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ABSTRACT 

In Zanzibar, taxes are collected using a three tier system where three tax authorities 

are involved, namely; Tanzania Revenue Authority (TRA), Zanzibar Revenue Board 

(ZRB) and Zanzibar Municipal Council (ZMC). Due to that, business operators have 

feelings that, they were over taxed. This study, has investigated on the perceptions of 

small and medium business owners, on the practices of revenue collection in 

Zanzibar. The study specifically, was put in place to meet four objectives, namely; to 

explore the perceptions of SMEs owners on the practices of revenue collection, to 

understand the practices of revenue collection from point of view of SMEs operators, 

to investigate on the challenges facing the Zanzibar Revenue Authorities and to 

analyze the impact of the three tier tax system in revenue collection, on the 

performance of revenue collected. The study was approached by using a mixed 

research approach and adopted a cross-sectional descriptive survey design. It was 

conducted in Zanzibar because it is where the three tier tax system is exercised. Data 

were collected from SMEs operators, employees of tax authorities and from the 

management. Data were further analyzed by using both qualitative and quantitative 

methods. 

It was found out that, most of the SMEs had negative perceptions about the practices 

of revenue collection. These perceptions ranged from how collection of revenue by 

using the three tier system affected their business, the fairness of the tax system to 

the perceptions on the general feelings of the tax system. The study further 

uncovered that, Zanzibar collected multiple of taxes most of them falling under the 

category of indirect taxes. It is due to multiplicity of taxes and the three institutions 

which collected them that made taxpayers to feel that, they paid more than what they 

deserved. In addition to that, the study has come up with several complaints which 
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SMEs owners considered unfair for their business operations, most notable being; 

high tax, complexity of the system, wastage of time and discrimination in the 

amounts of tax paid by different people. Furthermore, the study found out four 

challenges which faced revenue boards in discharging their duties. They are; lack of 

knowledge about taxes and revenue by taxpayers, taxpayers not making payments on 

time, compliance problem and incorrect information about businesses given by 

taxpayers. Finally, respondents evaluated negatively all the six indicators of a good 

tax systems evaluated in this study. That means, the three tier tax system exercised in 

Zanzibar has been evaluated as not appropriate and unfair. It was recommended that, 

the government should look for the possibility of reviewing and amending the tax 

laws as well as simplifying the tax collection system.  

 

It was also recommended to introduce the use of Electronic Fiscal Device (EFD) in 

all business transactions made by SMEs in order to do away with the malpractice of 

supplying incorrect information done by business operators. Furthermore, tax 

authorities in Zanzibar were advised to fast track services by introducing multiple 

tellers to serve taxpayers as well as to improve quality of services rendered to 

taxpayers. Finally, employees were highly advised to exercise and show work ethics, 

high level of integrity and trustworthiness in discharging their duties so that they 

keep away with corruptive suspicions. 
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CHAPTER ONE 

OVERVIEW OF THE STUDY 

1.0 Introduction 

This chapter concentrates on the background to the problem, statement of it, 

objectives of the study, research questions as well as significance of it. The chapter 

also presents the scope of the study and winds up by showing the disposition of this 

report. 

 

1.1.1 Background to the Study 

Tanzania is one of the countries making up East Africa. It comprises two distinct 

sovereign territories called Tanganyika and Zanzibar. Zanzibar consists of two main 

islands, Unguja and Pemba, and other several smaller islands. They are located in the 

Indian Ocean, 25-50 kilometers off the East Coast of Africa between 5 and 7 degrees 

south of the Equator. The Islands have a total area of 2,654 square kilometers, of 

which Unguja has 1,666 square kilometers while Pemba has 988 square kilometers. 

The capital is Zanzibar City, of which the historic centre is the Stone Town, on 

Unguja. According to the latest Population and Housing Census (2012), Zanzibar has 

a population of 1,303,569. 

 

Zanzibar was once a separate state with a long trading history within the Arab world. 

Following revolution in January 1964, it united with Tanganyika to form Tanzania in 

April 1964 and still enjoys a high degree of autonomy within the union. The republic 

has a rather unique government structure, which consists of two governments 

namely; the Union Government and the Revolutionary Government of Zanzibar. The 

first is responsible for all union matters including Home Affairs, Foreign Affairs, 

Higher Education and Finance (Tax Administration) in the whole of Tanzania as well 
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as non-union matters on the Mainland. Zanzibar on the other hand, has its own 

Constitution, drafted in 1984 under the British colony, which replaced the 1979 

Constitution. In 1984, a new Constitution was adopted for Zanzibar under a one-

party system, which was amended in 1992 as a result of the recommendations of the 

Nyalali Commission, to make the whole of Tanzania to a multi-party state. August 

2010, the 10th constitutional amendment to the 1984 constitution was passed. 

Zanzibar has its own government that provides for all non-union matters concerning 

it (RGoZ, 2013). The Executive is headed by the President of Zanzibar and the 

Revolutionary Council (Cabinet). The country, has its own judicial system and is 

divided into five administrative regions (three in Unguja and two in Pemba), 10 

districts - two in each region, 50 constituencies and 296 Shehias (sub-districts). 

However, the union constitution also determines the economic arrangements between 

the Union and Zanzibar. 

 

The collection of income taxes, import duties and VAT on imports whether for 

Mainland or Zanzibar, is a union matter and is the responsibility of the Tanzania 

Revenue Authority (TRA). Zanzibar Government has the complete authority over 

hotel levy, petroleum product levy, stamp duty, port service charges and VAT on 

business. Zanzibar on its side; has got its organ for revenue mobilization; called 

Zanzibar Revenue Board (ZRB) which is the authority assigned for administration 

and collection of local taxes in Zanzibar. 

 

1.1.2 General Overview of Revenue 

Revenue is a source of an increased economy of a country. It is principally derived 

from tax. Tax is a compulsory levy imposed by the government on individuals and 

companies for the various legitimate functions of the state (Olaoye, 2008). Gupta 
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(2007) has a view that, countries should rely substantially on domestic revenue 

collection to avoid excessive foreign financial support, which may lead in the 

problem of debt burden and possible domination. Gberegbe (2007) states that, for the 

central government to raise additional revenue, they need to expand the tax base to 

strengthen revenue collection. In his view, taxation is the most efficient and effective 

means of raising revenue for both central and local government. Gupta and Tareq 

(2008) argue that, the strengthening of domestic revenue basis is a key to creating 

fiscal space for local development needs.  

 

Over the past years, the government of Tanzania has focused itself on raising 

revenue from a limited number of sources. Taxation on drinks, fuel, cigarettes & 

tobacco products, Value Added Tax and Pay as You Earn (PAYE), has been the 

major focus on taxes. Zanzibar is collecting revenue in a three tire basis using 

Zanzibar Revenue Board (ZRB), Tanzania Revenue Authority (TRA) and the Local 

Government tax Administration (Zanzibar Municipal Council – ZMC). TRA 

administers all taxes under union matters while ZRB deals with the domestic 

consumption taxes and the Local Authority, administers the various local taxes under 

the overall oversight of the minister responsible for Regional Administration and 

Local Government. Due to these complexities of the tax administrative arrangements 

in Zanzibar, the tax structure has also become complex. Tax payers therefore, deal 

with three different authorities who in turn have increased the compliance and 

administrative costs, in a way, that has had an effect on voluntary compliance level. 

It is alleged that, taxation and revenue collection in Zanzibar has in large increased 

the cost of doing business and vulnerably affected the economic growth (ZNCCIA; 

2013). 
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1.2 Statement of the Problem 

The development of SME sector in Zanzibar; is restrained by a number of factors 

including a wide range of governmental and authoritarian factors, which reduce their 

potential and prospective impact on the economy. It also cubs the added value 

potential of key natural resources and opportunities available in the economy. 

 

There has been a public protest in respect to ease of doing business in Zanzibar due 

to several factors, including the existence of the three tier tax system which creates 

tax antagonism on the small economic base, in the course of revenue management 

(RGoZ, 2006). This in turn, not only results into variety of taxes for the same base, 

but also a mix of governmental structure of the tax systems, which increased the 

taxpayer burden by paying a high total tax. Correspondingly, the working 

environment in these tax authorities with respect to bringing to mind the voluntary 

tax compliance is also well thought-out to negatively affect the business environment 

in the islands (RGoZ, 2013). This state, is somewhat attributable to inadequate 

customer care, taxpayer knowledge on tax matters and lack of modern techniques 

and tools, for tax revenue mobilization, among others (ZNCCIA; 2013). 

 

The government recognizes that, the development of SMEs sector is crucial 

regarding the fact that, the sector plays a big role in creation of employment 

opportunities, income and wealth generation, as well as poverty alleviation. The 

Zanzibar Trade Policy, aims at transforming the taxation policy by lowering the tax 

rates while regularly reforming the procedures and reducing the number of collecting 

agencies. By so doing, the SME‘s are expected to pay taxes voluntarily, tax base 

expanded and collection of revenue increased. 



5 

 

A lot of SMEs in Tanzania are carrying their businesses in an informal environment. 

They do not keep proper records of their business transactions and they have a little 

understanding of tax matters (Malak, 2007).  

 

The three tire tax system has affected the taxpayers and at the end, business operators 

thought that they were charged more than what they were supposed to be charged as 

revenue due to the complexity of the revenue collection system (Hamad, 2010). This 

is partly brought about by a little awareness and understanding, on taxes and revenue 

collection of the system by the business community. Hamad (2010) proposes that, 

given the complexities and divergences of tax matters in Zanzibar, there was a need 

to study and understand the perceptions of business owners, on the practices of 

revenue collection. According to him, findings of such investigation would promote 

and increase an awareness of the business community on the three tier system. The 

outcome, would also give the authorities a clue on how to go about dealing with the 

business owners politely and hence, collect more revenue for the benefit of the 

country.  

 

For that matter, this research was put in place to investigate on how the taxpayers 

(SME‘s) perceived the whole process of tax and revenue collection in Zanzibar as 

well as finding out the way forward in handling the situation.  

 

1.3 Research objectives 

The general objective of this study was to assess the perceptions of small and 

medium business owners (Enterprises) on the practices of revenue collection in 

Zanzibar. 
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This study specifically, intended to achieve the following objectives. 

1) To explore the perceptions of small and medium business owners on the 

practices of revenue collection. 

2) To understand the practices of revenue collection from business operators. 

3) To investigate on the challenges faced by the Zanzibar Revenue Authorities. 

4) To analyze the impact of the three tier tax system in revenue collection, on the 

performance of revenue collected. 

 

1.4 Research Questions 

In order to respond to the above stated objectives, answers to the following research 

questions were sought.  

1) What are the perceptions of small and medium business owners, on the 

practices of revenue collection in Zanzibar?  

2) What is the practice of revenue collection by the Revenue Authorities in 

Zanzibar?  

3) What are the challenges facing the Revenue collection Authorities in Zanzibar? 

4) Is there any relationship between the three tier system and the performance of 

revenue collection? 

 

1.5  Significance of the Study 

The study has significance to knowledge, policy and managerial application. For the 

case of knowledge contribution, the findings of the study would improve our 

understanding on the performance of revenue collection in the three tier base. 

Findings of the study were also expected to act as an eye opener to the authorities 

concerned so that, some policy decisions could be effected. Finally, the findings 

would inform on the best practices, with respect to tax administration matters 
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something that would have a positive impact on management practices, on the one 

hand and tax payers‘ voluntary tax compliance on the other hand. 

 

1.6 Scope of the Study 

This study was undertaken in Zanzibar because it was where the three tier tax system 

was administered and due to that, taxpayers were complaining and past researchers 

recommended by undertaking investigations on the issue (Hamad, 2010). In a way, 

selection of the study settings was based on the reason of a ―test site‖ put forward by 

Kuhn (1962). Further, the study was confined on all the authorities of Zanzibar 

forming the three tier system (ZRB, TRA and ZMC). Furthermore, the study dealt 

with issues of perceptions of SMEs owners on the practices of revenue collection, 

practices of revenue collection from business operator, challenges facing the 

Zanzibar Revenue Authorities and an analysis of the impact of the three tier tax 

system on the performance of collection. 

 

1.7 Research Report Layout 

In this chapter, the background information to the problem is propounded. The 

chapter also provides a statement of the research problem, objectives, research 

questions, significance and scope of the study. Chapter two presents a definition of 

key terms for the study. The chapter further puts forward the theoretical framework, 

an empirical review of literature and portrays the conceptual framework that guided 

the study. At the end of this chapter, a knowledge gap is shown which discusses 

among others the need for conducting the study in Zanzibar. Chapter three offers a 

detailed discussion on methodological issues. It shows the approach adopted, the 

design employed, setting of the study, data sources and selection of the sampling 

units. Apart from that, the chapter presents the sample of the study and the 
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corresponding sampling methods used to attain the sample itself. The chapter closes 

with matters pertaining to data collection, analysis methods, data quality issues and 

ethical concerns. Chapter four presents the research findings as guided by the 

research objectives shown in the first chapter. The chapter further gives a detailed 

interpretation and discussion of the findings. Finally, chapter five summarizes 

findings of the study. It points out the contribution of the study to the body of 

knowledge, managerial and policy implications. The chapter ends by showing the 

limitations of the study and finally suggests new areas for research. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.0  Introduction 

This chapter covers different areas such as definition of key terms, theoretical 

framework, an empirical support as well as a conceptual frame work of the study. 

The chapter at the end shows a knowledge gap that presents among others, the need 

to actualize the study under Zanzibar setting. 

 

2.1 Conceptualization of the Key Terms 

This section of the chapter focuses on the conceptual understanding of the key terms 

used in this study. The terms are mainly; small and medium business owners or 

(SME‘s) and revenue. 

 

2.1.1 Small and Medium Enterprises (SME’s) 

The SME‘s nomenclature is used to mean Small and Medium Enterprises. It is 

sometimes referred to as Micro, Small and Medium Enterprises (MSME‘s). SMEs 

play an important role in the economic growth and a sustainable development of 

every nation, (Handey, 2003). It covers non-farm economic activities mainly 

manufacturing, mining, commerce and services.  

 

Evidence from literatures reveals that, there is no universally agreed definition of an 

SME across all academic disciplines. This is so because no single definition can 

capture all the dimensions of a small and medium-sized entity, nor can be expected 

to reflect the differences between entities, in different industrial sectors or countries 

at different levels of development. Most definitions are however, based on size and 

they use fundamental bases such as number of employees, financial position or 

annual turnover (Beck et al., 2005; Adebisi and Gbegi, 2013; Job et al., 2007). 
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However, none of these bases are pegged at the same level across disciplines and 

national boundaries (Hanefah et. al., 2002). 

 

The International Accounting Standards Committee Foundation (IASCF) (2007) 

defines an SME as an entity that does not have public accountability and thus, 

publishes general purpose financial statements for external users.  

 

According to the Hong Kong Institute of Certified Public Accountants (HKICPA, 

2005) an entity, is considered to be an SME in Hong Kong if it does not exceed any 

two of the three criteria pegged as total annual revenue of HK$50 million, total assets 

of HK$50 million, at the reporting date, and 50 employees. 

 

SMEs are entities which do not have the difficult requirements of filing their 

financial statements with any regulatory body, for the purpose of issuing financial 

instruments. These entities do not hold assets in any fiduciary capacity for a group of 

outside investors (banks, insurance entities, security brokers, funds, etc) but the 

owners, who usually are also managers. However, Sian and Roberts (2006) went 

further to differentiate a micro entity from an SME. They defined micro-entities as 

the smallest entities within the SME spectrum and that these entities have less than 

10 employees (including those that do not have any employees). 

 

In the context of Tanzania, the URT on its report on the SME Development Policy 

(2002), micro enterprises are those engaging up to 4 people, in most cases, family 

members or employing capital amounting to Tshs.5.0 million. In fact, the majority of 

micro enterprises fall under the informal sector. According to the same policy, small 

enterprises are mostly formalized undertakings engaging between 5 to 49 employees 

or with capital investment from Tshs.5 million to Tshs.200 million. Finally, medium 
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enterprises employ between 50 to 99 people or use capital investment from Tshs.200 

million to Tshs.800 million. Bellow is the illustration of the above classifications. 

 

Table 2. 1: Categories of SME’s in Tanzania 

Category Number of Employees Capital Investment in Tshs 

Micro Enterprises 1-4 Up to 5 Million. 

Small Enterprises 5-49 Above 5 million to 200 million  

Medium Enterprises 50-99 Above 200million to 800 million 

 Source: Tanzania SME’s Development Policy (2002) 

 
Importance of SME’s in the Economic Development 

SME‘s are important to almost all economies in the world, but especially to 

developing countries like Tanzania, with a major income disparity between the rich 

and the poor, and with a headache of unemployment. On what may be called the 

―static‖ front, SME‘s contribute to output by participating in the mainstream 

economy and to the creation of some ―decent‖ jobs, especially to the few that run the 

SME‘s. All that information, coupled together, make SME‘s the biggest employer 

and helps to close the inequality between the rich and the poor (Kayanula, 2000). 

