study apart
from factors discussed by other scholars, some dlegors which might affect revenue
collection and those that explain revenue collecsduation in the LGAs have been

assessed.
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The main issue emerged from previous researchesshatlocal government authorities
were inefficient in revenue collections. This studyl add knowledge on: (1) How to
reduce unnecessary cost on revenue collectionngtance through the elimination of
revenue sources which their expected revenue igHaw their expected cost (2) How to
improve reward system (3) How to improve the compénd tedious collection
procedures through the reviewing and restructuoingxisting rules and procedures (4)

How to improve accountability by addressing theiésef code of ethics council staffs.

2.5 Conceptual frame work

A conceptual Framework can be defined as a basictste that consists of certain
abstract blocks which represent the observatidhal,experiential and the analytical/
synthetically aspects of a process or system beamgeived. The interconnection of

these blocks completes the framework for certapeeted outcomes.

* Infrastructures are very important factor to theaficial sufficiency and
sustainability, if a council has reliable infrasttures such as transportation and
communication networks, well extended electricitypply and social services,
then it will be a good position to raise more ravenand vice versa.

 Community awareness on revenue collections is fatefactor in revenue
collection, it may happen that if society has ededtaenough about it more
revenue will be collected but fail to do so a lbt@sources will be underutilised,

then LGAs fail to reach the targeted goals.
* The role of employees cannot be ignored towardanfiral sustainability, if

employees will be motivated and trained well thareol will be in a position to

generate sufficient revenue and become financsalbfainable.
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After reviewing what other researchers have saidceming the revenue collection
system, the researcher is able to formulate conaéftamework that will summarise
the study in case of independent and dependenables. Revenue collection is
presented in the framework as in figure 1;

Figure 2.3 Conceptual frame work

Infrastructure
¢ Road
e Electricity

A 4

* Office Facilities
e Cars

* Electronic Infrastructure|

Community awareness
«  Knowledge required Revenue collections

e Channel of payment

A 4
\ 4

Employment motivation

* Scheme motivation Plar

* Incentive to workers

\4

+ Allowances

Source: Researcher's conceptualisation (2014).
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents methodologies employed duhiegstudy, the area of study and
reasons for studying the area are elaborated funtire, research design, research
approaches, targeted population, sample size amaplisg procedures are also

explained. The explanations of research technigmesinstruments used during data

collecting and data analysis procedure are disdusse

3.2 Research design

Churchill (200) defined Research design as a framnkewr plan for a study, used as a
guide in collecting and analysing data. It is aeblorint that is to be followed in
completing a study. The study used the survey @gbrdo obtain data and necessary
information required. It was expected that thetegyg would give more insight into the
problem. Survey approach also expected to save damdecosts and give more quality
data needed for the studythis study Kiteto District Council (KDC) was ubas a case
to determiné Thechallenges facing Tanzanian local government autiesrin revenue
collectiorf. The motives for adopting KDC as a case were: tdlenthe researcher to
gain a more understanding of phenomenon, flexybilit respect of data collection
method and to save both financial and time congail he rationale for choosing KDC
as case was that: it is concerned with the pravisicservices to the public which in turn
depend on its efficiency to collect revenue. Typésata that were collected were
primary data. Techniques that used to collect datduded questionnaires and
documentary reviews. Sapling techniques were usesklect individual for inquires.
Both qualitative and quantities methods were useahtilyse data, the purpose of using
both methods being to enable the researcher bet@luellect and analyse all kinds of

data whether numerical or non numerical. Anotheppse was to help the user of the

34



report be able to understand it clearly. In additio that, deductive approach was used

to conduct this research.

3.3 Research Approaches

Qualitative and quantitative research approached dsiring the data collection. Data
collection through employment of qualitative appio@acorporated: sources of revenue,
problems during revenue collection and strategmpl@yed during revenue collection

or tax collection.

Quantitative research approach used to collectgqut@ata such as the amount approved
to be collected and actual amount of revenue delem different years. Quantitative
approach facilitated computation of data into petages as well as tabulations.
Qualitative and quantitative research approachéiewied during the data collection
because they bridge each other and there was earcaswhich was pure quantitative.
Employment of both qualitative and quantitative e@sh approaches enables the
researcher to benefit from conversations with redpats through interviews

(qualitative) and the reward of numbers (quantiggti

34 The study area

The study was conducted in Kiteto District —Manysegion, where by 3 wards namely
Kibaya, Dosidosi and Sunya were involved. The wtatka was selected since they
comprise major source of revenue in the distritte Breas have famous trade centres

where by various economic activities are beingiedrout.
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3.4 Targeted population

Considering time available for research, the ta&depopulation was involved
unemployed, local governments such, Business pefsamers/ Peasant from Kiteto

District Council.

3.5 Sampling Procedures

Sampling procedures can either be probabilistioar probabilistic. Probabilistic is a
procedure in which every individual has equal cleant being selected in a sample
while non probabilistic is a procedure in whichpesdents are selected by researcher’s

discretion through technique such as judgmentabavenience sampling.

In probabilistic sampling technique, the researchast guarantee that every individual
has an equal opportunity for selection and thistmamchieved if the researcher utilises
randomisation. Compared to my study many researbbhee been using probability

sampling as a method of collecting data this methioals advantage where by every
member in a group have an equal chance of beirgtsel, due to the nature of works of
other researchers and environment on which reseamntiucted and nature of outcome
needed which makers proper to use probability sagpl'he method has the following

advantages which are: the absence of both systearatisampling bias.

