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ABSTRACT
Outsourcing revenue is very important in increasing efficiency in organizational
performance. The purpose of the research is to examine the effect of revenues
collection outsourcing approach on revenue collection in local government
authorities. This study was opted quantitative research approach while longitudinal
data research design was used. Study population was involving the financial data
from 1990-2020 - Quarterly Data from 1 municipality. This study was used 120
observations (Quarter data). The study was opted secondary data. The data was
extracted from reliable source like Dar es Salaam Regional Administrative Office.
The study found that Murram levy outsourcing approach in TMC, Waste levy
outsourcing approach in TMC and Bus stand Levy outsourcing approach in TMC
influence positive outsourcing revenue collection approach in TMC. The study
concludes that murram levy, bus stand levy and waste levy influence positive
revenue collection. The study suggests that for the purpose of rising revenue
collection the LGAs must concentate on investing in appropriate source of revenue
and formulating the better policy and laws that can help the LGAs to improve

revenue collection in Tanzania.
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CHAPTER ONE

BACKGROUND OF THE STUDY

1.0 Introduction
This part explains study background information of the research, problem statement,
study objectives and study significance. The part also explains hypothesis and study

organisation.

1.1 Background Information

Outsourcing revenue collection is crucial for both developing and developed countries
(Muteithia, 2019a). It is envisaged that when revenue collection is outsourced to
revenue collection agents of the Local Government Authority (LGA) performance in
revenue collection improves (Chindengwike et al., 2021), these revenue agents. are
more effective and efficient because they are focused on one aspect (Mtasigazya,
2019a). However, it has become apparent that the utilization of personal agents in
various district councils has not always led to the envisaged efficiency, especially in

the collection of market levies in the marketplaces (Muteithia, 2019a).

Globally, studies conducted in some countries such as Mexico, Brazil, Argentina,
and Germany, indicate that LGAs employ personal agents to properly collect adequate
revenue (Muteithia, 2019a).

This is aimed to improve the volume of LGAs employees of collecting revenue
honestly. The use of agents by the LGAs in revenue collection has been awash with
problems and complaints from among revenue payers regarding the amount taxed,
the lack of flexibility in revenue payments, and revenue collection enforcement

techniques (Muteithia, 2019b).



In Africa, studies conducted in Nigeria, Ghana, Ethiopia, and Uganda, to mention a
few, have shown the importance of assessing the efficacy of outsourcing revenue
collection in LGAs (Muteithia, 2019a). The assessment of the effectiveness of the
local government authorities on income collection from internal sources is critical in
determining the appropriacy of the techniques and approaches used in revenue
collection (Payowela, 2016).). The recent rise in revenue sources and the councils'
ability to collect revenues have increasingly attracted research interest as the situation

in councils has been particularly challenging (Mtasigazya, 2018 a)

In East Africa, revenue collection is outsourced by LGAs owing to financial
constraints and underfunding they constantly face (Ishabailu, 2013). Since 1996,
several local governments have hired personal agents to collect revenue on their
behalf (Mrutu, 2016). The 2001 policy from RAS (Regional Administrative
Secretary office) on subcontracting LGAs services improved revenue collection
(Chindengwike et al., 2021).

In Tanzania, new initiatives have been made to evaluate each agent on handling
internal sources using trial-and-error techniques. Such initiatives have proven
unsuccessful (Chindengwike et al., 2021). In order to circumvent earlier restrictions
on revenue collection that resulted in loss and fraud, LGAs sought to outsource
revenue collection exercise. This is because one strategy that canresult in financial

independence is an increase in revenue (Cindy, 2012).

Tanzania's Local Government Authorities (LGAS) are increasing local revenue
collection within the nation's borders to generate money for development purposes

(Mtasigazya, 2018 b). To achieve this goal, the LGAs increase internal sources of



revenue collection. Other methods and tools for collecting revenue in the LGAs
include stand bus and murram charges, local revenue licenses, levies, and market
fees. The local government management mandated revenue-collecting
responsibilities to the Local Government Authorities with the passing of the LGA
laws. The councils are supposed to collect revenue from their internal sources

(Mwenisongole, 2013).

When selecting local governments and private agents, must follow the PPA from
2011, No 7 as amended to ensure that contracts for collection of revenue are presented
to companies based on competitive benefit. The URT (2015) report revealed that
outsourcing contributed a minor amount to overall income in terms of revenue
collection. For example, the average amount of money collected ranged from 2006 to
2014 amounted to 6.7 and 11 per cent respectively. The LGAs Report from 1997
reveals that local government governments only composed 3% - 5% of their
expectable collection before subcontracting, but in 2010, after outsourcing LGAS
earned an average of 7.5 per cent of their predictable revenue, a minor improvement.
This means, despite the government's efforts to introduce the Local Government Act
that helps to collect revenue, the Local Government Authorities are still not

achieving their goals in collection revenue.

This study needs to compare revenue collection before and afterusing agents to close
the gap between revenue collection carried out by the government directly and the

revenues collected by agents.



1.2 Statement of Problem

Temeke Municipal Council collects revenue from relevant own sources such as fines
and penalties, parking fees, market dues, identity cards, licenses and permits,
however, the Council has not fully realized a 100 per cent collection goal (Nyenza,
2016; Chindengwike et al., 2017). For example, inthe 2010/2011 Budget estimates
the total collection from own sources amounted to TZS 1,858,280,000, but the actual
collection amounted to TZS 1,385,040,950.49 which equals 75 per cent (Edwin,
2019). Similarly, in the year 2011/2012 the estimate was TZS. 4, 367, 543,000, but
the actual collection was TZS. 1,764,660,087.51 equals 40 per cent, which is less
than 60 per cent.This suggests that despite the council having relevant own sources of
revenue, it still failed to meetits target, the big question is why are the goals not met

(Mtasigazya, 2019).

The questions worth addressing include, are the Council's sources of revenue
adequate? Do the council have the capacity to devise appropriate mechanisms for
collecting revenue and meeting revenue collection targets and addressing challenges
in the collection process (Kipilimba, 2017)? The ability to review the trend for
revenue collected to determine its compliance with local government authority rules
and regulations in collection revenue, the comparison of collection revenue practices
used by the Local Authority staff and those used by private agents is pertinentin this
study (Frumence, Nyamhanga, Mwangu, & Hurtig, 2013). The study aims to
determine the existing differences and the reasons for such differences in revenue
collection practices. LGASs havedecided to outsource revenue collection exercises as a

way of avoiding losses and addressing dishonest practices which were enshrined in



the revenue collection process (Edwin, 2019). The establishment of financial
independence was envisaged to improve revenue generation. However, only a
insignificant amount of local government authority that subcontracted collection
revenue got the desired outcomes. Outsourcing worked more to the advantage of the

revenue collection agents (Lukio, 2016).