 

On the other hand, SME‘s are a nursery for the larger firms of the future - more and 

more large firms started as SME‘s before they grew large. It is therefore with this 

regard that, SME‘s are the next and important step up for expanding micro 

enterprises; they contribute directly and often significantly to aggregate savings and 

investment for any nation, also and they are involved in the development of 

appropriate technology (Hallberg, 2000). With increasing competition within the 

SME‘s, new solutions will be brought forth across different sectors.  
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SME’s in Tanzania 

Though data on the SME sector are rather sketchy and unreliable, it is reflected 

already in the above data that, SME sector plays a crucial role in the economy. It is 

estimated that, about third of the GDP originates from the SME sector. According to 

Informal Sector Survey for Tanzania done by ILO (1991), micro enterprises 

operating in informal sector alone consisted of more than 1.7 million businesses 

engaging about 3 million persons, which make about 20% of the country‘s labour 

force. 

 

SME‘s tend to be more effective in the utilisation of local resources by using a 

simple and an affordable technology. SMEs play a fundamental role in utilising and 

adding value to local resources. In addition, development of SMEs eases the 

distribution of economic activities within the economy and thus, fosters equitable 

income distribution (ILO, 1991). Furthermore, SME‘s technologies are easier to 

acquire, transfer and adopt, also, SMEs are better positioned to satisfy limited 

demands brought about by small and localised markets due to their lower overheads 

and fixed costs. Moreover, SME owners, tend to show a greater flexibility in the face 

of recessions by holding on to their businesses, as they are prepared to temporarily 

accept lower compensation (URT, 2002). 

 

SME’s in Other Countries 

 Situation of the UK 

There are 3.7 million businesses in the UK, or one for every ten people of working 

age. Of those businesses, 99.8% have a fewer than 250 employees. Only 31,000 

businesses have 50 or more employees. One in eight of the workforce, or 2.3 million 

businesses are self-employed (McQuaid, 2003). 
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The UK, has a large business population by international standards although it has a 

fewer small employers (as opposed to sole traders) than Italy or Germany (Barclays 

Bank Report, 2000). Available data show that, by year 2000, 24,000 businesses in 

the UK were medium sized (employing 50 to 249 employees) and almost 7,000 were 

large (employing over 250 employees). The small sized business group accounted for 

45% of non-government employment and 49% of turnover (Barclays Bank, 2000). 

 

SMEs are crucial to the UK‘s economy. Businesses with less than 250 employees 

account for 56% of the UK non-government jobs and provide 52% of turnover 

(McQuaid, 2003). This is a smaller share than any other European Union country, 

partly due to a greater proportion of employment in large corporations in the UK 

than elsewhere in the EU. Many smaller businesses in the UK make a vital 

contribution to innovation. They do so as originators of new ideas and technologies; 

as links in supply chains promoting technical advances; and as sources of knowledge 

and specialized goods and services for larger businesses (Gibb, 1993). Small 

businesses accounted for a higher proportion of employment in some industries, 

including agriculture, business activities and construction (White, 2014). 

 

 Situation in Bangladesh  

SMEs do undoubtedly play a very important role in the economy of Bangladesh in 

terms of output, employment, and private sector activities (Ahmed, 1999). They are 

quite predominant in the industrial structure of Bangladesh comprising over 90% of 

all industrial units. Together, the various categories of SMEs are reported to 

contribute between 80-85% of industrial employment and 23% of total civilian 

employment (SEDF, 2003). However, serious controversies surround their relative 

contribution to Bangladesh‘s industrial output due to insufficiency of reliable 



14 

 

information and different methods used to estimate the magnitude. The most 

commonly quoted figure by different sources (for example; ADB, 2002; World 

Bank, 2003) relating to value added contributions of the SMEs, is seen to vary 

between 45-50% of the total manufacturing value added. 

 

As for the case of many countries, a significant proportion of SME activities in 

Bangladesh are in the informal sector (Ahmed, 1999). Nonetheless, it has been found 

to be very difficult to gather and measure profits of these establishments. Therefore, 

the above mentioned contribution of SMEs may be slightly under or over estimated. 

Further discussion on the role of SMEs in Bangladesh‘s economy is provided by 

Ahmed (1999). While SME‘s are characteristically highly diverse and heterogeneous 

in Bangladesh, their traditional dominance is in a few industrial sub-sectors such as 

food, textiles and light engineering and wood, cane and bamboo products. According 

to SEDF (2003) quoted from ADB (2003), food and textile units including garments 

account for over 60% of the registered SME‘s. Various studies (for example, Ahmed, 

1999; ADB, 2003; USAID, 2001) show that, SME‘s have undergone a significant 

structural changes in terms of product composition, degree of capitalization and 

market penetration in order to adjust to changes in technology, market demand and 

market access brought by globalization and market liberalization. 

 

 Situation in Australia 

According to the department of Innovation, Industry, Science and Research of 

Australia (DIISR, 2011), no single definition of a small business will suit all the 

needs of government or the private sector. This is reflected in the many different 

ways a small business can be defined. The two most common ways of defining an 
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Australian small business is by annual turnover, the number of employees, or a 

combination of the two. 

 

The Australian Government has defined an SME as an ―Australian based company 

with a turnover of less than $100 million, which is providing or has the capacity to 

provide specific goods or services in a supply chain.‖ Others define it as a company 

with less than 200 Full Time Equivalent (FTE) employees. 

 

For statistical purposes, the Australian Bureau of Statistics – ABS (2007) defines a 

small business as an actively trading business with 0–19 employees. Micro 

businesses are small businesses with 0–4 employees, actively, trading businesses are 

businesses that have an Australian Business Number (ABN) and are actively 

remitting in respect of a Goods and Services Tax (GST) role (or are businesses that 

are monitored directly by the ABS and are determined to be ―active‖). The ABS 

(2007), defines a medium-sized business as an actively trading business with 20–199 

employees, and a large business as an actively trading business with 200 or more 

employees. 

 

The employment size ranges are based on ―headcount‖, rather than a measure of full-

time equivalent persons. A distinction can also be made between employing and non-

employing businesses, where employing businesses have an active Income Tax 

Withholding (ITW) role. 

 

 Situation in the USA  

In the USA, SME means an organization up to 1,500 employees and a turnover of 

$0.75-29 million, depending upon the type of business. A government department 

called Small Business Administration (SBA) sets the definition of small business. 
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The SBA uses the term ―size standard‖ to indicate the largest a concern can be in 

order to still be considered a small business, and therefore benefit from the small 

business targeted funding. The concern cannot be dominant in its field, on a national 

basis. It must be independently owned and operated. The most common size 

standards are 500 employees for most manufacturing and mining industries or 100 

employees for wholesale trade industries, $6m of annual receipts for most retail and  

service industries or $28.5m annual receipts for most general and heavy construction 

industries or $12m of receipts for most agricultural industries (Ahmed and 

Braithwaite, 2005). 

 

SMEs make significant contributions to the U.S. economy in terms of employment, 

job creation, entrepreneurship, and U.S. economic activity, as measured by gross 

domestic product (GDP). In 2004, SMEs contributed about 50 percent of U.S. non-

agricultural GDP. SME employment and contributions to GDP are concentrated in 

services sectors, followed by manufacturing and mining, and construction ((Osagie, 

2013). 

 

SMEs contributed $4.7 trillion to the U.S. economy in 2004, or roughly 50 percent of 

U.S. private nonagricultural GDP. The SME share of nonagricultural GDP remained 

relatively stable from 1998 to 2004. The services sectors were the most important for 

SME economic activity, accounting for 79.0 percent of SMEs‘ contribution to GDP. 

The wholesale and retail trade sectors combined accounted for the largest share of 

SME GDP (15.3 percent), followed by real estate (11.6 percent) and professional, 

scientific, and technical services (11.1 percent). Manufacturing (combined with 

mining) ranked fourth among the economic sectors, accounting for 11.0 percent of 
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SME GDP in 2004, followed by construction which accounted for 10.0 percent 

(USITC, 2010). 

 

2.1.2 Revenue  

Adams (2006) defined revenue as the fund required by the government to finance its 

activities. These funds are generated from different sources such as taxes, borrowing, 

fine, fees etc. It is also defined as the total amount of income that accrues to an 

organization (public or private) within a specified period of time (Ahmad, 2010). 

 

States/ Government revenue could also be defined as the funds generated by the 

government to finance its activities. It comprises of receipt from taxation as well as 

those which are not the proceeds of taxation, but of either the realization from the 

sale of government properties or other interests and returns from loans and 

investment earning. Bhatia (2001) contends that revenue receipt include ―routine‖ 

and ―earned‖ income. For these reasons, according to him, revenue do not include 

borrowing and recovery of loans from other parties, but it includes tax receipts, 

donations, grants, fees and fines and so on. 

 

Similarly, Adenugba (2013) defined government revenue as all the money received 

other than from issue of and debt, liquidation of investments. Government revenue 

includes tax collections, charges and miscellaneous revenues, utility and insurance 

trust revenue for all funds and agencies of a government. Public revenue according to 

Baurer, (2005) is concerned with various ways in which the government raises 

revenue. 

 

 Correspondingly, Hallberg (2000) defines revenue as all tools of income to 

government such as taxes, rates, fees, fines, duties, penalties, rents, dues, proceeds 
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and other receipts of government to which the legislature has the power of 

appropriation. He further classifies government revenue into two kinds – recurrent 

revenue and capital revenue. 

 

From the above definitions, it can be said that revenue is the total amount of income 

accruing to a state from various sources, within a specified period of time. State 

government, like the other two tiers of government, has sources and uses of revenue 

 

2.2 Theoretical Framework 

The theoretical framework of a research, relates to the philosophical basis on which 

the research takes place, and forms the link between the theoretical aspects and 

practical components of the investigation undertaken. The theoretical framework, 

therefore; has implications for every decision made in the research process (Mertens, 

1998). The theoretical framework that will be adopted in this study is Ability to Pay 

Theory, which is a derivative of taxation theory. Actually, the taxation theory has got 

three major theories named; the cost theory, the ability to pay theory and the benefit 

theory. As indicated above, this study will be pegged from the theory the ability to 

pay theory because it is found to be well connected to revenue collection, which is 

the heart of this study. 

 

2.2.1 Ability to Pay Theory 

Kennedy (2012) explains that, the most important principle of taxation is the ability 

to pay approach. The ability to pay treats revenue and expenditure separately. 

According to it, contribution of the taxpayers made towards public goods is 

independent of benefit accruing from such goods. This approach considers tax 

liability without quid pro quo. Taxes are then compulsory payments based on the 

ability to pay. She further explains that, the theory of ability to pay is based on the 
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broad assumption that, those who posses‘ income or wealth should contribute to the 

support of the government, according to their relative abilities. The obligation to pay 

to the government is taken as a social or collective responsibility, although the 

question of who shall pay and in what amount is necessarily an individualized one. 

Those who have means to pay should pay, and those who have not, need not to pay.  

Bhatia (2001) argues that, a citizen has to pay taxes just because he can, and his 

relative share in the total tax burden is to be determined by his relative paying 

capacity. The theory is supported by the socialist thinker because of its conformity 

with the ideas and concepts of justice and equity (Seligman, 1968). 

 

Relating the theory to the study; it is known that, every individual is obliged to pay 

tax to the government according to what s/he owns, be it in business or not. To the 

taxpayers; for the case of Zanzibar, it is seen as a burden due to the fact that, they are 

paying to the three different authorities. To make the taxpayers trust the authorities 

and pay tax willingly, the authorities should come up with a plan, to have one body 

that collects all taxes and distributed to them accordingly.  

 

2.3 Empirical Support 

This section presents some empirical support in respect to the study. The issues 

discussed here are; the perceptions of business owners on the practices of revenue 

collection, the practices of revenue collection, and challenges facing revenue 

collection authorities. 

 

2.3.1 Perceptions of Business Owners on the Practices of Revenue Collection 

From the perspective of the Zanzibar business community, it is not ideal to have to 

engage with two separate revenue authorities. Tanzania is not alone with this issue - 
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any governmental system which provides tax raising powers to different tiers of 

government, is in a similar situation (including the USA for example). 

 

There is a general dissatisfaction by SMEs owners with the high tax rates and the 

number of taxes to be paid (Joulfaian & Rider, 1998; Kirchler, 2007) as these taxes 

are perceived as hindering business growth (Adebisi &Gbegi, 2013). Further, tax 

payments made by SMEs are viewed negatively (Ashby & Webley, 2008; Kirchler, 

2007); and returning taxes collected on behalf of the government is perceived as a 

financial loss and wealth erosion (Kamleitner et al., 2012). They also perceive the tax 

system to be unfair (Murphy, 2003; Nkwe, 2013) and they are more disassociated 

from the tax system (Ahmed & Braithwaite, 2005). SME owners unwillingly contact 

tax authorities (Coleman & Freeman, 1997; Yong & Cheng, 2011) and they only do 

so when they encounter a taxation problem (Wallschutzky & Gibson, 1994).  

 

An effective co-ordination is a key (similarly with local taxation on the Tanzanian 

mainland) to mitigating the impact of parallel taxation systems and administrations. 

There is now a Memorandum of Understanding in place between the ZRB and the 

TRA, covering issues such as investigation and education. The economy of Zanzibar 

has transformed from being agriculturally based to tourism based. Therefore, it is the 

tourism industry that is most affected by the dual taxation system. There is anecdotal 

evidence of misunderstanding between the tourism enterprises and the ZRB and 

TRA, over what taxes, fees and levies are applicable in what circumstances 

(ZNCCIA, 2013). 
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2.3.2 Practices of Revenue Collection from Business Operators 

According to TRA (2004), revenue collected from Small Business from July to Dec 

2004, was Tshs 2,015.2 million (about US$ 2million or Euro 1.5million) of 

presumptive tax. The target was to collect Tshs 2,887.3million (about US$ 2.8million 

or Euro 2.2million). The performance rate was 70%. The administrative difficulty of 

following up the traders under the informal sector, who are also not keeping records, 

was the main reason for not attaining the target. The collection represent 0.44% to 

gross domestic revenue collections (Tshs 456,478.3million- about US$ 456million or 

Euro 351million) by TRA.  

 

Literature has shown that SMEs faced regressive tax compliance costs (Hasseldin, 

1995) with poor record keeping and documentation (Abdul-Jabbar, 2009; Prescott & 

Hooper, 2009) and they have lower tax knowledge (McKerchar, Hodgson, & 

Walpole, 2009). 

 

However, the collection from Medium sized Business was good during the first half 

of the financial year 2004/2005, whereby Tshs 60,084.8million (about US$ 60million 

or Euro 46million) was collected. This represents 13.2% to the gross domestic 

revenue collections by TRA, which means an increase of 12.76%. The target 

collection was Tshs 59,212.0million and the performance rate was 101%. 

 

2.3.3 Challenges Facing the Revenue Collection Boards 

In every sector of the government or Non-Government Organization, there are 

strengths as well as challenges facing that particular organization. Many revenue 

collection boards around the world face some challenges at a particular time, in their 

daily activities of collecting revenue. In Zanzibar, having a three tier tax system 
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(three revenue collection boards), they faced challenges as all other revenue boards 

do. 

 

Reviewing from literature, the common reported challenges that have faced the 

revenue collection authorities are about five. They are; non compliance and tax 

evasion, incomplete list of all taxpayers including informal businesses, capacity, 

equity and political factors. These are further presented and discussed below as 

follows. 

 

 Non compliance and tax evasion 

With taxpayers (the small business owners), the problem of complying and dealing 

with regulators, is always a major topic of conversation. Small business owners often 

fear that, they will involuntarily fail to comply with some vague rules and that, a 

government inspector will show up, close down the business and drive them into 

bankruptcy. Many believe, with some justification that the government is more 

interested in obtaining penalties than promoting compliance with the law (Dasgupta 

et al, 1998). 

 

Private enterprises in developing countries often face difficulties when dealing with 

the government in general and tax administration in particular. It is reported that 

many of the difficulties with tax authorities are the consequences of poor conceived 

tax policies and a lack of certainty regarding future policy change (Baurer, 2005). A 

significant number of business, fail to register or pay tax voluntarily, this increases 

the burden on those taxpayers who try to comply with tax laws and discourage their 

future compliance (Bauer, 2005). 
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 According to the World Bank (2003), despite the often very generous tax reductions 

offered by simplified regimes, these regimes have not significantly altered the tax 

behavior of SME operators. Small business generally, continues to view the tax 

system as a key obstacle to business development and the overall tax burden as too 

high. This may partly be due to the fact that, simplifies regimes in many cases have 

been introduced in lieu of income tax only, so that the business operators continue to 

be confronted with a large number of tax obligations and high compliance cost. 

 

 Incomplete list of all taxpayers including informal businesses 

This is due to the fact that, not all the people engaging in business are willing to 

register their businesses with the tax and revenue authorities. They do not register 

with the authorities for the aim of avoiding paying tax. Some of these businesses may 

even be conducted from home or wherever a person is (no permanent business 

place). All these people doing such businesses are not registered with tax authorities 

and hence, make it difficult for the authorities to collect revenue. 

