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ABSTRACT 

Tax is the major source of revenues in both developed and developing countries like 

Tanzania. This study sought to investigate small scale entrepreneurs’ willingness to 

pay tax at enhancing Local Government revenue collection taking a case of Dodoma 

city council. Specifically, the study analyzed attitudes of small scale entrepreneurs on 

tax payment, assessed small scale entrepreneurs’ knowledge on tax system applied 

by the local government and investigated factors affecting tax payment for small 

scale entrepreneurs in the study area. Both qualitative and quantitative research 

approaches under cross-sectional survey design were employed. Furthermore, the 

probability and non probability sampling techniques were used to obtain data from 

150 respondents were randomly selected from the population. The study has adopted 

the five-point Likert scale, multiple response and regression analysis. Data were 

collected through interviews, questionnaire surveys and documentary review 

methods. Findings have revealed that, willingness of small business taxpayers to pay 

tax depended on their attitudes on tax, noted on: justice in tax system, satisfactory 

returns from tax and corrupt government officials, with weighted mean score of 4.66, 

4.57 and 6.26 respectively. Majority of the respondents had no knowledge on their 

rights and responsibilities as taxpayers (38.9%), tax equality (40.3%), productive tax 

(39.6%), filling tax forms and obligations (36.2%) and certainty as to where, to 

whom and time to pay tax (32.6%). Taxpayers  also were noted to be unconfident 

with paying taxes due to high rate of tax imposed, disorganized management, 

education level, business experience and local method of estimating tax at 

(P<0.05). Therefore, relevant measures have to establish more accessible and 

transparent on the payment facilities, certainties of tax payment dates and use of fair 

and reasonable tax enforcement measures.  
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CHAPTER ONE 

INTRODUCTION 

1.1 Background Information  

Tax is a vital source of revenues in both first world and third world countries (Osoro, 

2010). It is defined as a mandatory fee, imposed by governing or other tax raising 

bodies, on revenue, expenses or capital assets, for which a citizen receives nothing 

specific in return (Lymer and Oats, 2012). Thus, most governments are depending 

much on taxes as the major source of their revenues (Osoro, 2010). The principal 

purpose of imposing certain taxes on the public is to create revenues. (Torome, 2013) 

explained about revenue mobilization as a way for the governments to fix fiscal 

deficit, which in turn will enable to promote political and economic, agenda. 

However, taxpayer non compliance is growing and persisting in many local 

governments mainly in developing countries (Asuquo, 2014). 

Studies in developed countries have shown that, most of the small scale 

entrepreneurs pay taxes. Small scale entrepreneurs usually have a small owner or 

family managed businesses offering basic goods and services, which tend to have a 

shortage of organizational and management layout, and this is one of the most 

generic features of small scale entrepreneurs, (Aderemi, 2003). 

According to (Torgler, 2005) elements that strengthen income collection in their 

local Authorities include: good tax policies, rules, and regulation and good 

governance practices by most local governments. These environments produce high 

tax morale among taxpayers. However some individuals who became aware of this 

evaded paying taxes and their readiness to pay taxes declined (Asuquo, 2014). 

In developing countries particularly in Africa, for services required to be provided 

efficiently, more revenues are to be collected from their own sources of which most 

of their revenues come from Literatures from Nigeria have shown that, there was low 

down taxpaying obedience among small scale entrepreneurs. Identified some of the 

causative factors which include; multiple taxes, increases of corruptions, poor 

infrastructures as well as unfriendly language used by tax collectors, taxes 

(Tibaijuka, 2005).   
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Like other developing countries, Tanzania has been relying much on taxes as the 

major source of revenue. Evidence shows that, domestic resource collection in 

Tanzania has a significant contribution in local government revenues, (Osoro, 2010). 

Over the last decade, tax performance in Tanzania has significantly improved from 

TZS 15,475.6 billion in the fiscal year 2017/18 URT (2018) to TZS 23,710.5, billion, 

mobilized during the period between July 2017 and April 2018. Whereby, LGAs 

own source was shillings 399.3 billion, equivalent to 60% (URT, 2018).  

However, in most cases tax was collected unwilling as armed police officers were 

observed   to assist local government tax collectors while collecting taxes in the 

public. In the same vein, it has been noted that, most of the tax revenues collected 

were allocated to finance infrastructure development to influence economic 

development. Evidence is seen throughplanning and continuous preparation for 

building infrastructure such as railways, new roads and expansion of ports, 

improving energy production (Ng'wanakilala, 2017; URT, 2017).   

The previous 2016/17 budget also showed that, tarmac roads are connected by 

regional  headquarters with the exception of the road from Kigoma, Mtwara to 

Ruvuma, Lindi to Morogoro, Katavi to Tabora and Manyara to Tanga (URT, 2017). 

All these initiatives are seen due to effective follow up and extra efforts done in tax 

collection made by tax collectors despite of the challenges they face during taxes 

collection. 

In Dodoma city council, the Local Government Authority (LGA) is struggling to 

ensure local revenue collection is achieved as intended. However, evidences have 

shown that, Dodoma City revenue has been increasing over the periods. It is 

indicated that, in 2016 more than a half (50 percent) of the revenue were not 

collected, while in 2019 revenue collected were slightly picked up 89.7% (Dodoma 

City Council, 2020). However, this anomalous increase in revenue is accompanied 

by force such as assistance of armed police to enforce tax collection, locking 

business entities, licence grasping and other penalties which that force tax payers to 

pay tax (URT, 2017). Therefore, the present study intends to examine small scale 

entrepreneurs’ willingness to pay tax at enhancing local government revenue 

collection in the Dodoma City Council. 
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1.2 Statement of the Problem 

Various studies admitted that, there are many factors which demoralises small scale 

entrepreneurs willingness towards tax payment although it is compulsory (Mlay, 

2015; Mwansele, 2014; Asuquo, 2014; Marti et al., 2010).  These factors include 

lack of patriotism among taxpayers, inappropriate enforcement, complexity of the 

by-laws, unsatisfactory return in form of service delivery, and the absence of 

trustworthiness in the local government (Mlay, 2015; Mwansele, 2014). 

Multiple taxes, increases of corruptions, poor infrastructures as well as unfriendly 

language used by tax collectors and unfair tax system were also documented as 

factors that influenced the perceptions of tax payments (Marti et al., 2010; Asuquo, 

2014). 

In order to rescue the above situation, the Government and Non Government 

Organisations (NGOs) in Tanzania, have played so hard to ensure that, there is good 

environment which enabling people to pay tax. The leadership of the fifth phase 

government has implemented reforms to strengthen tax administration, improve its 

internal systems and enhance training of personnel. This has led to an increase in 

local revenue collection from Tshs. 482,898,501,333 in 2015/16 to Tshs. 

523,564,835,716 in 2016/17 (URT, 2017). Apart from that, the government 

continued to use the revenues collected in improving road networks and creating 

enabling environment to attain programme objectives, on nurturing an Industrial 

Economy in Tanzania. 

Despite these efforts shown by the government still these initiatives are not realized 

by some of the small scale entrepreneurs. The anomalous increase in revenues is 

accompanied with the extra efforts used by tax collectors including closing business 

entities; use the police assistance, holding of business licence and other penalties that 

push tax payers to pay tax. 

 A similar case was also observed at Dodoma City where extra efforts on revenue 

collection were done by the local government tax collectors. Such efforts have led to 

an increase in revenue collection from Tshs 64,237,020,409 2018/19 to Tshs 

53,039,994,022 2019/20, (Dodoma city, 2020).  
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However, little is known about tax payers’ attitudes and awareness towards tax 

compliance. Hence, the study intends to examine small scale entrepreneurs’ 

willingness to pay tax at enhancing local government revenue collection in the 

Dodoma City Council. 

1.3 Objective of the Study 

1.3.1 General Objective 

The overall objective of this study was to assess small scale entrepreneurs’ 

willingness to pay tax at enhancing local government revenue collection in Dodoma 

city council. 

1.3.2 Specific Objectives  

Specifically the study aimed to: 

i. Analyze attitudes of small scale entrepreneurs on tax payment, 

ii. Assess small scale entrepreneur’s knowledge on tax system applied by local 

government, 

iii. Analyze factors affecting small scale entrepreneur’s willingness to pay tax.  

1.4 Research Questions  

Specifically the study was seeking to answer the following questions: 

i. What are the attitudes of Small scale entrepreneurs towards tax payment? 

ii. How small scale entrepreneurs are knowledg1eable to tax system applied by 

local government?  

iii. What are the factors affecting small scale entrepreneurs’ willingness to pay 

tax?  

1.5 Significance of the Study  

The present study will generate knowledge to policy makers, administrators, tax 

collectors and to the ministry of local government about the general factors that 

affect tax payer’s willingness to pay tax. The study is further expected to show 

procedures used to collect local taxes in the council, its accountability and then 

suggest solutions to the persistent financial problems of Dodoma City Council.  
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The research findings will provide LGAs officials with necessary knowledge, 

abilities and skills to influence taxpayer’s willingness to pay tax by instituting on 

proper education and enforcement on the available tax by – laws in order to enhance 

local revenues. Moreover, these research findings will create more knowledge and 

information to future researchers and academicians as it increases inputs to the 

existing literatures on local government tax revenues. Also, the research work can 

become a role model in conducting similar researches in other communities of 

Tanzania and other countries. 

1.6 Organization of the Dissertation  

This dissertation is divided into five chapters, Chapter one presented an introduction 

of the study which includes; background information, statement of the problem, 

research objectives, research questions and significance of the study. The second 

Chapter covers literature review which includes; definition of the key terms, 

theoretical and empirical literature, and the conceptual framework. The third Section 

discusses the research methodology. Whereas the fourth Chapter presents the 

findings of this study and fifth Chapters cover discussion of the findings and 

recommendations of the study, respectively. 

 



 

6 

CHAPTER TWO 

LITERATURE REVIEW 

2.1 Definitions of Key Terms 

Entrepreneurship Is the process of designing, launching and running a new 

business, which is more often than not, initially a small business, offering a product, 

process or service for sale or hire, (Magutu. O. 2010) 

Revenue Is the source of funds from the internal financial resources (businesses) 

which are essential at ensuring that, resources were budgeted or allocated on the 

LGA activities in an efficient ways such as the provision of infrastructure like good 

roads, stable power supply, stable water supply, (Ndunguru, A. 2009) 

Tax avoidance Is the legal usage of the tax regime in a single territory to one's own 

advantage to reduce the amount of tax which is payable by means that are within the 

law. Tax sheltering is very similar, although unlike tax avoidance tax sheltering is 

not necessarily legal, (Machogu and Amayi, 2013). 

