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ABSTRACT
This study was undertaken to investigate the effect of tax audit framed from the perspective of tax compliance. The main objective of this study was to investigate the effect of tax audit on tax compliance in Dodoma City. The specific objectives of the study include: to determine the perception of taxpayers to tax audit on tax compliance; to determine the ability of tax authority to conduct tax audit on tax compliance and to determine the initiatives by tax authority on tax compliance. There are still taxpayers who are not compliant with the taxation system, even though they have been audited before. The study used twenty-three (23) respondents, consisting of fourteen (14) taxpayers’ representatives, eight (8) tax audit officers and one tax audit manager. There are various methods that were used in data collection, these methods include; interviews and questionnaire survey. Based on the findings of the study, tax audit has strong effect on tax compliance; however, there is still a significant gap on the tax audit awareness, the way it is done and the tax education to achieve tax compliance. 
Keywords: Tax, Tax Audit, Auditing, Tax Compliance.
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CHAPTER ONE

INTRODUCTION
1.1 
Chapter Overview

This chapter provides information concerning; the background of the study,statement of the problem and objectives of the study both main and specific,which seeks to examine the effect of tax audit on tax compliance. It goes ahead and provides the rationale, scope and delimitation, limitation and motive of the study as well as the organization of the proposal. This information bids the justification of the whole study, why the problem is important, worthy reading and how it contributes to knowledge.
1.2 
Background of the Study
Revenue collection is increasingly recognized as an integral component of fiscal policy and administration (Mbonde, 2018). All over the world, Governments embark on huge public expenditure to provide basic amenities and other social services for their citizens that constitute the major tasks of an elected public officer. To achieve these tasks, Governments require huge funds to fulfill its obligations. Among the various sources that Governments generate revenue, taxes are the most important and most reliable means, contributing much more than any other sources. The payment of tax by citizens and other members of community are termed as the main source of generating revenue for financing Government expenditure. 
The view as provided by the IMF, tax revenue is a major source of Government revenue that needs to build strong local sources as evident in most parts of the World with more than 80% contribution of all total revenue collection. The tax revenue is strong once financed from locally generated sources than dependence on foreign aid (Mohammed & Gela, 2014). The countries such as China, India and Thailand have successfully managed in reformation of the tax collection system in compliance to the public existing tax base (Mbonde, 2018). Special consideration is drawn in developing countries where tax revenue is mostly weak to finance Government expenditure.
Tax revenue as the base to the Government revenue is constricted by tax evasion. Some of the European countries the situation of tax evasion is worse even more than those of the African developing countries. For example, Greece has vowed to crack down on tax evasion and illegal cash transactions for goods and public services delivery (Deyganto, 2018). Italy is another European country where tax evasion is highly noticed. According to Organisation for Economic Co-operation and Development (OECD) report of 2015 Italy loses $242 billion of tax evasion a year. 
Some countries have started signing agreement with Swiss banks in order to recover some tax revenue from accounts held by their citizens. The recovering program is geared by Germany and Britain (Christian, 2019). Casagrande et. al., (2015) suggested that to overcome the problem of tax evasion and increase tax compliance three different solutions such as (i) generating an increase in resources provided to tax administrations, (ii) development of communication with regards to social costs of tax evasion and (iii) improvement of audit procedures efficiency of tax evasion to overcome the problem.Tax audit is important because it assists the Government in the collection of appropriate tax revenue necessary for Government budget, maintenance of economic and financial order and stability. As well as ensuring that correct tax returns are submitted on time by the taxpayers, reducing tax avoidance and tax evasion, strict compliance with tax laws, improvement of voluntary tax compliance and the amount due is collected and remitted to Government (Harelimana, 2018).
Noted that the role of an audit program in a modern tax administration must extend beyond merely verifying taxpayers’ reported obligations and detection of discrepancies between a taxpayer’s declaration and supporting documentation. Tax audit may increase tax revenue in two ways: directly through assessment of additional taxes, and indirectly by improving taxpayer compliance with the tax laws and regulations. (Appah et al., 2013) that for any nation to experience development, there must be substantial amount of revenue generation that must be properly applied on public infrastructures for the benefits of members of the society. 
The reduction in revenue generation and the continuous increase in the Government running costs have left various Cities to formulate strategies at improving their revenue base hence, the need for tax compliance drive. Non-compliance with tax payment is a betrayal of the tax administration and revenue system. Therefore, a well implemented tax compliance strategy that can safeguard tax administration and sustain the confidence of taxpayers is fundamental and tax audit programs need to be embraced in order to monitor and detect the non-compliance traits of taxpayers.
The Governments of African developing countries collect much lower proportions of their tax-to- GDP ratio which is less than the average of 16% (Deyganto, 2018). In Ethiopia according to the Growth and Transformation Plan I (GTP I) the amount of tax collected was 13.3% tax-to-GDP. While in GTP II the amount is expected to be raised to 15.3% tax-to-GDP (Deyganto, 2018). The Nigerian Government’s performance in VAT collection is the worse in world. According to 2012/2013 statistics Nigeria managed to collect revenue less than three percent of GDP (Oladipupo & Obazee, 2016).
Tanzania Revenue Authority (TRA) employs various audit techniques to identify tax evaders and non-compliance behaviour on taxpayers. One of such audit tools is the risk-based tool for the identification of tax evaders or non-compliant taxpayers. Companies identified by such tools are either subject to tax audit or tax investigation. When tax audit is conducted in time to the taxpayer the anomalies was identified in time and the required additional taxes was paid in time and the Government was able to take its required tax on time. Thus, helping in the identification of the offences committed by the taxpayers, imposing interests, fines and penalties on time. 
Accordingly, facilitating the eradication of tax evasion. Low tax compliance and remittance limit the capacity of Government to raise revenue for developmental purposes because the higher the revenue, the more likely Government will put in place developmental plans for the enhancement of the living standards of the people. 
Furthermore, the study will adopt Allingham and Sandmo Theory this theory is compelling to develop an understanding of the role of tax audit on tax compliance. Its key proposition is that taxpayer’s compliance depends on the perceived probability of detection, the tax rate and the penalty for tax evasion. The idea is that a taxpayer before filling in a tax return has to decide how much income he will reveal knowing that there is a certain probability of tax audit.

Dodoma City being the Capital City of Tanzania has several options to finance its public expenditures and pursue its fiscal policy. These options include imposing taxes on persons and businesses, and non-tax revenues such as service fees, loans (both domestic and foreign institutions), property and investment income and domestic and foreign grants. Therefore, the researcher investigated the effect of tax audit on tax compliance in Dodoma City.
1.3 
Statement of the Research Problem

Voluntary tax compliance before and even after the taxpayer has been audited ensures that the Government continues to generate tax revenue despite low probabilities of future tax audits to the taxpayer. The Revenue Authority generally conducts quality tax audits with the primary objective of enhancing the degree of voluntary tax compliance by taxpayers and ensure that correct taxes are timely collected. 
Secondary objective is to build public confidence in the integrity of the tax administration system by ensuring that all taxpayers are subjected to the same tax laws and standards (URT, 2019). However, there are still taxpayers who are not compliant with the taxation system, even though they have been audited before. This study was undertaken to investigate the effect of tax audit framed from the perspective of tax compliance. 
This is critical given that tax audit is essential in establishing and maintaining tax compliance, which in-turn guarantees the collection of the correct amount of tax revenue on time for the Government.

1.4 
Study Objectives

1.4.1 
Main Objective

The main objective of this study was to determine the effect of tax audit on tax compliance in Dodoma City.
1.4.2 
Specific Objectives

(i) To determine the perception of taxpayers to tax audit on tax compliance
(ii) To determine the ability of tax authority to conduct tax audit on tax compliance
(iii) To determine the initiatives by tax authority on tax compliance
1.5 
The Rationale of the Study

This study is expected to make contributions on tax audit and tax compliance among taxpayers. However, this part reveals the contribution of this study academically, practically and theoretically.
1.5.1 
Academic Contribution

More importantly, this study is expected to attract more researchers on this area for further researches. Further study is expected to find more appropriate means and mechanisms of the tax audit system and means on how to influence public voluntary tax compliance.
1.5.2 
Practical Contribution

This study is expected to empirically enlighten and update the tax authorities on the space of voluntary tax compliance from the perspective of tax audit, and that which areas require more attention and modifications. This is expected to alert the tax authority and tax auditing officers on the tax evasion acts, hence the authority will increase the level of enforcement to tax compliance. Ultimately, there was an increase of committed taxpayers with high level of compliance, thus increase in tax revenue collection. 
1.5.3 
Theoretical Contribution

This study was guided by Allingham and Sandmo theory that supports the explanation of the proposed relationship between tax audit and tax compliance. Thus, based on this theory this study intended to ascertain the effect of tax audit in promoting voluntary tax compliance. Therefore, this study contributes to the theoretical development by integrating the Allingham and Sandmo theory with tax audit and how it effects voluntary tax compliance.
1.6.1 Scope of the Study

This thesis covered the effect of tax audit on tax compliance in Dodoma City Council. The specific emphasis was on the perception of taxpayers on tax audit, the ability of the tax authority to conduct tax audit as well as the determinants of tax compliance used by the authority. The data collection was conducted to 23 randomly selected in the region who represented the population.
1.6.2 Limitation of the Study

This thesis being about data that is very sensitive to both taxpayers and the tax authority, there are some unavoidable limitations of which one of them is a significant number of respondents being available or unwilling to participate. Data which is supposed to be shared is very delicate to the businesses or companies of the taxpayers but also confidential to the tax authority, of which some refused to participate in the thesis. However, the researcher convinced the respondents by guaranteeing confidentiality of their personalities and the information obtained from them.
1.7 Organization of the Thesis
This thesis is organized into six chapters. Chapter One contains the background information, the statement of the problem, the main objective, specific objectives, the rationale of the study; academic, practical and theoretical, scope and limitations of the study. Chapter Two comprises of literature review. It covers the definition of the key terms, theoretical framework, empirical studies, research gap and conceptual framework of the study. Chapter Three contains the research methodology. It covers the research philosophy, research approach, research design, research population and study area, sampling design, sample size, data collection methods, data processing and analysis, measurement of dependent and independent variables, model of data analysis, validity and reliability of measurements and ethical considerations. 
Chapter Four contains the findings of the study. It covers the general findings, demographic and social characteristics of the respondents as well as the findings as per the specific study objectives. Chapter Five contains the discussion of the findings. It covers the general discussion of the findings and the discussion of the findings as per the specific study objectives. Chapter Six contains the conclusions and the recommendations of the study as well as the areas for further research.

CHAPTER TWO

LITERATURE REVIEW
2.1 
Chapter Overview
This section presents the reviews for the effect of tax audit on tax compliance in Dodoma City. It comprises of literature review. It covers the definition of the key terms, theoretical framework, empirical studies, research gap and conceptual framework of the study. The theoretical framework intends to review the underlying theory that guides the relationship between tax audit and tax compliance. The empirical studies focus on existing researches done around tax audit and tax compliance. The conceptual framework is depicted to establish a relationship between the tax audit and tax compliance.
2.2 
Working Definitions
2.2.1 
Tax

Tax is a compulsory levy imposed by the Government using or through an authorized body on revenue, taxable income or profit, property, capital gain on a property, wealth of a legal person, value addition, importation or exportation of goods and services, to control the distribution of wealth, create fair completion in the market, protect the domestic market against the imports and the finance public expenditures centered on providing social amenities for her citizens. The major reasons for the United Republic of Tanzania to impose tax includes; one, to raise money for financing social activities like health, defense, law and order, education and infrastructure; second, to raise the share of the national cake going to the poor; to encourage investment; and to defend local market on domestic products through heavy taxes on unnecessary imports.

2.2.2 
Auditing

As per Auditing and Assurance Standard: Basic Principles governing an Audit (AAS 1) published by the Institute of Chartered Accountants of India, Audit refers to the independent examination of financial information of any entity, whether profit oriented or not, and irrespective of its size or legal form, when such examination is conducted with a view to express an opinion thereon.
2.2.3 
Tax Audit

Tax audit just like financial audit involves the gathering of information to ascertain the level of compliance with applicable laws (Adediran et al., 2013). Olaoye and Ogundipe (2018) defined a tax audit as an independent examination of the books of accounts of a taxpayer by a specialized staff of the revenue authority carried out to ensure accuracy of returns filed to the tax authorities. Meaning that a Tax Audit Officer investigates the compliance of any forms of taxes either direct or indirect concerning their audited financial statements and other tax-related returns. 
According to Ayalew (2014) on his study on factors affecting tax audit effectiveness; a study on category ‘a’ taxpayers in Ethiopia inBahir Dar city administration revenue office stated that “A tax audit is an investigation made by the tax authority in order to verify the accuracy of tax returns and attempt to detect non-compliance behavior and activities”. As Biber (2010), tax audit is extending beyond verifying a taxpayer ‘s reported obligations and detection of discrepancies between a taxpayer ‘s declaration and supporting documentation. Most taxpayers report their tax liabilities more accurately if they believe that the tax administration has the capacity to detect any unreported liabilities and that heavy penalty may be applied when they are detected. Barreca and Ramachandran (2004) noted that the purpose of tax audit is to check the evasion of tax and ensure compliance in accordance with the laws and regulations.
2.2.4 
Tax Compliance

Tax compliance means to completely fulfil the tax liability during the period the tax return is submitted and to submit the tax return correctly at the related place (Yildiz 2019).
2.3 
Theoretical Literature Review
This study adopted the Allingham and Sandmo theory of tax evasion as guidance on interpretation of the proposed relationship between tax audit and tax compliance. 
2.3.1 
The Allingham and Sandmo Theory 