 

 Capacity 

SMEs are keenly seeking to avoid taxation at the best of times. Meanwhile tax 

administrations of many developing countries do not have the resources or the 

personnel capacity to implement, monitor, and enforce tax laws (Stella, 1993; Kiser 

and Baver, 1994 cited by Joshi and Ayee, 2009).  

 

 Equity  

The vast majority of SMEs have very low incomes, and this creates a strong 

argument for near total exemption from taxation. On the other hand, many SMEs 

have very substantial income and should rightly be asked to pay significant income 

taxes. In the absence of effective record keeping, the need for equity in the treatment 
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of the low- income group almost certainly makes it more difficult, to target those 

with higher incomes (Prichard, 2009).  

 

 Political factors 

Several observers have suggested that, taxing the informal sector is politically 

problematic because the informal sector forms a substantial vote bank for politicians 

(Cross, 1998 as cited by Joshi and Ayee, 2009).  

 

State officials and politicians turn a blind eye to activities in the informal sector, in 

order to retain their support base; simultaneously, organized informal sector workers 

to pressurize government officials to reduce enforcement (Joshi and Ayee, 2009). In 

fact, there are often implicit contracts made by politicians that allow tax burdens to 

be low, on the informal activities in exchange for political support (Tendler, 2002).  

This is what Tendler has termed the ―devil‗s deal. ―If you vote for me, I won‗t 

collect taxes from you; I won‗t make you comply with other tax, environmental or 

labour regulations; and I will keep the police and inspectors from harassing you 

(Tendler, 2002).  

 

2.4 Conceptual Framework 

The conceptual framework, portrays the relationship among the study variables 

which are; the dependent variable (challenges facing revenue collection boards), the 

independent variables (the perception of small and medium business owners on the 

practices of revenue collection, and practices of revenue collection from business 

operators). 
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Figure 2. 1: Conceptual Framework 

 

 

 

Source: Constructed by the Researcher (2015) 

 

Description of the model 

This model represents the independent variable (The perception of SME‘s on the 

practices of revenue collection, Practices of revenue collection from business 

operators) which are the main factors, that bring about the dependent variable 

(challenges facing revenue collection boards) into existence. With the business group 

of people not understanding how the taxes are being divided and collected, what type 

of tax they are supposed to pay and to what authority, the authorities face those 

challenges and hence, make it difficult for them to do the collection, which in turn, 

makes the government lose a lot of money.  

 

2.5 Knowledge Gap 

Revenue is a good source of any country‘s economic development. The literature 

shows that, many business owners have a bad perception concerning the revenue 

collection process and have no trust on the collection authorities. This study will 
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focus on knowing how exactly the business group of people perceived the collection 

process, and suggest to the authorities on what to  do so as to collect more revenue as 

well as gain the taxpayers‘ trust, so that they can willingly pay their taxes. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0  Introduction 

This chapter puts forward the activities which were done during data collection that 

enabled to find the answers to the research questions. The chapter begins by 

explaining about the research approach adopted for the study. This is followed by an 

explanation on the research design employed, it further discusses about the study 

setting, population, sampling units and the sample size taken. Issues regarding 

sampling techniques, data collection methods and data collection procedures are all 

presented here. Finally, the chapter winds up by putting a clear discussion of the 

issues of data quality, data analysis and the ethical concerns related to the study. 

 

3.1  Research Approach 

According to Kothari (2004), there are two types of research approaches namely; 

quantitative and qualitative approaches. Quantitative approach involves the 

generation of data into quantitative form, which can be subjected to thorough 

quantitative analysis in a formal and rigid fashion. This approach can be further sub-

classified into inferential, experimental and simulation approaches to research. 

Qualitative approach on the other hand; is concerned with subjective assessment of 

attitudes, opinions and behavior. The research in such a situation is a function of 

researcher‘s insight and impressions. Such an approach to research, generates results 

either in non-quantitative form or in the forms which are not subjected to rigorous 

quantitative analysis, generally, the techniques of focus group interview, projective 

techniques and depth interviews are used. 
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Researchers have recently been advocating a mixed research approach which is a 

hybrid of quantitative and qualitative methodologies. According to authors like 

Saunders et al., 2007; Bryman et al, 1990; and Creswell, 2003; a mixed approach 

tends to improve validity and reliability of the findings. Thus, this piece of work 

adopted a mixed research approach, which was considered appropriate to meet the 

demands of research questions. That is, the study employed qualitative as well as 

quantitative approaches. According to Johnson and Onwuegbuzie (2004), mixed 

methods approach, is formally defined as the class of research where the researcher 

combines quantitative and qualitative research approach, into a single study. Due to 

that, it was possible to also triangulate both methods of data collection and their 

sources. It is hoped that, the approach could help in improving credibility of the 

research findings, as contended by Janesick (1998) and Yin (2000). 

 

3.2 Research Design 

Research design is an arrangement of collecting and analyzing data, in a manner that 

is relevant to the research purpose with economy in procedure (Kothari, 2004). In 

fact, the research design is the conceptual structure within which research is 

conducted; it constitutes the blueprint for the collection, measurements and analysis 

of data.  

 

Based on the research problem, cross-sectional descriptive survey design was 

adopted for collecting information on issues concerned. This technique was selected 

due the requirements of the study and the fact that, the design augurs well with the 

mixed research approach. According to Gill and Johnson (1997), a survey design lies 

somewhere in the middle of the research approach continuum. This design gave a 
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rise to several advantages which included; triangulation of data and their sources, 

flexibility of data collection, and clearing away from mortality, among others. 

 

3.3  Study Setting 

This study was conducted in Zanzibar Urban because of three main reasons. First, it 

is where the practice of revenue collection by using the three tier systems was 

implemented. So it was considered as a ―test site‖ for the research at hand. Secondly, 

Zanzibar Urban is the centre of all business activities in Zanzibar and thirdly, the 

researcher was familiar with the place, so it was easy and convenient to access data 

needed to answer the research questions. According to Kothari (2004), convenience, 

is one of the most important justifications when selecting the study area.  

 

3.4  Population, Sampling Units and the Sample Size 

Population for this study comprised of three sampling units, namely; SMEs business 

owners within Zanzibar Urban, employees of the three revenue collection authorities 

and the top management of the three revenue collection authorities in Zanzibar. Due 

to that, this study, managed to triangulate sources of data. What was not obtained 

from one source became available from another source. 

 

Based on the three sampling units, a sample size of 50 individuals was obtained. This 

size involved 35 SMEs business owners, nine employees from the revenue collection 

authorities and six top management cadres from the revenue collection authorities. 

Hoggs and Tanis (1983) consider a sample size of 30 as an adequate for analysis and 

reporting purpose. Further, Aczel (2000) argues that, a sample of 30, may be 

considered as large, nevertheless, something beyond that improves estimation of 

population parameters under consideration. It is that basis where a sample size of 50 

was found to be modest. 
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3.5  Sampling Techniques 

Thompson (1992) defines sampling as a means of gathering useful information about 

a population. According to Zikmund, et al., (2007), the process of sampling involves 

by using a small number of items of part of the population, in an attempt to make 

conclusions about the whole population. The process of sampling enables the 

researcher to estimate some unknown characteristics of a target population (Lohr, 

1999). This study employed three sampling techniques, namely; stratified sampling, 

opportunity to learn and purposive/deliberate sampling.  

 

While stratified sampling technique was employed to select SMEs owners, 

opportunity to learn sampling method was employed, to obtain employees who took 

part in the study. Finally, a purposive sampling was used to select the top 

management cadres. It was found important and necessary, to select business owners 

using a probabilistic mechanism in order to represent their population as much as 

possible. For the case of employees, it was considered modest, to invite all of them 

for the study; however, those who agreed to participate were welcomed while those 

who declined for one reason or another, were not compelled. In other words, those 

who agreed to participate in the study provided an opportunity to learn to the 

researcher, as argued Stake (1998). Finally, a purposive sampling was employed to 

top management personnel because they were information rich. According to Kothari 

(2004), information rich individuals, are not selected on random manner, they are in 

fact, purposively targeted. 
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3.6  Data Collection Methods 

Both primary and secondary data would be used in this study. Primary data were 

collected direct from the respondents by using questionnaires and direct interviews 

while secondary data were obtained from documentary reviews.  

 

For primary data; two methods of collection were employed, namely; questionnaire 

and direct interviews. Questionnaires were applied to gather data from SMEs owners. 

This method was found modest for this group of sampling units because the type of 

data required from these respondents, were both quantitative as well as qualitative. In 

addition to that, the amount of data needed was relatively large and were to be 

collected from a big sample of respondents.  On the other hand, direct interviews 

were employed to gather data and information from both employees and top 

management cadres. In both cases, direct interviews, were found appropriate because 

of the need to avoid good wording syndrome and because, these categories had a few 

respondents each and the type of data required were mostly qualitative. The 

instruments which were used to collect primary data may be depicted as appendix 1 

(for SMEs owners questionnaire), appendix 2 (Interview guide for employees) and 

appendix 3 (Interview guide for top management). 

 

For the case of secondary data, documentary reviews were highly employed. This 

involved, reviewing books, journal articles, some reports and internet based 

materials. 

 

3.7 Data Collection Procedures 

Before data collection, instruments were first developed. Thereafter, the researcher 

requested for permission and an access to collect data from the appropriate 

authorities. The study instruments were subsequently translated into Kiswahili to 
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ensure that, all intended respondents could swiftly follow the instructions. 

Afterwards, pilot testing of the instruments was conducted where a few numbers of 

people were purposively selected. According to Janesick (1998), pilot testing the 

instruments is important because it improves validity and reality as well as 

developing an effective communication. The test would have involved 10 people as 

suggested by Fink (1995).  

 

After the pilot testing, the instruments were amended ready for data collection. The 

researcher alone was involved in the data collection work. This was done purposely 

in order to avoid observer bias. After data collection, cross-checking for errors was 

done after which data were entered into a computer for analysis using SPSS data 

editor as recommended by Zikmund (2007) who contends that, important part of data 

analysis include editing, coding and processing. 

 

3.8 Data Analysis 

Data analysis refers to the transformation of raw data into a form that make it easy to 

understand and interpret. According to Kothari (2004), data analysis engages a 

number of closely related operations, which are performed with the purpose of 

summarizing the collected data and organizing them in such a manner that, they 

answer the research questions. It involves actions such as coding, classification and 

tabulation. The aim of data analysis is a formulation of conclusion that can be used in 

decision making in future situations. Thus, the study involved both quantitative and 

qualitative techniques of data analysis. Quantitative data analysis involved the means 

of tabulation and computation of percentages, frequencies and ratios, using the 

Statistical Package for Social Science Software (SPSS). This enabled the researcher 

to analyze and score data quickly and in many different forms. Qualitative data on 
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the other hand, were described by using interpretation, explanation building, 

comparison and pattern matching as recommended by Yin (2000) as well as Miles 

and Huberman (1994).   

 

3.9 Validity and Reliability  

An instrument, is valid if it measures what is intended to measure and accurately 

achieves the purpose of which it was designed (Patten, 2004; Wallen & Fraenkel, 

2001). Patten (2004) emphasizes that, validity, is a matter of degree and a discussion 

which should focus on how valid a test is, not whether it is valid or not. He continues 

by saying that, no instrument is perfectly valid. The researcher needs some kind of 

assurance that the instrument being used will result in accurate conclusions (Wallen 

& Fraenkel, 2001). Wallen & Fraenkel (2001) have the opinion that, validity 

involves the appropriateness, meaningfulness and usefulness of inferences made by 

the researcher, on the basis of the data collected. Validity can often be thought of as 

judgmental. According to Patten (2004), content validity is determined by judgments 

on the appropriateness of the instrument‘s content. He further says that, ―validity is 

more important than reliability‖. However, reliability does need to be addressed. 

  

On the hand, reliability relates to the consistency of the data collected (Wallen & 

Fraenkel 2001). Patten (2004) also explains reliability as the consistency or 

dependability of a measurement technique. Results are referred to as reliable, if the 

same results can be produced under a similar methodology, then the research 

instruments are considered to be reliable. To achieve validity and reliability in this 

study, the following were done. 
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a) Data were collected by the researcher alone to minimize observer error and 

bias possibilities; 

b) Pilot testing of the instruments was done and revisions were made, so as to 

eliminate ambiguity and multiple interpretations; 

c) Triangulation of data, data sources and methods of data collection were 

employed, and; 

d) Definitions and operationalization of key variables was based on previous 

studies. 

 

3.10 Ethical Concerns 

Ethical considerations are the moral principles and values that govern the actions and 

decisions of an individual (Jobber, 2004). McNamara (1994) identifies some ethical 

concerns to be considered when conducting research. The first ethical issue that was 

taken into consideration here was to allow complete voluntary participation.  

 

The second issue was, to avoid possible harm to respondents which could include 

embarrassment or feeling uncomfortable about questions. Harm could arise in data 

analysis or when presenting the results. To take care of that, this study did not 

include sensitive questions that could cause embarrassment or uncomfortable 

feelings. On the same regards, confidentiality and anonymity was observed during 

data analysis and presentation.  
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The third ethical issue was the concern of protection of respondent‘s identity. This 

was also accomplished by exercising a high level of anonymity and confidentiality at 

all stages of conducting this research. Another issue addressed by McNamara (1994) 

is about letting all prospective respondents know the purpose of the study. In this 

study, the purpose was stated at the instruction part of the instruments. Furthermore, 

the researcher underscored on the objective of the research whenever introduction 

was made to the respondents.   
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CHAPTER FOUR 

FINDINGS AND DISCUSSION 

4.0 Introduction 

This chapter presents the findings of the study and the findings have been presented 

by using analytic strategy as proposed by Yin (2000).   

  

4.1 Profile of the main Respondents (SMEs) 

Since this study has involved SMEs owners as the main respondents, it was found 

prudent to provide background information about them. This is so because; in many 

research situations, the characteristics of the respondents are likely to influence the 

findings. The basic information provided here includes, the structure of the business, 

sex, age, educational background and age of the businesses. 

 

4.1.1 Structure of the Business  

The structure of the business was categorized into sole trader, partnership and 

company as expressed in Table 4.1 below. Most respondents were those carrying out 

business as sole traders. Their composition accounted for 94.3% of the SMEs 

involved in this study. The remaining categories of businesses are partnership and 

company which accounted for 2.9% each. This information has been clearly shown 

in Table 4.1 below. 
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Table 4. 1: Structure of the Business 

 

Nature of the business Frequency Percentage 

Sole Trader 33 94.3 

Partnership 1 2.9 

Company 1 2.9 

Total 35 100 

Source: Field Data (2015) 

 

4.1.2  Sex of the Business Owners  

This study has involved 35 SMEs of which 21 (60%) were owned by males and 14 

(40%) females, as shown in Figure 4.1 below. 

 

Figure 4. 1: Sex of the Business Owners 

 

 

Source: Field Data (2015) 

 

4.1.3 Age of the Business Owners  

The majority of the respondents were within the age bracket of 31-40 years, which have 

composed 42.9% of all the respondents. This group was followed by the age group of 

21-30 years which accounted for 31.4%. Other groups in terms of the chronology of their 
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magnitude of percentages were; 41-50 years which accounted for 20.0%, followed by the 

20 years and the above 50 years age groups, which accounted for 2.9% of the 

respondents each. Table 4.2 below depicts the above described information. 

 

Table 4. 2: Distribution of SMEs Owners by Age 

 

Age in Years Frequency Percentage 

Below 20 1 2.9 

21-30 11 31.4 

31-40 15 42.9 

41-50 7 20.0 

Above 50 1 2.9 

Total 35 100.0 

 Source: Field Data (2015) 

 

4.1.4 Educational background of the SMEs Owners 

The highest level of education attained by the respondents was master degree and the 

lowest was primary education. The primary education had comprised of 1 respondent 

(2.9%), followed by 26 respondents (74.3%) who attained secondary education and 8 

respondents (22.9%) who attained higher education (degree and others). This implies 

that, majority of the respondents had attained at least secondary level of education 

and therefore, had the basic knowledge of operating businesses. Table 4.3 below 

summarizes the educational background of the main respondents presented above. 
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Table 4. 3: Distribution of SMEs Owners by Educational Level 

 

Education level Frequency Percentage 

Primary Education 1 2.9 

Secondary Education 26 74.3 

Higher Education 8 22.9 

Total 35 100 

Source: Field Data (2015) 

 

4.1.5 Age of the Business (SMEs) 

Apart from seeking information on the age of business owners, this study has also 

sought to determine the age of business entities themselves, in order to understand 

how long the businesses have been in existence. With this regard, it was found out 

that; majority of the firms (37.1%) had existed for less than 5 years. Those that had 

existed for more than 20 years accounted for only 2.9% whereas those which had 

been in operation between 5-10 years accounted for 25.7%. Further, it was 

established that, businesses which had operated between 11-15 years accounted for 

20.0% and those which had been operating for 16-20 years accounted for 14.3%. 

This information is further summarized in Table 4.4 presented below.  
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Table 4. 4: Duration of the Business Existence 

 

Age of the SMEs (Years) Frequency Percentage 

Less than 5 13 37.1 

5 – 10  9 25.7 

11 – 15  7 20.0 

16 – 20  5 14.3 

Above 20 1 2.9 

Total 35 100 

Source: Field Data (2015) 

 

4.1.6 Summary of the Profile of Respondents 

In this study, it was found out that, majority of SMEs (94.3%) were sole traders. 