Tax willingness This means, making tax payments and producing and submitting 

information to tax authorities on time and required formats. 

Tax Evasion Is the illegal evasion of taxes by individuals, corporation and trusts. 

Tax evasion often entails taxpayers deliberately misrepresenting the true state of their 

affairs to the tax authorities to reduce their tax liability and includes dishonest tax 

reporting, such as declaring less income, profits or gains than the amounts actually 

earned, or overstating deductions, (Ameya et al., 2015) 

2.2 Theoretical Literature Review 

2.2.1 Theory of Deterrence  

The theory assumes that, tax compliance can be achieved through a number of 

approaches and these could be by both punitive and persuasive. In the use of the 

punitive nature of the deterrence theory, it can take the form of increasing the 

probability of being detected and increasing the tax rate or alternatively through the 

imposition of tougher penalties, (Frey et al., 2002). 

https://en.wikipedia.org/wiki/Business
https://en.wikipedia.org/wiki/Small_business
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It can also take a form of providing better taxpayer education and increased 

advertising of incentives in instances of being compliant (Chauke and Sebola, 2016). 

The theory is related to the study problem as it further suggest that, since tax morale 

is a complicated interaction between taxpayers and the government, taxpayers need 

to maximize their moral utility hence emphasize increased audits and penalties as a 

solution to compliance problems (Nzota, 2017).  

Based on the economic point of view, it is suggested that, taxpayers’ behavior is 

influenced by economic motives, such as profit maximization and probability of 

detection (Allingham and Sandmo, 1972). 

2.2.2 Psychology Theory 

The theory psychology explained that, taxpayers are influenced to fulfill with their 

tax obedience. Psychology based on the taxpayers’ morals and ethics. This theory 

suggests that, a taxpayer can obey even when the chance of discovery is low 

(Livingstone and Haslam, 2008).  

The opposite to the theory of the deterrence that emphasizes additional penalty as 

answer to fulfillment issues, psychology theory lays highlighting on shifting person 

attitudes towards tax systems. Thus, one tool of shifting taxpayers’ attitude to tax 

matters is tax instruction. The theory assumes that enhanced tax education would add 

to good perceptions to tax fulfillment and vice versa (Kirchler, 2007). 

2.2.3 The willingness to pay theory  

Theoretically underpinnings how people are willing or not willing to pay taxes are 

well discussed under this theory of willingness to pay (WTP).  The idea of paying 

taxes is developed through two sub concepts; they are the concept of willingness to 

pay and the thought of taxes. Initial and foremost, the willingness to pay is a worth 

for which person is willing to pay, give up or replace anything to obtain goods or 

services. Next is thought of taxes, a unavoidable levy, imposed by the state or other 

tax raising body, on income, expenditure, or capital assets, for which the taxpayer 

receives nothing specific income back, (Lymer and Oats, 2012). 

Based on the clarification of the three sub-concepts above, a meaning for the 

willingness to pay taxes is well improved and is associated with different conditions 
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in the state. In this context, the theory of willingness to pay would enable to provide 

relationships which exist between taxes and small scale entrepreneur’s willingness to 

pay taxes (Mativo, M.P et al, 2015) 

2.3 Empirical Literature Review 

The section reviews a variety of preceding studies that have been completed by other 

researchers, which relate to the study problem. These include empirical literature 

regarding the knowledge and understanding of tax rules among small scale 

entrepreneurs; attitude held by small scale entrepreneurs and their manipulate on 

their willingness to pay taxes and challenges faced with the small scale entrepreneurs 

in paying taxes. The empirical literature reviews are as follows. 

2.3.1 Small Scale entrepreneurs’ attitudes towards their willingness to pay taxes 

A Study in Austria conducted by (Torgler, 2005) about what shapes the attitudes 

towards paying Taxes.  Evidence from Switzerland, Belgium and Spain, The results 

revealed some of the factors that strengthen revenue collection in their local 

Authorities these include good tax policies and rules and regulation also good 

governance practices by most local governments these environment produces high 

tax morale among taxpayers. Furthermore observed that if personal observe others 

avoid taxes, the willingness to pay taxes decrease.  However, there is a lack of 

empirical proof in the tax obedience literature that investigates attitudes towards 

paying taxes in Europe as well as in Africa, (Torgler, 2005) 

The attitudes of taxpayers are prejudiced by factors which finally manipulate 

taxpayer’s manners. Factors are differing from others and are many. In understanding 

small scale entrepreneurs attitude towards their willingness to pay taxes, then tax 

morale was one of the issues discussed here. It is said that, morale of tax has many 

characteristic which are prejudiced by a selection of aspects.  

Different research recognized variety of factors that influence tax morale. Factors 

such as: the tax authority, tax system, compliance perceptions, trust in officials, and 

the willingness to obey having a relatively strong impact on tax morale. (Torgler and 

Schaffner 2007).  
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Willingness to pay taxes is influenced by their attitudes on tax, such as the condition 

of the country's system of tax administration, the service to the taxpayers, the 

enforcement of tax laws and the tax rates,( Devano and Rahayu, 2006). Furthermore, 

according to Sanjaya (2009), the willingness to pay taxes is prejudiced by the 

opinion of tax penalties, public understanding of paying taxes, the view of tax 

officers, and the perception of relieve in the implementation of the tax system. 

According to Tumsifu (2015) who conducted a research about the attitude towards 

tax compliance among Tanzanians SMEs, results found out that, to a large extent, 

SMEs’ compliance was found to be influenced by such characteristics, as an emotion 

that business owners paying a fair tax tend to motivate taxpayers to obey. Otherwise, 

if there is a feeling that the tax to be paid is unfair, they tend to shy away or avoid 

tax. Secondly, if reasons for paying taxes are recognized well among tax payers, they 

make it easy and stimulate as well as accelerate tax compliance. Thirdly, majority of 

respondents reported that, tax payers will comply if tax laws are easy to understand. 

This makes it easy for SMEs to follow through and fulfill their obligations. 

Another study regarding the attitude and perception by Aiko (2013) has shown that, 

almost 25 % of the citizens in Tanzania reported that, taxes were too high, 25% 

reported that, people cannot afford to pay, also 15 % reported poor services they 

receive from government.  

In the same vein Aiko (2013) urgued that, the tax system is unfair (10%), 

Government wastes tax money (5%), Government officials steal tax money (4%), 

Government does not listen to them (2%), They know they will not be caught (2%), 

Ignorance (1%).  

Therefore, these literatures starting from globe to local perspective suggests that, 

small scale entrepreneurs feel complying with taxes when they observe that tax 

system is fair, this may be in terms of the quality of services they receive, tax rate as 

well as understanding well the reasons, for paying taxes.  

Passing through the literature, issue of taxpayers’ readiness to pay tax is still 

soundless and undocumented for that reason this study will focus to gain more 

understanding about it.  
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2.3.2 Constraining factors towards small scale entrepreneur’s willingness to pay 

tax 

A survey study conducted in Italy and the United States (US) on tax compliance 

revealed that, Italians comply less significantly on tax payment than Americans. Tax 

avoidance was highly accompanied with the trust in government officials and poor 

institutional quality. However, more revenue collection was associated with 

increased transparency by specifying what citizens tax money was funding, efficient 

allocation of public goods and enforcements through penalties, (Cochran, W.G, 

1977) 

A study conducted in Ghana by Ameya et al 2015 observed that, the major 

constraints faced by tax payers are non-accountability of the government. This has 

led to the increased need of funds for the nation’s performance. Hence, to overcome 

such a situation the government increased tax rates to tax payers, which also ended 

up humiliating the citizens. Secondly, lack of trust worthy, in Ghana community the 

SMEs have no faith towards tax collected by the LGAs despite the idea that, taxes 

are used for general beneficial purpose of the economy but yet they claim that taxes 

collected are not used for intended purposes as planned.  

Thirdly the substantial changes to tax laws, are complex to the extent that tax payers, 

face difficult procedures at paying taxes hence deteriorating their willingness to pay 

taxes (Ameya et al.,2015). Findings in the West African countries (Nigeria) asserted 

that, multiple taxation as a major challenge that affects SMEs performance in Nigeria 

(Adebisi and Gbegi, 2013). 

A study conducted in Kenya onfactors affecting utilization of Electronic Tax 

Registers (ETRs) in small and medium enterprises particularly in Nairobi, this study 

indicated that willingness to pay taxes was influenced by trainings to tax payers on 

use of ETR machines; in Nairobi business owners are given a little education on use 

of such machines. Also ETR machines increases cost to SMEs business leading to 

high costs of their business this also limit tax compliance by tax payers. Also 

according to Mativo et al. (2015), tax payer’s willingness to pay or not to pay tax is 

influenced by punishment by law. 
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 Therefore whoever ignores tax rules should be reminded by the law. Gilligan and 

Grant (2005) highlighted that; a progressive tax system is one of the most important 

variables that can influence tax willingness behavior.  

Also, study from Kilwa concerning constraints facing small and medium 

entrepreneurs towards tax payment in local government authorities indicated that, 

SMEs willingness to pay tax was  influenced by the feeling of tax payers that they 

were paying high tax amounts compared to the size of their business, hence, feeling a 

loss in production rather than benefits. In addition a little returns on tax paid, lack of 

confidence on the use of government money, the methods and procedures taxes are 

collected affect SMEs’ perspectives towards taxation since people reduce trust on 

local government revenue collection. However findings show that tax evasion and 

avoidance is directly proportional to inflexible and uncertain approaches to collect 

taxes, fees and charges (Machela, 2013). 

Moreover a study concerning medium taxpayers’ compliance in paying taxes 

conducted in Kilimanjaro, Tanzania by Mlay (2015) portrayed that, taxpayers faces 

some difficulties that undermine their willingness at paying taxes otherwise without 

such drawbacks taxpayers would eagerly pay taxes without any problem, (Mlay, 

2015) 

Such drawbacks are poor knowledge on tax system applied, lack of patriotism among 

taxpayers, wrong perception of taxpayers, the influence of VAT rates on VAT 

compliance, too many taxes, cumbersome procedure involved in payment of VAT, 

harsh customer care, corruption by tax officers, and people selfish behavior. 

