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The production of this document is a continuation of NBS responsibilities in implementing the
Tanzania Statistical Master Plan (TSMP). The aim &f fhiblication is to reveal thecGv e r n me nt 0
economic performance in tes of tax collections from various sources in the economy for the
period between2000 and 2012. This is the first publication on Tax and Government Finance
Statistics produced by the NBS since it has become an Executive Agency in March, 1999. Tax
statistic has been lastly collected in annual basis until late 1980s. However, due to the economic
diversification, structural changes and growth in the recent years, tax collbgtGvernment has
become an obligatory. Therefore there is a need of disseminaxirgiatistics in order to analyze

its structural movement and contribution to the general economy for monitoring purposes and
formulation of tax related policies.

Preparation of this report has been a long complex endeavor involving a number of ppepis.
thanks should be extended to the Ministry of Finance and Tanzania Revenue Authority for their
generous supports in supplying us with the requested information. The NBS is looking forward to
their continuing support in future. | wish to expliciypress my sincere gratitude to all NBS staff
who participated in one way or the other to make this report a successful. In particular | thank Mr.
Ephraim E. Kwesigabo, Director for Population Census and Social Statistics and Mr. Mathius K.
Masuka, Managefor Tax Statistics Department, for supervising this exercise with cordial technical
support from Mr. Bakilla H. BaKa, Statisticianand Mr. Elienea A. MnguruteSenior Statistical
Officer both from the Tax Statisti@@epartment.

Lastly, my gratitudewill be incomplete if | shall not pay special thanks to Mr. Sango Simba, the
Environment Statistics Manager for his tremendous contribution to this report and Mr. Fred Matola,

thePrincipal Statisticiaffor his role played in editing the report.

Dr. Albina Chuwa,
Director General
NATIONAL BUREAU OF STATISTICS
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This publication cotainsvarious statistical tables and figures to illustrate tdoe statistics and
government finance performaniceTanzania Mainland.

Thereport revebs that, thee was a steady increase of revenue colledtimm 2000/01i 2011/12
fiscal yearRevenue collection increaseaiin TZS 861.3billion in 2000/01 toTZS 2,038.2billion

in 2005/06 and reach&&S 6,668.6hillion in 2011/12. However, variations percentage increase
during the periochave been observed. The highest percentage incrgagpércent) of revenue
collection was observed in 2007/@®d the worst year was 2008/08 which an increase9.8
percent of revenueascollected from precediqyea.

During 2000/01i 2011/12, otal direct taxes increased from TZS 216.4 billion in 2000/01 to TZS
637.8 billion in 2005/06 and reached TZS 2,471.5 billion in 2011018.0f this, TZS 1129.5 or
45.7 percent was collected bpyPAs You Earn (PAYEjollowed by corporate taxes (TZS 779.9
billion or 31.6 percent) and withholding taxes (TZS 279.4 billion or 11.3 percent).

On the other handhe contribution and trend of indirect taxes disaggregated by broad category of
consumption, shows that oof a total TZS 23,549.9 billion collected revendimm 2000/01 to
2011/12, an average 063.5 percenhas been contributed by taxes from ternational trade,
followed by 33.4 percenfrom consumption taxeswhile other domestic taxes and charges
contributedonly 3.1 percentver the decadélhe most interesting scenario is the double increases
of revenue collection of indirect taxes from TZS 644.9 billion in 2000/01 to TZS 1,380.1 billion in
2005/06before reachingrZSs 4,197.1 billion in 2011/12.

The govenment finance@creased from TZS 1,390.5 billion in 2000/01 to TZS 3,837.2 billion in
2005/06 before reaching TZS 10,892.3 hillion in 2011/12. Regarding growth between years, the
largest change was observed in 2007/08 with an increase of 34.2 perceatembtoghe preceding

year and the slowest rate of change was observed in 2008/09 with only 9.0 percent.

Looking at the share of contribution to the government finances, internal revenue contributed more
than external revenue in 2000/01where it contrithuteice (66.9 percent) compared to external
revenue (33.1 percent). Its contribution dropped drastically to 53.8 percent in 2004/05, but
increased thereafter to 65.8 percent in 2008/09 and reached 66.3 percent in 2011/12. Compared to
internal revenue, theontribution of external revenue increased from 33.1 percent in 2000/01 to
46.2 percent in 2005/06, but dropped significantly to 33.7 percent in 2011/12. The decline of
external revenue to the government finances is a sign of improvement in the econtonicgree

in the country.

vii
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Domestic revenue increased from TZS 929.6 billion in 2000/01 to TZS 7,221.4 billion in 2011/12
in Tanzania Mainland. Out of the total revenue collected in 2011/12, TZS 6,480.5 billion was tax
revenue (89.7 percent) while ntax revenue collected was TZS 545.4 billion (7.6 percent), and
Local Government Authorities (LGAS) collected own sources revenue which amounted to TZS
195.5 billion (2.7 percent). On the other hand, the trend of government financing from tax revenue
contributel heavily, ranging from 89.0 percent (2000/01) to 95.0 percent (2009/10) of total
government finance followed by ndax revenue which contributed between 5.0 percent (2009/10
and 2010/11) and 11.0 percent (2000/01). The contribution of revenue from L&Asignificant

in 20010/11 and 2011/12 to government finance, accounting for 2.8 percent and 2.7 percent

respectively.

