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ABSTRACT

This research intended to establish the effectnttbduction of electronic fiscal
device on revenue collection in Kinondoni municifyalcouncil. The general
objective was to explore on the effect of electrtdrgcal devices in revenue collection
in Tanzania with some specific objectives of theidgt were to explore on
businessmen perception regarding the effect of BBMseir business, To examine on
the significance of Electronic Fiscal Devices ievenue Collection in Tanzania, To
determine on the challenges facing the introductibrlectronic fiscal device as a
tool for revenue collection ,and to determine theans of improving the adoption of
EFDs as tools for Revenue collection in Kinondoniriipality council in Dar-es-
salaam, to explore on businessmen perception negatde effect of EFDs to their
businesses, to examine the significance of eleictréiscal devices in revenue
collection in Tanzania. The research findings iatkd that there was an increase in
revenue collection associated with the introductadnElectronic Fiscal Device in
Kinondoni Municipality Council. EFD machines carethbe deemed to enhance
Revenue collection resulting from more accurate éRae reporting. It can be
concluded that the classified Taxpayers have adopted complied with the
requirements of EFD machines. The study recommémalsthe tax office should
therefore strive to ensure full adoption of the ERBachines since they increase the

revenue collection.
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CHAPTER ONE
1.0 INTRODUCTION

1.1 Background to the Study

Over the years the main challenge of tax administrichas mainly been through tax
evasion by non- issuance of tax invoices especiajlgmall to medium tax payers,
and since taxation is a very important source cbime of any government for its
development and provision of social services. S8 dompulsory for every business
person and the society in large to pay a rightatathe right time so as to enable the
government to meet the cost of providing socialises .In Tanzania the body
responsible for tax collection is Tanzania Reverughority (TRA) which was
established in 1996. It was hoped that the introdncof EFDS (electronic fiscal
device) would help to curb which situation as salemsaction would now be
monitored electronically. The buyer will be encaged to demand a tax invoice that
will be generated by the EFDs as this is the ordy \& taxable transaction will be

captured (TRA, 2010).

Electronic Fiscal Devices (EFDs) are machines usedusiness for effective
management and control in areas of sales analysisabso stock control system.
These machines were firstly introduced in Italyltatian Ministry of economics in
1980, to keep key financial data such as VAT, statal turnover and owners details
for the tax authorities, then other countries inrdpe and Asia adopted the system
which include Russia, Poland, Bulgaria and Serbfdbania and Georgia
(Dickroman, 2011). The use of Electronic Fiscalidewas also adopted in African

countries like Kenya, Zimbabwe, Ethiopia, UgandaZémia Government introduced



EFD system on®lJuly 2010 aiming at enhancement of tax compliaribiee system

is being implemented in two phases with the filsage planned to cover Revenue
registered tax payers country wide. The secondeplsastended to cover non-VAT
registered traders with turnover ranging from T3#snillion and above per year. So
EFDs machines aims at allowing TRA to get corrat¢s information from business
people, reduce tax collection costs and helpingnegssmen to comply with value
Added tax (VAT) regulation (Tanzania Revenue Auitypr2010). Businessmen
records are also monitored directly from the TareaRevenue Authority
headquarters, a step that eliminates the neegdaance of true reports to customers
(Tanzania Revenue Authority, 2010).Although thessmuences of EFD machines on
tax payers compliance are not documented, EFD mashiave great effect on the

revenue collection.

The question of EFD is considered very instrumemtsl without good revenue
collection the rate of development of the countrgttis done by the government is
reported by several studies to tend to be low. dshsthe researcher intended to
document the consequences of EFD machines on reatlection. This is based on
the fact that the Electronic fiscal device has eagrimpact on revenue collection.
Tanzania Revenue Authority (TRA) has recorded arelsse in value Added tax
(VAT) under the use of Electronic fiscal deviced-[I5).It has been observed that
TRA collected a total of Tsh. 785,882.4 million tine 2009 /2010 financial year.
Before the EFDs were introduced. Comparatively Alaghority collected Tsh.791,

462. 9 million in 2010 / 11financial year, immediiyt following introduction of the

devices (TRA, 2010).Despite the fact that the Raeepollection has increased

following the introduction of the electronic fiscalevices the system is lacking



support from business operators in the country thiglue to the high cost of
purchasing the device. Therefore this may hindéuntary tax compliance and may

result in to a decrease of tax collection percemtag

1.2 Statement of the Problem

There were problem mainly associated with theectitbn of taxes like; Tax evasion,
filing of wrong tax returns and claiming of undess tax refunds. As much as it was
initially looked from such a perspective, a cleaalgsis has to be made to establish if
it also benefits the traders as well. Earlier iatlans are that it assists traders in such
ways as; Saves time initially wasted in per suirigrexords, Reduction in tax
preparation costs for example those paid to tax@ge, Reduction in labour costs
e.g. overtime cost. Good record keeping — incregsefts. Increases efficiency in

businesses, reduces costs of tax refund claims (PR20).

The adoption of Electronic Fiscal Device by tradass a means of processing
Revenue returns has been a court battle for atlorey Traders claim that there were
punitive operating expenses that the TRA is unmgllto bear besides the actual cost
of the machine. On the contrary TRA is of the viiat the EFD machines will help
increase efficiencies in operations as well as @avdRue processing. It is therefore
important to assess the impact of EFD by taxpayepsocessing of Revenue returns
and if their use has also assisted the TanzaniarRevAuthority to collect as much
Revenue as possible. EFD are expected to help ytasparocess their Revenue
returns efficiently without major problems that weassociated with the earlier

paperwork system. The costs of installing and dpegathe machines will be



expected to be correlated with the benefits acgrtintheir use and comparatively

lower than those incurred eatrlier.

1.3 Research Objectives
The general objective is to explore on the eftéahtroduction of electronic fiscal

devices in revenue collection in Tanzania.

1.3.1 Specific Objectives of the Study

In order to achieve the general objective describbdve the following specific

objectives shall be examined.

0] To explore on businesspeople perception regartiagetfect of EFDs to their
business.

(i) To examine the significance of Electronic Fiscavide in revenue collection
in Tanzania.

(i)  To determine challenges facing introduction of ERi3sa tool for revenue
collection in Tanzania

(iv)  To determine means for improving the adoption oDEfs tools for Revenue

collection.

1.4. Research Questions

The study will address the following questions tivdk enable the researcher to come
up with the situation basing on the specific ohyexst described above.

0] What does businessmen perceive the effect of E&Dseir business

(i) To what extent the use of electronic fiscal devitas been significance in tax

collection in Tanzania?



(i)  What are the challenges facing taxpayers on thetskectronic fiscal device
in Tanzania?
(iv)  What are the means that should be taken to impitezv@doption of EFDs on

Revenue collection.

