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Summary

Mobile money has changed the financial system in many African countries, where
it is seen as a convenient alternative to traditional financial services. It is a
dominant force in emerging markets, and much of the progress gained in financial
inclusion in sub-Saharan Africa is related to the growth of mobile money. Mobile
money is used by both the formal and informal sectors. It offers an opportunity for
governments to broaden the tax base, and to reach parts of the population that
could not previously be reached.

In July 2021, during the COVID-19 pandemic, the Tanzanian Government
introduced a new levy on electronic mobile money transactions (e-levy). The e-
levy was initially between TSh10 and TSh10,000, and increased the cost of
mobile money transfers and withdrawals. It was in addition to the existing 18 per
cent value added tax (VAT) and 10 per cent excise duty, and was called a
‘patriotic levy’ to finance development projects. It was followed by public outcry,
and concern about setbacks to financial inclusion.

This paper focuses on micro and small enterprises (MSEs) who are members of
savings and credit cooperative societies (SACCOS). We look at their knowledge
and perceptions of the e-levy, and its impact on their loan repayments from its
introduction in July 2021, through subsequent adjustments, and up to its partial
withdrawal in July 2023.

The paper is based on the combination of a unique database of loan repayments
by 1,571 MSEs in 11 SACCOS, and 601 structured phone interviews with MSEs.
The results show that: (1) the amount of MSE loan repayments increased, but the
total number of transactions decreased; (2) there is little knowledge about the e-
levy; those with more knowledge about the e-levy are more negative about it; (3)
the general perception of mobile money is positive; that of the e-levy is negative,
due to factors like knowledge, access to information through smartphones, and
sector-relevant knowledge.

Keywords: taxation; e-levy; mobile money; SACCOS; MSEs; Tanzania.
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1. Introduction

Low-income countries in Africa recently started imposing taxes on mobile money
and digital services as a strategy to augment tax revenue; these have especially
targeted the informal sector (Matheson and Petit 2021; Diouf and Niesten 2023).
This follows the rapid rise of mobile payment solutions in developing countries,
which have become one of the preferred means of payment, even within the
informal sector (Nakaweesi 2023). Taxation of mobile money thus appears to tax
authorities to be an attractive and accessible source to broaden the revenue base
(Fuchs, Musuku and Symington 2017). In Tanzania a levy on electronic mobile
money transactions (e-levy) was introduced in July 2021, in addition to the
existing 18 per cent VAT and 10 per cent excise duty (Penteriani and Fichers
2023). The formulation of these levies does not consistently adhere to the
principles of best practice, which emphasise broad-based taxation over sector-
specific approaches — aiming to mitigate tax inequalities and distortions that could
affect particular industries (Clifford 2020).

The introduction of mobile money has increased financial and digital inclusion, as
well as financial deepening, and is believed to promote social and economic
development all over Africa (Van Alstyne, Parker and Choudary 2016; Rogers
and Pedros 2017; Nyonzo 2022). It fosters economic empowerment, and thus
directly contributes to sustainable development goals (Lopez 2019). Marginalised
groups often do not have access to the traditional financial services offered by
commercial banks, due to a lack of financial power or their remote location
(Mastercard Foundation n.d.). Mobile money payment systems help to bridge this
gap in costly banking infrastructure, and correct market failures of formal financial
service distribution channels in a simple way (Kipkemboi and Bahia 2019).
Through unified and easy access, network effects through SIM card penetration,
and physical transaction points, as well as the data-driven business model of
mobile money operators, mobile money payment systems deliver economic
empowerment, efficiency, and convenience (Cobb, Wry and Zhao 2016; Aron
2018; Agarwal and Assenova 2023). In 2022 there were 763 million registered
mobile money accounts in sub-Saharan Africa (SSA), an increase of 17 per cent
between 2021 and 2022. In the same period these made 45 billion transactions
(+21 per cent) with a total value of US$832 billion (+22 per cent), and supported
millions of jobs in the region (Raithatha et al. 2023).

