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Abstract: Tax compliance in Zimbabwe is significantly hampered by various factors, particularly in the context
of Zimasco (Pvt) Ltd and the Zimbabwe Revenue Authority (ZIMRA). This study investigates the challenges that
hinder effective tax collection, focusing on issues such as tax evasion, informal economic activities, corruption,
and inadequate taxpayer education. Employing a quantitative research methodology, the research gathered data

from a purposive sample of 30 participants with relevant experience in tax processes at Zimasco. Findings reveal
Citation that tax evasion and informal activities are major barriers, compounded by public perceptions of corruption and
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authorities.

inadequate enforcement mechanisms. The results underscore the need for enhanced transparency, robust
education programs, and improved administrative processes to bolster tax compliance. This study contributes
valuable insights to policymakers and tax authorities aiming to enhance revenue generation in Zimbabwe,
emphasizing the importance of addressing systemic inefficiencies and fostering trust between taxpayers and
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INTRODUCTION

Tax collection is a vital function for any
government, serving as a primary source of revenue to
fund public goods, services, and infrastructure. In
Zimbabwe, the Zimbabwe Revenue Authority (ZIMRA)
plays a crucial role in revenue generation through tax
collection. However, despite ZIMRA's efforts, there are
several factors that hinder the effective collection of
taxes. This research aims to investigate and analyze the
factors that militate against tax collection by ZIMRA,
shedding light on the challenges faced by the authority
and proposing potential solutions to improve revenue
mobilization. By understanding and addressing these
obstacles, ZIMRA can enhance its tax collection
mechanisms, strengthen revenue generation, and
contribute to the socio-economic development of
Zimbabwe. While previous research has examined tax
collection challenges faced by revenue authorities in
developing countries, there is a lack of specific studies
focused on the factors hindering tax collection by the
Zimbabwe Revenue Authority (ZIMRA). Most existing
literature on this topic tends to provide a broad,
generalized perspective, without delving deeply into the
unique contextual factors affecting tax mobilization
efforts in Zimbabwe.

The proposed research aims to address this gap
by conducting a focused investigation into the specific
factors that militate against effective tax collection by
ZIMRA. By using Zimasco (Pvt) Ltd as a case study, the
research can provide nuanced, organization-specific

insights that unveil the unique challenges faced by
ZIMRA in this particular setting.

LITERATURE REVIEW.

Theoretical Framework

Agency theory is a theoretical framework that
examines the relationship between principals (taxpayers)
and agents (tax authorities) in the context of tax
compliance and collection as indicated by (Ferrara et al.
2023). The theory emphasizes the issues of delegation,
control, and incentives, and how they affect the behavior
of both parties. In the context of ZIMRA’s presumptive
tax collections, agency theory can be used to guide
research into the alignment of interests between
taxpayers and tax authorities, and how information
asymmetry, moral hazard, and adverse selection affect
compliance and collection efforts.

Previous studies have applied agency theory in
the context of taxation in various countries, including
Europe, Africa, and Zimbabwe. Agency theory has been
applied by European researchers to examine the
relationship between taxpayers and tax authorities in the
context of VAT compliance. This theory focuses on the
relationship between principals (taxpayers) and agents
(tax authorities), and how their interests may not always
align, leading to potential conflicts according to
(Musumbani et al. 2022). The design of incentive
structures, monitoring mechanisms, and accountability
frameworks plays a crucial role in influencing
compliance behavior in this context. In the context of
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VAT compliance, agency theory suggests that taxpayers
may seek to minimize their tax burden, while tax
authorities aim to maximize tax collection. This
misalignment of interests can lead to non-compliance if
not properly addressed. Chilunjika, (2018) found that the
design of incentive structures, such as penalties for non-
compliance or rewards for timely and accurate reporting,
can influence taxpayer behavior. For example, imposing
strict penalties for non-compliance may deter taxpayers
from engaging in fraudulent activities.

Moreover, monitoring mechanisms, such as
data analytics and risk-based audits, can also impact
compliance behavior. Tax authorities can use advanced
technology to detect irregularities in VAT reporting,
which may act as a deterrent for potential non-
compliance (Wadesango et al. 2022). Additionally, the
establishment of clear accountability frameworks, where
both taxpayers and tax authorities are held responsible
for their actions, can contribute to fostering a culture of
compliance. The findings from the application of agency
theory in studying VAT compliance highlight the
importance of understanding the dynamics between
taxpayers and tax authorities. Prichard, (2019) admits
that considering the principles of agency theory,
policymakers and tax administrators can develop more
effective strategies to promote VAT compliance and
mitigate non-compliance risks.