Tax collection done by the TRA has improved government finance from TZS113.3 billion in
2000/01 to TZS 614.2 billion in 2006/07 and feed TZS 1,485.1 billion in 2011/12. The
improvement of government finance enabled the government to increase the ability to facilitate its
recurrent and development budgets and pay off outstanding loans accordingly.

During the period 2000/00 2011/12the Government continued to improve and to strengthen the
relationship with development partners and international financial institutions in securing grants
and concessional loans. The purpose of these efforts is to complement Government financing
efforts in the implementation of its goals to sustain economic growth and poverty reduction as
stipulated in the National Strategy for Growth and Reduction of Poverty (NSGRP) (or MKUKUTA

in Swahili) in line with the 2015 Millennium Development Godis.a resultthe government was

able to increase external revenue in the form of grants, basket funds, import support, concessional
loans and project loans. Out of total TZ24,9293 billion external revenue received from
development partners between 2000/01 and 2@15/4.1 percent was given as grants, followed by
project loans (21.2 percent), import support (11.4 percent), basket funds accounted for 6.0 percent

and concessional loans was 4.0 percent.

viii
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CHAPTER ONE
BACKGROUND INFORMATION

1.0 Introduction

The Income Tax $tistics Unitwas establisheéh the then Central Bureau of Statistics in late
1970swith the function of producingncome Tax Statistics in Tanzania. But during early 1980s,
the demand fotax statistics vas low; as such, it did not warrant tHgureau of Statisticsto
continuing investing in the production of Income Taatistics. Tax is levied on income from
employment, income from business and income from investment.

The need for investing in production of income tax statistics was due to the imprvefrtax
management in Tanzania after the establishment of Tanzania Revenue Authority (TRA) in 1996.
This was strengthened by efforts made by the Government to inform and edacqizy€rs anthe

public in general on the tax structumad its administigon. This was donén order to raise the

level of voluntary tax compliance and to improve the quality of services to the current and potential
Taxpayers andther stakeholders. TRA is a sefautonomousax administration in the country and

it has replacedhe former independent Treasury Department of Income Tax, Customs Tax, Sales
Tax and Inland Revenu&he current need of official Statistics on taxes has necessitated the NBS
in collaboration with Tanzania Revenue Authority engage in collection, coropiladnd
processing, analyzing and disseminating tax statistics in the country. NBS therefore ensures all
fundament al standards on of ficial tax statis

compilation methodologies and guidelines.

For the firg ti me NBS has managed to collect, comg
Government Finance Stati st iTheRepBeipooganizedfinebé@ T an 2z
chapters. Chapter Omgives kackgroundinformation while Chapter Tweovers onceptsand
definitions of different types of taxe<Chapter Three explains tax collection performarieapter

Four explains government finance statistics and the conclpaitiis presented @hapter Five
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CHAPTER TWO
CONCEPTS AND DEFINITIONS

2.0 Introducti on

The objective of this chapter is to explain concepts and definitions used by all producers and users
of statistics so as to enhance understanding and facilitate harmonization in the production of official
tax and government finance statistics in thentigu

21 Tax
It is a compulsory levy or charge imposed by the state in her citizens -itizems that is usually
payable in monetary terms. Taxes are compulsory financial contributions made by a person or body

of persons towards the expenditure of a joudlithority.

2.2 Types oftaxes

Basically, there are two types of taxemmely,direct andindirecttaxes. Each type is classified
according to the legal and effective incidence to the final payer

2.2.1 Direct Taxes

These are taxes | e wndoredfrom émpleymént, busiress orpowrensHipeob s

property or investment.

2.2.2 Indirect Taxes

These are taxes based on consumption. Examples of such taxegpareduty, excise duty and
ValueAddedTax (VAT). By definition the legal incidence of the tax fadls the trader who acts as
a collection agent of the Government, while the effective incidence falls on the final consumer of

goods or servie that eventually pays the tax.

2.3 Imposition of IncomeTax
It is charged and payable for each year of income byeenson wheo:

a) Has total income, which is the sum of employment, business and investment income;

b) Has a domestic permanent establishment that has repatriated income for the year of income;
or

¢) Receives final withholding payments for the year of income.
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2.3.1 Corporate Tax

It is levied on all corporate taxable profits, accruing to all companies carrying on business in

Tanzania.