The outsourcing of LGASs services is handled by several teams with representatives
from both insideand outside the councils (Edwin, 2019) causing some challenges. For
instance, the mayors of Iringa, Morogoro, Bukoba, and Moshi faced several
technological challenges to achieve their collection- related objectives (Nyenza,
2016; Chindengwike et al., 2017). All of the expected revenues have not been

generated fully (Edwin, 2019).

Previous studies (i.e., Nyenza, 2016; Chindengwike et al., 2017) on the influence of
subcontracting collection of revenues in LGAs revealed that revenue collection goals
are not reached in local governments due to poor collection techniques attributed to
our poor system, lack of effective strategies and high collection costs. The research
intends to investigate on the influence of subcontracting using private agents and

using the Local Government Authority (LGA) staff in revenuecollection.

Prior research on revenue outsourcing use primary data methodology by the
municipal councils (see, for example, Nyenza 2016; Chindengwike, Jaqueline and
Kira (2021) focused on the selection criteria for outsourcing agents and used a
different (see, for example, Meena, 2013; 2016). In contrast, the Payowela current
study assesses the effectiveness of revenue outsourcing by using panel data and

focusing on Temeke Municipal Council.



The gap exists when the local government collect its self and when the local
government collects by using agents, so this study need to fill it the knowledge
knowledge gap that exist. As stated earlier, despite using a variety of agents in
outsourcing revenue collection, LGAs still fellshort of meeting their goals. This has
prompted several inquiries regarding adherence to the key criteria for selecting agents
of revenue collection and the efficiency of subcontracting collectiondrevenue (Edwin,
2019). The research aims to assess the impacts of collection revenue of Temeke

Municipal Council.

According to the Finance Act 2001, all LGAs are supposed to subcontract collection
of revenue in terms. The Ministry of Finance purpose to rise the competence of
LGASs' performance. Thus, the Ministry of the Prime Minister is responsible for

supervising the Local Government Authorities in Tanzania (Kipilimba, 2017).

1.3 Objectives of the study
The research was carried out lengthwise the subsequent general and specific

objectives

1.3.1 General objective
The main objective of this research is to assess the impact of the outsourcing

approach on revenue collection by LGAs

1.3.2 Specific objectives

The specific objectives of the study included;

i. To examine the effect of the revenue collection outsourcing approach on

murram levy.



ii. To examine the effect of the revenue collection outsourcing approach on
waste levy collection in LGAs
iii. To examine the effect of the revenue collection outsourcing approach on

Bus stand levy collectionin LGASs

1.4 Research Questions
I.  What is the effect of revenue collection outsourcing on the murram levy
collection approach in LGAS?
ii. What is the effect of revenue collection outsourcing on the waste levy
collection approach in LGAS?
iii. What is the effect of the outsourcing approach in revenue collection on

the collection bus stand levy?

1.5 Significance of the Study

Results of this research will add to the body of knowledge in outsourcing revenue
collection and public management research. this study will enable LGAs to make
informed decisions on matters that affect their choices of service providers in
outsourcing revenue collection so as to meet their revenue collection goals. The
results the study indicate the budgets set have a substantial effects onthe achievement
of the outsourced collection of revenue. To ensure that the approved budgets are
realistic, budgeting also took into consideration any additional difficulties that may
have had an impact on the actual year's revenue performance and, if so, how the
administration addresses them. The study's findings also offer advice for prospect
orientation, notably for picking a spot to start in the literature. Very little empirical

study has been done on how well Tanzanian LGAs perform in outsourcing revenue



collection. The scant empirical evaluation of outsourcing should be complemented by
otheracademic research to generate new scholarly findings. The results of the research
are envisaged to be of benefit to planners, decision-makers and extra development
investors in Tanzanian in making informed decisions government in devising better

strategies that increase revenue collection from internal sources of LGAs.

1.6 Organization of the Study

This study report has chapters which is five. First chapter explained the background of
the study, Problem statement, study objectives, study hypothesis and study
significance. Contribution, study scope and limitation have been similarly explained
in this section. Additional study chapters have been scheduled as tails: second
chapter presents the review of literature, while the research methodology established
and helpful in the study is presented in third chapter. The findings on objective of the
study have remained identified in forth chapter, while the, conclusions and
recommendations as well as areas for future research have been presented in forth

chapter.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction
This section discussed key words of the study, theories, gap of research, empirical

literature reviews and conceptual frame work of the research.

2.1 Definition of Key Terminologies

This part presents the key terminologies connected to this study.

2.1.1 Source of Revenue

Revenue is the money a business generates through its ongoing activities, frequently
from the auction of products to customers (Mgaya, 2014). More people now
consider turnover to be revenue (Edwin, 2019). Certain businesses are profitable,
especially because revenue is frequently the first line article in a revenue declaration
from which all trusts, expenses, andprices are withdrawing to arrive at net revenue

(Mwansele, 2014).

Revenue, fees, fines, mineral and resource rights and other levies all constitute their
sources of revenue (Chilale, 2015). Included are any sales made to gather money
from sources other than the Local Government Authority (Mwansele, 2014). This is
the entire amount of money received from privately owned enterprises and other
unrelated sources of revenue in the form of municipal revenue, levies and fees

(Kijalo, 2013).



The money collected from the typical person's rates, cesses license fees, and fines,
that ordinary residents pay in revenue, to Local Government Authorities are often
regarded as the entity's source of revenue. Local income is essential to Local
Government Authorities because it helps them fulfiltheir primary duty of delivering

goods and services to the people (Kimario, 2014).

2.1.2 Local Government Revenue

Local government revenues are the funds that local governments receive by
providing social services such as health care and education to their residents or
communities (Fjeldstad & Heggstad,2012). Local government revenue collection is
the term used to describe the funds that a local government collects from sources
under its control. The funds are received through the local government's financial
sources (Titus, 2013). The most frequent sources of revenue in LGAS include
market levies, bus stand levies, toilet charges, waste charges, murram, weighbridge
and forest levies. The researcher picked these two sources because of their size they

provide a significantcomponent of their study (TAMISEMI, 2022).