The theoretical analysis of tax evasion was started by Michael Allingham and Agnar Sandmo in 1972 (Allingham & Sandmo, 1972). This theory is compelling to develop an understanding of the role of tax audit on tax compliance. Its key proposition is that taxpayer’s compliance depends on the perceived probability of detection, the tax rate and the penalty for tax evasion. The idea is that a taxpayer before filling in a tax return has to decide how much income he will reveal knowing that there is a certain probability of tax audit (Aurelija & Kropiene, 2010). The assumption of the theory is that when there are low audit probabilities and low penalties, the tendency for evasion was higher, while if there is a high tendency for detection and penalties are severe, fewer people will evade taxes (Fjeldstad at el, 2012). Therefore,an increase in tax audit processes that lead to higher rates of detections and severe penalties can result in higher rates of tax compliance.The entire essence of the theory is that a taxpayer filling a tax return, decides on whether to indicate the entire amount of income (being compliant) or only part of it (tax evasion) knowing that if tax audit is conducted, fault detected and severe penalty imposed, then the situation becomes worse than it would have been in the first case of being honest and compliant.
The theory has been improved by Shlomo Ytzhaki. Shlomo Ytzhaki took into account the fact that the penalty is usually imposed not on the concealed income, but it is rather related to the unpaid amount of tax (Aurelija Anciute, Ruta Kropiene, 2010).It is more economically reasonable and just to impose a fine on the amount of the tax concealed, because the state experiences financial loss not because there is no correct data about the income, but because it does not receive part of income in the form of tax (Aurelija Anciute, Ruta Kropiene, 2010). For example, in Tanzania, under Section 79 of the Tax Administration Act, 2015 the penalty for making a false or misleading statement to a tax officer ranges from fifty percent to seventy-five percent of the tax shortfall and not on the income concealed. 
The theory has not also considered interest paid for late payment of tax related to the concealed income. This is due to time value of money with the assumption that the taxpayer could have invested the concealed some of money and gotten additional financial gain. For example, in Tanzania, under Section 76 of the Tax Administration Act, 2015 the interest for failing to pay tax imposed under a tax law was payable to the Commissioner General of TRA at the statutory rate compounded monthly.
The weakness of this theory is that it only partially explains therole of tax audit on tax compliance. First, it ignores the individual behavior of some of the taxpayers who may evade tax in-spite of high audit probabilities and high penalties and others evade tax even if the cost of doing so is higher (Karanja, 2014). For instance, it does not examine the perception of tax audit designed to achieve tax compliance, i.e. if taxpayers viewtax audit as a means to achieve tax compliance. 
Second, the theory ignores the apparent ability of the tax authority to conduct tax audit which is designed to achieve tax compliance. It could be possible that if the ability of the tax authority is taken to be weak, then the taxpayer may not declare the entire amount of income especially if they have been audited before and some of the concealed income was not detected. Third, the theory does not look at the parameters that are used by tax audit to constitute tax compliance. This is why, I decided to use this theory to study the effect of tax audit on tax compliance. 
2.4 
Empirical Literature Review
2.4.1 
Taxpayer Perception on Tax Audit procedure imposed by the Authority

Slemrod, Blumenthal & Christian (2011) examined randomly selected taxpayers and informed them that their filling was “closely examined” and found evidence of taxpayers’ behaviour changing in response to an increased probability of audit, although the responses are not uniform among different groups of taxpayers.
Study conducted by Lukumay, (2017), on assessment of the attitudes and perceptions of taxpayers towards the use of EFD machines in Tanzania. One of the specific objectives of the study based on perception of taxpayers on the effect of Electronic Fiscal Devices, the sample of the study was TRA’s staff and registered VAT taxpayers. The findings of the study revealed that their major challenges facing full use of EFDs are high cost of purchasing the devices and lack of education on the side of taxpayers concerning the use of EFDs among others.
2.4.2 
Ability of the Tax Authority to conduct Tax Audit

Olaoye and Ekundayo, (2019) findings on the Effects of Tax Audit on Tax Compliance and Remittance of Tax Revenue in Ekiti State using close ended questionnaires discovered that desk audit, field audit, back duty audit and registration audit had a positive significant effect on tax compliance and remittance. Further, the study recommended that Ekiti State Government should strengthen tax audit by employing of more competent staffs and regular trainings to increase in tax compliance level in the State. 
A more recent study of U.S. taxpayers by Beer et al. (2020) investigates whether the effect of audits on post-audit reporting behavior depends on the audit outcome, and they find that the specific deterrent effect of tax audits is positive in the aggregate but that subsequent compliance depends on the outcome of the examination. In particular, taxpayers who receive an additional tax assessment as a result of their audit report more income in subsequent years, while those who do not receive an additional assessment report less. Kleven et al. (2011) shows that tax audits increase self-reported income among Danish taxpayers in the subsequent tax year. 
Similarly, Advani et al. (2017) found that reported income of self-employed UK taxpayers increases for at least 5 years after an audit, while DeBacker et al. (2018) show that compliance of U.S. taxpayers improves for three years after an audit before ultimately reverting to previous (and lower) levels.
Adediran et al. (2013) conducted a study on the impact of tax audits and investigations on revenue generation in Nigeria. The result is that if auditing is being conducted on the taxpayer, it will increase the level of tax compliance and more revenue was collected on time. Also, the findings recommended that tax audits and investigations should be carried out more frequently and comprehensively to increase the revenue base and stamp out tax evasion. Again, Adediran et al. (2013) claimed that relevant authorities should encourage tax audits for an increase in tax revenue, in order for the Government to keep up with its obligation to the citizen.
Also, Mirera (2014), conducted a study on the effects of tax audit on revenue collection in Nairobi West Region of the Kenya Revenue Authority. The study revealed that there is a significant link for tax paid before audit and tax paid after audit as it indicates there is an increase in the tax paid after audit. Also, the analysis from the taxes collected from a certain firm two years before the audit and two years after the audit shows that there was an increase in tax collected after the audit.
Moshi, (2014) the study assesses if tax audit units do promote voluntary tax compliance at Mwanza Tax Region. The study used primary and secondary data obtained through published and unpublished reports of Mwanza Tax Region. The results show that tax audit unit provides advanced rulings to explain tax consequences of the proposed transactions to taxpayers and assist taxpayers in detecting and deterring non-compliance. Also, tax audit unit services have significance effect to the reported sales by taxpayers.
Modugu and Anyaduba (2014), examined the impact of tax audit and other qualitative attributes on the level of compliance. Their findings discovered that there is a positive relationship between tax audit and tax compliance. The study also recommended that the relevant authorities seek more rational and active means of enhancing the impact of tax audits on corporate tax compliance in Nigeria. 
2.4.4
Summary of Empirical Literature Review

There are several studies that have been conducted on the effect of tax audit and its role in promoting tax compliance, as reviewed above. However, these studies barely attempt to answer the questions on the perceptions of taxpayerson tax audit procedures imposed by the tax authority, ability of the tax authority to conduct tax audit and the determinants of tax audit. 
First, this was the first study attempting to question the view of the procedure of tax audit, other than tax audit as a whole. The concept of tax audit could be positively perceived, however the timing, methodology and the entire process could be negatively viewed. Second, assess the ability of the tax authority to conduct tax audit. No previous study to the best of the researcher’s ability has empirically assessed the ability of the tax authority to conduct tax audit in-terms of the intellectual capacity of the Tax Audit Officers, number of Tax Audit Officers, information and computer technology infrastructures and integrity will. 
Previous studies have only shown that tax audits need to be conducted more frequently. Third, examine the determinants of tax compliance used by the authority. No previous study through search has empirically explored the determinants of tax compliance used by tax authorities. For example, the time period in which tax becomes due.
2.5 
Research Gap
This research attempted to address the research gaps in the tax administration system and in doing so making a vital contribution specifically in the tax audit unit with the perspective of promoting tax compliance. Despite the literature contributions on tax audit and tax compliance mentioned earlier, there were still gaps to be filled by this study as follows.  
First, the study extended the limited research on the understanding of tax audit and its impact of tax compliance in Tanzania, specifically in Dodoma City. Most of such researches were conducted in other countries and cities. Second, the study covers the gap of assessing the mediating roles: perception of taxpayers to tax audit; ability of tax authority to conduct tax audit and initiatives by tax authority, on tax compliance. Therefore, this study sought to investigate the effect of tax audit on tax compliance in Dodoma City, using the variables: perception of taxpayers to tax audit; ability of tax authority to conduct tax audit and initiatives by tax authority.
2.6 
Conceptual Framework

Conceptual framework is defined as an abstract idea or theory that is used to develop a new concept or to re-interpret the existing concept. The conceptual framework gives the relationships between the dependent and independent variables (Kothari, 2010).  In  this study, the dependent and independent variables are illustrated in Figure 1. The framework showed that; the dependent variable was tax compliance. The independent variable which influences the dependent variable in this study was tax audit. The independent variable tax audit had three components for the study which are perception of taxpayers to tax audit, ability of tax authority to conduct tax audit and initiatives by tax authority.
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Figure 2.1: Conceptual Framework on effect of Tax Audit on Tax Compliance

Source: Field Data Analysis (2024)

CHAPTER THREE

RESEARCH METHODOLOGY
3.1 
Chapter Overview
This chapter presents detailed descriptions of methodologies and designs adopted for the study. It describes the following areas: the research philosophy, research approach, research design, research population and study area, sampling design, sample size, data collection methods, data processing and analysis, measurement of dependent and independent variables, model of data analysis, validity and reliability of measurements and ethical considerations.
3.2 
Study Philosophy

This study used positivism research philosophy. Positivism is the dominant research philosophy in quantitative research. It assumes that reality is objective, external, and can be measured and observed through empirical data. Researchers using a positivist approach aim to discover universal laws or patterns that govern human behavior or natural phenomena.
3.3 
Research Approach
Research approach refers to the overall strategy and rationale that guide a research project. It includes the philosophical assumptions, methodologies and techniques used to collect, analyze and interpret data. For example, philosophical assumptions, research methodologies, research design, data collections methods, data analysis techniques, ethical considerations and evaluation of the research approach. This study used posivitism philosophy, quantitative research methodology, descriptive, explanation and exploration desearch design, surveys and questionnaires and intervies data collections methods, quantitative data analysis techniques, confidentiality ethical consideration and reliability and transparency research approach evaluation.
3.4 
Research Design

This study has used descriptive, explanation and exploration research design. Research design is a plan, a structure and strategy of investigation so conceived to obtain answers to the research questions. The plan is the complete scheme or program of the research. According to Grinnel and Williams (1990), a research design is careful systematic study or investigation in some field of knowledge, undertaken to establish some facts or principles.
This study used a cross-sectional research design, since cross-section study allows the collection of data from the respondents at one time. The design allows the use of random sampling procedures that help to make description on outcome data (Zangirolami – Raimet et al., 2014). In view of that, cross-section was relevant because, the tax audit is a phenomenon that needs both human and financial facilities in examining its outcomes on tax compliance, which is the focus of the study. 
Besides, the design allows the collection of both quantitative and qualitative data, which helped to capture actual situation on tax audit and tax compliance. However, cross-sectional design is needed because it facilitates the smooth sailing of the study, thereby making the study as efficient as possible yielding maximal information with minimal expenditure of effort, time and money (Kothari, 2004).
3.5 
Research Population and Study Area
3.5.1 
Research Population

The population under this research consisted of 30 persons. The selection of this group of taxpayers is based on the reasons that they conduct their business in Dodoma city, they are subjected to tax audit and Dodoma is the Government capital city where the Head office of TRA is located. Also the study will involve Tax Audit Officers from TRA at Dodoma office.
3.5.2 
Study Area

Dodoma Region is Located at the Centre of Tanzania. Region is 453 kilometres (281 mi) west of the former capital at Dar-es-Salaam and 441 kilometres (274 mi) South of Arusha, the headquarters of the East African Community. It is also 259 kilometres (161 miles) North of Iringa through Mtera. It covers an area of 2,669 square kilometres (1,031 sq. mi) of which 625 square kilometres (241 sq. mi) is urbanized. 
Also the Region has experienced a rapid population increase as the Government shifted its capital from Dar-es-Salaam to Dodoma. Such thing might have impact an increase on a number of new investors, thus having an impact on revenue generated by the investors, increasing their return.
Therefore, Dodoma Tax Region is one of the Regions with undertake tax audit to tax payers, also the shift of Government offices to Dodoma Region has influence increase in number of new potential tax payers. Also the selection of Dodoma tax region based on presences of adequate number of tax payers and capable tax authority.
3.6 
Sampling Design and Procedure
The researcher in this study used purposive sampling and simple random sampling in the selection of the respondents in order to get an accurate representative samples. Purposive sampling technique allowed a researcher to obtain qualitative information from key informants of the study. The researcher employs this type of sampling to select Tax Audit Officers from TRA in Dodoma office.
Simple random sampling is the method where every respondent in the population have equal chance to participate in the study (Trochim and Donelly, 2006). Through the use of simple random researcher will obtain a list of eligible tax payer to participate in the study and from the list researcher will establish a sequence through which was used to select respondents.
3.7 
Sample Size

Sample size refers to the fewer number of populations of the same characteristics selected from the large population to represent others in the study (Kothari, 2004). It is the portion of the population that is selected to represent the entire population during data collection process in the study area. The study used twenty-three (23) respondents as described in table 1, the use of a small sample size allowed the researcher to have in-depth information concerning the effect of tax audit on tax compliance. 
Creswell, (2014) declares that qualitative studies do not aim to generalize the information attained; rather they explore sincerely the phenomenon at hand and provide a deep understanding of the situation.

Table 3.1: Distribution of Respondents

	Identity
	Number

	Taxpayers’ representatives
	14

	Tax Audit Officers
	8

	Tax Audit Manager 
	1

	Total 
	23


Source: Field Data, (2024)

3.8 
Data Collection Methods
Data is information that one gathers carefully according to rules or procedures. Adamu and Kamuzora (2008) defined data as the fact which enabled us to make appropriate decisions. It uses multiple methods in data collection and refers to as triangulation. There are various methods that were used in data collection, these methods include; interviews and questionnaire survey.
3.8.1 
Interviews  

Interview refers to the communication among two or more people aimed at collecting relevant information for research (Kothari, 2014). There are semi-structured, structured and unstructured interviews (Kothari, 2014). The semi-structured interview which guide based on face-to-face interviews was used in this study to collect qualitative data from the key informants. In addition, the key informants was involved to get clear qualitative data about the effect of tax audit on tax compliance.

