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ABSTRACT
This study was mainly on assessing the factors contributing to low revenue collection for Tunduma Town Council. Tunduma Town Council has many sources of revenue which some are directly collected by the Tunduma Town Council while other being outsourced to local privatized agents. The Town Council has been experiencing performance failure in revenue collection from their own sources while the expenditure for community services is a highly increasing practice. In addressing such a financial gap, the researcher  specifically focused on identifying main own sources of revenue collected by the Town Council, determining process of revenue collection in practice for the Town Council and finally examining the best revenue collection system and recommended improvements for Tunduma Town Council. The study used survey questionnaire and structured interview for data collection. However, the study used purposive sampling technique to enable collection of data from units with involvement, specialist experience and knowledge on revenue collection. Also it employed quantitative research design because data analysis through descriptive statistics involved mathematical manipulation. A sample size of 50 respondents was used based on purposive judgmental sampling. The study population selected was from revenue collectors’ point of view. in revenue from various sources was noticed due to some managerial factors. The researcher expects significant increase in revenue from various own sources if proper revenue management practices will be employed. The dissertation is made of five chapters. Chapter one presents background information to the problem. Chapter two constitutes the literature review relevant to the study. The Research methodology is presented in chapter three. Chapter four involves Research findings, analysis and discussion. Lastly, chapter five gives summary, conclusion and recommendations.
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CHAPTER ONE
INTRODUCTION
1.1
Overview
The dissertation is made of five chapters. Chapter one presents background information to the problem. Chapter two constitutes the literature review relevant to the study. Chapter three outlines the methodology (ies) used in the study. Chapter four provides findings and discussion. Lastly, chapter five draws conclusion and recommendations.
1.2
Background to the Study

One of the principal tasks of local government is to provide public services, which are paid for out of rates and taxes within its respective area of jurisdiction. The services that are provided depending  on the physical and economic size of  local government authorities, their administrative capabilities and expertise, the available resources of labour and capital and their interest. 
Local revenue collection systems are determined by set principles and By-laws by central government and local authorities respectively. Other critical determinants include factors as such nature of revenue received, size of jurisdiction and mode of payment. Countries around the World face problems in raising sufficient Public revenue for Public expenditure. In 2005 to 2008 Countries like Pakistan and Bangladesh in South Asia have experienced difficulties on financing deficit emerged from expenditure in excess of revenue. The Local governments in Tanzania have less capacity to mobilize revenue to have financial sustainability for promoting the well-being of their local communities. Such financial constraints necessitated substantial assistance from Central government for the expansion of services. According to Mrutu, L., & Mganga, P. (2016) who noted that “inability to identify new source of revenue, failure to utilize the available sources caused by lack of capacity (mechanism and skilled personnel) to collect enough revenue, is mentioned as the paramount reason for financial crisis to many local authorities in the world”.

Many developing countries face a number of deficiencies when it comes to revenue collection through tax where by majority of people are poor to the extent that they cannot pay tax and those who are political and financial powerful they do not want to pay tax (Fjeldstad, O. H., & Rakner, L. 2003). However, economic development depends on many, complex and interrelated factors. These include social, natural, political, technological, climatic, and financial factors which can be harnessed to create conditions for high growth, productivity and prosperity for the nation. The level of poverty amongst the population stands at 17 percent that people live in absolute poverty failing to pay taxes. 
According to Ellis, A. (2007) “the agriculture sector employs nearly 80% of the workforce in Tanzania out of whom 90% are women. Most of these workers are not covered by formal social security schemes and trade union representation. Moreover, women are also generally paid lower than men”. Average monthly incomes amongst employed men are 1.67 times higher than women. People are always demanding that t councils should provide better services, but the same people might be reluctant to find from their own pockets the extra money necessary to pay for the improvements they require.

The local governments’ tax reform in 2001 aimed at increasing revenue generation with involvement of Public Private Partnership arrangements. In most LGAs, the target objective was not achieved due to management performance failure in ensuring the enhanced revenue collection. The system made most of the LGAs experience loss and instead high profits were realized by privatized agents.
The extant literature revealed that prior assessment of the revenue potential was poor in many councils implying that the contracted amount which was to be remitted to the council represented only  a small fraction of the revenue actually collected by the agents compared to that collected by council staff before outsourcing practice. Tanzania adopted revenue collection system originating from rationalization in 2003.The management of local authority finance is therefore a matter of concern not only to the councillors but also to every citizen who contributes to the revenue.
1.2.1
Revenue Generation

This is a process by which an organization or a company plans to market and sell its products or services in order to generate income. “Before outsourcing took place, the council treasury staffs were spending a substantial proportion of their time on tax collection. The complaints from citizens about the council’s revenue collectors and the money collected didn’t benefit the people something which necessitated the government to undergo local government tax reform” (CAG Report, 2012). 

Thus, local governments in the country were harmonized to involve other Private Sectors in providing services for which there are no governmental, legal or operational limitations that dictate they must be performed by public employees in order to increase efficiency. Revenue collection was one of the activities that were outsourced by local governments.

It is argued that the tax reform aimed to increase a local government authority’s revenues as well as easing administrative problems with the revenue collection. However, the major challenge that faced the system of outsourced revenue collection at the time in local government authorities was the assessment of the actual revenue potential for various tax bases. The assessment was conducted on an ad hoc basis, often basing on the previous year’s reported collection implying that actual collection by the agents was substantially higher than what was reflected in the contract. This shows that LGAs didn’t conduct feasibility studies in order to make sure that the outsourcing of revenue realized value for money and how much the agents should remit to the council (CAG Report, 2012). 

In both periods for local government tax reforms (that is, 2003 and 2004) LGAs experienced a substantial loss. Recently the LGAs have been guided by a new mode of revenue collection on which the agents are commissioned by percentages on their collections rather than remitting to them the whole estimated amount and giving freedom to commission themselves.
According to Second Quarterly Councillors’ Financial report (2016) it was found that amongst LGAs in Tanzania, TTC had shown a decreasing trend in revenue to expenditure ratio on which desirable measures were needed to overcome such a problem. The CAG report (2012) noticed that a “decrease in revenue for other sources was due to poor planning before outsourcing decision, inefficiency to follow procedures to procure private collectors and lack of expertise to conduct feasibility studies in order to make sure the outsourcing of revenue realized carried  the  true  value for money. This includes carrying assessment of how much the agent should remit to the Council.
1.2.2
Revenue Structure for Local Government

Local Government Authorities receive the revenues from the main own sources, grants from the Central Government, Aids from the development partners, borrowing/loans from various sources, direct taxation (rates), miscellaneous sources (hire of council property), cess and license fees paid by ordinary man. Local Governments receive the largest part of their revenue from Central Government.

The composition of aid has an important effect on revenue performance, for example concessional loans are associated with higher domestic revenue mobilization while grants have the opposite effect, (Gupta., et al, 2004). Total LGA’s own source revenue amounts to seven percent (7%) of total LGA’s annual revenue, (Councillors’ Financial Report 2011). Financial inflows for LGAs in Tanzania is largely depending on its internal revenue collection and loans from various financial institutions.

According to Boex, J., & Martinez-Vazquez, J. (2004) research on resource profile of LGA’s in Tanzania revealed that like in most developing countries, local governments in Tanzania rely heavily on intergovernmental transfer and the revenue from transfer account for around 80-90% of total government financial resource. The transfer had steadily increased over years where as local government grants distributed almost 80% of local funding in FY 2001/2002 by FY 2003/2004 almost 86% of total local government finance. Local government revenue is of importance of public resource spent at the local level where it corresponds to 10-20% while local government grants account for over 80%. But related to the total revenue collected by both central and local authorities, the local government revenue represents only about 3-5% of the total revenue collected. This means that one out of every five Tanzania shillings spent in the public sector is spent at the local level.

Table 1.1 shows revenue composition of the12 LGAs in Tanzania. On average, the total of their own source revenues constituted 6.3% of the LGAs’ total revenues in 2013-14.  The major sources of revenue of own source revenue comprised of local taxes followed by fees, fines, penalties and licences. It is shown that own source revenues’ share in total revenues was higher in town councils in relation to district councils.

 In the generalized LGAs’ financial report for the years 2005/2006 to 2009/2010, the LGAs’ own source revenue collection in Tanzania   is portrayed to be generally less than 10% of their resources spent and 3-5% of the total revenue spent in Tanzania.  
	Table 2.1: Revenue performance, 2013-14 (Share)

	Item


	Mvomero DC
	Lindi

DC
	Korogwe TC
	Bunda

DC
	Rorya DC
	Sengerema DC
	Mwanza CC
	Mtwara MC
	KasuLu DC
	KigoMa MC
	Longido
DC
	Mwanga DC
	Average
	

	Local Taxes
	2.00%
	4.1%
	0.10%
	1.5%
	1.6%
	0.40%
	5.60%
	6.60%
	1.5%
	1.4%
	0.60%
	1.00%
	2.20%
	

	Fee, fines, penalties and licenses
	0.30%
	0.1%
	2.60%
	1.8%
	1.8%
	2.40%
	7.60%
	3.40%
	2.0%
	3.6%
	1.40%
	2.40%
	2.30%
	

	Revenue from exchange transactions
	0.80%
	0.0%
	10.3%
	0.0%
	0.0%
	0.70%
	0.10%
	0.20%
	0.0%
	1.1%
	0.10%
	1.10%
	1.10%
	

	other own revenue 
	0.10%
	1.6%
	0.90%
	1.5%
	0.0%
	0.00%
	0.00%
	0.00%
	0.5%
	0.3%
	2.90%
	0.10%
	0.70%
	

	Total Own source Revenue
	3.10%
	5.8%
	13.9%
	4.8%
	3.4%
	2.80%
	13.9%
	10.1%
	2.4%
	5.4%
	6.00%
	3.60%
	6.30%
	

	Land Rent
	0.00%
	0.0%
	0.00%
	0.1%
	0.0%
	0.10%
	0.40%
	0.70%
	0.0%
	0.2%
	0.00%
	0.10%
	0.10%
	 

	Recurrent grant
	87%
	77%
	73%
	85%
	68%
	89%
	74%
	56%
	89%
	68%
	77%
	75%
	76.4%
	

	Development grant
	10%
	17%
	13%
	10%
	28%
	8%
	12%
	34%
	9%
	26%
	17%
	21%
	17.2%
	 

	Total revenue
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	 


Source: Final Consolidated Report on Sub-National (Local Government) PEFA Assessment in Tanzania   (MOF).
Table 2.2: Actual Revenue Collections as a Percentage of Total Revenue

	 
	2005/6
	2006/7
	2007/8
	2008/9
	2009/10

	Own source Revenue
	7.20%
	8.50%
	9.20%
	8%
	7.50%

	Other (Intergovernmental transfers and local Borrowing)
	92.80%
	91.50%
	90.80%
	92%
	92.50%

	Total
	100%
	100%
	100%
	100%
	100%


Source: LGAs Consolidated Financial Audit Report issued by NAOT

Table 1.2 shows that a percentage of own source revenue to total LGAs revenue is very minimal. For the year 2014/2015 TTC had planned to collect own sources revenue amounting to Tshs. 1,833,720.000/=. However, at the closure of this financial year the Council managed to collect Tshs. 1,650,182,724/= showing a deficit of Tshs.183, 537,276/= equal to 10% of the expected collections. However, for the year 2015/2016, TTC planned to collect own sources revenue Tshs. 1,474,589,000/=.At the closure of this financial year the Council managed to collect Tshs. 1,283,765,911.89 showing a deficit of Tshs.190,823,088.13 equal to 13% of the expected collections.

One of the challenges facing decentralization reforms in Tanzania is to identify new sources of revenue and have effective mechanisms to ensure sufficient revenue collection (Fjeldstad., et al, 2005).As a result, many local government authorities have been experiencing insufficient revenue and therefore failing  to finance the provision of social services to the people”. 
1.2.3
The Functions of Local Government

Any Local government is charged with socio-economic planning and development within its area of jurisdiction. It is the lowest tier of the government in the sense that it is closest to the people at the grassroots and therefore an essential tool for socio-economic development for its communities. Local governments are carrying out the following functions:
(i) Managing and delivering quality services to the citizen governance within its area of jurisdiction.