If random selection was done properly, the sanpltherefore representative of the
entire population, the effect of this is a mininsalabsent systematic bias which is the
difference between the results from the sample thedresults from the population.

Sampling bias is also eliminated since the sub@esandomly chosen.

In this study non stratified sampling under probstic sampling were used.
Respondents were divided into homogenous groupnemployed, local government
workers, business person and famers/peasant. yiggsaf sampling was used since it

assures the researcher to be able to represeminhothe overall population, but also
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key subgroups of the population, especially smahamity groups. Information was

collected from respondents though providing thei\guestionnaires.

3.6 Sample size

A sample is a group hopefully representative of gbpulation intended to be studied
and from which one devices generalisation abouptpilation (Bailey, 1994). Sample
size is the number of respondents selected forviete from a research population. It
depends on the accuracy needed, population sipelgimn heterogeneity whether the
sample will be subdivided or not and resourceslabig (Bailey 1994). Also Sanders et
al, (2006) define sample size as the generalisatimmout populations from data

collected using any sample based on probability.

The sample size of the study was 80 respondenteeié involved, unemployed, local
governments, Business person, Farmers/ Peasantlaard from Kiteto District Council
where making a total of 80 sampling size. Thearasas why the number of sample
was selected above was to avoid wastage of time@stdbn large sample, therefore size
selected was sufficient tool to meet the needwv&tidity and reliability of the research

findings

Table 3.1 Sample size

Respondents category Number of employees Percentage
Unemployed 5 6.2

Local Government 26 325
Business Person 27 33.8
Farmers/Peasant 21 26.2
Others 1 1.2

Total 80 100.0

SOURCE: Field data ( 2014)
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3.7 Data collection

Data for the study may be primary or secondaryn&y data are those which are
collected afresh and for the first time while setamy data are those which already
existed in other sources of data (Kothari, 1990)this study information was obtained

through both primary and secondary sources of data.

3.7.1 Questionnaire

This technique involved the distribution of queshaires to various individuals for
purpose of obtaining information concerning revera@lection process at KDC.
Questionnaires contained explanations and instmstof what kind of information was
needed. All closed questions were provided witpacs to be filled by ticking the more
correct answer as perceived by the respondent. #hadpen questionnaires were
provided a space which allowed the respondentsiie gut their explanations. All
qguestions were numbered. The questionnaires wanelatdised to elicit respondent to
yield types of data that was consistent with thedgtso that when tested eliminated
ambiguities and biases. (Bailey, 1994).

3.7.2 Documentary review

The researcher consulted various material recoodirdents such as journals, articles,
acts, thesis and websites. The documentary soweses used because they provided
information which is permanent and could be checkedreviewed by any one.
Therefore, they helped the researcher in the psooésdata interpretatiofKothari,
1990).

3.9 Data Validity and reliability
3.9.1 Validity
Validity is concerned with the question of whethige findings can be proven true with

reference to the problem under investigation (Satmdt al., 2009). If the data collected
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3.11 Data Analysis

According to Mwanje (2001), the nature of the pesblto a large extent dictates the
type of data analysis technique to be used. Thee wlate obtained from both qualitative
and quantitative approaches, therefore, the fitsp sn data processing were data
refining. The data from questionnaires were coded specific categories, and thus
statistical analysis of events and simple staissiach as frequencies and percentages
were employed to summarise the data. The staligtaczkage for social science (SPSS)
computer software was used to analyse the quamgitdata. Findings were summarised
and presented in terms of tables, charts, grapHiaaltly descriptions were done around

major research themes.
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CHAPTER FOUR

DATA PRESEMITION AND ANALYSIS

4.1 Study Findings and Analysis

This section presents findings obtains through tipm@saire and focus group discussion

and documentary review

4.1.1 Profile of Respondents

The total number of 80 respondents were reachedruhts study where distribution of
respondent according to sex included 51 (63.75)enaad 29 (36.25) female. The
population included various group of peoples swglbaal government workers such as
revenue section accountants, ward and village execofficer, business person and
farmers. These diverse groups of people provideth deom various knowledge

experiences in revenue collection.

Table 4.1 Distribution of Respondent According to 8x

Gender Frequency Percentage
Male 51 63.75
Female 29 36.25

4.1.2 Age of Respondent
The distribution of the respondents according &rtage is shown in the table below:
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Table 4.2 Age of Respondent

Ag(—_: Categories Frequency Valid Percent Cumulative
in Years Percent
Below 18 6 7.5 7.5

18-30 21 26.2 33.8
31-40 16 20.0 53.8
41-50 18 22.5 76.2
50-60 6 7.5 83.8
61+ 13 16.2 100.0
Total 80 100.0

Source:Field Data, (2014).

The findings from the table reveals that, morent82% of respondents are aged above
18 years which indicate their ability to think amive answers from reasonable
judgement on the various factors concerning revesalkection in local government.
Also, more than 70% are aged between 18-60 yeaishws good representation of

workforce which participates in various economitdites.