2.1.3 Outsourcing

When used in this context, the term "outsourcing™ refers to a system in which the
state auctions offthe right to collect certain revenue to the highest bidder (Edwin,
2019). This is often a private agentwho has been permitted by the local government
to collect a certain revenue on its behalf; having this power is inherently associated
with having the advantage in the bidding process. On the meansand strategy of
collecting revenue from the people, it has been agreed that local government funding

be outsourced (Mwansele, 2014). In this study, a significant portion of revenue

10



collection in LGAswas increased due to outsourcing.

2.1.4 Effectiveness of revenue collection Outsourcing in Tanzania

Effectiveness is the ability to create desirable production or the size to produce
anticipated results (Mwansele, 2014). Effectiveness is the value of consuming a
proposed or projected consequence or leaving a lasting philosophical impact. It is
done for individuals or groups who have extensive expertise and a superior
understanding of the subject matter (Mwansele, 2014). The efficiency of outsourced
revenue collection is evaluated, under Isaac and Kazungu (2016), by an achieving
goals beside real collection of revenue. As a result, this research resolved that it is
crucial to take efficacy into account when LGAs collect the income.

This subcontracting in this background is sharp as the scheme in which the correct to
assemble convinced tax be indebted the government is auctioned off to the maximum
purchaser (Edwin, 2019). This frequently the agent which is private who substitute
with consultant from the LGAs to gather convinced revenue on behalf, it
mechanically associated to the aptitude to win the request procedure. The line which
subcontracting the LGAs endowments in the revenue collection is previously decided
on the methods and method to accumulate revenue from the community (Mwansele,
2014). In this research, outsourcing donate large share in increasing collection if

reevenue in LGAs.

Discusses to the competence of generating a wanted consequence or the aptitude to
yield desired production. When approximately is believed active, it income it has an
envisioned or predictable consequence, or harvests a deep, vivid imprint. work not

only reduces the effectiveness and excellence of the labour. It is completed to

11



persons or groups which own greater information of the work and have vast
knowledge in that field (Mwansele, 2014). Affording to Isaac & Kazungu (2016)
efficiency of outsourced revenue collection is restrained by archiving target in
contradiction of actual revenue collection. So, this research, decided that is very

significant to consider efficiency when the LGAs gather the revenue collection.

2.4 Theoretical Literature Review

This section involve the theories applied to this study.

2.4.1Principal-Agent Theory

The main agent problem, which especially arises when one person enters into a
contract with another agent, was first described in political science and economics.
Edwin (2019) created this concept expressly to use the informativeness principle to
address the third part problem (Mitnick, 2019). The assertion that the connection
leads to control issues evolved into the delegation of power(by a principal to an agent)
and its beginnings (Corgnet, Gémez-Miambres, & Hernan-Gonzalez, 2018; Dunn,
2014). The most significant issue arises from challenges in inspiring people or
organizations to take action on behalf of others (Walker, 2015). Principal agent
theory was employed in earlier research, and the theory was discovered to be
connected to the idea of outsourcing revenue since it depicts the connections between
two parties. For example, Edwin (2019) used the Principal-Agent Theory to justify

the study during research.

Since the agents collect money on the local government's behalf, there is a link
between the local government and agents in their own source revenue collection.

According to the principle agent hypothesis, local governments' devolution of

12



power to agents leads to issues of control. Furthermore, the principle agent
hypothesis contends that it is challenging to persuade agents to raise money on
behalf of local governments. This study explores the impact of agents in collecting

money for the local government in this scenario.

2.4.2 Application of Principal-Agent Theory to the Study

Principal agent theory The principal-agent problem created in political science and
economics and occurs specifically when one person enters into a contract with
another agent. This theory wasdeveloped by Holmstrom in 1979, specifically for the

informativeness principle to solve this problem (Mitnick, 2019).

Community relatives connecting an allocation of authority (by a leading to a
manager) and jumps changed from the declaration that the association results in
glitches of control (Corgnet, Gdmez-Mifiambres, & Herndn-Gonzalez, 2018; Dunn,
2014). The most vital problematic originates from problems ininspiring a distinct or
society to act on behalf of another. Moreover, the problem of motivation is a result
of difficulties connected to the inability of the LGASs to screen and accomplish the

activities of the mediator (Walker, 2015).

As per the philosophy, the main is the government while the agent is revenue
collector (Edwin, 2019; Mwansele, 2014; Kimario, 2014). When the leaders hire the
manager to transmit out a facility on theirbehalf, activity associations are twisted.
Agents are frequently given decision-making authority bythe principals. Agency
issues might occur when the agent negotiates with third parties and makes decisions

that have an impact on the principal (Hillman, 2018).

13



2.5 Empirical Literature Review

2.5.1The effect of Revenue collection outsourcing on Murram levy raising in
LGAs

The study conducted by Gavazza, Nardotto and Valletti, (2019) on the revenue
generation in the local government in the UK confirmed that local government
authorities are focusing on the collection of revenue through agents which provided
challenges such as low collection, complaints from the citizen on the collection
methods and approaches and poor relationships between tax collectors and
taxpayers. The overpower application to collect tax, is because the agents are

concerned about profit and increased collection of revenue (Gavazza et al., 2019).

Ijeoma (2014) conducted a study on revenue generation in the local government in
Nigeria and thestudy findings showed that local government authorities are focusing
on the provision of social services to the entire public. The people's expectation is
improved social services in terms of health,water and education (ljeoma, 2014). The
provision of services and related accessibility to the entire public is of higher
priority. On the other hand, the local government performance improved leadingto
sufficient revenue generation, and improved access of the public to social services.
This initiative indicate that social services improved as a result of the revenue
generated and not otherwise. To improve revenue collection from local sources is
very important in enabling the public to access social services (Captain & Ogbonna,

2019).

14



Vincent and Stephen, (2015) observe that the improvement of government revenue
is attached to the strategies and efficient plans for collecting resources from the
public. This is a result of efficiency, integrity and effectiveness in achieving the
goal of collecting public resources. The allocation is the provision of social services
to the public in the most efficient ways, and it includesservices such as education,

health and water (Vincent & Stephen, 2015).