Increasing revenue mobilisation to address the region’s extensive development
needs has long been a priority in SSA (Aslan et al. 2022). Many developing
countries have a large informal sector, which makes it difficult for governments to
mobilise domestic revenue. The COVID-19 global pandemic exacerbated the
burden on many emerging and developing nations, and strained government
treasuries (ATAF 2020; Nyonzo 2022). As a result, governments had to find new
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revenue streams to service the high debt of many African countries (Mpofu 2022).
As there is more dependence on and use of digital financial services (DFS),
governments are tempted to increase taxes on them. This leads to sector-specific
taxation, which has historically been prevalent in the mobile industry across most
SSA countries, and is a significant proportion of its overall tax contribution
(Bermeo 2023). In 2021 the mobile sector in 18 sub-Saharan African countries
paid an estimated US$9 billion in taxes and fees — on average 30 per cent of
mobile sector revenue (GSMA 2021). However, a substantial portion of mobile
money users belong to marginalised sections of society, and this exacerbates the
negative repercussions on financial inclusion and broader developmental
objectives (Clifford 2020). These institutional barriers prevent millions of people
and small businesses from having access to financial services and economic life.

The use of mobile money by marginalised groups is deeply intertwined with
savings and credit cooperative societies (SACCOS), which are important for
financial inclusion in many low-income countries in Africa. Large sections of the
population, particularly those with lower income, lower education levels, women,
older individuals, and rural dwellers, lack access to traditional banking services.
This means that alternative financial institutions like SACCOS play a vital role in
extending financial services to underserved communities. In this context, micro
and small enterprises (MSEs), which often rely on SACCOS for financial access,
have significant importance. As they had limited access to formal financial
services previously, MSEs have increasingly turned to SACCOS and mobile
money as a way to bridge the gap (Mmari 2019). The success of mobile money in
Tanzania has prompted SACCOS to offer mobile money services, expanding
financial access for MSEs, and contributing to their economic empowerment and
growth. Given the crucial role of SACCOS in extending financial services to
underserved communities, studying the impact of mobile money taxation on this
sector gives insights into the effectiveness of financial policies in promoting
inclusive growth. In addition, examining the relationship between the use of
mobile money and MSEs in the SACCOS sector offers valuable insights into the
evolving financial behaviour and needs of small-scale entrepreneurs. This can
inform strategies to enhance their access to formal financial services, and support
their economic empowerment.

The e-levy in Tanzania was introduced in July 2021. With the official justification
of financing unfinished state development projects, it was called a patriotic levy
(Government of Tanzania 2021a; The Citizen 2021). The levy ranged from TSh10
to TSh10,000 (US$0.00421 to US$4.21) on electronic transactions,? with a
threshold of TSh999 (US$0.42) at its implementation (Mirondo and Lamtey 2021;
GSMA 2021). The percentage increase in average transaction fees depends on
the value of a transaction. It ranges from 3 per cent at its lowest for cash-out

2 Exchange rate in July 2021 was approximately US$0.00042 = TSh1 (Oanda n.d.).
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transactions, up to 369 per cent at its highest for on-net person-to-person (P2P)
transactions. Smaller transactions up to TSh15,000 show a lower average
increase in transaction costs than higher transactions of TSh15,000 and above
(Penteriani and Fichers 2023). The introduction of the e-levy was followed by a
public outcry — there were fears about the impact on low-income households and
the financial inclusion of marginalised groups. As a result several adjustments
were made to the e-levy, until it was partially abolished in July 2023 (Lamtey
2023). The Tanzanian e-levy is particularly interesting as it was introduced at the
peak of the COVID-19 pandemic, and for its justification and design. Nyonzo
(2022) states that solidarity taxes are mainly introduced after emergencies or to
reduce social inequality after an unexpected event, targeting the rich to support
the poor or more affected population. Considering the COVID-19 pandemic, he
suggests that the decision to allocate e-levy revenue for the construction of
classrooms, despite the ongoing state of emergency, reflects poor planning rather
than a response to the crisis.

This paper assesses the influence of the e-levy in Tanzania on financial inclusion,
with a specific emphasis on MSEs — a crucial source of employment for the
marginalised in the Tanzanian labour market. Given their typically limited financial
resources, MSEs stand to gain significantly from mobile money services and their
integration into SACCOS. The research focuses on various demographic factors,
including age, gender, income, education level, location (urban/rural), and
individuals’ knowledge and perceptions of the e-levy.

A database of loan repayments by 1,571 MSEs was compiled from the core
banking system (CBS) of 11 SACCOS operating in different regions of the
country (urban and rural); these included demographic information. The database
was divided into a treatment group (transaction data subject to the e-levy), and a
control group (transaction data not affected by the e-levy). These were based on
the type of account receiving mobile money at the SACCOS - whether it was
mobile money or cash, as the latter was exempt from the e-levy. Following this,
601 structured telephone interviews explored MSEs’ understanding and
perceptions of the e-levy. The data collected from SACCOS was analysed using
a difference-in-differences (DID) regression analysis, and survey data using
correlational ordinary least squares (OLS) regressions.

