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ABSTRACT

Local Government Councils in Tanzania have adequate revenue sources, but collection strategies are weak to generate adequate revenue. The main objective of the study is to assess factors affecting revenue generation in Local Government Authorities. The study was narrowed in assessing the influence of Council financial facilitation on revenue generation, inefficient monitoring on revenue collection, political interference on revenue sourcing and awareness of Councilors and Stakeholders on revenue collection and implementation of budget. A cross sectional descriptive study was carried out in Babati Town Council where a purposive random sampling technique was used to obtain 100 respondents from among the staff involved in revenue collection. Data were collected by using structured questionnaires, office review and interview also done. Analysis of data was done by using descriptive statistics with computer software SPSS version 16 and presented by using tables. Council financial facilitation and political interference were ranked of high influence by respondents. These affected revenue generation to a greatest extent. Lack of training of Councilors and Stakeholders was ranked of low influence and management support was ranked of moderate influence. The study revealed that management support and lack of training to Councilors and other Stakeholders affected revenue collection to a less extent. The study concludes that LGAs in Tanzania are faced with challenges in generating revenues from both internal revenue sources and receiving grants from the Central Government. These bring a gap between budget estimates and the actual collections. The LGAs’ financial ability for service delivery to the community is weakening which requires special management attention to rectify.
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CHAPTER ONE

1.0 INTRODUCTION
1.1   Background of the study problem

Local Government Authorities are governments established at grass root levels for service delivery to the residents within the area of jurisdictions. Sikander (2015) quoted in John Clarke’s book “Outlines of the Local Government” defined Local Government as that part of the government of a nation which deals mainly with such matters as concern the inhabitants of a particular District or place and which it is thought desirable should be administered by Local Authority subordinate to the Central Government.

The Constitution of the United Republic of Tanzania (1977) article 145 states the establishment of Local Government Authorities in Tanzania. Babati Town Council was established in 2004 and it was published in the government gazette No. 352 on 17th day of September 2004 and started its operations and provision of services in 2005. The Local Government Authorities Finance Act No 9, 1982 cap 290 has empowered these Local Government Authorities in Tanzania to collect revenue from its internal sources and receive grants from the Central Government for provision of services within the area of jurisdictions in terms of education, clean water, roads, infrastructures, etc. The effective performance of the assigned functions by the Local Governments depends on the effective and prudent management of the financial resources (Izueke et al, 2013). There is a significant relationship between revenue generated and developmental effort of government, poor development of the areas, lack of basic social amenities to the rural people and lack of revenue to maintain the existing infrastructures. Opoku and Odoom (2014) pointed out that lack of ability to identify new sources of revenue, failure to exploit adequate revenue from the existing sources and lack of skilled staff were among the problems mentioned as paramount reasons for financial crisis in many Local Government Authorities in the world. Toyin (2015) found that there were problems of getting adequate revenue from the Federal and State Governments and revenue officers who were not dishonesty diverted Council’s money for personal use. Ibeogu and Ulo (2015) revealed that inefficient monitoring of revenue officials and absence or poor entrepreneurial skills among revenue officials led to poor revenue generation capacity of the Local Government in Nigeria. 
Mugoya and Chikongoye (2011) by using qualitative analysis assessed the potential revenue sources in Masasi District Council. analysis explained that Local Government Authorities are affected by  the weak legal framework for revenue collection as some of revenue by-laws seem to be outdated; Lack of adequate potential revenue sources;  taxpayers resistance and low morale on the part of the citizens to pay tax; external pressure on the Local finance department to provide optimistic projections and political pressure on the revenue collectors to relax on revenue collection which contributed to inadequate revenue collection for service delivery. Mrutu and Mganga (2016) by using qualitative analysis examined the Local Government Authorities that have outsourced revenue sources in Tanzania. The researcher revealed that the whole process of outsourcing was violated the outsourcing process and have not maximized the expected outcome especially on enabling to have fiscal autonomy, instead benefited the private agents  while  CAG (2011)  on the other hand  pointed out  that there was  lack of base for outsourced revenue sources and lack of close supervision for whatever was collected by employed agents were among the factors contributed to poor revenue collection in Local Government Authorities in Tanzania. Revenue generation trend of Babati Town Council in the past three years 2014/2015 to 2016/2017 seen to be declining as the actual revenue collected was 89%, 37%, and 45% respectively. Also, Development grants received from the Central Government for the implementation of the Council’s projects in 2014/2015 to 2016/2017 was 70%, 61%, and 51% respectively.
This indicate that Babati Town Council is experiencing problems in soliciting adequate revenue from the internal revenue sources and grants from the Central Government. Service delivery to the people could not adequately be done. Inefficient monitoring of revenue officials and agents’ collections, Lack of computer skills to revenue collectors, Tax payer’s resistance to pay fees/charges, inadequate review of revenue sources, inaccurate information of taxpayers, lack of awareness of taxpayer on tax payment, political interferences and lack of council facilitation on revenue are among the various researchers. The researcher was interest to confirm whether the same problem affected Babati Town Council in generating revenue from internal revenue sources and soliciting funds from the Central Government.
1.2    Statement of the Problem
Some researchers explained that there is a relationship between revenue collected and services delivered by the Local Governments within the areas of jurisdictions. The greater the revenues collected, the better the provision of services to the Community.
Babati Town Council in performing its roles and responsibilities of service delivery to the community has been empowered by cap 290 to collect revenue from internal revenue sources and receive funds from the State Government. The Council is faced by a number of problems in collecting revenue from internal revenue sources as evidenced by the Council Annual Revenue and Expenditure reports obtained from the Council Town Director’s Office for the period of 2014/2015 to 2016/2017 shown that the Council revenue collection trend was declining which led to decrease in the Council financial ability of service delivery to the community. During the financial year 2014/2015, the Council estimated internal revenue was Tshs 8,100,391,316.00; the actual collection was Tshs 7,260,522,236.00 equals 89 percent. In the financial year 2015/2016, the Council estimated internal revenue was to Tshs 6,044,154,000.00, but the actual collection was Tshs 2,243,110,445.00 equals 37 percent and in the financial year 2016/2017 the Council estimated internal revenue of Tshs 3,629,772,083.00 and the actual collection was Tshs 1,641,032,453.00 equals 45 percent.
These were caused by inadequate internal control over revenue collected by agents, lack of updated taxpayers’ registers, and lack of training over revenue collectors, Councilors and taxpayers.   Data given above indicate clearly that, Babati Town Council is faced with problems in generating adequate revenue from its internal revenue sources for provision of services to the community which required study.Opoku and Odoom (2014) pointed out that, lack of ability to identify new sources of revenue and failure to exploit adequate revenue from the existing sources and lack of skilled staff were among the problems mentioned as paramount reasons for financial crisis in many Local Government Authorities in the world. Edogbanya and Sule (2013) on the other hand pointed that Local Government Authorities were faced with difficulties in outsourcing adequate revenue from Federal Governments and generating adequate revenue from internal sources which hinters the smooth running of Local Government Administration.
Babati Town Council estimated to receive funds from the Central Government for implementation of the Council’s development projects. In the financial year 2014/2015, the Council estimated to receive funds from the Central Government amounts to Tshs 4,152,446,712.00 for the implementation of the Council’s development projects; the actual receipt was Tshs 2,905,049,066.00 equals 70 percent. In the financial year 2015/2016 the Council estimated to receive funds amounts to Tshs 4,742,931,000.00 and the actual receipt was Tshs 2,905,049,066.00 equals 61 percent and in the financial year 2016/2017 the Council estimated to receive funds amounts to Tshs 8,295,439,529.00, but the actual receipt was Tshs 4,243,567,317 equals 51 percent. These data indicate clearly that some of the planned activities could not be implemented as respective funds were not released by the Central Government.  This was caused by inadequate internal revenue generated by the Central Government from its internal Revenue Sources and little funds received from Donors.
1.3 The Objective of the study
1.3.1 The main Objective
Generally, the main objective of this study is to assess factors affecting revenue generation in Local Government Authorities in Tanzania. A case study of Babati Town Council for a reason that it shares similar governance and institutional settings.
1.3.2 Specific Objectives

The main objective can be achieved by attaining the following specific objectives:

To examine the effect of Council facilitation on revenue generation in Babati Town Council.
To assess the inefficient monitoring on revenue generation in Babati Town Council.
To evaluate the influence of political interference on revenue generation in Babati Town Council.

To assess the weather lack of awareness of Councillors and other stakeholders on revenue generation in Babati Town Council.
1.4. The Main Research Questions
Which factors affect revenue generation from internal revenue sources and receiving funds from the Central Government for the LGAs service delivery to the community?
1.4.1 Specific Questions

To address the above objectives, the following set of research questions were used;

How Council facilitation affect Babati Town Council on revenue generation? 

To what extent inefficient monitoring influenced revenue collection in Babati Town Council?

Do political interferences affect revenue collection in Babati Town Council?