The means and approach to the collection of revenue must be persistent and clear to
the interest of the public. Revenue must be collected either by agents or local
government staff. This goal is difficult to attain because of the existing
circumstances in revenue collection. There is a need to improve the system and
approach of revenue collection, this is relating to attaining the goal of the provision
of services to the entire public. The factors tax compliance need to be improved in
the collection of tax from the citizens by either the agents or Local Government

Authority.

2.5.2 The effect of revenue collection outsourcing on waste levy gathering in

LGAs

According to Adenugba and Ogechi (2013), revenue collection by local authorities
is required to improve social services. The amount collected and the amount
allocated to social services are quite important in the development of respective
government authorities (Adenugba & Ogechi, 2013). The system used to collect tax
Is expected to determine the amount to be collected, failure to improve the
collection procedures tends to affect both the amount collected and taxpayer’s

willingness to collaborate.
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As observed by Schiliro (2014), the local government created a system in enhancing
revenue collection; the system is properly set and autonomous. The autonomy is set
on the collection capacity and how to reach the taxpayers. The ability of local
government to increase revenue is increased and the respective forecast of

resources sources is also improved (SCHILIRO, 2014).

This is designed by the Department of Finance and Planning which decides in terms
of amount, structure, procedures and types of revenue sources which are appropriate

to the taxpayers.

A study by Lulseged, (2016) focused on the reasons for revenue collection, and the
findings stressedthe directing revenue collected towards the improvement of social
services. It is important to note that local government is responsible for the
collection and allocation of revenue entrusted to them. The responsibility of the
collection of revenue from own sources in the local government may be granted to

another private agent.

The approach and means to pay must be friendly and with minimum enforcement.
And the public, who are taxpayers must be satisfied with the social services
provided by the respective local government using the collected revenue in the. In
addition, the central government should be the one that oversees the general

methods and approach of revenue collection from the taxpayers (Lulseged, 2016).

As Captain and Ogbonna (2019) observe, most of the LGAs have been given duties
to collect tax and provide services to citizens but citizens are unwilling to pay the
tax because of their dissatisfaction with the way LGAs spend the collected

revenues. Similarly, people are especially interested in comparing the systems and
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approaches used by the agents or local government staff incollecting revenue.

The public needs education, health and water services to be provided on what they
pay to the government(Captain & Ogbonna, 2019). The e way revenue is demanded
sometimes may be a barrier to reaching the collection target, the public who are
taxpayers compliant tend to be interestedin proper collection procedures and visible

results for the collected revenue.

The study by Mtasigazya, (2018) investigated the efficacy of tendering system on
outsourced revenue collection in Kinondoni Municipal Council (KMC) and
Morogoro Municipal Council (MMC) in Tanzania. The objective of this study was
to look at how tendering process was once adequate for outsourced revenue
collection in KMC and MMC. The study adopted a case study design which

collected data from interviews and documentary reviews.

The findings point out that the tendering of revenue collection was once ineffective
because the procedures of choosing bidders had been not transparent because
tenders have no longer been advertised by KMC and MMC in widely circulated

media.

2.5.3The effect of outsourcing revenue collection on Bus stand levy in LGAS

The tenders have been tanning up the businesses without appropriate criteria, such
as resources; as a result, they have been powerless to achieve their pledged
responsibilities after existence designated to collect revenue in KMC and MMC. It
can be decided that the uselessness of the presenting procedure inMMC and KMC

resulted in donation propositions to businesses missing the obligatory potential for
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revenue collection by the Council's authority. These observations imply that in
decision making andin judging the LGAs’ ability to collect revenue attention must

be paid to the public complaints andopinions on the methods for collecting revenue.

There is imperative to review the effectiveness of the outsourcing approach by
LGAs in revenue collection. The approaches must be consistent with minimizing
public complaints and strengthening the corruption-free collection points (Meena,
2013). The evaluation of the effectiveness of collection revenue practices in the
LGA is specifically focused on the collection methods and approaches The current
study makes a comparative analysis of revenue collection practices by local
government staff vis-a-vis practices by private agents in Dodoma City during the
period under review. There is a concern about the ability and capacity of Dodoma
City Council to increase its source of revenue using local government capacity to
attain cost-effectiveness vis-a-vis the subcontracting of collection revenue to the

agents who is private (Dedu, 2015).

To focus is not on the rise of LGA collection but rather on the existing long-term
established relationship between taxpayers and the agents and between taxpayers and
local government staff, which is generally awash with challenges (Chilale, 2015). The
ability to minimize complaints from among the citizens against the collection
procedures, methods and their flexibility to taxpayers should be reserved into
justification in the comparative investigation of the practices of the private agents

and the local government staff' in revenue collection (Nyenza, 2016).
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According to the URT (2022), the agent's income targets are not sufficiently recorded
as a result of inappropriate selection criteria and noncompliance with laws and
regulations. The findings of earlier studies in Iringa, Morogoro, Mwanza and Moshi
revealed that except for garbage, bus and toilet levies, land and packing revenues

were not properly documented, (Nyenza, 2016; Chindengwike et al., 2017). (2021).

The study conducted by lIsaac and Kazungu (2016) aimed at reconnoitering the
association between revenue evbe reliability and active revenue group in Moshi
Local Government Authority. The study employed a sample size of 105 respondents
and data were analysed by the use of descriptive and inferential statistics which

allowed the application of Pearson correlation.

Findings showed that employee integrity increased the capacity to collect and
minimizes complaint from tax payers (Isaac& Kazungu, 2016). The capacity is
improved by the employee integral of local government tax collection and
administration competence, commitment and qualification. These are significantly
required to build a viable tax collection system from the perspective of both payers
and Local Government Authorities. However, much of the contradiction exists on
whether the use of agents or local government staff in their own collection of source
of revenue has increased or decreased the amount collected. This is the motivation

for the study.
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2.5.4 Flexibility, Risk and Innovation

The ability to adapt is defined as flexibility. Several sorts of transformation are
involved in innovation. In this chapter, we will look at the role of flexibility in
several facets of innovation. Other forms of flexibility, such as adaptive flexibility
(the capacity to change as a consequence of job needs) and spontaneous flexibility
(the desire to change for intrinsic reasons, to try out a range of ways), will be
discussed throughout the chapter. Finally, we will explain how different forms of

flexibility might be beneficial at different phases of the innovation process.