(ii) Developing and implementing policies that guide the activities of local government.

(iii) To maintain peace, order and good governance within its area of jurisdiction.

(iv) Make and enforce local laws and cover issues such as activities permitted on public land, revenue collection processes, and use of infrastructure.

(v) To collect own revenue and expend them for development services. Beside the legally provided revenues, a local government has to look for economic enterprises to increase its revenues.  It receives grants from Central Government as the main source of revenue. In addition, LGAs have power to borrow from various sources for their development projects within their area of jurisdiction.
1.2.4
Permitted Local Government Taxes and Revenue Sources

The structure of local government revenues in Tanzania is constituted by the central government. Local governments have no full autonomy to enjoy taxation for their own options other than to practice within the predetermined taxation criteria set by the central government in order to achieve revenue objectivity with respect to standardization, efficiency, autonomy and flexibility. Local taxation practices and procedures help to ensure legal consideration of the local government revenue system. LGAs in Tanzania are well equipped with disclosed list structure of revenues. However, these local governments are allowed to exercise some degree of flexibility on administering local taxes from the permitted taxes. Such flexibility is helpful in providing rooms for symmetries in revenue assignments subjected to centrally defined conditions. The Local Government Act identifies the Local Governments’ main sources of revenue as detailed in Table 1.3.
Table 2.3: Lists of Permitted Local Government Taxes and Revenue Sources

	Taxes on property.

Property rates

Turnover Taxes

Service levy

Taxes on Goods and services

Crop cess

Forest produce cess

Taxes on specific services

Guest house levy

Motor vehicles, other equipment and ferry licenses

Vehicle license fees

Fishing vessel license fees
Administrative Fees and Charges

Market stalls/slabs dues

Auction mart fees

Meat inspection charges

Land survey service fee

Building permit fee

Permit fees for bill boards, posters or hoarding

Tender fee

Abattoir slaughter service fee

Artificial insemination service fee

Livestock dipping service fee

Livestock market fee

Fish landing facilities fee

Fish auction fee

Health facility user charges

Clean water service fee

Refuse collection service fee

Cesspit emptying service fee

Clearing of blocked drains service fee

	Business and Professional Licenses.

Commercial fishing license fee

Intoxicating liquor license fee


Private health facility license fee

Tax license fee

Plying (transportation) permit fees

Other business licenses fees

Other Taxes on the use of Goods

Permission to Use Goods

Forest Produce license fees

Building material extraction license

fee

Hunting licenses fees

Muzzle loading guns license fees

Scaffolding/Hoarding permit fees

Administrative Fees and Charges (Cont’d)

Revenue from sale of building plans

Building valuation service fee

Central bus stand fee

Sale of seedlings

Insurance commission service fee

Revenue from ranting of houses

Revenue from renting assets

Parking fees

Entrepreneurial and property income

Dividends

Other Domestic property Income

Interest

Land rent

Fines, penalties and forfeitures

Stray animals penalty

Share of fines imposed by

magistrates court

Other fines and penalties



Source: Local Government Finance Act (Schedule) adopted in 2003

1.2.5
Problems of Local Government 

Local governments have reformed their tax collection systems aiming to increase efficiency in revenue generation. However, the targeted objectives have not been achieved due to the following identified challenges identified by different studies: 

(i) Revenue Outsourcing Challenges: According to Fjeldstad., et al (2008) who noted that “Experience from few local government Authorities which have outsourced their revenue collection shows that, the whole process of outsourcing has not yielded the expected outcomes especially in  enabling local Authorities have fiscal autonomy instead it has turned to benefit the private agents who collect tax”. Poor planning before outsourcing and inadequate monitoring of performance of contract were also addressed by CAG as revenue outsourcing challenges. 

(ii) Low Awareness of Local Tax Payers: Consciousness is the state of being aware of and responsive to one’s surrounding, a person’s awareness or perception of something. If people know that their tax payment is a form of participation in supporting the development of the country, reduction of the tax burden and abide to legislation, they will pay taxes willingly. Mzenzi, S. (2013) explains that local tax payers lack sufficient knowledge on what type of product/businesses are subject to local taxes and the overall administration of the taxes concerned. Moreover, in some cases he found local tax payers were not aware about the payment procedures, timing for payment and even the amount to be paid.

(iii) Low collection rates; Annual rate is paid by people who reside in the area of the council or who own property within the area. The council decides on the amount of the rate each year until the rating figure or the valuation assessment of the land/property is changed. Failure to do valuation assessment each year related   to the changing economic situation, this in turn makes the   number of rates to be outdated hence resulting into low collection rate.
Therefore, the present study attempted to assess the factors contributing to low revenue collection at Tunduma Town council with regard to owning revenue sources, revenue collection process, and revenue collection system.
1.2.6
Local Government Revenue System 

Local governments need to have fiscal autonomy capabilities through revenue generation for promoting the welfare of their local communities. The current Local Government revenue system in Tanzania mainly originates from the rationalization of own source revenue in the year 2003. In the FY 2016/2017 through PPP incorporation in BRN III (2015 - 2020) for revenue collection, the Government through PMO-RALG amended the former outsourced revenue collection system which was based on estimates remittance and self commissioning of the agents because most of the LGAs continued to experience low revenue collection, instead turned on actual collections remittance and percentage commissioning of their collections to agents. Similarly, the prevailing system provides performance failure for revenue generation at Tunduma Town Council.
1.2.7
Historical Perspective of Tunduma Town Council

Tunduma Township is located in the South Western part of Songwe Regional. Township is situated at the border of Tanzania and Zambia at a distance of about 25 kilometers from Songwe Regional headquater. The Town Council is a newly established Council in Songwe region with the certificate of establishment dated 7th December 2010.The Town is divided into 1 Division, 15 wards and 71 streets. The Town occupies a total area of 41194 Ha, generally classified as arable land (78.5%), forest reserves (9.5%), settlement and other uses (11.4%), and area covered by water (0.6%).
(i) Population

According to the 2012 census, Tunduma Town Council has a population of 122,622 whereby male are 58,860 and 63,762 are female with an increased growth rate of 3.1%nwhich is above the national annual average of 2.9%. The overall sex ratio is 90 males for every 100 female and the average size in household was 6.1 persons. High population Growth rates above the national level are caused by; high rate of immigrants looking for employment and business, high fertility rate due to low practice of family planning and the fertile agricultural lands. The main ethnic groups in terms of their number are Wanyamwanga and Wanyiha. The wanyamwanga account 70% of their total population. The other people are Wandali, Wannyakyusa, Wakinga, Walambya, wasafwa and Wamalila.

(ii) Physical features and Climatic Conditions

Tunduma Township lies between 1400 – 1650 meters above sea level.The Town receives rain with average of 1350 – 1550 mm. The Town is divided into two main zone namely High Land Plateau which covers wards/setlements of Mpande, Tunduma, Chipaka, Majengo, Makambini, Maporomoko, Chapwa, Kaloleni,Sogea, Muungano, Mwaka and Uwanjani with a height above sea level between 1580 – 1700 meters.Its vegetation has been widely removed through settlements. Its climate experiences moderate temperature during rain season of between March and May Cool weather condition is experienced between June and July. The Low Land Plateau covers wards of Chiwezi, Katete and mpemba 1400 – 1580 meters height above sea level. This zone is potential for agriculture activities.
(iii) Economic Activities

Crop and Livestock Production

Most of the people in Tundum and on business and Trade for their livelihood, but people living in Low Land Plateau mostly depend on crop and livestock production as their economic activities. Crops grown in Low zone include maize, sunflower, sim sim and beans as food and cash crop. Most people exercise small farming scale due to sometimes unreliable market, unreliable rainfall, inability to access agricultural inputs and lack of marketing infrastructure for agricultural produce. The surplus is sold to other regions and neighboring countries like Zambia and DRC Congo.
Livestock keeping is also an important agricultural activity in Tunduma Town Council. About 40% of the residents are engaged in animal husbandry. Animal kept include, goats, cattle, sheep, poultry, and pigs. Livestock keeping is highly practiced in rural area due to availability enough space rather than in urban were houses are highly congested and undertaking of commercial activities takes place. Livestock keeping provides people with food and income from sale of livestock produce meat, milk, skin, hides and manure. In so doing, also the Town Council collects revenue from livestock production, thus improves its revenue collection.
Industries
The Town has small scale industry used for maize milling which is situated at mwaka area. Other industrial activities are very small in nature such as carpentry and oil seed extracting mills. Since the Town has high potential for agriculture and livestock activities, food processing industries such as oil extraction, fruit and meat canning and maize milling units constitute potential area for investment.
Natural Resources

Forest forms the major resources in the Town. There is a total of 3,706 Ha of natural forest and 212 Ha of planted trees. The most areas covered by natural forest are Nakonde, Mpande, Chiwezi and Msamba II. Most identified natural forests have tree spices favourable for hard timber and bee keeping. Also the Town has been experienced as a market centre for fish from lake Rukwa, Victoria, Nyasa and Tanganyika. This practice provides food, income and Revenue base for the Town. The fish are sold to the neighbouring countries, DRC Congo being the most customers on that.
Marketing

Marketing is an area in which smallholder farmers have limited information knowledge, skill and exposure. The Town has four market centres which are Tunduma Market centre, Majengo Market, Agricultural Product Market and International Market centre. Existence of border has been made Tunduma Town to be an important centre of trade and commerce where by both formal and informal activities are carried out. Trade and Commerce activities carried out include both internal and cross-border trade with neighboring countries especially Republic of Zaaambia, Zimbabwe, South Africa, Republic of Malawi and Republic of Congo.
(iv) Economic Services
Economic services existing in the Town include roads, Electricity, Telecommunication and Transportation. Tunduma Town Council has a road net work of 105.75 kilometers in which Tarmac 15.75 Kms (including Trunk roads 15kms and District Roads 0.75kms), Gravel 58 Kms (including Trunk Roads 25 Kms, Regional Roads 7 Kms, District Roads 26 Kms) and Earth 32 Kms (District Roads 32 Kms). The roads are passable to extent of 90% and 65% during the dry season and rain season respectively.
The Town Council is connected to the national optical fiber. The Town Council with its residents enjoys the services of cell phones from Tigo, Vodacom, Zantel, Halotel and Airtel. The Town Council also enjoys the services of TAZARA Railway where people from neighbour country like Zambia use this service for travel and transportation of goods. However, the Town Council is connected to the national grid. 
A large population of business in Town Council is offered by financial services from National Bank of Commerce (NBC), National Microfinance Bank (NMB), CRDB Bank, Bank Of Africa limited (BOA). Also there are informal financial services working in line with Commercial Banks channeling capital for small scale business including SACCOS and VICOBA. However, there is Tanzania Revenue Authority (TRA) that facilitates smooth management of legal taxes for home and foreign business.
1.3 
Statement of the Problem
Local government authorities provide services to their ordinary men using the money obtained from their own revenue sources or other sources given them. In so doing, the Local Government authorities have been experiencing performance failure in revenue collection from their own sources while the expenditure for community services is a highly increasing practice.

It is generally agreed that functionality of local government is tied at   the level at which services are rendered and the quality of the services are strongly tied to the financial resources available to it. Local governments in Tanzania are faced with many difficulties in sourcing adequate revenue, such problems are humps to their smooth running. 