Agency theory has been applied in African
studies to investigate the impact of tax administration on
tax compliance. The research conducted in this area has
revealed that the utilization of third-party information
and the provision of clear and transparent information
can significantly enhance tax compliance (Wiklef &
Whatmore, 2020). This finding underscores the
importance of leveraging external sources of information
and ensuring transparency in tax administration to foster
compliance among taxpayers. By incorporating these
elements into tax systems, authorities can potentially
improve overall compliance rates and contribute to more
effective revenue collection.

Furthermore, the Agency theory has also been
applied in Zimbabwe to examine the relationship
between taxpayers and tax authorities in the context of
income tax compliance. According to ldewele, (2020),
the design of incentive structures and monitoring
mechanisms can significantly influence compliance
behavior. The research found that the use of third-party
information can improve the efficiency of tax collection.
In the context of Zimbabwe, the tax authorities have
implemented various measures to encourage tax
compliance among taxpayers. These measures include
the use of tax incentives, such as tax deductions and
exemptions, to motivate taxpayers to report their income
accurately and on time. Additionally, the tax authorities
have established a robust monitoring system to track
taxpayers’ compliance with tax laws and regulations.
The tax authorities in Zimbabwe have also implemented

the use of third-party information to improve tax
collection. This includes the use of data from employers,
banks, and other government agencies to verify the
accuracy of tax returns filed by taxpayers. The use of
third-party information can help to identify discrepancies
in tax reporting and reduce the likelihood of tax evasion.
According to Kalomba et al. (2020), the use of incentive
structures and monitoring mechanisms has been effective
in improving tax compliance in Zimbabwe. The research
found that taxpayers who received tax incentives were
more likely to report their income accurately and on time.
Additionally, the use of third-party information
improved the efficiency of tax collection by reducing the
likelihood of tax evasion.

Based on these studies, it is clear that agency
theory can provide valuable insights into the challenges
faced by tax authorities in collecting taxes, and how these
challenges can be addressed through the design of
incentive structures, monitoring mechanisms, and
accountability frameworks. By applying agency theory
to the context of ZIMRA’s presumptive tax collections,
the researcher was able to gain a better understanding of
how to improve compliance and collection efforts.

Zimasco (Pvt) Ltd. plays a crucial role in the
Zimbabwean economy. According to Tanda & Genc,
(2024), Zimasco is a leading producer of chrome ore and
ferrochrome, a key export commaodity. This significant
role makes Zimasco a prime case study for understanding
tax collection challenges faced by the Zimbabwe
Revenue Authority (ZIMRA).

Several scholars have explored tax collection
challenges in the African mining sector. Ngowi, (2021)
examine the issue of transfer pricing in the mining
industry, a practice where companies manipulate the
pricing of goods and services between subsidiaries to
reduce taxable profits. This can be particularly relevant
to Zimasco, as it may have international operations.
Despite Zimasco's importance, there appears to be a
limited body of research specifically focused on tax
collection between Zimasco and ZIMRA. This lack of
research highlights the need for the current study. By
focusing on Zimasco as a case study, the research can
contribute valuable insights into the specific challenges
faced by ZIMRA in collecting taxes from the
Zimbabwean mining sector.

Key Variables for the Study

e Tax Policy and Legislation: The clarity and
effectiveness of Zimbabwe's tax laws and
regulations pertaining to the mining sector will be
crucial. This includes income tax rates, mineral
royalties, and transfer pricing regulations, as
explored by (Sebele-Mpofu & Msipa, 2020).

e ZIMRA's Capacity: The efficiency and capabilities
of ZIMRA in tax administration, auditing, and
enforcement will play a significant role. This aligns
with research by Ngowi, (2021) who emphasize the
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importance of institutional capacity for effective tax
collection.

e Zimasco's Tax Compliance Practices: Zimasco's
internal controls, accounting practices, and
transparency in tax reporting are essential variables.
A willingness to cooperate with ZIMRA audits, as
emphasized by Mpofu, (2023), will also be crucial.

e Economic Conditions: The overall economic
climate in Zimbabwe can influence tax collection.
Factors like inflation, exchange rates, and global
commodity prices can impact Zimasco's profitability
and tax liabilities.

e By examining these key variables in the context of
Zimasco and ZIMRA's interaction, the study can
identify the specific factors that hinder effective tax
collection. This will provide valuable insights for
policymakers and tax authorities to improve the
efficiency and effectiveness of the tax collection
system in Zimbabwe.

Factors that militate the collection of taxes

Kalomba et al. (2020) conducted study on the
factors affecting local revenue generation in local
governments: a case study of Wakiso district. The study
used a cross sectional study with both quantitative and
qualitative approaches. Primary data was collected on
300 respondents using closed ended and open ended
questionnaire and interviewed 7 respondents. Results on
the major source of local revenues revealed that business
licenses, market fees property tax, fish levy, business
licenses, fines, penalties, revenue from agricultural and
forestry products market fees, bus stand and car parking.
The trend of local revenue collection kept fluctuating
over the period of time with the tremendous decrease of
from 2016 to date which justifies the poor performance
at Wakiso district due to inadequate financing of
activities.