2.6 Research Gap

On reviewing various literature and previous studies about outsourcing, it has been
revealed that less emphasis is placed on outsourcing revenue collection in ensuring
that LGAs meet their revenue collection goal. There is an increased trend in the
sources and types of own source of revenue in the local government. There is a
challenge to manage the effectiveness of local government outsourcedrevenue which
relies on meeting collection goals and targets. The effectiveness is limited to the
collection method which depends on the types of own-source of revenue. From this
perspective, it is important to view the effectiveness of own sources of revenue
collected by using private revenue- collecting agents. There are some important
aspects of outsourcing revenue collection functions in the local government
authorities. These aspects result from the inability of local governments to promote
effectiveness in own sources of revenue collection. Therefore, it is from this

background this study was undertaken
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2.7 Conceptual Framework

The conceptual framework was created through reviews of the both theoretical and
empirical literature. The conceptual framework of a study logically and consistently
communicates the ideas. The presentation is built logically and methodically around
the independent and dependent variables. The agent's ability to manage revenue
collection makes revenue collection assignment easier. When the quantity collected
is in line with or exceeds the targets, the agents' methods and strategies are

considered effective. The collection must have a clear driving philosophy.

The system needs to be reliable enough to carry out the agreed-upon terms and
accomplish the given revenue collection assignment. Both the overall amount
collected and its source must be closely monitored by the local government entity,
which has to support several sources and enhance its point of collection. The revenue
collection undertaking ought to be closely monitored to see whether there is an
improvement (Vincent & Stephen, 2015). It is critical to examine the proportional
increase or decrease in revenue. A comparison is made between the amount directly
collected by the Local Government Authority and the amount collected by a private

service provider.

Figure 1: Figure 1. The Impact of Outsourcing Revenue Collection in LGAS in

Tanzania: A Case of Temeke Municipal Council.

Tanzania: A Case of Temeke Municipal Council.
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Figure 2.1: Conceptual Framework
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1Research design

Research design offers a direction for conducting and organizing research in a
consistent manner and relevant to the objective of the study (Binga, Islamb, &
Hossenc, 2019).

The research design is considered a strategy which is selected to integrate different
components ofthe study in a logical order. It is a blueprint which influences data
collection, measurement and analysis. It stipulates the plan to specify how the
research is going to be conducted based on the research questions (Gross & Jansa,

2017).

The quantitative research approach used whereby time series and the analysis of
facts aims to combine the relevance of the research on the effects of outsourcing
LGAs' sources of revenue collection in Temeke Municipal council (Burino, Awan,
& Lanjwani, 2017).

In this study, time series analysis was used as a research design whereby a single
subject or research units are measured at regular intervals of revenue collected in
Temeke Municipal Council. This study was carried out to extract meaningful
statistics and other characteristics of data in a particularinterval, and for this study
data to be collected are those ranging from 2012 to 2019, where the trendanalysis the
effects of outsourcing LGASs' sources of revenue collection in Temeke Municipal

council was applicable.
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3.2 Study area

Temeke Municipal Council was selected amongst municipalities in Tanzania.
Temeke Municipal was selected because it is the fast-growing municipality in
Tanzania, and it is a business city of Tanzania. Due to its scale of operation,
Temeke Municipal Council is in a position to assess the effectiveness of outsourcing
tax collection for revenue generation in Local Government Authorities. The revenue
is needed to improve various social services; thus the target of revenue collection is
an important factor in meeting targets. This target must be assessed based on
increasing or decreasingown sources of revenue collection. Similarly, this study was
conducted in Temeke Municipal Council because it is one of the Local Government
Authorities that have its own sources of revenueand has already attempted to use

private agents in the collection of revenue.

3.3 Target population

The population is defined as a collection of all units in a discipline of study. The
study population is a populace that is being protected through a survey, whilst the
target population is a population about which information is required (Eager,
2017). In this study, the study population consists of Temeke revenue financial
years from 1990-2020 (annual data). The record of revenue was selected from its

sources.

24



3.4 Sampling

3.4.1Sampling frame

The sample frame, which relies on the annual data of the Local Government was
collected from Temeke Municipal financial years from 2012/2013 to 2018/2019
(annual data). The sample frame includes sources such as those collected by

Agencies, and own Local Government Authority and new sources.

3.4.2 Sample size

The sample size of this study was all the reports on revenues that indicate collection
from Agencies Temeke Municipal Council from 2012/2013 to 2018/2019 (annual
data) that represent 36 observations. This is the period where the agents collected
tax and accommodated the changes in revenue collection in terms of system and
design. It was created a better avenue for the effects of outsourcing LGAS' sources

of revenue collection in Temeke Municipal Council.

3.4.3 Sampling procedures

This study was draw data from the annual reports on income and expenditure on the
selected revenue collected by Agencies in Temeke Municipal Council. from
2012/2013 to 2018/2019 (annual data). This approach is selected due to its

flexibility and the ability to save time during datacollection.

3.5 Data Collection
This study was employ secondary annual data from the year 2012/2013 to 2018/2019
from Temeke Municipal Council. The methods are chosen because they seek to

determine the effectiveness of outsourcing revenue collection on revenue generation
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in Local Government Authorities a case of Temeke Municipal council.

3.6 Data Analysis Technique

The computations and analysis of data was conducted by using STATA, SPSS and
MS EXCEL to obtain the general trend and changes of data for own source of
revenue collection purposes. The data was transferred from Excel to STATA for

analysis, the time series analysis was used.

3.6.1Multiple Regression Model Specification

This study was used a multiple regression model to assess the impact of revenues
collection outsourcing approach on revenue collection in local government
authorities, this model is selected because the nature of the dependent variable is

continuous. The variables such as murram levy, busstand levy and Waste Levy.

Therefore, the following multiple

regression was employed. Yt = B0 +

BLX1+ P2X2 + P3XB + €6 creverrrreririeriieee e (1)
Yt is Revenue collectionX1 Murram Levy

X2 is Bus Stand

X3 is the Waste levy

&i is the random error termf0 is the Y-intercept
B1, B2, and B3 are the coefficient of independent variables (Murram levy, Waste levy

and Bus stand levy).
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3.7 Data Validity and reliability

Reliability and validity are the two most essential and excellent management
variables in a study design. Therefore, the researcher was ensured that the research
effects are dependable and valid. Validity and reliability are the two elements
which any quantitative researcher must assume while designing a study, inspecting

outcomes, and judging the quality of finding out about.