4.1.3 Educational Level of Respondent

Level of education determine the ability of a persenderstand and make proper
decision of revenue payment. Dispersion of respotsde accordance with their level of
education shows that, 22, (27.5%) were standarénseand below, 43 (53.8) had
secondary education, 7 (88%) had either certificatdiploma, 5 (6.2) Degree holders
while 3(3.8%) were holders of post graduate studiedifferent levels. This reveal the
true nature of local government population sincesiof residents, workers and small
business people who pay revenue to the local Govemhhad education below diploma

level. The findings are presented in the tablewelo

41



Table 4.3 Educational Level of Respondents

Level of Education Frequency Percent Cumulative Peent
Standard Seven and Below 22 27.5 27.5
Secondary Education 43 53.8 81.2
Certificate/Diploma 7 8.8 90.0
Bachelor Degree 5 6.2 96.2
Post Graduate 3 3.8 100.0
Total 80 100.0

Source:Field Data, (2014).

4.1.4 Experience Level of the Respondent

The study wanted to find out the experience leveespondents as a contributing factor
toward understand of nature and environment of L&vernment Revenue. Findings
reveal that, 12 (15.0%) had experience below orae, &5 (31.2%) had 1-3 years, 29
(36.2%), had 3-5 years, 11 (13.8) had 5-10 yeare\8h(3.8%) had more than 10 years.
This shows that more than 85% of respondents ha® than 1 year of experience in
their career which gave them proper understandatur® of business and its association
with revenue collection in local Government. Theléabelow shows distribution of

respondents according to their level of education,
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Table 4.4 ExperiencelLevel of the Respondents

Experience Frequency Percent C%n;;gz\{e
Below one year 12 15.0 15.0
1-3 Years 25 31.2 46.2
3-5 Years 29 36.2 82.5
5-10 Years 11 13.8 96.2
10+ 3 3.8 100.0
Total 80 100.0

Source:Field Data, (2014).

The table above gives a picture of experience leetspondent which shows that most
of respondents have more than one year experiehiod wuggest that, they are in a

good position to understand the nature of revenlleation.

4.1.5 Working Status of the Respondents

The working status of the respondents is showhertable below:

Table 4.5 Working Status of the Respondents

Status Frequency Percent Cumulative Percent
Unemployed 5 6.2 6.2
Local Government 26 325 38.8
Business Person 27 33.8 72.5
Farmers/Peasant 21 26.2 98.8
Others 1 1.2 100.0
Total 80 100.0

Source:Field Data (2014).
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From the table above it can be observed that, a@®Ut are important stakeholders in
the revenue collection who can give valid data @venue collection in local
Government.

4.2 Effects of Infrastructures on Revenue Collectio

Infrastructure is fundamental factor in revenuelemtion. Mobilisation, collection,

reporting and auditing of revenue depend in variodsastructures including, road,
electricity, office facilities, cars, and electroniinfrastructure. Efficiency of

infrastructure can influence effective collectiohile shortage and inefficiency of them
can negatively affect collection of revenue

In examining the extent of the infrastructure suppevenue collection, participants
were requested to respond to a number of questibich sought to illicit information

regarding each infrastructure and its impact irenexe collection.

Given the role of road infrastructure in connectimgg revenue centre to another as well
as revenue centres to the central revenue colleppbint, study wanted to examine the
contribution of road to revenue collection. Findinghows that, 12 (15.0%) of
respondent suggested that, road infrastructureribates to revenue collection to the
greater extent, 14 (17.5%) somehow, 49 (61.2%) Isextént while 5 (6.2) not at all.
From the findings it can be observed that, more 26 consider road network to have
low or no impact to revenue collection. This implithat, road network of the Kiteto

District Council does not contribute significanttyeffective collection of revenue.

On other hand, findings from focus group discussi@vealed that, poor road
infrastructure affect revenue collection. Par@eip claimed that, Council depend on
revenue collected from various markets locatecheinterior, where, road transport is
not accessible through the year. This makes wortkessart collection process late and

sometime fail to appear especially during rainyssea
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The findings are presented in table and pie chattelow:

Table 4.6 Impact of Road Infrastructure in RevenueCollection

Scales Frequency] Percent| Cumulative Percent
Great Extent 12 15.0 15.0
Somehow 14 17.5 32.5
Small Extent 49 61.2 93.8
Not at All 5 6.2 100.0
Total 80 100.0

Source:Field Data, (2014).

Figure 4.1Impact of Road Infrastructure in RevenueCollection

m Great Extent m Somehow  mSmall Extent | Mot at All

Source:Field Data, (2014).

Furthermore, the respondent were requested tothateontribution of electricity as

essential infrastructure in enhancing revenue cidle. Specifically, they were
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requested rate the question which asks, “How mbehetectricity infrastructure does
enhances revenue collection”. This was based orgbence of electricity in supporting
the use of electronic equipment and also providgs Which enable offices to work
even in night hours. Findings on the contributidnetectricity in revenue collection
show that, 1(1.2%) indicated electricity infrasttue enhance revenue collection to a
greater extent, 11 (13.8) somehow, 38 (47.5) sexdéint and 30 (37.5) not at all. This is
consistent with Focus Group Discussion findingsalvhindicated that most of the wards
in Kiteto District Council have no electricity wiicmake it impossible to use offices
during the night and limit the use of electroniovzide which could enhance effective
revenue collection. The table and pie chart belbwstrate findings on the impact of

electricity in revenue collection

Table 4.7 Impact of Electricity in Collection of Revenue

Scale Frequency Percent Cumulative Percent
Great extent 1 1.2 1.2
Somehow 11 13.8 15.0
Small extent 38 47.5 62.5
Not at All 30 37.5 100.0
Total 80 100.0

Source:Field Data, (2014).
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Figure 4.2 Impact of Electricity in Collection of Revenue

B Greatextent mSomehow mSmallextent m Notat All

Source:Field Data, (2014).