Inequity between Input and Output

Tax compliance is a complex issue influenced
by various factors, including the perception of the
government’s provision of basic goods and services.
When taxpayers believe that the government is failing to
deliver essential goods and services, it can lead to tax
evasion and avoidance (Wiklef & Whatmore, 2020).
Musumbani et al. (2022) Equities and exchange theory
on compliance suggests that compliance is an exchange
transaction in which both parties seek to benefit.
According to this theory, taxpayers are more likely to
comply with tax regulations when they perceive equity
in the system. Several studies have explored the
relationship between perceived inequity and tax
compliance in different regions. In Europe, research has
shown that inequity between input and output can hinder
tax collection. For instance, a study by Wiklef &
Whatmore, (2020) found that perceived inequity in the
provision of public goods and services can lead to lower
tax morale and reduced compliance. Similarly, in Africa,
studies have highlighted the impact of perceived inequity
on tax compliance. A study by Wadesango et al. (2022)

found that African countries with higher levels of
corruption and perceived inequity tend to have lower
levels of tax compliance.

Perceived Fairness of the Tax System

Perceived fairness of the tax system has been
identified as a significant factor influencing tax
compliance in various regions, including Europe, Africa,
and Zimbabwe. Research conducted by Prichard, (2019)
suggested that high tax rates and the overall design of the
tax system can impact tax compliance. When taxpayers
perceive tax rates as exorbitant and the tax system as
unfair, they may feel a heightened tax burden and a
decrease in after-tax income. This perception of
unfairness can lead taxpayers to exploit loopholes and
engage in tax avoidance strategies (Kalomba et al.
2020).In Europe, studies have shown that perceived
fairness of the tax system significantly affects tax
compliance. For example, research by Musumbani et al.
(2022) found that fairness perceptions were positively
associated with tax morale and compliance behavior
among European taxpayers. Similarly, a study by Wiklef
& Whatmore, (2020) highlighted the importance of
fairness perceptions in shaping taxpayers’ compliance
decisions in European countries. In a study conducted in
Australia, Bin-Wadesango et al. (2022) found that
perceived fairness of the tax system was positively
related to tax compliance behavior. Similarly, a study in
the United States by Farrar et al., (2020) revealed that
fairness perceptions were positively associated with tax
compliance. In Canada, research by ldewele, (2020) also
demonstrated that fairness perceptions influenced tax
compliance behavior. These studies align with the
findings from Europe, indicating that the perceived
fairness of the tax system plays a crucial role in shaping
tax morale and compliance behavior across different
countries.

Perceived Transparency and Trust in Tax Authorities
According to Kalomba et al. (2020), in his study
on the slippery slope model, he suggested that a lack of
openness and answerability in the use of government
funds contributes to public distrust of both the
government and tax system. This, in turn, can increase
the motivation of taxpayers to avoid and evade taxes.
This idea is supported by previous studies from Europe,
Africa, and Zimbabwe, which have found that perceived
transparency and trust in tax authorities are important
factors in hindering the collection of taxes. For example,
a study by Kalomba et al. (2020) found that transparency
and accountability are essential for maintaining public
trust in tax authorities and ensuring compliance with tax
laws. Wiklef & Whatmore, (2020) examined the impact
of trust in tax authorities on tax compliance behavior in
European countries. The findings revealed a consistent
pattern across different European nations, indicating that
higher levels of trust in tax authorities were associated
with greater tax compliance. This suggests a
convergence in the understanding of the crucial role
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played by trust in fostering tax compliance across various
European countries.

Lack of awareness

Taxpayers’ lack of awareness of their tax
obligations and the potential penalties for noncompliance
can indeed stem from various factors, including a lack of
education or understanding of tax laws and regulations.
This issue has been the subject of numerous studies, with
research from both developed and developing countries
highlighting areas of convergence and divergence in this
regard. For example in a study conducted by Timothy &
Abbas, (2021), researchers found that in both developed
and developing countries, there was a common trend of
taxpayers lacking comprehensive knowledge about their
tax obligations. This lack of awareness often resulted in
inadvertent noncompliance with tax laws. The study
revealed that taxpayers in both types of economies
struggled with understanding complex tax regulations,
leading to unintentional errors in their tax filings.

METHODOLOGY

The study employed quantitative research approach.