With the local government reform of 2001, local governments in Tanzania became recognized as the third tier of the government, vested with statutory powers to discharge the duties and responsibilities of government. To achieve this no doubt, efficient and effective revenue generation and management becomes germane. According to Tanzi, V., & Devoodi, H. (1997) & Gupta, S.(2007) “these factors allowing citizens inappropriate tax exemptions and enabling tax evasion due to bad tax administration are responsible for low tax collection in developing countries”. Therefore, there have been legitimate and responsive institutions’ needs to ensure adequate revenue collection following the rule of law with control on corruption and having high quality bureaucracy to administer”.  
The revenue mobilization problems of local governments have been generalized though there are some empirical studies that revealed the problems of some local governments in the country. The newly established Tunduma Town Council with the certificate of establishment dated 7th December 2010 is experiencing the same fate of low revenue collection, (Councillors’ Financial Repor,t 2016). Based on these observations, this study intended to assess the factors contributing to low revenue collection in Tunduma Town Council with regard to its own revenue sources, revenue collection process, revenue collection system.
1.4 
Objectives of the Study
1.4.1 
General Objective

The general objective of the study is to assess the factors contributing to low revenue collection in Local Government Authorities.
1.4.2 
Specific Objectives

(i) To identify main own sources of revenue collected by the Tunduma Town Council.
(ii) To determine the process of revenue collection in practice for Tunduma Town Council.
(iii) To examine the best revenue collection system and recommend improvements for Tunduma Town Council.
1.5 
Research Questions

1.5.1 
General Research Question

The general research question of the study is there any factors contributing to low revenue collection in Local Government Authorities?
1.5.2 
Specific Research Questions

(i) What are the main own sources of revenue collected by the Tunduma Town Council?

(ii) What is the process of revenue collection in practice for Tunduma Town Council?
(iii) What is the best revenue collection system and recommended improvements for Tunduma Town Council?
1.6 
Significance of the Study

The results of the study will be beneficial to various groups in various ways.

1.6.1
The Local Government Authorities

The findings of this study will help the LGAs in Tanzania to identify problems associated with low revenue collection. Further, it will help to enhance LGAs capacity to adopt appropriate strategies for generating more revenues which will enable them to have fiscal autonomy. Also the study will point out weaknesses that could be found at Tunduma Town Council to be taken as challenges to other LGAs that use public funds raised from Taxpayers and other sources to provide community services. 

1.6.2
Academicians and other Researchers

The study will serve as guideline reference to academicians and coming researchers interested in revenue administration in LGAs as to what would have been already done and what would not have  been already done based on the recommendations that would be drawn upon thus adding knowledge to the existing body of knowledge.

1.6.3
The Researcher

The study will provide a vital tool for the researcher’s focused problem to be dealt with in Tunduma Town Council for eligibility of the award for the Master of Business Administration of The Open University of Tanzania.

1.7 
Organization of the Study

The research report is made of five chapters. Chapter one presents background information to the problem. Chapter two constitutes the literature review relevant to the study. Research procedures and methodology are presented in chapter three. Chapter four involves Research findings, analysis and discussion. Lastly, chapter five gives summary, conclusion and recommendations.

CHAPTER TWO
LITERATURE REVIEW

2.1 
Overview

Kombo, D. K. & Tromp D, LA (2006) define Literature review as an account of already published materials on the concerned study work by other scholars and researchers. This part presents the conceptualization of terms, theoretical grounding, conceptual framework, empirical evidence and research gap. Despite the many available factors contributing to low revenue collection in the councils, this study will focus on study materials relevant to own sources of revenue, revenue collection process and revenue collection system.

2.2
Conceptualization of Local Government Revenue
Revenue is denoted as the income generated by an organization that a business has from its normal business activities, usually from the sale of goods and services, or any other use of capital or assets, associated with the main activities of an organization before any costs are deducted. Sometimes, organizations receive revenue from interest, fees or royalties. 
Generally, in formal usage, revenue is income received by an organization in the form of cash or cash equivalents over a period of time and tax revenue is the income that a government receives from taxpayers. This calculated or estimated periodic income must be based on a particular standard accounting practice or the rules established by a government or government agency. Regardless of nomenclature, local government is a creation of British colonial rule in Tanzania. It has overtime experienced change in name, structure and composition. Before colonization, Tanzania had no central and local administration, only chiefs governed their people. In practice, the chiefs were used to govern the country and its people, however little was actually realized. It was merely a legalized approach of administering the country by the British officials.
In 1963, Local Government Reforms (abolition of chief’s offices) that were undertaken to strengthen the local system in Tanzania went through several challenges over the years that hindered the performance of local government council in the discharge of constitutionally assigned responsibilities. It was during this time when the local government service scheme was started and a local government service commission established to organize and supervise the staff of the local Authorities. 
According to Fjeldstad, O. H., & Semboja, J. (2001) “Fiscal decentralization refers to the devolution of taxing and spending powers to lower levels of government to facilitate their financial capacity.” It has become an important theme of governance in many developing countries in recent years. In order to increase revenue collection in Local government authorities, the central government perceived Public Private Participation arrangement in BRN II which links with the millennium developmental goals of 2025. 
According to Walker, D. H., et al (2006) who noted that outsourcing as the process of contracting out the services or activities which were previously done by internal staffs to the private agents, is becoming so popular in many parts of the World under the notion of increasing efficiency and effectiveness in service delivery”,
2.3
Theoretical Literature Review 
The study used two theories; System Theory and Agency Theory. The researcher mainly centred the study on System Theory. The System theory is purposely used in this study as it provides insight of how interdependent parts function to furnish a particular purpose. Local Government also as system has interdependent parts such as departments that work together to attain council’s objectives. Thus, internal control rests upon cooperation among the parts of the same level in council or other level within the same department. Since the council cannot work in isolation from other development partners such as agents, donors and borrowers, it is obliged to exercise some external control of its operations. Therefore, the researcher incorporated Agency theory in the study to get fully understanding of the contracting practice between the Council and Agents.
2.3.1 
System Theory

The study is centred on the postulates of the systems theory developed by David Easton in 1953.This scholar has  been credited with pioneering the application of the General system theory found by Von Bertanalffy in the  1940s in the study of political/administrative system. According to him, the “political system is defined as the system of interactions in any society through which binding and authoritative decisions are made and implemented”. Easton considers the political system to exist within an environment of other systems, which include physical, psychological, biological and social, among others which shape it and are in turn affected by the political system through conscious transactions and exchange. Further, Easton pointed out that the political system functions by getting inputs from its environment. Inputs are the events in the environment, which evoke response from the system. Inputs could be demands that values should be allocated in a particular way, or they could be supports that are expressions of approvals for particular decisions and complimentary services to the political structure; whereas outputs are decisions of the political system and provision of amenities and welfare of its citizens.
The system approach to politics is based on the general system theory – the theory says that “to understand fully the operation of an entity, the entity must be viewed as a system. This requires understanding the interdependence of its parts. A system is a number of interdependent parts functioning as a whole for some purpose. The concept of “Wholeness” is very important in general system analysis. The system must be viewed as a whole and modified only through changes in its parts”.
Before modifications of the parts can be made for the overall benefit of the system, a thorough knowledge of how each part functions and the interrelationships among the parts must be present. The system approach to the study of political phenomena is useful to the study of the assessment of factors contributing to low revenue collection in Tanzanian local governments with regard to overlapping authorities and assignment of duties and responsibilities among the parts of the government. 
Tanzania as a system of central, regional administration, local governments and statutory bodies`, local governments do not function in isolation as independent parts of the system. Thus, they operate within economic, social and political environment, which shape its operations and in turn are shaped by it. While the government plays the important role of authoritative allocation of values, including the provision of social services and essential infrastructure, it cannot perform this important task satisfactorily without the support, especially in the area of revenue generation. However, Boex, J., & Martinez-Vazquez, J. (2004) noted that “revenue assignments are not a stand-alone issue; it should be seen as an element that must interact and be compatible with the rest of the design of a decentralized system of finance and more generally with the design of the entire fiscal system of a country”.
Therefore, the local governments have been legally vested with the duty of raising revenue from their local areas. This understanding is at the heart of the revenue mobilization, taxation, rates and other income accruing exercises. According to Ojo (2009) cited in Ifeayekwu, F. C. (2013) “local governments have performed below expectations as a result of poor management. Undoubtedly, Finance and its prudent management are bedrock of effective functioning of local government. It is against this dwindling that Tonwe (1995) cited in Ojo (2009) argues that local governments require finance to perform their statutory functions. The ability of local government to do this is largely dependent on availability of fund, coupled with efficient management which constitutes the required catalyst necessary for timely execution and completion of their development projects”.

Thus, in order to discharge its functions effectively, there is a need for efficient mobilization of revenue in the local governments. The central and regional governments as well as the citizens and market organizations provide support to Tunduma Town Council in its task of improving the well-being of the people of the area and giving them a sense of belonging. These supports need to be harnessed properly to bring development in the society.

While the system theory emphasizes the interdependence of the parts of the government on discharging their duties and responsibilities, the theory does not go further to consider other factors such as outsourcing practice that contributes to involvement of the Private sector under Public Private Participation arrangements in revenue generation in local governments. 
Furthermore, the theory does not consider technological mechanisms that can be employed to promote the welfare of communities through overlapping of authorities among the parts of the system. In addition, the theory does not exhaust as to how resources should be exploited for system benefits with regard to geographical disparities. Basing on this gap, this study does not use this theory on its own but has to incorporate another theory in order to grasp the pitfalls during the analysis of the findings.
2.3.2 
The Agency Theory

This theory was developed by Jensen and Meckling in 1976.According to the agency theory, “a firm consists of a nexus of contract between the owners of economic resources and managers who are charged with using and controlling those resources. The theory points out that the agents have more information than principals and this is information asymmetry that adversely affects the principals’ ability to monitor whether or not their interests are being properly served by agents. 
As such, the theory describes firms as necessary structures to maintain contracts, and through firms, it is possible to exercise control which minimizes opportunistic behaviour of agents”. This theory is important to this study because revenue collection system for Local Governments in Tanzania follows rationalization of 2003/2004. The system emphasizes the involvement of Private sector in revenue generation under PPP.  Despite the fact that revenue collection was partly being done by council staffs and by privatized agents; the performance was low thus necessitating high trust collaboration among the revenue practitioners for symmetric information to realize revenue potential. 
This theory is useful to this study because control of economic resources helps to reduce information asymmetry and improve revenue collection. The local governments as the owners of economic resources have to be enriched about the behaviour of the agents and/ or council staffs for better exploitation of community resources to have fiscal autonomy. 

However, the theory does not give room for fair information between the contracting parties; as such, information biasness becomes the heart of malpractice for carrying agency activities. Reliance on agents/council staffs information on revenue sphere without proper monitoring has aggravated local governments in Tanzania to have financial distress for their socio-economic development. Different studies found that revenue resources in different local governments are underutilized due to lack of openness in the whole revenue cycle thus resulting to low revenue collection.  
Understanding the agency activities was useful in this study for the researcher to be able to draw up recommendations that would be used by stakeholders to build up comprehensive approaches to eliminate the information asymmetries between the contracting parties.
2.4 
Empirical Evidence
Empirically; Javid, A. Y., & Arif, U. (2012) carried out the study on “Revenue potential and Revenue effort in Developing Asian countries for the period   from 1984 to 2010. The results indicated that per capita GDP, share of agriculture in GDP and foreign debts were statistically significant and strong determinants of revenue performance in all specifications. 
The trade openness and inflation were also having impact on revenue performance in some specifications. Among institutional factors, control of corruption and high bureaucracy quality and improved law and order conditions had significant positive effect on revenue performance   in all model of specifications. The analysis highlights that revenue performance depends on level of development of a country, its institutional and governance quality and to a macro-economic policy and political will for reforms.
Fletcher, J., & McArthur, D. (2010) did a study on Local prosperity options for Municipal Revenue Growth in British Columbia. The study based on how Local governments were at the time   being financed and how these financing arrangements have changed over time. The study also  examined some of the challenges and issues associated with the current model of financing, explored questions related to social, environmental and economic changes that were reshaping British Columbia, looked at possible solutions to diversify revenue sources for local governments. 
Lastly, it examined a number of promising economic development policies to help BC communities grow their local economies. The study recommendations were: local governments need to explore local procurement policies to ensure their money are supporting local business whenever possible, they have to build relationships with Local First Nations by partnering with  them  on local projects and initiatives such as Local revenue generation projects and other joint projects They also  must appreciate the significance of cluster for achieving the competitive advantage as it seems unwise to place all economic development eggs in one basket and lastly the local governments need to view affordable housing policies as a key component of their economic development strategy.
Mzenzi, S. (2013) did a study on LGAs’ own source revenue collection that evaluated major existing own source revenue in the LGAs, the collection procedures, rules and regulations governing revenue collection, the new sources of revenue on available council economic potentials and recommended methods to improve the revenue collection system in LGAs. The findings of the study resulted to the given recommendations of the importance to similar LGAs in Tanzania; Establishment of Taxpayer database, Timely revision of By-laws, compliance promotion strategy through awareness raising, legal and disciplinary actions, reintroduction of abolished and introduction of new source (Gas cess, Hotel/Guest House levy, livestock cess, livestock movement permit, Mineral cess, Property tax on Rural LGAs, Motorcycles registration fee, Telecommunication Towers fee/tax),strengthen contract Management, cooperation among revenue institutions, proper payment methods, Partnership and collaboration, Revising  of  tax rates, inter-Ministerial coordination, Political Support, Tax expenditure, establishment of commercial courts, land survey and mass valuation strategy.