 How lack of awareness to stakeholder’s influence revenue generation in Babati Town Council?
1.5 Significance of the Study

This study will assist the Council management in understanding the challenges facing the Council in generating adequate revenues from internal sources and get adequate grants from the State Government and take appropriate solutions. The study will add value of knowledge and understanding to the Council management and other stakeholders by addressing the challenges facing Local Government Authorities in generating adequate revenues and specifically Babati Town Council and apply the given recommendations to rectify the revealed weaknesses aiming at soliciting adequate revenues. 
The Management Team and policy makers will take corrective measures to formulate and review bylaws to facilitate adequate revenue generation for service delivery. The study will also be significant to Local Government Authorities as the given recommendations will help policy makers be ambassadors of sensitization to the citizens on tax payment for their local development. This research will also assist other researchers who would like to conduct studies in similar research topic as reference materials. 
Various studies have been carried out globally on factors affecting revenue collection in Local Government Authorities, but none had been carried out in the Babati Town Council. This study will directly enable and assist the Babati Town Council management team to rectify revealed weaknesses and put adequate strategies for the aim of outsourcing adequate revenues for service delivery. This study will also help the Council have strong and improved sustainable revenue sources.
1.6 Scope of the Study
The main objective of study is to assess factors affecting revenue generation in the Local Government Authorities a case study of Babati Town Council. The study will be carried out in Babati Town Council due to the fact that the Council represents other Local Governments in Tanzania with the same revenue sources, nature of service delivery and challenges. The targeted sample size for the study was 100 respondents of whom 47 obtained from the Head office, 53 from Wards, Mitaa and Villages. The research was carried out from April 2017 to May 2018.
1.7 Study Structure

This research has five main chapters. The first chapter explain introduction of the research problem, statement of the Problem, objectives of research, main question and specific questions, the importance of the study and the structure of the study. The second chapter contains conceptual definitions of key terms, understanding Local Government Authorities in Tanzania, Local Government Authorities Revenue enhancement in Tanzania, conceptual framework, empirical literature reviews and research gap. The third chapter represents the research methodology which includes description of the area of the study, research design, sampling techniques and data collection methods and data analysis techniques as well as limitations of the study. The fourth chapter gives results and discussion of the study; and the fifth chapter describes conclusion and recommendations of the study.

CHAPTER TWO

2.0 LITERATURE REVIEW

2.1 Overview

This chapter presents the related literature reviews. The rest of the chapter is concerned with conceptual definitions, understanding Local Government Authorities in Tanzania, Local Government Authorities Revenue enhancement in Tanzania, The Fiscal Federation Theory, empirical literature reviews, research gap and conceptual framework.
2.2   Conceptual Definitions

2.2.1 Local Government Authority

Local Government Authorities are governments established at grass root levels for service delivery to the residents within the area of jurisdictions. Sikander (2015) quoted in John Clarke’s book “Outlines of the Local Government” defined Local Government as that part of the government of a nation which deals mainly with such matters as concern the inhabitants of a particular District or place and which it is thought desirable should be administered by Local Authority subordinate to the Central Government.
2.2.2 Revenue


Public Revenues refers to the income received by the Government from different sources. The revenue sources can be classified into revenue and non-revenue. Revenue is compulsory payment to the government without quid pro quo. The government does not repay back it to the payers nor does it do anything for the personal benefit to the payers. It is very effective fiscal tool essential for the achievement of different socio-economic objectives; whereas non-revenue is the received by the Government from fees, fines and penalties, royalties, cess, grants and donations. (Dalton, 2015).

2.2.3 Revenue Generation

This is the process of sourcing revenue for the Local Government Authorities in carrying out their aim and objectives. (Edogbanya and Sule, 2013). 
2.3 Understanding the Local Government Authority in Tanzania

2.3.1 Categories of Local Authorities in Tanzania

Basically, there are two types of Governments in Tanzania. Central Governments and Local Governments. Local Governments refers to Urban Authorities like City Councils, Municipal Councils and Town councils and Rural Authorities are such as District Councils. Other Local Governments are Township Authorities and Village Councils. The Central Government is the political authority that governs an entire nation. The URT is a federal system of government in which power is shared between the Central government and Local Governments. (The Local Government Finance Act No 9, (1982).
2.3.2 Functions of Local Government Authorities in Tanzania

The Constitution of the United Republic of Tanzania of 1977 has empowered the National Assembly to enact laws for the establishment of Local Governments in every Region, District and Urban areas. One of the objectives of the establishment of Local Governments in Tanzania is to transfer the authority over planning and implementation of development programmes for the benefit of local people in the areas of jurisdictions. According to article 146 (2) (a)-(c) of the Constitution; all Local Government Authorities are mandated to play three main functions; (i) Maintenance of law, order and good governance; (ii) Promotion of economic and social welfare of the people in their jurisdictions; (iii) Ensuring effective and equitable delivery of qualitative and quantitative services to the people within their areas of jurisdiction. (The Constitution of the URT, 1977). In addition to the basic functions, all Local Governments are charged with seven other functions and duties, as follows: (a) Formulation, coordination and supervision of the implementation of all plans for economic, industrial and social development in their areas of jurisdiction. (b) Monitoring and controlling the performance of duties and functions of the council and its staff. (c) Ensuring the collection and proper utilization of the revenues of the Council (d) Making by-laws applicable throughout their areas of jurisdiction and considering and improving by-laws made by village councils within their areas of jurisdiction. (e) Ensuring, regulating and coordinating development plans, projects and programmes of Villages and Township Authorities within their areas of jurisdiction. (f) Regulating and monitoring the collection and utilization of revenue of village councils and township authorities. (g) Subject to the laws in force, doing all such acts and things as may be done by a people's government. (The Local Government Finance Act No. 9, 1982).
2.3.3
Local Urban Authorities Revenue Sources
Local Government Authority can be categorized into either District Council or Urban

Authority. Urban Authorities refers to City Councils, Town Councils and Township Authorities. Urban Councils are composed of Wards and Mitaa. District Councils are 

Section 6. -(1) of the Local Government Authority Finance Act No 9, of  1982 amended in 2002 state the revenues for  Urban Authorities as follows :– 

a) All moneys derived from any trade, industry, works, services or other undertaking     carried on or owned by the urban authority; 
b) All fees for licences granted within the area of the urban authority under the Auctioneers Act; 
c) All moneys derived from the registration of taxi-cabs and commuter buses plying within the area of the urban authority; 
d) All the fees for licences granted under the Business Licensing Act, in respect of business premises for business other than businesses of a national or international character situated within the area of jurisdiction of an urban authority; 
e) All fees for licences granted within the area of the urban authority under the Intoxicating Liquors Act. 
f) All fees for licences in respect of theatres or other places of public entertainment within the area of the urban authority, granted under the Films and Stage Plays Act;  
g) All moneys derived from fees for licences, permits, dues or other charges payable pursuant to the provisions of any by-law made by the urban authority; 
h) All moneys derived from fines imposed by, or the value of all things and articles forfeited as a result of an order of any court in consequence of a contravention ofany provision of the Act, this Act or any by-law of the urban authority in relation to markets, animals’ pounds or recreation halls within the area of the authority;
i) All moneys derived from rents or fees collected for renting or use of public houses or buildings owned by the urban authority; 
2.3.4
Characteristics of the Local Government Authorities Revenues

Generally, a fundamental requirement when redesigning local revenue systems is greater emphasis on the cost-effectiveness of revenue collection, taking into account not only the direct costs of revenue administration, but also the overall costs to the economy, including the compliance costs to payers. In addition, losses through corruption and evasion need to be reduced. (Fjeldstad, 2006:15). The revenue base should grow automatically when prices rise, population grows, or the economy expands to meet expanding demands for service delivery. Local revenue autonomy and flexibility need to be reinforced and instruments need to be politically acceptable. (REPOA, 2004).
2.3.5
Revenue Enhancement in Local government Authorities in Tanzania

Adequate local revenues are important to ensure the viability and sustainability of Local Government Authorities and the quality of services provided to the community. Dealing with the policy problem of revenue enhancement requires some understanding of the factors underlying the individual’s decision whether to pay or evade paying service charges. An increasing amount of evidence suggests that the rate of contribution to a public good is affected by factors such as citizens’ trust in others and the trustworthiness of the Government (Slemrod, 2003). Without LGAFA trust there is little basis for social co-operation and voluntary compliance with laws and regulations that could potentially benefit everyone. In particular, three dimensions of trust seem to affect citizens’ compliance: (1) trust in the Local Government to use revenues to provide expected services; (2) establishment of fair procedures for revenue collection; and (3) eligibility in other citizens to pay their share. The larger the fraction of the local population that is observed not paying, is the lower the perceived risk of being prosecuted is. The impact on the individual taxpayer’s perception of the credibility and trustworthiness of the revenue administration. Moreover, the attitude of local political leaders with respect to tax payment seems to be important, for example, by legitimizing non-payment through their own behaviour. This suggests that there are reasons and scope for innovation. (Fjeldstad, 2006:15).
2.4
The Fiscal Federation Theory