3.7.1Validity

Validity is the extent to which the instruments used during the study measure the
issues they are intended to measure It is important for the test to be valid to ensure
that the result to be obtained are accurate (Lakshmi & Mohideen, 2013). To ensure
the validity of data, the tools was developed under the close guidance of the
supervisor. The validity of data collection tools was guaranteed, by the researcher

himself and the testing of some of the tools before the actual data collection.

3.7.2 Reliability

Reliability is the extent to which the technique for data collection or measuring
instrument was produce a consistent result, similar observation would be made when
the same groups of individuals are repeatedly measured under the same conditions
(Taherdoost, 2016). The issue of reliability is considered in the study by using time

series techniques that are aligned with the research objectives.

Also, reliability was measured by using Cronbach's alpha intended to measure scale
reliability on an internal basis, that the consistency is checked in terms of high value

for alpha, which does not imply that the measure is one dimensional.

27



3.8 Ethical Consideration

Then permission to undertake this study was given by the College of Business
Education in collaboration with the Temeke Municipal Council to gather relevant
information for the study.

Informed consent: This was considered in this study because Local Government
Authority staff whowas provide the information was informed to participate in a
broad terms and willingly, this was facilitate the provision of information which were
be meaningful to this study. Confidentiality: The information provided was safe to
avoid any leakage. Moreover, this study was abided by ethics of social science
research that ranged from professionalethics to those related to the authority providing
information. The information provided was handledin privacy and was used for this

study only and not otherwise, to maintain confidentiality.
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CHAPTER FOUR

FINDINGS AND DISCUSSION

4.0 Introduction

This chapter summarizes and investigates the study's findings in relation to the
study's specific objectives. The investigation focused on the aspects of revenue
collection that were outsourced. The waste levy, bus stop tax, and murram levy
were researched, as well as the extent to which they affected revenue collection. As
a result, the waste levy, bus stand levy, and murram levy were used as independent
variables to link variables, while revenue collection (liquidity ratio) was used as a
dependent variable.

Secondary data was extracted from the audited report for the fiscal years 2012/2013
to 2018/2019. The Temeke Municipal Council collected and evaluated data on three

levies to satisfy study objectives: rubbish, bus stop, and murram.

4.1 Descriptive Statistics of the Variables

The statistics showed that the bus stand levy remained rather consistent during a 10-
year period; the mean murram levy, as calculated by the natural logarithm of the bus
stand tax, was 1.7818, with a high of 3.12, a low of -0.36, and a standard deviation of
0.71413. The data show that the bus stand levy was consistent throughout the

examined LGAS since the standard deviation was low.
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Table 4.1: Table 1: Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
Murram Levy 120 11.51 15.79 13.9113 1.23348
Bus stand levy 120 2.18 4.52 2.6847 0.29751
Waste levy 120 4.01 4.59 4.2775 0.10478
revenue collection 120 -4.61 1.56 0.6165 0.88925

Valid N (listwise) 120

Source: STATA Output (2023)

To capture diverse characteristics of time series data such as trend, seasonality, and
cycle, it is advised to plot the time series plot for variables at the level form before
estimating (Wagofya, 2019). Figure 1 demonstrates that all variables were
nonstationary, because outsourced revenue fluctuated from 2009 to 2019, and the
murram levy fluctuated from 2018 to 2021.Because there is no constant variance or
mean, all variables in their level form are nonstationary. In order for the data to be
stationary, transformation is required.

stationary, transformation is required.
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Figure 4.1: Time Series Plot for Outsourcing revenue approach on revenue
collection
Source: STATA OUTPUT, 2023
Table 1 presents information for 120 quarterly observations from 2017 to 2021. Income
had the highest mean percentage of 0.647, with a minimum of 0.423 and a maximum of
0.841, while the budget had the lowest mean percentage of 0.03878, with a minimum of

0.014 and a maximum of 0.093.
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Table 4.2: Summary of Statistics

Variable Obs Mean Std. Min Max
Dev.

Murram 120 0.03278 0.01991 0.037 0.023

Levy

Waste Levy 120 0.64666 0.17460 0.423 0.821

Bus  Stand 120 0.03778 0.01910 0.124 0.033

Levy

revenue 120 0.67666 0.17460 0.103 0.841

collection

Source: STATA, 2023

The greatest lag for each variable must be calculated before determining whether the
data are stationary or non-stationary (Hill, Griffiths, & Lim, 2011). Table 2 shows that
the greatest lag for income was lag one because it has the lowest AIC, HQIC, and SBIC
when compared to all values at different number of lags, and the greatest lag for budget
was lag one because it has the lowest HQIC and SBIC even if the AIC at that lag does

not have the lowest value.
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Table 4.3: Lag Test

Variables Lag FPE AIC HQIC SBIC
Revenue collection
0 0.011128 -1.66046 -1.64519 -1.61824
1 002723*  -3.06805* -3.03751* -2.9836*
2 0.002863 -3.01832 -2.97252 -2.89165
3 0.00301  -2.96874 -2.90767 -2.79985
4 0.003045 -2.95755 -2.88121 -2.74644
Murram Levy
0 0.000381 -5.0358 -5.02053 -4.99357
1 0.000143 -6.01278 -5.98225* -5.92834*
2 000143*  -6.01517* -5.96937 -5.8885
3 0.00015  -5.96517 -5.90411 -5.79628
4 0.000158 -5.91866 -5.84233 -5.70755
Waste Levy
0 0.000381 -5.0358 -5.02053 -4.99357
1 0.000143 -6.01278 -5.98225* -5.92834*
2 000143*  -6.01517* -5.96937 -5.8885
3 0.00015  -5.96517 -5.90411 -5.79628
4 0.000158 -5.91866 -5.84233 -5.70755
Bus stand Levy
0 0.000381 -5.0358 -5.02053 -4.99357
1 0.000143 -6.01278 -5.98225* -5.92834*
2 .000143* -6.01517* -5.96937 -5.8885
3 0.00015 -5.96517 -5.90411 -5.79628
4 0.000158 -5.91866 -5.84233 -5.70755

Source: Field Data, 2023
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Testing for Stationarity: Augmented Dickey-Fuller (ADF) Test

In this test we consider the following hypotheses;

HO: The time series is non-stationary or there is unit root.H1:

The series is stationary or there is no unit root.