2.5 
Conceptual Framework

Maxwell, J. A. (2012) explains the conceptual framework as the system of concepts, assumptions, expectations, beliefs, and theories that support and inform research. If well formulated, the conceptual framework captures reality of matter in hand and does this in a way that is easy to remember and apply.  In the context of this study, the researcher relates the attributes captured from the System Theory and Agency Theory involving the interrelationships between the interdependent parts on the same level of authorities or different level of authorities found on the same department or different departments. In so doing, if well established management; human resources, policies and governance are believed to contribute to high revenue collection with respect to set objectives as outlined in chapter one.
Human Resource
Human resource is the important asset in any organization which aims higher in achievement. Human resource has. Human resources as a part of a system in administrative phenomena conquers with the attribute of System Theory that considers human resources to be a pivotal variable to do with those aspects that activate non-human resources to move forward without them the other resources remain dominant for the survival of the organization similarly to  controlling public revenue. 
In order to achieve effectiveness and efficiency in revenue collection, human resources should be equipped with training and development, recruitment and retention, staffing, modern technology, performance management and professionalism.
Policies
Policies provide control for the behaviuor of an organization. An organization without policies is at the heart losing its control. As postulated by System Theory that interrelationships among the parts need a coordinated system that provides a mode of relationships among them. Existence of control makes such interrelationships prevail otherwise there would be no such cooperation. 
It’s the duty of the parts of the system including staffs and agents to exercise control, making consistency decision, ensure efficiency of work processes, increased accountability, Prevent Corruption and Poverty of Reduction. If these are well articulated b creating critical attention to management base, the council would increase revenue collection.
Governance
Like any other system, the Town Council and revenue collecting agents should exercising a high degree of accountability, responsiveness, transparency, Rule of law and increase participation in revenue collection system. In regards to agency theory, sharing of information between revenue actors under Public Private Partnership (PPP) arrangement in BRN II would help to reduce asymmetry information between the contracting parts enhancing revenue performance. 
Also all overlapping authorizes within and outside the system should observe and implement good working practices to trigger revenue collection.
 Conceptual framework for this study is represented by the diagram below.









Figure 2.1: Conceptual Framework

Source: The Researcher’s conceptualization
2.6 
Research Gap

The existing bodies of literature on local government administration, revenue generation and utilization have tried to generalize fiscal problems of local governments in Tanzania. It is not a myth that local governments in Tanzania experience similar challenges on mobilization of financial resources. However, there is a need to undertake empirical study to understand the peculiarities of each local government. Therefore, the study sought to address the financial gap by assessing the factors contributing to low revenue collection in Tunduma Town Council.

CHAPTER THREE
RESEARCH METHODOLOGY
3.1 
Overview

The methodology used to intended to achieve the set objectives as outlined above. Thus, the selection process for the sample first took into consideration a mix of revenue collection systems of Tunduma Town Council collectors such including the staffs and agents within the town revenue collection points and others in the peripheral centers. Among the town wards selected for data collection included Kaloleni, Mwakakati,  Majengo Tunduma , and those in peripheral included Maporomoko, Chiwezi, Chapwa and Mpemba. According to Adam, J., & Kamuzora, F. (2008) “Methodology is a system of explicit rules and procedures on which research is based and against which claims for knowledge are evaluated”.
3.2 
Research Design

It is the conceptual structure within which research is conducted. It constitutes the blueprint for the collection, measurement and analysis of data (Kothari, C. R. 2004.).Quantitative research has been used to find results from data analysis through mathematical manipulation using Statistical Package for Social Science and Microsoft excel. The researcher decided to use this design because data analysis involved mathematical manipulation. The research evaluated and explained the LGA’s low revenue collection based on research questions rose from research objectives.
3.3 
Area of Study and Justification
The study area for this study was Tunduma Town Council. This area was selected due to the existence of the researchable problem based on low revenue collection from the onset of the Fiscal Year 2014/2015 and researcher’s vicinity to the Council which minimized cost in data gathering which would otherwise be borne if the study was done in a distant place.
3.4 
Population of Study
The study population was from revenue collectors’ point of view or system of revenue collectors. Its composition included the Council’s staff (90), councillors (5), low level leaders (25), agencies (10) and tax payers (20) all within the Tunduma Town Council. According to Adam, J., & Kamuzora, F. (2008) population is defined as the totally of objects or individuals under investigation from which a sample is drawn. The targeted population for inquiry comprised of District Executive Director, Council treasurers, Council planning officers, Trade officers, revenue collectors, accountants, councillors, lower level leaders, auditing and budgeting officers and taxpayers.
3.5 
Sampling Procedure and Sample Size
3.5.1
Sampling Procedure 

The study used purposive sampling technique to come up with a sample of respondents both Council and Non-Council officials based on their expertise and/or areas of their responsibilities. This method was used due to the nature of this study which demands collection of data from units with involvement, specialist experience and knowledge on revenue collection.

3.5.2
Sample Size
The exact number of items selected from a population to constitute a sample is what we call sample size (Adam, J., & Kamuzora, F. 2008). Saunders., et al (2000) suggest a minimum of 30 items to be included in a sample when statistical analysis will be adopted. Since revenue generation needs integrated approach for all Town inhabitants, the revenue collection power has been vested to Council. The researcher used a sample size of 50 respondents including Council and Non-Council officials. The researcher determined a sample through purposive judgmental sampling and intuition. The respondents’ categories included District Executive Director, revenue collectors, Accountants, Auditing& budgeting officers, Planning officers, Trade officers, Councillors (Financial Committee Councillors), low level leaders, Agencies and Taxpayers.

The researcher decided to purposely use the sample size of 50 respondents for the study to make sampling error and cost associated with incorrect decision due to use of small sample size low. Kothari, C. R. (2008) noted that “also costs dictate the size of sample that we can draw. As such, budgetary constraint must invariably be taken into consideration when we decide the sample size”. 

3.6 
Data Collection Methods
Based on the subject matter, primary data were collected and analyzed. Data are facts, figures and other relevant materials, past and present serving as bases for the study analysis. Kothari, C. R.  (2004) defines primary data as the ones collected for the first time and this happen to be origin in chapter.  In the context of this study, this was done through questionnaire and interview in which primary data   were collected from the whole process of revenue collection at Tunduma Town Council through correspondence made from the targeted population. 
3.6.1 
Questionnaire

This is the data collection instrument that was used in this study. A number of questionnaire copies were distributed for filling to the targeted respondents and then collected by the researcher. These questionnaires were administered by researcher and the respondents were allowed sufficient time to complete them. 
The researcher used this method because it directly captures information from the respondents. According to Sekaran, U. (2003) a self or personally administered questionnaire is a good way of data collection especially when the survey is confined to a local area and the organization is willing and able to assemble groups of employees to respond to the questionnaires at the work place. 
3.6.2 
Personal interview
The researcher conducted Personal interview at work places with the identified respondents through face to face meeting. The researcher used structured interview to get clear information about revenue collection processes and other factors contributing to low revenue collection in TTC. This instrument is credited for giving room to the researcher to appreciate non-verbal behaviour from the respondents in case something wrong is presented.

3.7 
Data Analysis 
The data obtained from questionnaire and documentary review were entered into a coded template using computer aided software; Statistical Package for Social Sciences version 16 (SPSSv16) and MS-Excel. These collected data were analyzed through the use of descriptive statistics including frequency distribution Tables, histograms, pie charts and bar charts. The methods were chosen because they were simple to apply and easy to understand.
3.8
Reliability and Validity of Measurements

3.8.1 
Reliability

The researcher ensured reliability of the research study through well designing of the questionnaire used for this study. The researcher collected data from the respondents using self administered questionnaires and allowing sufficient time for them to complete the questionnaires rather than the drop and collect later approach. During structured interview process, the respondents were given open-ended questions and required to give their own answers with control by the researcher. Where any misunderstanding of the questions was detected, it was rectified during the interview process. The highest degree of freedom of respondents gave them relief and the researcher decoded the answers in the way the respondents intended.

3.8.2 
Validity
According to Saunders., et al (2009) validity is concerned with whether the findings are really about what they appear to be about. In order to ensure validity of the data collection instruments for this study, a pilot study to fifteen (15) respondents in Tunduma Town Council was conducted. The responses, comments and observation of these fifteen (15) respondents were used as a basis for modification of the questionnaire.

3.9 
Ethical consideration

The respondents were informed about the true purpose of the research study; such information relieved them at the time of giving responses. Further, the respondents were informed that their participation in the research project was purely voluntary and that they had the right to stop cooperating if they would desire to do so. The respondents were not disclosed in the research report or anywhere else as regards privacy matters. Rather, the information gathered was used for academic purpose only.
CHAPTER FOUR

FINDINGS AND DISCUSSION
4.1 
Overview
Data collection was done from various sources of Tunduma Town Council. The findings drawn from analysis by the researcher provide a managerial base not only for contracting between the town council and revenue collecting agents but also the council staffs engaged in revenue collection. The first part includes the demographic background of the respondents and the second part involves the findings from the study in relation to the research questions.

4.2 
Characteristics of the Sample Profile

These included age, sex, education levels, and workplace so as to differentiate the respondents in Town council and work experience to understand the technical knowhow of the respondents.

4.2.1 
Age of the Respondents

The foremost age group among the respondents was between 31-40 years (42.0%), second age group was 41-50 years (28.0%), the third group was 51-60 years (18.0%), and the fourth age group was 20-30 years (12.0%). 
Table 4.1: Age of the Respondents

	Age
	Frequency
	Percent

	20-30
	6
	12.0

	31-40
	21
	42.0

	41-50
	14
	28.0

	51-60
	9
	18.0

	Total 
	50
	100.0


Source: Field Data, 2017
This implies that most of the officials responsible for revenue collection for TTC were older and they were committed to the firm’s works with high experience thus they were expected to enhance collection of the revenue.
4.2.2 
Sex of the Respondents

The study findings revealed that, majority (62.0%) of the respondents were males while 38.0% were females. This means that most of the officials in the council were male officials compared to female officials. Such results imply that gender diversity isn’t a numbers game. It is about ability to understand the different strengths individuals bring to the boardroom table. 
This is against the trend in many officers and professional officers in Tanzania and much of Africa where women representatives outnumber their male counterparts. Merron, A. (2012) noted that “Typically men are linear in thought process and narrower in their focus, so they are able to break down problems into their component parts and solve them”. With respect to this study, as long as women were outnumbered by men, TTC was expected to attain high revenue collection but it was not the case. This implies that gender of the respondents was not a constraint for improved revenue collection.
Table 4.2: Sex of the Respondents
	Sex
	Frequency
	Percent (%)

	Male
	31
	62.0

	Female
	19
	38.0

	Total 
	50
	100.0


Source: Field Data, August 2017

4.2.3 
Education Levels of Respondents
The results indicated that none of the respondents reported to have attended primary education only, (4.0%) of the respondents reported to have attended secondary education, (20.0%) of the respondents reported to have attended college certificate education, (40.0%) of the respondents reported to have attained diplomas and advanced diplomas, and (36.0%) of the respondents reported to  have attained  degree and above. 
This implies that education was not a major constraint implying that majority of the interviewed respondents were educated and therefore they  were able to properly  read and understand the questionnaires used in this study. Nuluva, D. B. (2015 on his study; factors affecting revenue collection in Local Government Authorities pointed out the same findings that participants who were involved in revenue collection process in Local government authorities were most educated thus easing revenue operations. 
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Figure 4.1: Education Levels of the Respondents

Although qualification is not a hump for revenue mobilization in TTC, but the shortage of qualified staffs was seen to be a factor contributing to low revenue collection.  If sufficient number of staffs could be harnessed properly, the Council would experience enhanced revenue.