Furthermore even though tax compliance is parallel to tax rates, but willingness to 

comply if not shaped by tax morale, that means even the tax compliance will be low 

(Mlay ,2015). 

Study by Nkanyanga (2014)  concerning challenges facing Local Government 

Authorities in revenue collection  at Kiteto  concluded that, taxpayers willingness to 

pay taxes is influenced by factors which affect revenue collections in LGAs  like 

payment infrastructures, community awareness and employee motivation. Findings 

emphasizes that, tax payers in LGAs will be motivated mostly at paying taxes in case 
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the authorities will review their current policies, strategies and plans on revenue 

collection this will increase taxpayer willingness to pay taxes parallel to increase in 

revenues. Again Nzota (2017) revealed that, tax compliance among small business 

taxpayers is highly influenced by taxpayers’ awareness on the importance of paying 

tax and tax morale. Therefore literature suggests that, tax payment by small scale 

entrepreneurs found to be an issue mostly in developing countries than developed 

countries. This has led to a significant underdevelopment in most developing 

countries. 

Also in Tanzania a cross-sectional descriptive research was done, specifically it was 

conducted in Mwanza Region (Machogu and Amayi, 2013) the outcome revealed 

almost 85% of the interviewers, admitted to understand and contain essenticial 

knowledge on tax procedures and regulations, also 15% indicates  of the interviewers 

indicated the understanding on the basic tax laws was not improved.  

Moreover, 78.7% on the participants have the same views that education on taxpayer 

has been able to know raising awareness rights of taxpayer obligations. About 21.3% 

number of interviewers has the view that education on taxpayer does not have 

significant impact on understanding and raising awareness on the rights of tax 

payers. 83% of the interviewer agreed that the clear understanding on the procedures 

of paying tax is enhanced through education on taxpayers, the other side 17% of 

interviewers argued that despite of provision of education on tax issues they 

received, the understanding on the procedures of paying tax was not clear. About 

80% of responses from tax officers argued that the returns were paid timely; on the 

other hand the remaining 20% of tax payers were not stuck inside specified time and 

would result into penalties and fines for late satisfying, (Machogu and Amayi, 2013). 

2.4 Conceptual Framework  

According to Kombo and Tromp (2006) the conceptual framework consists of three 

variables, namely independent variables, intermediate variables and dependent 

variables. It shows how variables interrelate in the study. Independent variables 

describe the existing situation while dependent variables describe effects, outcomes 

or results.   
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Figure 1 below, presents how variables interrelate in the study, tax education on tax 

laws, procedures, policies, rules and regulations, economic status, taxpayers’ attitude 

and nature of taxation system are expected to have an effect on local taxpayers’ 

willingness to pay tax positively or negatively. Taxpayers are fully expected to be 

willing to pay taxes, if they are aware of the tax laws, procedures, policies and 

obligations from the education provided. 

It is also expected that, if local taxpayers are satisfied with the nature of the taxation 

system employed, they will have a high trust with the government officials, and a 

close cooperation with tax collectors at ensuring local revenue collection. The vice 

versa of these statements is true. 

 

 

 

 

 

 

 

 

 

 

Source: Researcher’s idea Own Construction, (2020) 

Figure 1: The Conceptual Framework  
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wrong perception of taxpayers (Mlay, 2015), inappropriate enforcement, complexity 

of the by-laws, unsatisfactory return in form of service delivery and absence of 

trustworthiness in the local government (Mwansele, 2014), multiple taxes, increases 

of corruptions, poor infrastructures as well as unfriendly language used by tax 

collectors (Asuquo, 2014), and unfair tax system (Marti et al, 2010).   

However, most of these studies were unable to employ both qualitative and 

quantitative approaches in their study which allow methodological flexibility, 

collects rich comprehensive data as well as it gives a voice to the study participants 

and ensure that study findings were grounded in participants’ experiences (PCMH, 

2017).  

In addition, a little has been documented on perception, attitude and awareness 

regarding willingness of small scale entrepreneurs at paying tax. Therefore, this 

study has intended to examine small scale entrepreneurs’ willingness, to pay tax at 

enhancing local government revenue collection. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Study Area  

The study was conducted in Dodoma City Council; of Tanzania, it is the capital city 

of the United Republic Tanzania. City is originated in the Central zone in Tanzania, 

and lies between Latitudes -6
o
.10’ and 19

o
.96’ South of the Equator and between 

longitudes 35
o
.44’ and 22

o
.09’ East of Greenwich.  With a population of 2, 083, 588 

according to the population and housing census of 2012. The climate is local the 

steeple to climate, and has  a little rainfall throughout the year, the average 

temperature in Dodoma is 22
o
C /72.6

o
F with rainfall ranging between 564 per 

annum, falling in a single season from November to May, thus climate supports 

sunflower and grapes productive, livestock, beekeeping, trade and cooperatives as 

productive sectors in the City. The reasons for selecting this area is that, Dodoma 

City is among of the fastest growing cities in Tanzania demographically and 

economically, comprising a large number of small business taxpayers with a low 

compliance of paying taxes to the LGAs (Lunojo, 2016).  

3.2 Research Design  

The study has employed a cross sectional research design; which enabled the 

researcher to collect data directly from the participants by using questionnaires and 

interview (Krishnaswami and Ranganatham, 2005). The design specifically was 

chosen because the study has involved large number of cases or units and ability of 

drawing generalizations about a large population on the basis of a representative 

sample (Adam and Kamuzora, 2008). 

3.3 Sampling Procedures  

The study has employed both quantitative and qualitative approaches. Cresswell 

(2009) argued that, a mixed method approach is an approach to inquiry that 

associates both qualitative and quantitative forms, to come up with the findings 

which are more comprehensive, holistic and integrates various aspects of the 

problem investigated. 

Firstly, 3 Wards in Dodoma were randomly selected among the 41, from the selected 

Ward, Majengo, Viwandani and Madukani Ward were purposively selected due to 
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availability of large number of entrepreneurs and Income Generating Activities 

(IGA).  Random sampling technique was used to select respondents from both 

intervention wards.  

3.4 Target population and sample size  

3.4.1 Target Population 

A target population refers to the set of units or elements with similar features to 

which the inference is made (Kothari, 2004). So, the target population of this study 

was the local market sellers in Dodoma City Council. 

3.4.2 Sample Size  

As Amugune (2014) pointed out, a mere size alone does not ensure 

representativeness of a sample, but a well selected sample may be superior to a larger 

but badly selected sample. Hence, the sample size should neither be too small nor too 

large. This means it should be optimum.  

Since the population of small business taxpayers is not known then the formula to 

obtain a sample size of  an unknown population by Cochran’s (1977) was used 

whereby, the research had involved a total of 150 respondents’ who were randomly 

selected from the council. 

To obtain sample size of the unknown population: 

 

 

Where, n = sample size required 

      e= Acceptable margin of error for proportional being estimated 

      z= confidence level 

      p= probability of success 

      q=probability of failure 
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3.5 Data Sources and Collection Methods  

3.5.1 Data Sources  

The study has employed primary data as the main source of data. Primary data are 

those which are collected direct from the field (Adam and Kamuzora, 2008). Hence 

for the purpose of this study, data were collected direct form small scale 

entrepreneurs in the study area.  

Secondary data are those which have already been collected by someone else and 

which have already been passed through the statistical process (Thi Ut, 2013).  In 

this study secondary data were obtained from different sources such as City profile, 

office documents, and reports relevant to the research problem as well as pamphlets, 

magazines and books. 

3.5.2 Data Collection Techniques and Tools  

3.5.2.1 Interview Method 

An interview is a purposeful discussion between two or more people (Kain et al., 

1957). In this study, the interviews have covered respondents who were the small 

entrepreneurs because they are the one responsible for paying taxes by law; and the 

key informants (local government officials).  

The information gathered by using this method was related to attitudes, knowledge 

and constraints facing entrepreneurs in paying taxes. Checklists have been used to 

solicit information from key informants. 

3.5.2.2 Questionnaire survey 

The method was used to collect information from the selected respondents by using a 

questionnaire. A questionnaire is a means of eliciting the feelings, beliefs, 

experiences, perceptions, or attitudes of some sample of individuals (Key, 1997).  

In this study, questionnaires which were used comprised both open-ended and 

closed-ended questions which were asked to the small scale entrepreneurs. Open-

ended questions though difficult to analyze, stimulate a person to think hence 

respondents might give an insight into their feelings, interests and decisions 

(Mugenda and Mugenda, 2003). 
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3.5.2.3 Documentary Review 

A documentary review was revised from the annual, semi annual and quarterly 

reports, prepared by the department of finance and trade in the Dodoma City Council 

also more documentation was from the budget speech (URT 2017/18/19), 

government budget for financial year 2017/18 and financial year 2018/19. 

3.6 Data Processing and Analysis 

3.6.1 Data Processing  

In this study data were processed through editing, compiling, and classification, 

coding and summarizing manually, in order to eliminate errors. Moreover, in order to 

draw conclusion data collected from the primary source by using the structured 

questionnaires were summarized, edited and coded before entering them into a 

computer for analysis. 

3.6.2 Data Analysis 

The following section describes how each of the specific objectives of this study was 

analyzed; 

To analyze the attitudes of small scale entrepreneurs on tax payment was the first 

objective, to achieve this objective, the researcher asked small scale entrepreneurs to 

fill in the questionnaires specifying on the perception, taxpayers morale, and 

taxpayer moral belief and their willingness to pay tax at local market sellers in 

Dodoma City, a five point likert Scale was used to collect analyze data for all items 

related to the attitudes held by small entrepreneurs towards paying taxes,  1= 

Strongly agree, 2=Agree, 3= Uncertain 4=Disagree, and 5=Strongly disagree and  

results were combined and summarized by weighted mean. 

To assess small scale entrepreneurs knowledge on tax system applied by local 

government also a five-point likert scale was used that is 1=Strongly agree, 2=Agree, 

3= Uncertain 4=Disagree, and 5=Strongly disagree and the results were combined 

and summarized by weighted mean. 

A cross tabulation and chi-square also were employed in order to find the 

relationship which existed between variables such as attitude versus paying tax. 
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To analyze factors affecting small scale entrepreneurs willingness to pay tax. 