3.9 
Data Processing and Analysis

According to Ahmed et al., (2010), data processing refers to the transformation of respondent's views into a meaningful form while processing the data, "it involves the transformation of the observations gathered from the fields into a system of categories and transformation of these categories into codes amenable to qualitative analysis". Also data was analyzed using thematic qualitative analysis. Thematic qualitative analysis is a form of pattern recognition used in content analysis whereby, themes or codes that emerge from data become the categories for analysis. This therefore was done by identifying clusters of comments on key topics whereby various quotes was incorporated whenever it relates to the analyzed quantitative or numeric data.
3.10 
Measurement of Dependent and Independent Variables
The study contains dependent and independent variables, where the dependent variable of the study is tax compliance which was influenced by independent variables of the study. The independent variables consist of taxpayers’ perception on tax audit procedures, ability of the authority to conduct tax audit and the determinants of tax compliance.
3.11 
Model of Data Analysis

This study was guided by the model which implies that the level of tax compliance is the result of taxpayers’ perceptions on tax audit procedures, ability of the authority to overcome tax evasion and the initiatives for tax compliance. This equation is the result of tax audit manual, (2019) and the Allingham and Sandmo Theory, (1972).

TC = TP + AA + IC

Source: Field data analysis (2024)
Whereby 

TC = Tax Compliance

TP = Taxpayers’ Perception on Tax Audit Practices

AA = Ability of Tax Authority to overcome Tax Evasion

IC = Initiative for Tax Compliance (Paying Tax, Tax Amount, Time Frame).
3.12
Validity and Reliability of Measurements
This study observed all requirements for valid and reliable standards required for undertaking academic study. For reliability of the tools for data collection, researcher used triangulation of tools, one tool compensated the misfit of another tool. For validity, the researcher sought consultancy from experts for assistance on reviewing the data collection tools and check the standards of the designed tool.
3.13
Ethical Considerations

Ethical standards are the principles, rules and regulations that guide the researcher during the data collection process (Oketch, 2010). A researcher observed the principle, rules and regulations such that to secure a research clearance form from The Open University of Tanzania (OUT). A researcher also got a research permit from TRA Dodoma office. The researcher observed consent from the participants by informing them about the aim of the study. Also, the researcher observed the privacy and confidentiality of the participants during the study by not mentioning their names when presenting the data. However, the researcher did not interfere with the timetable of the participants during the research by informing them and getting their permission on time. All in all, avoidance of data fabrication, falsification, plagiarism and anonymity. 
3.14
Data Cleaning
Data cleaning is also be known as data cleansing or data preprocessing. This is a very crucial step in data analysis. It involves identifying and correcting (or removing) errors and inconsistencies in data to improve its quality. The following are the steps taken in data cleaning process: 
3.14.1 Understanding the Data

The data was gathered from all interview questionnaires. The summary statistics and visualization tools were used to understand the data structure and detect potential issues from the data.
3.14.2 Handling Missing Data

The missing values in the data set were checked and identified. The missing values were replaced with mean to predict the missing values. This is also known as imputation. Some of the rows and columns with the significant amounts of missing data were deleted.
3.14.3 Removing Duplicate Data

The duplicate values were detected and identified using the duplicate function in Microsoft excels. So there values were removed and others were merged to avoid redundancy.
3.14.4 Correcting Errors and Inconsistencies

The data was standardized by ensuring consistency in data formats. The errors identified were corrected by fixing the typographical errors, incorrect entries and the outliers that were clearly incorrect.

3.14.5 Handling Outliers

The outliers were identified using the statistical method of Z-Score and were removed based on the low impact on the analysis.
3.14.6 Normalization and Scaling

Data was normalized by transforming the data to a common scale without distorting differences in ranges, by using the Z-Score standardization.
3.14.7 Data Transformation

Data was summarized by aggregation in calculating sums. The continuous data was converted into discrete bins.
3.14.8 Validation and Verification

Data was validated by checking for logical consistency and accuracy. It was also verified by cross-checking the data with original sources and the known values.
3.14.9 Documentation and Automation

Document cleaning process was undertaken by keeping the record of all cleaning steps for reproducibility. The cleaning steps were automated by using the scripts and data cleaning tools to automate the repetitive tasks. Effective data cleaning ensures the reliability and accuracy of our data analysis, leading to more credible and actionable insights.
CHAPTER FOUR
FINDINGS
4.1 Introduction 

This chapter presents the study findings concerning the effect of tax audit on tax compliance in Dodoma City. The analysis and presentation of the data are grounded on three objectives: to determine the perception of taxpayers to tax audit on tax compliance, to determine the ability of tax authority to conduct tax audit on tax compliance and to determine the initiatives by tax authority on tax compliance.
4.2
General Findings 

The respondents were drawn from among the taxpayers whose revenue turnover is above TZS 100,000,000.00 in Dodoma City and the audit unit staff of the tax authority Dodoma office that services those particular taxpayers regarding tax compliance. The findings include the characteristics of the respondents: taxpayers in-terms of nature of business; gender; marital status; age; and length of being in business, and audit unit staff of the tax authority in-terms of current job position and length of being in that position. 
The research managed to have a total of 23 respondents who participated in the study which include 14 taxpayers, 8 Tax Audit Officers from the tax authority 1 manager heading the audit unit of the tax authority. Therefore, the findings are presented separately between those of taxpayers and those of the audit unit staff.
4.2.1
Nature of Business 

The researcher needed to be fully aware of the nature of business of the respondents to help categorize the taxpayers in-terms of their business activities because Dodoma City is diverse with diverse business activities. Table 4.1 summarizes the data obtained on the nature of business of the respondents.
Table 4.1: Nature of Business

	Responses
	Frequency (N)
	Percent (%)

	Sale of Hardware and Building Materials
	4
	28.6

	Manufacturing of Wine and other Spirits
	3
	21.4

	Wholesale of Home Materials
	2
	14.3

	Sale of Home Electronic Materials
	3
	21.4

	Manufacturing of Pure Drinking Water
	1
	7.1

	Bar, Lounge and Restaurant Business
	1
	7.1

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.2.2
Demographic and Social Characteristics of the Respondents
4.2.2.1
Gender of the Respondents
The researcher needed the gender of the respondents to check if both types of genders are given the same treatment in tax audits as regards to tax compliance. Table 4.2 summarizes the data obtained on the gender of the respondents.
Table 4.2: Gender of the Respondents

	Responses
	Frequency (N)
	Percent (%)

	Male
	9
	64.3

	Female
	5
	35.7

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.2.2.2
Marital Status of the Respondents

The researcher needed the marital status of the respondents because in Dodoma City there are different people in difference business activities with different marital statuses. Table 4.3 summarizes the data obtained on the marital status of the respondents.
Table 4.3: Marital Status of the Respondents

	Responses
	Frequency (N)
	Percent (%)

	Single
	5
	35.7

	Married
	8
	57.1

	Separated
	1
	07.2

	Widow
	0
	00.0

	Widower
	0
	00.0

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.2.2.3
Age of the Respondents 

The researcher needed to know the age distribution of the respondents to help categorize the taxpayers because Dodoma City has people in different ages doing businesses. Table 4.4 summarizes the data obtained on the age of the respondents.
Table 4.4: Age of the Respondents
	Responses
	Frequency (N)
	Percent (%)

	18 – 30 years
	5
	35.7

	31 – 45 years
	8
	57.1

	Above 45 years
	1
	07.2

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.2.2.4
Length of being in Business of the Respondents 

The researcher needed to know the length of the respondents in business because Dodoma City is an old City with taxpayers who have been in business for a very long time. Table 4.5 summarizes the data obtained on the age of the respondents.
Table 4.5: Length of being in Business of the Respondents
	Responses
	Frequency (N)
	Percent (%)

	Below – 04 years
	5
	35.7

	04 – 10 years
	6
	42.9

	Above 10 years
	3
	21.4

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.2.2.5
Current Job Positions of the Audit Unit Staff from the Tax Authority 

The researcher needed to know the current job positions of the audit unit staff from the tax authority because the tax authority has different staff in different job positions in Dodoma City office. Table 4.6 summarizes the data obtained on the current job positions of the audit unit staff from the tax authority.
Table 4.6: Current Job Positions of the Audit Unit Staff from the Tax Authority
	Responses
	Frequency (N)
	Percent (%)

	Tax Audit Manager
	01
	11.1

	Tax Audit Officer
	08
	88.9

	Total
	09
	100.0


Source: Field Data Analysis (2024)
4.2.2.6
Length of the Audit Unit Staff being in their Current Job Positions 

The researcher needed to know the length of the audit unit staff of the tax authority being in their current job positions because the tax authority has new and old staff with different job experience as per their length of being in office. Table 4.7 summarizes the data obtained on the length of the audit unit staff of the tax authority being in their current job positions.

Table 4.7: Length of the Audit Unit Staff being in their Current Job Positions
	Responses
	Frequency (N)
	Percent (%)

	1 – 3 years
	01
	11.1

	4 – 6 years
	05
	55.6

	Above 6 years
	03
	33.3

	Total
	09
	100.0


Source: Field Data Analysis (2024)
4.3
Findings as per the Specific Study Objectives

This Section provides the findings of the study in relation to the main objective of the study, broken down into the specific research objectives as well as the research questions presented in the first chapter of the study. As we recall: the main objective of this study was to determine the effect of tax audit on tax compliance in Dodoma City and the specific objectives of the study were to determine the perception of taxpayers to tax audit on tax compliance, to determine the ability of tax authority to conduct tax audit on tax compliance and to determine the initiatives by tax authority on tax compliance.
4.3.1
To Determine the effect of Perception of Taxpayers to Tax Audit on Tax Compliance
The first research objective of the study based on revealing the effect of perception of taxpayers to tax audit on tax compliance. The findings of the study were presented based on the interviews with the taxpayers as presented with the twelve different themes provided with their respective table 4.8.
4.3.1.1
Filing with the Tax Authority a Return of Income for the Year Of Income
The respondents were asked if they knew that every person: all entities such as a corporation, a partnership and a trust; and all individuals with annual revenue turnover amounting to TZS 100,000,000 and above, is supposed to file with the tax authority not later than six months after the end of each year of income a return of income for the year of income. Table 4.8 summarizes the data on the filing with the tax authority a return of income for the year of income.
Table 4.8: Filing with the Tax Authority a Return of Income for the Year of Income
	Responses
	Frequency (N)
	Percent (%)

	Yes
	05
	35.7

	No
	09
	64.3

	Total
	14
	100.0


Source: Field data analysis (2024)
4.3.1.2
Preparation or Certification of the Return of Income by a Certified Public Aaccountant in Public Practice and Attachment of a Set of Certified Financial Statements
The respondents were asked if they knew that in case of a corporation, the return of income to be submitted to the tax authority should be prepared or certified by a certified public accountant in public practice and have attached to it a set of certified financial statements. Table 4.9 summarizes the data on the preparation or certification of the return of income by a certified public accountant in public practice and attachment of a set of certified financial statements.  

Table 4.9: Preparation or Certification of the Return of Income by a Certified Public Accountant in Public Practice and Attachment of a Set of Certified Financial Statements
	Responses
	Frequency (N)
	Percent (%)

	Yes
	04
	28.6

	No
	10
	71.4

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.3.1.3
Failure to File a Tax Return and Making of a Jeopardy Assessment

The respondents were asked to mention if they knew that the tax authority can conduct tax audit and make a jeopardy assessment of tax payable or that has become payable by a person where the person fails to file a tax return on time. Table 4.10 summarizes the data on the failure to file a tax return and making of a jeopardy assessment.  

Table 4.10: Failure to File a Tax Return and Making of a Jeopardy Assessment
	Responses
	Frequency (N)
	Percent (%)

	Yes
	02
	14.3

	No
	12
	85.7

	Total
	14
	100.0


Source: Field data analysis (2024)
4.3.1.4
Requirement to or not to File a Tax Return and Making of a Jeopardy Assessment
The respondents were asked to mention if they knew that the tax authority can conduct tax audit and make a jeopardy assessment of tax payable or that has become payable by a person whether or not the person is required to file a tax return. Table 4.11 summarizes the data on the requirement to or not to file a tax return and make a jeopardy assessment.
Table 4.11: Requirement to or not to File a Tax Return and Making of a Jeopardy Assessment
	Responses
	Frequency (N)
	Percent (%)

	Yes
	02
	14.3

	No
	12
	85.7

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.3.1.5
Submission to the Tax Authority Returns of Income for a Business and Attachment to them Sets of Certified Financial Statements
The respondents were asked to mention if they normally submit to the tax authority returns of income for their business and have attached to them sets of certified financial statements. Table 4.12 summarizes the data on the submission to the tax authority returns of income for a business and attachment to them sets of certified financial statements.
Table 4.12: Submission to the Tax Authority Returns of Income for a Business and Attachment to them Sets of Certified Financial Statements
	Responses
	Frequency (N)
	Percent (%)

	Yes
	04
	28.6

	Rarely
	04
	28.6

	No
	06
	42.9

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.3.1.6
Submission to the Tax Authority Returns of Income for a Business and Attach to them Sets of Certified Financial Statements in the Past Three Years of Income

The respondents were asked to mention if they had submitted to the tax authority their returns of income for their business and have attached to them sets of certified financial statements in the past three years of their income. Table 4.13 summarizes the data on the submission to the tax authority returns of income for a business and attachment to them sets of certified financial statements.
Table 4.13:  Submission to the Tax Authority Returns of Income for a Business and Attach to them Sets of Certified Financial Statements in the Past Three Years of Income
	Responses
	Frequency (N)
	Percent (%)

	Yes
	08
	57.1

	No
	06
	42.9

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.3.1.7
Being Audited by the Tax Authority in the Past Three Years of Income
The respondents were asked to mention if they had been audited by the tax authority in the past three years of their income. Table 4.14 summarizes the data on the respondents being audited by the tax authority in the past three years of their income.
Table 4.14: Being Audited by the Tax Authority in the Past Three Years of Income
	Responses
	Frequency (N)
	Percent (%)