This study has adopted the Fiscal Federation Theory as the basis for discussion. In other words, arguments about internally generated revenue of Local Authorities and factors associated with revenue generation from internal revenue sources and grants received from the State Governments are located within the framework of the theory and practice of fiscal federalism. The theory has its foundation on the theory of public goods which establish the framework and explains the role of the State in the economy because of market failure in the provision of public goods to the community. The role of government is to correct various forms of market failure, ensuring an equitable distribution of income and seeking to maintain stability of the macro-economy at full employment and stable prices. The Government is expected to rectify where the market mechanism failed due to various types of public goods characteristics. Economists tell us that public goods will be underprovided if left to private provider who will intimately under-invest in their provision expecting to benefit from the society. Governments and their officials were seen as the custodians of public interest who would seek to maximize social welfare based on their benevolence or the need to ensure electoral success in democracies. Thus, if we allow for a multi-level government setting, this role of the state in maximizing social welfare then provides the basic ingredients for the theory of fiscal federalism. Each tier of government is seen as seeking to maximize the social welfare of the citizens within its jurisdiction. This multi-layered quest become very important where public goods exist, the consumption of which is not national in character, but localized. In such circumstances, local outputs targeted at local demands by respective local jurisdictions clearly provide higher social welfare than central provision. This principle, which Oats (1972) has formalized into the “Decentralization Theorem” constitutes the basic foundation for what may be referred to as the first-generation theory of fiscal decentralization (Oats, 2004). The theory focused on situations where different levels of government provided efficient levels of outputs of public goods “for those goods whose special patterns of benefits were encompassed by the geographical scope of their jurisdictions” (Oats, 2004). Such situation came to be known as “perfect mapping” or “fiscal equivalence” (Olson 1969). Nevertheless, it was also recognized that, given the multiplicity of local public goods with varying geographical patterns of consumption, there was hardly any level of government that could produce a perfect mapping for all public goods. Thus, it was recognized that there would be local public goods with inter-jurisdictional spillovers. The Central Government and political organs should not interrupt the Local Government Authorities’ process of revenue generation for the betterment of the local people.
2.5
Empirical Literature review

Different studies conducted on revenue collection in Local Government Authorities found positive impact which contributed in service delivery to the community within their areas of jurisdictions. Mugoya and Chikongoye (2011) by qualitative analysis examined the revenue potential for Masasi District Council in Tanzania. The objective of the study was the assessment revenue potential sources. The study revealed that there were: (i) the weak legal framework for revenue collection became apparent as some of revenue by-laws seem to be out-dated (ii) Lack of adequate potential revenue sources, (iii) taxpayers resistance and low morale on the part of the citizens to pay tax; (iv) External pressure on the Local finance department to provide optimistic projections; and (v) Political pressure on the revenue collectors to relax on revenue collection. The Researcher recommended that: (i) the Council management should review the existing legal framework for own-source revenue collection with the purpose of updating and strengthening it. (ii) Introduce a broad-based graduated property rate regime. Introduction of property rates and the proposed elaborate fees and charges regime will significantly broaden the tax base for Masasi District Council and provide opportunities for a much wider population of Masasi to contribute to their own development. (iii) Provision of education to the citizens on the importance of tax payment for service delivery. (iv)  Adoption of appropriate modern technology to automate some of the functions for efficiency purposes as well as minimization of human intervention to limit errors and manipulation due to corruption. (v) Outsourcing some of the revenue functions especially collection to agents such as cooperatives, trade associations and private firms borrowing from the experience of LGAs that have successfully adopted this strategy. (vi) Continuously raise awareness to Politicians on the effect of political interference on internal revenue generation for service delivery. 
Toyin (2015) using descriptive analysis assessed factors affected internal revenue generation on Local Government Administration and level of development in Kogi State, Nigeria. The study established the extent the Central Government financed the Local Governments and internal revenue is generated. The researcher found that inadequate funds from the federal and State governments to the Local Authorities and little revenue from internal sources were among the major problems. It was recommended to institute adequate internal controls.
Tiwari (2017) by using descriptive analysis examined factors affecting public sector revenue management in Halaba special Woreda Town administration in Tanzania. The aim of the study was to identify the major factors that affect revenue collection; factors taken into consideration for revenue planning and to know the extent to which revenue management mechanism help in revenue management of Halaba Special Woreda Town Administration. The researcher found that factors that affected revenue management were poor planning and implementation, inadequate assessment of taxable sources, lack of required skill, attitudinal problems of revenue officers, inaccurate information of taxpayers, lack of full automation and lack of awareness of taxpayers. The researcher recommended that widening the town’s revenue sources base, improving planning and implementing capacity, establishing adequate data base systems, raising continuous awareness for taxpayers, institutionalizing standard accounting system that produces timely and reliable information, encouraging community participation in planning and revenue collection and need for designing the reward system.
Karimi (2017) by using descriptive survey research design assessed the effect of technology and Information Systems on revenue collection in Embu County. The study aimed at examining the effect of technology and Information Systems on revenue collection in Embu County in Kenya. The researcher found that investment in ICT is very important to Local Authorities. This was simply because computerized Information Systems had a positive effect on revenue collection. Adequate revenue collection enhanced efficiency as a result of timely revenue collection, enhancing management integrity, provision of clear records among other factors. Information systems also improved the operations that are facilitated by the Internal Control Systems which in turn enhances efficiency and effectiveness of the council. The study recommends a revision of the County’s Act and statutes to cater fully for the integration of information systems in the management activities of Embu county at all departmental levels to enhance information sharing and a coordinated approach of all programs.

Catherine and Kopanyi (2014). using descriptive analysis assessed factors affecting revenue generation in Municipalities. pointed out that absence of rigorous discipline in Local Governments is characterized by low revenue collection efficiency and significant budget deficits. Therefore, the challenge in revenue execution, particularly in Municipalities with soft budget constraints, is to take advantage of and learn to use their own resources and live within their means rather than rely on distorting cross-subsidies from the Central Government. 
Edogbanya and Sule (2013). using descriptive analysis assessed the extent to which revenue generation affected the development of the selected Local Government in Nigeria. The objective of the research was to analyze the extent to which revenue generation had affected the development of the selected Local Governments. The researcher found that there is a significant relationship between revenue generated and developmental effort of Government, poor development of the areas, lack of basic social amenities to the rural people and lack of revenue to maintain the existing infrastructures. The researcher therefore recommended that the Local Government should provide basic amenities of high quality. By doing so, the people’s interest would be geared towards giving their maximum support to the local government which would lead to the development of the rural area. 
Ngotho and Kerongo (2014). using both qualitative and quantitative approaches examined the determinants of revenue collection in Kenya. Researcher found that compliance levels and tax rates affected revenue collection. The study recommended that, the Government to initiate compliance campaigns to sensitize citizens.

Muturu and Mganga (2016). by using qualitative analysis examined the effect of outsourcing part or giving all out? Experience from Tanzania Local Government revenue collection. The study revealed that the whole process of outsourcing had not maximized the expected outcome especially having fiscal autonomy. Researchers concluded that quick measures were to be taken identifying the sources of revenue. CAG (2011). by qualitative analysis assessed base for outsourced revenue collection sources to agents. The major aim of the study was to evaluate factors affected outsource revenue sources in LGAs in Tanzania. It was noted that lack of base for outsourced revenue sources and poor monitoring of revenue collected by the employed agents. The researcher recommended that there should be a base for whatever is collected by employed agents and revenue collection should be monitored at all levels.
2.6
The study gap

Many studies have been carried out on revenue generation in Local Government authorities in Tanzania and outside the country. Inadequate revenue collection from LGAs’ internal revenue sources and insufficient funds received from the Central Governments were experienced to be great problems. CAG (2011), and Murutu and Mganga (2016) using qualitative analysis assessed outsourced revenue sources. They revealed that there were lack of base for outsourced revenue sources, poor monitoring for whatever was collected by the employed agents and outsourcing process of outsourced revenue sources was violated. Researchers recommended that the Council management should take appropriate actions to rectify the weaknesses and monitor revenue collected by agents. Toyin (2015) using descriptive analysis examined factors affecting internal revenue generation in Nigeria. He pointed out that there were problems in soliciting adequate funds from the Federal and State Government and Low revenue collected from the LGAs’ internal revenue sources. He recommended the State Government should adequately finance LGAs and Local Authority management should strengthen internal control on internal revenue collection. Magoya and Chikongoye (2011). Using qualitative analysis assessed potential revenue sources in Masasi District Council. The researcher revealed that there was lack of potential sources in Masasi District Council caused by inability of the Council management to identify new revenue sources and political pressure on Revenue collectors who then relaxed. The researcher recommended that staff should be capacitated in identifying new potential revenue sources, that legal frame work should timely be reviewed, Revenue collectors should be motivated, and awareness should be created to Councilors and taxpayers on the importance of tax payment for the betterment of the Citizens of Masasi.
The following issues were obtained from the literatures reviewed: - (i) inefficient monitoring of revenue officials and revenue collected by employed agents. (ii) lack of revenue skills and computer skills to revenue collectors. (iii) legal frame works such as bylaws were outdated. (iv) Tax payers resistance to pay tax (v) Political pressure in planning and revenue collection (vi) Inadequate review of revenue sources (vii) absence of rigorous displine of revenue collection officials, (viii) inaccurate information of taxpayers (ix) absence of tax payers’ registers (x) lack of awareness of taxpayers (xi) lack of base for outsourced revenue sources (xii) Violation of outsourcing process that benefited employed agents.
(xiii) Lack of adequate internal control and strategies from the Councils’ managements and (xiv) failure of the State Governments to finance adequate funds to LGAs.
These factors have great impact on revenue generation, implementation of the Councils’ projects and service delivery to the people within the areas of jurisdictions.  Taking into consideration that most researches were conducted outside Tanzania, and few in Tanzania but in other Local Authorities; researcher now was interested to assess if the same factors affected Babati Town Council.
2.7
Conceptual Framework

Miles and Huberman, (1994:18) defined conceptual framework as the document that “explains, either graphically or in narrative form, the main things to be studied and the key factors, concepts, or variables; and the presumed relationships among them. The study concentrated on assessing the factors faced LGAs’ on revenue generation for service delivery to the community within the areas of jurisdictions.
Ibeogu and Ulo (2015) by survey research design studied on the internally generated revenue in the Local Government system and sustainable community development in Nigeria. The study revealed that, inefficient monitoring of revenue officials and absence or poor entrepreneurial skills among revenue officials led to poor revenue generation and inadequate revenue generation capacity of the Local Government.
Mugoya and Chikongoye (2011) by using qualitative assessed the potential revenue sources in Masasi District Council. analysis explained that Local Government Authorities are affected by  the weak legal framework for revenue collection as some of revenue by-laws seem to be outdated; Lack of adequate potential revenue sources;  taxpayers resistance and low morale on the part of the citizens to pay tax; external pressure on the Local finance department to provide optimistic projections and political pressure on the revenue collectors to relax on revenue collection which contributed to inadequate revenue collection for service delivery.