Moreover, respondents were requested to rate timrilmation of working office
facilities/equipmenin revenues collection. The findings revealed tloaly 2 (2.5) of
the respondents are convinced that, office faediBquipmentenhance revenue
collection to the great extent while 2 (2.5) someh62 (77.5) small extent and 14
(17.5) not at all. This is consistent with Focuswgy discussion finding where, Village
and Ward Executive Officer indicated to have padifice buildings and office facilities
such as insufficient chairs, tables, receipt bgan and even transports facilities which
limit efficient revenue collection.
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The findings are presented in the table and piet tedow.

Table 4.8 Impact of Offices/ Working Facilities/Equpment on Revenue Collection

Scale Frequency Percent Cumulative Percent
Great extent 2 2.5 2.5
Somehow 2 25 5.0
Small extent 62 77.5 82.5
Not at all 14 17.5 100.0
Total 80 100.0

Source:Field Data, (2014).

Figure 4.3  Impact of Offices/ Working Facilities/Equipment on Revenue
Collection

B Great Extent mSomechow  mSmallExtent mNotat All

2% 2%

Source:Field Data, (2014).
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Finaly, the study assessed the availability andrfee electronic system in revenue
collection. Findings from documentary review andu® group discussion shows that,
there is no any electronic system employed in pajfoellection of revenue in the

district. However, findings on the appropriate systfor enhancing revenue collection

is presented in the table and pie chart below:

Table 4.9 Prospects on the Type of Electronic Syst which can enhance Revenue

Collection
Scale Frequency Percent Cumulative Percent
None 6 7.5 7.5
Phone 38 47.5 55.0
Tailor made software 36 45.0 100.0
Total 80 100.0

Source:Field Data (2014)
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Figure 4.4 Type of Electronic System which can enimae Revenue Collection

mNone MPhone mTailormade software

Source:Field Data (2014)

From the findings above, one can notice that, udgshone in revenue collection is
ranked as the most prefferable means which caaneehcollection of revenue followed
by tailor made software while very few/only 7% tksnno any electronic system which
can be used to enhance revenue collection. Thisyithat, there is a great need to
improve means of collecting revenue by turning fromachanical ways to electronic

needs or rather using both methods in collectingnae.

50



4.3 Impact of Community Awareness on Revenue Collgon

Awareness is a crucial factor in enhances reveollection. Decision to pay revenue
can be determined by level of community understagpndn the requirement to pay
revenue and importance of paying revenue. On oflaed, it can be enriched by
knowledge on the type of business/commodities reduito pay revenue and
means/channel of payment. Moreover, trust of petpléhe tax collector as well as
confidence on the proper use of revenue collected support collection. This study
used Likert scale to find out respondents levelhgfeement with various awareness

statements which represent different factors regamliection. Findings are as follow:

Knowledge on the Requirement to Pay Reveffinejng on the peoples’ awareness on
the requirement to pay revenues show that, 1 @r@ngly agreed that, people know
that, they are required to pay revenue 8 (10.0gexhr11 (13.8) neither agreed nor
disagreed, 32 (40.0) disagreed and 28 (35.0) diratigagreed. The findings also are

presented in the table below:

Table: 4.10 Knowledge on the Requirement to Pay Renue

Scales Frequency Percent Clggziztr:\t/e
Strongly agree 1 1.2 1.2
Agree 8 10 11.2
Neither agree nor Disagree 11 13.8 25
Disagree 32 40 65
Strongly Disagree 28 35 100
Total 80 100

Source:Field Data (2014).
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From the findings above it can be noticed more tiA&fo of respondent are either
strongly disagreed or disagreed that people areea@rathe requirement to pay revenue.
The findings are consistent with focus group disaus finding which shows that,

revenue collection is limited by low level of awaess on the requirement to pay

revenue.

On top of the knowledge on the requirement to payemue, awareness on the
importance of paying revenue is another importactdr which can enhance or limit
revenue collection. Therefore, the study explore@nmunity awareness on the
importance of paying revenue through the questieople do not know the importance

of paying revenue”. The findings are presentedhetaible below:

Table: 4.11 Level of Knowledge on the Importance dPaying Revenue.

Scales
Frequency Percent Cumulative Percent

Strongly agree 39 48.8 48.8

Agree 26 325 81.2
Neither agree nor Disagree 6 75 88.8
Disagree 6 75 96.2
Strongly Disagree 3 3.8 100.0

Total 80 100.0

Source: Field Data(2014)

From the table above it one can observe that, 88)4strongly agreed and 26 (32.5)
agreed that people do not pay revenue becauseditheyt know the importance of
paying revenue while less than 12% either disagreestrongly disagred. This is
consistent with the focus group discussion findingsch revealed that, most of people

do not have enough knowledge on the importancegihg revenue.
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To seek further understand on the impact of awasene revenue collection, the
study sought to find out the extent that knowledgehe type of business/product
required to pay revenue to the local Governmentaeod revenue collection. The
result revealed that, 7 (8.8) strongly agreed pleaiple have enough knowledge on
the type of business required to pay revenue toldbal government, 5 (6.2)
agreed, 5 (6.2) neither agreed nor disagreed 2®)(8fsagreed while 35 (43.8)

strongly disagreed. Questionnaire finding are frrilustrated in the table below.