Quantitative information on factors affecting small scale entrepreneur’s willingness 

to pay tax in the study area were analysed by using a logistic regression analysis.  

3.6.2.1 Model of Analysis  

Logistic Regression model was preferred over the linear probability model because it 

overcomes the disadvantageous of LPM. It allows the predicted probabilities to lie in 

the given range of 0 and 1. Also, allows the independent variables to be non linearly 

related to the probabilities (Gujarati, 2004). Logistic regression model was used to 

determine the small scale entrepreneurs’ willingness to pay tax at enhancing local 

government revenue collection in the study area. Logistic regression model is useful 

for this kind of a situation where we want to predict the presence or absence of an 

outcome based on values of a set of predictor variables (Maddala, 1983). 

In the analysis there was an outcome of the responses, small scale entrepreneurs’ 

willingness to pay tax at enhancing local government revenue collection (Yes or No).  

In  this study Yi was the random response variable, the study  assumes that Yi take 

on the values 0 or 1, where 0 denoted the non-occurrence of the event in question  

and 1 denoted the occurrence. If X1,……………………,Xn  are characteristics to be related 

to  the conditional probability of event i.e. Y=l given the values of X1, 

……………,Xn  is as follows:  

P(Y) =l/ (l+exp-(α - Σßixi) ……………………………………. (1) 

To linearize the right hand side we will apply a logit transformation by taking 

logarithm of both sides, therefore will have: 

Logit P(Y) = α - Σßixi ………………………………..…….….. (2) 

The complete model will be presented as follows 

Y= βo + β1 X1 + β2 X2+ β3X3 + β 4X4 + β5X5 + β6X6 + e ……………………… (3) 

Whereas;  

Yi = {1 if success (small scale entrepreneurs are willing to pay tax)  
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 = {0 if failure (small scale entrepreneurs are not willing to 

pay tax) 

C= Constant term. 

Xi = Independent variables  

D1=Age (Measured in years) 

D2 = Business experience (Measured in years) 

D3=Education level (Years spend in schooling) 

D4=Training (YES =1, NO=0) 

D5=High tax rate (YES =1, NO=0) 

D6= Poor method of payment (YES =1, NO=0) 

D7=Misplacement of records (YES =1, NO=0) 

D8= Disorganized management (YES =1, NO=0) 

D9= Local method of estimation (YES =1, NO=0) 

D10=Tax information (YES =1, NO=0) 

D11=Government policies (YES =1, NO=0) 

βo= Logistic coefficients for independent 

variables 

 e =Error term  

3.7 Reliability, Validity and Ethical Consideration  

3.7.1 Reliability 

Since any study is subjected to different sources of errors, validity assessment is 

essential for any research. Prior model testing, the study undertook a reliability test, 

since in using different likert scale questions in measuring variable, one needs to 

check for internal consistency associated with scores that can be derived from the 

scale, reliability test was done by using this is relevant in crosschecking the 

Reliability which refers to the repeatability, stability and consistency of findings 

when the research is carried, (Twycross and Shields, 2005). 

 In this work, reliability was realized from data that are usually documented reviewed 

and revised from the annual, semi annual and quarterly and by using multiple source 

of data collection also, the pre test method was used where a few questionnaires were 
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provided to the respondents three weeks before the actual study, therefore, the actual 

study was conducted and the answered were compared which yielded almost the 

same result.  

3.7.2 Validity  

Validity refers to the credibility or genuineness of the inquiry or research. It explains 

the extent to which a research study actually investigates what the researcher claims 

to investigate (Nunan, 1992). Validity is concerned with whether the study 

investigates the right concept or not.  

The validity also was censured by the model validation and was done to check how 

the research value fits on the historical data. It was found that the data matched the 

observed data, to ensure that the model fit well the historical data. 

3.7.3 Ethical Consideration  

Research ethics simply refers to codes, rules and principles which were following 

during the whole process of conducting research. Therefore, for the purpose of 

maintaining the ethical considerations of this study given the nature of data collected, 

the researcher explained clearly the purpose of the study, which was to assess small 

scale entrepreneur’s willingness to pay tax at enhancing local government revenue 

and assured them a high degree of confidentiality over the information that they was 

provided. It is worth noting that the willingness of entrepreneurs to participate was 

requested as a prior condition. 

Furthermore, an introduction letter and consent request  was provided to the 

respondents,  stated clearly and guarantee the participants that the information 

provided will not be made available to any other person who was not be directly 

involved in the study.  
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CHAPTER FOUR 

ANALYSIS AND DISCUSSION OF THE FINDINGS 

4.1 Respondents Demographic Variables 

The analysis of the general characteristics of the respondents in this study includes 

the following gender, age, marital status, education levels, business nature, and 

business experiences as shown in Table 1.   

Table 1: Socio-economic Characteristics of Respondents (n= 150) 

Variable n % 

Age of the respondents    

18-28 years 63 42.0 

29-39 years 70 46.7 

40-50 years 14 9.3 

51 and above years 

Total  

3 

150 

2.0 

100 

   

Sex of the respondents    

Male 50 33.3 

Female 

Total 

100 

150 

66.7 

100 

   

Marital status of the respondents    

Married 47 31.3 

Single 13 8.7 

Separated 62 41.3 

Widow 

Total 

28 

150 

18.7 

100 

   

Education level    

Primary 92 61.3 

Secondary 32 21.3 

Collage education 

Total   

26 

150 

17.3 

100 
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Business nature   

Wholesale business 34 22.7 

Retail business 

Total  

116 

150 

77.3 

100 

   

Business Experiences   

Months 24 16.0 

An year 11 7.3 

More than an year 

Total  

115 

150 

76.7 

100 

 

4.1.1 Age of Respondents 

Results in Table 1, shows that, 42. % of the respondents were in the age group of 

between (18-28) years followed by 46.7 % of the respondents who had age between 

(29-39) years, 9.3% were in age between (40-50) years and (2.%) of the respondents 

had age of 51 years and above. This indicates that more youth (18-39) years seem to 

participated most in small businesses than other age groups in the study area as their  

sources of income and hence contribution to local government revenue collection as 

tax payers. This is due to the fact that youth are more active in performing income 

generating activities (Mwakalalila, 2005). In addition results shows that most local 

market sellers were mature in terms of age and hence, they were able to provide 

relevant information on their attitudes, knowledge and readiness towards tax 

payment.  

4.2.2 Gender of Respondents 

Results in Table 1, show that more than half of respondents were females whom 

accounted for almost 66.7%, and males account for 33.3% of the studied population. 

Furthermore the results revealed that most local market sellers affected with local tax 

payment are female as they are mostly involved in local market business activities 

compared to their counterparts. However the contrary to a study in Kiteto District 

Council by Nkanyanga (2014) who found that male were dominant players at the 

local market than female. 
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4.2.3 Marital Status 

Results have shown that 41.3 % of the respondents were married, while 18.7 % were 

single, 21.3% were separated and 18.7% of the respondents were widows. The study 

was interested to investigate on the marital status of the respondents so as to know 

the married and non-married are, the business nature they own and the way they 

perceive tax payment. The results imply that both married and non-married small 

scale entrepreneurs are engaging in local business and they pay tax to ensure local 

government revenue collection in the study area.   

4.2.4 Education Level 

Among the surveyed respondents about (61.3%) had attained primary education 

while, 21.3 % had a secondary education and the rest about 17.3% had attained 

college education. That majority of respondents in this aspect were primary school 

leavers, showing that trainings especially in tax expertise are needed to enhance tax 

revenues since education enables taxpayers to understand the tax laws and 

procedures (Mathieu et al., 2010). 

4.2.5 Business Nature 

Among the surveyed respondents findings in Table 1 shows that 77.3% of the 

respondents were involved in retail business while, very few about 22.7% were 

involved in wholesale business. The results revealed that majority of the respondents 

were involved in retail business which affects tax compliance. (Adebisi and Gbegi, 

2013) recommended that taxpayers are more liable to pay tax only incase their 

business sizes are reasonable and large. 

4.2.6 Business Experience 

Regarding the business experience as shown in Table 1 the results reveals that, 

76.7% of the sampled small scale entrepreneurs had more than one year business 

experience of trading at the local market, followed by 16.0% worked for months, 

while 7.3% of the local market sellers had worked for a year.  This shows that a good 

number of local market sellers in the study area had trade in the respective market for 

a significant period of time. These findings are related to Nkanyaga (2014) that data 

collected is of worth as most of the respondents were in a better positioned to tell 
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issues pertaining to local tax collection, and the way they perceive the existing 

systems.  

4.3 Small Scale Entrepreneurs’ Attitudes towards Tax Payment in Dodoma City 

Council 

In this study, variables such as perceptions, moral beliefs, taxpayer’s morale and 

their relationship to willingness to pay tax were discussed. 

4.3.1 Taxpayers’ Perceptions towards Tax Payment 

The respondents were given seven statements to measure respondent’s perception on 

tax payment. The findings regarding to the statements were summarized and 

presented in table 2 

Table 2: Respondents’ Perceptions towards Tax Payment 

Statements Weighted mean 

score 

Tax payers are  comfortable to pay tax when there is Justice in 

tax system (PI)  

4.66 

Unsatisfactory returns from tax paid in terms of service delivery 

discourage tax payment compliance (P2) 

4.57 

Positive government image on tax collected encourage  tax 

payers  to pay tax (P3) 

4.12 

Tax payers feel comfortable with tax payment when they  have 

high trust with government officials (P4) 

4.12 

Bad customer care results to tax payments resistance (P5) 4.01 

Rewarding the most committed tax payers  influence  tax  

payments (P6) 

3.78 

Tax payers   comply with  tax payments   when  they find peer 

groups are paying taxes (peer attitude) (P7) 

2.74 

 

The results in Table 2 reveal that the responses with high weighted scores were: Tax 

payers are comfortable to pay tax when there is Justice in tax system (PI). This 

follows by response on unsatisfactory returns from tax paid in terms of service 
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delivery discourage tax payment compliance (P2), positive government image on tax 

collected encourage tax payers to pay tax (P3), Tax payers feel comfortable with tax 

payment when they have high trust with government officials (P4) and bad customer 

care results to tax payments resistance (P5). Few statements  which had lower 

weighted scores are: rewarding the most committed tax payers  influence tax 

payment  (P6 ) and Tax payers   comply with  tax payments   when  they find peer 

groups are paying taxes (peer attitude) (P7). 