2.3.2 Individual IncomeTax

This refersto;

a) Tax charged to nonorporate payers who include sole traders (proprietors) taxed at
progressive inidual income tax rates; and

byPay As You Earn (PAYE) is a tax whereby emp

2.3.3 Taxation of Small Traders With and Without Complete Records

This involveslevying income tax on all small traders who operate mostly énitiiormal sector
with and without their business records based on their annual business turnover.

2.3.4 Gains or Pprofits from Employment

These arancomes which an employee earns from an employment in the form of salary, which is
payable on daily, weekly or onthly. Theyincludes payments of wages, salary, and paymdigun

of leave, fees, commissions, bonus and gratuities, payments of any personal allowance, payments
providing any discharge or reimbursement of expenditineurred by an individual or by an
associate of an individual payment for an i
employment contributions made on behalf of the employee to retirement funds and retirement
payments made directly to employpes well as redundancgnd other payents for loss or
termination of employment relating to the year of payment and any benefits in kind.

2.3.5 Benefits inKind

These ardenefits which an employer may decide to give to the employee. These are like:
i. Motor Vehicle Benefit:Where an employee is prided with motor vehicle by an employer

for personal use in return for employment rendeesul the employer incurs all necessary
expenses to maintain the vehicteen this is a taxable benefit to the employee quantified
annually.

ii. Subsidized Loanlt is aloan to an employee provided by employer at no interest or at an
interest rate that is below the statutory interest rate.

iii. Provision of Housing:It is the value of housing provided to an employee by the employer
which is taxable benefit and is includedimh e e mpl oyeed6s mont hly pa)
is calculated as the market value of renting that housing or 15 percent of the rest of the

empl oyee6s income from employment, whicheve
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2.3.6 Gains or Profit from Business

Theseare persoml incomes from a business during a year. The followiagrning derived from
business are regarded as gains or profits and they are taxable:

i. Service fees;

ii. Incomes from trading stock (sales of business stocks);
iii. Gains from sale of business assets or liabilities;

iv. Sale ofdepreciable assets;

v. Amounts derived as consideration for accepting a restriction on the capacity to conduct the

business; and

vi. Gifts and other payments received by the person in respect of a business.

2.3.7 Gains from Investment

Income from investment include
i. Any dividend, distribution of a trust, gains from life insurance, gains from an interest in an
unapproved retirement fund, interest, natural resources payment, rent, or royalty;
ii. Net gains from realization of investment assets (Capital gains); and
iii. Amountsderived as a consideration for accepting a restriction on the capacity to conduct the
investment.

2.3.8 Losses from Business or Investments

The income tax law provides the treatment of unrelieved losses as fellows:

i. When computing income from business or inments during any year of income and a loss
is incurred which becomes unrelieved loss, the law allows it to be carried forward and offset
against future business income as the case may be, until the whole unrelievésl loss
exhausted;

ii. Apersonisallowedt deduct a foreign |l oss from inves
income from foreign source investment;

iii. A person is allowed to deduct losses other than foreign losses from investments only in
calculating the personés income from invest

iv. In cag of foreign business, loss is allowed only in calculating the foreign business income;
and

v. In case of a loss incurred in agricultural business it is allowed only in calcutstitre

personds income from agricultural business.
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2.3.9 Payment of Tax by I nstallment

a) Single installment
It is a paymenbf income tax by single installment required from any person who derives a
gain in conducting investments from realization of interest in land or buildings situated in
Tanzania.

A rate of 10 and 20 percent of thain for a resident and nonresident person respectively, is
required to pay income tax by single installment. Payment by single installment also applies
in case of nowresident person who receives a payment in conducting a business of land, sea,
or air transport or chartered (without having a domestic permanent establishment in Tanzania)
which evolves the carriage of passengers who embarked or cargo, mail or other moveable
tangible assets that are embarked in Tanzania and which are not for transit, thés paye
required to withhold 5 percent of the gross payments before the proper before the vessel,
vehicle or aircraft is allowed to leave from Tanzania.

b)  Quarterly Installment
It is a payment required from business or investments during the year of inctiraeeat of
each threemonth period commencing at the beginning of the year of income and a final
installment on the last day of the year of the income.

2.4 Consumption Taxes
These are taxes on spending of goods and services. They are usually indirectcfaxesssales tax
or Value Added Tax

2.4.1 Value Added Tax (VAT)

It is a consumption tax charged on all taxable goods and services at a standard rate of 1& percent.
isamulist age tax | evied on the difference bet we
production cost at each stage of production and distribution up to the retail stage. It is also levied on
taxable imports made by person whether or not registered for VAT.