Tiwari (2017). pointed out that poor implementation, poor planning, inadequate assessment of taxable sources, lack of required skills, attitudinal problems of revenue officers, inaccurate information of taxpayers, lack of full automation and lack of awareness of taxpayers led to poor generation in Halaba Special Woreda Town administration in Ethiopia. Karimi (2017). explained that investment in ICT is very important on revenue collection to Local Authorities. This was simply because computerized Information Systems had a positive effect on revenue collection. Adequate revenue collection enhanced efficiency as a result of timely revenue collection, enhancing management integrity, provision of clear records among other factors. Information systems also improved the operations that are facilitated by the Internal Control Systems which in turn enhances efficiency and effectiveness of the council in Embu County.
Catherine and Kopanyi (2014).  pointed out that absence of rigorous discipline in Local Governments is characterized by low revenue collection efficiency and significant budget deficits. Therefore, the challenge in revenue execution, particularly in Municipalities with soft budget constraints, is to take advantage of and learn to use their own resources (i.e. their revenue base) and live within their means, rather than rely on distorting cross-subsidies from the Central Government. Edogbanya and Sule (2013). explained that there is a significant relationship between revenue generated and developmental effort of Government, poor development of the areas, lack of basic social amenities to the rural people and lack of revenue to maintain the existing infrastructures. 
Ngotho and Kerongo (2014). noted that compliance levels and rates were factors that mainly affected revenue collection. Inflation and foreign direct investment influenced revenue collection though to some extent were beyond administrative control due to varying market forces.  Muturu and Mganga (2016). revealed that Local Government Authorities which have outsourced their revenue collection showed that, the whole process of outsourcing had not yielded the expected outcome especially on enabling Local Authorities to have fiscal autonomy instead it had turned out to benefit private agents who collect revenue. CAG (2011). found that there was lack of base for outsourced revenue sources and poor monitoring for whatever was collected by the employed agents. The researcher recommended that there should be a base for whatever is collected by employed agents and revenue collection should be monitored at all levels.

On the other hand, some of the strategies that will be discussed are: (i) To what extent the Council facilitation affect revenue collection, (ii) Inefficient monitoring on collecting revenue, (iii) Influence of political interferences on revenue generation and (iv) lack of training of stakeholders affect revenue generation in Babati Town Council.
 The reviewed literatures have shown that there are still gaps between budgeted and the actual revenue collected in LGAs. The following Variables were linked as indicated in the figure 1 below:
Figure 1: The conceptual Frame work

        Independent variables                                              Dependent variables                               
 SHAPE  \* MERGEFORMAT 



     Source: Modified from Edogbanya and Sule (2013)
CHAPTER THREE

3.0 RESEARCH METHODOLOGY

3.1
Overview

The methodology of the study is presented in the chapter. It comprises study area, research design, and sample and sampling procedures, the sample size, data collection techniques and data analysis techniques.
3.2
The area of the study

The study conducted in Babati Town Council, which is one of the seven Local Government Authorities in Manyara Region. Babati Town Council has an area of 460.86 km2 with a population of 93,108 people, according to official census statistics of 2012. Men were 47,313 and Women were 45,795. The Babati Town Council is found in the town center of Babati District and the head quarter of Manyara Region. Most of revenue sources of Babati Town Council are found in the Babati Town Center. This study was conducted in Babati Town Council because the Council presents other Local Government Authorities in Tanzania having the same characteristics and also, no study conducted in Babati Town Council on revenue generation. 
3.3
Research design

According to Mugenda and Mugenda (2005) the research design is the procedure used by the researcher to explore the relationship between variables to form subjects into groups, administer the measures and analyze data. The researcher applied the descriptive design in carrying out the study. This method is the best as it systematically given an intensive analysis of the situation; determines and reports the way things were in that. 
3.4
Sampling methods and procedures

The researcher divided the population into three strata; Head office, Ward and Village/Mitaa level. The purposive sampling which is a non-probability sample that conforms to certain criteria for selecting respondents from sampled staff and Councilors for interview. This enabled the researcher to control the sample size in the strata and increase statistical efficiency. 
3.5
The Sample size

Manyara Region has seven Local Government Authorities. Five District Councils and two Town Councils. District Councils are: Babati, Kiteto, Simanjiro, Hanang and Mbulu. Two Town Councils are Babati and Mbulu. The researcher sampled Babati Town Council from the population of given seven Councils. Babati Town Council had 1,230 employees. The purposive sampling which is a non-probability sample was applied to get targeted population involved on revenue collection which identified was 111 people. 47 from the Head Office, 53 from Wards, Village /Mitaa and 11 Councilors. 100 respondents were reached, and 11 targeted respondents could not be reached because of various reasons. 
3.6
Data Collection Techniques

Data were obtained from both primary and secondary sources. Primary data such as the medium-term frame works budgets, financial receipts, expenditure reports and financial statements were obtained from the Babati Town Director’s office. Secondary data were retrieved from existing books, research works on similar subject, magazines, research journals and internet. 
3.7
Data Analysis Techniques

Well-structured questionnaires, interview and review of documents were used to capture relevant information from primary and secondary data. Editing of data was done to eliminate irrelevant information and then data were verified and checked for consistency. Coding involved grouping similar answers or codes. Data were analyzed using the Statistical Package for Social Science (SPSS- Version 16) and processed to provide frequency tables. The qualitative techniques were used to describe and interpret data through logical reasoning and whereby quantitative technique involves frequency tables and percentage for decision making.
3.8
Variables and measurements

Data were analyzed using both qualitative and quantitative data analysis techniques. Quantitatively, data were coded and entered into computer software Statistical Package for Social Science (SPSS- Version 16.0) and processed to provide frequency tables and percentages. Variables compared were effect of Council facilitation on revenue collection, inefficient monitoring on revenue generation, and influence of political interference on revenue generation and the effect of lack of training of stakeholders on revenue generation. Qualitatively, information gathered from interviews and observations were analyzed by using descriptive analysis. Variables were measured by using descriptive statistics that is actual revenue generated over total budget. 

3.9
Validity and Reliability of data

3.9.1
Validity of data

Data were collected by using well-structured questionnaires with the help of experienced expert. The questionnaires were pre-tested before use in order to minimize errors and add efficiency of data collection.

Data were properly checked before data entry in the Statistical Package for Social Science whereby unwanted information were deleted from the respondents’ questionnaires to ensure consistence and reliability of the data collected. Data validation was done in order to get accuracy of data collected that present reality of the problem. Questionnaires were pre-tested to minimize errors from the respondents and obtain reliable data that portray the prevailing situation.
3.9.2
Reliability of data

A Reliability measure is one which gives the stable results in different time and conditions. Reliability of data refers to the extent to which data collected are pre-tested to obtain consistent of findings or similar observations and would be made or conclusions reached by other researchers or there was transparency in which sense was made from the raw data. Reliability of data was measured by using Cronchbach’s Alpha.  The researcher used expertise to formulate questions and when making personal interviews to respondents to get consistency and completeness of data. The reliability of data was measured by using the Cronchbach’s Alpha based on standardized items is 0.742 signifying that instrument used, and data collected were reasonably reliable (Tavakol, 2011).
3.10
The Study Limitations
Financial constraint was among the challenges faced the researcher during the data collection and research writing phase. This was caused by little money financed by the employer. This challenge was solved by using researcher’s personal money. 
Also, time inconveniency was another challenge faced the researcher, as he received a lot of office directives from the employer during the research writing phase. This was solved by extending research writing time.
Incomplete returned questionnaire. Apart from the above given challenges, 100 respondents were reached out of 111 targeted for, and two respondents returned incomplete questionnaires which were rejected by the researcher. 
Another challenge was a transport to reach some respondents who were found in Wards, Villages and Mitaa. This was solved by use of hiring motor bikes to reach respondents.
CHAPTER FOUR

4.0 RESULTS AND DISCUSION

4.1
Overview

This chapter presents the results and interpretation of data obtained from respondents from the Babati Town Council. Respondents reached were 100, but 2 questionnaires were rejected because they were found incomplete. Data collected were coded and analyzed using Statistical Package for Social Science (SPSS 16.0) computer software. The aim of this chapter is to relate the theoretical issues and the situation on the ground. The study assessed factors affected revenue generation in Babati Town Council.
4.2
Response rate

The researcher distributed 100 questionnaires to sampled respondents within Babati Town Council. All questionnaires were returned but 2 of them were rejected due to incompleteness leaving 98 questionnaires for analysis. This represents 98 percent.
4.3
Demographic information

The researcher collected information on the respondents of the following characteristics: gender, age, education and work experience. Analysis of the information is represented in this section. 
4.3.1
Distribution of Respondents by gender