Based on the information results provided on service delivering, one of the 

respondents provided his comment as: 

“There is no positive impact of tax collected to the government in 

terms of social services delivered. We have no good health 

services, marketing centers are poor, poor waste disposal leading 

to a polluting environment. If this is the case why should I pay 

taxes?” 

The study finding concurred to those of Fjeldstad et al. (2013) which stated that the 

better quality satisfactory services provided by the government to the public, the 

better the public feels complying with the tax. This implies that only incase taxpayers 

perceive that the government is effectively and efficiently utilizing revenues from 

taxes without wastage is the time they would friendly comply with taxes without 

trouble. Unrelated results were observed by Schneider (2006) and Nkwe (2013) who 

concluded that, small scale entrepreneurs did not pay taxes due to peer influence 

instead they pay taxes due to intrinsic motivation and its usefulness to the general 

economy. In similar vein, Trivia (2009) reported that, in a society where majority do 

not comply with tax, few compliant taxpayer’s may be depressed. 

4.3.2 Taxpayers Morale towards Tax Payment 

Respondents were guided with nine questions (M1-M10) that measured their morale 

towards tax payment. A five-point likert scale that is 1=Strongly agree, 2=Agree, 3= 

Uncertain 4=Disagree, and 5=Strongly disagree was used to obtain information from 

the respondents,  the results regarding this variable were combined and summarized 

by weighted mean score as shown  in Table 3. 

Table 3: Weighted mean score for respondents’ morale towards tax payment 
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Statements  Weighted mean 

score 

High tax  rates compared to size of the business demoralizes the 

morale to pay  tax (M1) 

6.21 

The fear of tax punishments (tax fines and penalties) encourage  

taxpayers willingness to pay tax (M2) 

6.20 

Fear of audits encourages taxpayers morale to pay tax (M3) 5.88 

Financial constraints discourage taxpayer morale in paying tax 

(M4) 

5.82 

Cumbersome procedures to pay tax discourages tax compliance 

(M5) 

5.74 

Easy understanding of tax laws, encourages taxpayers morale to 

pay tax (M6) 

5.65 

Inefficient expenditure of tax revenues impacts the morale to pay 

tax (M7) 

5.36 

Multiple taxes decrease  taxpayers morale of paying tax (M8) 5.08 

Individual factors such as gender, age, education level and 

occupational status influences taxpayers morale of paying tax 

(M9) 

3.79 

 

The results  in Table 3 show that out of the nine statements mentioned, responses 

with high weighted mean score were; high tax rates compared to size of the business 

demoralizes the morale to pay tax (M1) and; the fear of tax punishments (tax fines 

and penalties) encourage taxpayers willingness to pay tax (M2). Others include: fear 

of audits encourages taxpayers morale to pay tax (M3), financial constraints 

discourage taxpayer morale in paying tax (M4) and cumbersome procedures to pay 

tax discourages tax compliance (M5), easy understanding of tax laws encourages 

taxpayers morale to pay tax (M6), inefficient expenditure of tax revenues impacts the 

morale to pay tax (M7) and multiple taxes decrease taxpayers morale of paying tax 

(M8).  Only the statements with individual factors such as gender, age, education 

level and occupational status influences taxpayers morale of paying tax (M9) had the 

lowest weighted mean score. 
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Based on the results, one of the respondents was noted to complain on the size of 

business and tax charged as reported: 

“My business capital is only Tshs. 500,000 but I am paying more 

than 10% of the profit I incur, this is very discouraging both to run 

the business as well as to pay taxes willfully…..” 

Similar case was observed by Torgler (2001) and Adebisi and Gbegi (2013) revealed 

that there is a positive relationship between the two variables that is, SMEs size and 

tax rates. This implies that ability of small scale taxpayers to pay tax depends to the 

volume of the business and profit made. Again, Similar arguments were presented by 

Torgler et al. (2003), who documented that continuous audits and penalties acts as a 

catalyst for people’s motivations towards tax payment otherwise, under low audit 

expectations and penalties the expected risk of tax evasion is high. In a similar vein, 

Nkwe (2013) provided a clear explanation regarding individuals’ attitude. The 

findings indicated that respondents paid tax timely because they were scared of tax 

fines, penalties and audits.  

In contrary to the findings a study by Machogu and Amayi (2013) claimed that 

individual differences such as gender, age, education level, and moral, personality, 

circumstances and personal assessment of risks are positively correlated to tax 

morale. Also Kirchler (2007) and Loo (2006) identified Socio demographic 

characteristics such as age, level of education, level of income and gender as factors 

that influence tax payment. 

4.3.3 Taxpayers Moral believes Towards Tax Payment 

Respondents were provided with statements (B1-B7) which measures their moral 

believes on tax payment. They were supposed to agree or disagree on each statement 

given. The results were computed into weighed mean score as shown in table 4. 
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Table 4: Weighted mean score for respondents’ moral believes towards tax 

payment 

Statements Weighted 

mean 

score 

Religious believe enhances taxpayers willingness to pay tax (B1) 3.87 

A feeling that taxpayers are guilt to violate norms encourage  tax 

payment (B2) 
3.81 

People favoring  the ruling party with social democratic values tend to  be 

influenced to pay tax compared to people voting for opposition parties 

(political affiliation) (B3) 

3.80 

Taxpayers with high sense of civic duty are more stimulated to pay tax 

(B4) 
3.72 

Societal acceptance of tax evasion demoralizes taxpayers willingness 

towards tax payment (B5) 
3.06 

Intrinsic motivation increases taxpayers willingness to pay tax (B6) 2.95 

Honest as a strong personal value stimulates taxpayers willingness to pay 

tax (B7) 
2.86 

 

The results in Table 4 reveal that the responses with high weighted mean scores 

were: Religious believe enhances taxpayers willingness to pay tax (B1), followed by 

a feeling that taxpayers are guilt to violate norms encourage tax payment (B2) and; 

people favoring the ruling party with social democratic values tend to be influenced 

to pay tax compared to people voting for opposition parties (political affiliation) (B3). 

In the same table it is noted that taxpayers with high sense of civic duty are more 

stimulated to pay tax (B4) and; societal acceptance of tax evasion demoralizes 

taxpayers’ willingness towards tax payment (B5). Few statements with lower 

weighted scores were: intrinsic motivation increases taxpayers’ willingness to pay 

tax (B6) and; honest as a strong personal value stimulates taxpayers’ willingness to 

pay tax (B7).  
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From the findings, one of the cereal crop sellers reported that: 

“I am paying taxes because I clearly define tax evasion as a sin 

before God. As a christian I believe that, I will loose more money if 

I won’t pay tax…….” 

Similar to this study (Hull et al. 2012) found a positive correlation between religious 

membership and tax evasion, since church attendance as a sign of religious belief and 

faith restricts rule breaking. These results concurred to the study conducted in 

Switzerland, Belgium and Spain by Torgler and Schneider (2005) in which through 

their investigation found higher tax morale was associated more with citizens 

participated in democratic political issues. Again Feld and Frey (2002) found that 

individuals were more willing to pay tax, only when the resources supported the 

political system of their desires, regardless the system being democratic or not.  

Similar case was observed by Halla (2010) that norms as guides for individual’s 

behavior, shapes the individuals tax compliance behavior. Contrary to the findings a 

study in western countries by Yankelovich and White (1984) reported that more than 

half of the respondents paid taxes willfully regardless of whether others paid tax or 

not (honest). Again Torgler (2005) reported that intrinsic motivation to pay tax was 

highly demoralized by the way the government and other authorities treated them. 

4.3.4 The Relationship between Attitude of Small Scale Entrepreneurs and their 

Willingness to Pay Tax 

Chi-square test at (P=0.05) significant level was employed to find out the 

relationship that existing between the attitudes of small scale entrepreneurs and their 

willingness to pay tax in the study area, In this study, variables such as taxpayers 

perceptions versus willingness to pay tax, moral beliefs versus willingness to pay tax 

and taxpayer’s morale versus willingness to pay tax were discussed and presented in 

table 5 
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Table 5: Relationship between perceptions of small scale entrepreneurs and 

their willingness to pay tax at Dodoma City Council 

Statements Sig X
2 

value 

Tax payers are  comfortable to pay tax when there is Justice 

in tax system (PI)  

0.036 8.341 

Unsatisfactory returns from tax paid in terms of service 

delivery discourage tax payment compliance (P2) 

0.038 8.343 

Positive government image on tax collected encourage  tax 

payers  to pay tax (P3) 

0.637 2.541 

Tax payers feel comfortable with tax payment when they  

have high trust with government officials (P4) 

0.637 2.541 

Bad customer care results to tax payments resistance (P5) 0.006 14.566 

Rewarding the most committed tax payers  influence  tax  

payments (P6) 

0.045 9.240 

Tax payers   comply with  tax payments   when  they find 

peer groups are paying taxes (peer attitude) (P7) 

0.680 2.305 

 

The result from Table 5 shows that there was a statistically significant relationship 

between bad customer care results to tax payments resistance (P3) by P=0.006, then 

followed by tax payers are comfortable to pay tax when there is Justice in tax system 

(PI) at P=0.036, unsatisfactory returns from tax paid in terms of service delivery 

discourage tax payment compliance (P5) at P=0.038,rewarding the most committed 

tax payers influence tax payments (P7) at P=0.045.  

These study findings concur to those of Machogu and Amayi (2013) that bad 

relationship with the tax officials is a source of underdevelopment of a country as 

whole. In similar vein Tumsifu (2015) reported that tax payers will comply if tax 

procedures are easy and the system is fair. Similarly Aiko (2013) found a very close 

relationship between tax compliance and quality services provided by the 

government. 

Insignificant relationship observed on: tax payers comply with tax payments when 

they find peer groups are paying taxes (peer attitude) (P7) by P=0.680 this followed 
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by positive government image on tax collected encourage taxpayers to pay tax (P3) 

by P=0.637 and tax payers feel comfortable with tax payment when they have high 

trust with government officials (P4) by P=0.637.  