2.4.2 DomesticExciseDuty

It is levied on certairdomesttally manufactured goods arsgrvices such as soft drinks, beer,
wines, spirit, mobile phone services, plastic shopping bags, satellite television services, cigarettes
and petroleum products.
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2.5 Value Added Tax on Imports

It is levied on all goods and services imported into the cowmtlgss such goods and services are
specifically exempted under the VAT law. All importers must pay VAT regardless of wtather
not theyregistered for VAT. However, importers who are registered for VAT can claim as an input
tax in their business, the VAJaid on the imported goods. However, for VAT on imported services

the input tax is treated as reverse charge hence added to the value of the service.

2.6 Other Taxes
2.6.1 Skills Development Levy (SDL)

This is a tax charged on an employer to pay expenses forddilédopment. This tax is based on

the total gross emoluments paid by an employer to the employees (currently, at a rate of six
percent). The gross emoluments include salary, wage, leave pay, payment in lieu of leave,
subsistence allowance, etc.

2.6.2 StampDuty

This a taxduty paid on certain legal instruments/transactions, affidavit, conveyance and lease
agreements. The duty rate éme percent based on the consideration applicable orbnsimess
persons when issuing a receipt whenever tledlytiseir privatdy owned assets/properties. Stamp

duty on conveyance of agricultural land snkaniarShilling 500/=.

2.6.3 Airport Service Charge

Refers to charges levied on passengers who board an aircraft at any airport in Tanzania.

2.6.4 Port Service Charge

Refers to charge®vVied on passengers who travel by a passenger shipping vessels at any port in
Tanzania.

2.6.5 Motor VehicleRegistration and Transfer Tax

Refers to charges levied when a person is registeniricansfering a motor vehicle and motor

cycle.

2.6.6 Motor VehicleAnnual LicenseFee

It is charged on annual basis according to motor vehicle engine caphatitythat: Tractors which
are used sely for agriculture are exempted from the annual license fee.
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2.7 CustomM odernization Programme

This refers to enhance efficiency dreffectiveness in revenue collecticst the same timéo
facilitate the international trade. Some of the programs include Post Clearance Audit, Destination
Inspection Scheme, Computerized Risk Management System, Agreement on Customs Valuation

and Compliat Traders Scheme.

2.7.1 PostClearanceAudit

This is a trade facilitation tool where goods can be cleared prior to physical examination in
Tanzania. The system verifies the accuracy of declaration through the examination of goods,
records, business system aldrelevant customs commercial data held by persons and companies
directly or indirectly involved in international trade.

2.7.2 Destination Inspection Scheme (DSI)

This is the verification of the importér declaration at the point of destination in Tanzamiaugh
certain procedures for the purposes of:
i. Determining the quality and quantity of goods imported;
ii. Establishing the value of goods as compared to the declaration made by the importer;
iii. Establishing the country of origin and supplier;
iv. Determining the gplicable customs tariff code under which the goods are to be classified
and tax is computed;
v. Providing TRA with Computerized Risk Management Database, which sadsist
determining levels of intervention and valuation process; and

vi. Enhancing security and ernational trade facilitation.

2.7.3 Computerized Risk Management System (CRMS)

This is a system whicldentifies risks associated with each import transaction and determines the
applicable level of intervention:
a) Low Risk: Goods covered by these transactionaynbe released without physical
inspection.
b) Medium Risk: Consignments will be subjected to-Ray scanning. In caskhere isno
discrepancy detecteduch goods will be released without physical inspection.
c) High Risk: Transaction will be subjected to phyalidnspection by customs officers to

determine compliance.
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2.7.4 Agreement on Customs Valuation (ACV)

This is asystem of goods valuatiomhich provides for use of price actually paid or payable for the
goods and forbids the use of arbitrary and fictitiousues. All signator e sodntries including
Tanzania arebliged to implementthe World Trade Organization (WTQO) agreememt customs

valuation

2.7.5 Compliant Traders Scheme

This scheme allows the audit exercise to be carried after the goods have beenTdheasetieme
was introduced with a view of facilitating trade through speed clearance of imported goods.

2.8 Tax Incentives

2.8.1 Exempted|mport Duty

It is a relief on the paymesbf import duty tax for goods and services imported in Tanzania. The
exempted from import duty include all importers of raw materials, electronic cash registers,
replacement parts, inputs for manufacturing agricultural equipment, inputs for horticulture and
agriculture, hotel equipment, computer software, packing materials for manufgech&ticaments

and solar equipment and accessories.

2.8.2 Import Duty Drawback

It is a scheme which allows exporters to claim refund of import duties paid on raw materials and
other inputs used in the production of goods that are exported from Tanzania.iEnm ss used
as a measure to remove fiscal obstacles to export development. It snahpdés used in
production process that do not form part of the qualified product e.g. catalysts and some other

chemical agents.