Out of all respondents, 82 percent were male and 18 were female. This was due to the fact that revenue collection is considered as hard and difficult work that needs strong and courageous people. Based on the above reasons, majority of staff appointed and involved on revenue collection at Head office, Wards, Villages/Mitaa were of male gender while few females were involved in few areas. 
4.3.2
Distribution of Respondents by age

The researcher collected information on the age of respondents. Out of total respondents, 16 percent of respondents were between 26 – 35 years; while 46 percent were between 36- 45 ages and 38 percent of respondents were over 46 years. This indicate that majority of respondents were in an active age of 36- and above 45 which assures the reliability of their responses and comments regarding the study theme. They certainly had seniority levels and sense of maturity for the study which is good. 
Table 1: Distribution of respondents by age
	Age (Year)
	Frequency
	Percentage

	26 - 35
	16
	16 %

	36 - 45
	45
	46 %

	Over 46
	37
	38 %

	Total  
	98
	100 %


4.3.3 Distribution of respondents by education level

The status of education of respondents was of a great importance for the study. Information gathered from the field indicated that 27 percent of respondents had non-college education while the rest 83 percent had college education. This shows clearly that majority of respondents involved on revenue collection in Babati Town Council were diploma and Degree holders. The status was good for the study as the respondents were able to understand the topic of study, contents of the structured questionnaires and produce valid and reliable expected data for the study. 
Table 2 : Distribution of respondents by education level
	Level of Education
	Frequency
	Percentage

	Primary
	1
	1%

	Secondary
	25
	26%

	Diploma  
	23
	23%

	Degree/Master
	49
	50%

	Total
	98
	100%


4.3.4
Distribution of respondents by work experience

The researcher was interested to learn how long the respondents had been working in their current positions. The study revealed that majority over 50 percent of respondents had working experience of more than 10 years. It was important for the study to establish the work experience of the respondents as it gives description of the respondents’ working experience and familiarity on revenue collection. This indicates that the sampled respondents had enough working experience on revenue generation in Babati Town Council and that they were able to give realistic and reliable data related to subject under study. It can also be true that un experienced respondents may give wrong and invalid data because of lacking experience in the field.
Table 3: The distribution of respondents by work experience
	Working experience (year)
	Frequency
	Percentage

	1 -   5
	12
	12 %

	6 - 10
	35
	36 %

	11 - 15
	17
	17 %

	Over 15
	34
	35 %

	Total
	98                                    
	100 %


4.4
Effect of council facilitation on revenue collection

The following section is in line with the first objective and seeks to answer the question; on how Council financial facilitation on revenue collection and how it affects revenue collection in local authorities.
4.4.1
Facilitation on revenue collection

The Council was expected to facilitate revenue collection in terms of equipment (Point of Sales machines), review of revenue sources and Valuation rolls of property. The respondents were requested to rate the Council’s financial facilitation on revenue collection. 25 percent of the total respondents rated that, the Council financial facilitation on revenue generation was good and 70 percent rated average; while 5 percent of the respondents rated bad. Adequate revenue generation from internal revenue sources depends on the extent to which the Council facilitates on revenue collection. The researcher collected data on internal revenue generation trend from Council Town Treasurer’s office for the period of July 2014 to June 2017. It was found that, some of revenue sources were not performing well resulted to under revenue collection. This was caused by lack of Council facilitation in reviewing internal revenue sources and update tax payers’ register on liquor licenses, business licenses, hotel levy and lack of close supervision of revenue collected by Revenue officers. Six respondents pointed out that lack of strong and reliable strategies and inadequate internal controls were among the factors contributed in generating inadequate revenue from the Babati Town Council’s internal revenue sources. The management of Babati Town Council should critically think and take appropriate actions aimed at outsourcing adequate revenue from internal revenue sources.
Table 4: Council facilitation on revenue collection
	Score 
	Frequency
	Percentage

	Good
	25
	25 %

	Average
	68
	70 %

	Bad
	5
	5 %

	Total
	98
	100%


4.4.2
Council internal revenue collection performance

The researcher also reviewed data on revenue collection performance trend from the Babati Town Council’s internal revenue sources. Data obtained from the Council Treasurer’s office shown that inadequate revenues were generated from the Council internal revenue sources. This was possibly caused by inadequate supervision and lack of base on hard waste fees, hotel levy and liquor licenses. The other reason was the rigidness of the Ministry of Land, Housing and Human Settlement to pay back 30 percent of the Land rent collected and submitted to the Ministry by the Council. The data shown that revenue collected was below the budgeted figures and none of the sources reached 50% for all the financial years. Out of four analysed revenue sources, land rent and hard waste fee performed the poorest. Table 5 shows the council internal revenue collection performance for the financial years 2015/16 and 2016/17. 
Some respondents pointed out that internal revenue collection sources were interfered by the Central Government through circular No. 1 written by the Minister in President’s office Regional Administration and Local Government dated 24thJune 2003 mentioned various levies and that required to be limited or abolished or adjusted. These include: price development levy; bicycles levy; annual levy and local herbal treatment permission on fees; the wax and honey levy and vegetables; the entertainment levy; guest house levy and adjustment of produces to the level of not exceeding 5% of its selling, with promise that the Central Government could release general purpose grants as compensation which is not adequately done leading to delay in rendering expected services to the community.
Table 5:Council internal revenue collection performance
	Revenue Source
	Years 2015/2016
	Year 2016/2017

	
	Budget
	Actual
	percent
	Budget
	Actual
	Percent

	Hard waste fee
	  82,250,000
	19,750,000
	24 %
	62,534,000
	13,429,850
	22 %

	Hotel levy
	108,816,000
	53,200,000
	49 %
	20,000,000
	6,464,100
	32%

	30% Land rent 
	246,373,000
	22,554,647
	9 %
	246,373,000
	10,898,430
	4 %

	Liquor license
	  18,600,000


	8,831,000


	47 %
	18,600,000


	4,706,000


	25%


Source: Council’s financial reports,  2015-2017
4.4.3 Central Government facilitation and  Council’s projects
According to the Local Government Authorities Finance Act No. 9 (1982) amended in 2002, the Central Government has the responsibility of facilitating the implementation of the Council’s Projects. The researcher was interested to know the extent to which the Central Government facilitated the implementation of the Babati Town Council’s projects. Data obtained from the Council Town Director’s office showed that the Central Government facilitation on the implementation of the Council’s projects for the period of 2015/2016 to 2016/2017 was not adequate to enable implementation of all planned projects in Babati Town Council. LGCDG received 27 percent of the estimated budget, Global Fund received 23 percent, SEDP received 50 percent and no funds received for DADPs activities. This indicates that some of the planned projects could not be implemented as the expected funds were not received in respective years. The reasons for small disbursement of funds by the Central Government were: (i) inadequate funds collected by Central Government from internal sources; (ii) inadequate funds received by the Central Government from external donors to finance planned projects. 31% of the planned projects related to health facilities, education facilities, agriculture facilities and water facilities could not be implemented and hence delay in service delivery to the community. This indicates that inadequate receiving of funds from the Central Government had impact to the community as some of expected services could not be provided.
Table 6: Central Government facilitation on council’s projects
	Project
	Years

2015/2016
	Year

2016/2017

	
	Budget
	Actual
	Percent
	Budget
	Actual
	Percent

	LGDCG
	470,823,000
	93,365,900
	20%


	432,845,000
	151,358,000
	35%

	GLOBAL FUND
	170,000,000


	68,556,737


	40%
	170,000,000


	    9,192,000


	1%

	SEDP
	262,000,000
	262,000,000
	100%
	261,705,000


	0
	0%

	DADPS
	220,000,000


	0
	0%
	170,000,000


	0
	0%


Source: Council’s financial reports, 2015 -2017

4.4.4
Council's internal revenue sources review and revenue budget estimate.

The researcher thought it important to find out whether the Councils’ internal revenue sources were reviewed regularly for the purpose of obtaining and keeping accurate data for revenue collection and budget purpose. The respondents were requested to answer whether the Council budgeted adequate funds for reviewing internal revenue sources for generating data for revenue collection and budget purpose. The Council internal revenue sources regular review was rated as good by 32 percent of total respondents, while majority 60 percent rated as average and 8 percent rated bad. Two respondents further clarified that, there was a problem of taxpayers’ data base. For example, Bus Stand, Crop cess, business licenses, Liquor licenses and hotel levy had no registers for maintaining and keeping taxpayers’ records for budget purpose. Therefore, it was difficult to get a number of taxpayers and estimated amount to be paid by every individual. CAG (2011) and REPOA (2008) both pointed out that lack of data base for out sourced revenue sources and other revenue sources and lack of monitoring for whet ever collected by agents were among the factors contributed in sourcing inadequate revenue for service delivery. Revenue monitoring seems to a problem that needs special attention from the management.
Table 7:Council's internal revenue sources review and budget estimate.
	Response 
	Frequency
	Percentage

	Yes good
	46
	32 %

	Yes average
	48
	60 %

	Neutral
	4
	8 %

	Total
	98
	100%


4.4.5 The Council budget and valuation rolls of property

The researcher also thought it important to find out whether the Council budget adequate funds for valuation roll of property. The respondents were requested to rate whether Council budget funds for valuation rolls of property was adequate. 31 percent of the respondents agreed that the Council budget adequate for valuation rolls of property, 13 percent were neutral and majority 56 percent of the respondents disagreed that the Council did not budget adequate funds for valuations rolls of property. The valuation rolls of property plays a great role in increasing Council’s revenue collection as the property rate will be computed based on the value the building instead of based on flat rate which always led to less revenue collection from a particular source. The Council was found using flat rate of Tshs 2,000.00 for residential buildings and Tshs 5,000.00 for commercial buildings which were very low. Ngotho and Kerongo (2014) noted that compliance levels and tax rates affected revenue collection in Kenya. In order to solicit adequate from property tax the Council’s management is highly required to revise the rates.
Table 8: The council budget and valuation rolls of property
	Response
	Frequency
	Percentage

