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Abstract 

The study was to assess the relationship between tax administration and local revenue collection performance in Lira 
District Local Government. Correlational research design and quantitative approach was used in the study. The 
study population was 140 people and the sample size was 103 people, which was chosen using a purposive and 
random sampling technique. The findings revealed that there is a strong positive significant correlation between tax 
administration and local revenue collection performance in Lira District Local Government (r = 0.779, p < 0.01) and 
the model summary for the regression shows an adjusted 𝑅𝑅2 of 0.604 which means that 60.2% of the variation in 
Local Revenue Collection Performance can be explained by tax administration. The study therefore concludes that 
tax administration has a relationship with local revenue collection performance in Lira District Local Government.  
The study recommends improvement in tax administration in Lira district local Government in order to achieve 
stronger enforcement which will in return improve local revenue collection performance. 

Key Words: Tax administration, Tax Identification, Tax assessment, Tax Collection Procedure and Local 
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1.Introduction 

1..1 Background 

Globally, the cardinal responsibility of any government is to provide infrastructural, social and economic 
developments and to safeguard the lives and properties of its citizens (Soetan, 2017; Pantamee & Mansor, 2016). 
Consequently, the government levies various taxes on its citizens, properties and companies that fall within the tax 
net in order to provide the needed developmental and social programs (Soetan, 2017). Tax administration is 
therefore one of the key requirements for significant development and economic stability is the ability to raise 
resources domestically sufficient to meet a country's budget needs (Maria, Milly, & Ronald, 2021).  

In Uganda, tax administration can be traced back to the early 18th and late 19th centuries, when Great Britain began 
some of its projects that required a continuous flow of resources from the subjects in the form of taxes (Agwang, 
2019; SEATINI-Uganda, KIWEPI, USAID, & DFID, 2017; Rose, 1950; Matovu, 2018). The need for public 
revenue necessitated the imposition of additional taxes, and many people were concerned about how tax was 
administered compared to other countries  (Ssenjala, 2017; Sylvester & Ade, 2017).  

According to Organization for Economic Cooperation and Development (OECD), Uganda's tax-to-GDP ratio in 
2018 (11.8%) was lower than the average of the 30 African countries in Revenue Statistics in Africa 2020 (16.5%) 
by 4.7 percentage points and also lower than the Latin America and the Caribbean (23.1%) (OECD, 2020). In the 
2018/19, compared with other Eats African Community (EAC), Uganda recorded a tax to GDP ratio of 15.1%. 
Kenya, at 16.5% generates more revenue domestically, followed by Rwanda (15.2%), Uganda (15.1%), Tanzania 
(13.2%) and Burundi (13.4%). Uganda, like many other developing countries, has struggled with ineffective revenue 
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administration for decades, with brief periods of improvement along the way (Andema & Astrid, 2017; Katerina & 
Ljupco, 2019; Maria, Milly, & Ronald, 2021). 

In the pursuit of local governance, most local governments in Sub-Saharan African Countries have followed the 
concepts of decentralization and devolution, a sequence of political, administrative, and fiscal decentralization – 
making raising local revenue to become a priority for most Local Governments in Sub-Saharan African countries as 
a result of decentralization (Manual Rodriguez Bolivar, Laura, & Maria, 2015; SEATINI-Uganda, KIWEPI, 
USAID, & DFID, 2017).  

In Uganda, the Constitution of the Republic of Uganda provides for a system of decentralization and Local 
Governments, which is further consolidated in the Local Governments Act 1997, Cap 243. Similarly, Chapter 11, 
Article 176(1) of the Constitution of the Republic of Uganda provides for a decentralized system of local 
government. However, the inadequacy of locally generated revenue has remained a major challenge for LGs over 
the last decade, and its slow collection has threatened to undermine the gains achieved so far under Uganda's 
decentralization strategy (SEATINI-Uganda, KIWEPI, USAID, & DFID, 2017).  