2.8.3 Withholding Tax onDividends andl nterest

It refers to taxes paid by investors with incentive certificates.

2.8.4 Export Processing Zone (EPZ)

It is an area where goods processed or manufactured are exempted from import duty and other

taxes.
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2.9 Local GovernmentTaxes

Tanzania has two-tier system ofgovernment that is the central government and the local
government, which is at the district, town, and municipal or city leMadst of the local
government authorities collect taxdees and levies in: property tax, service levy, hotel levy or
guest louse levy, slaughtering fees, billboards and sign fees, market fees, trading license fees, and

liquor licensefees.

2.9.1 Property Tax

It is charged to owners of properties. It is an important source of revenue for urban councils in
Tanzania. Some propertiekdi museums, places of worships, aerodromes and land used for
sporting purposes, properties of charitable and educational institutions are exempted from property
tax. The rate of the tax is fixed by the local authority (the councilors) through enactiagidy
depending on the value and location of the property.

2.9.2 ServiceLevy

This levy is charged on the value of goods manufactured by local industries. It is mainly for urban
local authorities and it replaces the industfeds All corporate entities, whiclpay the service

levy, are exempted from paying agricultural prodfems Currently, the levy is charged at a rate of

0.3 percent of the turnover net of VAT for corporate entities.

2.9.3 Other Taxes andFees

Most of local authorities charge and collect feesnfdifferent sources such as local markets and

stores, slaughtering activities, burial services, billboards and sign fees and liquor fees.

2.10 Subsidies
It is the funds from Central Government allocated to support the budget for Local Governments

recurrent andievelopment expenditures.

2.11 External RevenueSources
This is another source of revenues of the country through external by multilateral and bilateral
grants (Aid) and loans. These are grants with tie, grants without tie and loans (soft loans and hard

loans.



a)

b)

c)
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Aid (Grants) with tie

In this type of aid the giving (or donor) country also benefits economically from the aid. This
happens as the receiving country has to buy goods and services from the donor country to get
the aid in the first place. In buildyj a dam, for example, the Great Britain may insist that
their companies, experts and equipment are used. Whether the aid is given may depend on the
receiving country agreeing to buy e.g. military jets from the ddmoother words,ied aid
describes of€ial grants or loans that limit procurement to companies in the donor country or

in a small group of countries. Tied aid therefore often prevents recipient countries from

receiving goods value for money for services, goods, or works.

Aid (Grants) with out tie

Untying aid, remove the legal and regulatory barriers to open competition for aid funded
procurement. Generally, it increases aid effectiveness by reducing transaction costs and
improving the ability of recipient countries to set their own couitsalso allows donors to

take greater care in aligning their gicbgramswith the objectives and financial management

systems of recipient countries.

Loans

A loan with no interest orrainterest belowthe market rate or loans made by multinational
development bankswhich areaffiliates by the World Bank and government agencies to
developing countries that are unable to borrow at the marketTiadee are two types of

loans; that is soft loan and hard loan.

i)  Softloan

Soft loans are loans that haleient terms, such as extended grace periods in which only
interest or service charges are due, and interest holidays. Soft loans typically offer longer
amortization schedules in some cases up to 50 years and lower interest rates than

conventional bankoans.

i) Hard loan

A hard moneyoanis a specific type ohssetbased loarinancingthrough which a bwower
receives funds secured by the value of a parcedaifestateHard money loans are typically
issued by private investors or companies. Interest rates are higher than iocoavent
commercial or residential property loans because of the higher risk taken by the lender. Most
hard money loans are used for projects lasting from a few months to a few years. Hard money
is similar to abridge loan which usually has similar criteria for lending as well as cost to the
borrowers.
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2.12 Other Central RevenueSources
Certain levies and fees are also collected as revenue by the Ministry of Finance and by other
GovernmenMinistries, Departments and Agencies.

a) Ministry of Finance
In addition to revenue collected through the Tanzania Revenue Authority (TRA), the Ministry
of Finance recems revenue from dividends fronastatal enterprises.

b)  Other Ministries
Other ministries also collect revenue which contributes central government revenue.
Principal revenue sources outside the Ministry of Finance include the following:
1) Ministry of Natural Resources and Tourism: Fees, fines, penalties and forfeitures related

to servies and charges and exploitation of natural resources which include forestry and

beekeeping; wildlife and tourism development.

2) Ministry of Constitutional Affairs and Justice: Fees, fines and forfeitures related to

services and charges which include coeesfand magistrate fees.

3) Ministry of Energy and Minerals: Royalties from minerals and gas, sales of minerals,

fees for geological, mineral sorting and exploration activities.

4) Ministry of Education and Vocation Training: Charges on services rendered in

comection with examination fees and facilities charges.

5) Ministry of Community Development, Gender and Children: Fees related to tuition fees

from training and folk development cedjes.