Table 4.12 Knowledge on Types of Businesses Requir® Pay Revenue

Scale! Frequency Percen Cumulative Percen
Strongly agree 7 8.8 8.8
Agree 5 6.2 15.0
Neither agree nor disagree 5 6.2 21.2
Disagree 28 35.0 56.2
Strongly disagree 35 43.8 100.0
Total 80 100.0

Source: Field Data (2014)

The findings above is consistent with focus groigrussion findings which revealed
that, community is not aware of which business/pobsl are supposed to pay revenue as
well as which one is supposed to pay revenue t@draa Revenue Authority (TRA)

and the one required to pay to the Local GovernrAetitority.

Knowledge on the channel of paying revenue canreeeevenue collection, the study
explored awareness of community on the channepéging revenue which indicated
that, 29 (36.2) strongly agreed, that people dgoagtrevenue because they do not know
the right channel of paying revenue while 32 (4@&@)eed. 11(13.8) neither agreed nor
disagreed, 5 (6.2) disagreed while 3 (3.8) strondigagreed. The findings are
summarised in the table below:
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Table 4.13 Community Awareness on Channels of PaygrRevenue

Cumulative
Scales Frequency Percent Percent
Strongly Agree 29 36.2 36.2
Agree 32 40.0 76.2
Neither Agree nor Disagree 11 13.8 90.0
Disagree 5 6.2 96.2
Strongly Disagree 3 3.8 100.0
Total 80 100.0

Source:Field Data (2014)

On other hand findings from the focus group dismmsshows, that revenue collection is
limited by the low awareness on the channels fgingarevenue. One of the participants

in focus group discussion claimed that:

“There are many small business holders who do notkwhere and how
they can register their business and how to pagmae. Based on the
fact that revenue collectors do not reach themirthevenues remain

uncollected”.

Despite the contribution of the awareness in regerullection, trust to the collector and

the use of the revenue collected can affect witless of people to pay revenue. This
study assessed the impact of trust to the reveallector on the payment of revenue.

Findings reveals that, 33 (41.2) strongly agreed pieople are reluctant to pay revenue
because they do not trust the tax collector, 318)3&greed 4 (5.0) neither agreed nor
disagreed 7 (8.8) disagreed while 6 (6.2) strodigagreed.

The findings are illustrated in the table below.

54



Table 4.14 Awareness on Channels of Paying Revenue

Cumulative

Scales Frequency Percent Percent
Strongly agree 33 41.2 41.2
Agree 31 38.8 80.0
Neither agree nor disagree 4 5.0 85.0
Disagree 7 8.8 93.8
Strongly disagree 5 6.2 100.0
Total 80 100.0

Source:Field Data (2014)

From the table above it can be observed that pewplaot confident with the revenue
collector. This is consistent focus group discusdindings which revealed that people
claim that the tax collector do forge the receiftickh cause the collected revenue not
reach a the right place therefore, demoralise getmppay revenue. The finding further

portray that, revenue collected are not used fer right purpose. One woman who

introduced herself that she sells cereal cropberdistrict market declared that;

Sometimes we are reluctant to pay revenue sincareveold that revenue

collection will be used to improve sanitation inrguarket area but still

the market is dirt. Rubbishes are not collectedhanright time and even

during cleanness they do not perform it properlguan observe the bad

smell coming from the rotten rubbish due to improméeanness.

Therefore, make the revenue payer to think thaemee collected is

beneficial to revenue collector rather than to theal government and for

the community development.

4 .4 Effect of Motivation Revenue Collections in Loal Government Authorities

Motivation is vital for the effective revenue cdat®on. This study investigated

motivational factors such as employee compensatimployee management and award

in revenues collection. The find are as follow.
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Impact of compensation on revenue collection; tiuelys assessed the contribution of
revenue workers compensation in revenue collecioth the findings revealed that, 4
(5.0) of respondent indicated that, compensatidraece revenue collection to the great
extent, 12 (15.0%) somehow, 49 (61.2%) small exéent 15 (18.8%) not at all. The

findings are further presented in the table below.

Table 4. 15 Impact of Compensation in Revenue Cotigon

Cumulative

Scales Frequency Percent Percent
Greater 4 50 50
extent
Somehow 12 15.0 20.0
Small extent 49 61.2 81.2
Not at all 15 18.8 100.0
Total 80 100.0

Source:Field Data (2014)

These findings are consistent with Focus Group Udision which revealed that, poor
compensation of workers discourage them from ctitigaevenue. Adam Mbinga one

of the Village Executive officer commented that,

We are paid very low salary and yet we are paidatowance from Local
Government Own Source which we are collecting.wdlaces can not only
help to boost our income but also encourage usliec more revenue since

allowances come from what we produce.
Further urged that,

Some company has been outsourced to collect revmnbehalf of the council,
but their workers are paid very low to the extdrdtf they can’t afford even to
buy lunch. This causes some of them to receivéa bnd allow people to pass

in gates without paying revenue as well as in marke
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According to the Kiteto District council Annual Rap 2013, the type of revenue which
is collected through outsourcing includes, busastamd district markets.