	Agree
	30
	31 %

	Neutral
	13
	13 %

	Disagree
	55
	56 %

	Total
	98                          
	100%


4.4.6
Budget for acquisition of POS for revenue collection

In order to generate adequate revenue from the Council’s internal revenue sources, the use POS is paramount reason and therefore the Council’s management has the responsibility of budgeting adequate funds for acquisition of electronic devices to facilitate adequate revenue collection. 
The respondents were requested to answer whether the Council budgeted adequate funds for acquisition of electronic devices for revenue collection. Majority 58 percent of respondents thought that the Council did not budget adequate funds for acquisition of electronic devices for revenue collection, 8 percent of respondents were neutral, and 34 percent agreed that budgeted funds for acquisition of POS. One respondent further clarified that, in the financial year 2016/2017 the Council did not budget funds for acquisition of electronic devices for revenue collection. 
Three respondents from the Finance department clarified that the Council had only 20 electronic devices for revenue collection and that 1 electronic device was not working. 19 electronic devices could not meet the demand. Generating adequate revenue from the Council’s internal sources depends on adequate availability and adequacy of equipment or tools used in revenue collection. Having little tools will not enable achievement of the Council’s expected objective of soliciting adequate revenue from internal revenue sources of which the management set budget for acquisition of POS.
Table 9:  Budget for acquisition of electronic devices for revenue collection
	Response
	Frequency
	Percentage

	Agree
	33
	34 %

	Neutral
	8
	8 %

	Disagree
	57
	58 %

	Total
	98
	100%


4.4.7
Do Council have adequate electronic devices for revenue collection.

The researcher though it important to know the adequacy of electronic devices available for revenue collection in Babati Town Council. The respondents were requested to answer whether the Council had adequate electronic devices for revenue collection. Majority 69 percent of the respondents disagreed that the Council had adequate electronic devices for revenue collection. Three respondents from the Finance department clarified that the Council had only 20 electronic devices for revenue collection and that 1 electronic device was not working. 19 electronic devices could not meet the demand. Generating adequate revenue from the Council’s internal sources depends on adequate availability and adequacy of equipment or tools used in revenue collection. Having little tools will not enable achievement of the Council’s expected objective of soliciting adequate revenue from internal revenue sources. The Council management has to ensure that there is adequate point sales machine for revenue collection from internal revenue sources. Tiwari (2017) pointed out that lack of modern equipment for revenue collection was among the factors contributed to inadequate revenue generation in Halaba special Woreda Town administration. Table 10 shows the status of adequacy of electronic devices in Babati Town Council. 
4.5
The effects of the inefficient monitoring on revenue collection

This section is tending to attain the second objective of the study and assessed the extent inefficient monitoring on revenue by putting strategies and strong internal controls affect generation of adequate revenue from internal sources.
4.5.1
Inefficient monitoring of revenue collection

Researchers shown that there were problems in many LGAs in putting strong strategies, internal controls, identifying new methods and new sources of revenue, equipping computer skills and knowledge to revenue collectors and ensure that Revenue collectors are adequately motivated. The researcher was interested to gather information on the extent the management support the Council on revenue collection. The respondents were requested to answer whether the Council management supports the Council on revenue collection by putting strong strategies and internal controls, embarking computer skill and motivation. 36 percent of total respondents agreed that the Council Management supported the Council on revenue collection, while 64 percent of respondents disagreed that the Council’s management did not support the council on revenue collection. Two respondents further clarified that strategies and internal controls to some revenue sources like hard waste fees and Bus stand were not adequate to enable the Council to collect adequate revenues. This indicates that there are problems of weak internal controls and putting strategies aimed at soliciting adequate revenue from internal revenue sources which needs special attention in strengthening internal controls and putting strategies. Tiwari (2017) pointed out that poor planning and implementation, inadequate assessment of taxable sources were among the factors contributed to inadequate revenue generation in Halaba special Woreda Town administration.
Table 10: Inefficient monitoring of revenue collection 
	Response
	Frequency
	Percentage

	Yes
	35
	36 %

	No
	63
	64 %

	Total
	98
	100%


4.5.2
Revenue collection methods currently used on revenue collection
The researcher was interested to know methods currently used on revenue collection from internal revenue sources in Babati Town Council. The participants were requested to rate methods used by the Council in revenue collection. 9 percent of all respondents rated that the Council used staff and electronic devices. 1 percent of all respondents rated that the Council used agents and use of electronic devices, whereas 90 percent of all respondents rated that the Council used both staff and agents and by the use of electronic devices and manual receipts. The study revealed that the use of manual receipts is not effective in generating adequate revenue; hence the management should concentrate in using point of sales machines which are more effective compared to manual receipts.
Table 11:Revenue collection methods currently used to collect revenue
	Method
	Frequency
	Percentage

	Staff by use of EDs
	9
	9 %

	Agents by use of EDs
	1
	1 %

	Both staff and agents by use of 

EDs and Manual Receipts
	88
	90 %

	Total
	98
	100%


4.5.3
Revenue collectors’ and computer skills on revenue collection

The researcher was interested to know whether revenue collectors in Babati Town Council had computer skills in connection with revenue collection. The respondents were requested to rate whether revenue collectors had computer skills on revenue collection. 31 percent of all respondents agreed that revenue collectors had computer skills on revenue collection, whilst 6 percent were neutral and majority 63 percent of respondents disagreed that revenue collectors had computer skills on revenue collection. This implies that the Council may not generate adequate revenue from internal revenue sources by virtual of lacking revenue collectors with basic computer knowledge on revenue collection. Tiwari (2017) noted that lack of computer skills revenue collectors was among the factors contributed to inadequate revenue generation in Halaba special Woreda Town administration in Ethiopia. The management should concentrate in equipping computer knowledge to revenue collectors and other revenue line managers.
Table 12 :Revenue collectors’ computer skills on revenue collection
	Response
	Frequency
	Percentage

	Agree
	30
	31 %

	Neutral
	6
	6 %

	Disagree
	62
	63 %

	Total
	98
	100%


4.5.4
Revenue collectors and Motivation on revenue collection

Researcher saw it important to know whether revenue collectors were adequately motivated in Babati Town Council. The respondents were requested to answer if revenue collectors were adequately motivated on revenue collection or not. 34 percent of total respondents agreed that revenue collectors were motivated, while 6 percent of respondents were neutral and majority 60 percent of respondents disagreed that revenue collectors were motivated on revenue collection. Three respondents clarified that lack of motivation to revenue collectors contributed to inadequate revenue generation from the Council’s internal revenue sources. The researcher’s advice is that the management should timely motivate revenue collectors and take displinary action to those who do badly.
Table 13:Revenue collectors and Motivation
	Response
	Frequency
	Percentage

	Agree
	33
	34 %

	Neutral
	6
	6 %

	Disagree
	59
	60 %

	Total
	98
	100%


4.6
Impact of political interferences on revenue collection

4.6.1
Political interference on revenue collection

The researcher wanted to know if there was political interference from the Councilors and Central Government on revenue collection in Babati Town Council. The respondents were requested to answer whether there was political interference on revenue collection from Central Government and Councilors. 89 percent of total respondents agreed that there was political interference on revenue collection from politicians and the Central Government, while 6 percent of respondents were neutral, and 5 percent of respondents rejected that there was no political interference on revenue collection in Local Government Authorities. Two respondents added that, in 2003 the Central Government nullified price development levy; bicycles levy; annual levy and local herbal treatment permission on fees; the wax and honey levy and vegetables. This was obtained from the Circular No. 1 issued by the Minister in President’s office Regional Administration and Local Government dated 24thJune 2003. 