6) Ministry of Home Affairs: Visa, passport and immigration departmengsfinfees,
penalties and forfeitures, traffic offence penalties, motor vehicle inspection fees, driving
school licenses, fire arms licenses, receipts from identification fees, sales of prison farms
and industries.

7) Ministry of Transport: Charges and feefated to regulatory services in air transport and

communication; meteorology and civil aviation services.

8) Ministry of Lands, Housing and Human Settlements Development: Land rent and service

fees paid in respect of property charges and survey and mappiiagse

9) Ministry of Works: Service fees and sales of supplies charged by the electrical and

mechanical department; and supplies department.

11
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10) Ministry of Foreign Affairs and International Cooperation: Visa fees collected by

overseas missions.
11) Ministry of Industry, Trade and Marketing: Fees for business licenses.

12)Pri me Ministerso6 Office: Regul atory and

charge of the Government printer.

13) Ministry of Agriculture, Food Security and Qiperatives: Service fees for apit

guarantine and phytosanitary services; aneb@@rative Societies registration fees.

14) Ministry of Constitutional Affairs and Justice: Court fees. Fines and penalties for
offences. Charges, fees, forfeitures and penalties on services rendered foremhintiag

and death registrations.

15) Ministry of Health and Social Welfare: Fees, fines, penalties and forfeitures related to
curative health services.

16) Ministry of Communications, Science and Technology: Training, examination and
school fees for higher eduaan.

17) Ministry of Water: Water laboratory services.

18) Ministry of Livestock Development and Fisheries: Fees, fines and forfeitures related to
services and charges which include registration fees, livestock movements permit fees,
livestock market fees andgwn fishing licenses. Livestock development fund, veterinary
services on export duties, fishing and export licenses, export and import royalties.

Regions
All Regional Administrative Secretariats (which aggart of Central Government) collect
service ees andicense fees for food premises and revenue from public property.

Executive Agencies
Many executiveagencies of the government collectevenue, but this revenue is used to

administer the agencies themselves and is not part of the centralrgenébudget.

12
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CHAPTER THREE
TAX COLLECTION PERFORMANCE

3.0 Introduction

This Chapter explains tax collection performance from 2000/01 to 2011/12 in Tanzania Mainland.
The information on volume and trend of tax collection categories into langatlies ofouces of
government revenuelomestic revenue, which includes both tax andtagnmevenues; and external
assistance, which comprises of grants and loans from bilatedsdr multilateral agenciesthe
Chapter also explains major tax contributors from dmohd category of revenue sources.

3.1 DomesticRevenue

Basically, domestic revenues in Tanzamiacollected in the form of tax reversiby themandated
Tanzania Revenue Authority (TRA), arecutive agency under the Ministry of Finance, which was
establitied in 1996 Taxescollected by TRA includéncome tax, vala added tax, import tax and

excise duty.

3.1.1 IncomeTax

This is a major source of government revenue collected in the forntaaf @n gains and profits
from business, employment and investment rafividuals, corporate and other entitids.is
charged either by direct or indirect iaslividual income tax, corporate tax, the Rajs i You i

Earn (PAYE) system for employees, presumptive income tax for small individual business,
provisional and finawithholding taxes and capital gains tavall these are parts of a coherent

income tax system.

Direct and Indirect Taxes

Table 3.1and Figure 3.1 showotlectionsand contributions of direct and indireexesto the
domestic revenue ihanzania MainlandBetween 2000/01 and 2002/03, indirect taxes collections
were three times the direct taxes. The gap was narrowed to twice2@@i04 to 2011/12. This

means that, collection of direct taxes has improved in recent years. Table 3.1 also shows that there
was a steady increase of revenue collection in absolute numbers. Revenue collection increased form
TZS 8613 billion in 2000/01 torZS 2,038.2billion in 2005/06 and reached TA5668.6 billion in
2011/12.However, variations orpercentage increase betweesags have been observed. The
highest percentage increg82.3 percentdf revenue collection was observed in 2007/08 due to the
increase of TZ$846.3 billion from TZS2,619.5 billion collected in 2006/07 to TZ5465.8 billion