Sampling, Data Collection & Analysis

The study will adopt a purposive sampling
technique to ensure the selection of participants who
possess relevant knowledge and experience in tax
collection processes and practices within Zimasco (Pvt)
Ltd. The sample size will be determined based on the
principle of data saturation, where the collection of
additional data ceases to yield new insights or themes.
The sample size was 30 people from Zimasco (Pvt) Ltd.

DATA ANALYSIS AND
DISCUSSION

Descriptive Statistics

N  Minimum Maximum Mean Std. Deviation
Tax evasion and informal economy activities
significantly impact ZIMRA’s ability to collect taxes 30 1.00 5.00 2.7250 1.49013
through Zimasco (Pvt) Ltd.
Corruption and bribery hinder effective tax
collection by ZIMRA through Zimasco (Pvt) Ltd. 30 1.00 5.00 1.6650 1.11309
Inadequate enforcenjent. mechanisms contribute to 30 1.00 400 2 5000 136724
tax non-compliance in Zimbabwe
Lack of taxpayer_educgtlon_and awareness programs - o 1.00 400 27650 1.95204
affects tax compliance in Zimbabwe.
Inefficient tax administration processes impede
ZIMRA'’s through Zimasco (Pvt) Ltd ability to 30 1.00 4.00 2.5950 1.32277
collect taxes effectively
Political instability and economic challenges in
Zimbabwe impact tax collection efforts by ZIMRA. 30 1.00 4.00 2.8200 1.24715
Valid N (listwise) 30

The data provided presents the mean, standard
deviation, and minimum and maximum values for six
variables related to tax collection challenges faced by the
Zimbabwe Revenue Authority (ZIMRA) through
Zimasco (Pvt) Ltd. The results indicate that corruption
and bribery (mean = 1.665, standard deviation =
1.11309) are perceived as the most significant hindrance
to effective tax collection, with a relatively low mean
score compared to the other variables. This suggests that
the issue of corruption and bribery is a major concern that
can undermine ZIMRA's tax collection efforts.

On the other hand, tax evasion and informal
economy activities (mean = 2.725, standard deviation =
1.49013) are also seen as a considerable challenge, with
a relatively higher mean score compared to corruption
and bribery. This implies that the presence of a large
informal economy and tax evasion practices can
significantly impact ZIMRA's ability to collect taxes

effectively. The data also reveals that political instability
and economic challenges in Zimbabwe (mean = 2.82,
standard deviation = 1.24715) are perceived as the
second-most significant factor affecting tax collection
efforts by ZIMRA. This highlights the broader
macroeconomic and political environment's influence on
tax compliance and collection.

Additionally, the variables related to inadequate
enforcement mechanisms (mean = 2.5, standard
deviation = 1.36724), lack of taxpayer education and
awareness programs (mean = 2.765, standard deviation =
1.25204), and inefficient tax administration processes
(mean = 2.595, standard deviation = 1.32277) also
emerge as notable challenges faced by ZIMRA in its tax
collection efforts through Zimasco (Pvt) Ltd. The data
analysis suggests that a multifaceted approach
addressing corruption, informal economy activities,
political and economic instability, and administrative
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inefficiencies may be necessary to improve tax collection
performance by ZIMRA in Zimbabwe.

CONCLUSION &
RECOMMENDATIONS

The findings on determining the factors that
militate against the collection of taxes by the Zimbabwe
Revenue Authority (ZIMRA) has vyielded several
significant findings. Through interviews with managers
and employees from ZIMRA, several key characteristics
have been identified as contributing to the challenges
faced in tax collection. Firstly, tax evasion and informal
economy activities were found to significantly impact
ZIMRA'’s ability to collect taxes. This suggests that a
substantial portion of economic activity in Zimbabwe
may be occurring outside the formal tax system, leading
to revenue losses for the government.

Secondly, corruption and bribery were
identified as hindering effective tax collection by
ZIMRA. This indicates that there may be systemic issues
within the organization or broader governance
challenges that are impeding its ability to enforce tax
compliance.

Thirdly, inadequate enforcement mechanisms
were found to contribute to tax non-compliance in
Zimbabwe. This points to weaknesses in the legal and
regulatory framework, as well as potential capacity
constraints within ZIMRA in enforcing tax laws.

Additionally, lack of taxpayer education and
awareness programs were identified as affecting tax
compliance in Zimbabwe. This suggests that there may
be a need for more comprehensive efforts to educate and
inform taxpayers about their obligations and rights under
the tax system.

Furthermore, inefficient tax administration
processes were found to impede ZIMRA’s ability to
collect taxes effectively. This highlights potential
operational inefficiencies within the organization that
may be hampering its overall effectiveness.

Lastly, political instability and economic
challenges in Zimbabwe were identified as impacting tax
collection efforts by ZIMRA. This indicates that broader
macroeconomic and political factors are influencing the
environment within which ZIMRA operates.
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