1.5 Justification/Rationale/Significance

The study is intended to be significant in viewttwé following;

Through this study the public will have knowledge the effect of electronic fiscal
device on revenue collection. The study will highti the best way of colleting
revenue. The study will enable the revenue payebetaware of the use of electronic
fiscal device machines. The study will be as a séany source of data to other
researches on the same or related problem. Thg willcenable to avoid the conflict

between business owner and the government

1.6 Study Limitations

In conducting this study, the following limitationgere encountered; The researcher
was faced with financial constraints during thedgtuhat is the cost of conducting the

study and purchase of the study materials and gheemount of finance was not

sufficient to meet the cost of budget of the studiyne constraints was another

limitation that researcher faced, time that i;mgoivas allotted for this study was very

limited due to the fact that researcher is a fulet employee so this hindered a
reasonable sample so as to be able to draw a ngdalntonclusions of the case under

study. The researcher needed to make interviewglage and thus sometimes

researcher suffered from having multiple appointmen very short time to

communicate from one point to another during themad working hours. Poor



reactions from other respondents was another abstdo the researcher, some
respondents were not willing to co-operate and soouwdd not fill the questionnaires

as appropriate and return them on time.

1.7 Organization of Research Report

This is a map on how a researcher organized thainéng part of the research report
after going across the above part then this past discussing about part two, three,
four and final page whereby in part two the redearevas discussing about literature
review and on this researcher covered an overviditeaature, conceptual definition,
Theoretical literature review, empirical literatureview, Research gap as well as
Conceptual and Theoretical framework also on tlaig fhree of research report the
researcher was discussing about Research Methgda@ad on this researcher
covered an overview, Research time line or approadhvey population/area of
research, sampling design and Procedures, methéddata collection ,Data
processing and analysis ,on chapter four researctregred on presentation and
interpretation of the findings where by it includage of respondent ,characteristics of
the respondents ,gender of respondents as welheagftect of EFD on revenue
collection also on the final page the following akown on References, work
plan/Schedule of activities, financial provisioesarch budget, as well as

appendices.



CHAPTER TWO

2.0 LITERATURE REVIEW

2.1 Overview

Literature review means writings and a body oérature that refers to all the
published writings in a particular style on a parar subject (Kothari, 2004).

Literature reviewed typically includes academicrjals, conference proceedings,
government reports, scholarly books authoritatiaaldase and primary sources
sometimes it includes newspaper, magazine othekshdibtms and audio and video
tapes, and other secondary source it also relageproposed study to larger ongoing
dialogue in the literature about a topic fillinggap and extending prior studies. In this
study the review of literature is divided into sparts. Conceptual definitions,

Theoretical literature review, empirical literatureview, Policy review ,Research

gap, Conceptual framework and Theoretical framework

2.2 Conceptual Definitions

2.2.1 Electronic Fiscal Device (EFD)

The device is called fiscal due to the fact thasiintended to trace the economic
activities of every business organization for taxpgmses and report to TRA, thus
ensuring accurate approximation of tax returns. Weountries in the world today
including Tanzania have special laws in place thake it obligatory for everyone
who is selling goods or services to consumers &oash registers (approved by tax
authorities) that have special security features émable the authorities to check in
the reliable way of tax that the retailer has tg @es cited from (lkasu, 2014), So the

introduction of EFDs was due to the problems thatinfy associated with the



collection of taxes like; Tax evasion, filling @frong tax returns and claiming of
underserved tax refunds also problems like wastingme in pursuing of records,

also in problems like high tax preparation costseioiample tax paid to tax agencies
also reduction in labour cost e.g. overtime costods record keeping since this
increases profits, increases efficiency in busieesgeduce costs of tax refund

claims(TRA,2010).

2.2.2 Revenue

For a company this is the total amount of monegirex by the company for goods
sold or services provided during a certain peribds also include all the net sales,
exchange of asset, interest and any other incieas@ners equity and is calculated
before expenses are subtracted also from governpeespective it can be defined as
the increase in assets of government funds thatotiancrease liability recovery of

expenditure this is obtained from taxes, licenses fees as cited from (Mulyalya,

2014).

2.3 Theoretical Literature Review

The theory that is going to guide the study of @ff&# introduction of EFDs is benefit
theory developed by Erick Lindai. The theory stdted Tax levels are automatically
determined where taxpayers pay Tax according to bieefit provided by the
government (Dickroman, 2011).Introduction of EFDacmines is an important part to
consider on how traders will behave towards the etstdnding tax payers
compliance. Taxpayer behavior in response to tamptiance also can be described

through five theoretical views referred to as (Tpreomic deterrence; (2) fiscal



exchange; (3)social influence; (4) comparative tinegt; (5) political legitimacy

(Fjeldstand, Schulz-herzenberg and Sjursen,201@}exs from ( Ikasu,2014).

(1) Economic Deterrence

This theory explains that taxpayers behavior ikigriced by factors such as tax rate,
the probability of being detected and penaltiesasga by the state (Barker,1968) as
cited by (lkasu,2014),the analyst concluded thatesicompliance decisions are based
on an assessment of cost and benefits, high pidlesbiof detection for non
compliance and large penalties for discovered tootawould encourage greater
compliance hence maximizing tax revenue streams.

Also in this theory people carefully asses oppaty and risks and disobey the law
when the anticipated fine and probability of becagight are small in relationship to
the profit to be made through non compliance (Myrp®04) but many researchers
have argued this theory framework as the most g@oite model for explaining tax
behavior the study in the Australia context sugepgbshat taxpayer attitude towards
the tax system and the ways taxpayers feel trdateddtax authority are important in
explaining taxpayer non compliance (Graham et @Q12. The rest of the theories

will be discussed latter.

(2) Fiscal Exchange

This theory tells that the presence of governmeqierditure may motivate tax
compliance from the tax payers(Moore,1998) so abingrto him tax compliance
among society increases with perception of avditgtnf public goods and services
being developed in relation to the tax paid thisli® to the fact that taxpayers are

concerned with what they get in return for thek payments in the form of public
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services so taxation and provision of public gobdsomes a catalyst to taxpayer in

compliant to the tax paid(Ekasu,2014).

(3) Social Influences

It is said that, human behavior in the area ofatiax is influenced by social
interaction in much the same way as other formsbefiavior (Snavely,1990).
Compliance behavior and attitudes towards the yatems may therefore be affected
by the behavior of an individual reference grouphsas relatives, neighbors, and
friends. If a taxpayer knows many people in hisugrovho evade taxes, his
commitments to comply will decline. On the othentiasocial relationships may also
help motivate individuals to comply and shy away &vasion behavior in fear of
social sanctions imposed once discovered (Grash@iBR). This theory to a large
extent, support the fiscal exchange theory andtedpa economic deterrence theory.
The society with government advocating good gowsraahas better chances to

comply with laws and orders including tax laws amz versa.