4.2.4 
Work Experiences of the Respondents
The findings of this study on the working experience of the respondents reveal that out of 50 respondents who responded to the questionnaire, 8% had the working experience of 1-5 years while 36.0% had the working experience of 6-10 years. Also 32.0% had the working experience of 11-15 years and another 12 which was 24% had the working experience of 15 years and above. This implies that most of the workers were able to perform their duties better with full confidence in achieving high revenue collection given their long working experience. That means revenue collection could also be improved through work simplification, where by experienced workers could be equipped with training sessions taught on concepts and principles of revenue administration such as time and motion studies, work-flow analyses and the layout of the work situation.
Table 4.3: Work Experiences of the Respondents

	Years of Work
	Frequency
	Percent

	1-5
	4
	8.0

	6-10
	18
	36.0

	11-15
	16
	32.0

	15 and above
	12
	24.0

	Total 
	50
	100.0


Source: Field data, August 2017

4.2.5 
Employment of the Respondents
A total of 50 respondents (out of them employees of Tunduma Town Council, representatives from Agents of revenue collection, ward executive officers, business people and common citizens) responded to the survey questionnaires, where they were asked about their employment status and the period they had served their organization. In this category, the number of those involved was cited and their percentage out of total respondents was established. From the findings, it was revealed that 52% of the respondents were the employees of TTC. This was followed by 10 Revenue collection Agents equivalent to 20%. This implies that the Council would reduce high revenue risks associated with non-employed workers handling more works with high volume of transactions. 
Table 4.4: Place of Work of the Respondents

	Sample Profile
	Categories
	Number of Respondents
	Percentage

	Employer
	Tunduma Town Council
	26
	52

	
	          Heads of Units
	10
	20

	
	          Revenue Accountants 
	8
	16

	
	          Final Accounts Accountants 
	5
	10

	
	          Planning Officers
	3
	6

	
	Revenue Collection Agents
	10
	20

	
	Businessmen
	4
	8

	
	Residents of Tunduma Town Council
	6
	12

	
	Ward Executive Officers 
	4
	8

	
	Total
	50
	100


Source: Analyzed Data, 2017
For example, sources collected by non-employed workers such as Sogea car parking. Mzenzi, S. I. (2013) on his study Revenue Mobilization Issues in the Tanzanian LGAs pointed out that the Councils needed to institute effective and working internal control systems for local revenues. Further, he noted that, regular trainings to the revenue accountants and those dealing with revenue collections had potential to equip the Councils with necessary skills for efficient administration of local revenue.

4.3 
Main Sources of Revenue for Tunduma Town Council

Despite the notion that  “The Local government Authority Law establishes and regulates the activities of the Municipals and District councils (LGAs), the various LGAs have been mandated to raise revenue from local sources to fund development projects in their areas of jurisdiction” (Warioba, M. M. 1999). However, the Local Government Act specifies some sources of revenue for LGAs. These sources include, raising revenue through the collection of Local taxes, Fees, Fines, Business licence, Permits and revenue from exchange transactions.  

Tunduma Town Council has got various sources of revenue which include those  derived from various agricultural products produced in Tunduma, businesses licence fee, market dues, Property tax and Bus stand and car parking fee. One of the aspect or features of effective revenue collection was thought by the research to be the appropriate identification and documentation of the sources of revenue. Consequently, respondents were asked whether they considered that the identification and documentation of various sources of revenue had been appropriately done and hence was affecting the levels of revenue collection at TTC. The summary of their responses is presented below in Table 4.5.
Table 4.5: Sources of Revenue Collected at Tunduma Town Council

	Source of Revenue
	Frequency
	Percent (%)

	Bus stand/car parking fees 
	9
	18.0

	Property tax 
	19
	38.0

	Business licence 
	8
	16.0

	Market fees
	1
	2.0

	Agricultural products
	3
	6.0

	Fines and Penalties
	2
	4.0

	Hotel levy
	2
	4.0

	Fish levy
	6
	12.0

	Total 
	50
	100.0


Source: Field data, August 2017
According to Table 4.5 all respondents showed that they did not understand the existence of most of the sources of revenue. There was no source which was mentioned by more than half of the respondents. The only three sources which most of the respondents were aware of as sources of revenue included Bus stand/car parking fees (18%), Property tax (38%) and Business licence (21%). Respondents were asked to state the main revenues sources within Tunduma Town Council. However, according to TIA Consultancy (2017) the main revenue sources for TTC are Property taxes. Property tax is one the potential revenue source to Tunduma Town Council as it constitutes 9.40% of total revenue as estimated by the consultant. TTC which has 32,297 properties. These properties are categorized into two. The first category is made of the properties found in Tunduma Town wards and the second category of properties is concerned with properties allocated outside Tunduma Town (peripheral wards).  It was revealed that the consultant had suggested two different rates to be charged on properties found within Tunduma Town wards. The amounts applied were10, 000 and 5,000 respectively.  It was revealed that most of the properties in TTC were not valued. This was revealed to cause a significant loss in revenue for the town council. The current scheme was used to collect property tax is a flat rate categorized as 10,000 and 5,000 for surveyed and unsurveyed areas respectively. If the properties are valued, there is great possibility to increase collection by 30%. Meanwhile, there were about 14 petrol stations within the town council with others under construction. 
The findings revealed that the level of awareness and identification of potential sources of revenue in raising adequate revenue was minimal. Hence there is a need of creating awareness on identifying the potential sources of revenue in order to enhance revenue collection in TTC.
4.3.1
Management of Identified Sources of Revenue Collection
The study assessed the factors contributing to the low collection of revenue,  where a question was formulated which required respondents to comment on the adequacy of the management of identified own sources of revenue.  The summary of their responses is presented in Table 4.6.
Table 4.6: Management of Identified Sources of Revenue Collection

	
	Number of Respondents
	Percentage (%)

	Yes
	11
	22

	No
	38
	76

	I don’t know
	1
	2

	Total
	50
	100


Source: Analysis from collected data (Questionnaire), 2017
The above findings show that 76% of the respondents thought that the sources of revenue collection were not adequately managed by the Tunduma Town Council.   It was only 22% of the respondents considered the sources of revenue collection adequately managed while 2% were not certain of the adequacy of their management. The findings show that one of the reasons for under collection of revenue in Tunduma Town Council was the lack of adequate management of various sources of revenue within the council. 
This  concurs with the findings raised by Fjeldstad, O. H., et al (2010) on their  study ‘Research on Poverty Alleviation, They found  that the main factors contributing to the problem of revenue collection in LGAs were mainly attributable  to  weak management and lack of strategic leadership  in  that  area and  that most of the efforts were   being  put on controlling expenditure. These findings imply that there was improper management of identified sources of revenue to enhance revenue potential”.
4.3.2
Reasons Behind Inadequate Management of Sources of Revenue Collection
In assessing the factors behind under-collection of revenue, respondents were asked a supplementary question requiring them to give their opinion on the main reasons for inadequate management of sources and volume of revenue collection. The summary of their responses on their opinion is presented in Table 4.7.
The finding shows that there were a number of factors contributing to inadequate management of sources of revenue in TTC. The main factors revealed were five and these were: Lack of feasibility study (31%), Lack of enough qualified staff (23%), Lack of adequate plans (19%), Dishonesty of revenue collectors (16%) and some sources of revenue were not known (11%). The findings suggest that there was a serious managerial problem on the area of revenue collection which calls for the urgent changes. These findings relate to the situation pointed out by the CAG report that Councils need to improve on the way they manage sources of revenue and the collection process.  
Table 4.7: Reasons behind Inadequate Management of Sources of Revenue Collection
	Reasons
	Number of Respondents
	Percentage (%)

	Lack of enough qualified staff
	11
	22

	Lack of adequate plans 
	10
	20

	Some sources of revenue are not known
	5
	10

	Lack of feasibility study 
	16
	32

	Management is not paying attention 
	0
	0

	Dishonest of revenue collectors 
	8
	16

	Lack of enforcement  on revenue collection
	0
	0

	Unwillingness to pay revenue
	0
	0

	Total
	50
	100


Source: Analysis from collected data (Questionnaire), 2017
4.4 
Process of Revenue Collection in Practice for Tunduma Town Council

“Section 29 (1) of the Local Government Finance Act, Cap 290 RE: 2002 give powers to Local Government Authority to appoint a person to be a rate or revenue collector. Further, section 31 (1) of the same Act, gives power to the Local Government Authority to appoint a person or persons as an Agent of collecting rates or revenues imposed by such an authority (outsourcing)” (Warioba, M. M. 1999).

The study revealed that, the council was using two procedures to collect revenues from their sources, that is using council staffs and using agents (outsourcing some of the sources while collecting the others using council staffs). From the data collected, it was observed that only 10% of the council’s revenue from TTC was being collected by council staffs, while the remaining 90% of the collections were   being collected by privatized agents.
The study indicated that the revenue collection process for agents followed open tender process based on guidelines provided by the Local Government Reform programme (June 2003), the Public Procurement Act of 2011 and Circular Number 16  of 2016, with  regard  to Outsourcing Revenue Collecting Agents. The study done by Mzenzi, S. I. (2013) on LGAs’ Own Source Revenue Collection posited that “for sources collected by an  agent, the procedures for procuring an agent is by way of tender prescribed in the government tender regulation of 2007”. This implies that TTC was adhering to the current Government revenue collection system through observation of laws, regulations, orders and circulars. 

According to Sharma, S., et al (2010) on his study revenue performance in Nepal, it was revealed that the available records showed that Himalayan DDCs were generating revenue from various sources as per the authority provisioned by the Local Self Government Act and its Regulations. The yield from those various sources was however very low compared to Terai and Hilly regions.  It was revealed that some of the revenue sources were not utilized yet due to economic unavailability, i.e absence of market and insignificant volume of transaction in the district”. The revenue performance in Nepal is similar in Tanzania where revenue yield from various sources differ from different zones, therefore necessitating the need to conduct revenue studies from time to time especially in  the changing Tanzanian economy. 
4.4.1 
The Revenue Collection Cycle 

The revenue collection cycle was revealed to adhere to various sources including Bus stand and car parking, market cess and revenue from agricultural and forestry products as follows:-
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Figure 4.2: Procedures for Revenue Collection
(a) Estimation of the amount of revenue to be collected
The study revealed that respondents all the respondents (100%) said that it was the LGA that was responsible for estimating the amount needed to be collected by setting of fees and tax rates. The activity comes forth after identification of new sources or existing sources through review of by-laws with regard to the changing economic situations. 

(b)
Collection by Agent
It was observed that 90% of the own revenue sources had been outsourced to Agents while 10% own sources were being collected by council staffs. Some of the sources used for collection of revenue by council staffs included environmental fee (collection from trucks crossing the border), refuse fee, Public toilets, market levy, fish market, advertisement and billboard and Hotel/Guest levy. Sources privatized to Agents are like Abattoir, Wrong parking, Mining activities, Rice, Lorries loading and unloading in town and Potatoes, onions and vegetables.