4.3.4.2 Relationship between taxpayers’ morale and their willingness to pay tax 

Table 6: Relationship between taxpayer’s morale and their willingness to pay 

tax at Dodoma City Council 

Statements Sig X
2 

value 

Corrupt government   demoralizes taxpayers’ morale to pay 

tax (M1) 

0.006 14.566 

High tax  rates compared to size of the business demoralizes 

the morale to pay  tax (M2) 

0.037 8.747 

The fear of tax punishments (tax fines and penalties) 

encourage  taxpayers willingness to pay tax (M3) 

0.013 12.182 

Fear of audits encourages taxpayers morale to pay tax (M4) 0.745 1.951 

Financial constraints discourage taxpayer morale in paying 

tax (M5) 

0.576 2.891 

Cumbersome procedures to pay tax discourages tax 

compliance (M6) 

0.047 9.621 

Easy understanding of tax laws, encourages taxpayers morale 

to pay tax (M7) 

0.663 2.398 

Inefficient expenditure of tax revenues impacts the morale to 

pay tax (M8) 

0.266 5.214 

Multiple taxes decrease  taxpayers morale of paying tax (M9) 0.299 4.891 

Individual factors such as gender, age, education level and 

occupational status influences taxpayers morale of paying tax 

(M10) 

0.772 1.803 

 

Results show that, corrupt government demoralizes taxpayers’ morale to pay tax 

(M1) shown to be statistically significant at P=0.006, this followed by the fear of tax 

punishments (tax fines and penalties) encourage taxpayers willingness to pay tax 

(M8) by P=0.013then high tax rates compared to size of the business demoralizes the 
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morale to pay tax (M6) atP=0.037 and cumbersome procedures to pay tax 

discourages tax compliance (M3) by P=0.047.  

Similar views were presented by Child (2008) who asserted that one of the main 

factors that cause inefficient in the tax system management is corruption. Unrelated 

results were discussed by (Frey, 1997) who reported that deterrence measures may 

crowd out taxpayers morale to pay tax.  

In addition, insignificant relationship between taxpayers morale and willingness to 

pay tax was noted to the following statement responses: individual factors such as 

gender, age, education level and occupational status influences taxpayers morale of 

paying tax (M10) by P=0.772 followed by fear of audits encourages taxpayers morale 

to pay tax (M4) at P=0.745 then easy understanding of tax laws, encourages 

taxpayers morale to pay tax (M7) by P=0.663,financial constraints discourage 

taxpayer morale in paying tax (M5) by P=0.576, multiple taxes decrease  taxpayers 

morale of paying tax (M9) by P=0.299 and inefficient expenditure of tax revenues 

impacts the morale to pay tax (M8) by P=0.266. 

4.3.4.3 Relationship between taxpayers moral believes and their willingness to 

pay tax 

The results from Table 7 have shown a significant relationship to the statements 

people favoring  the ruling party with social democratic values tend to  be influenced 

to pay tax compared to people voting for opposition parties (political affiliation) (B1) 

at P=0.000 followed by Religious believe enhances taxpayers willingness to pay tax 

(B7)P=0.005  then honest as a strong personal value stimulates taxpayers willingness 

to pay tax (B3) P=0.045 and a feeling that taxpayers are guilt to violate norms 

encourage  tax payment (B2) by P=0.049.  
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Table 7: Relationship between taxpayers moral believes and their willingness to 

pay tax at Dodoma City Council 

Statements Sig X
2 
value 

Religious believe enhances taxpayers willingness to pay tax 

(B1) 

0.005 15.421 

A feeling that taxpayers are guilt to violate norms 

encourage  tax payment (B2) 

0.049 9.602 

People favoring  the ruling party with social democratic 

values tend to  be influenced to pay tax compared to people 

voting for opposition parties (political affiliation) (B3) 

0.000 21.903 

Taxpayers with high sense of civic duty are more 

stimulated to pay tax (B4) 

0.530 3.172 

Societal acceptance of tax evasion demoralizes taxpayers 

willingness towards tax payment (B5) 

0.714 2.117 

Intrinsic motivation increases taxpayers willingness to pay 

tax (B6) 

0.145 6.827 

Honest as a strong personal value stimulates taxpayers 

willingness to pay tax (B7) 

0.045 9.749 

 

The results are related to a study conducted in Yemen by Ahmed and Helhel (2015) 

which documented that Muslims kindly paid taxes, as they believed that paying tax is 

a holly duty. Again similar views were documented by Feld and Frey (2002) who 

found a significant positive effect between tax compliance and an individual’s 

interests on an existing political system.  

Moreover findings have shown an insignificant relationship between taxpayers moral 

believes and willingness to pay tax to the statements; societal acceptance of tax 

evasion demoralizes taxpayers willingness towards tax payment (B5) by P=0.714 

followed by taxpayers with high sense of civic duty are more stimulated to pay tax 

(B4) at P=0.530 and intrinsic motivation increases taxpayers willingness to pay tax 

(B6) by P=0.145. 
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4.4 Knowledge among Small Scale Entrepreneurs 

In this study, variables such as knowledge on the importance of paying tax and 

knowledge on tax policies, laws and obligations were discussed. 

4.4.1 Knowledge on Importance of Paying Tax 

The respondents were required to provide information on whether they had 

knowledge on the importance of tax or not. The results were summarized and 

presented below in figure 2. 

 

Figure 2: Knowledge on Importance of Paying Tax 

4.4.1.1 Provision of Social Services 

As results show that about 89.9% of the respondents explained that they had 

knowledge on importance of tax collected as provision of public social services like 

education, water services, health care etc. This finding indicates that majority of the 

respondents had knowledge on tax benefits as it provides social services to the 

society. Similar to the findings Gitaru (2017) documented that taxpayers were 

confident with paying taxes since they had education that social services are 

improved through taxes paid.  
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4.4.1.2 Increase of Government Revenue 

Results in Figure 2 the show that 83.2% of respondents revealed that tax payment 

from businesses increases the government revenue. This implies that more than half 

of the respondents had knowledge that taxes increases the government revenue which 

motivates their willingness to pay tax. Similar case was observed by the investigation 

carried by National Bureau of Statistics (NBS 2003) which concluded that 54.3% of 

respondents had tax education and therefore they were aware that tax is a source of 

revenue to perform various economic activities.  

4.4.1.3 Stabilize Price of Commodities in the Market 

Results presented in Figure 2 reveal  that about 67.1% of respondents agreed that 

they had education that the government uses tax to stabilize prices of commodities in 

the market, which influences tax payment since stable prices is a means to country’s 

economic growth.  According to (Syed, 2003) identified that SMEs performance is 

hindered mostly with unstable prices in the market. This implies that the more SMEs 

were knowledgeable on the necessities of tax a stabilizing prices the more they will 

comply. 

4.4.1.4 Market Infrastructure Improvement 

About 58.4% of the respondents, as presented from Figure 2 above revealed that they 

were well trained that taxes are beneficial at ensuring that the market infrastructures 

are well functioning, which highly motivated them to pay tax. Similar to the findings 

Armstrong (2006) revealed that more than half of the respondents were 

knowledgeable that market infrastructures are improved as a result of taxes imposed, 

which has further improved revenue collection by the local government. 

4.4.1.5 Efficiency Resource Allocation 

Findings from Figure 2 have revealed that only 42.3% of the respondents had 

education that tax payment enables efficiency allocation of resources. This implies 

that more than half of the respondents in the study area were not aware that the 

government efficiently allocates resources through taxes paid, which harm their 

degree to comply with taxes. Nzota (2017) recommended that for taxpayers to be 

ready to comply with taxes, they should be educated on its benefits which one of 

them being resource allocation.  
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4.4.1.6 Reduction of Inequalities in Income and Wealth in the Economy 

Only about 36.2% of respondents from Figure 2 were noted to have educated that 

taxes highly controls the existing gap between the rich and the poor in the society. 

With the findings implying that most respondents in the study area were not aware of 

the usefulness of taxes at rationing continuous inequalities of wealth and income in 

the economy, which again depresses their willingness to comply with taxes. 

(Tumsifu, 2015) supported the results by commenting that, small taxpayers are more 

motivated to pay tax only when they observe that taxes are charged depending on the 

ability to pay tax.   

4.4.2 Respondents Knowledge on Tax Policies, Laws and Obligations 

Respondents were guided with a couple of questions that measured their knowledge 

on tax policies, laws and obligations. Respondents were required to point out the 

most knowledgeable statement among the list of statement provided. The results 

were summarized and presented in Figure 3. 

 

Figure 3: Taxpayer’s knowledge on tax policies, laws and obligations 

*multiple response 

4.4.2.1 Fair Tax 

Majority of respondents about 52.6%, as presented from Figure 3 were noted to be 

knowledgeable that tax imposed should be fair, that is to say it should be charged 

basing the business sizes and profit earned so as to enhance tax payment by small 
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scale entrepreneurs. These results are supported by Adebisi and Gbegi (2013) that tax 

collectors should consider the size of a particular business in tax collection so as to 

increase revenue collection.  

4.4.2.2 Tax Fines and Penalties 

Finding from Figure 3 show that, 51.3% of the respondents responded positively to 

the statement disobedient taxpayers are likely to be punished by law (tax fines and 

penalties). This implies that more than half of the respondents had knowledge that if 

they do not pay taxes they are liable to be punished by law through fines and 

penalties. In similar vein Oladipupo and Obazee (2016) observed that increase of tax 

compliance must be influenced by some factors, through fines, interest and penalties 

will make taxpayers feel a pinch and high response on paying tax.   

4.4.2.3 Tax Equality 

Results from Figure 3 have shown that about 40.3% of the respondents in the study 

area, had knowledge that every person with income source in the country is taxable 

by law. This implies that more than half of the respondents were not aware that it’s 

the responsibility of every citizen with income source to pay tax. These results are in 

contrary to the findings by Redae and Sekhon (2015) in Ethiopia where they found 

that most respondents had knowledge that it is the responsibility of every citizen with 

source of income to pay tax, which stimulated tax compliance. 

4.4.2.4 Productive Tax 

From the Figure 3, results have shown that only 39.6% of the respondents were 

observed to have gained knowledge that taxes must be productive. This implies that 

most of respondents do not have knowledge that taxes need to be utilized in a 

profitable manner, which demoralizes small scale entrepreneurs’ willingness to pay 

tax. Aiko (2013) argued that only when taxpayers perceive taxes are efficiently 

utilized without wastage is the time they would comply without trouble.  
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4.4.2.5 Taxpayers’ Rights and Responsibilities 

Results in Figure 3, results have shown further that only 38.9% of the respondents 

clearly understood their rights and responsibilities as taxpayers. This implies that 

majority of respondents were observed to have a very low understanding on their 

rights and responsibilities as taxpayers. With this picture, small scale entrepreneurs’ 

willingness to pay tax may be demoralized. Dissimilar findings were found by the 

study conducted in Mwanza city concerning effects of taxpayer education on 

voluntary tax compliance by Machogu and Amayi (2013) contended that 61.1% of 

the respondents had knowledge on their rights and obligations as tax payers.  