With regards to the sex of SMEs owners, it was uncovered that, males dominated the 

SMEs sector by owning about 60% of the firms.  For the case of the age of SMEs 

owners, the dominant group ranged between 31-40 years which accounted for 42.9%. 

Further, the analysis of the educational background showed that, most of the owners 

(74.3%) had attained secondary education with only one (2.9%) who had primary 

education. Finally, it was reported that, most of the firms (37.1%) were young and 

had been in operation for less than 5 years. 

 

4.2 Findings and Discussion 

This section lays down the main findings of the study. As indicated above, the 

approach of the analytical strategy has been applied in presenting the findings. That 

is, the findings have been presented by using the chronology of the research 

objectives. 
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4.2.1 Perceptions of SMEs Owners on the practices of revenue collection 

The first objective of this research was to explore the perceptions of SMEs owners, 

on the practices of revenue collection. To address this objective, three issues were 

looked at, namely; the perceptions of SMEs owners on how the collection of revenue 

by using three tier system affected their businesses, the perceptions of SMEs owners 

on the fairness of the tax system and the perceptions of SMEs owners on their 

general feelings of the tax system. These are analyzed below as follows. 

 

4.2.1.1  Perceptions of SMEs owners on how revenue collection affects their 

businesses 

Under this issue, owners were requested to provide at least three reasons as to why 

they felt that, the collection of revenues in Zanzibar by using three tier systems 

affected their businesses. From the analysis, four issues were reported by SMEs 

owners to have been affecting their business operations. These were; the high tax 

level, conflicts between tax authorities, poor collection system, and corruption; the 

issues are further described below as follows. 

 

a) High tax  

SMEs owners who participated in this agenda felt that, the tax level they were 

charged was too high. They had feelings that, the amount taxed from their businesses 

was a result of paying taxes and dues to three revenue authorities. On this regard, 

business operators reported that, their counterparts who operated businesses on the 

mainland side were not taxed by using the same mechanism. Based on that, business 

operators perceived this tendency as detrimental to the growth of their firms, as most 

profit made went to the tax payment. In fact, some of the SMEs owners observed 

that, the volume of business they used to accomplish before introduction of the three 
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tier system in a year, was more than thrice of the level they accomplished during the 

same period of time. They attributed this to the high price they were charged because 

of multiple taxes and narrated that, taxes had made most business items to be priced 

higher in Zanzibar, compared to the Tanzania Mainland. This resulted into business 

operators in the Mainland not to trade within Zanzibar. These sentiments may be 

supported by comments from one of the business owners involved in this study, and 

had the following to say. 

“Paying tax to three different authorities is not proper, as 

the income we generate from the businesses is very low 

compared to the taxes we have to pay to the authorities”. 
 

Another respondent narrated the following on the same regard. 

“Our businesses are not growing due to the large sum of 

money we have to pay as taxes. We do not make good 

business as before because our big buyers came from the 

mainland and even from Congo DRC. Nowadays, they 

found cheap things in mainland because prices in Zanzibar 

are relatively higher. I am thinking of opening a business in 

Dar es Salaam”. 
 

Another respondent had the following to comment on the same argument. 

“We are doing business, just to survive because we do not 

have another opportunity to tackle. We simply work for the 

revenue authorities. The taxes we ought to pay are 

exorbitantly high”.  

 

b) Conflict between Tax Authorities 

According to participants of this study, the tax administration in Zanzibar is like two 

bulls fighting to leave the grass varnish. Business owners felt that, they paid the same 

taxes to different institutions. They said that, employees of the three authorities 

would pass in their business premises, asking for payments of various taxes and dues. 

Due to that, they could not really understand what type of tax and at what amount 
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needs to be settled where. The business owners therefore, felt that, the authorities 

themselves were fighting in the cause of tax collection only to find that, business 

entities are shrinking. In trying to explicate the situation, one SMEs owner informed 

the following. 

 

“Why can not the Government collapse the revenue 

collection institutions under one umbrella? This is like 

wanting us not to do business”. 
 

Another business operator had the following to inform the researcher on this issue. 

 

“Frankly speaking, there is a conflict among the tax 

collectors from the three authorities operating here. 

Everyone wants to collect money. Sometimes they quarrel 

with us because what they do is too much. There are 

circumstances when some business operators close their 

entities whenever they get informed on the visit of these 

officers”. 

 

c) Poor Tax Collection System 

SMEs owners who participated in this study said that, the three tier system not only 

affected their businesses due to high tax but also, was not an efficient way to collect 

taxes on the side of the government. This was due to the fact that, the government 

spent a lot of effort, time and money to collect something that could have been 

collected by only one authority. In fact, participants of this study felt that, it could 

have been better to have one authority collecting taxes and dues and then, distributed 

it wherever was required to go. On this respect, respondents perceived that, the 

authorities were not in position to trust each other, and therefore, business owners 

had also lost trust on the authorities and thought that, they could always charge them 

more than what was appropriate. It is on that ground also that, business operators felt 

that they paid more tax than normal. In supporting this contention, one respondent 

was quoted saying the following. 
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“We are paying to three different authorities. We sometimes 

also pay different amounts to the same authorities even if 

the SMEs concerned do the same kind of business and of the 

same magnitude.  Further, the amount we pay keep on 

increasing every now and then, even if the business does not 

grow (there’s no proper fixed amount). They also have a 

very poor system, why do they not keep one organ to collect 

all taxes, instead of the SMEs going back and forth to 

different offices”. 

 

d) Presence of Corruption  

Respondents felt that, there was a discrepancy in the level of various taxes SMEs 

settled to the tax organs, even if they operated similar businesses with the same 

nature. According to them, this is evident because business owners informed each 

other that, it was possible to have some of the dues decreased if one provided 

something to the collectors. Due to that, SMEs owners did not have a high trust on 

tax collectors and they sometimes felt that, they were made to pay higher levels of 

taxes not because they did not comply with regulations, but ostensibly because, they 

did not comply with the requests of the tax collectors. Thus, participants thought that, 

corruption practices engulfed tax collection exercise under the three tier system in 

Zanzibar and thus opined that, one organ could have done the work more effectively 

and efficiently than the current practice. In supporting this motion, one of the 

participants had the following to say. 

 “The organs are not well organized, we get a lot of 

difficulties when we go to pay tax or inquiries, and 

sometimes we have to bribe the employees to get our 

operations move faster and swiftly”. 
 

Another respondent informed the following on the same regards.  

“My friend and I are operating the same business of 

clothing. The shops are of the same magnitude on all 

aspects. We pay different levels of taxes. What could this 

imply?” 
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4.2.1.2 Perceptions of SMEs Owners on the Fairness of the Tax System 

Under the issue of perceptions of SMEs owners on the fairness of the tax system, 

respondents were required to rate their views as to what extent they felt that, the 

various attributes of the tax systems were fair. The attributes observed were four, 

namely; fairness of the system itself, fairness of the distribution of the tax burden 

across taxpayers, fairness in understanding the tax system and fairness in the 

computation of tax to be paid. The attributes are further as presented below.  

 

a) Fairness of the System Itself 

On the fairness of the tax system in Zanzibar, owners of the SMEs were requested to 

indicate their perceptions on the extent of fairness of the three tier system. Table 4.5 

below provides the results. 

 

Table 4. 5: Assessment of SMEs Owners on Fairness of the Tax System 

 

Response Frequency Percentage 

Very unfair 7 20.0 

Unfair 22 62.9 

Indifferent 0 0.0 

Fair 6 17.1 

Very Fair 0 0.0 

Total 35 100.0 

 Source: Field Data (2015) 

 As far as the assessment of SMEs owners on the fairness of the tax system itself was 

concerned, 7 respondents (20.0%) said that, the system was very unfair, 22 

respondents (62.9%) thought that the system was unfair and the last 6 respondents 

(17.1%) said that the system was fair. If one considers very unfair and unfair to stand 

for unfair, it can be concluded that, 82.9% of the respondents viewed the tax system 
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of Zanzibar as unfair. Conversely, only 17.1% of the respondents felt that, the system 

was fair.  

 

b) Fairness of the Distribution of the Tax Burden across Taxpayers  

This section wanted the SMEs owners to provide their appraisal on how they viewed 

fairness of the distribution of the tax burden, across taxpayers. On this regard, the 

data obtained were summarized in Table 4.6 below. 

 

Table 4. 6: Assessment of SMEs Owners on Fairness of the Distribution of the 

Tax Burden 

Response Frequency Percentage 

Very unfair 6 17.1 

Unfair 24 68.6 

Indifferent 1 2.9 

Fair 4 11.4 

Very Fair 0 0.0 

Total 35 100.0 

  Source: Field Data (2015) 

 

As depicted in Table 4.6 above, responses have shown that, 6 respondents (17.1%) 

said that the distribution of the tax burden was very unfair and 24 respondents 

(68.6%) thought that the distribution was just unfair. On the other hand, one 

respondent (2.9%) considered the distribution of the tax burden to be neither fair nor 

unfair and the last 4 respondents (11.4%) had the view that, the distribution of tax 

burden was quite fair. Once again, if one combines very unfair and unfair to 

represent just unfair, it can be found out that, 85.7% of the respondents viewed the 

distribution of the tax burden to be unfair as opposed to only 11.4% of the 

respondents who felt that, the distribution of the tax burden in Zanzibar was fair. 
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c) Fairness in Understanding the Tax System  

 Another issue that was investigated on the aspect of perception of fairness was the 

views of SMEs owners on the fairness in understanding the tax system. Table 4.7 

below depicts the results on the issue. 

 

 Table 4.7: Assessment of SMEs Owners on Fairness in Understanding the Tax 

System 

Response Frequency Percentage 

Very unfair 10 28.6 

Unfair 17 48.6 

Indifferent 4 11.4 

Fair 3 8.6 

Very fair 1 2.9 

Total 35 100.0 

Source: Field Data (2015) 

As shown in Table 4.7, 10 respondents (28.6%) thought that, fairness in 

understanding the tax system was very unfair while 17 respondents (48.6%) said it 

was unfair. Apart from that, 4 respondents (11.4%) thought that, the tax system was 

neither unfair nor fair. Finally, 3 respondents (8.6%) said that the tax system was fair 

and the remaining one respondent (2.9%) said that it was very fair with regard to its 

being understood.  

 

In fact, if very unfair and unfair stand for unfair, then, 77.2% of the respondents had 

the feelings that, the tax system in Zanzibar was not fair, with respect to its being 

understood. Similarly, if Fair and Very fair are made to represent fair, then, only 

11.5% of the respondents had the feelings that, the tax system of Zanzibar was fair 

with respect to its being understood. 
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d) Fairness in the Computation of Tax to be Paid 

The last issue investigated on this regard, was on the fairness in the computation of 

the tax to be paid by the business operators. For this case, SMEs owners were 

required to provide their perceptions on the fairness in the computation of the tax to 

be paid by business operators. Table 4.8 below, summarizes the results on the issue 

where 2 respondents (5.7%), had a very unfair response towards the assessment on 

the fairness in the computation of tax while 14 respondents (40.0%) had an unfair 

response on the issue. Furthermore, 13 respondents (37.1%) were indifferent in their 

assessment concerning the matter. On the other side, 4 respondents (11.4%) said that 

the computation of tax to be paid was fair and the remaining 2 respondents (5.7%) 

said that, the computation was indeed very fair. All in all, if very unfair and unfair 

stand for unfair while fair and very fair represents fair, then, the proportion of 

respondents who had assessed the computation of tax as unfair, outperformed those 

who viewed it to be fair by 45.7% for 17.1% correspondingly. 

 

Table 4. 8: Assessment of SMEs Owners on Fairness in the Computation of Tax 

Response Frequency Percentage 

Very unfair 2 5.7 

Unfair 14 40.0 

Indifferent 13 37.1 

Fair 4 11.4 

Very fair 2 5.7 

Total 35 100.0 

Source: Field Data (2015) 
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4.2.1.3 Perceptions of SMEs Owners on their General Feelings of the Tax 

System 

Under the general feelings of SMEs owners regarding the tax system, seven main 

issues were looked at. These were; the appropriateness on the amount paid by SMEs, 

reasonableness of the amount paid as required by the law, the quality of revenue 

collection services provided and appropriateness of the approach of the tax collection 

by using the three organs. Others were; the possibility of growth of business players 

resulted from the tax collection practice in Zanzibar, the complexity of the tax 

system to an average tax payer and the level of satisfaction of taxpayers, with the 

way tax collection was done in Zanzibar. Results on these issues are analyzed 

hereunder. 

 

a) Appropriateness on the Amount of Tax Paid by SMEs 

Under this issue, owners were requested to indicate how far they agree or disagree on 

the appropriateness, on the amount of tax paid by SMEs. Table 4.9 below provides 

the results on the evaluation. 

 

Table 4. 9: Assessment of SMEs Owners on the Appropriateness of the Amount 

of Tax Paid by SMEs 

Response Frequency Percentage 

Strongly Disagree 10 28.6 

Disagree 16 45.7 

Indifferent 7 20.0 

Strongly Agree 1 2.9 

Agree 1 2.9 

Total 35 100.0 

Source: Field Data (2015) 
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The information given in Table 4.9 above has shown that, 10 respondents (28.6%) 

strongly disagreed on the appropriateness on the amount paid by SMEs. At the same 

time, 16 respondents (45.7%) just disagreed, on the appropriateness of the amount 

paid by SMEs. On the other hand, 7 respondents (20.0%) were neutral on the matter 

while one respondent each (2.9%) strongly agreed and just agreed on the 

appropriateness on the amount paid by SMEs.  

 

As indicated in Table 4.9 above, if strongly disagree and disagree stand for disagree, 

74.3% of the respondents disagreed that the amount of tax paid by SMEs was 

appropriate. On the other hand, if strongly agree and agree stand for agree, we can 

conclude that, only 5.8% of the research participants agreed that, the amount of tax 

paid by SMEs was appropriate. 

 

b) Reasonableness of the Amount Paid as Required by Laws 

The study also, sought to assess the perceptions of SMEs on the reasonableness of 

the amount paid as required by the law whereby the SMEs owners were required to 

show how far they agree or disagree on the said matter. This is clearly shown in 

Table 4.10 below. 
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Table 4. 10: Assessment of SMEs Owners on Reasonableness of the Amount 

Paid as Required by Laws 

Response Frequency Percentage 

Strongly Disagree 13 37.1 

Disagree 11 31.4 

Indifferent 3 8.6 

Strongly Agree 7 20.0 

Agree 1 2.9 

Total 35 100.0 

 Source: Field Data (2015) 

Table 4.10 above has shown that, 13 respondents (37.1%) strongly disagreed that the 

amount paid as required by law was reasonable while 11 (31.4%) respondents just 

disagreed on it. On the other hand, 3 respondents (8.6%) were neutral about it. 

Furthermore, 7 respondents (20.0%) strongly agreed, whereas one respondent (2.9%) 

just agreed on the reasonability of the amount paid as required by the law. If we mix 

strongly disagree and disagree to be disagreeing, we can say that, 68.5% of the 

respondents disagreed that, the amount paid as required by the law was reasonable. 

Conversely, if strongly agree and agree mean just agree, then, only 22.9% of the 

respondents agreed that, the amount paid as required by the law was reasonable. 

 

c) Quality of Revenue Collection Services Provided 

Another issue that was looked into was the quality of revenue collection services 

provided. On this matter, SMEs owners were requested to give their views on 

whether they agreed or disagreed that the quality of services provided was good. The 

Table below provides the information obtained. 

 



52 

 

Table 4. 11: Assessment of SMEs Owners on Quality of Revenue Collection 

Services Provided 

Response Frequency Percentage 

Very Low 10 28.6 

Low 18 51.4 

Indifferent 4 11.4 

High 3 8.6 

Very High 0 0.0 

Total 35 100.0 

 Source: Field Data (2015) 

From the given data, it was found out that, 28.6% of the respondents said that, 

quality of services rendered was in fact very low. Similarly, 51.4% of the 

respondents said that, quality of revenue collection services provided was low. It was 

also found out that, 11.4% of the respondents were indifferent. On the other side of 

the coin, 8.6% of the respondents evaluated the quality of revenue collection services 

given as high. Generally, the findings had implied that, 80% of the respondents 

perceived the quality of revenue collection services provided by the collection 

authorities as low or very low. 

 

d) Appropriateness of the Approach of Tax Collection Using Three Organs 

SMEs were further asked to give their opinion, on the appropriateness of the 

approach of tax collection by using the three organs. They had different opinions 

which were summarized in Table 4.12 below. 
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Table 4. 12: Assessment of SMEs Owners on the Appropriateness of the 

Approach of Tax Collection Using Three Organs 

Response Frequency Percentage 

Very Inappropriate 20 57.1 

Inappropriate 9 25.7 

Indifferent 1 2.9 

Appropriate 4 11.4 

Very Appropriate 1 2.9 

Total 35 100 

 Source: Field Data (2015) 

 

Under this evaluation, 57.1% of the respondents reported that, the approach of tax 

collection using three organs, was very inappropriate while 25.7% just informed that, 

indeed, the approach was inappropriate. Conversely, 14.3% of the respondents said 

that the approach of tax collection by using the three organs was either appropriate or 

very appropriate. 