Local revenue collection performance has remained low, for instance, according to Uganda Bureau of Statistics 
(UBOS) report, during the FY 2016/17, locally raised revenue accounted for only 4.4 percent of the total Local 
Government (UBOS, Statistical Abstract, 2018) and during the FY 2017/18, Locally raised revenue accounted for 
only 4.7 percent of the total Local Government revenue of which raised taxes accounted for 1.8 percent while the 
other non-tax revenue accounted for 2.9 percent (UBOS, 2019). The persistent low revenue collection performance 
could be as a result of ineffective Tax Identification, Tax Assessment, and Collection Procedures (Musoke, 2017; 
Okello, 2017). As a result, the study was conducted to examine the relationship between tax administration and local 
revenue performance in the Lira district. 

1.2 Statement of the Problem 

Despite the quest to improve local revenue collection performance, many local government local revenue collection 
performance has remained poor (Okello, 2017). The low revenue collection performance could be due to ineffective 
tax administration (Musoke, 2017). It is against this background that the study examined the relationship between 
tax administration and local revenue performance in the Lira district. 

1.3 Research Objectives 

To assess the relationship between tax administration and local revenue collection performance in Lira District 
Local Government  

1.4 Hypotheses of the study 

The study was based on the null hypothesis no relationship between tax administration and local revenue collection 
performance in Lira District Local Government. 

2. Literature Review 
Effective tax administration is critical for long-term development because of the following factors: (a) the ability to 
mobilize domestic tax bases as a key mechanism for developing countries to avoid relying on foreign aid or a single 
resource, and (b) the reinforcement of government legitimacy by promoting government accountability to the public, 
who are the tax payers (Atuhairwe, Tugume, & Ainebyona, 2019; GAPP, 2017; Musoke, 2017). Revenue collection 
is one of the most important functions of local government. According to the MOLG publication, (2003) LGA, 
1997, section 8(4), the annual budgets of local governments must reflect all revenues to be collected or received for 
each financial year. Local government revenues shall be regulated as provided for in the fifth schedule, according to 
Section 79. These legal provisions give certain people and institutions, such as the council, the Chief Administrative 
Officer (C.A.O), and the Resident District Commissioner (R.D.C), roles and responsibilities there is effective tax 
administration to enhance local revenue collection performance.  

The important aspect of tax administration includes tax payers identification, tax assessment, and tax collection 
procedures which enhance revenue performance (Andema & Astrid, 2017; Matovu, 2018; Atuhairwe, Tugume, 
& Ainebyona, 2019; Okello, 2017). As one of the most important aspects of tax administration is tax payer 
identification (Andema & Astrid, 2017; Matovu, 2018; Atuhairwe, Tugume, & Ainebyona, 2019). This is 
because as more taxpayers are identified and reported, the number of people who would otherwise evade 
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taxes decreases as a result (Musoke, 2017; Okello, 2017) n o t e d  r evenue collection would improve if 
taxpayers were known and tracked, as was the case in Bolivia. As a result, the focus should be on finding new 
local tax bases, which also includes identifying taxpayers (Nagujja, 2019; Okello, 2017) 

Assessment is another aspect of tax administration (Okello, 2017; Andema & Astrid, 2017)  which is the procedure 
for calculating or measuring a tax liability. Any tax formula is made up of two parts: the assessment object and the 
function (Atuhairwe, Tugume, & Ainebyona, 2019). This function relates the amount of revenue to be raised from 
individual tax payers to the number of assessable objects in their possession, i.e. the revenue-to-tax-base 
relationship. There will be no way to increase the collection of local revenue to overall budget revenue without such 
interventions (Matovu, 2018; Okello, 2017).  

Revenue collection procedures are the most significant aspect of tax administration and its target, when violent and 
intimidating methods are used in tax collection, taxes can be unpopular, which emphasizes the idea that tax 
collection practices should be straightforward and equal to tax payers (Andema & Astrid, 2017). It was made clear 
that the key reason for graduate tax non-compliance was a bad collection process. Tax administration should be 
improved in order to achieve stronger enforcement. He claims that countries should improve tax administration 
operations, including collection procedures, in order to achieve better revenue collection performance (Atuhairwe, 
Tugume, & Ainebyona, 2019; Okello, 2017). 