	Yes
	05
	35.7

	No
	09
	64.3

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.3.1.8
Awareness of the Tax Audit Procedures from the Time One Receives the Notice to Conduct Tax Audit to the Service of the Tax Assessment Notice
The respondents were asked to mention if they were fully aware of the tax audit procedures from the time they receive the notice to conduct tax audit to the service of the tax assessment notice. Table 4.15 summarizes the data on the respondents being fully aware of the tax audit procedures from the time they receive the notice to conduct tax audit to the service of the tax assessment notice.
Table 4.15: Awareness of the Tax Audit Procedures from the Time one Receives the Notice to Conduct Tax Audit to the Service of the Tax Assessment Notice
	Responses
	Frequency (N)
	Percent (%)

	Yes
	06
	28.6

	No
	08
	71.4

	Total
	14
	100.0


Source: Field Data Analysis (2024)
4.3.2
To Determine the effect of Ability of Tax Authority to Conduct Tax Audit on Tax Compliance
4.3.2.1 The Ability of the Tax Authority to Conduct Tax Audit Effectively
The respondents were asked, on their own opinions, of the ability of the tax authority to conduct tax audit effectively. Table 4.16 summarizes the data on the ability of the tax authority to conduct tax audit effectively.
Table 4.16: The Ability of the Tax Authority to Conduct Tax Audit Effectively
	Responses
	Frequency (N)
	Percent (%)

	Yes
	02
	25.0

	I don’t know
	01
	12.5

	No
	05
	62.5

	Total
	08
	100.0


Source: Field Data Analysis (2024)
4.3.2.2 The Number of Tax Audit Officers Responsible for Tax Audit in Dodoma City
The respondents were asked, on the number of tax audit officers responsible for tax audit in Dodoma City. Table 4.17 summarizes the data on the number of tax audit officers responsible for tax audit in Dodoma City.
Table 4.17: The Number of Tax Audit Officers Responsible for Tax Audit in Dodoma City
	Responses
	Frequency (N)
	Percent (%)

	08 Tax Audit Officers
	08
	100.0

	Total
	08
	100.0


Source: Field Data Analysis (2024)
4.3.2.3 The Number of Tax Audit Officers Needed for Tax Audit in Dodoma City
The respondents were asked, on the number of tax audit officers needed for tax audit in Dodoma City. Table 4.18 summarizes the data on the number of tax audit officers needed for tax audit in Dodoma City.
Table 4.18: The Number of Tax Audit Officers Needed for Tax Audit in Dodoma City
	Responses
	Frequency (N)
	Percent (%)

	Below 10
	00
	00.0

	10 – 20 
	01
	12.5

	20 – 30 
	02
	25.0

	30 – 40 
	05
	62.5

	Above 40
	0
	00.0

	Total
	08
	100.0


Source: Field Data Analysis (2024)
4.3.2.4 Challenges Encountered During Tax Audit by the Tax Authority
The respondents were asked to mention the challenges they encounter during tax audit by the Tax Authority. Table 4.19 summarizes the data on the challenges encountered during tax audit by the Tax Authority.
Table 4.19: Challenges Encountered During Tax Audit by the Tax Authority
	Responses
	Frequency (N)
	Percent (%)

	Inadequate number of tax audit officers available in the tax authority. Currently, Dodoma City has six hundred and seventy-four (674) tax audit cases to be audited each year, and eight (8) tax audit officers, meaning four (4) tax audit teams. Each team can only attend to three (3) tax audit cases per month, meaning thirty-six (36) tax audit cases per year. Therefore, the current four (4) tax audit teams, as in, the eight (8) tax audit officers, in Dodoma City can only attend to one hundred and forty-four (144) tax audit cases per year. This implies that it takes the tax authority five (5) years to complete auditing all the 674 tax audit cases. So once one taxpayer is audited, he is likely to have a four-year gap to be audited again. In this gape, the taxpayer may not have kept all the accounting records for all those years. 
	03/8
	37.5

	The delay in submission of the return of income and the certified books of accounts by the taxpayers, which leads to the late start of the auditing processes. This is due to the fact that most taxpayers are unwilling to submit their business documents to the tax authority rendering the process of tax audit challenging.
	06/08
	75.0

	There is also a challenge of the taxpayers employing incompetent tax consultants who misguide the taxpayers to non-tax compliance, due to the fact that the taxpayers expect the tax consultants to guide them into tax compliance.
	04/08
	50.0

	One of the biggest challenges facing the tax audit unit is the establishment of tax collection targets. A tax audit team is given a tax collection target on monthly basis and on annual basis at large irrespective of the compliance of the taxpayers. This actually implies that if a taxpayer is compliant, no tax established and hence no taxes collected, looks like a failure to the Tax Audit Officer contrary to the objective to tax audit, because the Tax Audit Officer will not attain the given tax collection target. It’s like the system expects the taxpayer to pay less tax during self-declaration or self-assessment and only to come and pay it with interest and penalty during tax audit. The taxpayer has been shaped to expect the same. This is a challenge to the tax audit unit whose objective is attain tax compliance to taxpayers and not to attain the given tax collection targets. Therefore, the tax audit unit dwells year after year on the same tax audit cases that are expected to lead to the attainment of the tax collection targets, and the rest of the cases are left without tax compliance health check.
	06/08
	75.0

	The above challenge of the tax audit unit auditing the same taxpayers, year after year leads to another challenge of the taxpayers repeating the same mistakes established in the previous audits and pay the same amount of taxes, interests and penalties making non-compliance a life style. Conflicting with the objective of conducting tax audit which is to establish self-tax compliance. It’s expected that if the same taxpayer is audited again, fewer or no elements of non-compliance will be found in their tax returns and their certified books of accounts. Hence, tax audit is seen as a normal area of collecting taxes in additional to the Statements of Estimated Tax Paid by Installments tax returns (SETPI) and Returns of Income (ROI), rather than being a tool of establishing tax compliance. This is a challenge due to the fact that taxpayers ignore to pay part of the taxes during SETPI and ROI; which are the normal and earlier self-assessment ways of paying income tax, knowing that they will pay the already known taxes after the audit findings.
	06/08
	75.0


Source: Field Data Analysis (2024)
4.3.3 To Determine the effect of Initiatives by Tax Authority on Tax Compliance 
4.3.3.1
The Initiatives to be taken by the Tax Authority to Ensure Tax Compliance in Dodoma City
The respondents were asked, in their own opinions, to mention the initiatives to be taken by the tax authority to ensure tax compliance in Dodoma City. Table 4.20 summarizes the data on the initiatives to be taken by the tax authority to ensure tax compliance in Dodoma City.
Table 4.20: The Initiatives to be taken by the Tax Authority to Ensure Tax Compliance in Dodoma City
	Responses
	Frequency (N)
	Percent (%)

	The tax authority should have more engagements with taxpayers on a regular basis so that taxpayers get used to the practices of the tax authority, for example, frequent electronic phone messages, phone calls, emails, letters, etc. to taxpayers informing them of what the authority is doing at the time and reminding them of their tax obligations on regular basis as well as taking in their suggestions, ideas and recommendations. Taxpayers should feel engaged even in the process of amendment of tax laws. This will provide more tax knowledge to the taxpayers.
	01/01
	100.0

	When it comes to the amendment of tax laws, the tax authority should be directly involved alongside with the taxpayers, whereby the tax amendment ideas to be taken right from a District level (which emanate from a village and ward levels), then Regional level and going up to the National level, the process should be inclusive of all the taxpayers from villages to National level through their business groups. In a District level, the District Commissioner (DC) appointed by the President is the chairperson of the District Tax Advisory Committee (DTAC): which involves the District Revenue Officer, the representatives from the business community, District Executive Director, chairperson of the District Council, and other stakeholders in the District with interest in tax collections; which seats twice a year in every District, this should be used effectively in the amendment of the tax laws.
	01/01
	100.0

	The tax authority should start a massive campaign on ensuring that all the taxpayers are aware of the penalties imposed to non-compliant taxpayers, and the Government should show open support in the management and severe enforcement of the penalties involved with the non-compliant taxpayers to show seriousness of the Government in the collection of taxes.
	01/01
	100.0


Source: Field Data Analysis (2024)
CHAPTER FIVE
DISCUSSION OF THE FINDINGS
5.1 
Introduction 

This chapter presents the discussion of the findings concerning the effect of tax audit on tax compliance in Dodoma City. The discussion of the findings is grounded on the three objectives: to determine the perception of taxpayers to tax audit on tax compliance, to determine the ability of tax authority to conduct tax audit on tax compliance and to determine the initiatives by tax authority on tax compliance.
5.1.1
General Discussion of the Findings 

In Dodoma City there are several business activities, however, the business activities that were found by the study interviews were sale of hardware and building materials, manufacturing of wine and other spirits, wholesale of home materials, sale of home electronic materials, manufacture of pure drinking water and bar, lounge and restaurant business. Out of all these business activities that showed up, the majority was the sales of hardware and building materials and the least was the manufacture of pure drinking water and bar, lounge and restaurant business. 
In Dodoma City there are more males doing business as compare to the females in business. And those doing business in Dodoma City, most of them are married as compare to those who are single by their marital status. Looking at the age bracket of those doing business in Dodoma City, most of them are by the age bracket of between the years of thirty-one (31) years to forty-five (45). The taxpayers on Dodoma City have been in business for different length of time, although most of them have been in business for the length of time between the bracket of four (04) to ten (10) years. The tax authority of the Dodoma City has one tax audit manager, eight (08) tax audit officers, whose majority have been in their current job positions for the length of time between the years from four (04) years to six (06) years.
5.1.2
Discussion of the Findings as Per the Specific Study Objectives

This Section provides the discussion of the findings of the study in relation to the specific research objectives as well as the research questions presented in the first chapter of the study. As we recall: the main objective of this study was to investigate the effect of tax audit on tax compliance in Dodoma City and the specific research objectives of the study were to determine the perception of taxpayers to tax audit on tax compliance, to determine the ability of tax authority to conduct tax audit on tax compliance and to determine the initiatives by tax authority on tax compliance.
5.1.3
To Determine the Perception of Taxpayers to Tax Audit on Tax Compliance
Under this research objective mentioned above, analysis was done to reveal the effect of perception of taxpayers to tax audit on tax compliance.
5.1.3.1
Filing with the Tax Authority a Return of Income for the Year of Income

From the Table 4.8 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of filing with the tax authority a return of income for the year of income, which constitute of 64.3% of the respondents and the rest of the respondents 35.7% said YES to the question.

5.1.3.2
Preparation or Certification of the Return of Income by a Certified Public Accountant in Public Practice and Attachment of a Set of Certified Financial Statements
From the Table 4.9 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of preparation or certification of the return of income by a certified public accountant in public practice and attachment of a set of certified financial statements, which constitute of 71.4% of the respondents and the rest of the respondents 28.6% said YES to the question.
5.1.3.3
Failure to File a Tax Return and Making of a Jeopardy Assessment

From the Table 4.10 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of failure to file a tax return and making of a jeopardy assessment, which constitute of 85.7% of the respondents and the rest of the respondents 14.4% said YES to the question.
5.1.3.4
Requirement to or not to File a Tax Return and Making of a Jeopardy Assessment

From the Table 4.11 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of failure to file a tax return and making of a jeopardy assessment, which constitute of 85.7% of the respondents and the rest of the respondents 14.4% said YES to the question.
5.1.3.5
Submission to the Tax Authority Returns of Income for a Business and Attachment to them Sets of Certified Financial Statements
From the Table 4.12 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of submission to the tax authority returns of income for a business and attachment to them sets of certified financial statements, which constitute of 42.9% of the respondents, 28.6% of the respondents said RARELY and the rest of the respondents 28.6% said YES to the question.
5.1.3.6
Submission to the Tax Authority Returns of Income for a Business and Attach to them Sets of Certified Financial Statements in the Past Three Years of Income
From the Table 4.13 in Chapter 4, the analysis shows that the majority of the respondents said YES to the question of submission to the tax authority returns of income for a business and attach to them sets of certified financial statements in the past three years of income, which constitute of 57.1% of the respondents and the rest of the respondents 42.9% said NO to the question. Those who said NO, they gave the reasons of the luck of knowledge to do so and those who had the knowledge gave the reason of the costliness of the certified public accountants in public practice in preparation of the certified sets of financial statements.
5.1.3.7
Being Audited by the Tax Authority in the Past Three Years of Income

From the Table 4.14 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of being audited by the tax authority in the past three years of their income, which constitute of 64.3% of the respondents and the rest of the respondents 35.7% said YES to the question.