Furthermore, data gathered from the Town Director’s office revealed that the Central Government abolished several sources of revenue in 2003; to mention few are hut taxes, bicycle stickers fee, Cattle fees and development levy with a promise of releasing subsidies funds to Local Authorities which is not adequately done. During the financial year 2015/2016, the Central Government took over 30 percent retention money from collection of Land rent and sign board advertising fees. The Crop cess have been reduced from 5 percent to 3 percent of the buying prices for which the Babati Town Council budget was affected and reduced the ability of the Council to generate adequate revenue and hence service delivery to the Community. In 2016/2017 the Central Government instructed all ALGAs not charge crop cess below 1 ton which was contrary to many LGAs’ bylaws. For smooth running of Local Governments, the Central Government should consider the impact of such interferences to the Local Authorities in delivering services to the community.   Muyoya and Chikongoye (2011) pointed out that lack of political support and political pressures in revenue collection in Masasi District Council which contributed inadequate revenue generation in many Local Government Authorities.
Table 14:Political interference on revenue collection
	Response
	Frequency
	Percentage

	Agree
	87
	89%

	Neutral
	6
	6%

	Disagree
	5
	5%

	Total
	98
	100%


4.7
Effect of lack of training of stakeholders on revenue collection

4.7.1
The Council budget and training of Councilors and payers on revenue collection.

The researcher thought it crucial to know whether the Council management budget funds for creating awareness to Councilors and taxpayers on revenue collection and implementation of budget. The respondents were requested to rate whether the Council budgets adequate funds for training Councilors and taxpayers on revenue collection and implementation of budget. 34 percent of total respondents agreed that the Council budgeted funds for training Councilors and payers on revenue collection and implementation of budget, while 7 percent of respondents were neutral and majority 59 percent of respondents disagreed that the Council did budget funds for training of Councilors and taxpayers on revenue collection and implementation of budget. Seven respondents clarified that some Councilors and taxpayers are not aware on the relationship between revenue collection and implementation of the Council budget. They further added that, some payers failed to pay simply because they didn’t know the relationship between what they pay and the implementation of the Council’s budget. Mugoya and Chikongoye (2011).  revealed that, there was inability of Council’s staff in identifying new sources which contributed in outsourcing inadequate revenue from the Council internal revenue sources.
Table 15: The Council budget and training of  stakeholders
	Response
	Frequency
	Percentage

	Agree
	33
	34%

	Neutral
	7
	7%

	Disagree
	58
	59%

	Total
	98
	100%


4.7.2
Lack of Stakeholders’ Training on Revenue Collection 
Some researchers pointed out that Councilors had views that it was the duty of Council team management to collect revenue for rendering services to the community and the Councilors’ duty was to monitor what had been collected for provision of services. They added that some payers are rigid to pay simply because they did not understand the importance tax payment to the Government. The researcher saw the importance of assessing the relationship that exists between Councilors and payer’s awareness on revenue collection and implementation of the council’s budget. The respondents were requested to answer whether the Council management budgeted adequate funds for training of Councilors and other Stakeholders on revenue collection and implementation of the Council budget. 10 percent of respondents agreed that the Council management budgeted adequate funds for training of Councilors and other Stakeholders on revenue collection and implementation of budget, while 17 percent were neutral and majority 73 percent of respondents disagreed that the Council estimates adequate budget for training of Councilors and Stakeholders on revenue collection and implementation of the Council budget. Lack of awareness on revenue collection and implementation of budget to Councilors and Stakeholders had great effect on service delivery to the community. Mugoya and Chikongoye (2011).  revealed that there was inability of Council’s staff in identifying new sources which contributed in outsourcing inadequate revenue from the Council internal revenue sources.
Table 16:  Lack of Stakeholders’ Training on Revenue Collection
	Response
	Frequency
	Percentage

	Agree
	10
	10%

	Neutral
	17
	17%

	Disagree
	71
	73%

	Total
	98
	100%


4.7.3
Revenue Collectors’ Training on New Methods and Knowledge
One of the areas looked into by researchers was training of revenue collectors on new methods and knowledge on revenue collection. The effectiveness of revenue collection depends very much on the skills and knowledge of revenue collectors on methods applied by the respective Local Authority on revenue collection. The researcher requested respondents to answer whether revenue collectors were trained on new methods and knowledge on revenue collection. 24 percent of total respondents agreed that revenue collectors were trained on new methods and knowledge on revenue collection, while 15 percent were neutral and 61 percent majority of respondents disagreed that revenue collectors were adequately trained on new methods and knowledge on revenue collection. Lack of skills on new methods and knowledge on revenue collection in generating revenue from the Council internal revenue sources contributed in outsourcing inadequate revenue for service delivery to the community. 
Table 17: Revenue Collectors Training on New Methods and Knowledge 
	Response
	Frequency
	Percentage

	Agree
	23
	24%

	Neutral
	15
	15%

	Disagree
	60
	61%

	Total
	98
	100%


4.8
Ranking of Factors Influencing Revenue Generation in LGAs
The researcher saw it as important for the study to rank factors affected revenue collection in Babati Town Council. The purpose of ranking was to know the extent to which each factor affecting revenue generation in Babati Town Council for appropriate measures. The respondents were requested to rank factors influence on revenue collection. Financial facilitation on revenue collection was ranked as of high influence on revenue collection by majority 52 percent of total respondents, while Political interferences was ranked as of high influence on revenue collection by 50 percent of total respondents. Training of Councillors and Stakeholders was ranked as of low influence on revenue collection by 57 percent of respondents, while Management support was ranked as of medium influence on revenue collection by 44 percent of total respondents. Thus, political interferences and financial facilitation were perceived to affect revenue collection in Local Governments to a greatest extent while Management support and training of stakeholders affected it to a less extent. Table No 19 below shows ranked factors influence on revenue collection.
Table 18: Ranked factors influencing revenue collection in LGAs
	Ranked factors
	1- High
	2 -Moderate
	3 - Low

	Respondents’ response
	Frequency %
	Frequency %
	Frequency %

	Financial facilitation on revenue collection
	51
	52%
	39
	40%
	8
	8%

	Management support on revenue collection      
	41
	42%
	43
	44%
	14
	14%

	Political interference on revenue collection       
	49
	50%
	33
	34%
	17
	17%

	Training of Stakeholders on revenue collection   
	9
	9%
	33
	34%
	57
	57%


CHAPTER FIVE

5.0 CONCLUSIONS AND RECOMMENDATIONS

5.1
Summary of key findings

The aim of the study was to assess factors affecting revenue generation in Local Government Authorities in Tanzania. The research specific objectives were determined to measure that attainment of the major objective. The results of the study have been written in order of the specific objectives. The first specific objective was to examine the influence of Council facilitation on revenue generation in Babati Town Council. The second was to assess the influence of the Council management support on revenue collection; the third was to evaluate the influence of political interference on revenue collection in Babati Town Council. The fourth specific objective was to assess the impact of lack of training of Councilors and other stakeholders on revenue collection and implementation of budget in Babati Town Council.
5.1.1
Examine the Effect of Council Facilitation on Revenue Collection in Babati Town Council

 The study found that the Council financial facilitation on revenue collection was average as rated by 70 percent of respondents; meaning that the Council did not adequately facilitate on revenue collection which led to under collection of revenue. Furthermore, the study also revealed that 60 percent of respondents responded that the Council did not regularly review internal revenue sources for obtaining and maintaining accurate data for revenue collection and budget purposes that led unrealistic revenue budget. This had in impact to the council budget and revenue collection. Moreover, the study found that the Council did not budget adequate funds for valuation rolls of property and acquisition of electronic devices for revenue collection which result to inadequate electronic devices for revenue collection from internal revenue sources. The study also revealed that the Central Government facilitation on Council’s projects was found weak as some of budgeted funds were not released for implementation of expected projects and hence local people did not benefit the services. All these reasons contributed to the prevailing under-collection of the Council’s revenue, which in turn resulted to poor service delivery to the community.
5.1.2
Assess Inefficient of monitoring of Revenue Collection in Babati Town Council

The study found that there was inefficient monitoring on revenue collection by putting adequate strategies and internal controls as responded by 64 percent of respondents. Revenue collection strategies and adequate internal controls over revenue collection systems have a great role in generating adequate revenue from the council internal revenue sources. Absence of updated registers on liquor licenses, business licenses and hotel levy, lack of adequate point of sales machines, lack of computer skills to some revenue collectors, lack of motivation to revenue collectors had a great impact in generating revenue from internal revenue sources and contributed little revenue generation. The management should ensure that internal control is strengthened at all levels and adequate strategies are put in place.
5.1.3  Assess political Interference on Revenue Collection in BTC
The study indicates that there were political interferences from Central government and Councilors on revenue collection as agreed by 89 percent of respondents. The study showed that Central Government waved Local Government revenue sources without consent of the respective Local Authorities which resulted to poor service delivery to local people. Similarly, Chikongoye (2011) found that there was political pressure on the revenue collectors to relax on revenue collection in Masasi District Council and hence caused under revenue collection.
5.1.4
Adequacy of training of Stakeholders on Revenue Collection.
The study revealed that the Council did not budget adequate funds for training of Councilors and stakeholders on revenue collection and implementation of the Council budget, as rated by 59 percent of respondents. It was further noticed that revenue collectors, councilors and payers were not trained on methods of revenue collection, new knowledge and implementation of the Council budgets. This resulted in rigidness in tax payment between tax payers and Councilors as they were not aware of their role on revenue collection. This in turn led to low revenue collection and ultimately poor service delivery to community. This implies that training of Councilors and other stakeholders are important element in generating adequate funds for the Council service delivery to the community.

5.2
Conclusions

The study was done to assess the factors affecting revenue generation in Local Government Authorities in Tanzania, a case study of Babati Town Council. Babati Town Council is a prototype of many Local Government authorities in Tanzania. The study therefore concludes that Local Government Authorities in Tanzania are faced by a number of problems in generating revenues from both internal revenue sources and soliciting adequate funds from the Central Government. The LGAs’ financial capacity is weakening year after year, making them rely more from Central government which is also not adequately released as per budgets. It can also be concluded that inadequate financial facilitation, inefficient monitoring of revenue collected, lack of training of Councilors and other stakeholders on revenue collection, and political influences contributed to inadequate revenue generation, which lead to poor service delivery to the community. Hence, the Local people do not benefit much from the services of the Local Government Authorities. Key identified reasons for such poor revenue generation performance have been revealed as inadequate Council facilitation and political interference on revenue generation. The study has given recommendations to the management if followed and implemented will enable revenue collectors to bring required revenue from internal sources. Revenue generation in Local Authorities in Tanzania has turned to be driven with a lot of challenges which will not only result into weak financial ability but also negatively affect the provision of public services to the community at the required rates which also requires special attention to rectify.