3. Materials and Methods 

3.1 Research Design and approach 

The researcher used a correlational design. This design enabled the researcher to establish the relationship between 
tax administration and local revenue performance in the Lira district. The study adopted a cross-sectional research 
design because it enabled the researcher to collect data on tax administration and local revenue performance just 
once that is in a snapshot at a particular point in time. The study adopted a quantitative approach because it enables 
the researcher to measure responses and describe the phenomenon in numerical terms. 

3.2 The study population 

The study population was 140 which comprised of both technocrats and political leaders. The technocrats included; 
CAO, staff from Audit department, Planning Unit, , Finance and Sub accountant. The political leaders included 
district chairperson, chairpersons of sub counties of Wiodyek, Itek, Barr, Amach Town Council, Agali, Ogur, 
Ayami, Agweng Town Council, Agweng and Aromo and district councilors.  

3.3 Sample Size and Sampling Methods 

103 respondents were considered using the R.V. Krejcie and D.W. Morgan (1970) table. To shape a sample, a 
purposive sample was used to select Chief Administrative Officers, Sub county Chiefs, District Chairperson, and 
Sub County Chairpersons. Simple random sampling used to choose elected representatives such as Accounts 
Personnel, and Local Councilors. This method was used because it is impartial and allows for results to be 
generalized. 

3.4 Data collection instruments 
A questionnaire was used to collect the data. The questionnaire was structured in such a way that respondents were 
able to complete it with little supervision hence self-administered. To measure variables, these questions were 
constructed using a five-point Likert-type scale of 5“Strongly Disagree”, 4“Disagree”, 3“Not Sure, 2“Agree” and 
1“Strongly Agree” (Cooper and Schindler, 2008). The scale was used because it offers multiple choices so the 
respondents simply had to select answers from the already predetermined feedback. 

3.5 Data analysis 
Data was analyzed using SPSS 20 for Windows. Bivariate analysis in form of Pearson’s product moment correlation 
was used to show the direction and strength of the relationship between each dimension of tax administration and 
local revenue collection performance. Regression analysis was also used to test the effect of tax administration on 
local revenue collection performance in Lira District Local Government. In testing the significance of the model, 
adjusted R2 was used to measure the extent to which the variation in local revenue collection performance explained 
each construct of tax administration. F-statistics was computed at 95% confidence level to test whether there was 
significant relationship between tax administration and local revenue collection performance. 
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4. Results 

The result is provided in relation to the null hypothesis of no relationship between tax administration and local 
revenue collection performance in Lira District Local Government. A correlation was performed to assess whether 
there was a relationship between tax administration and local revenue collection performance in Lira District Local 
Government. The result of the bivariate are summarized in the table 1 below; 

Table 1: Bivariate Correlations between Tax Administration and Local Revenue Collection Performance in 
on LDLG 

 Tax 
Administration 

Local Revenue Collection 
Performance 

Tax Administration 

Pearson Correlation 1 .779** 

Sig. (2-tailed)  .000 

N 103 103 

Local Revenue Collection 
Performance 

Pearson Correlation .779** 1 

Sig. (2-tailed) .000  

N 103 103 
**. Correlation is significant at the 0.01 level (2-tailed). 

The results in table 1 above, show that there is a strong significant correlation between tax administration and local 
revenue collection performance of Lira District Local Government (r = 0.779, p < 0.01). The implication is that tax 
administration enhances local revenue collection performance. Therefore, it can be argued that tax administration 
must be improved so as to enhance local revenue collection performance of local government. 