(4) Comparative Treatment
This theory suggest that, individuals are morelyike comply with rules if they

perceive that the system determining those rulegmizartial. Citizens may not

consider their relationship with the state in awan where both parties are actors.
Likewise they may not think about fellow citizen thut considering their own

relationship with the state. If the state treatdate groups preferentially this may
distort the citizens relationship with the statel dahe group receiving favors. This
theory is more related with the exchange theorywadl because, it addresses
inequities in the exchange relationship betweengdvernment and taxpayers that

results in improved compliance behavior.
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(5) Political Legitimacy

Legitimacy is described as belief or trust in theharities, institutions, and social
arrangements to be appropriate, for the common gécdording to the political
legitimacy theory tax compliance is positively telh to perceptions about the
government’s trustworthiness. Researchers have estef) that, the group
identification deriving from national pride fostersooperative behavior and
willingness to pay taxes. Political legitimacy theas also related to social influence
theory and comparative treatment theory and, alpstt fiscal exchange while negate
the economic deterrence theory. With exceptiorheffirst theory, the remaining four
theories work towards enhancing individual’s fremdand willingness to pay taxes

voluntarily

Background History of EFDs

These machines were firstly introduced in Ital\ 880 by Ministry of economics for
the purpose of keeping key financial data such A3 Votals, total turnover and
owners details for the tax authorities then otlmamdries in Europe and Asia adopted
the system which include Russia, Poland, Bulgarth$erbia, Albania and Georgia
EFD is a device that is designed to control sahesstock volumes; it enables traders
to establish sales within a specified period ofetinfhe VAT regulation of 2010
requires traders or business people who have leggstared for VAT to remit returns
to TRA, TRA decided to introduce their machinesrder to facilitate the Authority
to enforce a culture of issuing receipts for eveale in Tanzania. As this has been a
long time problem because buyers do not usuallyfaskeceipts when they have

purchased items with the use EFDs. traders aectaldstablish the volumes of goods
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and services sold easily and TRA knows how much \fA$upposed to be remitted

at the end a the period TRA, (2013)

Benefits and demerits of using EFDs

To the user of EFD / taxpayer Provides businessriggdor traders as all information
entered in to the machine stored into a fiscal nrgncannot be erased or altered.
Hence the trades can keep of all business transacEnhance fairness in tax
assessment as all tax information transmitted tcA T9ystem automatically and
service objective or disputes. Minimize pilferaggemmonly practiced by unfaith
shop attendants. Easy to retrieve sales and stoefpots weekly,
monthly,(Karongo,2014). Easy to operate by usersuser can opt to use either
Kiswabhili or English language. Security of the imess information once stored in a
fiscal memory cannot be erased Karongo,( 2014).Moday of keeping records as
compared to manual records. Access to genuineptscevery time a purchase is
made. This enables the buyer who is a businessmamoperly account for any
particular item especially during termination oftlaxable income or deductible

expenditure Karongo,( 2014).

Reasons for Introducing EFDs in Tanzania

Generally the EFDs were brought into use to enadBA realize its ultimate goal of

tax revenue enhancement and collection to capbasigls this is due to the fact that
registered taxpayers in Tanzania despite its sacetfi had many challenges
including management of repayment claims was fecdif issue. Some of registered
taxpayers were not issuing tax invoices. It wasefoge expected that the effective

use of EFDs would revolutionize and modernize axpayers and income Tax
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administration systems and ultimately attain insegagovernment revenue collection

Karonga, (2014).

EFDs Success

Revenue collection has been growing year after gearto increased sensitization
and enforcement on the use of EFDs in recordingsshnsactions. Just four years
after the introduction of EFDs regime as a tool fewvenue enhancement we have
witnessed a growth of about 73% revenue colleagtiazur country Kongoro,( 2014).
Table 2.1 shows the Vat collection performance teetnd after the introduction of

EFDs.

Table 2.1: EFD Comparative Analysis

Year Vat collection
2002/ 03 — 2005/ 06 2,190, 592.8
2006/ 07 — 2009/ 10 4,537,021.7
2010/11 -2013 /14 7,860,843.3

With enough sensitizations and enforcement on EfDs my belief that we will

realize our ultimate goal of tax revenue collec$ianits capacity levels.

EFD Challenges

Despite the success, the regime is still faced wiéhfollowing challenges; Little or
no culture, among Tanzania of demanding fiscalip¢edor every purchase made
from their resellers; Resistances by phase Il teade acquire and use EFDs.
Reluctance by some traders to issue corrects fiscaipts and sometimes not issuing

receipts for some sales creating potential formaedosses to the government.



14

Claiming of underserved VAT in put Tax by dishonéstder using ghost fiscal
receipts contrary to the law; Some EFD user’s deiayeporting the EFDs problems
to EFDs suppliers contrary to EFDs regulations. &darDs suppliers delays in
servicing of non working EFDs on time contrary toFE regulations.

Telecommunication infrastructure constraints esplgcin remote areas Karongo,(

2014) .EFD success challenges and the way forwardrigo,( 2014).

2.4 Empirical Literature Review

Ilkasu,( 2014) made an assessment of Challengesig-dlce Implementation of
Electronic Fiscal Device (EFD) in Revenue Colleatio Tanzania. The study used
Quantitative research approach in order to testitheries and hypothesis of the study
and the data was collected through structural cqurestires in testing the quality of
services provided by TRA to the registered taxpayeithe course of implementation
on the use of EFD machines. This was due to thietlfet the study was designed
mainly to be conducted to all traders who registefiar taxpayers and using EFD
machines in Tanzania. The study revealed thatpbssible to achieve higher degree

of citizen adoption of e-Government in Tanzania.

However the government needs appropriate stratégiesercome challenges posed
by the issues identified in their study. Also amwthstudy conducted by
Mmanda,(2010) on the study about Introduction @ckbnic Fiscal Device, he said
that, Introduction of Electronic Fiscal Device mexgs is good in that once you enter
information TRA gets information after 24hours arfdone tampers with the
information the machine reports everything. In &ddi the machines keep the

information for not less than five years. After idlis the government that pays for the
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machines, however VAT registered business haveutothem first but when they
install them the costs are deducted from the VA libsinesses are supposed to pay
to TRA. It is only when the amount is paid that thesinesses start paying VAT
Mmanda (2010). Also in the study of the Effectivenef Electronic Tax Registers in
Processing Value Added Tax Returns perspectiven RRegistered VAT Taxpayers
in Kisii Town in Kenya conducted by Magutu, (2018 cited by Ikasu, (2014) the
study aimed to measure the effectiveness of Eleictroax Registers (ETRS) in the
processing of Value Added Tax Returns and to deterrthe extent at which the
Electronic Tax Registers are used by Taxpayersadsudto know what difficulties are
there on using those machines as well as to propwo&sible solutions to the

problems.

Also the study intended to know that the machinas imcreased the speedy and
accuracy on processing the Taxpayers VAT returnsrsthis study the population
under study comprised of 98 VAT Registered taxpayeKisii town according to the
regional KRA offices records which was stratifiedoi, service providers, wholesalers
and large scale retailers and supermarkets so ttity sevealed that Kenya has
witnessed significant changes in many aspects soke@nomy over the last four
decades but like most developing countries it badght with common problems that
plaque tax system of developing countries alsdithely billing of the monthly VAT
returns is attributed to many factors. Another gtadnducted by (Nyasa et al ,2012)
as cited by Ekasu ,(2014) in the study attitudesmployees towards the use of
fiscalised electronic devices in calculating vaaueled tax (VAT) this was A case of
motor industry in Zimbabwe where by the researduerght to find the attitude of

motor industry employees in Zimbabwe towards the o$ fiscalised electronic
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device machines and the findings of the study Hedeahat the machines had
positively impacted on the motor industry throughprovements in tax collection
,saves time in tax collection, reduces direct cant@tween tax collectors and hence
minimizes corruption. Also the study found out teatployees with low educational
level find it difficult to use fiscalised electrandevices since they lack know how on
how best to use the machines also employees nebyatperceived the use of
fiscalised electronic devices because they areama@re of the method and just

resistant to change.