5.1.3.8
Awareness of the Tax Audit Procedures from the Time One Receives the Notice to Conduct Tax Audit to the Service of the Tax Assessment Notice
From the Table 4.15 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of being fully aware of the tax audit procedures from the time one receives the notice to conduct tax audit to the service of the tax assessment notice, which constitute of 71.4% of the respondents and the rest of the respondents 28.6% said YES to the question.
Those who said YES to the above question, they responded that they got to know the tax audit procedures from the time they receive the notice to conduct tax audit to the service of the tax assessment notice, by being audited and later got to be penalized for not fulfilling some of the procedures, for instance, not replying the audit notice within fourteen (14) days, not making the tax payment due as a result of the tax assessment notice within thirty (30) days, not objecting if aggrieved by a tax decision made by the Commissioner General by filing an objection: in this case the tax decision is the tax assessment notice, within thirty (30) days from the date of service of the tax decision, etc.
5.2.1 To Determine the Ability of Tax Authority to Conduct Tax Audit on Tax Compliance
5.2.1.1 The Ability of the Tax Authority to Conduct Tax Audit Effectively
From the Table 4.16 in Chapter 4, the analysis shows that the majority of the respondents said NO to the question of the ability of the tax authority to conduct tax audit effectively, which constitute of 62.5% of the respondents, 25.0% of the respondents said YES, and the rest of the respondents 12.5% said that they didn’t know.
Those who said NO to the above question, they responded that this was due to the analysis on the number of tax audit officers available versus the number of tax audit cases to be attended. The tax audit cases to be attended are more compared to the number of tax audit officers available to attend to them.
5.2.1.2 The Number of Tax Audit Officers Responsible for Tax Audit in Dodoma City

From the Table 4.17 in Chapter 4, the analysis shows that there are eight (08) tax audit officers responsible for tax audit in Dodoma City.
5.2.1.3 The Number of Tax Audit Officers Needed for Tax Audit in Dodoma City

From the Table 4.18 in Chapter 4, the analysis shows that the majority of the respondents said that there are 30 to 40 tax audit officers needed for tax audit in Dodoma City, which constitute of 62.5% of the respondents, 25.0% of the respondents said that there are 20 to 30 tax audit officers needed, 12.5% of the respondents said there are 10 to 20 tax audit officers needed and none of the respondents said below 10 or above 40 tax audit officers are needed. 
5.2.1.4 Challenges Encountered During Tax Audit by the Tax Authority

From the Table 4.19 in Chapter 4, the analysis shows that the challenges encountered during tax audit by the Tax Authority.
5.2.2 To Determine the Initiatives by Tax Authority on Tax Compliance
5.2.2.1 The Initiatives to be taken by the Tax Authority to Ensure Tax Compliance in Dodoma City
From the Table 4.20 in Chapter 4, the analysis shows that the initiatives to be taken by 
CHAPTER SIX
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
6.1
Introduction
This chapter presents the summary, conclusions and the recommendations based on the findings analyzed and the discussion of the findings in the preceding chapters, as well as suggesting areas for further research.
6.2
Summary

Tax audit is very important in achieving tax compliance among taxpayers. Therefore, tax audit has strong effect on tax compliance. There are still several gaps as discussed below in the conclusions.
6.3
Conclusions
As reported by various scholars and mentioned in the literature review, tax audit is very important in achieving tax compliance among taxpayers. Since tax audit is not only a tool to check compliance of payment of taxes to the Government by the taxpayers, but also to provide tax educations so as to reduce tendencies of future tax evasion, ultimately promoting future tax compliance and increasing Government revenues.
On the basis of the findings of the study, tax audit has strong effect on tax compliance, however, there is still a significant gap on the tax audit awareness, the way it’s done and the tax education to achieve tax compliance, despite the fact that tax audit is being done.
There is still a gap of knowledge on the requirement of a taxpayer to file with the tax authority a return of income for the year of income. There is still a significant gap of knowledge on the preparation of or certification of the return of income by a certified public accountant in public practice and attachment of a set of certified financial statements.

There is still a significant gap of knowledge on the failure to file a tax return and making of a jeopardy assessment. There is still a significant gap of knowledge on the requirement to or not to file a tax return and making of a jeopardy assessment.

There is still a significant gap of knowledge on the submission to the tax authority returns of income for a business and attachment to them sets of certified financial statements. There is still a significant gap between taxpayers who submit to the tax authority their returns of income for their business and have attached to them sets of certified financial statements in the past three years of their income.

There is still a significant gap between taxpayers being audited and those not being audited in the pool of taxpayers supposed to be audited by the tax authority. There is still a significant gap between taxpayers who are fully are fully aware of the tax audit procedures from the time one receives the notice to conduct tax audit to the service of the tax assessment notice, and those not fully aware of the procedures.
The tax authority is still not able to conduct tax audit effectively due to the higher number of audit cases to be attended as compared to the tax audit officers available to attend to those cases. There is still a significant gap on the number of tax audit officers needed for tax audit, as compared to the actual number of tax audit officer presently available.
6.4
Recommendations
On the basis of the findings of this study, and on the basis of the conclusions mentioned above, the following are the recommendations envisioned to promote and achieve tax compliance to the taxpayers through tax audit.
It is recommended that the tax authority should provide with the taxpayers a checklist of the requirements on filing with the tax authority a return of income for the year of income. The taxpayer should sign this checklist of the requirements upon being issued with the Business Registration Number or Number of Incorporation from the Business Registration and Licensing Authority (BRELA) and Tax Identification Number (TIN). It is also recommended that every taxpayer whether small or big, with income or without income, to abide with the requirement of filing with the tax authority a return of income for the year of income, without any cost. The cost should be full born by the Government. 
This will help to not only spread the awareness of this requirement right from the inception of doing business in Tanzania, but also making the taxpayers used to the requirement and the entire process at large. The tax authority should do using an online application (App) for the small taxpayers which will have less requirements and a different website platform for the big taxpayers due to the complexity of their big transactions. All in all, this requirement of the tax law will start to be implemented at early stages and thus every business person will be aware of the process.

It is recommended that the tax authority should corroborate with the National Board of Accountants and Auditors (NBAA) in Tanzania and the entire Government at large to come up with the online simplified set of financial statements to be presented by the starting and lower income taxpayers online. This will help to get all taxpayers used and well acquainted to this requirement of the tax law earlier enough in their business carrier.

It is recommended that, once the online platform for submitting tax returns by lower income taxpayers is in use, the tax authority should conduct simple audits and make the jeopardy assessments of the tax payable or that has become payable by a business person who has failed to file a tax return on time, and start remitting the tax due in twelve installments or in small affordable amounts for example, TZS 10,000 per month directly from the mobile money accounts like Tigo-Pesa, M-Pesa, Airtel Money, Halopesa, etc. This will impact knowledge in the minds of the taxpayers right at start that this is this requirement of the tax laws. The key is regular deductions in small amounts are very impactful in tax matters.

It is recommended there to be a significant tax difference between a compliant taxpayer and a non-compliant taxpayer. For instance, the Government should reduce the tax burden on the compliant taxpayers and put in on the non-compliant taxpayers. For example, during self-assessment from January to December in the year of income, when the taxpayer does the self-declaration by filing the SETPI return and paying the income tax thereof, the income tax rate could be reduced from 30% to 20%. Then, during self-assessment from January to June in the year after the year of income, when the taxpayer does the self-declaration by filing the ROI return and paying the income tax thereof, the corporate income tax rate could be reduced from 30% to 25%. Then, when taxpayer is audited and found with elements of non-compliance, tax established, then the corporate income tax rate is increased to 35% of additional income undeclared during the earlier stages, on top of the interests and penalties imposed. 
This will increase tax revenue collections at earlier stages during the SETPI and ROI returns, hence tax compliance in general. Due to the effect of time value of money, the Government will collect its taxes earlier than waiting for the year after the year of income on the tax audit findings. It is recommended that the Government sets affordable fixed prices to be paid to the certified public accountants in public practice in preparation of the certified sets of financial statements. The fixed prices could be based on the size of the business or the revenue turnover of the business.

It is recommended to the tax authority to have adequate staff conducting tax audits in a particular tax Region. For instance, increasing the number of Tax Audit Officers to align with the increasing number of taxpayers to be audited. Tax audit is customarily conducted in teams; these teams normally comprise of two (2) Tax Audit Officers per team. The one team comprising of two (2) Tax Audit Officers is appropriate to conduct three (3) cases of tax audit per month. 
Therefore, two (2) Tax Audit Officers on the one (1) team are meant to conduct three (3) cases of tax audit per month, hence thirty-six (36) cases of tax audit per year. One could also put it that one (1) Tax Audit Officer is meant to produce eighteen (18) tax audit cases per year. For example, the study area should have at-least nineteen (19) tax audit teams meaning thirty-eight (38) Tax Audit Officers as compared to the current four (4) teams, meaning eight (8) Tax Audit Officers, in order to have all the 674 taxpayers audited in one year. The thirty-eight (38) Tax Audit Officers are able to attend to six hundred eighty-four (684) tax audit cases per year.

It is recommended to the tax authority, that the tax audit procedures should be given the first priority in registration of the taxpayers and that these procedures should be constant reminders annually in the tax authority’s engagements with the taxpayers. For example, annual in seminars, radio and television programs, mobile messages, tax authority sports events, etc., the tax authority could even declare a special year of tax audit procedures, and later on a special month of tax audit procedures like the way they have a special week for customer care every year. A month should be set aside to spread awareness of the tax audit procedures every year. This month could even be November, since the following month December is the last month for revising the tax assessment filed through the Statement of Estimated Tax Payable by Installment, which will determine the amount of tax, interests and penalties to be paid after the tax audit is complete.
It is recommended to the tax authority, that the tax authority should enroll more officers in the tax audit unit to cover the number of the tax audit cases to be attended. The new officers employed should be given enough trainings and seminars to handle the audit cases right from the inception of their employment. The nature of the law of income tax enacted by the national assembly of Tanzania, provides the assessment and payment income tax through self-declaration, therefore, the authority should focus on seminars to taxpayers on the self-declaration procedures, reduce officers from this unit and move them into the tax audit unit where the self-declaration will be checked effectively. This calls for the Government of Tanzania to invest heavily on the Information and Computing Technologies (ICT) in order to facilitate the self-declaration processes. The Government should invest more of the ICT equipment, so as to facilitate the reduction of the tax staff from the self-declaration unit and shift them into the tax audit unit of the tax authority.

It is recommended, that the tax audit unit should stick to its objective of propelling tax compliance as compared to achieving the tax collection targets. There should be special unit within the tax authority whose objective is attain the tax collection targets. Once the taxpayers have been thoroughly audited, compliance obtained, then they should be handed over to this tax collection targets unit for follow of the recommendations from the tax audit unit and collect the normal tax flows as per tax audit unit recommendations, ensuring that the taxpayer does not backslide to tax non-compliance. 
These two district tax unit could be linked but differentiated in their objectives. The tax audit unit should be to promote tax compliance, whereas the tax collection unit should be achieving the tax collections targets by implementing the recommendations of the tax audit unit. When a taxpayer is audited twice in years following each other, and the same tendencies of non-compliance are observed, then this particular taxpayer should a different higher rate of penalty and more severe punishments as compared to the taxpayer who is observed with the tendencies of non-compliance for the first time, the same formula applies to the taxpayer who is observed with the non-compliance tendencies for the third time, and so forth.

It is recommended to the Government to bridge the gap of knowledge among taxpayers and the rest of the public, especially the public officials, for instance the members of Parliament (the tax law makers), etc. For these will help to encourage the taxpayers to pay their taxes due and showing the public the public goods and services that a result of paying taxes. The presence of the public goods and services, in addition to the payment of the public debt should be openly and publicly without fear or favor attributed to the taxes collected in the country by the tax authority, as well as the payment of taxes by the taxpayers. This should be directed to both the public sector taxpayer and the private sector taxpayers.

It is recommended to the tax authority to have more engagements with taxpayers on a regular basis so that taxpayers get used to the practices of the tax authority, for example, frequent electronic phone messages, phone calls, emails, letters, etc. to taxpayers informing them of what the authority is doing at the time and reminding them of their tax obligations on regular basis as well as taking in their suggestions, ideas and recommendations. Taxpayers should feel engaged even in the process of amendment of tax laws. This will provide more tax knowledge to the taxpayers.
It is recommended, when it comes to the amendment of tax laws, the tax authority should be directly involved alongside with the taxpayers, whereby the tax amendment ideas to be taken right from a District level (which emanate from a village and ward levels), then Regional level and going up to the National level, the process should be inclusive of all the taxpayers from villages to National level through their business groups. In a District level, the District Commissioner (DC) appointed by the President is the chairperson of the District Tax Advisory Committee (DTAC): which involves the District Revenue Officer, the representatives from the business community, District Executive Director, chairperson of the District Council, and other stakeholders in the District with interest in tax collections; which seats twice a year in every District, this should be used effectively in the amendment of the tax laws.
It is recommended the tax authority to start a massive campaign on ensuring that all the taxpayers are aware of the penalties imposed to non-compliant taxpayers, and the Government to show open support in the management and severe enforcement of the penalties involved with the non-compliant taxpayers to show seriousness of the Government in the collection of taxes.
6.5
Areas for Further Research

The following areas are recommended to be taken into consideration as the areas for further research.
(i) Since this study was based on the taxpayers whose revenue turnover is above a hundred million (TZS 100,000,000), future studies could be carried out on the taxpayers whose revenue turnover is below a hundred million but still undergo through tax audit, so as to determine the effect of tax audit on tax compliance.
(ii) Further studies can also be carried out to determine the effect of being audited every year to tax compliance, as compared to being audited after two or three years due to inadequate number of tax audit officers.
(iii) There could also be carried out a study on the effect of tax examination (minimal version of tax audit) to the taxpayers not in the tax audit pool, on tax compliance, since not every taxpayer is placed on the tax audit pool due to inadequate number of tax audit officers. 
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APPENDICES

Appendix: Questionnaire to Taxpayer
Dear Respondent, 
I am Mr. Buberwa, Ruganisa Jeremiah, pursuing a Master Degree of Business Administration. I am undertaking a study on the topic titled; Effect of Tax Audit on Tax Compliance: A Case of Dodoma City, Tanzania. As a taxpayer, you have been selected to participate in this study. I would like to request your cooperation by responding to the attached questionnaire. The study is only for academic purposes.  However, the data delivered will be treated with a high degree of confidentiality.

These questions intend to collect information from the taxpayer on the Effect of Tax Audit on Tax Compliance: A Case of Dodoma City, Tanzania. The information filled in will be used solely for study purposes only.

A: Nature of Business

………………………….……………………………………………………………..