For outsourcing, before floating a tender the council often is required to conduct an assessment to determine the revenue potential and the tender bids are expected to be within the council revenue estimates. The applicant is also required to show a bank guarantee or an asset as security, this measure aims to ensure that the council revenues are not lost if the contractor defaults. Ngalewa, E., et al (2008) said that “if the contractor defaults, councils have to institute a system whereby the contractor has to submit revenues to the council in instalments, most commonly on a weekly or fortnightly basis, but in some cases also daily, which was the case for bus stand fees from the Ubungo Bus Terminal in Dar es Salaam Council”. 
The main procedures for hiring the Agents for revenue collection for the LGAs include identification of need to outsource, conducting of feasibility study for revenue collection, making outsourcing decision, preparing tender documents, issues of standardized tender documents, receipt, opening and evaluation of tenders, negotiation and award of tenders, contract administration and final evaluation of the Agent activity. However, the general criteria for winning contract to collect revenue on behalf of the council are as follows; 

Submission of a detailed tender proposal, The bid should fall within the councils assessed revenue estimates, The bidder is required to have a Tanzania citizenship, an individual, a firm, a co-operative, village government, etc. may submit a bid, the bidder must have a “known past history (ideally experience from revenue collection and no record of court cases against him/her), The bidder is required to present bank statements and bank guarantee and/or a security of an immovable asset. (Public Procurement Act no 21 of 2011), the bidder is required to be eligible to use Electronic Fiscal Device to enhance LGRIS.The whole process of acquiring the Agents is furnished by Procurement Management Unit.

(c)
Collection and Remittance of Fees and Taxes to the Council
Procedures for remitting revenues collected by agents are the same from one source to another. The study observed procedures through which the revenues collected by agent could be remitted to the council that they were only two ways namely: firstly remittance was being done monthly and in advance and secondly remittance was being done monthly after collection. 
The most preferable procedure used by TTC was  based on monthly remittance and in advance since in the ten agents cited, TTC was receiving  remittance on monthly basis and in advance. However, it was learnt that TTC had set the fixed date on 20th to 30th of the respective Month as per Agent’s contract for remittance of revenues to the council.

Both the Council staffs and the Agents were collecting revenue using EFD machines and remitting the amount to the Council’s specified Bank account throughout the days of the respective month. It was learnt that submission of the Bank pay slips to the Council was being made within the same month for acquisition of receipts signifying that the amount had been deposited into a particular date. Upon receipt of Bank pay slip(s), the Revenue Accountant would counter check the transactions using the LGRIS, and examination of EFD receipts against revenue banked.

Sometimes where Agents fail to remit or remitting too small collections (for example in TTC from November 2016 to May 2017 six agents namely Gana Co. Ltd, Nambizo Construction Co. Ltd, Classical Engineering, Twampache & Entreprises Co. Ltd, Nange Auction Mart and Debt Collectors General and Simbwe Holding T. ltd owed Tunduma Town Council collections amounting to 41,895,000), the Council staff had   to  be engaged by 100% in collection from the respective sources in  order  to realize  income  for  the  Council. Such activity was discharged from the Council staff after awarding the same activity to another potential agent. The main observed challenge was non-compliant to the remittance schedule/contract by some agents something which would  sometimes lead to defaults (CAG report, 2017).

(d) Monitoring and Evaluation of the Collection Function
In three groups cited, respondents were asked to elucidate whether there were any Council Revenue Collection Personnel monitoring and evaluating the collection function for all sources. The study shows that 82 % of the interviewed respondents i said that TTC had Revenue Collection Planners from the Finance department undertaking monitoring and evaluating of the collection function for all sources compared to 18 % of the respondents who said that they did  not  know if TTC had Revenue Personnel carrying out such a  function. This implies that, TTC had instituted the Revenue Collection Personnel to govern the operations of revenue collectors and the Agents to ensure compliance to terms and conditions of the contracts. 
However, there was no nominated Revenue Manager governing the operations for each revenue collection contract. Meanwhile, TTC has only one Revenue Accountant and Revenue Inspection Team comprised of 26 members who were supervising all revenue collection contract and undertaking periodic inspections respectively. These personnel recommended on desirable measures to the District Executive Director.
Table 4.8: The Analysis of TTC with Monitoring and Evaluation of the Collection Function
	  Respondents                                                          Yes
	No

	Council staffs                                                              0

Agents                                                                         3

Businessman                                                               6
	30

7

4

	Total                                                                           9
	41

	Percentage(%)                                                           18
	82


Source: Analysis from collected data (Questionnaire), 2017
The respondents expressed their concern that, there were no strong reasons provided by the Council on why it didn’t institute the body of Revenue Managers for the sources. For example during the study, it was observed that there was poor management of revenue collection centres (not outsourced) collected by Council. This was mostly found from collection at bus stand and customs (environmental fee) which had more transactions but which was being handled by unqualified personnel. The findings on this  particular  aspect  relate with the comments raised by Fjeldstad., et al (2010) that when appropriate managed and monitored, the outsourcing revenue collection can establish a platform for more effective and efficient local government revenue administration. This implies that proper management of revenue collection from internal sources of TTC is still a challenge due to weaknesses such as lacking g qualified staffs including the Revenue Collection Managers.
(e) Regulation of Sanction

The study revealed that, among the respondents interviewed 90% of them said that the TTC had By-laws for revenue sources compared to 10% of the respondents who said that they didn’t know if TTC had By-laws for some revenue sources, which implies that, there were  some revenue sources which were governed by only the principal legislation. Such implication with regard to principal legislation was making it difficult to collect revenue as general conditions were laid down without underlining the mechanisms of generating such source of revenue. Despite having various internal sources, TTC was evidenced that its successful revenue mobilization was encircled by a number of challenges which revolved around outsourcing arrangements, collection rates and general revenue administration issues. As a result, TTC was experiencing extremely low revenue raising capacity which hindering its ability to meet the increasing demand of public services.

Table 4.9: The Analysis of By-laws Governing Revenue Collection

	Response
	Frequency
	Percentage (%)

	Yes
	45
	90.0

	No
	5
	10.0

	Total 
	50
	100.0


Source: Analysis from collected data (Questionnaire), 2017
4.4.2 
The Analysis of Performance for Revenue Collectors

When the respondents were asked on the degree or level of effectiveness for revenue collectors (between council staffs and agents). Fifty percent (50.0%) of them said that the Revenue Collection Agents were effective to a large extent. While forty four percent (44.0%) said that the Council staffs were effective to some extent, and six percent (6.0%) said that both Revenue Collection Agents and Council staffs are all effective in revenue collection. 
According to the results from questionnaire, it was revealed that the Revenue Collection Agents were doing well compared to Council staffs. However, the study on Outsourcing Revenue Collection done by Fjeldstad., et al (2010) shows that while collection had increased and became more predictable for Councils which had outsourced revenue collection, others had experienced substantial problems with corruption and exceptionally high profit margins for the private agents at the expense of accomplishing a reasonable return to the local government authority. This shows that the extent of revenue collection varies between one Council and another through type of sources collected, collectors and volume of transactions. However, for the case of TTC, Revenue Collection Agents are performing better than the Council staffs. Table 4.10 below gives   the summary of the results.
Table 4.10: Levels of Effectiveness for the Revenue Collectors

	Categories of Revenue Actors
	Frequency
	Percentage (%)

	Revenue Collection Agents
	25
	50.0

	Council staffs
	22
	44.0

	All of the above
	3
	6.0

	Total 
	50
	100.0


Source: Analysis from collected data (Questionnaire), 2017
4.4.3 
Challenges in Revenue Collection Process

Respondents were asked to state the challenges that TTC was facing in revenue collection. The results indicate that out of 50 respondents, 35 respondents equivalent to 70 % pointed out that managerial factors were major obstacles in generating revenue for TTC. These included: political interference, poor revenue forecasting and planning, lack of motivation to revenue collectors, shortage of qualified staffs and inadequate sensitization to taxpayers. 
The remaining 30 % of the respondents said that community was a major challenge contributing to low revenue collection such as tax evasion and unwillingness of people to pay taxes voluntarily, and political mobilization. The CAG report (2012)  describes that weaknesses in internal control and monitoring of revenue collection had implicated  some thirty  councils of  revenue loss resulting  from non collection of own sources revenue from various tax payers amounting to Shs.8,008,669,844.It further explains that Property taxes  Worthy 4, 345, 570. 49 Sh. equal to 38% of the budgeted amount of Shs.11, 405,440.17 were not collected by 14 LGAs.  
Table 4. 11: Distribution of Respondents by Challenges in Revenue Collection Process

	Categories of challenges
	Frequency
	Percentage (%)

	Managerial factors
	35
	70

	Community factors
	15
	30

	Total
	50
	100


Source: Analysis from collected data (Questionnaire), 2017
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Figure 4.3: Distributions of Respondents by Challenges in Revenue Collection Process

4.5 
Revenue Collection System and Recommended Improvements for TTC
The research results in Table 4.12 below reveals that 90.0% of the respondents were reported to have   been collecting local revenue in form of fees collection, licence selling, rent, charges fines and sale of public assets through contracting (outsourcing) private entities such as private companies (third-party) by the contracted part collects revenue on behalf of the government for example agricultural produce, bus stand and car parking. 
On the other hand, market cess revenues were being collected through contracting private entities. The remaining 10.0% of the respondents reported to have   collecting local government revenues through direct remittance to the government offices. For example, harvesting of forest products, hotel and advertisements and billboard involved direct remittances to the respective TTC office. 

Table 4.12: Revenue Collection Systems in Tunduma Town Council

	Revenue Collection System 
	Frequency
	Percent

	Contracting (Outsourcing)
	45
	90.0

	Council staffs  
	5
	10.0

	Total 
	50
	100.0


Source: Analysis from collected data (Questionnaire), 2017

Regarding the above results from Table 4.12 it is realized that, currently contracting (Outsourcing) is the most preferred and most efficient systems through which local governments can improve local government revenue collections. Walker., et al (2006) define “Outsourcing as the process of contracting out the services or activities which were previously done by internal staff to the private agent” Outsourcing techniques has to a large extent yielded more revenue and reduced supervision costs on revenue collection management.  The trend of revenue collection for Tunduma Town Council has been steadily improving for few past years although there are still some challenges which need efforts to eliminate them.
Ngalewa., et al (2009) in their study on Research on Poverty Alleviation in Tanzania show that many Local Government Authorities in Tanzania have reformed their revenue collection systems in recent years in order to increase their revenue. However, Kajembe & Marageri (2009) pointed out that this system is claimed to be more effective and efficient when properly managed and monitored compared to the system under Government collection system.

4.5.1 
Benefits of Revenue Assessment before Outsourcing Decision

When the respondents were asked as to whether Tunduma Town Council had assessed the benefits of outsourcing for those revenue sources to private agents with the intention of obtaining value for money or otherwise. The responses revealed that sixty two percent (62.0%) of the respondents said that they were not sure if the revenue assessment was being done to obtain value for money before outsourcing decision was reached; 24% of the respondents said that revenue assessment was being undertaken while 14% of the respondents said that no revenue assessment was being undertaken. Table 4.13 below shows the summary of the results.
Table 4.13: The Analysis of Outsourcing Decision to Obtain Value for Money

	Assessment of outsourcing decision
	Frequency
	Percent

	Yes
	12
	24.0

	No
	7
	14.0

	Not sure 
	31
	62.0

	Total 
	50
	100.0


Source: Analysis from collected data (Questionnaire), 2017
According to the results from the study, it shows that the revenue assessment was not undertaken to obtain Value for Money although there were some advantages and disadvantages concerning the process elaborated as follows:

(i) Revenue enhancement and predictability
It has been argued that revenues from taxes where the collection is outsourced and a share of the total revenue collection from the council own sources differ across the sources; ranging from 10% to over 60%. Outsourcing often yields more revenue compared with council based collection from similar sources. However, the data from the case study suggest only marginal differences over time in revenue collection from sources collected by private agents and those collected by the council. Two interrelated factors may explain these findings. First, the revenue bases which are outsourced are those which are considered by the councils to be most problematic and/or costly to collect. Second by leaving the problematic sources to private contractors, the council may concentrate its enforcement on the remaining revenue sources (Mwenisongole, P. 2013).
(ii) Cost effectiveness and reallocation of council staff
According to Boschman, L., et al (2009) “Outsourced collection generally implies lower administrative costs by shifting the collection costs to the private sector rather than utilizing government employees for the same purpose. Furthermore, du e to the seasonal aspect of some revenue sources, a private agent or market association has much more flexibility in labour inputs than a council, thus reducing operational costs of revenue collection. According to the representatives from the council management team, reallocation of staff and less political interferences in the day to day operation of tax collection are major benefits of outsourcing”.