2.5 Research Gap

Other scholars who have done similar studies irecl&ttasu, (2014), Weru at el,
(2013), Duke,(2013) ,Clive, (2011), Mmanda,(2040y Horn,(2003), their studies
have tried to describe the challenges, principlesnefits, advantages and
disadvantages as well as strategies of implemenitiegise of EFDs machines. But
this study under investigation is not going to d&s only challenges, principles,
benefits, advantages and disadvantages, as wsttaegies, but is going to discuss

the effects of introduction of EFDs in the reveraéections.

2.6 Theoretical and Conceptual Framework

2.6.1 Theoretical Framework

The understanding of taxpayer's compliance towdhds effect of introduction of
EFD machines in revenue collection is an impor&age to consider in describing
how traders behave toward the institution and imgletation of EFD machines as
researcher has explained that taxpayer behavimsjpond to tax compliance can be

described through the said five theoretical fouiwaheat
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2.6.2 Conceptual framework

INDEPENDENT VARIABLES DEPENDENT VARIABLE

— Prices of EFD

— Benefits arising from EFDs — Increased of effectiveness

11

—> Fear of being caught in EFD machines

—> Education to taxpayers

—  Number of EFDs to supplied

Figure 2.1: Conceptual Framework

Source: Compiled from the Research 2015

The increased effectiveness in the EFD machindisetdax payers was due to the the
following factors; affordable price of EFD machirtgss made many taxpayers to buy
the machines hence effectiveness increased. Alsy taapayers were provided with

education on the use of EFD machines hence mamayaxs are now aware on the
use of the use of EFD machines hence effectiveimeseased. Also the increased
number of suppliers of EFD machines this had aecetb the increased effectiveness

of EFD machines since many taxpayers were supplittdthe machines.
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CHAPTER THREE

3.0 RESEARCH DESIGN AND METHODOLOGY

3.1 Overview

This study research adopted a survey researclgnjefie research design was
preferred for the study since it allowed the resleer to collect a large amount of
data from a sizeable population in a highly ecormoways ,so according to (Sounders
et al, 2010) this research strategy allowed catlacbf data through questionnaire
administered to a sample and data that collectethis design has been used to
suggest possible reasons for a particular reldtipas between variables and

produced modals for these relationships.

This research design therefore is relevant forsthedy as it enabled the researcher to
take control over the research process, The tagetlation of this study was the
medium and large scale Taxpayers operating in Kinbahmunicipality council and
registered for Taxpayer purpose. This chapter asgcussed research paradigm
sresearch strategy, qualitative and quantitativeeaech approaches, time frame,
sampling design, research area, population samphitg ,sampling frame, as well as
sampling techniques and data analysis techniqueswhas employed. The research
methods were included in the collection of datahbiobm primary and secondary
sources. The secondary sources basically inclutedreéview of literature from
textbooks, other reference materials documents,igtednet and lecture literatures.
Interviews, questionnaires and content analysis weasl in primary data collection,
the data so collected was analyzed using tableparwntages and SPSS version 16
was used to aid the process based as the outcdntles analysis, conclusion was

made and recommendation given.
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3.2 Research Paradigm/Approach/Strategies/Time Line

Paradigm is a way of examining social phenomenanm frahich particular
understandings of these phenomena can be gaineeafahation attempted. source:
(Sounder et al, pg 119 2004),in this study quatinié research approaches was used
where interview administered questionnaires ofcstmed interview type was highly
used as quantitative method of data collection alswerview was used in data
collection, also in this approach researcher wasl asdeductive approach in which a
researcher developed a theory and hypotheses a&msted them using data
source:(Sounder et al ,2010) Also researcher @&egey strategy, according to
(Sounder et al ,2010) as this is an expost factsearch that investigates current
status relationship between variable or cause Hadteelationship based on existing
data and this strategy was based on descriptiveeguresearch as this is, also
researcher used the cross sectional design asirthi@ved the collection of data at

one point in time Sounder et al,( pg 61 2004).

3.3 Survey Population/ Area of the Study

This study was carried in Dar es salaam city inddohoni Municipality council.
Kinondoni is one of the three Municipality in Dag salaam others are llala to North
and Temeke to South. it has three division and Htd#/it is has an area of 273km sq
with population 634,924, Source: Kinondoni Digtritome page for the 2012
Tanzania national census. The Kinondoni districs wasearchers areaof study, in
Kinondoni there are wards like Ubungo, Kawe, Kibam®aranga, Kijitonyama,
researcher was dealing with Ubungo ward due fewhmusof its mitaa which are
about five of them which are NHC, Kisiwani, Kiboh@ kikuu and Msewe also

researcher was dealing with two of them due tayegraphical presentation of those
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wards compared to other wards and these are NH@huad kikuu and those was the
sources of data which was registered taxpayersabpgrin those wards from
Kinondoni Municipality council. In particular, priany data was collected by
structured questionnaire and interview from owrferasious taxpayers located in Dar
es salaam and operates in the Kinondoni Municipakecondary data will be
collected from Tanzania Revenue Authority, Openvdrsity of Dar es salaam
library, institute of tax administration libraryhe study was carried out in a period of

not exceeding 5 months.

3.4 Sampling Design and Procedure

Researcher used Non Probability sampling wherehbyitems for the sample were
deliberately selected by the researcher .Herearelser purposively chose the
particular units of the universe for constitutingg@mple on the basis that the small
mass that is selected out of a huge one is asemiaive of the whole. regarding
sample design the target population included atpagers based in Kinondoni,

sampling frame are all taxpayers based in Kinondeho are also operating in

Kinondoni district the samples of at least sixtxpayers were selected so the

population here were homogeneous so that theeguoe did not give biased results.

3.5 Variable and Measurement Procedure
Dependent variable from this study was an increa$ettiveness in EFD While the

Independent variable were the prices of EFD cation to taxpayers and number of

the EFDs and also fear of being caught.
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3.6 Methods of Data Collection
In this study, researcher employed tools like jaeeaire and interviews to collect

data from the field of study. The data collectedswagistered taxpayers from

Kinondoni municipality council.

3.6.1 Questionnaires

This instrument was used in this study due to tllewing merits; there is low cost
even when the universe is large and is widely shggographically, it is free from
the bias of the interviewer answers are in respaisdewn words. Respondents have
adequate time to give well thought answers respusdevho are not easily
approachable can also be reached convenientlylaigeg samples can be made use of

and thus the results can be made more dependablelable.