5.3
The Contribution of the Study to the Theory

This study applied the fiscal federation theory as a key center of discussion. The theory focused on the provision of public services to the community that private individuals could not provide because of market failure in the economy. The study revealed that establishment of Local Government Authorities in the world was in line with the provision of public services to the community like education, roads, hospitals, clean water etc which private individuals could not do. To perform these roles, Local Government Authorities need adequate revenue from internal and external sources. The study also revealed that, Local Authorities capacity has been deteriorating each year, which weakened ability of Local Authorities of delivering public services to the community. 
This study has therefore established factors which influence revenue collection in Local Government Authorities and has given recommendations which will greatly contribute and enable the Local Government Authorities and specifically Babati Town Council generate adequate revenue from internal revenue sources and receive adequate grants from the Central Government for sufficient public service delivery to the community within the areas of jurisdictions which is a core focus of the theory. 
5.4
Recommendations

The system of governance should be decentralized to allow Local Government Authorities have more control over their revenue sources. Thus, the Central Government order to increase and sustain the ability of service delivery to the community within the areas of jurisdiction. Local Government Authorities should be allowed to have greater control of their revenue enhancement plans and revenue sources.  It is common for the Central Governments to interfere the Local Authorities’ revenue enhancement plans and revenue sources that contribute to poor service delivery to the community. Greater control over revenue enhancement plans will enable Local Government Authorities generate adequate revenue for service delivery to the local people.
Local Government Authorities should adequately facilitate revenue collection, perform regular review of internal revenue sources, and maintain accurate data for budget and adequate revenue generation. Thus, the management should internally review revenue sources for the purpose of establishing data as a base of budget and payers from which revenue shall be generated to build a total Council revenue budget.  

The Local Government Authorities should budget adequate funds for acquisition of point of sales machines and train revenue collectors on computer skills and new methods of revenue collection aimed at generating adequate revenue from existing revenue sources and new revenue sources. Revenue collection by use of point of sales machines has been revealed to be more effective than using manual receipt books. Therefore, having adequate point of sales machines and train Revenue collectors on computer skills and new methods of revenue collection will facilitate adequate revenue generation for service delivery.

The Local Government Authorities should continuously budget adequate funds for valuation rolls of property for the purpose of updating property rates and maintain property tax payers’ registers. Valuation rolls of property has been revealed to be one of the best options to rise revenue collection as the amount of property to be paid shall now be calculated based on the value of the buildings rather than using flat rates currently in force.

The Local Government Authorities should train Councilors and other Stakeholders on revenue collection and implementation of Council’s budget as dependent variables. Majority of Councilors and other stakeholders were not aware on the relationship between Revenue generation from the internal revenue sources and grants received from the Central Government and the implementation of the Council’s projects. This will enable the Councilors to know their role and be good ambassadors on revenue collection for service delivery in their areas of jurisdiction.
The Local Government Authorities should introduce registers on business licenses, liquor licenses and hotel levy as part of strategy and internal controls. This will enable the Council’s management to know a number of taxpayers and the amount they are supposed to pay every year of income and generate adequate revenue for service delivery to the community.
 Revenue collectors should timely be facilitated and motivated by being promoted or given monetary incentives. Adequate revenue generation in Local Authorities depends very much to the extent the management facilitates revenue collectors to reach revenue sources and the way they are motivated for generating adequate revenue generation. This means that good performers should either be promoted or given cash as incentives and bad performers should also be punished accordingly.
Local Government Authorities management should adequately support on revenue collection and take timely appropriate disciplinary actions to dishonesty revenue officers. Revenue collection as activity needs committed people with high integrity; otherwise most of revenue collected may be appropriated for personal use. Poor performers and dishonesty revenue officers shall be punished to discourage such behaviour be polluted to other revenue collectors.
The Central Government should adequately and timely facilitate the implementation of Local Authorities’ projects and add Local Authorities autonomy of decision making. Most of projects implemented in Local Authorities depend on funds received from the Central Government. Positive move and good performance on implementation of projects in Local Authorities is determined by amount of funds received from the Central Government. Otherwise, the projects remain unimplemented for the whole year of income and local people do not benefit from such services.

5.5
Suggestions for Further Study
The researcher recommends a deep study on the following areas:

Effectiveness of Local Government Revenue Collection Information System on revenue collection in Local Authorities in Tanzania.

Effectiveness of Point of Sales Machines in revenue collection in Local Government Authorities in Tanzania.
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APPENDICES

Appendix 1: Questionnaire for the factors affecting Revenue generation in Local Government Authorities: A case study of Babati Town Council.

Dear Respondents

I am currently undertaking a research for Masters Degree on factors affects Revenue generation in Local Government Authorities. A case study of Babati Town Council. I therefore kindly request you to fill this questionnaire. It will take half an hour to complete. The information given will be used for academic purpose only and be treated confidentially. 

SECTION (A):  DEMOGRAPHIC INFORMATION  

(1)Gender:   Male      [  ]     Female     [  ]  

(2) Age (Years) 25-18[  ]   26-35 [  ]  36-45 [  ] over 46

 (2)Education: Primary         [   ]    Secondary   [  ]   Diploma    [   ]     Masters/Degree[  ]

(3)Working experience (Years): 1-5 [  ] 6-10[  ] 10-15 [  ] over 15 [  ]

B:     COUNCIL FINANCIAL FACILITATION ON REVENUE COLLECTION

(4) Facilitation on revenue collection means, allocating resources for collecting revenue from internal revenue sources of the Council, reviewing the internal sources of revenue, Valuation rolls of property and facilitation of electronic devices which will facilitate smooth and easy collection of revenue.

4.1 How would you rate the Babati Town Council on facilitation on revenue collection?

      Good   [  ]    Average    [  ] Bad   [  ]

Are your Council’s internal revenue sources reviewed regularly by obtaining and maintaining accurate data for revenue collection and budget purposes?
Good    [  ]    Average [  ]    Bad   [  ]  

     4.3 Do the Council budget adequate funds for valuation rolls of property aimed to increase revenue collection?  Agree      [  ]   Neutral    [  ]   Disagree [  ]

4.4 Do your Local Government Authority budget adequate funds for acquisition of electronic devices and other necessary equipment for revenue collection purpose?.

Agree        [  ]    Neutral     [  ] Disagree   [  ]

4.5 Do your Local Government Authority have adequate electronic devices for revenue? 

      Collection?.            Agree     [  ] Neutral   [  ]    Disagree    [  ]

C: INEFFICIENT MONITORING OF REVENUE COLLECTION 

5.1 Do the Babati Town Council management adequately monitor revenue collection in putting strong strategies and adequate internal controls?      Yes    [  ]        No     [  ]

5.2 Which methods of Revenue collection are currently used by Babati Town Council on revenue collection? 1. Staff by use of electronic devices [  ], 2.staff by use of manual receipts [  ] 3.Agents by use of electronic devices [  ] or 4. Both staff and agents by use electronic devices and manual receipts [  ].

5.3 Do the Council revenue collectors have computer skills to facilitate revenue collection in  Babati Town Council?       Agree   [   ]    Neutral    [   ]   Disagree   [   ]

5.4  Do the Council management motivate Revenue collectors in performing their day to day Activities?     Agree   [   ]      Neutral     [   ]   Disagree   [   ]

E: POLITICAL INTERFERENCE

6.1 Are there any political interference from the Councilors or Central Government on revenue collection in your Local Authority?    Agree    [   ]     Neutral   [   ] Disagree [   ]

D: TRAINING OF STAKEHOLDERS

7.1 Do the Babati Town Council budget adequate funds for training stakeholders on revenue   Collection and payment?.    Agree      [   ]       Neutral    [   ]       Disagree [   ]

7.2 Are Revenue collectors (officers) trained on the methods and new knowledge on revenue collection in your Local Authority?.   Agree     [   ]  Neutral   [   ]    Disagree [   ]

7.3 Do the Council train Councilors on revenue collection and implementation of budget in your Local Authority?.     Agree   [   ]          Neutral [   ]        Disagree [   ]

7.4 Do the Council train tax payers on tax payment and implementation of budget in your Local Authority?  Agree    [   ]   Neutral    [   ]      Disagree [   ]

8.1 How do you rank the factors on their influence on revenue generation in Babati Town Council?

Put 1 to mean high influence, 2 moderate or 3 to mean Low. 

Council facilitation on revenue collection         [    ] 

Management support on collection revenue      [    ]

Training of stakeholders on revenue collection [    ]

OTHER FACTORS

9. On your experience on revenue collection in Local Government Authorities and specifically Babati Town Council, what other factors do you think do contribute to ineffective revenue generation from internal sources?

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
ALTERNATIVE SOLUTIONS

10. On your opinion, what strategies or solutions basically can be put in place in order to eliminate the above weaknesses in order to increase revenue generation in Babati Town Council? 

-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
11. Revenue collection performance trend in Babati Town Council? 

	Source of Revenue
	Financial Year

--------------------------------------
	Financial Year

-----------------------------------------
	Overall percent
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	Actual
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12. How the Central Government finances Babati Town Council’s Projects? 

	Project
	Financial Year

-------------------------------------
	Financial Year

------------------------------
	Overall percent

	
	Budget
	Actual
	percent
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	Actual
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Thank you for your cooperation.

Komba Osmund J,
Revenue collection efficiency = ∑ Revenue collected


    ∑ Budget





(Measured by overall revenue collected/grants received against overall budget for the financial year).
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