B: Demographic and Social Characteristics of the Respondent

B1. Gender of respondent: 
a) Male   

(
)
b) Female

(
)
B2. Marital status of the respondent

a) Single 


(
)

b) Married

(
)

c) Separated

(
)

d) Widow


(
)

e) Widower

(
)

B3. Age of respondent ………………………………………………………………
B4. For how long have you been in the business? ……..……………………………
C: Questions regarding Tax Compliance

C1. Do you know that every person: all entities such as a corporation, a partnership and a trust; and all individuals with annual revenue turnover amounting to TZS 100,000,000 and above, is supposed to file with the tax authority not later than six months after the end of each year of income a return of income for the year of income?

a) Yes



(
)

b) No



(
)
C2. Do you know that, in the case of a corporation, the return of income to be submitted to the tax authority should be prepared or certified by a certified public accountant in public practice and have attached to it a set of certified financial statements?

a) Yes



(
)

b) No



(
)
C3. Do you know that the tax authority can conduct tax audit and make a jeopardy assessment of tax payable or that has become payable by a person where the person fails to file a tax return on time?

a) Yes



(
)

b) No



(
)

C4. Do you know that the tax authority can conduct tax audit and make a jeopardy assessment of tax payable or that has become payable by a person whether or not the person is required to file a tax return?

c) Yes



(
)

d) No



(
)
C5. Do you normally submit to the tax authority returns of income for your business and have attached to them sets of certified financial statements?

a) Yes



(
)

b) Rarely



(
)

c) No 



(
)

C6. Have you submitted to the tax authority your returns of income for your business and have attached to them sets of certified financial statements in the past three years of your income? 

a) Yes



(
)

b) No



(
)

If the answer is No, why?

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
C7. Have you been audited by the tax authority in the past three years of your income?

a) Yes



(
)

b) No 



(
)

C8. Are you fully aware of the tax audit procedures from the time you receive the notice to conduct tax audit to the service of the tax assessment notice? 

a) Yes



(
)

b) No



(
)

If the answer is YES, how did you get to know them?

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….… 
Appendix II:  Interview Guiding Questions for TRA Employee

Dear Respondent, 
I am Mr. Buberwa, Ruganisa Jeremiah, pursuing a Master Degree of Business Administration. I am undertaking a study on the topic titled; Effect of Tax Audit on Tax Compliance: A Case of Dodoma City, Tanzania. As a key informant, you have been selected to participate in the study. I would like to request your cooperation by responding to the attached semi-structured interview guide. The study is only for academic purposes.  However, the data delivered will be treated with a high degree of confidentiality.

This Interview Guide questions intend to collect information from the key informants on the Effect of Tax Audit on Tax Compliance: A Case of Dodoma City, Tanzania. The information filled in will be used solely for study purposes only.

1. What is your current job position?

…………………………………………………………………………………

2. For how long have you been in your current job position? 

……………………………………………….…………………………………

3. On your own opinion, is the tax authority able to conduct tax audit effectively? 

a) Yes 

(
)

b) I don’t know
(
)

c) No 


(
)
4. Explain your response in question 3.

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
5. Who many tax audit officers are responsible for tax audit in Dodoma City? 

………………………………………………………..…………………………
…………………………………………………………………………………..

Who many tax audit officers are needed for tax audit in Dodoma City?

………………………………………………………...………………………

…………………………………………………………………………………
6. What are the challenges you encountered during tax audit?

………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
7. On your own opinion, what initiatives should be taken by the tax authority to ensure tax compliance in Dodoma City?

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Appendix III: Data Collection Institutions/Organizations to be visited
	S/N
	Institutions/Organizations

	1.
	Tanzania Revenue Authority, Dodoma.
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Abstract

This study was undertaken to investigate the effect of tax audit framed from the perspective of tax compliance. The main objective of this study was to investigate the effect of tax audit on tax compliance in Dodoma City. The specific objectives of the study include: to determine the effect of perception of taxpayers to tax audit on tax compliance; to determine the effect of ability of tax authority to conduct tax audit on tax compliance and to determine the effect of initiatives by tax authority on tax compliance. There are still taxpayers who are not compliant with the taxation system, even though they have been audited before. The study used twenty-three respondents, consisting of fourteen taxpayers’ representatives, eight tax audit officers and one tax audit manager. There are various methods that were used in data collection, these methods include; interviews, questionnaire survey and documentary review. On the basis of the findings of the study, tax audit has strong effect on tax compliance, however, there is still a significant gap on the tax audit awareness, the way it’s done and the tax education to achieve tax compliance. It is recommended to provide a checklist of tax compliance upon taxpayers’ registration. 

Keywords: Tax, Tax Audit, Auditing, Tax Compliance. 

1.0 Introduction
Revenue collection is increasingly recognized as an integral component of fiscal policy and administration (Mbonde, 2018). All over the world, Governments embark on huge public expenditure to provide basic amenities and other social services for their citizens that constitute the major tasks of an elected public officer. To achieve these tasks, Governments require huge funds to fulfill its obligations. Among the various sources that Governments generate revenue, taxes are the most important and most reliable means, contributing much more than any other sources. 
The payment of tax by citizens and other members of community are termed as the main source of generating revenue for financing Government expenditure. The view as provided by the IMF, tax revenue is a major source of Government revenue that needs to build strong local sources as evident in most parts of the World with more than 80% contribution of all total revenue collection. The tax revenue is strong once financed from locally generated sources than dependence on foreign aid (Mohammed and Gela, 2014). The countries such as China, India and Thailand have successfully managed in reformation of the tax collection system in compliance to the public existing tax base (Mbonde, 2018).

Tax revenue as the base to the Government revenue is constricted by tax evasion. Some of the European countries the situation of tax evasion is worse even more than those of the African developing countries. For example, Greece has vowed to crack down on tax evasion and illegal cash transactions for goods and public services delivery (Deyganto, 2018). Tax audit is important because it assists the Government in the collection of appropriate tax revenue necessary for Government budget, maintenance of economic and financial order and stability. As well as ensuring that correct tax returns are submitted on time by the taxpayers, reducing tax avoidance and tax evasion, strict compliance with tax laws, improvement of voluntary tax compliance and the amount due is collected and remitted to Government (Harelimana, 2018).

Noted that the role of an audit program in a modern tax administration must extend beyond merely verifying taxpayers’ reported obligations and detection of discrepancies between a taxpayer’s declaration and supporting documentation. Tax audit may increase tax revenue in two ways: directly through assessment of additional taxes, and indirectly by improving taxpayer compliance with the tax laws and regulations. (Appah et al., 2013) that for any nation to experience development, there must be substantial amount of revenue generation that must be properly applied on public infrastructures for the benefits of members of the society. The reduction in revenue generation and the continuous increase in the Government running costs have left various Cities to formulate strategies at improving their revenue base hence, the need for tax compliance drive. Non-compliance with tax payment is a betrayal of the tax administration and revenue system. Therefore, a well implemented tax compliance strategy that can safeguard tax administration and sustain the confidence of taxpayers is fundamental and tax audit programs need to be embraced in order to monitor and detect the non-compliance traits of taxpayers.

Tanzania Revenue Authority (TRA) employs various audit techniques to identify tax evaders and non-compliance behaviour on taxpayers. One of such audit tools is the risk-based tool for the identification of tax evaders or non-compliant taxpayers. Companies identified by such tools are either subject to tax audit or tax investigation. When tax audit is conducted in time to the taxpayer the anomalies was identified in time and the required additional taxes was paid in time and the Government was able to take its required tax on time. Thus, helping in the identification of the offences committed by the taxpayers, imposing interests, fines and penalties on time. Accordingly, facilitating the eradication of tax evasion. Low tax compliance and remittance limit the capacity of Government to raise revenue for developmental purposes because the higher the revenue, the more likely Government will put in place developmental plans for the enhancement of the living standards of the people. Furthermore, the study will adopt Allingham and Sandmo Theory this theory is compelling to develop an understanding of the role of tax audit on tax compliance. Its key proposition is that taxpayer’s compliance depends on the perceived probability of detection, the tax rate and the penalty for tax evasion. The idea is that a taxpayer before filling in a tax return has to decide how much income he will reveal knowing that there is a certain probability of tax audit.

Dodoma City being the Capital City of Tanzania has several options to finance its public expenditures and pursue its fiscal policy. These options include imposing taxes on persons and businesses, and non-tax revenues such as service fees, loans (both domestic and foreign institutions), property and investment income and domestic and foreign grants. Therefore, the researcher will investigate the effectiveness of tax audit on tax compliance in Dodoma City.

Voluntary tax compliance before and even after the taxpayer has been audited ensures that the Government continues to generate tax revenue despite low probabilities of future tax audits to the taxpayer. The Revenue Authority generally conducts quality tax audits with the primary objective of enhancing the degree of voluntary tax compliance by taxpayers and ensure that correct taxes are timely collected. Secondary objective is to build public confidence in the integrity of the tax administration system by ensuring that all taxpayers are subjected to the same tax laws and standards (URT, 2019).
However, there are still taxpayers who are not compliant with the taxation system, even though they have been audited before. The collected revenues through tax were 77.1% of the targeted revenue for the year 2017/18”. Also the estimations on national revenue collection through tax revenue for the year 2016/17 were 3.2% in deficit, 2017/18 were 9.5% in deficit and 2018/19 were 1.9% in deficit. These tax revenue deficits from the Ministry of Finance and Planning of Tanzania evidence non-compliance. A study by Mayiku (2015) revealed that conflict between taxpayers and the tax authority, on perceptions of fairness and equity as well as inefficiency of the tax system led to non-compliance.
2.0 Literature Review 

Tax

Conceptually, tax can be defined or seen as a compulsory transfer of resources from the private to the public sector (Uremadu, 2000). According to Adesola (1998), tax is a compulsory levy which the Government imposes on its citizens to enable it to obtain the required revenue to finance its activities. And as per other scholars like Lymer and Oats (2009), tax is defined as a compulsory levy, imposed by Government or other tax raising body, on income, expenditure, or capital assets, for which the taxpayer receives nothing specific in return.
Tax is a compulsory levy imposed by the Government using or through an authorized body on revenue, taxable income or profit, property, capital gain on a property, wealth of a legal person, value addition, importation or exportation of goods and services, etc. to control the distribution of wealth, create fair completion in the market, protect the domestic market against the imports and the finance public expenditures centered on providing social amenities for her citizens. The major reasons for the United Republic of Tanzania to impose tax includes; one, to raise money for financing social activities like health, defense, law and order, education and infrastructure; second, to raise the share of the national cake going to the poor; to encourage investment; and to defend local market on domestic products through heavy taxes on unnecessary imports (TRA, 2012).
Auditing

As per Auditing and Assurance Standard: Basic Principles governing an Audit (AAS 1) published by the Institute of Chartered Accountants of India, Audit refers to the independent examination of financial information of any entity, whether profit oriented or not, and irrespective of its size or legal form, when such examination is conducted with a view to express an opinion thereon. According to Spicer and Pegler (2008), Auditing is such an examination of books of accounts and vouchers of business, as will enable the auditor to satisfy himself that the balance sheet is properly drawn up, so as to give a true and fair view of the state of affairs of the business and that the profit or loss account gives true and fair view of the profit/loss for the -financial period, according to the best of information and explanation given to him and as shown by the books; and if not, in whatever respect, he is not satisfied.

Awe (2008) defines auditing as an independent examination of the books and accounts of an organization by a duly appointed person to enable that person to give an opinion as to whether the accounts give a true and fair view and comply with the relevant statutory guidelines.
Tax Audit

Tax audit just like financial audit involves the gathering of information to ascertain the level of compliance with applicable laws (Adediran et al., 2013). Olaoye and Ogundipe (2018) defined a tax audit as an independent examination of the books of accounts of a taxpayer by a specialized staff of the revenue authority carried out to ensure accuracy of returns filed to the tax authorities. According to Organization for Economic Cooperation and Development (OECD, 2006), tax audit is an examination of whether a taxpayer has properly assessed and reported their tax liabilities and met other requirements. Meaning that a Tax Audit Officer investigates the compliance of any forms of taxes either direct or indirect concerning their audited financial statements and other tax-related returns. 
According to Ayalew (2014) on his study on factors affecting tax audit effectiveness; a study on category ‘a’ taxpayers in Ethiopia inBahir Dar city administration revenue office stated that “A tax audit is an investigation made by the tax authority in order to verify the accuracy of tax returns and attempt to detect non-compliance behavior and activities”. As Biber (2010), tax audit is extending beyond verifying a taxpayer ‘s reported obligations and detection of discrepancies between a taxpayer ‘s declaration and supporting documentation. Most taxpayers report their tax liabilities more accurately if they believe that the tax administration has the capacity to detect any unreported liabilities and that heavy penalty may be applied when they are detected. Barreca and Ramachandran (2004) noted that the purpose of tax audit is to check the evasion of tax and ensure compliance in accordance with the laws and regulations.
Tax Compliance

Cuccia (2013) conducted his studies in Brazil, defined tax compliance as filing all required tax returns at the proper time, and accurately report tax liability per the tax law applicable at the time the return is filed. Tax compliance means to completely fulfil the tax liability during the period the tax return is submitted and to submit the tax return correctly at the related place (Yildiz 2019).
Tax compliance is a major problem for many tax authorities and it is not an easy task to persuade taxpayers to comply with tax requirements even though tax laws are not always precise (James and Alley 2004). The exact meaning of tax compliance has been defined in various ways. For example, Andreoni, Erard, and Feinstein (1998) claimed that tax compliance should be defined as taxpayers’ willingness to obey tax laws in order to obtain the economy equilibrium of a country.
Kirchler (2007) perceived a simpler definition in which tax compliance is defined as the most neutral term to describe taxpayers’ willingness to pay their taxes. A wider definition of tax compliance, defined in 1978 by Song and Yarbrough suggested that due to the remarkable aspect of the operation of the tax system in the United States and that it is largely based on self-assessment and voluntary compliance, tax compliance should be defined as taxpayers’ ability and willingness to comply with tax laws which are determined by ethics, legal environment and other situational factors at a particular time and place. Similarly, tax compliance is also defined by several tax authorities as the ability and willingness of taxpayers to comply with tax laws, declare the correct income in each year and pays the right amount of taxes on time (Internal Revenue Service (IRS), 2009; Australia Tax Office (ATO), 2009; Inland Revenue Board of Malaysia (IRB), 2009).
Tax Audit and Tax Compliance

Tax audits have been variously discussed in relation to tax compliance. According to Palil and Mustapha (2011), some studies claimed that audits have a positive impact on tax evasion (See Jackson and Jaouen, 1989; Shanmugam, 2003; Dubin, 2004). These findings suggest that in self-assessment systems, tax audits can play an important role and their central role is to increase voluntary compliance. Palil and Mustapha (2011) argued that audit rates and the thoroughness of the audits could encourage taxpayers to be more prudent in completing their tax returns, report all income and claim the correct deductions to ascertain their tax liability. 
In contrast, taxpayers who have never been audited might be tempted to under report their actual income and claim false deductions. Butler (1993) cited in Palil and Mustapha (2011), also found that tax audits can change compliance behaviour from negative to positive. These findings complement the Witte and Woodbury (1985) and the Beron, Tauchen and Witte (1988) studies. Witte and Woodbury in their study of small proprietors found that tax audits have a significant role in tax compliance. They did not empirically test individual taxpayers, thus left open room to conduct research in this area. While Butler (1993) and Witte and Woodbury (1985) found significant results, Beron et al. (1988) found a contradictory result. They reported that audits did not significantly correlate with evasion for all groups they studied. Audits were found to be more effective in inducing taxpayers to over claim deductions rather than encouraging them to correctly report actual income (Beron et al. 1988).
From another point of view, Evans, Carlon and Massey (2005) studied the tax compliance of small and medium size enterprises (SME) in Australia. Their objective was to examine the relationship between record keeping practices of SMEs and the potential exposure to tax compliance problems. The study hypothesized that low tax compliance among SMEs might better encourage the tax authority to increase audits and investigations. This study involved 129 small business owners, 130 tax practitioners and Australian Tax Office (ATO) auditors. 
Using mail surveys, this study found that audit history, including frequency, audit outcome and the type of audit of small business owners has a significant indirect impact on tax compliance (in terms of record keeping). The result also evidenced that the primary objective of the small business owners doing their record keeping is tax compliance related rather than part of their management of their business. Thus, as the audits investigations increase, many SMEs will make more of an effort at proper record keeping. From the foregoing, it is observed that previous studies have evidenced that tax audits play an important role in increasing voluntary compliance. Audits rates and the thoroughness of the audits could potentially encourage taxpayers to be more prudent in completing their tax returns.
Theoretical Literature Review
This study adopted the Allingham and Sandmo theory of tax evasion as guidance on interpretation of the proposed relationship between tax audit and tax compliance. 