3.6.2. Interview

According to Kothari,( 2004), interview is a methafdcollecting data which involves
presentation of oral-verbal stimuli and reply imnte of oral-verbal responses. This
method can be used through personal interviews,ifapdssible through telephone
interviews, in this study both formal and infornmsdmi structured interviews were
included to those with limited time to fill questicaires i.e managers being guided by
pre-determined questions, this method will be agldgiy researcher due to the fact
that the researcher was able to explore morenrgtion on the issue under the study
as researcher could ask and adjust questions hgaee rooms for the respondents to
give more explanations. The researcher selectede8pondents who have access to

the information needed.
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3.7 Data Processing and Analysis

Processing

Data were collected and entered into SPSS veréi@oftware programme in order to
meet the computations of study variables of inddpanhvariables of electronic fiscal

devices against dependent variables of revenueatialh.

Analysis

Data for this study were analysed using summaridedcriptive statistics of
regression technique. The study used data of segdistered taxpayers to measure
the relationship between the price of EFD machim@syision of education to
taxpayers and number of EFD machines supplie@ welependent variables of the
study while the increased effectiveness in EFD nmashwas dependent variable of
the study. The same variables used by lkasu (20hd)used simple linear regression

in order to test for the effect of EFD machinefa&venue collection.

The whole process of data collection was verifieduaately and most of useful data
was selected, coded, edited and recorded for asalkich place information of
statements in order to meet the objectives of ttuelys of report simple and
understandable, further the researcher expects dptadescriptive and both
guantitative and qualitative method of data analySin the other hand to enhance this
study the qualitative data analysis was adopteexeonine the collected data, hence
the responses from the questionnaires are queditptand quantitatively analyzed

rather than hypothetically tested.
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3.8 Reliability and Validity of Data

3.8.1 Reliability
The researcher was ensuring the reliability of theasurable data by reviewing

information only from reliable authoritative sourdecuments.

3.8.2 Validity
In this study the researcher made sure that data vadlected from personnel who
understood better the phenomenon, that is, workaggtal management and were

cross-checked in different collection method.
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CHAPTER FOUR

4.0 PRESENTATION AND INTERPRETATION OF THE FINDINGS
4.1 Introduction
The data were analysed both qualitatively and giadively such that presentation of
the findings used description or narrations andetaland figures, respectively. The
socio-demographic characteristics of the resposderte analysed in terms of their
personal characteristics which include sex, edandével, occupation, and as shown

below.

The findings on the effect of introduction of Elextic fiscal device on revenue
collection in kinondoni municipality council haveedn presented, analysed and
explained. The results included quantitative infation that is mainly from
respondents, also the qualitative information waken from the key informants and
unstructured interviews. The researchers after egaitp opinions from different
informants who are taxpayers, the data were sdde@ thorough analysis. These
data are presented under various headings whic$titde the different areas of the
researcher. An appropriate interpretation has kieen carried out coupled with
supporting arguments; other views from other redeas were used to support or

discuss the findings.

It was done in accordance with the four objectialed research questions that guided
the study which intended to explore on the Effddntroduction of Electronic Fiscal
Device on revenue collection among classified tggpa to explore on businessmen
perception regarding the effect of EFDs to thesibess, to examine the significance

of electronic fiscal device in revenue collectionTianzania, to determine challenges
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facing introduction of EFDs as a tool for revenudlection in Tanzania and to
determine means for improving the adoption of ERSgo0o0l for revenue collection
among classified taxpayers in Kinondoni munidigalThe investigation was done

and findings are shown below with their respectjuestions.

4.2 Respondents Characteristics

The respondents to this study were made up of 1&sified taxpayers in Dar es
Salaam to whom questionnaires were distributedirstedview made to the respective
businesspeople. However, only 60 were completedreiuaned, representing a 60%

response rate.

4.2.1Dermographics Characteristics of the Respondéen

Table 4.1: Demographic Characteristics of Respondés

Socio-demographic characteristics of respondents Viable Percentage
Male 50 83.3
Gender Female 10 16.7
Less than 30yrs 10 16.7
Age 30yrs- 40 years 20 33.3
Above 40year 30 50
Single 10 16.7
Marital status I "\arried 50 83.3
short service 15 25
Dura_1t|on of long service 45 75
service
Secondary 30 50
Level of educatior) Certificate 15 25
Diploma 9 15
Degree 6 10
Economical level | Low 18 30
Middle 42 70
High - 00
To high - 00

Source: Compiled from the Research 2015
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A total of 60 respondents participated in the siudple 4.1 indicated that the
majority of the participants were males 50 (83.3®hjle 10(16.7%) were females.
The minimum age of respondents were 30 years anch#ximum age 60 years. Most
respondents were above the ages of 30 (50%). Muae half (75%) of the
respondents were marriage. The study showed thest-tiuarters of the respondents
(75%) indicated a long duration of business at thgpayers in Kinondoni
Municipality Council. With regard to level of edummn, 50% of the participants were
possessing certificate of secondary while 12.5% dnadrtificate level and only 10%
of respondent were graduate from university. Camogrthe economic background
30% of all respondents indicated low economic bewmligd while only 70% of

majority indicated middle economic background.

4.3 Effect of Electronic Fiscal Device on Revenuedllection

The other objective of the study was to examinesiggaificance of electronic fiscal
device in revenue collection in Tanzania among sdi@sl taxpayers in Dar-es-

Salaam.

4.3.1 Electronic Fiscal Device
The study sought to find out the types of electrdisical devices that were used in the

organizations. It captured the types of electrdigcal devices and the results are

shown in table 4.2.

Table 4.2: Electronic Fiscal Device

Respondents Frequency Percentage
ETR 45 75

EFP 15 25

ESD 00 100

Source: Compiled from the Research 2015
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BETR mEFP WESD

0%

Figure 4.1: Electronic Fiscal Device

Source:Compiled from the Research 2015

During the survey the respondents were asked vikipsh of Electronic Fiscal Device
used, it is shown in table above, that the majdii®?o) of the respondents indicated
that their firm used the EFD while 25% indicatedtttheir firm used the EFP but no
one who use the ESD in their firms where invoidgmgomputerized. Therefore in this
study it entails that most of respondents used ERDse business because this device
is commonly used by retail businesses that isstepts manually, but EFD device is
commonly used by computerized retail outlets.s kuitable for business groups such

as Supermarkets, Petrol Stations, Ticketing agents
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Figure 4.2: EFD has reduced the Time it takes tolBpare Revenue Returns
at end Month

Source:Compiled from the Research 2015

During the survey the respondents were asked ifsEd@¥e reduced the time it takes
to prepare Revenue collection return at the endafith, majority of the respondents(
65%) agreed that EFDs reduce time to prepare Revemhile (15%) of respondents
disagreed and only 20% of respondents were undicibleerefore in this study it
implies that EFDs reduce time during revenue ctibec The system ensures issuance
of homogeneous fiscal receipts and fiscal invoiedfscient time management and it
also enables access of online tax information arnckgesponse to deviation over the

machine.
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Figure 4.3: EFD Ensures Timely Filing of Monthly Rezenue Returns

Source:Compiled from the Research 2015

During the survey the respondents were asked if EEEBsures timely filing of
monthly Revenue returns, majority of respondenteed) (75% ) while 20% of the
respondents knew nothing and 5% of the remainingespondents indicated to
disagree, therefore in this study it implies th&DS ensures timely filing of monthly

Revenue returns.