4.4.2.6 Tax Simplicity 

As presented in Figure 3, findings have indicated that only 36.2% of the respondents 

were capable with filling tax forms, obligations and other tax procedures by their 

own. This meaning that, the majority in the study area faces difficulties at filling tax 

obligations which in turn demoralizes their willingness to pay tax. Redae and Sekhon 

(2015) argued that respondents who are capable in filling tax forms, have high 

response on their responsibilities towards tax obligations.  

4.4.2.7 Certainty Tax Rates 

From Figure 3, findings have revealed that majority of respondents in the study area 

had no knowledge on tax rates, as to where, to whom and by what time the tax is to 

be paid while only 32.6% of respondent were aware. This implying that majority of 

small taxpayers has no information on issue related to tax which may affect tax 

compliance behavior. Similarly Elmi et al. (2015) reported that more than half of the 

respondents about 60% had no information on the tax rates and current issues on 

taxation which led to unsatisfactory revenue collection.  

4.5 Factors Affecting Small Scale Entrepreneurs’ Willingness to Pay Tax 

In this study, variables such as age, business experience, education level, tax training, 

high rate of tax imposed, local method of estimation, poor method of payment, 

misplacement of records, disorganized management, tax information and government 

policies that were assumed to influence small scale entrepreneurs willingness to pay 

tax in the study area were discussed and presented in table 8.  
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Table 8: Factors affecting small scale entrepreneurs’ willingness to pay tax at 

Dodoma City Council 

 β S.E. Wald Df Sig. Exp(B) 95% 

C.I. for 

EXP(B) 

 

       Lower Upper 

Age 
-

0.120    
0.546 0.049 1 0.825 0.887 0.304 2.584 

Business 

experience 

-

1.233 
0.512 5.808 1 0.016 0.291 0.107 0.794 

Education 

level 

-

1.254 
0.568 4.879 1 0.027 0.285 0.094 0.868 

Tax trainings 0.103 0.689 .022 1 0.881 1.109 0.287 4.279 

High tax rate 
-

2.579 
.878 8.622 1 .003 .076 .014 0.424 

Poor method 

of payment 
.339 .825 .169 1 .681 1.404 0.279 7.066 

Misplacement 

of records 

-

0.224 
0.832 0.073 1 0.788 0.799 0.156 4.083 

 Disorganized  

management 

-

2.279 
0.896 6.467 1 0.011 0.102 0.018 0.593 

Local method 

of estimation 

-

2.639 
0.832 10.070 1 0.002 0.071 0.014 0.365 

Tax 

information 
0.309 0.927 0.111 1 0.739 1.362 0.222 8.380 

Government 

policies 

-

1.191 
0.725 2.699 1 0.100 0.304 0.073 1.258 

Constant 6.519 2.248 8.409 1 0.004 678.022   
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Logistic regression analysis was used to analyze the factors affecting small scale 

entrepreneurs’ willingness to pay tax in the study area. Based on Tables for model 

summary and variables in equation (Table 9) below, it can be said that variables 

included in the model were good predictor for reporting factors affecting small scale 

entrepreneurs willingness to pay tax in the study area (Nagelkerke R
2
=0. 825). 

Table 9: Model Summary 

Step -2 Log likelihood Cox & Snell R 

Square 

Nagelkerke R 

Square 

1 61.435
a
 0.614 0.825 

 

 In addition some variables were significant in influencing the probability of 

reporting factors affecting small scale entrepreneurs’ willingness to pay tax such as 

business experience, education level, high tax rate, disorganized management and 

local method of estimation. While other variables such as age, tax trainings, poor 

method of payment, misplacement of records, tax information and government 

policies were not significant.  

4.5.1 Business Experience 

Results in Table 8 have shown that  business experience have a significant negative  

impact on willingness to pay tax (P=0.016). However it negatively affect small scale 

entrepreneurs willingness to pay tax (β2=-1.233). That is to say when other factors 

remain constant one unity of taxpayers ‘experience in business is added in the model 

tends to affect negatively taxpayers’ willingness to pay tax. Hence the findings 

implying that the more small scale entrepreneurs have experience in business the less 

they feel complying with tax. These findings are in contrary with a study conducted 

in Kenya, the study observed that taxpayers’ level of compliance to tax is influenced 

by the number of years in business, due to increased awareness of tax laws and 

procedures (Marti, et al 2010).  

4.5.2 Education Level 

As presented in Table 8, education level was one of the significant variables that 

observed to affect small scale entrepreneurs willingness to pay tax in the study area 
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(P=0.027). The finding shows that education level affect negatively small scale 

entrepreneurs willingness to pay tax (β3= -1.254). Hence when other factors are kept 

constant, one unity of education level is added in the model tends to impact 

negatively small scale entrepreneurs willingness to pay tax. This is to say the more 

small scale entrepreneurs are educated the more their willingness to pay tax is 

reduced. This is because more educated people are less likely to engage at local 

market businesses in the study area. These findings are argued by Lo and Wong 

(2015) in their study can education improve tax compliance? Evidence from different 

forms of tax education criticized that general education level only cannot enhance tax 

compliance, but a specific tax education can. 

4.5.3 High rate of Tax Imposed 

As presented in Table 8, the findings revealed that there was a significant 

relationship between high tax rate and taxpayers willingness to pay tax (P=0.003). 

However when other factors are kept constant, one unity of high tax rate is added in 

the model tends to impact negatively taxpayers willingness to pay tax (β5= -2.579). 

Thus the more high tax rate is controlled the more small scale entrepreneurs tend to 

be ready to pay tax. These findings are related with the findings by Lars (2002) that 

majority of taxpayers feel discomfort with paying taxes due to unfair rates of tax. 

With these findings implying that regulating tax rate will increase tax compliance in 

the study area. 

4.5.4 Disorganized Management 

As presented in Table 8, disorganized management was one of the significant 

variables that observed to affect small scale entrepreneurs willingness to pay tax in 

the study area (P=0.011). The finding shows that disorganized management affect 

negatively tax payment at (β8 =-2.279). This implies that when other factors remain 

constant one unity of disorganized management is added in the model, it tends to 

affect negatively small entrepreneurs willingness to pay tax. Hence the more the 

management is poorly organized the less tax payers willingness to pay tax is. 

According to Mlay (2015) unplanned management and poor customer care among 

tax official acts as a catalyst for underdevelopment of the country at whole. 
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4.5.5 Local Method of Estimation 

The results from Table 8 have shown that local method of estimation have a 

significant impact on local market sellers willingness to pay tax at (P=0.002). Again 

results have shown a negative relationship between local method of estimation and 

willingness to pay tax at (β9 = -2.639). With these findings it implying that when 

other factors are kept constant the marginal increase in local method of estimation 

tends to influence negatively small scale entrepreneurs willingness to pay. These 

findings are supported by Baurer, (2005) and  Orlando, (2008) who claimed that 

appropriate tax estimates reduces the tax burden hence high tax compliance rates.  

Insignificant relationship on factors affecting taxpayers’ willingness to pay tax noted 

on: age of the respondents by P=0.825, this followed by tax trainings at P=0.881, 

method of payment by P=0.681, misplacement of records by P=0.788 and 

government policies by P=0.100. 
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CHAPTER FIVE 

CONCLUSIONS AND RECOMMENDATIONS 

5.1 Conclusions 

Based on respondents’ attitudes towards tax payment, there were positive results 

provided from the given statements regarding their perceptions on tax system. This 

was highly noted to justice in tax system encourage tax payment and satisfactory 

returns from taxes paid motivates tax compliance, while very few respondents 

responded that peer attitudes and rewarding the most committed tax payers improves 

their compliance capacity. Also, regarding their morale on tax, majority of 

respondents admitted that the corrupt government and high tax rates demoralizes 

their willingness to pay tax, while very few revealed that multiple taxation and 

individual factors such as age, marital status, gender etc. restricts tax compliance. 

Moreover, regarding their moral beliefs positive results were noted to the statements: 

Religious beliefs enhances tax payment and a feeling that taxpayers are guilt to 

violate norms motivates tax payment, while only few responses were noted to the 

statements intrinsic motivation increase taxpayers morale to pay tax and honest as a 

strong personal value stimulates taxpayers willingness to pay tax. 

Also, basing on respondents knowledge on the tax system, it has been experienced 

that majority of respondents had low understanding of the tax system.  This was 

noted to the results from statements provided on education on the importance of tax 

compliance. The highest response were noted: taxes ensure provision of social 

service like education, health care, water etc, and increases government revenue, and 

only few respondents respondent to the statements that taxes ensure resource 

allocation and reduction of inequalities. However, basing on respondents knowledge 

on tax policies, laws and obligations majority of the respondents were noted to have 

a very little understanding on the tax system. Highest response were noted on fair 

tax and tax punishments (fines and penalties) while very few respondents were 

observed to understand that taxes should be certain, simple, productive, equality as 

well as their rights and responsibilities. 

From the study majority of small scale entrepreneurs faced some constraining factors 

that hinder their willingness to pay tax. Firstly, negative attitudes towards tax 

observed on unsatisfactory returns from tax paid, corrupt government and high tax 
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rates compared to their business sizes. Secondly, low level of understanding of the 

tax system on tax rates, tax simplicity, productive tax, equality and their rights and 

responsibilities. Thirdly high rate of tax imposed, business experience, education 

level, disorganized management and local method of estimation were noted to have a 

significant impact on taxpayers’ willingness to pay tax. 

5.2 Recommendations 

5.2.1 Recommendations for policy/ action 

The recommendations put forward to ensure increased small scale entrepreneurs 

willingness to pay tax at enhancing local revenue collection in Dodoma City Council 

were; 

 Unsatisfactory returns from tax paid: Taxpayers complained on the quality 

of services given and felt that they receive little in return from revenue paid. 

It is recommended to establish avenues to discuss and put forward what is 

done by the government out of citizens’ taxes in order to avoid unnecessary 

complaints. 