 

e) Possibility of Growth of Business Players Resulted from the Tax Collection 

Practice  

SME‘s were also requested to give their views on whether there was a possibility of 

growth of business players, as a result of tax collection practice. Results on the 

appraisal are given in Table 4.13 below. 
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Table 4. 13: Assessment of SMEs Owners on the Possibility of Growth of 

Business Players Resulted from the Tax Collection Practice 

 

Response Frequency Percentage 

Strongly Disagree 24 68.6 

Disagree 8 22.9 

Indifferent 1 2.9 

Agree 2 5.7 

Strongly Agree 0 0.0 

Total 35 100 

Source: Field Data (2015) 

 

Results have shown that, 68.6% as well as 22.9% of the respondents respectively, 

strongly disagreed and just disagreed on the possibility of growth aspect. 

Additionally, 2.9% of respondents were indifferent on the matter and the last 2 

respondents (5.7%) agreed on the possibility of growth of business players, resulted 

from the tax collection process. None of the respondents strongly agreed on the 

possibility of growth. 

 

f) Complexity of the Tax System to an Average Tax Payer  

Another issue that was also investigated was the complexity of the tax system to an 

average tax payer. On this regard, respondents were asked to comment whether they 

agreed that the system was complex or not. Responses were as seen in Table 4.14 

below. 
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Table 4. 14: Assessment of SMEs Owners on the Complexity of the Tax System 

to an Average Tax Payer 

Response Frequency Percentage 

Strongly Disagree 2 5.7 

Disagree 4 11.4 

Indifferent 1 2.9 

Agree 9 25.7 

Strongly Agree 19 54.3 

Total 35 100 

Source: Field Data (2015) 

 

As depicted in Table4.14 above, 5.7% of the respondents strongly disagreed that, the 

tax system to an average tax payer was complex, and 11.4% disagreed that the 

system was complex. Conversely, 2.9% of respondents were indifferent about the 

matter while 25.7% of the respondents agreed that the system was complex to an 

average tax payer. Finally, 54.3% of the respondents strongly agreed that, the system 

was indeed complex. With that evaluation, if strongly disagree and disagree stand for 

disagree, then 17.1% of the respondents disagreed that the system was complex. On the other 

hand, if strongly agree and agree represents agree, then 80.0% of the respondents 

agreed that, in fact, the system was complex. 

 

g) Level of Satisfaction of Taxpayers with the Way Tax Collection is Practiced  

The last issue that was looked at under this concern was the level of satisfaction of 

taxpayers on the way tax collection was practiced. Respondents were supposed to 

indicate how they rated their level of satisfaction with respect to the way tax 

collection was practiced. Table 4.15 below shows the results on this assessment. 
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Table 4. 15: Assessment of SMEs Owners on Level of Satisfaction of Taxpayers 

with the Way Tax Collection is practiced 

Response Frequency Percentage 

Highly Dissatisfied 16 45.7 

Dissatisfied 14 40.0 

Indifferent 1 2.9 

Satisfied 3 8.6 

Highly satisfied 1 2.9 

Total 35 100 

Source: Field Data (2015) 

 

The results from Table 4.15 show that, 45.7% of the respondents reported to be 

highly dissatisfied with the way tax collection is practiced in Zanzibar. Close to that 

assessment, are those who reported to be dissatisfied with the way tax collection is 

practiced. These accounted for 40.0% of the respondents. On the other side, 8.6% of 

the respondents indicated to be satisfied and 2.9% of the respondents reported to be 

highly satisfied. So, if one mixes highly dissatisfied and dissatisfied to stand for dissatisfied, 

it can be concluded that, 85.7% of the respondents were found to be dissatisfied with the 

way tax collection is practiced. 

 

4.2.1.4 Discussion on the Perceptions of SMEs Owners on the Practices of 

Revenue Collection 

Regarding the subject of perception of SMEs on the practices of the revenue 

collection, three issues were looked at, namely; the perceptions of SMEs owners on 

how the collection of revenue by using the three tier system affected their business, 

the perceptions of SMEs owners on the fairness of the tax system and the perceptions 

of SMEs owners on their general feelings of the tax system. 
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Perceptions of SMEs Owners, on How Collection of Revenue Using Three Tier 

Systems Affected their Business  

Under the perceptions of SMEs owners on how the collection of revenue by using 

three tier systems affected their business, four issues were reported. These were; high 

tax level, conflict between tax authorities, poor tax collection system, and corruption.  

 

For the case of high tax, there has been a general observation from research 

participants (SMEs owners) that in fact, the tax levied was exorbitantly high. The 

high level of taxes paid was associated with the practice of paying taxes and dues to 

the three revenue authorities. In fact, SMEs owners raised three concerns on the issue 

of high taxes they paid. The concerns were: 

1)  Imbalance in terms of taxes paid between business operators in Zanzibar and 

those operating in the Tanzania Mainland. On this issue, there were those who 

showed interest of moving to the mainland and establish their businesses there. 

They even cited examples of some business operators who have already shifted 

their business activities to Dar es Salaam. The main concern was to avoid paying 

high taxes. If this was not observed, it is likely that, the Zanzibar government 

could lose part of its revenues due to migration of SMEs owners to the other side 

of the union. 

2)  Stagnation of businesses on all indicators of growth. As far as this issue was 

concerned, business owners pointed out that, most of their businesses had not 

been growing since the three tier system of tax collection began. There might be 

other reasons to that effect; nonetheless, since this stagnation had happened in 

the recent past concurrently with the introduction of three tier system of tax 

collection, owners had a strong point to associate the stagnation of their business 

establishments with the tax system. They provided the indicators which have 
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been the stagnation as non-increase in capital investment to their businesses, the 

persistent of a low profit margin, inability to provide more employment 

opportunities to the community due to a limited turnover, an eroded capacity to 

diversify into other areas of business operations, among others. 

3)  Low volume of business operations since the introduction of the three tier tax 

system where respondents compared current business turnover with that they 

used to accomplish before. They narrated that, due to high tax, prices of most 

items in Zanzibar have shoot up. This has made middle business people to 

restrain themselves doing business with Zanzibar SMEs. Most of them did not 

have the motivation to trade with Zanzibar based business establishments 

because, whatever they needed from Zanzibar could be obtained in Dar es 

Salaam at a relatively lower price. In other words, the study participants felt that, 

their customers have been eroded by the system and consequently, volume of 

business has tremendously decreased. 

 

From the foregoing discussion it can be said that, the tax system in Zanzibar is not 

fair. According to (Tuerck, et.al., 2007), a fair tax system, should not discriminate 

tax payers of the same categories and doing similar economic activities. Further, 

(Kotlikoff and Sabine, 2007) contends that, a fair tax system should stimulate the 

economy of the country concerned. Looking into the scenario of Zanzibar, these 

attributes of a good and fair tax system were missing. This is the case ostensibly 

because, the system denied the established business firms to grow and further, it 

caused imbalance in the payment of taxes between businesses operating in Zanzibar 

and those operating in the mainland side. 
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On the issue of conflict between tax authorities, it was found out that, SMEs owners 

in Zanzibar felt that, the way taxes were collected in Zanzibar was like the authorities 

were fighting. Further, the owners did not find the difference in the types of taxes 

collected by the various authorities. Given the discussion that transpired with 

business owners on this aspect, three main concerns also came clear, namely; 

disturbance caused by tax collectors to business owners in almost daily basis, high 

cost incurred by the government in the course of tax collection and the possibility of 

losing revenue due to some of the taxpayers not complying as a result of complexity, 

disturbance and the feelings of unfairness. Based on that, tax payers opined that, 

government should collapse the authorities into one and do away with the three 

emerged concerns expressed above. With regard to the revenue collection and cost 

concerns, (The Scottish Government, 2013), says that, as much as possible, tax 

systems should opt for the minimum cost method in obtaining revenues from 

taxpayers. So, why should the Zanzibar government use the three authorities to 

collect some revenues that could have been accomplished by one organization? If 

this was done, the workforce could be reduced, paperwork could be minimized, 

transaction costs would go down, transport and other operation costs could have been 

lowered and compliancy could have been enhanced and thus, eliminated the 

opportunity cost of loosing revenues. 

 

With regard to the issue of weak tax collection system, the main concerns which 

emerged from interviews with SMEs owners were two. The first one was more on 

the perceptions that, tax collection by using the three tier systems was not an efficient 

way. Once again, from taxpayers‘ point of view, the system which introduced 

unnecessary costs, caused incompliancy, made the government to put more effort but 
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collect a little and inflated the amount of tax to be paid. The second issue was, on the 

perceptions made by the outsiders (other stakeholders apart from the government), 

regarding the three tier system of tax collection. In fact, these outsiders felt that, the 

institutions could not trust each other. Based on that, business operators also had 

every reason to lose trust to the institutions. If taxpayers lost trust on the government 

organs, it means that, they have lost trust on their government, which was a very 

serious concern. This was something that required the government attention and an 

intervention, in order to restore the lost trust and improve compliance. 

 

Finally, it was reported that, the system had been one of the reasons for the 

corruption practices among tax collectors and enforcers. This was evidenced by the 

differences in the amount of taxes paid among SMEs themselves, even if they were 

equal in all senses. SMEs owners said that, they used to communicate among 

themselves that, some of the tax collectors would always be ready to negotiate as 

long as they were assured of a token money. Furthermore, the organizations 

responsible for tax collection were not well organized. Taxpayers narrated that, it 

was a problem to let things move quickly, something that compelled them to use 

extra effort to fast track matters. In a way, this has been a result of the system itself 

because according to taxpayers, it was complex and less transparent.  

 

Perceptions of SMEs Owners on the Fairness of the Tax System  

With regards to the perceptions of SMEs owners on the fairness of the tax system, 

four attributes were discussed. These were; fairness of the system itself, fairness of 

the distribution of the tax burden across taxpayers, fairness in understanding the tax 

system and fairness in the computation of tax to be paid.  
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Going into the assessment of all the four attributes of fairness of the tax system made 

by the SMEs owners, it can be observed that, all the attributes have been poorly 

evaluated. In all aspects, if very unfair and unfair are regarded as unfair on the one 

hand and vey fair and fair were counted as fair, it can be found out that, all attributes 

have been appraised as unfair as summarized in the Table 4.16 below. 

 

Table 4. 16: Comparison of Assessment of Fairness of Tax Attributes 

 

Attribute 
Response 

Unfair Fair 

Tax System Itself 82.9% 17.1% 

Distribution of the Tax Burden 85.7% 11.4% 

Understanding of the Tax System 77.2% 11.5% 

Computation of Tax 45.7% 17.1% 

Source: Analyzed Data 

 

As shown in the Table 4.16, tax payers who said the attributes were fair ranged from 

11.4% to maximum of 17.1%. The attribute that was somehow positively evaluated 

in that of computation of tax where 45.7% of the respondents explained that, the 

computation was done unfairly. In this particular attribute, majority of respondents 

(37.1%), however, fell under the category of those who were indifferent. This is as 

indication that, in fact, perceptions of SMEs owners on the fairness of the tax system 

was quite negative. Several authors emphasized that, for a tax system to be good, the 

four attributes analyzed above need to be fair (Hall, 1995). Therefore, the findings of 

this study on the aspect of perceptions of tax payers, on the fairness of the tax system 

called for the need to improve the tax system by making it more clearer, distribute 

tax burden more fairly, making computation transparent and clear. 
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Perceptions of SMEs Owners on Their General Feelings of the Tax System 

On the perceptions of SMEs owners on their general feelings of the tax system, seven 

issues were discovered. These were; the appropriateness on the amount paid by 

SMEs, reasonableness of the amount paid as required by laws, the quality of revenue 

collection services provided and appropriateness of the approach of tax collection by 

using the three organs. The remaining ones were; the possibility of growth of 

business players resulted from the tax collection practice in Zanzibar, complexity of 

the tax system to an average tax payer and level of satisfaction of taxpayers, with the 

way tax collection was done.  

 

By reviewing the assessment of SMEs owners on their general feelings of the tax 

system, nothing was actually evaluated favourably. The implication of this outcome 

was that, the current system needed overhauling and repair. Table 4.17 summarizes 

the evaluation of four issues into two categories, namely; those who agreed and those 

who disagreed. In this analysis, strongly disagree and disagree were made to 

represent disagree whereas, strongly agree and agree were made to stand for agree. 
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Table 4. 17: Comparison of Assessment of Factors Making General Feelings of 

the Tax System by SMEs Owners 

Issues investigated 
Response 

Disagree Agree 

Appropriateness of the Amount of Tax Paid by 

SMEs 
74.3% 5.8% 

Reasonableness of the Amount Paid as Required by 

Laws 
68.5% 22.9% 

Possibility of Growth of Business Players Resulted 

from the Tax Collection Practice 
91.5% 5.7% 

Complexity of the Tax System to an Average Tax 

Payer  
17.1% 80.0% 

Source: Analyzed Data 

As shown in Table 4.17 above, taxpayers found nothing that was good for the tax 

system practiced in Zanzibar. The worst ranked factor, was that of the possibility of 

growth of business players resulted from the tax collection practice, where 91.5% of 

the participants indicated so. The next poorly evaluated factor was that of complexity 

of the tax system to an average tax payer, where 80% of taxpayers involved in the 

study indeed agreed that, the system was complex. Given the evaluation of 

respondents over these two factors, it meant that, the tax system provided no room 

for the growth of the economy since business operators who composed the engine of 

the economy did not grow. Analogous to that, since the tax system was viewed as 

complex by the key stakeholders, the implication is that, it cannot be correctly 

implemented by them, hence, the existence of high chances of incompliancy. This 

contention is well supported by the argument of (Auerbach, 1996) who strongly 

believes that, a good tax system is the one which is simple to understand, as well as 
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the one which provides room for economic growth as perceived by (Auerbach, 

1996).  

 

Other three issues have also not well been evaluated. For instance, assessment of 

SMEs owners on the quality of revenue collection services provided has revealed 

that, 80% of the respondents had feelings that, indeed, the quality of services was 

low. This analysis put together those who evaluated services as of a low quality and 

those who felt that, it was of very low quality. It was only 8.6% of the respondents 

who felt that the quality of services was high. Given this outcome, there is surely 

hard work to be implemented to make services be favourably evaluated by taxpayers. 

On this issue, one of the respondents was quoted informing angrily as put hereunder. 

 

“How can one not improve services to someone who brings 

him money? These people have to know that they are doing 

business!” 

 

For the case of assessment of SMEs owners on the appropriateness of the approach 

of tax collection by using three organs, 82.8% confirmed that the system was 

inappropriate. In fact, this analysis categorized all who said inappropriate and very 

inappropriate as just inappropriate. Otherwise, if it were to report the feelings of 

business owners exactly, then 57.1% of them reported that, the approach was very 

inappropriate. Since these were key stakeholders of the system and they perceived 

their system as inappropriate, there was a need to consider revising it in order to 

make it appropriate. This is quite in order, because according to (Mukasa, 2011), 

perceptions always influence practices. Since tax payers perceived the system to be 

inappropriate, unfair, and unclear and so on, they were likely not to act normally. 

That is, they would participate in avoidance, evasion, incompliancy and the like.  
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Finally, for the case of assessment of SMEs owners on the level of satisfaction of 

taxpayers, with the way tax collection was practiced, 85.7% of the taxpayers who 

were involved in this study, said that, they were in fact, dissatisfied with the situation 

as compared to only 11.5% who reported to have been satisfied. This comparison has 

joined those who felt highly dissatisfied and dissatisfied as only being dissatisfied. It 

also mixed those who felt highly satisfied and satisfied as only satisfied. Actually, 

this level of dissatisfaction was on the higher side and needed to be improved. 

According to (Parasuraman, et al., 1988), dissatisfaction in services provision was 

caused by many factors to include but not limited to tangibility, reliability: 

dependability, responsiveness, assurance and empathy. Other issues as reported by 

several authors include but not limited to; Management Culture (Eskildsen and 

Nussler, 2000), Level of Service quality (Akbar and Parvez 2009), friendliness in 

doing business (Mattila, 1999), Relationship with service provider (Ame, 2009), etc. 

The government needed to look into all these factors and others to ensure that, tax 

payers were satisfied with the way tax collection was practiced. 

 

4.2.2 Understanding the Practices of Revenue Collection from Business 

Operators 

The second objective of this study was, to understand the practices of revenue 

collection from business operators. In order to meet this objective, two issues were 

investigated from the employees of the tax collection organs in Zanzibar. The issues 

were; types of taxes collected from business operators eligible to pay taxes and 

complaints provided by taxpayers, about the tax system. Findings on the two issues 

mentioned above are presented below as follows. 
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4.2.2.1 Types of Taxes Collected from Business Operators Eligible to Pay 

Taxes 

According to the information obtained from the key informants, there are two types 

of taxes which were collected from business operators. Each type, is further 

classified according to the legal and effective incidence to the final payer. These two 

types are direct and indirect taxes. 