Impact of managements in revenue collection; mamsagied supervisor have the role to
motivate and promoting working morale to their wenk Motivation can be in form of
verbal praise, encouragement, counselling, provisaf award/reward for best
performance and even appreciation from good workdifgs on the impact of
management approach in enhancing revenue collecti#als that, management style
of the district and revenue collection agents doets motivate workers in revenue
collection. 7 (8.8) of the respondent who werenaared the question on the impact of
management in promoting revenue indicated to erghaocthe great extent while 8
(20.0) somehow, 50 (63.5) small extent and 15 (1808 at all. The findings are further
presented in the table below:

Table 4.16 Contribution of Management on Revenu€ollection

Scale Frequency Percent| Cumulative Percent
Greater Extent 7 8.8 8.8
Somehow 8 10.0 18.8
Small Extent 50 62.5 81.2
Not at All 15 18.8 100.0
Total 80 100.0

Source:Field Data (2014)

Based on the fact that, award/reward for best pmdace is an important form of
motivation. The study explored the existence ofraim@ system for the best revenue
collection. Findings from the Focus group discussevealed that, there is no any form
of reward offered neither to the best revenue ctila centre nor the best workers in

revenue collection.

The study further assessed the need for awardimgpnoving revenue collection and
the form of award which will improve revenue cotiea. The findings revealed that,
92% of the respondents said “yes” to the questiorwbether rewarding system can
boost revenue while only 8% said no.
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The findings are presented in the table figurewelo

Figure 4. 5 Need for Award Scheme in Enhancing Remeae Collection
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0% . ]
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Seriesl

Source:Field Data (2014)

Moreover, findings on the preferable form of awdod the best revenue collection,
show that, 2 (2.5%) indicated verbal praise, 12.QL%rize in form of medal or
certificate, 33 (41.2) Reward in cash/valuable fstidnd 33 (41.2) retain certain
percentage of revenue at collection centre. Thidien there is a greater need for award
system in order to promote competition in revenakection and the mogproffered
reward is retention of certain percentage of ctitbec at the collection point and
provision of reward in form of valuable staff whickceived 41.2% each. The findings

are further presented in the graph below,
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Figure 4.6 Preferred Form of Reward in Boosting Regnue Collection
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CHAPTER FIVE

DISCUSSION OF FINDINGS

5.1 Impact of Infrastructures on Revenue Collectios in Kiteto District Council

Infrastructures are a critical aspect in revendkection. Road networks are required to
operate in all seasons in order to enable reveollectors and management to rich
collection centres and report all revenue collexito central point. On the other hand,
electricity enables offices to work efficiently pyoviding light, providing power for the

electronical devices that are used in various effioperation. Furthermore, offices
enhance recording and management while cars &eilimanaging transportation of

workers in collection of revenues and managemettietollection activities.

Findings on the impact of road infrastructure owereie collection shows that, more
than 66% respondents are convinced that the itastppevenue collection either at
small extent or not at all while 15% indicated thee great extent” and 17% indicated
“somehow”. The findings are consistent with obstoraand focus group discussion
findings on roads where, most of them are rough lanided to support transport for
only dry season of the year. This implies thatdraarastructure is among limiting
factors in revenue collection. Therefore, it hiredre effective collection of revenue in
Kiteto District Council. The finding is also conwat with Semboja’s (200) findings
which revealed that, poor road infrastructure was of the factors that limit effective

revenue collection in Kilosa and Kibaha Districuoail

Electricity is another infrastructure assessed wrnbe study. Current technological
development depends on the use of the electronidcete in processing and
communicating revenue information as well as lighting night and even some day

hours. Findings show that, more than 80% of respotsdare convinced that, electricity
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enhances revenue collection either to a small éxtenot at all which implies that, the

impact of electricity in revenue collection is vdoyv.

This is consistent with focus group discussion ifigd where participants claimed to
lack electricity in their village and even somelagles which have electricity their

offices are not connected.

Offices and equipment are essential infrastrucinreevenue collection. The findings
reveal that, 90% of respondents indicated themrmt@mece revenue collection to either
small extent or not at all. The findings are cotesis with Focus Group Discussion
findings where most of the respondents claimed doekperiencing lack important
equipment and facilities for revenue collectioneTiespondents emphasised on having
poor offices which affect their work. Moreover, yhaaimed experiencing poor and lack
of offices including shortage office furniture alivas computers, receipt books and
files. They further reported on failure to establislectronic database for revenue
collection and difficulties in retrieving data bdsen manual file. The effect of these

constraints leads to inefficiency in collectionrefenue.

The findings above are also consistent with thelifig on the need for electronic
systems in enhancing revenue collection. 47.5%catdd that electronic system through
telephone can be a good means of remitting revernile 45% showed the need for a
tailor-made software which can enhance revenueed@dn. This will streamline the

process of collection and hence increase reventleetbocal Government.