 Lack of trust of government officials: respondents blamed the tax officials 

for misusing of public resources for private gains. Therefore it is 

recommended that taxpayers should come up with their own policies and 

create a team that will act as a watchdog over practices of the tax 

administration. Also tax computerization should be highly encouraged so as 

to increase transparency and trust of taxpayers to tax officials. 

 High tax rates compared to their business sizes: respondents claimed that 

tax rates imposed harms the survival of their businesses to a large extends, 

since they do not reflect their business sizes. Therefore the local government 

should impose reasonable rates of taxes since appropriate tax estimates 

reduces the tax burden hence high tax compliance rates.  

 Low level of understanding of the tax system (policies, laws and 

obligations): In the study area majority of respondents were observed to 

have low understanding on tax rates, tax payers’ rights and responsibilities, 

tax simplicity, equality and productivity. Therefore it is highly 

recommended that there is a big need of the government to employ skilled, 



 

46 

responsible, moral staff with tax knowledge and capability to solve tax 

related issues professionally, with capabilities to provide training to 

taxpayers regarding the tax system (rates, procedures, filling tax obligations 

etc.) so as to have knowledge required which will smoothen tax payment 

process. Training should be designed in a manner that tax education 

provided meets a large population in a given community. This can be done 

by introducing taxation subject at all levels of education, media use and 

through either means of communication.  

 Disorganized management: Respondents argued that they consume a lot of 

time to pay tax, because of poor management which cause a lot of delays to 

their businesses. Therefore, the tax management should be well organized to 

reduce disturbance to tax payers.  

  Local method of estimation: majority of small taxpayers claimed that they 

did not understand an appropriate measure that was used to calculate the tax 

base. Therefore the government should formulate a standard tax relief 

calculation method, which in turn will reduce taxpayers’ burden of tax so as 

to encourage tax compliance. 

5.2.2 Recommendations for further research 

This study provided general information on small scale entrepreneurs’ willingness 

on tax payment. However, detailed analysis should be done to investigate on the 

association of taxpayers’ demographic characteristics and their willingness to pay 

tax. 
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APPENDICIES 

Dear respondents, I am Mary Fidelis, a student at The University of Dodoma 

(UDOM) pursuing a Masters degree of Arts in Economics. I am conducting a 

research study concerning perceptions of small scale entrepreneurs in paying tax to 

enhance local government revenue collection, a case of Dodoma City Council. I 

kindly ask for your cooperation to make this study successful. I assure you that the 

information provided will be treated with strict confidentiality. Thank you very much 

for your kind participation and God bless you abundantly. 

 

Appendix 1: Questionnaire for small scale entrepreneurs 

PART 1. GENERAL INFORMATION.  

(Please circle where relevant) 

1. Gender of the respondent. a) Male b) Female  

2. In which age category do you belong? a) 18-28 b) 29-39 c) 40-50 d) 51 and above  

3. What is your marital status? (a) Married (b) Single (c) Separated (d) Widow  

4. What is your highest level of education? (a) Primary (b) Secondary (c) College  

5. What type of business do you own? A) Wholesale business   B) Retail business  

6. How many years of business experience do you have? (a) Months (b) A year (c) 

More than a year  

7. Do you pay tax friendly? A) Yes  b) no  (Give reasons for your  answer)   

9. Did you receive any training on tax? A) Yes   b) no   
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PART 2. 

 SPECIFIC OBJECTIVE 1: attitudes of small scale entrepreneurs on tax payment 

in the study area 

Table 1: shows statements measuring respondent’s perceptions towards tax payment. 

Please tick (√) the appropriate answer. 

Statement  

Strongly 

agree 

 

Agree 

 

Uncertain 

 

Disagree 

Strongly 

disagree 

Tax payers are  comfortable 

to pay tax when there is 

Justice in tax system (PI)  

     

Unsatisfactory returns from 

tax paid in terms of service 

delivery discourage tax 

payment compliance (P2) 

     

Positive government image 

on tax collected encourage  

tax payers  to pay tax (P3) 

     

Tax payers feel comfortable 

with tax payment when they  

have high trust with 

government officials (P4) 

     

Bad customer care results to 

tax payments resistance (P5) 

     

Rewarding the most 

committed tax payers  

influence  tax  payments (P6) 

     

Tax payers   comply with  

tax payments   when  they 

find peer groups are paying 

taxes (peer attitude) (P7) 
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Table 2: shows statements measuring taxpayer’s morale towards tax payment. Please 

tick (√) the appropriate answer. 

 
 

Stron

gly 

agree 

 

agr

ee  

 

Uncert

ain 

 

Disagr

ee 

 

Strong

ly 

disagre

ed 

Corrupt government   demoralizes 

taxpayers’ morale to pay tax (M1) 

     

High tax  rates compared to size of the 

business demoralizes the morale to pay  

tax (M2) 

     

The fear of tax punishments (tax fines 

and penalties) encourage  taxpayers 

willingness to pay tax (M3) 

     

Fear of audits encourages taxpayers 

morale to pay tax (M4) 

     

Financial constraints discourage 

taxpayer morale in paying tax (M5) 

     

Cumbersome procedures to pay tax 

discourages tax compliance (M6) 

     

Easy understanding of tax laws, encoura

ges taxpayers morale to pay tax (M7) 

     

Inefficient expenditure of tax revenues 

impacts the morale to pay tax (M8) 

     

Multiple taxes decrease  taxpayers 

morale of paying tax (M9) 

     

Individual factors such as gender, age, 

education level and occupational status 

influences taxpayers morale of paying 

tax (M10) 
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Table 3: shows respondents moral beliefs towards tax payment. Please tick (√) the 

appropriate answer. 

 
 

Strongly 

agree 

 

agree  

 

Uncertain 

 

Disagree 

Strongly 

disagree 

Religious believe 

enhances taxpayers 

willingness to pay tax 

(B1) 

     

A feeling that taxpayers 

are guilt to violate norms 

encourage  tax payment 

(B2) 

     

People favoring  the 

ruling party with social 

democratic values tend 

to  be influenced to pay 

tax compared to people 

voting for opposition 

parties (political 

affiliation) (B3) 

     

Taxpayers with high 

sense of civic duty are 

more stimulated to pay 

tax (B4) 

     

Societal acceptance of 

tax evasion demoralizes 

taxpayers willingness 

towards tax payment 

(B5) 

     

Intrinsic motivation 

increases taxpayers 

willingness to pay tax 

(B6) 

     

Honest as a strong 

personal value 

stimulates taxpayers 

willingness to pay tax 

(B7) 
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PART 3 

SPECIFIC OBJECTIVE 2: Small scale entrepreneurs’ knowledge on the tax 

system applied by local government in the study area. 

Table 4: Statement below explains respondents’ education on the importance of tax. 

(Please tick (√) the appropriate answers)   

Importance of tax RESPONSE 

Money from taxes is channeled to funding and maintaining the 

public social projects like education, health care, water etc.  

 

Tax payment from businesses increases government revenue   

Tax payment help the government to stabilize price of 

commodities in the market  

 

 Market infrastructure are improved though taxes from small 

business  

 

Tax payment enables efficiency allocation of resources in the 

market  

 

Tax payment ensures reduction of inequalities in income and 

wealth in the economy 

 

 

 

 



 

59 

Table 5:  Shows respondent’s Taxpayer’s knowledge on tax regulations, policies, 

laws and obligation. (Please tick (√) the appropriate answers) 

Tax regulations, policies, laws and obligation RESPONSE 

The tax compliance burden should be proportionate to the 

businesses sizes and amount earned (fair tax)  

 

Disobedient taxpayers are likely to be punished by law (tax fines 

and penalties)  

 

Every person who earns income source in the country is taxable by 

law (tax equality) 

 

Good tax ensures that the money collected is utilized in a manner 

that benefits citizens of the whole economy (productive tax) 

 

A good tax system protects the taxpayers from the exploitation of 

tax authorities by any means (taxpayers rights and responsibilities) 

 

It should be simple that tax payer can fill tax forms, tax obligations 

and other tax procedures without the help of any expert  

 

It should be certain to the tax payer on how much (tax rates), where, 

to whom and by what time the tax is to be paid  
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PART 4 

SPECIFIC OBJECTIVE 3: factors affecting tax payment for small scale 

entrepreneurs in the study area 

Table 6. Below are factors affecting tax payments for small scale entrepreneurs, 

please tick (√) the appropriate answers.  

NO Factors constraining tax payment YES NO 

1 High rate of tax imposed   

2 Local method of estimation   

3 Poor method of payment   

4 Misplacement of records   

5 Disorganized management   

6 Tax information   

7 Government policies.   
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Appendix 2: Checklist for tax collectors at Dodoma City Council. 

PART A: PERSONAL INFORMATION 

Name.......................................................................................... 

Occupations................................................ 

Age.......................  

Sex: male ( ) female ( ) 

 

PART B: LOCAL REVENUE COLLECTIONS 

1. Do you provide education on tax to small scale entrepreneurs? Yes or No 

If yes what kind of education and method used? 

METHOD USED YES NO 

Advertisement   

Seminars   

Workshops and talks   

Taxpayer’s service day   

Media   

 

2. Do you meet the intended revenue collection regarding to the estimated revenues?  

YES ( ) or NO ( ) 

3. In question number 2 above if YES / NO what do you think are the possible 

reasons?   

4. How many types of local taxes small scale entrepreneurs are required to pay?  

Revenue collected by local authorities YES NO 

Local Taxes (property tax, land rent, service levy)   

Licenses and Permits    

Fees and Charges (market fees and charges, sanitation fees and 

charges and specific fees) 

  

Other Own Revenues (all fines and penalties, income from sales 

or rent)  
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If any other mention please,  

5. What are the methods and procedures used to collect taxes from small scale 

entrepreneurs? Mention please 

6. What are the challenges facing Dodoma City Council on collection of local taxes 

from small scale entrepreneurs? And mention if any? 

CHALLENGE RESPONSE 

Inadequate number of skilled staff  

Low level of trust from taxpayers  

Negative attitude of taxpayers  

High cost of revenue collection  

7. How do you think you can motivate the small scale entrepreneurs on the payment 

of taxes? 

Observation checklist 

Good market infrastructures: available ( ) not available ( ) 

Proper waste management: available ( ) not available ( ) 
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Appendix 3: Research Permit from Dodoma Region 

 

 