 

Direct Taxes  

Direct taxes are those levied directly on people‘s income from employment, or 

corporation. The taxes include; individual income taxes, corporate tax, pay as you 

earn (PAYE) tax, withholding tax, etc. The payment of this tax, cannot be avoided 

and the burden of that tax cannot be shifted from one person to another. The effect of 

a direct tax is that, the income of the taxpayer is being reduced directly, hence it is 

related to the principle of ability to pay and equity and justice, and so the disparity in 

income distribution between the rich and the poor can be reduced (Tyagi, 1995).  

The direct taxes are further explained below: 

 

a) Individual Income Tax 

An Individual income tax is a tax which is paid by sole traders (proprietors) and 

salaried employees (e.g. PAYE) on gains and profits from their businesses, 

employment and investments. An individual income tax rates from one person to the 

other depending on their income- the higher the income the higher the rate. 

 

b) Corporate Tax 

This is a type of tax, that is charged to all companies (both residents and non-

residents) carrying out business in Tanzania. Corporate tax is charged at 30% of the 

companies‘ profit (TRA, 2004). 
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c) Withholding Tax 

Withholding tax is a tax scheme operated on a number of payments made by a person 

in the course of doing business. 

 

d) Pay As You Earn (PAYE) 

Pay as You Earn, is a withholding tax on taxable incomes of employees. Under this 

system, an employer is required by the law to deduct income tax from an employee‘s 

taxable salary or wages.  

 

Indirect Taxes 

Indirect taxes on the other hand, are those taxes imposed on goods and services 

provided to consumers. That is to say, by consuming the goods or services in which 

tax has been included, automatically one pays tax indirectly (TRA, 2004). The 

incidence of such taxes is therefore, shifted to the ultimate consumer of the taxable 

goods because s/he has to pay the price that includes all the taxes such as, import 

duty and sales tax payable in respect of such goods. Example of this type of tax is 

Custom and Excise duties. Thus, a tax is indirect when the impact is on one person 

and the incidence is on another person (Tyagi, 1995). 

 

The indirect taxes that are charged in Zanzibar are as elaborated hereunder.  

a) Import duty 

An import duty, is a tax that is charged when importing goods into a country whether 

by a private individual or a commercial entity. The valuation method is CIF (Cost, 

Insurance and Freight), which means that the import duty and taxes payable are 

calculated on the complete shipping value, which includes the cost of the imported 

goods, the cost of freight and the cost if insurance. Duty in particular, is calculated 
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on the sum of CIF and landing charges. Some duties are also based on the quantity 

measurements. 

 

b) Custom Duty 

This is a type of tax that is levied on imports (and, sometimes, on exports) by the 

customs authorities of a country to raise the state revenue, and/or to protect domestic 

industries from more efficient or predatory competitors from abroad. It is generally 

based on the value of goods or upon the weight, dimension, or some other criteria of 

the item (such as the size of the engine, in the case of automobile).  

c) Value Added Tax (VAT) 

VAT, is a consumption tax charged by registered traders on all goods and services. It 

is a multistage tax levied at each stage of production and distribution chain up to the 

retail stage. The tax is also levied on all taxable imports made by persons whether or 

not registered for VAT. In Zanzibar, VAT is charged at a standard rate of 18% to all 

taxable goods and services and 0% to all exports. 

 

d) Excise Duty 

Excise duty, is levied on certain specified goods and services in local produced 

goods e.g. soft drinks, beer, wines, mobile phone services, satellite television 

services, cigarettes and petroleum products. The duty is charged either at specific or 

ad-valorem rates depending on the type of goods. 

 

Discussion on the Types of Taxes Collected  

Following from the above presentation, it can be said that, Zanzibar revenue 

authorities collected multiple of taxes most of them falling under the category of 

indirect taxes. Different sets of these taxes fall under the jurisdiction of the specific 

authorities, which form the three tier system of Zanzibar tax administration. To a 
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common person, these taxes would sound the same. Normally, VAT and stamp duty 

were paid before 7
th

 of the next month (for the payment of previous month) and the 

payments are done at ZRB. Taxes like PAYE and SDL are paid before 7
th

 of the next 

month (for the payment of previous month). This payment is done at TRA. At ZMC, 

payments are done monthly, quarterly as well as annually. 

 

Perhaps, it is on that basis that taxpayers of Zanzibar felt that, they paid to more than 

one tax authority and hence, they paid more tax than they deserved. All in all, given 

the size of Zanzibar and the effort put by the three authorities of tax collection, 

respondents involved in this research had opinion that, the three organizations could 

be collapsed to one for better, efficient and swift management of tax matters in 

Zanzibar. 

 

4.2.2.2  Complaints provided by Taxpayers about the Tax System 

Drawing from the information collected, the main complaints registered by tax 

payers were mainly seven. These are; high tax, complexity of the system, tax payers‘ 

lack of trust on collectors from TRA and fluctuation of amount of tax to be paid. 

Others are; wastage of time, non – existence of ploughing back of the collected taxes 

to the community, and the discrimination in the amounts paid by different people. 

 

a) High Tax 

One of the complaints that were mentioned by almost every taxpayer who 

participated in this study was that, they paid higher taxes. According to business 

owners, they paid more than what they should. This complaint was mainly based on 

the comparison in terms of proportion of their profit or revenue, what they had been 

paying before the introduction of the three tier system and what they paid after the 
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system. They further informed that, they were sure they paid more taxes because 

their businesses were not growing at all, actually, some of the respondents said that, 

it was as if they were employees of the tax authorities just working for them. In 

supporting this point, one of the respondents said the following. 

 

“The taxes we pay are too much, we only work to just get our 

bread and pay taxes. Where are we going?” 

 

According to (Slemrod and Kopczuk, 2002), high taxes have a disadvantage of 

encouraging tax payers not to comply. Given this reality, there were possibilities that, 

Zanzibar Government had been losing a lot of revenue due to incompliancy. If this 

situation was not curbed, the government would continue to lose a stream of future 

revenues. 

 

b) Complexity of the system 

Under complexity, the respondents were highly concerned with the use the three 

different organizations, to collect taxes from the same sources. According to business 

operators, this was a strange system that was not there before. They also informed 

that, they have been airing their views on the issue but no one seemed to listen. In 

fact, one of the respondents had views that, Zanzibar was the only country under the 

sun that collected taxes using this model. Given below depicts his comments. 

 

“Why should Zanzibar use three organs to collect the same 

taxes? Is one institution not enough? This country has got all 

its systems unique from others. Its type of union is unique, its 

tax system is unique, and the government formation is also 

unique.” 

 

Other tax payers did not see the logic of paying to three different tax institutions. 

They looked at the system as nothing but exploitation of the kind. In expressing this 

view, one respondent had this to say. 
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“We are really confused and do not understand why we have to 

pay to three different organs instead of one. Why don’t our leaders 

hear our voices?” 

 

Critical analysis of the tax situation in Zanzibar showed that, the complaint that 

business operators were highly taxed is actually linked to the fact that, they paid to 

three different organizations. It might be that, the taxes paid are modest but since 

they were paid to three different institutions, tax payers translated this as multiple 

taxes and hence high taxes. Based on this thinking of tax payers, it would sound 

proper for the Government to consider reviewing the current tax system so that, it 

remained simple and compliancy responsive. One of the participants had the 

following to say; 

 
“By high tax they mean to say that they are paying a lot of money  

to three different authorities and sometimes not the same amount of 

payment is made every time” 

 

c) Tax Payers’ Lack of Trust on Collectors From TRA  

Taxpayers informed that, they had lost trust to the tax collectors from TRA. This 

tendency has been caused by two issues mainly. The first issue is that, the 

information mongering among tax payers that if one advanced some token amount to 

these officers, they were always ready to reduce amounts of tax to be paid. The 

second issue is implied from the three tier operating system of collecting taxes. Tax 

payers had perceptions that, if these organizations did not trust each other in the 

cause of collection, it was enough justification that they were not truthful and 

therefore, should not have been trusted. In connection to this, one of the business 

operators involved in this study had this to say. 
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“Most employees from TRA are not faithful. We do not trust them 

because they are thieves.” 

 

d) Fluctuation of the Amount of Tax to be Paid  

The main contention on this issue was, the fluctuation of tax amount paid from time 

to time. According to business operators, they did not really understand how exactly 

taxes were calculated. This made them unable to predict actual amounts to be paid. 

They said that, there were often times when they performed good business in terms 

of turnover but they paid less taxes, compared to some other times where their 

turnover were low and were required to pay more. It all depended on the officer who 

visited them and the way they treated him/her. They also narrated about situations 

where some business operators had different outlets of almost same level of business 

operations but they were charged significant differences in terms of taxes. 

One of the business owners had the following in trying to emphasize about this point. 

 

“We are forced to pay a lot of money and most of the times, these 

amounts vary from time to time; there is no fixed amount of taxes 

that we are supposed to pay”. 

 

e) Wastage of Time 

Another issue that seemed to bother business operators was the time they spent 

moving from one tax organization to another. They felt that, their valuable time that 

could have been used to implement business matters was used to deal with tax issues. 

Their concern was the long process of filing and paying taxes which was also a 

repetitive process to the three organizations. They opined that, if this process was to 

be done to only one organization they could tolerate. The current situation was not 

friendly; they only fulfilled it because of enforcement. In trying to elaborate on this 

matter, one tax payer insinuated as follows. 
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“I waste a lot of my time moving from one place to another for 

the purpose of paying taxes. I also waste time in queuing up 

during payment of just one type of tax. These people should have 

eyes to see that they are wasting our precious time”. 
 

f) Non – Existence of Ploughing Back of the Collected Taxes to the 

Community  

It is well known that, paying taxes to the government does not make it liable of 

returning something back to tax payers (Li et al., 2011). Nonetheless, tax payers 

always expect some returns in terms of better education services, improved health 

services, good roads, better sanitation services, etc for the taxes they paid. In fact, 

there is evidence from research that, in other countries, like Nigeria, willingness to 

pay taxes related to the performance of the authority concerned (Etannibi, 2011). 

According to this study, despite Nigeria‘s deep ethnic and religious cleavages, within 

every community, it was reported that, people were ‗more willing‘ to pay tax based 

on the performance of the administration. Public willingness to pay tax was not 

shaped by personal income but by the evidence that, government revenue was being 

spent on services such as schools, roads, and water pipes, provided to the community 

by the administration.  

 

In connection to this study, respondents involved felt that, they did not see the fruits 

of the taxes they paid because most services were even further deteriorating instead 

of improving. They also felt that, the money they paid as taxes was shifted to 

Tanzania Mainland instead of being used in Zanzibar, to improve the basic needs and 

services. In extrapolating about this, one of the business operators involved in this 

study reported the following. 

 “We do not see what the money we pay as taxes is being used for.  

All the money is taken to Tanzania Mainland instead of being 

used to improve services here for our people”. 
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g) Discrimination in the Amounts Paid by Different People  

Tax payers reported that, there was discrimination when it came to determining the 

amounts to be paid by individual tax payers. According to business operators 

themselves, this depended mainly on the level of closeness between the business 

operators and the tax collectors. Due to that, taxpayers associated the whole tax 

collecting process in Zanzibar, to be engulfed by corruptive practices. Why people 

operating almost similar businesses were charged highly deviant level of taxes by 

some tax authorities but subjected to almost equal level of taxes by other tax 

authorities. This seemed so strange to business operators and something that made 

them to feel that, there was discrimination in the process of tax payment. In trying to 

air views on this matter, one of the business owners involved in this study claimed 

the following. 

―There are big enterprises which have lots of exemptions while 

they are getting more returns than most of us. Also, some of our 

counterparts pay less to TRA but we pay almost same amounts to 

ZRB. May be, some of us do not know how to talk.” 

 

4.2.3 Challenges facing the revenue boards. 

The third objective of this study was to investigate on the challenges facing the 

revenue boards in Zanzibar with respect to tax collection. According to the 

information obtained from the respondents, there were mainly four challenges, 

namely; lack of knowledge about taxes and revenue, taxpayers not making payments 

on time, compliance problem and incorrect information about businesses given by 

taxpayers. These are further discussed below as follows. 

 

a) Lack of Knowledge about Taxes and Revenue 

The first challenge introduced by employees of the revenue authorities, was lack of 

knowledge about taxes and revenue by SMEs owners. Employees said that, many of 
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the SMEs operators had a little or no knowledge about taxes and revenue. This 

situation kept the tax collectors in a very difficult position, when going round for 

collection or for reminding the SMEs to pay their taxes. According to the employees 

responsible for tax matters, business operators were sometimes not well informed 

about tax issues. They also did not understand their rights and obligations regarding 

taxation. According to employees involved in this study, business operators 

sometimes relied on hearsay, something which would not be true in most cases. Tax 

officers felt that, due to lack of proper information and knowledge on the side of tax 

payers, they ended up behaving how they did. In trying to elaborate on this issue, one 

employee of TRA explained the following. 

Tax payers say that, all the money collected in Zanzibar is 

shipped to Tanzania mainland and therefore, they were not 

willing to pay their tax dues. This is not true; in fact, all the 

money collected in Zanzibar is surrendered to the 

Government and spent here in Zanzibar. There is need for 

the government to educate tax payers; otherwise, problems 

will always persist. 

 

b) Taxpayers Not Making Payments on Time 

Another challenge that was mentioned by tax officials was that, SMEs were not 

making their payments on time. By taxpayers not making payments timely, it 

escalated the costs of collection. The costs were caused by transport charges 

when making follow ups, overtime payments to employees who worked during 

weekends, use of stationery for making reminders, etc. The cost escalation and 

the closure of some business outlets due to non-payment of taxes, denied the 

authorities a lot of money. This in turn, made it difficult for the authorities to 

realize the targets they expected. The delayed tax settlements and sometimes 

non-payment, caused the government plans to be partially implemented or 

delayed completely. 
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c) Compliance Problem 

Tax officials felt that, there were business operators who would try to use 

means either to avoid to pay taxes or to pay less than what was required out of 

them. The main reason for this tendency according to officials was that, some 

did not see the importance of paying taxes and others felt that, they paid more 

than what they should. According to officials, it was possible for some 

employees to be pushed into corruptive practices, if they came across such 

business operators who would use a convincing language, to request tax 

collectors reduce their tax burden. In fact, one of the employees involved in 

this study had this to say on that regard. 

 “SMEs and most taxpayers are not willing to pay their 

share of the responsibilities. To make them comply, some 

force must be used and sometimes even threatening to take 

them to court or paying additional fee for delaying the 

payments”. 
 

d) Incorrect Information about Businesses Given by Taxpayers  

The last challenge that was mentioned by employees was about unfaithful 

behaviour shown by some taxpayers. It was reported that, some business 

operators would deliberately provide wrong information of their business 

operations on annual basis. This caused the assessment and hence calculations 

of taxes to be underestimated. Incorrect information supplied, had 

ramifications to the overall taxes to be collected as well as the feelings that, 

some business entities were taxed more than others. In fact, businesses were 

taxed correctly according to available information. Based on that, tax officials 

felt that, it was important to also begin introducing EFD machines in Zanzibar. 

In trying to elucidate about this behaviour of some tax payers, one employee 

respondent commented the following. 
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“Taxpayers do not disclose the real amount of money they 

receive annually. They also do not keep proper records 

after sales. This is because they do not want to be given the 

tax rate, according to the income they generate”. 

 

4.2.4 Impact of Three Tier Tax System on the Performance of Revenue 

Collected  

The fourth and last objective of this study was to analyze the impact of the three tier 

tax system in revenue collection, on the performance of revenue collected. In order to 

meet this objective, six issues were looked at from the views of the SMEs owners. 

These were; potentiality to increase government income through taxation, increasing 

the possibility of compliance by tax payers and complication of the taxation process. 

Others are; the possibility in the expansion of business activities, provision of equal 

business opportunities to traders in Zanzibar, like their counterparts in the mainland 

and positive impact to the economy in the long run. The issues are further presented 

hereunder. 

 

a) Potentiality to Increase Government Income through Taxation 

Under this issue, SMEs owners were asked if they agreed or disagreed on the fact 

that, the impact of the three tier tax system on the performance of revenue collected 

had any potentiality to increase government income through taxation. Table 4.18 

below shows the results. 

 

 

 

 

 



78 

 

Table 4. 18: Evaluation of SMEs Owners on Potentiality to Increase 

Government Income through Taxation 

Response Frequency Percentage 

Strongly Disagree    4  11.4 

Disagree    5  14.4 

Indifferent   13   37.1 

Agree      6   17.1 

Strongly Agree      7   20.0 

Total   35 100 

Source: Field Data (2015) 

 

Upon responding on the matter, 37.1% of the respondents neither agreed nor 

disagreed that, there was potentiality to increase government income through 

taxation by using the three tier system. Nonetheless, 20% of the respondents strongly 

agreed on the proposal while 17.1% of the respondents just agreed that, the three tier 

tax system had the potentiality to increase government income through taxation. On 

the contrary, 14.4% disagreed and the remaining 11.4% strongly disagreed that the 

three tier tax systems had any potentiality to increase government income through 

taxation. If one considers strongly agree and agree to stand for agree, it can be 

concluded that, 37.1% of the respondents agreed that, the three tier tax system had 

potentiality to increase government income through taxation. Conversely, if one 

considers strongly disagree and disagree to stand for disagree, then, it can be said 

that, 25.8% of the respondents of this category disagreed that, the three tier tax 

system had any potentiality to increase government income through taxation. 
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b) Increasing the Possibility of Compliance by Tax Payers 

Here, SMEs owners were requested to evaluate the increasing possibility of 

compliance by tax payers, as a result of collecting taxes by using the three tier 

system. Respondents had to indicate whether they agreed or disagreed that, the three 

tier tax systems increased the possibility of compliance by tax payers. Table 4.19 

shows the results as obtained from the respondents. 