5.2 Impact of Community Awareness on Revenue Collgon

Community awareness is a key factor on revenuedodn. Payers need to understand
what to pay, where to pay, when to pay as wellhasitnportance of paying revenue
himself and to the community. However, payer muavehreasonable trust to tax
collectors and must be convinced that, the amoaiat i3 going to be used for the right
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purpose. Finding on the community awareness orrdfeirement to pay tax revealed
that, only 9% of the respondents either stronghgeagr agree on that. The community
is aware of the requirement to pay revenue to tleal|lGovernment while about 60%
said either strongly, disagree that, community haweugh knowledge on the need to
pay revenue. This implies that, the community has been well educated on the
requirement to pay revenue. Therefore, educatiomecuired to be given to the

community on the need to pay revenue. This isisters with Kuzilwa’'s (2007) views

whereby he recommended on the role of councillas staff to educate the society on

the requirement for revenue payment.

Not only understanding the requirement can enhamsenue collection but also
knowledge on the importance of paying revenue.iRgglon the community awareness
on the importance of paying revenue revealed 6% of respondents either strongly

agree or agree that community is not aware ofrtiportance of paying revenue.

This implies that, revenue collection in Kiteto Dist Council is limited by the low

level of awareness of the importance of paying meee

Knowledge of the channels for paying revenue; Hffeoess in revenue collection
depends on the understanding of the channel of eatymf revenue. However, the
finding shows that community is not aware of therghels of paying revenue. The
problem is critical in the interior where small mess owners have low exposure on
revenues collected by local Government and thodleated by Central Government
through TRA. Therefore, most of local businessesrart registered hence pay revenue

occasionally.

In spite of the awareness, community trust to the dollectors plays crucial role in
boosting revenue collection. Payers require noy tmhave knowledge but also to trust
the collector and proper use of the revenue catedfindings reveal that community is

not confident with the collectors of revenue aslves the usage of the collection.
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Findings on Focus group discussion show that, éeenpeople who are aware of the
channel and importance of paying revenue are diaged due to lack of trust on the
revenue collectors. There are a lot of claims agifg receipts which create a picture
that, some of the collections do not reach theiredudestination. Moreover, misuse of
funds constrains the collection. Power sanitatiod social services provided by local
government indicate the improper use of funds leyltical authorities which lowers the
morale of the people to pay revenue even thoseumderstand the importance and the

channel for paying revenues.

5.3 Impact of Workers’ Motivation on Revenue Colletion

The last objective of the study was to find out hgpact of workers’ motivation on
revenue collection. According to the Local Governim8tructure worker’'s salary is
determined and structured by the central Governrtteough budget and paid by the
central treasury. However, Local Government hakaittes to plan motivation scheme
and pay allowances and other incentive to workierexamining the extent to which
workers’ compensation encourages effective cobbectthe respondents were requested
to indicate the extent to which workers’ compersatenhances revenue collection.
761% of the respondents indicated compensatioave Bnhanced revenue collection to
a small extent while 18.8% indicated not at alllyCs%6 indicated to have enhanced to a
greater extent while 15% said somehow. This inspliet workers’ compensation has
low impact to revenue collection. Moreover, Focusug discussion findings further
indicate that, workers are discouraged by low yadend lack of allowances from own
sources collected by local government. This is isteist with expectance theory which
postulates that, strength of a tendency to actdertin way depends on the strength of
an expectation that, the act will be followed bygaven outcome and on the
attractiveness of that outcome to the individuaic8& revenue collection seems to have
no attractive outcome to workers, their performaimceollection of revenue becomes

low.
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Workers’ motivation is not limited to salary andoalance. Management approach to
workers can motivate workers and improve revenudlea®n. LGA revenue collection

team include accountant in the district revenuéice@nd village and Ward Executive
Officers. It includes workers in gate collectiordamarkets who are managed by District
executive director. Findings show that, more th@fo8ndicated management to have
contributed either to the small extent or not &t 8his is consistent with Fjedstand
(2003) which revealed that, councils were not dbleollect full revenue because of
poor administrative capacity to access the revémse and poor administrative capacity
to enforce the taxes. Establishment Award Schenomé of the important motivations
to workers. It promotes competition and raisesitioeale of workers to collect revenue.
This study assessed the availability and need fearé scheme for best revenue
collectors in Kiteto District Council. Findings thugh Documentary review and focus
group discussion revealed that there is no any éapaogramme for best revenue

collection.

However, respondents indicated the need for aselndme where 92% indicated yes to
the question whether, introduction of awards scheare enhance revenue collection.
Moreover, on the type of award proffered finding®w that, 41.2% of respondents
proffered reward in form of cash/valuabe matergadd 41.2% indicated retention of
percentage of revenue at collection centre. Thsig &l consistent with expectance theory
which suggests that perfomance depends on thetattiaess of the expected outcome

which unders this case is a reward from from bestmue collection.
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CHAPTER SIX
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

6.1 Summary of the Findings

This study assessed the Challenges Facing TanzhoGah Government Authorities in
Revenue Collection: A Case of Kiteto District Coilndt specifically assessed the
impact of infrastructure, community awareness arddivation. The General findings
show that infrastructure, community awareness aradivation do not contribute
significantly in revenue collection. Almost all facs measured revealed very low
impact on revenue collection while the trust of commity to the revenue collector is
quite low. The findings further reveal a great néedadopt new method (electronic)
methods in collecting revenue where uses of phaseadceived great favour to enhance
revenue collection followed by introduction of taHmade software in revenue
collection. Only less than 10% of respondents ameviniced that there is no need to
adopt electronic approaches in the collection eénee while the remaining percentage
proposed the changes. This implies that, despite nbed for improvement of
infrastructure, creating awareness on the requinéeued importance of paying revenue
and improvement of workers’ motivation. Districturwil are required to shift from

traditional way of colleting revenue and turn tecttonic approach.