;

- - -
y

-

Disagree Undecided Agree

Figure 4.4: The Monthly Revenue Returns have Incresed Since uou Started
using the EFD

Source:Compiled from the Research 2015
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During the survey the respondents were asked iftinlprRevenue returns have
increased since they started using the EFDs, 70%llofespondents agreed that
Revenue returns have increased since they stadied) the EFD while 20% of
respondents disagreed and 10% were undecided.fdreene this study it implies that
monthly returns have been increasing since theoregmts started using the EFDs,
This is supported by TRA during introduction obust EFDs (with a focus of
increasing revenue collection) that is simple atbminister, cost effective, that
enhances voluntary tax compliance and ultimatayreases revenue collection to

the government.

Figure 4.5: There any Training that has done on wsof EFD

Source: Compiled from the Research 2015

During the study the respondents were asked iethes any training done on use of
EFDs, 65% of all respondents agreed while 25% sgordents disagreed and 10% of
respondents were undecided if there was any tigacdme on uses of EFDs machine.
Therefore, in this study it implies that most cdpendents are trained how to use ETR

during purchasing the machine. This data is suppolly information from TRA



31

when addressing issue how to use the featuresheoEFDs, all users shall be
trained by the suppliers soon after theyehaecquired the machine. TRA will
provide a general class in Dar es Salaam w#bsions every after two hours to
educate taxpayers and interested parties @ntbdhandle the EFDs. Further

information will be provided through Help Desks #adale in all TRA offices.

4.4 Factors Affecting Revenue Collection

The objectives of this study were to explore onEffect of introduction of electronic
fiscal devices in Revenue collection in Tanzaniaamong classified Taxpayers in
Kinondoni Municipality Council and to examine thigrgficance of electronic fiscal
device in revenue collection in Tanzania, to deteemmeans for improving the
adoption of EFDs as tools for Revenue collectionoagn classified taxpayers in

Kinondoni Municipality in Dar-es-salaam.

4.4.1 Registration for Taxpayers

The respondents were asked to indicate whether tdvgdayers were registered for
Revenue payment and they all concurred indicatinag they were registered. It is a
requirement that any business setup with a poirgaté has to issue a fiscal receipt
generated from an electronic tax device hence twd rto register for Revenue

Payment.

4.4.2 Advantages of Registration for Taxpayer

The respondents were asked to indicate whether pleegeived if there was any
advantage of being registered as Taxpayers. @hdts are as indicated in the table

4.3.
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Table 4.3: Advantages of Registration for Taxpayers

Respondents Frequency Percentage
Yes 48 80

No 12 20

Total 60 100

Source: Compiled from the Research 2015

B Yes HMNo

Figure 4.6: Advantages of Registration for Taxpayes

Source:Compiled from the Research 2015

It is shown in results above, that majority (80%)tlee respondents indicated that
there were advantages of being registered for Tyexpawhile 20% indicated that
there were no advantages of being registered fapdyers. Once Registered for
Taxpayers the input Revenue incurred on purchasede offset against Taxpayers

charged on sales thus reducing the cost of goatisemwices to the trader.

4.4.3 Complexity of the Taxpayers System
The respondents were asked to indicate whethefdkpayers system in business is

complex or not. The results are as indicated irtdbée 4.4.
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Table 4.4: Complexity of the Tax Payers System

Respondents Frequency Percentage
Yes 24 40

No 36 60

Total 60 100

Source:Compiled from the Research 2015

As shown in the table, majority of the responde(@8.0%) indicated that the
Taxpayers system in the business is not compleg. rébt (40%) indicated that the
Taxpayers system in the business was complex. fidnerm this study it entails that

the Taxpayers system in the business was complex.

4.4.4 Acquisition of the EFDs Machine
The respondents were asked to give their opiniowloat influenced the acquisition

of the EFDs machine in their business. The resudsas indicated in the table 4.5

Table 4.5: Acquisition of the EFDs Machine

Respondents Frequency Percentage
Benefits arise from EFDs 36 60

Own willingness 21 35

Fear of being caught 3 5

SourceCompiled from the Research 2015
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Benefits arise from Own willingness Fear of been caught
ETR's

Figure 4.7: Acquisition of the EFDs Machine

Source:Compiled from the Research 2015

During the survey the respondents indicated thaiiaition of the EFD machines was
through benefits arising from EFDs as indicated rogjority (60.0%) of the

respondents. Acquisition of the EFD machines thhooyn willingness was cited by
35% of the respondents with rest, 5% of the respotsdindicating that the EFDs
machine was acquired through fear of being caughbtording to the deterrence
theorists, the perceived probability of gettingglaius a factor for complying with the

law.

4.4.5 Honesty when it comes to Tax payment
The respondents were asked whether people in thestiy were generally honest

when it came to Tax payment. The results are asatetl in the table 4.6.
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Table 4.6: Honesty when it comes to Tax payment

Respondents Frequency Percentage
Yes 36 60

No 24 40

Total 100 100

Source: Compiled from the Research 2015

60 1

50 A

40 A

30 A

20 A

Yes

No

Figure 4.8: Honesty when it comes to Tax Payment

Source: Compiled from the Research 2015

During the survey the respondents were asked aibmngsty when it comes to Tax
Payment, the outcome was that people were gendraiigst when it came to Tax
Payment 60% of respondents indicates that the peoghe industry were generally
honest while 40% of the respondents not honegtcéme to Tax Payment. Therefore
in this study it entails that taxpayers are conwdittowards the tax system which
means that the taxpayer feels a sense of morajatinin to pay their taxes and will

pay their taxes with good will because they belipaging tax ultimately benefit

everyone.
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4.4.6 Inspection by the Tax Authorities

The respondents were asked whether their firm'sbishment had ever been

inspected by the tax authorities. The results anedicated in the table 4.7.

Table 4.7: Inspection by the Tax Authorities

Respondents Frequency Percentage
Yes 36 60

No 24 40

Total 100 100

Source: Compiled from the Research 2015

Majority of the respondents (60%) indicated thaeithestablishment had been
inspected by the tax authorities and 40% indicaked their establishment had not
been inspected by the tax authorities. This magueeto resistance towards the tax
system which makes the taxpayer adopt a standsigamtax office thus forcing the

tax authorities to inspect them. It may also ba assult of ensuring compliance with

the laid down regulations that makes the tax aitthmspect the establishments.

4.4.7 Taxpayer Enforcement Mechanism
The respondents were asked whether the Taxpaydoscement mechanism by
Tanzania Revenue Authority was effective. The tesate as indicated in the table

4.8.

Table 4.8: Taxpayers Enforcement Mechanism

Respondents Frequency Percentage
Yes 36 60

No 24 40

Total 100 100

Source: Compiled from the Research 2015
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Majority of the respondents (60%) indicated that tfaxpayers enforcement
mechanism by Tanzania Revenue Authority was effecind 40% indicated that the
Taxpayers enforcement mechanism by Tanzania ReVambherity was not effective.