The Allingham and Sandmo Theory 

The theoretical analysis of tax evasion was started by Michael Allingham and Agnar Sandmo in 1972 (Allingham and Sandmo, 1972). This theory is compelling to develop an understanding of the role of tax audit on tax compliance. Its key proposition is that taxpayer’s compliance depends on the perceived probability of detection, the tax rate and the penalty for tax evasion. The idea is that a taxpayer before filling in a tax return has to decide how much income he will reveal knowing that there is a certain probability of tax audit (Aurelija Anciute, Ruta Kropiene, 2010). The assumption of thetheory is that when there are low audit probabilities and low penalties, the tendency for evasion was higher, while if there is a high tendency for detection and penalties are severe, fewer people will evade taxes (Fjeldstad at el, 2012). Therefore,an increase in tax audit processes that lead to higher rates of detections and severe penalties can result in higher rates of tax compliance.The entire essence of the theory is that a taxpayer filling a tax return, decides on whether to indicate the entire amount of income (being compliant) or only part of it (tax evasion) knowing that if tax audit is conducted, fault detected and severe penalty imposed, then the situation becomes worse than it would have been in the first case of being honest and compliant.
The theory has been improved by Shlomo Ytzhaki. Shlomo Ytzhaki took into account the fact that the penalty is usually imposed not on the concealed income, but it is rather related to the unpaid amount of tax (Aurelija Anciute, Ruta Kropiene, 2010).It is more economically reasonable and just to impose a fine on the amount of the tax concealed, because the state experiences financial loss not because there is no correct data about the income, but because it does not receive part of income in the form of tax (Aurelija Anciute, Ruta Kropiene, 2010). 
For example, in Tanzania, under Section 79 of the Tax Administration Act, 2015 the penalty for making a false or misleading statement to a tax officer ranges from fifty percent to seventy-five percent of the tax shortfall and not on the income concealed. The theory has not also considered interest paid for late payment of tax related to the concealed income. This is due to time value of money with the assumption that the taxpayer could have invested the concealed some of money and gotten additional financial gain. For example, in Tanzania, under Section 76 of the Tax Administration Act, 2015 the interest for failing to pay tax imposed under a tax law was payable to the Commissioner General of TRA at the statutory rate compounded monthly.
The weakness of this theory is that it only partially explains therole of tax audit on tax compliance. First, it ignores the individual behavior of some of the taxpayers who may evade tax in-spite of high audit probabilities and high penalties and others evade tax even if the cost of doing so is higher (Karanja, 2014). For instance, it does not examine the perception of tax audit designed to achieve tax compliance, i.e. if taxpayers viewtax audit as a means to achieve tax compliance. Second, the theory ignores the apparent ability of the tax authority to conduct tax audit which is designed to achieve tax compliance. It could be possible that if the ability of the tax authority is taken to be weak, then the taxpayer may not declare the entire amount of income especially if they have been audited before and some of the concealed income was not detected. Third, the theory does not look at the parameters that are used by tax audit to constitute tax compliance. This is why the researcher has decided to use this theory to study the effectiveness of tax audit on tax compliance. 
Empirical Literature Review
Taxpayer perception on Tax Audit procedure imposed by the Authority

Badara, (2012) Questionnaire distributed to forty-eight (48) respondents using descriptive statistics. The result shows that the Relevant Tax Authority (RTA) employed tax audit towards achieving voluntary tax compliance, which tax audit reduces the problems of tax evasion and that taxpayers do not usually cooperate with tax audit personnel during the exercise. Slemrod, Blumenthal and Christian (2011) examined randomly selected taxpayers and informed them that their filling was “closely examined” and found evidence of taxpayers’ behaviour changing in response to an increased probability of audit, although the responses are not uniform among different groups of taxpayers.
Study conducted by Lukumay, (2017), on assessment of the attitudes and perceptions of taxpayers towards the use of EFD machines in Tanzania. One of the specific objectives of the study based on perception of taxpayers on the effect of Electronic Fiscal Devices, the sample of the study was TRA’s staff and registered VAT taxpayers. The findings of the study revealed that their major challenges facing full use of EFDs are high cost of purchasing the devices and lack of education on the side of taxpayers concerning the use of EFDs among others.
Mittone (2006) investigated that early experience of audits in taxpayers’ “tax life” is a more effective way to increase compliance than later audits. Also, Kastlunger et al, (2009) study of experimental research also suggests that, although the effectiveness of audits and fines cannot be completely confirmed, early audits in taxpayers’ “tax life” have a positive impact on compliance.
Ability of the Tax Authority to conduct Tax Audit

Olaoye and Ekundayo, (2019) findings on the Effects of Tax Audit on Tax Compliance and Remittance of Tax Revenue in Ekiti State using close ended questionnaires discovered that desk audit, field audit, back duty audit and registration audit had a positive significant effect on tax compliance and remittance. Further, the study recommended that Ekiti State Government should strengthen tax audit by employing of more competent staffs and regular trainings to increase in tax compliance level in the State. 
A more recent study of U.S. taxpayers by Beer et al. (2020) investigates whether the effect of audits on post-audit reporting behavior depends on the audit outcome, and they find that the specific deterrent effect of tax audits is positive in the aggregate but that subsequent compliance depends on the outcome of the examination. In particular, taxpayers who receive an additional tax assessment as a result of their audit report more income in subsequent years, while those who do not receive an additional assessment report less. Kleven et al. (2011) shows that tax audits increase self-reported income among Danish taxpayers in the subsequent tax year. Similarly, Advani et al. (2017) found that reported income of self-employed UK taxpayers increases for at least 5 years after an audit, while DeBacker et al. (2018) show that compliance of U.S. taxpayers improves for three years after an audit before ultimately reverting to previous (and lower) levels.
Adediran et al. (2013) conducted a study on the impact of tax audits and investigations on revenue generation in Nigeria. The result is that if auditing is being conducted on the taxpayer, it will increase the level of tax compliance and more revenue was collected on time. Also, the findings recommended that tax audits and investigations should be carried out more frequently and comprehensively to increase the revenue base and stamp out tax evasion. Again, Adediran et al. (2013) claimed that relevant authorities should encourage tax audits for an increase in tax revenue, in order for the Government to keep up with its obligation to the citizen.
Also, Mirera (2014), conducted a study on the effects of tax audit on revenue collection in Nairobi West Region of the Kenya Revenue Authority. The study revealed that there is a significant link for tax paid before audit and tax paid after audit as it indicates there is an increase in the tax paid after audit. Also, the analysis from the taxes collected from a certain firm two years before the audit and two years after the audit shows that there was an increase in tax collected after the audit.
Moshi, (2014) the study assesses if tax audit units do promote voluntary tax compliance at Mwanza Tax Region. The study used primary and secondary data obtained through published and unpublished reports of Mwanza Tax Region. The results show that tax audit unit provides advanced rulings to explain tax consequences of the proposed transactions to taxpayers and assist taxpayers in detecting and deterring non-compliance. Also, tax audit unit services have significance effect to the reported sales by taxpayers.
Modugu and Anyaduba (2014), examined the impact of tax audit and other qualitative attributes on the level of compliance. Their findings discovered that there is a positive relationship between tax audit and tax compliance. The study also recommended that the relevant authorities seek more rational and active means of enhancing the impact of tax audits on corporate tax compliance in Nigeria. 
Summary of Empirical Literature Review

There are several studies that have been conducted on the effectiveness of tax audit and its role in promoting tax compliance, as reviewed above. However, these studies barely attempt to answer the questions on the perceptions of taxpayerson tax audit procedures imposed by the tax authority, ability of the tax authority to conduct tax audit and the determinants of tax audit. First, this was the first study attempting to question the view of the procedure of tax audit, other than tax audit as a whole. The concept of tax audit could be positively perceived, however the timing, methodology and the entire process could be negatively viewed. Second, assess the ability of the tax authority to conduct tax audit. 
No previous study to the best of the researcher’s ability has empirically assessed the ability of the tax authority to conduct tax audit in-terms of the intellectual capacity of the Tax Audit Officers, number of Tax Audit Officers, information and computer technology infrastructures and integrity will. Previous studies have only shown that tax audits need to be conducted more frequently. Third, examine the determinants of tax compliance used by the authority. No previous study through search has empirically explored the determinants of tax compliance used by tax authorities. For example, the time period in which tax becomes due.
Research Gap
This research attempted to address the research gaps in the tax administration system and in doing so making a vital contribution specifically in the tax audit unit with the perspective of promoting tax compliance. Despite the literature contributions on tax audit and tax compliance mentioned earlier, there were still gaps to be filled by this study as follows.  First, the study extended the limited research on the understanding of tax audit and its impact of tax compliance in Tanzania, specifically in Dodoma City. Most of such researches were conducted in other countries and cities. Second, the study covers the gap of assessing the mediating roles: perception of taxpayers to tax audit; ability of tax authority to conduct tax audit and initiatives by tax authority, on tax compliance. Therefore, this study sought to investigate the effect of tax audit on tax compliance in Dodoma City, using the variables: perception of taxpayers to tax audit; ability of tax authority to conduct tax audit and initiatives by tax authority.
Conceptual Framework of the Study

Conceptual framework is defined as an abstract idea or theory that is used to develop a new concept or to re-interpret the existing concept. The conceptual framework gives the relationships between the dependent and independent variables (Kothari, 2010). 

In this study, the dependent and independent variables are illustrated in Figure 1. The framework showed that; the dependent variable was tax compliance. The independent variable which influences the dependent variable in this study was tax audit. The independent variable tax audit had the component for the study which is the perception of taxpayers to tax audit.

Figure 2.1: Conceptual Framework on Effectiveness of Tax Audit on Tax Compliance
3.0 Methodology

Research Philosophy

This study used phenomenological research philosophy. Phenomenological research philosophy reflects the belief that reality is subjective and a matter of appearance for us in our social world.
Research Approach
Research approaches are plans and procedures for research that span the steps from broad assumptions to detailed methods of data collection, analysis, and interpretation. There are two types of research approach, qualitative approach and quantitative approach. Qualitative research approach refers to the data which is in terms of words, images, observations, conversations and photographs. This study used qualitative research approach where the collection of data based on key informants and secondary data study in studying the effectiveness of tax audit on tax compliance in Tanzania.
Research Design

Research design is a plan, a structure and strategy of investigation so conceived to obtain answers to the research questions. The plan is the complete scheme or program of the research. According to Grinnel and Williams (1990), a research design is careful systematic study or investigation in some field of knowledge, undertaken to establish some facts or principles.
This study used a cross-sectional research design, since cross-section study allows the collection of data from the respondents at one time. The design allows the use of random sampling procedures that help to make description on outcome data (Zangirolami – Raimet et al., 2014). In view of that, cross-section was relevant because, the tax audit is a phenomenon that needs both human and financial facilities in examining its outcomes on tax compliance, which is the focus of the study. Besides, the design allows the collection of both quantitative and qualitative data, which helped to capture actual situation on tax audit and tax compliance. However, cross-sectional design is needed because it facilitates the smooth sailing of the study, thereby making the study as efficient as possible yielding maximal information with minimal expenditure of effort, time and money (Kothari, 2004).
Research Population and Study Area
Research Population

The population under this research will consist of 674 taxpayers, such taxpayer who has annual return of TZS. 100 million and above. The selection of this group of taxpayers is based on the reasons that they conduct their business in Dodoma city, they are subjected to tax audit and Dodoma is the Government capital city where the Head office of TRA is located. Also the study will involve Tax Audit Officers from TRA at Dodoma office. These officers was involved in the study since they are the one who undertake the auditing process on behalf of Tax Authority and they possess relevant knowledge which can contribute to this study.
Study Area

Dodoma Region is Located at the Centre of the country. Region is 453 kilometres (281 mi) west of the former capital at Dar-es-Salaam and 441 kilometres (274 mi) South of Arusha, the headquarters of the East African Community. It is also 259 kilometres (161 miles) North of Iringa through Mtera. It covers an area of 2,669 square kilometres (1,031 sq. mi) of which 625 square kilometres (241 sq. mi) is urbanized. Also the Region has experienced a rapid population increase as the Government shifted its capital from Dar-es-Salaam to Dodoma. Such thing might have impact an increase on a number of new investors, thus having an impact on revenue generated by the investors, increasing their return.