6.2 Conclusion

Infrastructure, community awareness and workersvabbn are significant factors in

improving revenue collection in local GovernmenheTmost important infrastructures
are road, electricity and office building with itscilities. However, community

awareness enhances the decision of workers to pagnue. Moreover, workers’

motivation is too important to be ignored. Sinck tlee above factors have shown low
impact in revenue collection, local governmentsdneeform strategies to improve the

above factor in order to improve revenue collection
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6.3 Recommendations

This study has revealed insignificant contributiaf infrastructure, community
awareness and workers’ motivation in revenue ctiiac Therefore, the following
should be done in order to improve revenue cobectn Kiteto District Council and

other related districts in Tanzania.

Local government council should prepare enough étsdgnd improve collection of all

revenues related to infrastructure especially anatlelectricity office.

On the other hand, local government should estaldis awareness programme and
reach people through public meetings and varioudiarike fliers, radio and television
to educate people on the need to pay revenue smapgbrtance in the development of
the council and the nation in general. Howevery gfeuld make sure that revenues are

used properly in order to encourage the commuaipaty.

Finally, Local Government should introduce motigatischeme which will make the
workers involved in revenue collection to benafttrh revenue collected hence, increase

their effort in collecting revenue.

6.4 Areas for Further Studies

This study covered challenges facing local govemtnre collecting revenue; it did not
cover the situation in central government. Sincazéaia Revenue Authority has not
done enough to ensure effective collection of reeerthe proposed area for further

studies is on the Challenges facing Tanzania revé&uthority in collecting revenue.
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APPENDICES
Appendix |

Questionnaire

Dear respondent thanks for your acceptance to stoareexperience on the study titled

“Challenges facing Tanzania Local Government Authoties in revenue collection”

This is purely academic work and therefore infoiorathat you will provide will be

treated with high degree of confidentiality andstru

Profile of Respondent

I Respondent Characteristics| Tick One Option

1 Sex Male

Female

2 Age Bellow 18 Years
31-40
41-50
51-60

61+

3 Education level Standard seven and below

Secondary education

Certificates/ Diploma

Bachelor degree (undergraduate)

Post graduate

4 Experience (in any career Bellow 1 years

1-3

O Y I I Y O A O
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you are dealing with)

3-5

5-10

10+

Working status

Unemployed

Local Government employee

Business person

Farmer/peasant

0 I U O O

Others
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Effects of Infrastructures on Revenue Collectionsn Kiteto District Council

a) Indicate the extent to which the following infrastture affects revenue

collection
NO. Type of Infrastructures Level of Contribution
1 How does your road infrastructure enhance revenue [ Great exter
collection in your area U Somehov
(1 _Small extint
(] Not at al
2 How much does the electricity infrastructure erdesn [ Great exter
revenue collection 0 Somehow
(1 _Small exter
(] Not at al
3 How does working offices and equipments enhance [ Great exter
revenue collection 0 Somehow
(1 Smadl exten
(] Not at al
Do you use any electronic means/system in collgegnenue? Yed ] ]

If no, which form of electronic system can enhareeenue collection in your area?

Tick one which is most appropriate

i) There is no any need for electronic system foemexe collection

i) Phone

iif) Any other tailor made software for revenue coll@ctwhich suit our

environment
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Impact of community awareness affect revenue colléon in Local Government

Authorities

Indicate your level of agreement/disagreement withfollowing awareness factor that
limit/enhance effective revenue collection in KaebDistrict. (1) Strongly agree (2)
Agree (3) Neither agree nor disagree (4) Disagse&S(rongly Disagree by putting a tick

at the appropriate statement

1 Most of people know that they are supposed to |pay
revenue

2 People do not know the importance of paying revenue

3 Local Government do not collect enough revenue

because people do not trust the revenue collector

4 People have knowledge on type of business |and

product required to pay revenue.

5 People do not pay revenue because they do| not

understand the means channel of paying revenue
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Employee motivational factor that affect revenue clbections in Local Government

Authorities

Indicate the extent to which the following motivatal factors affect revenue collection

in kiteto district council

No.

Factor Level of Impact

Workers compensation encourage effective revenue] Great «ten
1 Somehov
Small extent

Not at all

collection

effective revenue collection Somehow

Small extent

[l
[l
Management style of revenue workers enhance 1 Great extent
O
[l
O

Not at all

V).

vi).

Vii).

Is there any award given for best performanaevenue collection Tick the

appropriate Yes....... No..........

Do you think introduction of award scheme foe best tax collection workers
and their region enhance effective revenue cobeétiyes....... No...........

If yes, which of award can improve revenudlection within the following?
Please, rank them according to scale of preferbpecanging from the best being

lup to 5 being the least.

a) Verbal praise
b) Prize in form of medal/ Certificate
c) reward in form of cash/ Valuable stuffs

d) Retain certain percentage of revenue at the calecentre
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