This may be due to the tax office increased effoduditing the organizations which

are already filing returns.

4.4.8 High Taxes as Incentives for Tax Evasion
The respondents were asked whether the high tes ca¢ate incentives for tax

evasion by taxable persons and customers. Thdaseselas indicated in the table 4.9.

Table 4.9: High Taxes as Incentives for Tax Evasion

Respondents Frequency Percentage
Yes 48 80

No 12 20

Total 100 100

Source: Compiled from the Research 2015

During the survey the respondents were asked higked as Incentive for Tax
Evasion it is shown in Table 4.9 above, that mgjo(B0%) of the respondents
indicated that high tax rates created incentivedda® evasion by taxable persons and
customers while 20% indicated that high tax ratelsret create incentives for tax
evasion by taxable persons and customers. Thibeattributed to a game playing
posture like the game of finding grey areas oftthelaw and enjoy the challenge of

minimizing the tax they have to pay.

4.4.9 Awareness of Obligations and Rights under thEaxpayer Laws
The respondents were asked whether they were avfaalt obligations and rights

under the Taxpayer laws. The results are as ireticatthe table 4.10.
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Table 4.10: High Taxes as Incentives for Tax Evasio

Respondents Frequency Percentage
Yes 45 75

No 15 25

Total 100 100

Source: Compiled from the Research 2015

It is shown in Table 4.10 above; that majority ()58bthe respondents are aware of
the obligations and rights under the Taxpayer lalvih are a result of the trainings

sessions conducted by the tax authority office anhadministration. 25% indicated

they were not aware of the obligations and rigimden the Taxpayer laws. Therefore
in this study it indicates that most of tax payams aware of the obligations and rights

under the Taxpayer laws.

4.4.10 Happiness with the Tax System or Tax Office
Respondents were required to rate the statemedrththéaxpayer is not happy with
the tax system or tax office but tax is part of lind needs to be paid. The results are

as indicated in the table 4.11

Table 4.11: Happiness with the Tax System or Tax @te

Respondents Frequency Percentage
Strongly agree 24 40

Agree 24 40

Neither agree or disagreg 12 20

Source: Compiled from the Research 2015

Majority of the respondents (80%) stated that thgseed with the statement that the
taxpayer is not happy with the tax system or tdice®fut tax is part of life and needs

to be paid. The remaining 20% indicated that theiyher agreed nor disagreed with



39

the statement that the taxpayer is not happy \ughtax system or tax office but tax is
part of life and needs to be paid. This can bebatied to capitulation which means
that, a taxpayer may not be happy with the taxesysor tax office, but they
acknowledge that it is a part of life and that taxeed to be paid. They also believe
that they should cooperate with the tax office; reviethey feel the tax office is

treating them poorly.

4.5 Relationship Between the uses of EFDs and Taxmas Compliance Rate
The objective of the study was to to explore thatienship between the averages

uses of Electronic Fiscal Device and the averaggdyer compliance levels.

Table 4.12: Relationship of Electronic Fiscal Devie and the average Taxpayer
Compliance Levels

Respondents Frequency Percentage
Yes 42 70

No 18 30

Total 60 100

Source: Compiled from the Research 2015

During the survey the respondents were asked whebieze is any relationship
between the average uses of Electronic Fiscal Besind the average Taxpayer
compliance levels, 70% of respondents said yesoahd30% indicates no that there
is no relationship between EFDs and Taxpayers damg® level. Therefore in this
study it implies that there is a relationship betwé=lectronic Fiscal Device and the

average Taxpayers compliance levels.
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4.5.1 Relationship between Increase in Taxpayersncome and Revenue
Compliance
Table 4.13: Is Increase in the Taxpayers Incomeesads to Low Compliance by

the Respondents

Respondents Frequency Percentage
Yes 36 60
No 6 10
Not know 18 30

Source:Compiled from the Research 2015

During the survey the respondents were asked whetbeease in Taxpayers income
leads to low compliance by the respondents, theomiyajof the respondents (36
respondents representing 60% of all respondentsgdgn the scale) that increase in
sales volume leads to poor tax compliance. Eightespondents (30%) were unsure
whether changes in income had any effect on tleenptiance decision. Only 10% of
the respondents disagreed on the scale that imcreasales would reduce tax
compliance. Therefore in this study it entails eage in sales implies increase in
Revenue payable by the businessmen.
4.5.2 Inspection by Tax Authorities of the Respond#’s Businesses in the
Firm and the Average Compliance Levels Will Increae Sale?

Table 4.14: Inspection by Tax Authorities of the Repondent’s Businesses in

Taxpayers and the Average Compliance Levels will krease Sale?

Respondents Frequency Percentage
YES 39 65

NO 21 35

YES 60 100

Source: Compiled from the Research 2015
During the survey the respondents were asked whetsigection by tax authorities of

the respondent’s businesses in the firm and theageecompliance levels will
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increase sale, more than half of respondents 65%ecated yes and 35% of the
remaining indicated no inspection done by tax atiilbs of the respondent’s
businesses in the firm and the average compliaawadd will increase sale. Therefore

in this study it implies that any inspection doryedaithorities will increase sale.

4.5.3 Relationship between Frequency of Inspectionand Taxpayers
Compliance

Table 4.15 is there any Frequency of Inspection anflaxpayers Compliance

Respondents Frequency Percentage
>p.a 12 20

Once p.a 24 40
Semi-annually 12 20
Quarterly 9 15

Monthly 3 5

Source: Compiled from the Research 2015

Table 4.15 shows the frequencies of inspectionalzyauthorities of the respondent’s
businesses in the last four years and the ave@gel@nce levels. Table 4.15 shows
that, 15% of respondents’ businesses were inspdgtelRA at most quarterly per
annum. The majority of the businesses (40%) sa@y tere inspected once per
annum, (20%) of the respondents said they theiinbases were inspected twice per
year, 20% of the respondents said they have bespedted over the past two years,
their businesses have been audited less than omcermum on average. The
remaining 5% said their premises were inspectethbylTRA officials at least three
times per year, in the last four years. Therefar¢his study it implies that most
respondents whose businesses reported more fregquepaction were drawn from
medium and large scale retail outlets, generalhseated that frequency of inspection

have little effect on Revenue collection .
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CHAPTER FIVE
5.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter discusses the results gathered frerarialysis of the data, as well as the
conclusion reached. The chapter incorporates theussuggestions and comments
given by the respondents in the interview. Findihgse been summarized alongside
the objectives of the study, conclusions have bdrenvn from the study and the

recommendations for action are also given.

5.2 Summary of the Findings

The respondents to this study were made up of 1&¥ksified taxpayers in Dar es
salaam to whom questionnaires were distributedhéoréspective businessmen, with
60 questionnaires being completed and returnedesepting a 60% response rate.
Majority of the respondents were male and they caidid that most of their

organizations used the EFD machines. They all atdat that they were registered

since it is a requirement that all business setgpsregister as Taxpayers.