in 2007/08. The worst yearas 2008/09 which managed to increase only 9.8 percent of revenue
collected from preceding year (Table 3.1).
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Table3.1:  Collection and Contribution of Direct and Indirect Taxes to the Domestic Revenugn TZS
Million), Tanzania Mainland, 2000/01i 2011/12
Direct Taxes Indirect Taxes Total Changes of Taxedetween Years
vear Amount Percent Amount Percent Amount Percent
2000/01 216.4 25.1 644.9 74.9 861.3
2001/02 256.2 26.2 720.4 73.8 976.6 115.3 13.4
2002/03 3124 27.3 831.9 72.7 1,144.3 167.7 17.2
2003/04 405.5 29.3 982.2 70.7 1,387.7 243.4 21.3
2004/05 510.9 30.4 1,172.8 69.6 1,68.7 296.0 21.3
2005/06 637.8 31.6 1,400.4 68.4 2,088.2 354.5 211
2006/07 853.5 32.6 1,765.0 67.4 2,619.5 581.3 28.5
2007/08 1,105.7 31.9 2,360.1 68.1 3,466.8 846.3 32.3
2008/09 1,349.8 324 2,811.8 67.6 4,161.6 695.8 20.1
2009/10 1,498.0 32.8 3,072.4 67.2 4,570.4 408.8 9.8
2010/11 1,839.9 33.7 3,620.2 66.3 5,460.1 889.7 19.5
2011/12 24715 35.7 4,1971 64.3 6,668.6 1,208.5 22.13

Source:Tanzania Revenue Authorit3014

Figure 3.1: Percentage Contribution of Direct and Indirect Taxes to Domestic Revenue, Tanzania Mainland,
2000/017 2011/12
m Direct Taxes Indirect Taxes
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a) Direct Taxes

Table 3.2 shws different types of direct taxes collected in the reference period. The sFetvis
that out of TZS 11,457.7 billion of direct taxes collected betw2@d0/01 and 2011/12, 47.5
percentwas collected througRAYE followed byccorporate taxe€30.0 percet) andwwithholding

taxes(9.3 percentwhile the gaming taxand other direct taxesntributed the leagtercentages of

0.1 and 0.7 respectively
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Table 3.2 shows a steady increase in the direct tax revenue over the period 2000/01 to 2011/12
although theravere variations in the yearly increases. Total direct taxes increased from TZS 216.4
billion in 2000/01 to TZS 637.8 billion in 2005/06 and reached TZS 2,471.5 billion in 2011/12
(Table 3.2). An increase between 2010/11 and 2011/12 was TZS 631.6 bifjiovalent to 34.3
percent.

Table3.2:  Contribution of Various Taxes to Total Direct Tax (in TZS Billion), Tanzania Mainland, 2000/01i

2011/12
Changein
Type of Tax Collection between
Year . Years
B.Skils i dividual —— ) Total
PAYE & Corporate  Withholding Rental ~ Gaming  Others Direct | Amount  Percent
Develop. Tax
2000/01 92.7 15.8 12.9 46.6 415 5.6 - 1.2 216.4
2001/02 116.6 255 14.0 57.1 34.8 7.0 - 1.3 256.2 39.8 18.4
2002/03 1397 29.6 155 78.4 38.6 8.6 - 2.0 312.4 56.3 22.0
2003/04 183.2 37.8 18.3 109.1 43.5 11.0 - 2.6 405.5 93.1 29.8
2004/05 234.1 435 26.1 152.7 42.6 8.7 - 3.2 510.9 105.4 26.0
2005/06 288.3 53.8 314 203.3 46.9 106 - 3.4 637.8 127.0 249
2006/07 408.6 61.1 31.2 267.2 68.0 121 - 53 853.5 215.7 33.8
2007/08 512.2 76.5 36.3 374.6 81.1 16.9 - 8.2 1,105.7 252.2 29.6
2008/09 662.3 917 421 414.7 105.3 239 2.7 7.2 1,349.8 244.1 221
2009/10 743.4 110.2 48.6 418.3 137.7 29.0 3.2 7.5 1,498.0 148.1 11.0
2010/11 928.5 120.0 58.4 537.6 142.1 33.0 4.1 16.3 1,839.9 342.0 22.8
2011/12 1’122' 138.9 65.8 779.9 279.4 57.4 33 17.4 24715 631.6 343
Total 5,439.0 804.5 400.6 3,439.5 1,061.5 223.8 133 75.6 11,457.7
Percent 47.5 7.0 3.5 30.0 9.3 2.0 0.1 0.7 100.0

Source:Tanzania Revenue Authority, 2014

Figure 3.2:  PercentageContribution of Various Taxes to Total Direct Tax, 2011/12

BPAYE mCooporate  ®Witholding W Bskilss and Devip  m Others
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b) Indirect Taxes

Table 3.3 and Figure 3show the contribution and trend of indirect taxes bispadtegoized as
consumption taxes; other domestic taxes and charges; and international tradiutarge2000/01

T 2011/12. Out othe totalTZS 23549.9billion collected in the referengeeriod, 635 percent of
was contributed by taxes from international trade followed by consumption taxdspé8ent)
while other domestic taxes and charges douted only 3.1 percent. The most interesting situation
was the increase of revenue colledtfrom indirect taxesin five years intervals. The collection
increased td@ZS 1,3801 billion in 2005/06 from TZS 64.9 billion in 2000/01 in and reached TZS
4,197.1 billion in 2011/12.