(iii) Monitoring the private agents: 
It is   stated that the initial phase of outsourcing had the experience of some agents not complying with their contracts, either by not submitting the revenues they had collected or by submitting less money to the council than stipulated in the contract. These problems, as it has been claimed by Muhula, F. M. (2014) were partly due to the agent’s lack of experience, which was reflected in over ambitious bids and partly because the agents in some cases did not pay their own collectors properly which reduced their incentives to collect. Also some agents embezzled and disappeared with the revenues they had collected. Based on these experiences, bidders are now required to provide a bank statement and a bank guarantee or immobile assets as security. To avoid substantial losses by default or embezzlement, Muhula (ibid) suggest that the agents must submit revenues to the council in frequent installments.

 (iv) Corruption: According to Nuluva, D. B. (2015).on his study of factors affecting revenue collection in local government authorities pointed out that “Comprehensive assessments of the revenue potential of tax bases are essential for minimizing corruption but the capacity to conduct analysis is still poor. The study found that the contracted amount to be remitted to the council only represented a small fraction of the revenues actually collected by the agent. This could be due to corrupt deals between council staff and the private agents, but also due to the weak routines for revenue assessments on a regular basis. Furthermore, the potential profits connected with outsourcing make the contracts vulnerable to corrupt arrangements between members of the tendering board and private entrepreneurs”.

(v) Political interference: Representatives from the council management team in TTC identified less political interferences in the day to day revenue collections as a major benefit of outsourcing. However, according to some private agents interviewed, outsourced revenue collection has been actively resisted by individual councillors in some locations.

4.5.2 
Challenges of Contracting (outsourcing) in Revenue Collection 
Contracting (outsourcing) being among the recent systems employed by various governments in the World, has been reported to have the following challenges; 38.0% of the respondents reported corruption to be the challenge while 62.0% of the respondents reported uncoordinated accounting to be the challenge, that there is no coordinated system that tracks all the transactions regarding revenue collections from various places including the remote areas. This implies that unlike other systems employed in local government revenue collection, contracting systems is faced with few challenges where by only two challenges are denoted in contracting. Never the less uncoordinated accounting is the most serious challenge faced in contracting systems followed by corruption. This implies that the efficiency of local revenue collection system is reduced by the above mentioned challenges where by evasion is the leading challenge in local revenue collection followed by interdepartmental interruptions, Corruption, high cost of collection, uncoordinated accounting, Citizens negative perceptions and decreased revenue collection. These challenges have been obstacles in smoothening revenue collection process. If not curbed earlier, the effects of these challenges will intensify and ultimately destroy the economy.
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Figure 4.4: Distribution of Respondents by Challenges in Outsourcing

4.5.3 
Recommended Improvements in Revenue Collection for Tunduma Town Council
In determining measures to be employed by the council to enhance revenue collection, the respondents were asked to provide their opinion on measures that would best maximize the objective of TTC. The summary of their responses is as shown in Table 4.14
Table 4.14: Recommended Improvements in Revenue Collection for Town Council
	Suggested measures
	Frequency
	Percentage (%)

	Proper management of revenue collection function
	37
	74

	Presence of qualified revenue collectors
	10
	20

	Educate taxpayers on tax issues
	3
	6

	Total
	50
	100


Source: Analysis from collected data (Questionnaire), 2017
The findings show that 74% of the respondents were considering proper management of revenue function as the major factor that should be critically addressed by council for better improvement in revenue collection, while 20% of the respondents centred their mind on the employment of staffs who are experts on the area of tax administration. In addition, 6% of the respondents pointed out that, the council should create awareness to taxpayers to pay taxes willingly. These results imply that, the council has to undertake great effort to ensure that there is adequate management in revenue mobilization. 

CHAPTER FIVE

CONCLUSION AND RECOMMENDATIONS
5.1 
Overview
This chapter provides managerial base following mismanagement of revenue collection. Low revenue collection was due to lack of managerial base, and this probably has benefited collecting agent rather than the Town Council. Through the study, the researcher expects to see minor variation between actual and estimated revenue by Tunduma Town Council. Suggested improvements had been made on all sources in regards to adequate management, adequate staffing, and high rate of sensitization, establishment of Database of Taxpayers and application of coordinated accounting system.
5.2 
Research Summary

The general objective of the study was to assess the factors contributing to low revenue collection in Local Government Authorities. To achieve this objective of the study, specific research objectives were set intended firstly to identify the main own sources of revenue collected by Tunduma Town Council, secondly, to determine the process of revenue collection in practice for Tunduma Town Council and finally to examine the best revenue collection system and maximize the objective of revenue collection for Tunduma Town Council.
In respect of achieving the objective of this study, the general research question of the study was: “are there any factors contributing to low revenue collection in Local Government Authorities? This was supported by the following specific research questions: firstly; what are the main own sources of revenue collected by Tunduma Town Council? Secondly; what is the process of revenue collection in practice for Tunduma Town Council? And lastly; what is the best revenue collection system and maximized objective of revenue collection for Tunduma Town Council?
Throughout the research production, the data collection methods employed in this study included structured personal interview, administered questionnaire and documentary review. Data were analyzed through the use of descriptive statistics and presented through frequency distribution Tables, pie charts, histograms and bar charts.

In the first site, as presented in Figure 4.4 the results indicated that own revenue sources that were specified in the Local Government Act were not well known to the respondents. 
There was no source which had been mentioned by more than half of the respondents. The only three sources which most of the respondents were aware of included Bus stand/car parking fees (17%), Property tax (38%) and Business licence (21%). Other sources of revenue explored by TTC included fish levy, fines and penalties, market fees, agricultural products’ fees and hotel levy. The findings revealed that the level of awareness and identification of potential sources of revenue in raising adequate revenue was minimal.
Secondly, the study revealed that, the council was using two procedures to collect revenues from their sources, outsourcing some of the sources while collecting the others using council staffs. From the data collected, it was found that only 10% of the council’s revenue was collected by council staffs, while the remaining 90% of the collections was done by privatized agents. The study indicated that the revenue collection process for agents followed open tender process. In this regard, the procedures for revenue collection included the following; Estimation of the amount of revenue to be collected, Procurement of Agent, Collection and remittance  of fees and taxes to the Council, Monitoring and evaluation of the collection function and Regulation of sanction. The level of performance in revenue collection in TTC was below 100%.
The findings of the study, as presented in Table 4.6 show that the degree of effectiveness for revenue collectors which stood at 50.0% considered the agents to be effective to a large extent in revenue collection process while 44.0% considered the Council staffs to be effective to some extent, and 6.0% considered both bodies to be effective in revenue collection process. Thus, improvement in revenue collection process will increase revenue collection in local government authorities.
Thirdly, the study indicated that revenue collection system adopted by TTC was following harmonization of 2003 involving agents and own council staffs. The research findings as presented in Table 4.8 show that 90.0% of the respondents reported TTC to collect local revenue through contracting (outsourcing) private entities. For example, agricultural produce, bus stand and car parking, market cess revenues were being collected through contracting private entities. While 10.0% of the respondents reported TTC to collect local government revenues through direct remittance to the Council offices such as harvesting of forest products, hotel and advertisements and billboard.

Lastly, the study discovered challenges from the respondents that were seen to hinder enhanced revenue mobilization categorized as managerial ones as presented in Table 4.4.These  included:  Lack of feasibility study (31%), Lack of enough qualified staff (23%), Lack of adequate plans (19%), Dishonesty of revenue collectors (16%) and some sources of revenue were not known (11%). 
Also as presented in Table 4.7, 70 % of the respondents cited managerial factors as major obstacles in generating revenue for TTC. These included political interference, poor revenue forecasting and planning, lack of motivation to revenue collectors, shortage of qualified staffs and inadequate sensitization to taxpayers. In contrast, 30 % of the respondents said that community was a major challenge contributing to low revenue collection as such tax evasion and unwillingness to pay taxes voluntarily and political mobilization. All these challenges require urgent changes.

However, the study put forth contributions from the respondents who gave the measures for improving revenue generation in TTC. These were presented in Table 4.10 showing that 74% of the respondents suggested consideration of proper management of revenue function as the major factor that could be critically addressed by council for better improvement in revenue collection, while 20% suggested employment of staffs who are experts on the area of tax administration. 
In addition, 6% suggested creating awareness to taxpayers to pay taxes willingly. These findings imply that, knowing these measures the council would be able to administer enhanced revenue collection.  

5.3 
Research Conclusion
Tunduma Town Council financial report of 2015/2016 shows a great variation between estimation and actual collection. The projections for financial year 2015/2016 were estimated to be 1,833,720.000/=. while the actual collection was 1,509,790,321.23. The revenue collection was under collected by 18%. Estimated revenue from property tax was 45,680,000/= while the actual collection was 13,974,500/=. The actual performance on property tax was achieved only by 31%.
This study is of very significant to Tunduma Town Council in assessing factors contributing to low revenue collection from its sources of revenue as it examines and provides managerial base for revenue collection. Low revenue collection was due to lack of managerial base, and this probably has benefited collecting agent rather than the Town Council. Through the study, the researcher expects to see minor variation between actual and estimated revenue by Tunduma Town Council. Improvements should be made on all sources in regards to adequate management, adequate staffing, and high rate of sensitization, establishment of Database of Taxpayers and application of coordinated accounting system.
The findings of this study have revealed that not all sources of revenues within the council were identified, documented and adequately studied to establish the potential amount to be collected annually. The need to widen revenue base was very quite high but it was seen that much concentration was put on few sources. The main own sources of revenue for TTC as revealed from the study findings were property tax, Business licence and Bus stand/car parking. Other sources to a small extent collected by Council included market fees, hotel/guest levy, fines and penalties, vaccination fees, intoxication liquor and agricultural products’ fees. The findings of the study shows that revenue collection process for agents followed an open tender process, based on guidelines provided by the Local Government Reform Programme (June 2003), the Public Procurement Act of 2011 and Circular Number 16 of 2016,Outsourcing Revenue Collecting Agents. 
However, key factors for inadequate management of revenue sources were not worked on by the council and hence denying the council of a room for improvement. The consequences for low revenue collection were seen on all service sectors within the council whereby the council failed to implement various development projects. All of these were seen to contribute to the problem of low revenue collection at TTC. 
Also the study shows that, the council was using two revenue collection systems; revenue collection using the council staffs and agents. The findings indicate that only 10% of the council revenue from TTC was being collected by council staffs, while the remaining 90% of the collections was being done by privatized agents.  It was revealed that the capacity of revenue collectors in collecting revenue in Tunduma Town Council was very small.  
This was being contributed by factors such as poor financial records, conflict of interest among the revenue collectors and poor knowledge on the potentiality of various sources of revenue, capacity to access all collectable tax, capacity to assess the required tax were all seen to have contributed to undermining the capacity of revenue collectors in collecting revenue as specified in the contracts between them and Tunduma Town Council.

Therefore there is a need for Tunduma Town Council to efficiently and effectively manage, monitor and evaluate revenue collection function. This implies that TTC has many various challenges that pose some difficulties in revenue collection from its own sources. These include political interference, poor revenue forecasting and planning, and lack of motivation to revenue collectors, shortage of qualified staffs, tax evasion and lack of awareness to taxpayers. Thus, TTC has to draw and implement good strategies to enhance revenue mobilization.
5.4 
Research Recommendations 
Based on the findings and conclusion drawn from this study, the following recommendations are put forward in order to improve own source revenue collection in the study area. More deliberate actions are to be taken by the central government and TTC to make sure revenue collection plans are met and implemented effectively over and above the prior made estimates, this may include 
5.4.1
Property Tax

Property tax is among the major sources of revenue for TTC.  However, as it was learnt, most of the properties were not valued, thus it became difficult to estimate the revenue collection using TTC property tax bylaws. It is recommended that all the properties should be valued and accounted to enable TTC make accurate estimations in revenue generation. 