Before estimating the Autoregressive distributed lag model, Level model, and Error
Correction Model (ECM), it is normally recommended to examine the data's time series
characteristics. This is done to determine whether or not the data is stationary. As a
result, both the Phillips - Perron (P-P) and the Augmented Dickey - Fuller (ADF) tests
found the unit root.

The results of the ADF and PP tests for Revenue and Budget are shown in Table 3. All
variables were nonstationary in level form at 5% significance levels. However, after
early discrepancies, all factors remained steady at 5% significance levels. As a

consequence, these variables were integrated in 1(1) order.
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Table 4.4: Test for Stationarity Both Augmented Dickey Fuller Test and Phillips

Perron

ADF Test

Variable Level

Test Critical Test Critical

Revenue collection  -1.398 -2.952 -4.875 -2.955** 1(2)

ADF Test

Variable Level

Test Critical Test Critical

Revenue collection  -1.582 -2.950 -6.978 -2.952** I(1)

Waste Levy -1.582 -2.950 -6.978 -2.952** I(1)

Source: STATA Output, 2023



Before evaluating whether they have a long-term connection (co-integration) or not, the
maximum number of lags for the overall variable must be determined in order to include
it in the test of Johannes' co-integration (Hill et al., 2011). Table 4 shows that lag one
had the largest delay for all variables since it had the lowest AIC, HQIC, and SBIC
when compared to all other values at other lags.

Table 4.5: Lag Test for Overall Variables

Lag FPE AIC HQIC SBIC
0 3.60E-06 -6.8698 -6.8393 -6.7854
1 4.1e-07* -0.04176* -8.95016* -8.78843*
2 4.30E-07 -8.9866 -8.834 -8.5644
3 4.90E-07 -8.8698 -8.6561 -8.2787
4 5.20E-07 -8.8103 -8.5356 -8.0503

Source: STATA, 2022

The co-integration test is always run to see if the variables have a long-term
connection. The co - integration test is always done after calculating the right amount
of delays for all overall variables and ensuring stationarity. The cointegration test is
used to choose amongst error correction models (ECM), long run equation with least
squares, and autoregressive distributed lag as the best model to apply.

Because the variable was integrated at order one, the Johansen's test for Co - integration
was used to ensure that the order of integration was consistent for all variables I (1). As

a result, the results in Table 5 indicate that the variables were not co-integrated since the
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test statistics for the trace and max statistics were smaller than their critical values,
implying that the null hypothesis was accepted and no co-integration occurred. There is
no long-term association between the murram levy and revenue collection because the p
values are larger than 0.05. Actual collection, on the other hand, has a positive
relationship with previous year collection but not with the murram levy. 0.05. Actual
collection, on the other hand, has increased. 0.05. the other hand,

Table 4.6: Johansen’s test for Cointegration (long run relationship)

Null Trace Critical Max Critical
Hypothesis Statistics ~ Value Statistics Value
11.1365* 15.41 9.901 14.07
r=20
1.2355 3.76 1.2355 3.76
r<1

HO= No cointegration test

Source: STATA Output, 2023
The autoregressive distributed lag model was also used to investigate the impact of
outsourcing Marram levy collection on revenue collection in the LGAs of the research
region. Table 6 summarizes the findings.
The F - value was 65.00 for the effect of outsourcing Marram levy collection on LGA
revenue collection. This demonstrated that the model used adequately accounts for the

change of the independent variable with respect to the dependent variables (P 0.001).
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The R2 value of 76.47% for the variables shows that independent factors may explain
76.47% of the variation in revenue. As a consequence, the budget has a 76.47% effect
on the amount of money received. Lag one revenue has a significant (P 0.01) influence
on current revenue, with a coefficient of 0.873.

0.05. This implies that lag revenue and current revenue have a positive connection, with
each percentage point increase in lag revenue increasing current revenue by 0.873
percentage points. The Murram levy had a substantial (P 0.05) affect on income, with a
coefficient of 0.0735. This means that for every percentage point rise in the murram levy
after outsourcing, revenue increases by 0.0735 percent.

However, LGAs fail to reach income collection targets from their own sources,
according to URT (2020). This is because LGAs fail to set specific and realistic
revenue collection targets. The bulk of objectives are either over or under predicted,
resulting in huge gaps between planned and actual targets for the majority of income
streams. A lack of an up-to-date and trustworthy revenue source database, inadequate
processes for defining revenue targets, and incorrectly completed feasibility studies are
all factors that contribute to unrealistic income collection goals.

As a result, revenue collection by private agents of selected municipalities must ensure
that objectives are accurately established in order to properly monitor their performance.
Concurrently, Kimario (2014) states that there is a mismatch between LGA budgets and
revenue collections because revenue staff are not engaged throughout the budgeting

process, resulting in budget officers drafting unrealistic budgets.
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Table 4.7: ARDL Short Run Estimates for revenue collection (Autoregressive

distributed lag model)

Revenue collection Coef. Std. Err. T P>t

Revenue collection

L1. 0.8727532 0.0835646 10.44 0.000***
Murram Levy 0.0735325 0.4627425 0.16 0.875
Waste Levy 0.0735325 0.4627155 0.17 0.875
Bus stand Levy 0.0735325 0.4627155 0.17 0.875
Cons 0.0843087 0.0503213 1.68 0.102
R2 = 0.7647, F- value = 65.00, P < 0.001, ** Significant at P< 0.05 and *** =

Significant at P < 0.01

Source: STATA, Output 2023
Table 7 displays the autocorrelation test findings. Because the null hypothesis claims
that there is no autocorrelation, the data is devoid of it. The null hypothesis was not
rejected since the p-value for the Breusch-Godfrey LM test for autocorrelation was
larger than 0.05. The Durbin Watson d-statistic results show the same thing because the
Durbin-Watson is close to 2 (Durbin-Watson d-statistic (3, 43) = 2.041144).

Table 4.8: Breusch-Godfrey LM Test for Autocorrelation

lags(p) chi2 df Prob > chi2

1 0.027 1 0.8684

Source: STATA, Output 2023
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Table 8 displays the outcome of the heteroscedasticity test; while the null hypothesis
specifies that there is homoscedasticity, the data does not suffer from heteroscedasticity
because the p-value for the Cameron & Trivedi's decomposition of the IM-test for
heteroscedasticity is less than one.