Therefore, Dodoma Tax Region is one of the region with undertake tax audit to tax payers, also the shift of government offices to Dodoma region has influence increase in number of new potential tax payers. Also the selection of Dodoma tax region based on presences of adequate number of tax payers and capable tax authority.
Sampling Design and Procedure
The researcher in this study used purposive sampling and simple random sampling in the selection of the respondents in order to get an accurate representative samples. 

Purposive sampling technique will allow a researcher to obtain qualitative information from key informants of the study. The researcher employs this type of sampling to select Tax Audit Officers from TRA in Dodoma office.
Simple random sampling is the method where every respondent in the population have equal chance to participate in the study (Trochim and Donelly, 2006). Through the use of simple random researcher will obtain a list of eligible tax payer to participate in the study and from the list researcher will establish a sequence through which was used to select respondents.
Sample Size

Sample size refers to the fewer number of populations of the same characteristics selected from the large population to represent others in the study (Kothari, 2004). It is the portion of the population that is selected to represent the entire population during data collection process in the study area. The study used twenty-three (23) respondents as described in table 1, the use of a small sample size allowed the researcher to have in-depth information concerning the effect of tax audit on tax compliance. Creswell, (2014) declares that qualitative studies do not aim to generalize the information attained; rather they explore sincerely the phenomenon at hand and provide a deep understanding of the situation.

Table 3.1: Distribution of respondents

	Identity
	Number

	Taxpayers’ representatives
	14

	Tax Audit Officers
	8

	Tax Audit Manager 
	1

	Total 
	23


Data Collection Methods
Data is information that one gathers carefully according to rules or procedures. Adamu and Kamuzora (2008) defined data as the fact which enabled us to make appropriate decisions. It uses multiple methods in data collection and refers to as triangulation. There are various methods that were used in data collection, these methods include; interviews, questionnaire survey and documentary review.
Interviews  

Interview refers to the communication among two or more people aimed at collecting relevant information for research (Kothari, 2014). There are semi-structured, structured and unstructured interviews (Kothari, 2014). The semi-structured interview which guide based on face-to-face interviews was used in this study to collect qualitative data from the key informants. In addition, the key informants was involved to get clear qualitative data about the effectiveness of tax audit on tax compliance.

Documentary Review

Documentary review involves the review of documents such as books, magazines, newspapers, and the content of all other verbal materials which can be either spoken or printed (Creswell, 2014). This study reviewed the Tax report, tax auditing manual and audit reports. The review of these documents helped to obtain data of tax compliance, auditing procedures and initiative used to influence tax compliance at the study area. 
Data Processing and Analysis

According to Ahmed et al., (2010), data processing refers to the transformation of respondent's views into a meaningful form while processing the data, "it involves the transformation of the observations gathered from the fields into a system of categories and transformation of these categories into codes amenable to qualitative analysis". Also data was analyzed using thematic qualitative analysis. Thematic qualitative analysis is a form of pattern recognition used in content analysis whereby, themes or codes that emerge from data become the categories for analysis. This therefore was done by identifying clusters of comments on key topics whereby various quotes was incorporated whenever it relates to the analyzed quantitative or numeric data.
Measurement of Dependent and independent variables

The study contains dependent and independent variables, where the dependent variable of the study is tax compliance which was influenced by independent variables of the study. The independent variables consist of taxpayers’ perception on tax audit procedures, ability of the authority to conduct tax audit and the determinants of tax compliance.
Model of Data Analysis

This study was guided by the model which implies that the level of tax compliance is the result of taxpayers’ perceptions on tax audit procedures, ability of the authority to overcome tax evasion and the initiatives for tax compliance. This model is the result of tax audit manual, (2019) and the Allingham and Sandmo Theory, (1972).

TC = TP + AA + IC
Whereby 

TC = Tax Compliance

TP = Taxpayers’ Perception on Tax Audit Practices

AA = Ability of Tax Authority to overcome Tax Evasion

IC = Initiative for Tax Compliance (Paying Tax, Tax Amount, Time Frame)

Validity and Reliability of Measurements
This study observed all requirements for valid and reliable standards required for undertaking academic study. For reliability of the tools for data collection, researcher used triangulation of tools, one tool compensated the misfit of another tool. For validity, the researcher will seek consultancy from experts for assistance on reviewing the data collection tools and check the standards of the designed tool.
Ethical Considerations

Ethical standards are the principles, rules and regulations that guide the researcher during the data collection process (Oketch, 2010). A researcher observed the principle, rules and regulations such that to secure a research clearance form from The Open University of Tanzania (OUT). A researcher also got a research permit from TRA Dodoma office. The researcher observed consent from the participants by informing them about the aim of the study. Also, the researcher observed the privacy and confidentiality of the participants during the study by not mentioning their names when presenting the data. However, the researcher did not interfere with the timetable of the participants during the research by informing them and getting their permission on time.

4.0 Findings and discussion

The respondents were drawn from among the taxpayers whose revenue turnover is above TZS 100,000,000.00 in Dodoma City and the audit unit staff of the tax authority Dodoma office that services those particular taxpayers regarding tax compliance. The findings include the characteristics of the respondents: taxpayers in-terms of nature of business; gender; marital status; age; and length of being in business, and audit unit staff of the tax authority in-terms of current job position and length of being in that position. 
The research managed to managed to have a total of 23 respondents who participated in the study which include 14 taxpayers, 8 Tax Audit Officers from the tax authority 1 manager heading the audit unit of the tax authority. Therefore, the findings are presented separately between those of taxpayer and those of the audit unit staff. 
In Dodoma City there are several business activities, however, the business activities that were found by the study interviews were sale of hardware and building materials, manufacturing of wine and other spirits, wholesale of home materials, sale of home electronic materials, manufacture of pure drinking water and bar, lounge and restaurant business. Out of all these business activities that showed up, the majority was the sales of hardware and building materials and the least was the manufacture of pure drinking water and bar, lounge and restaurant business.
5.0 Conclusions and Recommendations

On the basis of the findings of the study, tax audit has strong effect on tax compliance, however, there is still a significant gap on the tax audit awareness, the way it’s done and the tax education to achieve tax compliance, despite the fact that tax audit is being done.
It is recommended that the tax authority should provide with the taxpayers a checklist of the requirements on filing with the tax authority a return of income for the year of income. The taxpayer should sign this checklist of the requirements upon being issued with the Business Registration Number or Number of Incorporation from the Business Registration and Licensing Authority (BRELA) and Tax Identification Number (TIN). It is also recommended that every taxpayer whether small or big, with income or without income, to abide with the requirement of filing with the tax authority a return of income for the year of income, without any cost. 
The cost should be full born by the Government. This will help to not only spread the awareness of this requirement right from the inception of doing business in Tanzania, but also making the taxpayers used to the requirement and the entire process at large. The tax authority should do using an online application (App) for the small taxpayers which will have less requirements and a different website platform for the big taxpayers due to the complexity of their big transactions. All in all, this requirement of the tax law will start to be implemented at early stages and thus every business person will be aware of the process.
It is recommended that the tax authority should corroborate with the National Board of Accountants and Auditors (NBAA) in Tanzania and the entire Government at large to come up with the online simplified set of financial statements to be presented by the starting and lower income taxpayers online. This will help to get all taxpayers used and well acquainted to this requirement of the tax law earlier enough in their business carrier.
It is recommended that, once the online platform for submitting tax returns by lower income taxpayers is in use, the tax authority should conduct simple audits and make the jeopardy assessments of the tax payable or that has become payable by a business person who has failed to file a tax return on time, and start remitting the tax due in twelve installments or in small affordable amounts for example, TZS 10,000 per month directly from the mobile money accounts like Tigo-Pesa, M-Pesa, Airtel Money, Halopesa, etc. This will impact knowledge in the minds of the taxpayers right at start that these is this requirement of the tax laws. The key is regular deductions in small amounts are very impactful in tax matters.
It is recommended there to be a significant tax difference between a compliant taxpayer and a non-compliant taxpayer. For instance, the Government should reduce the tax burden on the compliant taxpayers and put in on the non-compliant taxpayers. For example, during self-assessment from January to December in the year of income, when the taxpayer does the self-declaration by filing the SETPI return and paying the income tax thereof, the income tax rate could be reduced from 30% to 20%. Then, during self-assessment from January to June in the year after the year of income, when the taxpayer does the self-declaration by filing the ROI return and paying the income tax thereof, the corporate income tax rate could be reduced from 30% to 25%. Then, when taxpayer is audited and found with elements of non-compliance, tax established, then the corporate income tax rate is increased to 35% of additional income undeclared during the earlier stages, on top of the interests and penalties imposed. This will increase tax revenue collections at earlier stages during the SETPI and ROI returns, hence tax compliance in general. Due to the effect of time value of money, the Government will collect its taxes earlier than waiting for the year after the year of income on the tax audit findings.
It is recommended to the tax authority to have adequate staff conducting tax audits in a particular tax Region. For instance, increasing the number of Tax Audit Officers to align with the increasing number of taxpayers to be audited. Tax audit is customarily conducted in teams; these teams normally comprise of two (2) Tax Audit Officers per team. The one team comprising of two (2) Tax Audit Officers is appropriate to conduct three (3) cases of tax audit per month. Therefore, two (2) Tax Audit Officers on the one (1) team are meant to conduct three (3) cases of tax audit per month, hence thirty-six (36) cases of tax audit per year. One could also put it that one (1) Tax Audit Officer is meant to produce eighteen (18) tax audit cases per year. For example, the study area should have at-least nineteen (19) tax audit teams meaning thirty-eight (38) Tax Audit Officers as compared to the current four (4) teams, meaning eight (8) Tax Audit Officers, in order to have all the 674 taxpayers audited in one year. The thirty-eight (38) Tax Audit Officers are able to attend to six hundred eighty-four (684) tax audit cases per year.
It is recommended to the tax authority, that the tax audit procedures should be given the first priority in registration of the taxpayers and that these procedures should be constant reminders annually in the tax authority’s engagements with the taxpayers. For example, annual in seminars, radio and television programs, mobile messages, tax authority sports events, etc., the tax authority could even declare a special year of tax audit procedures, and later on a special month of tax audit procedures like the way they have a special week for customer care every year. A month should be set aside to spread awareness of the tax audit procedures every year. This month could even be November, since the following month December is the last month for revising the tax assessment filed through the Statement of Estimated Tax Payable by Installment, which will determine the amount of tax, interests and penalties to be paid after the tax audit is complete.
It is recommended to the tax authority, that the tax authority should enroll more officers in the tax audit unit to cover the number of the tax audit cases to be attended. The new officers employed should be given enough trainings and seminars to handle the audit cases right from the inception of their employment. The nature of the law of income tax enacted by the national assembly of Tanzania, provides the assessment and payment income tax through self-declaration, therefore, the authority should focus on seminars to taxpayers on the self-declaration procedures, reduce officers from this unit and move them into the tax audit unit where the self-declaration will be checked effectively. This calls for the Government of Tanzania to invest heavily on the Information and Computing Technologies (ICT) in order to facilitate the self-declaration processes. The Government should invest more of the ICT equipment, so as to facilitate the reduction of the tax staff from the self-declaration unit and shift them into the tax audit unit of the tax authority.
It is recommended, that the tax audit unit should stick to its objective of propelling tax compliance as compared to achieving the tax collection targets. There should be special unit within the tax authority whose objective is attaining the tax collection targets. Once the taxpayers have been thoroughly audited, compliance obtained, then they should be handed over to this tax collection targets unit for follow of the recommendations from the tax audit unit and collect the normal tax flows as per tax audit unit recommendations, ensuring that the taxpayer does not backslide to tax non-compliance. 
These two district tax unit could be linked but differentiated in their objectives. The tax audit unit should be to promote tax compliance, whereas the tax collection unit should be achieving the tax collections targets by implementing the recommendations of the tax audit unit. When a taxpayer is audited twice in years following each other, and the same tendencies of non-compliance are observed, then this particular taxpayer should a different higher rate of penalty and more severe punishments as compared to the taxpayer who is observed with the tendencies of non-compliance for the first time, the same formula applies to the taxpayer who is observed with the non-compliance tendencies for the third time, and so forth.
It is recommended to the Government to bridge the gap of knowledge among taxpayers and the rest of the public, especially the public officials, for instance the members of Parliament (the tax law makers), etc. For these will help to encourage the taxpayers to pay their taxes due and showing the public the public goods and services that a result of paying taxes. The presence of the public goods and services, in addition to the payment of the public debt should be openly and publicly without fear or favor attributed to the taxes collected in the country by the tax authority, as well as the payment of taxes by the taxpayers. This should be directed to both the public sector taxpayer and the private sector taxpayers.
It is recommended to the tax authority to have more engagements with taxpayers on a regular basis so that taxpayers get used to the practices of the tax authority, for example, frequent electronic phone messages, phone calls, emails, letters, etc. to taxpayers informing them of what the authority is doing at the time and reminding them of their tax obligations on regular basis as well as taking in their suggestions, ideas and recommendations. Taxpayers should feel engaged even in the process of amendment of tax laws. This will provide more tax knowledge to the taxpayers.
It is recommended, when it comes to the amendment of tax laws, the tax authority should be directly involved alongside with the taxpayers, whereby the tax amendment ideas to be taken right from a District level (which emanate from a village and ward levels), then Regional level and going up to the National level, the process should be inclusive of all the taxpayers from villages to National level through their business groups. In a District level, the District Commissioner (DC) appointed by the President is the chairperson of the District Tax Advisory Committee (DTAC): which involves the District Revenue Officer, the representatives from the business community, District Executive Director, chairperson of the District Council, and other stakeholders in the District with interest in tax collections; which seats twice a year in every District, this should be used effectively in the amendment of the tax laws.
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