The regression analysis was also carried out to test the objective of the study which was to assess the relationship 
between tax administration and local revenue collection performance in Lira District Local Government. The results 
for the regression are shown in table 2 
 
Table 2: Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .779a .607 .604 .41004 
a. Predictors: (Constant), Tax Administration 

 
The model summary for the regression in table 2 above, shows an adjusted 𝑅𝑅2 of 0.604 which means that 60.2% of 
the variation in Local Revenue Collection Performance can be explained by tax administration. 

In order to establish whether there was a one slope coefficient of a simple regression model that is not equal to zero 
and therefore infer on the overall significance of the model, an analysis of the variance (ANOVA) (F-test) was 
performed. The results are shown in table 3 

Table 3: ANOVAa 
Model Sum of Squares df Mean Square F Sig. 

1 
Regression 26.283 1 26.283 156.318 .000b 
Residual 16.982 101 .168   
Total 43.264 102    

a. Dependent Variable: Local Revenue Collection Performance 
b. Predictors: (Constant), Tax Administration 

The F-test of 156.318 with a significance of 0.000 means that there is a significant relationship between tax 
administration and Local Revenue Collection Performance in Lira District Local Government because the 
probability occurring by chance was less than 0.05 (p < 0.05) at a 95% significant level. A test for tax administration 
and Local Revenue Collection Performance in Lira District Local Government and the results are shown in table 4 
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Table 4: Coefficientsa 
Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) -.479 .372  -1.289 .200 
Tax 
Administration 1.061 .085 .779 12.503 .000 

a. Dependent Variable: Local Revenue Collection Performance 
 
From the coefficient 4 above, the t-test results for tax administration was 8.498 with the probability of this occurring 
by chance of being 0.000, that is, (p < 0.05) 95%, confidence interval, two tails) implying this was statistically 
significant. 

5. Discussion 

The study findings revealed that there is a strong positive significant correlation between tax administration and 
local revenue collection performance of Lira District Local Government (r = 0.779, p < 0.01). The implication is that 
tax administration enhances local revenue collection performance and therefore, it can be argued that tax 
administration must be improved so as to enhance local revenue collection performance of local government. This 
finding is in line with study that the important aspect of tax administration includes tax payers identification, tax 
assessment, and tax collection procedures which enhance revenue performance (Andema & Astrid, 2017; Matovu, 
2018; Atuhairwe, Tugume, & Ainebyona, 2019; Okello, 2017). 

The model summary for the regression shows an adjusted 𝑅𝑅2 of 0.604 which means that 60.2% of the variation in 
Local Revenue Collection Performance can be explained by tax administration. As a result, the focus should be on 
finding new local tax bases, which also includes identifying taxpayers (Nagujja, 2019; Okello, 2017). The same 
study also asserts that there will be no way to increase the collection of local revenue to overall budget revenue 
without such interventions (Okello, 2017).  According to Andema & Astrid (2017), revenue collection procedures 
are the most significant aspect of tax administration and its target, when violent and intimidating methods are used 
in tax collection, taxes can be unpopular, which emphasizes the idea that tax collection practices should be 
straightforward and equal to tax payers. 

6. Conclusion 

The study was meant to assess the relationship between tax administration and local revenue collection performance 
in Lira District Local Government. The findings revealed that there is a strong positive significant correlation 
between tax administration and local revenue collection performance of Lira District Local Government (r = 0.779, 
p < 0.01) and the model summary for the regression shows an adjusted 𝑅𝑅2 of 0.604 which means that 60.2% of the 
variation in Local Revenue Collection Performance can be explained by tax administration. The study therefore 
concludes that tax administration has a relationship with local revenue collection performance in Lira District Local 
Government. 

7. Recommendation 

The researcher recommends improvement in tax administration in Lira district local Government in order to achieve 
stronger enforcement which will in return improve local revenue collection performance. The researcher specifically 
recommends Lira district local Government to enhance its tax administrative capacity in tax identification, tax 
assessment and tax collect procedures, this is because local r evenue collection performance will improve if 
taxpayers are known and tracked. 
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