All the respondents indicated that there were aidgs of being registered for
Taxpayers, and the Taxpayer system in the busisasst complex. Majority of the
respondents indicated that they acquired the EFBshme due to benefits arising
from it, though some of them indicated that theguaed the EFDs machine through
own willingness or due to fear of being caught. érding to the deterrence theorists,
the perceived probability of getting caught is etda for complying with the law. The
respondents further indicated that the people enlihsiness were generally honest

when it came to Revenue collection.
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This may be due to the commitment posture towdrdgsax system which means that
the taxpayer feels a sense of moral obligationayp their taxes and will pay their
taxes with good will because they believe payingesa ultimately advantages
everyone. Majority indicated that their establishinkad been inspected by the tax
authorities. This could be attributed to the regise towards the tax system which
makes the taxpayer adopt a stand against the fiae dfius forcing the tax authorities

to inspect them and ensure compliance.

The respondents indicated that the revenue caleatnforcement mechanism by
Tanzania Revenue Authority was not effective ang fma due to the tax office not
being able to administer the tax laws effectivéize respondents indicate that the
high tax rates created incentives for tax evasipria@able persons and customers.
This can be attributed to a game playing postlke the game of finding the grey
areas of the tax law and enjoyed the challengeininmzing the tax they have to pay.
They were aware of all obligations and rights urttiertaxpayer laws which can be a

result of the training offered by the tax office taxx administration.

They however indicated that they were not happj whe tax system or tax office
but tax is part of life and needs to be paid. Tdar be likened to capitulation that a
taxpayer may not be happy with the tax system xrmféce, but they acknowledge
that it is a part of life and that taxes need toplaé&l. They also believe that they
should cooperate with the tax office; even if tliegl the tax office is treating them
poorly. The respondents indicated that the tax msagstablishments followed the
requirements of printing of monthly reports, pmgi of daily reports, regular

maintenance of the EFD machines and printing oflye&ports. The respondents
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agreed that EFDs machines ensures timely filingnofithly revenue returns, it has
reduced the time it takes to prepare revenue rettrrend month and EFDs machines
ensures accurate filing of monthly revenue returfisey also agreed with the
statement that the monthly revenue returns haveased since you started using the
EFDs machines. They neither agreed nor disagreédthe statement that with EFDs
tax payers do not under declare revenue and thelgefuindicated that the EFDs
machines did not suit their kind of businesses #mey had previous systems/

software’s which did all the computations.

The findings of the test showed that this diffeeneas statically significant. This
indicated that the introduction of electronic fisdavice on revenue collection among
classified taxpayers was positive as an increagsevienue was observed through the
significant results. Therefore, an increase in meeedeclared with the introduction of
Electronic fiscal device in revenue collection amdRegisters taxpayers has been
achieved. EFDs machines can then be deemed to@harenue collection resulting

from more accurate revenue reporting.

5.3  Conclusion

Based on the results from data analysis and firsdaighe research, one can conclude
that Tanzania has witnessed significant changesainy aspects of its economy over
the last four decades, but like most developinghtes, it has had to contend with
the common problems that plague tax systems ofloewg countries. EFD have
been introduced to get the country out of the moisl that plague tax systems of
developing countries. From the research data,halltaxpayers establishments had

acquired an EFDs machine though some taxpayersopsty had software’s which
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did all the computations. It can be concluded tinat taxpayers had adopted and
complied with the requirements of revenue collectend that the use of EFDs
machine ensures timely filing of monthly Revenutumes, reduced time taken to
prepare revenue returns at end month and enswesge filing of monthly revenue

returns. The EFD has increased monthly revenuen®since its inception. There has
also been an increase in revenue declared withntheduction of Electronic fiscal

device on revenue collection among registered tgeqsa It can thus be concluded
that EFDs machines can enhance revenue colle@sguiting from accurate sales and

revenue reporting.

5.4  Recommendations

(1) The taxpayer will be less likely to comply with axtsystem they consider to
be unfair. The enforcement approach adopted byrdgalatory authorities
should be fair and should create a good relatignisbiween an individual and
the authority so as to enhance compliance.

(i) The tax payers will always have a game playingyesivhere they perceive
grey areas of the tax law and will then try to mmize the tax they have to
pay. As such the tax office should develop an &ffecstrategy that aims to
enhance compliance.

(i)  The tax office should build a bridge between thdugseand the taxpayer. The
tax office should also work with other agenciesasdo increase the taxpayer’s
commitment to the tax system and seal loopholebaoone will not have an

avenue for not declaring sales made.
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(iv)  The tax office should also strive to ensure fubbpiibn of the EFDs machines
since they increase the revenue declared. Theuthorty should also seek to
develop systems that can be integrated with preWoacquired software’s.

They should also embrace technology and come upamitinternet based that

iS easier to use.

5.5 Recommendations for Further Studies

Further research could be undertaken to evaluateeffect of introduction of

electronic fiscal device on revenue collection mother industry. The classified
taxpayers represent the more organized level inndhagstry. Similar research should
be done on small and medium enterprises in theai@tp and other industries. A
study on the level of EFDs machines adoption amdptiance among rural and urban
companies could also be undertaken to establigtere is a difference in compliance
between the two locations. A research should a¢ésarimlertaken on how to improve

the tax reporting system such that all sales ackags.
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APPENDICES

APPENDIX I: QUESTIONNAIRES

The aim of this study was to explore on the effettintroduction of the EFD
machines on Tax payers in Tanzania, so to accemftie study the researcher was
greatly on your hand with this regards | requestyfiur kind and exhaustive response
to the available set of questions. | strongly asgbhat all information was strictly
confidential and dealt with for the purpose of tlésearch and there is no intention of

doing otherwise.

PLEASE FILL IN THE FOLLOWING BLANKS IN APPROPRIATE
MANNER
Gender of respondent: Male ( )
:Female ()
Age of respondent: Less than 30 years

: 30 years -40 years

Above 40 years
Marital status :Single ( )
:‘Married ()

Duration of Service: Short service ( )
:Long service ()

Level of education: Secondary ()
:Diploma ( )
:Degree ( )

Economic Level: Low ( )
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: Middle ()

“High ()

1. Do you think EFD is effective as far as revenukection is concerned

2. In your personal perspectives what do you thinktlaeeadvantages of using
EFD machines in business
0] Good record keeping ()
(i) Good in transaction presentation ( )
(i)  Easyin tax collection by TRA ()
(iv) It wastes time for business owners ()

3. Does your company use the EFD machine from TRA
@ Yes ()
(i)  No ()

If No please explain why

4, Tick the most appropriate answer from the belovesca

1=strongly disagree,
2=Disagree,
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3=Undecided,
4=Agree

5=strongly agree.

S/n | Particulars
1 EFD has reduced the time it takes to prepare Reve
returns at end month
2
EFD ensures timely filing of monthly Revenue return
EFD ensures accurate filing of monthly VAT retirn
4 | The monthly Revenue returns have increased gmece
started
using the EFD
5 EFD has helped increase sales declared for Revenu
6 | With EFD tax payers do not under declare Returns
7 There any training done on use of EFD