  

Table 4. 19: Evaluation of SMEs Owners on Increasing the Possibility of 

Compliance by Tax Payers 

Response Frequency Percentage 

Strongly Disagree 4 11.4 

Disagree 12 34.3 

Indifferent 15 42.9 

Agree 2 5.7 

Strongly Agree 2 5.7 

Total 35 100 

Source: Field Data (2015)                     

Findings have shown that, 42.9% of the respondents were non-aligned about the fact 

while 34.3% disagreed and 11.4% strongly disagreed that, the three tier tax system 

had an impact on the increasing possibility of compliance by tax payer. However, 

11.4% of all the respondents either agreed or strongly agreed that, the system had an 

impact on increasing the possibility of compliance by tax payers. 

 

c) Complication of the Taxation Process 

Complication of the taxation process was another issue assessed under this objective. 

On this assessment, SMEs were asked to indicate whether they agreed or disagreed 
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on the fact that, the three tier tax system has brought complications of the taxation 

process. Their responses were as shown on Table 4.20 below. 

 

Table 4. 20: Evaluation of SMEs Owners on Complication of the Taxation 

Process 

Response Frequency Percentage 

Strongly Disagree 1 2.9 

Disagree 3 8.6 

Indifferent 4 11.4 

Agree 3 8.6 

Strongly Agree 24 68.6 

Total   35 100 

Source: Field Data (2015) 

 

The results from the Table 4.20 show that, 68.6% of the respondents strongly agreed 

that, the three tier system has brought complications of the taxation process. 

Moreover, there were 8.6% of the respondents who just agreed on the contention, 

though 11.4% neither agreed nor disagreed on the matter. On the other side, another 

8.6% disagreed that the system had brought complications of the taxation process. 

There were also 2.9% of the respondents who strongly disagreed that, the system had 

brought complications of the taxation process. 

 

d) Possibility in the Expansion of Business Activities  

Apart from the complications of taxation process, SMEs owners were also requested 

to evaluate the system, on its possibility of the expansion of business activities. Table 

4.21 bellow shows the results. 
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Table 4. 21: Evaluation of SMEs Owners on Possibility in the Expansion of 

Business Activities 

Response Frequency Percentage 

Strongly Disagree 20 57.1 

Disagree 12 34.3 

Indifferent 1 2.9 

Agree 1 2.9 

Strongly Agree 1 2.9 

Total   35 100 

Source: Field Data (2015) 

 

Responding to the issue above, Table 4.21 demonstrates that, 57.1% of all the 

respondents strongly disagreed on the fact that, the three tire systems had brought the 

expansion of business activities.  In addition to that, 34.3% also disagreed on that 

issue. On the other side, 5.8% of the respondents either agreed, or strongly agreed on 

the issue while 2.9% of the respondents were indifferent about the matter. From the 

above information, if strongly disagree and disagree were to be taken as one response 

(disagree), then we get 91.4% of all the respondents disagreeing on the fact that, the 

three tire system had brought any expansion of business activities. 

 

e) Provision of Equal Business Opportunities to Traders in Zanzibar and 

Mainland 

SMEs also got an opportunity to assess the three tier system, on the provision of 

equal business opportunities to traders in Zanzibar and Mainland. The results are as 

portrayed in Table 4.22 below.  
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Table 4. 22: Evaluation of SMEs Owners on Equal Business Opportunities to 

Traders of Zanzibar and Mainland 

Response Frequency Percentage 

Strongly Disagree    23 65.7 

Disagree     7 20.0 

Indifferent      2   5.7 

Agree      2   5.7 

Strongly Agree      1   2.9 

Total   35 100 

 Source: Field Data (2015)  

 

 Table 4.22 above indicates that, of the 35 respondents, 23 (65.7%) of them strongly 

disagreed and 7 (20%) disagreed that the system had any provision of equal business 

opportunities to traders of Zanzibar and Mainland. On the other hand, 3 respondents 

(8.6%) either agreed or strongly agreed that the system had provision of equal 

business opportunities to traders of Zanzibar and Mainland. On this issue, there were 

2 respondents (5.7%) who were found to be indifferent on the matter. 

 

f) Positive Impact to the Economy in the Long Run 

The last issue on this objective, considered an evaluation of the positive impact to the 

economy in the long run, brought about by the three tier system. SMEs got the 

chance to evaluate the positive impact to the economy, in the long run brought about 

by the three tier system, by saying whether they agreed or disagreed. Table 4.23 

presents the results.  
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Table 4. 23: Evaluation of SMEs Owners on the Positive Impact to the Economy 

 

Response Frequency Percentage 

Strongly Disagree    5 14.3 

Disagree    6 17.1 

Indifferent  16 45.7 

Agree     5 14.3 

Strongly Agree     3   8.6 

Total   35 100 

Source: Field Data (2015) 

 

From Table 4.23 above, 16 respondents (45.7%) neither agreed nor disagreed on the 

possibility of the positive impact to the economy of the system. On the other side, 6 

respondents (17.1%) disagreed on the issue while 5 respondents (14.3%) just 

disagreed. Further, 5 (14.3%) agreed and the remaining 3 respondents (8.6%) 

strongly agreed that, the three tier system has brought positive impact to the 

economy.  

 

4.2.4.1 Discussion on the Impact of Three Tier Tax System on the 

Performance of Revenue Collection             

With regard to the impact of the three tier tax system, on the performance of revenue 

collection, six parameters were gauged. The parameters were; potentiality to increase 

government income through taxation, increasing the possibility of compliance by tax 

payers and complication of the taxation process, the possibility in the expansion of 

business activities, provision of equal business opportunities to traders in Zanzibar, 

like their counterparts in the mainland and positive impact to the economy in the 

long run. 
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It can be observed that, in all the six parameters investigated, there was no one that 

has been favourably evaluated, with respect to the application of the three tier system 

of tax collection. For instance, the case of potentiality to increase government 

income through taxation by using the three tier system, findings indicate that, only 

37.1% of the respondents agreed on that possibility. That is, those who agreed are by 

far less than 50%. These findings arguer well with the information provided by 

employees of the tax authorities when they informed that, most tax payers hide 

information and were also not willing to pay their dues because they felt that they 

paid more than what they deserved. They further said that, the tendency caused 

actual collections to be far below expectations. Since the collections were from the 

use of the three tier system, it can be concluded that, the system had not been able to 

increase income as expected.  

 

Considering the parameter of increasing the possibility of compliance by tax payers, 

it was observed that, 55.7% of the respondents disagreed that, the three tier systems 

had increased the possibility of compliance by taxpayers. This is far greater than 

11.4% of the respondents who agreed on the proposal.  In fact, this is well supported 

by the information provided by the employees of the tax authorities by indicating 

that, one the major challenges they faced in their day to day discharging of their 

duties was that of compliance dilemma by taxpayers. This quandary is directly 

associated with feelings that, taxes charged were high, taxpayers were made to waste 

a lot of their time and that there was discrimination of taxes charged from one 

taxpayer to another. All these issues arose because of the three tier system, thus, it 

has been a cause of non-compliance instead of increasing the possibility of 

compliance by tax payers. Thus, it can be contended that, the tax system adopted in 
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Zanzibar was not a good system because, according to (Boylan and Sprinkle, 2001), 

a good tax system should activate compliance among other things.  

 

Coming to the issue of complications brought by the use of the three tier tax system, 

it has been uncovered that, 77.2% of the respondents either agreed or strongly agreed 

that, the three tier tax system had brought complications of the taxation process. 

Actually, tax matters are normally not swift to be comprehended by many people. 

During times when matters are compounded like the case of multiple tax authorities 

in Zanzibar, the situation was made even worse. This was the possible cause of the 

outcome that, many taxpayers lacked adequate knowledge on tax and revenue 

matters, as reported by tax authorities themselves as one of the big challenges they 

faced, when dealing with business operators. Complication has also been caused by a 

number of taxes and dues that were paid by taxpayers resulted by being responsible 

to three tax authorities. Following from above, it can be concluded that, the three tier 

system used in Zanzibar was not a modest tax administration because (Pommerehne 

and Weck-Hannemann, 1996) contends that, a good tax system, should as much as 

possible be very simple to be comprehended by its taxpayers. 

 

With respect to the issue of provision of equal business opportunities to traders of 

Zanzibar and mainland, 85.7% of the participants involved in this study, have been 

reported to disagree or strongly disagree that, the three tier system practiced in 

Zanzibar provided equal business opportunities to traders of Zanzibar and those of 

mainland. Actually, this was one of the main concerns of many business people in 

Zanzibar that, the tax administration in Zanzibar made them to pay more tax than 

their counterparts in the mainland. Due to that, their businesses were shrinking day 

by day and thus, they were not operating at an equal footing with other business 
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owners in the country. From the foregoing discussion, it can also be said that, the tax 

system operating in Zanzibar was not fair because it did not provide equal 

opportunities to taxpayers. If tax administration is not fair, it cannot be categorized as 

a good system (McCaffery, 2002).  

  

Finally, as far as the issue of the positive impact to the economy is concerned, it has 

been revealed that, 31.4% of the respondents disagreed that, the three tier tax systems 

in Zanzibar had any positive impact to the economy in the long run. Actually, this 

figure is far greater compared to 22.9% of the respondents who agreed that the three 

tier tax systems had a positive impact to the economy in the long run. All in all, if the 

tax system had no positive impact to the economy of the country, it is definitely 

worthless and efforts need to be taken to improve of change it. According to (Li et 

al., 2011), the goal of any tax system is, to enable the government to collect adequate 

revenue to spend for both current and development plans. It is only if these 

expenditures are not met, when one could say that, the tax system had no positive 

impact to the economy which was the long run outcome of the tax system. Thus, if 

taxpayers felt that, their tax system was unable to create a positive impact to the 

economy, there was an urgent need for its improvement. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.0  Introduction  

This study was employed to fulfill four objectives, which were; to explore the 

perceptions of small and medium business owners, on the practices of revenue 

collection, to understand the practices of revenue collection from business operators, 

to investigate on the challenges facing the revenue boards and to analyze the impact 

of the three tier tax system in the revenue collection on the performance of revenue 

collected. The previous chapter presented the main findings of the study as guided by 

the research objectives. This chapter provides the summary of findings, conclusion 

and recommendations, based on the same findings. Finally, the chapter ends up by 

showing the limitation of the study and suggestions for further research.   

 

5.1  Summary of the findings 

This section summarizes findings of the study presented in the previous chapter. In 

so doing, the same chronology of the research objectives was followed, as 

recommended by Miles and Huberman (1994). 

 

5.1.1  Perceptions of Small and Medium Business Owners on the Practices of 

Revenue Collection 

In general, most of the SMEs have negative perceptions about the practices of 

revenue collection. Under this objective, three issues were reported, namely; 

perceptions of SMEs owners on how collection of revenue by using the three tier 

system affected their business, perceptions of SMEs owners on the fairness of the tax 

system and the perceptions of SMEs owners on their general feelings of the tax 

system.  
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With regard to the perceptions of SMEs owners on, how the collection of revenue by 

using the three tier system affected their businesses, findings have revealed that, 

there were four issues that were reported to be affecting SMEs in their businesses. 

The issues were: a high tax level, conflicts between tax authorities, poor tax 

collection system, and corruption, actually, taxpayers had strong feelings that, the 

first three issues could automatically be solved if the three tier system of tax 

collection was abandoned. 

 

With respect to the perceptions of SMEs owners on the fairness of the tax system, 

four attributes were presented, namely; fairness of the system itself, fairness of the 

distribution of the tax burden across taxpayers, fairness in understanding the tax 

system and the fairness in the computation of tax to be paid. Of all the four attributes 

mentioned, findings have indicated that, SMEs felt that there was no fairness in all 

the four aspects of fairness of the tax system. In other words, according to taxpayers, 

the system was not fair. According to McCaffery (2002); if a tax system is not fair, 

then, it is not good. 

 

Moreover, for the case of perceptions of SMEs owners on their general feelings of 

the tax system, seven attributes were observed. These were; the appropriateness on 

the amount paid by SMEs, reasonableness of the amount paid as required by the 

laws, the quality of revenue collection services provided and appropriateness of the 

approach of tax collection by using the three organs. Others were; the possibility of 

growth of business players resulted from the tax collection practice in Zanzibar, 

complexity of the tax system to an average tax payer and the level of satisfaction of 

taxpayers, with the way tax collection was done in Zanzibar. Findings on these issues 
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were reported to be on the negative side, where all the participating SMEs 

respondents had a negative feeling on their perceptions of the tax system. 

 

5.1.2 Practices of Revenue Collection from Business Operators 

Under this objective, two issues were investigated, namely; the types of taxes 

collected from business operators eligible to pay taxes and complaints provided by 

the taxpayers about the tax system.  

 

On the side of the types of taxes collected, the findings demonstrated that, Zanzibar 

collected multiple of taxes most of them falling under the category of indirect taxes. 

These taxes were put into sets (groups). Thereafter, each set of taxes was 

administered by a single tax authority between TRA, ZRB and ZMC. It is due to 

multiplicity of taxes and the three institutions, which collected taxes that made 

taxpayers to feel that, they paid more taxes than what they deserved. 

 

Finally, taxpayers spelled out seven complaints which they considered notorious for 

their business operations. From the discovered findings, the complaints were; a high 

tax, complexity of the system, tax payers‘ lacked trust on the collectors from TRA 

and a fluctuation of amount of tax to be paid. Others are; wastage of time, non – 

existence of ploughing back of the collected taxes to the community, and 

discrimination in the amounts paid by different people, actually, some participants of 

this study indicated unwillingness to pay their tax dues as long as these quandaries 

continued to exist. 

 

5.1.3  Challenges Facing the Revenue Boards 

This study fundamentally, has uncovered four main challenges faced by the revenue 

boards in discharging their day to day obligations of tax collection. The challenges 
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are; lack of knowledge about taxes and revenue on the side of taxpayers, taxpayers 

not making payments on time, compliance problem and incorrect information about 

businesses given by taxpayers. 

 

5.1.4  Impact of Three Tier Tax System on the Performance of Revenue 

Collected  

According to the findings of this study, there are six issues that were investigated 

under the impact of the three tier tax system, on the performance of revenue 

collected. The issues are: potentiality to an increase in the government income 

through taxation, increasing the possibility of compliance by tax payers and the 

complication of the taxation process. Others are; possibilities in the expansion of 

business activities, provision of equal business opportunities to traders in Zanzibar, 

like their counterparts in the mainland and a positive impact to the economy in the 

long run. According to the findings, respondents had evaluated all the six indicators 

of performance negatively. Given this evaluation, it follows that, the three tier system 

of tax collection in Zanzibar was not appropriate and required an improvement if not 

overhauling. 

 

5.2 Conclusion 

Based on the findings of this research as presented in the foregoing chapters, there 

are three areas, where the study can be said to make contributions. These are the 

contribution to knowledge, policy and managerial application as presented 

hereunder. 
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5.2.1 Contribution to Knowledge 

Findings of this study, have a potential to improve our understanding on the 

perceptions of small and medium business owners, on the practices of revenue 

collection for the case of Zanzibar. The findings have enlightened back to the 

reviewed theory and are well supported by the existing literature; alternatively, the 

findings have also improved our understanding regarding the challenges faced by the 

revenue collection authorities, in carrying out their revenue collection activities on a 

daily basis. 

 

5.2.2 Contribution to Policy 

The study findings, are expected to act as an eye opener to authorities concerned so 

that, they can understand exactly how their taxpayers felt and also affected by the 

existing tax system. That should be an appealing factor for the policy makers to make 

necessary amendments of the existing policies and procedures. The amended policies 

are expected to help the affected group of taxpayers in such a way that, they will be 

in a good position to understand the tax system as well as comply with it so that, the 

revenue collections are increased and hence, the government earnings through 

revenue are also improved. Furthermore, an improvement of the tax system would 

create a better investment and operating environment for SMEs, for the general 

wellbeing of the people of Zanzibar.  

 

5.2.3 Contribution to Management Practices 

Based on the findings, perceptions of small and medium business owners played a 

big role on the performance of the three tax collection organs. In fact, the positive the 

perceptions, the more compliant the taxpayers will be, the more revenue will be 

collected, but the findings have revealed more negative concerns than positive ones. 
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What the three tax collection organs should do is, to put more emphasis and efforts 

on the quality of service they provide, to make sure they earned the taxpayers‘ trust 

as well as find a better way of dealing with the non-compliant taxpayers. The 

negative assessment of the tax system by taxpayers provides room for the system to 

make the necessary changes towards the best practice in tax administration. 