The null hypothesis is not rejected because was larger than 0.05. This suggests that the
error term has a constant variance (homoscedasticity).

Table 4.9: Cameron & Trivedi's Decomposition of IM-test

Source chi2 df p

Heteroskedasticity 1.55 5 0.9073
Skewness 1.61 2 0.4472
Kurtosis 0.1 1 0.7492
Total 3.26 8 0.9169

Source: STATA, Output 2023

The data does not suffer from non-normalcy because the p-value for Skewness/Kurtosis
tests for normality was more than 0.05, hence the null hypothesis is not rejected. This
indicates that information is typically disseminated.

Table 4.10: Skewness/Kurtosis Tests for Normality

Variable Obs Pr(Skewness)  Pr(Kurtosis) adjchi2(2) Prob>chi2

Residual 44 0.2722 0.9966 1.27 0.531

Source: STATA, Output 2023
The stability test was performed to see whether the model is reliable. The model was

stable, as shown in Figure 2, since the error term was positioned between the lower and
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.0 Introduction
This chapter presents the conclusions grounded on the findings and
recommendations based on the aspects concluded in each objective and it

further presents areas for furtherstudies.

5.1 Summary of the Findings

The F - value for the effect of the Murram levy outsourcing technique on LGA revenue
collection was 65.00. This suggested that the model utilized accounts for the change of
independent factors with the dependent variables considerably (P 0.001). The R2 value
of the variables was 76.47%, indicating that independent factors could explain 76.47%
of the variation in revenue. As a result, the Murram levy has 76.47 affects on revenue
collection in the short term. Lag one revenue has a substantial (P 0.01) impact on current
performance with a coefficient of 0.873, implying that there is a positive link between
lag revenue and current revenue, with each percent rise in lag revenue increasing current
revenue by 0.873 percent.

The waste levy had a significant (P 0.05) effect on revenue collection, with a coefficient
of 0.0735, implying that for every percent rise in waste levy, revenue collection
increased by 0.0735 percent. In general, there is no long-term association between waste
levy and revenue collection since p values are larger than 0.05, indicating that actual

collection is positively related to prior years' collection but not to the waste levy. This
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might mean that the trash levy forecasts were incorrect.

With a coefficient of 0.0735, the bus stand tax affects revenue collection in such a way
that it rises by 0.0735 percent for every percent increase in the trash tax. Because p
values are more than 0.05 and actual collection has a positive association with prior
years' collection but not with the waste levy, there is often no long-term link between the
waste levy and revenue collection. This would indicate that the garbage levy's forecasts

were off.

5.2 Conclusions

Seven outsourced approach sources were discovered and documented during the
research's study period of 2016/17 to 2017/18. According to the key results, outsourcing
was a best technique that helped Temeke Municipal Council meet its revenue collection
goals.

The Temeke Municipal Council conforms to the critical factors in the choice of revenue
collection agencies, according to the findings. Through a tendering method that allows
for enough competition in the outsourcing strategy, candidates were chosen. The factors
considered include cost and quality, expertise, resource availability, prior performance,
and adherence to legal requirements. According to Vincent and Stephen (2015), local
government authorities must pay close attention to the factors utilized to choose agents,
such as price, experience, resource availability, and adherence to legal requirements.

This is pertinent to the length of time the agents have been in the industry and even to
relevant interactions with own source revenue collection. As a result, Temeke Municipal

Council's outsourcing strategy was successful because it followed key criteria for
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choosing agents as outlined in the Public Procurement Regulations, 2013 Arrangement of
Regulations, and the Public procurement (amendments) Regulations, 2016.

According to the findings, the approved budget and actual collection have no lasting
link. Actual collection and previous year collection are positively correlated, but not
with the allocated budget. Poor estimates are to blame for the discrepancy between LGA
budgets and actual income collections, claims Kimario (2014). This suggests that in
order for the outsourced strategy to be effective, Temeke Municipal Council should use
the previous years' collection as a foundation for and predictor of the income prediction
for the upcoming years. This could help in evaluating the effectiveness of the outsourced
technique.

For the majority of the outsourced revenue sources during the course of the study, the
outsourced approach aim was attained. This shows that the outsourced revenue agents'
task for collection was successful. Furthermore, as the income potential expressed in
contracts is frequently overestimated, it is possible that the official understates the true
margins (Fjeldstad et al., 2008). The fact that Temeke Municipal Council's outsourcing
strategy performed well in terms of revenue collection trends across the research period

demonstrates the usefulness of this technique.

5.3 Recommendations

Based on the results of this investigation, the following suggestions are made:

It is advised that Temeke Municipal Council make sure that prospective revenue streams
(such as the murram levy, bus stand tax, and garbage levy) are fully utilized in order to

develop realistic and reachable revenue objectives. This would lessen the chance of
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underestimating the income target, which can encourage agents to keep some of the
revenue collected from the three sources that were outsourced. Based on the results of
this investigation, the following suggestions are made:

It is advised that Temeke Municipal Council make sure that prospective revenue streams
(such as the murram levy, bus stand tax, and garbage levy) are fully utilized in order to
develop realistic and reachable revenue objectives. This would lessen the chance of
underestimating the income target, which can encourage agents to keep some of the
revenue collected from the three sources that were outsourced.

Based on the results of this investigation, the following suggestions are made:

It is advised that Temeke Municipal Council make sure that prospective revenue streams
(such as the murram levy, bus stand tax, and garbage levy) are fully utilized in order to
develop realistic and reachable revenue objectives. This would lessen the chance of
underestimating the income target, which can encourage agents to keep some of the
revenue collected from the three sources that were outsourced.

Agents must make sure they build strong connections with taxpayers and local
government personnel in order to promote tax compliance and boost revenue collection.
Revenue collection agents should regard themselves as members of the LGASs and carry
out their responsibilities to the best of their ability if they want to improve the delivery

of social services and increase revenue collection.
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5.4Areas for Further Studies

The researcher suggests that this type of study be carried out in other Tanzanian councils
because LGASs have distinct funding sources. The following topics might be the subject
of another study: Knowledge of revenue collection before and after outsourcing, the
influence of human resources on outsourced revenue collection, the influence of
management on outsourced revenue collection, the value of local government revenue
collection reforms, and the experience of rural councils with the outsourcing approach

are all topics that are covered in this collection.
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