5.4.2
Revenue Management

There should be increased supervision of the revenue actors (both Council staffs and Agents) geared to make them accountable servants who will fetch high revenue collection. Thus, there should be good management of revenue from collection centres particularly those not outsourced, for example employment of qualified personnel in revenue collection to avoid wastage. However, it is important for the council to allocate Revenue Manager per contract for  closely monitoring of revenue operation to enhance revenue collection. It has been found that mismanagement in revenue collection process was due factors such as Lack of feasibility study, Lack of enough qualified staff, Lack of adequate plans, Dishonesty of revenue collectors and some sources of revenue were not known .The scenario was seen at Customs (environmental fees) and Sogea parking which had unqualified personnel let alone not being employees of the council.
5.4.3
Cooperation between Council Management, Central Government and Community Leaders 
TTC should sensitize its staffs to go and learn revenue collection systems adopted by the other districts in Tanzania and other African countries that may be applicable to Tanzanian context. Likewise, the management should include the community leaders in making economic decisions, which relate to a particular own source revenue. The community leaders are the best source of getting any information, which is related to a particular community. Failure to consider them, the management is at danger of losing valuable economic information that would otherwise influence revenue potentiality.
5.4.4
Revenue Assessment
TTC should continue to assign consultants to undertake research and come out with proposed revenue enhancement by having a proper register data base for all revenue sources. This helps to provide predictability, Cost effectiveness and reallocation of council staff, monitoring the private agents and minimizing corruption. For Example, the Njombe Town Council Management assigned the Open University of Tanzania to undertake the Research and come out with proposed revenue enhancement for the Njombe Town Council as per letter Ref.No.NTC/M/P/U/01/153 dated 16/2/2015. Since its establishment, TTC assigned a Consultant (Tanzania Institute of Accountancy-Mbeya –.May 2017)  only once. The task was to assess bases of revenue sources.
5.4.5
Adequacy of Electronic Fiscal Devices
TTC should make sure that EFDs are available in all revenue collection points. This will ensure coordinated accounting system is highly applicable for all sources so that, all revenues collected from various locations within the council should soon be reflected in the general ledger. 
This is facilitated through employment of electronic receipt devices (EFD) that record transactions instantly to the system. Improving the accounting systems by adopting a modern way (LGRS) - Local Government Revenue System whereby collections are done electronically which are reflected directly to the Council data base at the time transaction takes place, will enable all revenues collected reach the Council’s revenue collection goals.

5.4.6
Database of Taxpayers

To increase the own source revenue, TTC should have realistic Taxpayers Database, which will be updated annually to take stock of incoming and outgoing taxpayers. In addition, it is recommended that TTC considers developing a Revenue Administration Manual which will put together all salient features of administration machinery for all revenues using the bylaws and the main LGA Finance Act 1982 (revised 2000). This will reduce loss of the collected   revenue.
5.4.7
Sensitization
The findings revealed that, most of the tax payers were not aware of tax education. This situation was making them resist or become reluctant in paying money as taxes. Therefore, other than meetings, posters and motor vehicles advertisement, it is the duty of TTC to find out other public addressing systems such as radio and televisions to disseminate information regarding tax.
5.4.8
Identification of new Sources

The findings revealed that not all sources of revenue in Town council were identified and collectected. Thus the council is at the heart of losing revenue. Therefore, TTC is advised to establish other sources of revenue such as Bureau De exchange centre near the Customs building to grasp revenue collection from mobile people exchanging currency locally, build modern abattoir for revenue generation from livestock and meat products, construction of market and bus stand at Mpemba to speed up economic activities as well as to raise revenue and registration of all car wash services. If properly addressed, these sources will boost revenue collection for TTC.
5.4.9
Political Interference

The findings revealed that among the managerial factors found to hinder smooth collection of revenue to some sources is political mobilization. People tended to evade paying taxes due to political influence such as mobile people exchanging currency locally around the Customs’ area and Tunduma market. TTC is dominated by councillors from the opposition political party (CHADEMA). Out of 21 councillors constituting the Councillors’ Committee, 20 councillors are from CHADEMA and only one from the ruling party (CCM).  However, what is important for these  councillors  is  to  do  what  works  best  for  their  people  regardless  of  the  political  leanings  or  sentiments. Also it is wise for the council not to award to councillors the revenue bids to prevent conflicts of interests which might lead to loss.  
5.4.10  Effectiveness in Revenue Collection

Since the findings show that Revenue Collection Agents were effective to a large extent compared to Council staffs that were effective to some extent. It is therefore recommended to the council to institute strategic plans/policies to strengthen the performance of its staff in revenue collection process through controlling the behavior of the council staff, ensuring efficiency of revenue collection processes and ensuring there is increased accountability, combating against poverty and corruption reduction.
5.5 
Areas for Further Studies
Based on the financial gap identified in this study, further studies should be undertaken on Local Government Revenue Mobilization. Research on technical administrative mechanisms for local revenue mobilization has the potential to identify challenges that conform to policy actualization and implementation. Composition of revenue structure for LGAs especially receipts from Central Government has impact on LGAs fiscal autonomy, which is formulated as a key objective of local tax reforms. From this study, it was revealed that outsourcing would ease administrative problems and increase revenue for the Council, while the council would remain with the task of setting targets, monitoring and supervising the collection procedures. However, the performance of the agents as revealed in this study is still questionable.
The study revealed that, TTC was using two revenue collection systems (Its own staffs and Agents). This means that the Council was engaged in revenue collection, administration and spending. Given this fact, there is a need to conduct a comprehensive study to identify the efficiency of administration on revenue mobilization or local taxation. A series of research questions related to reform on revenue collection in Local Government authorities is therefore suggested for further research:

(i) How potentially does each of the sources not collected impact the real economy of the LGAs?

(ii) What mechanisms should be employed to enhance management attention on revenue collection function?

(iii) How effective does the Local Government Authority outweigh outsourcing challenges without loss?
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APPENDIX
Appendix  I: Questionnaire
Dear Respondent

I am conducting a research on assessment of the factors contributing to low revenue collection in Local Government Authorities using Tunduma Town Council as a case study. Please assist me by filling the questionnaires aimed at gathering data/information which will assist in determining the factors influencing low revenue collection. All responses will be treated as confidential. 

A: Background Information

1. Respondent’s name (Optional) ………………………………………………………...………

2. Age ……………………………

3. Sex (tick where is applicable)

i. Male

ii. Female

4. Education level (tick where is applicable)

(i) Primary

(ii) Secondary

(iii) College/University

(iv) No education

(v) Others (Specify)

5. Are you the employee of Tunduma Town Council? (Tick where is applicable)

i. Yes

ii. No

6. If yes, in which Department/Section do you work? ……………………………………………

7. When did you start working with this Organization? ……………………………….…………

B: Main Sources of Revenue for Tunduma Town Council
8. What are the main sources of revenue for Tunduma Town Council? Mention them:

a) ……………………………………………………………………………………………….………

b) ………………………………………………………………………………………………

9. To what extent do you think that the following sources of revenue contribute to the revenue collection in Tunduma Town Council? (Tick the appropriate place)
	Sources of Revenue
	Level of Effectiveness

	
	To a large extent
	To some extent
	To a small extent
	Not at all

	Property Tax
	
	
	
	

	Hotel levy
	
	
	
	

	Vaccination fees
	
	
	
	

	Business licenses 
	
	
	
	

	Sales of goods and service
	
	
	
	

	Fines 
	
	
	
	

	Penalties 
	
	
	
	

	Revenue from agricultural and forestry products 
	
	
	
	

	Market fees
	
	
	
	

	Bus stand and car parking 
	
	
	
	


10. Do you think that the above mentioned sources of revenue are managed efficiently? 

a) Yes

b) No

c) I am not sure.
11. If no, what are the main reasons for the TTC failure to adequately manage the mentioned sources of revenue? (Tick if it is  appropriate)
	REASONS FOR INADEQUATE MANAGEMENT OF SOURCES  
	

	Lack of enough qualified staff
	

	Lack of adequate plans 
	

	Some sources of revenue are not known
	

	Lack of feasibility study 
	

	Management is not paying attention 
	

	Dishonest of revenue collectors 
	

	Lack of enforcement  on revenue collection
	

	Unwillingness to pay revenue
	


12. Which of the following actors are preferably used by TTC in collecting revenue?

a) Revenue Collection Agents

b) Tunduma District Council 

c) All of the above
13. Remittance of the collected revenue by outsourced to the council is done on……………….... 

(i) Daily basis, 

(ii) Monthly basis 

(iii) Annually 
C: Process of Revenue Collection in Practice forTunduma Town Council

14. What is the process of revenue collection in practice for Tunduma Town Council taken in the last 5 years to enhance revenue collections in the following areas?
Property Tax 
i. …………………………………………………………………………………….............
ii. ………………………………………………………..…………………………………
iii. ………………………………………………………………………………………… 
Bus stand and car parking

i. …………………………………………………...……………………………………… 
ii. ……………………………………………………..…………………………………… 

iii. ………………………………………………………………………………….……… 
Market Cess.
i. ………………………………………………………………………………...………… 
ii. …………………………………………………………………………..……………… 
iii.……………………………………………………………………………..……………
Revenue from agricultural and forestry products
i. ……………………………………………………………………………………...…… 
ii. …………………………………………………………………….………….………… 
iii. Other Revenues 
i. …………………………………………………...……………………………………… 
ii. ……………………………………………………..…………………………………… 
15. Is there any frequent revenue collectors check up to identify any misconduct /shortcomings among revenue collectors (especially collecting agents)
(i) Yes, 

(ii) No 

(iii) Not sure 
16. To what extent do you think that these actors are effective in revenue collection? (Tick the appropriate place)

	Actor 
	Level of Effectiveness

	
	To a large extent
	To some extent
	To a small extent
	Not at all

	Revenue Collection Agents
	
	
	
	

	Tunduma District Council
	
	
	
	


17. In implementing the whole process of revenue collection what challenges have you been facing?

………………………………………………………………………………………………………..………………………………………………………………………………………….…….……………………………………………………………………………………………………………
D: Revenue Collection System and Recommended Improvements for Tunduma Town Council

18. Which system does your council currently use in revenue collection? 

(i) Using outsourced revenue 

(ii) Council’s own staffs/ revenue collectors 

(iii) Both systems (own collectors and outsourcing) 

19. If the revenue collection task has been assigned to agents (outsourced), what factors are taken into consideration to obtain those revenue collecting agents? 

........................................................................................................................................................................................................................................................................................................................ 

………………………………………………………………………………………………………………………………………………………………………………………………………………
20. Is there any research undertaken about benefits of outsourcing for those revenue sources to private agents with the intention of obtaining value for money in those tenders before the outsourcing decision is reached? 

(i) Yes, 

(ii) No 

(iii) Not sure 

21. Who from your council is responsible for Agents revenue collection contracts preparation, monitoring and follow up as well as agents’ revenue collection trend? 

............................................................................................................................................................................................................................................................................................................................................................................................................................................................................. 
22. What are the measures undertaken by the council to encourage their residents to pay tax voluntarily? 

(i) Sensitization through radio 

(ii) Sensitization through television 

(iii) Sensitization through newspapers 

(iv) Sensitization through billboards and posters 

(v) Sensitization through meeting
(vi) Other (specify)..........................................................................................................
23. What suggestions can you put forward to the council for further enhancement of Revenue collection?

(i) ……..……….………………………………………………………………………...…………
(ii) ……………….………………………………………………....................................................
(iii) ………………………………………………………………………………………..…....……
(iv) ……………………………………………………………………………………………….….
Thank you for your time and concentration
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