 

5.3  Recommendations 

This section is dedicated to the practical recommendations which were derived from 

the findings of the study. These recommendations are directed to the three types of 

stakeholders, namely; government, management of the tax collection organs, 

employees of the tax authorities and the taxpayers.  

 

5.3.1 Recommendations to Government   

1) Lack of tax knowledge to taxpayers, was pointed out as one of the major 

challenges which faced the tax authorities, in implementing their duties that 

required interactions with taxpayers. The government, is advised to take a lead 

on the improvement on this situation, through provision of sufficient and 

extensive tax education to taxpayers. This could be done by conducting 

capacity building seminars to SMEs owners as well as conducting special tax 

programmes through different media (Radio, Television and News papers). 

Another approach that could be applied is by introducing tax education in 

secondary schools as well as tax clubs.  

2) Complexity of the tax system is one among the issues which have been 

complained by taxpayers as affecting fairness of the system as well as their 

extent of tax compliance. To overcome this, the government is advised to 

review and amend the tax laws as well as simplify the tax collection system. 
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3) It has also been revealed that, taxpayers complained about the high taxes they 

paid. According to the findings, this resulted from multiplicity of taxes and the 

fact that, they dealt with three tax authorities. It is therefore recommended that, 

the government should look for a better way of handling the issue of tax 

collection, that will improve fairness, transparency and eradicate grievances 

among taxpayers. 

4) It was also reported that, one of the challenges that faced tax authorities in 

Zanzibar is incorrect information provided by business operators on their 

business operations. In order to stop this malpractice, it is recommended to 

introduce the use of Electronic Fiscal Device in all business transactions made 

by SMEs. 

5) The government is further advised to improve services to the public because 

this has been mentioned, as one of the issues that taxpayers looked at in 

observing their compliance. 

 

5.3.2 Recommendation to Management 

1) It has been found out that, taxpayers complained for the long time wasted in 

the cause of paying taxes. One of the issues related to time wastage was 

mentioned to be waiting in the queue for a long time. Thus, tax authorities are 

advised to fast track services by introducing multiple tellers to serve taxpayers.  

2) Taxpayers, have indicated poor assessment with regard to the fairness in the 

computation of taxes to be paid. They have also complained on the practice of 

the discrimination on the amounts paid by business operators. In order to do 

away with this, it is highly recommended to observe transparency, 

trustworthiness, fairness and accuracy in computing taxes to be paid by SMEs. 
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3) The quality of revenue collection services provided by the tax authorities in 

Zanzibar, has also been complained by taxpayers. It is therefore, advised to 

observe all the attributes of quality when dealing with taxpayers. These include 

but not limited to observing; tangibility (appearance of physical elements), 

reliability (dependable, accurate performance), responsiveness (promptness and 

helpfulness), assurance (showing competence, courtesy, credibility and 

security), and empathy (easy access, good communications and customer 

understanding). 

 

5.3.3 Recommendations to Employees   

1) Taxpayers have reported malpractices of corruptions engaged by employees of 

tax authorities. Employees, are highly advised to exercise and show work 

ethics, a high level of integrity and trustworthiness in discharging their duties. 

2) Staff of the tax authorities, need to improve their relationship with SMEs 

owners by trying to handle them with good customer care and building good 

relationship with them. Additionally; they should try as much as possible to be 

transparent and apply standard tax assessments procedures, in order to avoid 

going into unnecessary conflicts with the taxpayers. 

 

5.3.4 Recommendations to Taxpayers 

1) SMEs owners are advised to comply by being transparent, register their 

businesses for tax assessment and pay their tax dues timely. This will bring 

about eradicating unnecessary conflicts with tax authorities. 

2) Tax payers are also advised to provide accurate information on the operations 

of their businesses. This would provide an accuracy and fairness in the 

computations of taxes to be paid. 
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5.4 Limitation of the Study 

This study was confined in Zanzibar mainly because it was where the practice of 

revenue collection by using the three tier systems was implemented. So, Zanzibar 

was considered as a ―test site‖. Otherwise, it is highly acknowledged that, if the 

research took an approach of a comparative study by considering SMEs in the 

Tanzania mainland, perhaps, more interesting findings could be obtained. In addition 

to that, the study was confined to Zanzibar Urban alone ostensibly because, it was 

the centre of all business activities in Zanzibar and that; it was more convenient to 

the researcher. It is nonetheless acknowledged that, if some other parts of Zanzibar 

were included, richer findings could be uncovered. 

 

5.5 Areas for Further Study  

The following areas are well directed for further research. 

1) Conducting comparative study, on the perceptions of taxpayers regarding 

operations of tax authorities in Zanzibar as well as Tanzania mainland. 

2) Conducting research on this area by considering other parts of Zanzibar, to 

include but not limited to Pemba Island. 
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Appendix 1: Questionnaire for SMEs 

This study, is based at the University of Dodoma. Its major objective is to assess the 

Perceptions of Small and Medium Business Owners, on the Practices of Revenue 

Collection in Zanzibar.    Therefore, you are kindly requested to participate in this 

study by filling in this short questionnaire. In case the final account of this work may 

contain confidential information and its report could be harmful to organization or 

individual, confidentiality is assured by the University. Such report will be seen only 

by the Supervisor and the examiner for examination purposes. 

 

PART A: BUSINESS PROFILE 

Please tick () appropriately: 

1. Structure of the business 

Sole trader     

Partnership     

Company     

 

2. Gender of the owner   

Male     

Female    

3. Age    

20 and Below  

21 – 30 years   

31 – 40 years   

41 – 50 years   

Above 50 years  

 

4. Please indicate the duration in which you have been operation your business. 

   

Less than five years  

5 – 10 years   

11 – 15 years   
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16 – 20 years   

Above 20 years  

5. Please indicate if you have a Tax Identification Number (TIN) 

YES      

NO    

 

6. Please indicate level of education you have attained. 

Not attended School  

Primary Education  

Secondary Education  

Degree Holder   

Other (Please specify………………………….)  

 

PART B: PERCEPTIONS OF SMEs OWNERS 

7. How does the collection of revenue from three different authorities (TRA/ZRB 

and ZMC) affect your business? Please provide at least three points in your 

description. 

a) ……………………………………………………………………………

…………………………………………………………………………… 

b) ……………………………………………………………………………

…………………………………………………………………………… 

c) ……………………………………………………………………………

…………………………………………………………………………… 

8. Please respond by circling one answer in each line across as to how you feel 

about taxes and the collection system. (1=very unfair, 2=unfair, 3=neither 

unfair nor fair, 4=fair, 5=very fair.) 
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a) For the average taxpayer, I think that the tax system is: 1 2 3 4 5 

b) For me personally, I believe that the tax system is: 1 2 3 4 5 

c) 
Generally, I believe that the manner in which the tax 

burden is distributed across taxpayers is: 
1 2 3 4 5 

d) 
The tax system of Zanzibar in terms of understanding it 

can be described as 
1 2 3 4 5 

e) 
Computation of tax to be paid by business operators in 

Zanzibar can be rated as: 
1 2 3 4 5 

 

9. Please respond by circling one answer in each line across as to how you feel 

about taxes and the revenue collection system. ( 1=strongly disagree, 

2=disagree, 3=neutral, 4=agree, 5= strongly agree) 

 

1 
Generally, I feel the income tax system in Zanzibar is a 

fair  
1  2  3 4 5 

2 
On the whole, the burden of income tax is fairly 

distributed 
1  2  3 4 5 

3 
Current tax practices in Zanzibar require me to pay 

more than my fair share of taxes 
1  2  3 4 5 

4 
Compared to what I should pay, I feel that I pay more 

than my fair share of tax. 
1  2  3 4 5 

5 The taxes I pay are reasonable as required by laws. 1  2  3 4 5 

6 
The quality of revenue collection services provided by 

the authorities in Zanzibar is good 
1  2  3 4 5 

7 
The approach of collection tax using three organs in 

Zanzibar is quite okay to tax payers 
1  2  3 4 5 

8 
The practice of tax collection is Zanzibar creates a good 

room for business players to grow 
1  2  3 4 5 

9 
Zanzibar tax system is complex for an average tax payer 

to understand. 
1  2  3 4 5 

10 
All in all, I am quite satisfied with the way tax 

collection is practiced in Zanzibar. 
1  2  3 4 5 
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PART C: IMPACT OF THREE TIER SYSTEM IN REVENUE 

COLLECTION 

10. Please respond by circling one answer in each line across as to how you feel 

about taxes and the revenue collection system in Zanzibar. (1=strongly 

disagree, 2=disagree, 3=neutral, 4=agree, 5= strongly agree). 

 1 

The three tier system in revenue collection in Zanzibar 

has the potential to increase government income through 

taxation 

1  2  3 4 5 

2 
The three tier system in revenue collection in Zanzibar 

increases the possibility of compliance by tax payers 
1  2  3 4 5 

3 
The three tier system in revenue collection in Zanzibar 

complicate the taxation process 
1  2  3 4 5 

4 
The three tier system in revenue collection in Zanzibar 

expands business activities  
1  2  3 4 5 

5 

The three tier system in revenue collection in Zanzibar 

provides equal business opportunities to traders in 

Zanzibar like their counterparts in the Mainland 

1  2  3 4 5 

6 

The three tier system in revenue collection in Zanzibar 

will generally have positive impact to the economy in 

the long run 

1  2  3 4 5 

 

                                          Thank you for your co-operation and time 
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Appendix 2: Interview guide for Employees 

This study is based at the University of Dodoma. Its major objective is to assess the 

Perceptions of Small and Medium Business Owners, on the Practices of Revenue 

Collection in Zanzibar.    Therefore, you are kindly requested to participate in this 

study by filling in this short questionnaire. In case the final account of this work may 

contain confidential information and its report could be harmful to organization or 

individual, confidentiality is assured by the University. Such report will be seen only 

by the Supervisor and the Examiner for examination purposes. 

 

SECTION A: Demographic Characteristics of Respondents 

 

Please tick () appropriately: 

 

1) Gender of  respondent:   Male           Female 

 

2) Age of the respondent:  

21 – 30 years 

31 – 40 years 

41 – 50 years 

Above 50 years 

3) Level of education attained. Please tick () appropriately. 

Primary Education  

Secondary Education  

Degree Holder  

Master Degree holder  

Other (Please specify………………)  

 

4) For how long have you worked with this organization? Please tick () 

appropriately: 

0 – 5 Years 6 – 10 Years 11 – 15 Years 16 – 20 Years Above 20 Years 
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PART B: PRACTICE OF REVENUE COLLECTION 

 

5. What types of taxes do you collect from business operators eligible to pay 

taxes? Please enumerate them. 

a) …………………………………………………………………………….……. 

b) ..…………………………………………………………………………………  

c) …………………………………………………………………………………… 

d) …………………………………………………………………………………… 

e) …………………………………………………………………………………… 

f) …………………………………………………………………………………… 

g) …………………………………………………………………………………… 

h) …………………………………………………………………………………... 

 

6. How would you rate performance of the organs which collect taxes in Zanzibar? 

Please respond by circling the number that best describes your feelings. 

Excellent Good Indifferent Poor Very poor 

5 4 3 2 1 

 

7. In your opinion, how would you rate satisfaction of taxpayers on the performance 

tax collection organs? Please respond by circling the number that best describes 

your feelings. 

Highly 

satisfied 
Satisfied Indifferent Not satisfied Highly not satisfied 

5 4 3 2 1 

 

8. How would you assess the level of collaboration between taxpayers and the and 

tax collection organs? Please respond by circling the number that best describes 

your feelings. 

Very 

friendly 
Friendly Indifferent Unfriendly Very Unfriendly 

5 4 3 2 1 
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9. Please describe briefly the procedure of tax payment by business operators in 

Zanzibar. 

…………………………………………………………………………………………

…………………………………………………………………………………………

…………………………………………………………………………………………

………………………………………………………………………………………… 

 

10.  Have you ever come across a taxpayer who complained about tax system in 

Zanzibar? Please tick  appropriately below.    

Yes No 

  

 

11. If the response to question 13 above is yes, please mention the types of 

complaints made.  

a) ……………………………………………………………………………………

…………………………………………………………………………………… 

b) ……………………………………………………………………………………

…………………………………………………………………………………… 

c) ……………………………………………………………………………………

…………………………………………………………………………………… 

d) ……………………………………………………………………………………

…………………………………………………………………………………… 

e) ……………………………………………………………………………………

…………………………………………………………………………………… 

 

SECTION C: CHALLENGES 

12. What challenges do you face in collecting taxes from taxpayers? Please 

mention at least four. 

a)  ……………………………………………………………………………... 

b) ………………………………………………………………………………… 

c) ………………………………………………………………………………… 

d) ………………………………………………………………………………… 

 



112 

 

13. For each of the mentioned challenge in Question 12 above, give a brief 

discussion, why you feel is a challenge. 

a) ………………………………………………………………………………… 

b) ………………………………………………………………………………… 

c) ………………………………………………………………………………… 

d) ………………………………………………………………………………… 

e) ………………………………………………………………………………… 

 

14. In your opinion, what do you think needs to be done in order to overcome   

each of the challenges you mentioned in Question 12 above? 

a) …………………………………………………………………………… 

 …………………………………………………………………………… 

b) …………………………………………………………………………… 

 …………………………………………………………………………… 

c) …………………………………………………………………………… 

 …………………………………………………………………………… 

d) …………………………………………………………………………… 

 …………………………………………………………………………… 

e) …………………………………………………………………………… 

 …………………………………………………………………………… 

 

 

 

 

 

 

 

 

 

 

 

 

 



113 

 

PART D: IMPACT OF THREE TIER SYSTEM IN REVENUE 

COLLECTION 

15. Please respond by circling one answer in each line across as to how you feel 

about taxes and the revenue collection system in Zanzibar. (1=strongly disagree, 

2=disagree, 3=neutral, 4=agree, 5= strongly agree). 

 

1 

The three tier system in revenue collection in Zanzibar 

has the potential to increase government income through 

taxation 

1  2  3 4 5 

2 
The three tier system in revenue collection in Zanzibar 

increases the possibility of compliance by tax payers 
1  2  3 4 5 

3 
The three tier system in revenue collection in Zanzibar 

complicate the taxation process 
1  2  3 4 5 

4 
The three tier system in revenue collection in Zanzibar 

expands business activities  
1  2  3 4 5 

5 

The three tier system in revenue collection in Zanzibar 

provides equal business opportunities to traders in 

Zanzibar like their counterparts in the Mainland 

1  2  3 4 5 

6 

The three tier system in revenue collection in Zanzibar 

will generally have positive impact to the economy in 

the long run 

1  2  3 4 5 

 

 

                                Thank you for your co-operation and time 
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Appendix 3: Interview Guide for Officials 

This study is based at the University of Dodoma. Its major objective is to assess the 

Perceptions of Small and Medium Business Owners, on the Practices of Revenue 

Collection in Zanzibar.    Therefore, you are kindly requested to participate in this 

study by filling in this short questionnaire. In case the final account of this work may 

contain confidential information and its report could be harmful to organization or 

individual, confidentiality is assured by the University. Such report will be seen only 

by the Supervisor and the Examiner for examination purposes. 

 

1. What do you think are the perceptions of SME‘s on the practices of revenue 

collection, please explain with reasons. 

a) …………………………………………………………………………………

………………………………………………………………………………… 

b) …………………………………………………………………………………

………………………………………………………………………………… 

c) …………………………………………………………………………………

………………………………………………………………………………… 

d) …………………………………………………………………………………

…………………………………………………………………………………

………………………………………………………………………………… 

e) …………………………………………………………………………………

…………………………………………………………………………………

………………………………………………………………………………… 

 

2. Please describe briefly the procedure of tax payment by business operators in 

Zanzibar. 

……………………………………………………………………………………

……………………………………………………………………………………

…………………………………………………………………………………… 
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3. What challenges do you face in collecting taxes from taxpayers? Please 

mention at least four. 

a) ………………………………………………………………………………… 

b) ………………………………………………………………………………… 

c) ………………………………………………………………………………… 

d) ………………………………………………………………………………… 

e) ………………………………………………………………………………… 

 

4. For each of the mentioned challenge in Question 3 above, give a brief 

discussion, why you feel is a challenge. 

a) ………………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………………… 

d) ………………………………………………………………………………… 

e) ………………………………………………………………………………… 

 

5) In your opinion, what do you think needs to be done in order to overcome 

each of the challenges you mentioned in Question 3 above? 

a) …………………………………………………………………………… 

b) …………………………………………………………………………… 

c) …………………………………………………………………………… 

d) …………………………………………………………………………… 

e) …………………………………………………………………………… 

 

6) In your opinion, what do you think are the long term impacts of tax collection 

using three tier system in Zanzibar? 

a) ………………………………………………………………… 

b) …………………………………………………………………………… 

c) …………………………………………………………………………… 

d) …………………………………………………………………………… 

 

Thank you so much for participating in this study. 