Table3.3:  Contribution and Trend of Indirect Taxes (in TZS Billion) by Broad Categories, Tanzania
Mainland, 2000/01i 2011/12

vear Consumption Taxes Ti?:sr g (():mhzfggs International Trade Taxes lnd‘:’gﬁ Chzggﬁ;zr?s!zgon
Amount Percent  Amount Percent Amount Percent Taxes [ Amount Percent
2000/01 209.0 32.4 22.1 3.4 413.8 64.2 644.9
2001/02 238.7 33.1 25.0 3.5 456.7 63.4 720.4 75.5 11.7
2002/03 286.8 34.5 26.0 3.1 519.1 62.4 831.9 111.4 155
2003/04 319.4 32.6 32.0 3.3 628.2 64.1 979.6 147.7 17.8
2004/05 394.1 33.7 25.8 2.2 749.3 64.1 1,169.1 189.5 19.3
2005/06 466.5 33.8 30.0 2.2 883.6 64.0 1,380.1 211.0 18.0
2006/07 595.6 33.8 36.3 2.1 1,132.5 64.2 1,764.4 384.3 27.8
2007/08 768.5 32.6 74.0 3.1 1,515.4 64.3 2,357.9 593.5 33.6
2008/09 979.3 34.8 83.8 3.0 1,748.7 62.2 2,811.8 453.9 19.3
2009/10 1,031.6 33.6 97.4 3.2 1,943.4 63.3 3,072.5 260.7 9.3
2010/11 1,152.1 318 131.7 3.6 2,336.4 64.5 3,620.2 547.7 17.8
2011/12 1,429.0 34.0 151.8 3.6 2,616.3 62.3 4,197.1 576.9 15.9
Total 7,870.7 33.4 735.9 3.1 14,943.3 63.5 23,549.9
Percent

Source:Tanzania Revenue Authority, 2014
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Figure 3.3:  Collection Trend of Indirect Taxes(in TZS Billion) by Broad Categories, Tanzania Mainland,
2000/017 2011/12
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i. Consumption Taxes

According to its definition, consumption tax comprises two tax categories namely, excise
(Domestic) and aggregate VAT of domestic products and services. Table 3.4 shows that aggregate
VAT contributed 70.4 percent of indirect tax collection compared to 29.G&mesxcises VAT

during 2000/01 2011/12 periods. With respect to aggregate VAT, revenue collected through VAT

on domestic services was much higher (40e8 cent) than revenue collected from VAT on
domestic products (29.6 percent). Looking at the tretidsdifference was small in the first five

years and the gap widened thereafter as indicated in Table 3.4.
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Table3.4:  Contribution and Trend of Consumption Taxes {n TZS Billion) by Type of Tax, Tanzania
Mainland, 2000/01i 2011/12

Change in
Domestic Excise Taxes| Aggregate VAT Collection between
Total | Years

Year VAT on VAT on Con_?:)r(ne;;lion

Amount Percent | Domestic  Percent Domestic  Percent | Total VAT  Percent Amount  Percent
Products Services

2000/01 69.0 33.0 140.0 67.0 - - 140.0 67.0 209.0
2001/02 72.8 30.5 165.9 69.5 - - 165.9 69.5 238.7 29.7 14.2
2002/03 85.3 29.7 92.9 324 108.6 37.9 201.5 70.3 286.8 48.1 20.1
2003/04 92.9 29.1 105.3 33.0 121.2 38.0 226.5 70.9 319.4 326 11.4
2004/05 110.3 28.0 127.3 323 156.4 39.7 283.7 72.0 394.1 74.7 234
2005/06 135.1 29.0 122.6 26.3 208.9 44.8 331.4 71.0 466.5 724 18.4
2006/07 176.0 29.5 191.4 321 228.2 38.3 419.6 70.5 5956 129.1 277
2007/08 220.6 28.7 199.7 26.0 348.2 45.3 547.9 713 768.5 172.9 29.0
2008/09 286.7 29.3 243.7 24.9 448.9 45.8 692.6 70.7 979.3 210.8 274
2009/10 303.8 29.5 252.4 24.5 475.4 46.1 727.8 70.5 1,031.6 52.3 53
2010/11 326.3 28.3 304.9 26.5 520.9 45.2 825.8 717 1,152.1 120.5 11.7
2011/12 450.0 315 383.8 26.9 595.3 41.7 979.1 68.5 1,429.0 276.9 24.0

Total 2,328.7 29.6 2,330.0 29.6 3,211.9 40.8 5,541.9 70.4 7,870.7

Source Tanzania Revenue Authority, 2014

Note :€) indicate missing information

Figure 3.4: Trend of Consumption Taxes in TZS Billion) by Category, Tanzania Mainland, 2000/0% 2011/12
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