We have three key findings. First, MSEs repaid more in monthly and total loans
through mobile money to SACCOS than before the levy; the total number of
repayment transactions decreased. This observation lacks quantitative validation
and needs further investigation, as the data does not allow further conclusions to
be drawn about the possible influence of the COVID-19 pandemic or the loan
default rates, and in some cases can only explain one of the two phenomena.
One explanation may be a shift towards larger and more essential loans due to
financial expenses and less profit during the COVID-19 pandemic, with MSEs
avoiding smaller loans. In addition, while the inherent advantages, accessibility,

10
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and convenience offered by mobile money services might outweigh the
disadvantages of higher transaction costs due to the levy, MSEs may opt to make
fewer, larger payments to minimise the impact of the e-levy on multiple
transactions. The prevailing economic conditions of MSEs could have contributed
to this phenomenon. Robust profitability may offer a degree of resilience against
higher operating expenses, or closing the business to visit a distant SACCOS
could lead to higher losses or decreased customer satisfaction. Other
explanations refer to personal preferences for using digital financial services, as
well as limited alternatives.

Second, the overall understanding of the e-levy among survey respondents is
poor. Interestingly, increased awareness correlates with a more critical view of
the e-levy. Being the owner of an MSE correlates significantly negatively with
knowledge, while higher education and existence of a bank account correlates
positively.3

Third, increased familiarity with the intricacies of the e-levy appears to correlate
with a less favourable view of its implications. In addition, prevailing sentiments
regarding the e-levy tend to skew predominantly negatively. Access to
smartphone-enabled information dissemination and sector-specific expertise,
bookkeeping, and TRA registration increase this adverse perception. There are
slightly positive correlations with being older and female. Owning a bank account
also has a positive effect on perceptions of the e-levy. MSEs repaying loans
using mobile money have a significant perception that the e-levy will affect their
ability to repay, increasing the difficulty of making loan repayments through
mobile money. However, this perception did not align with the analysed
repayment data from SACCOS, as highlighted in the first point above. This
underscores the multifaceted nature of factors shaping these aspects.

The taxation of mobile money is a recent development, resulting in limited
empirical research on its effects and optimal organisational frameworks.
Consequently, it remains the subject of discussion in both public and academic
debates. Mobile money offers a valuable opportunity for governments to broaden
the tax base, while critics argue that it could potentially burden marginalised
sections of the population, leading to less financial inclusion and posing a threat
to broader development objectives. A summary of recent studies on mobile
money taxation is given by Hearson et al. (2024), and discussed at length in
Section 2. A key finding from this nascent literature is that users’ understanding of
mobile money taxes influences their reaction to these taxes. Their knowledge is
frequently incomplete, and influenced by factors such as literacy, access to
information, and political affiliation. Research in Ghana finds that users have
varied and often partial understanding of the e-levy, despite public information
campaigns (Abounabhan et al. 2024). Perceptions of, and responses to, the tax

3 In this context, bank account means a bank account at a SACCOS.
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are shaped not only by knowledge, but also by subjective factors such as political
affiliation. In Kenya, citizens justified their tax avoidance strategies concerning
mobile money by citing the state’s failure to uphold its part of the social contract
(Magale and Schmidt 2024). Beyond academia, this paper also targets policy-
makers, regulators, and industry actors. It seeks to add to the ongoing policy
debate on mobile money taxation by offering practical insights into the impact and
design of these taxes. It also aims to support the development of best practice in
tax design by regulators and policy-makers.

The rest of the paper is set out as follows. Section 2 looks into the detailed
context of the study, providing an overview of the e-levy policy in Tanzania, and
the roles and linkages to the microfinance sector and MSEs. In Section 3 we
outline the data sources and empirical framework used in our analysis. Section 4
presents the diverse array of findings derived from our study. Finally, Section 5
provides the conclusion, offering policy insights and recommendations based on
our research findings.

12
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2. Context of the e-levy in Tanzania,
and its intersection with microfinance

There is limited evidence of the tangible impact of taxes on mobile money, or the
ideal structure of a well-designed, fair, and transparent tax policy in this domain
(Ndung’u 2019; Mader et al. 2022). Experts warn of negative effects on financial
inclusion, development goals, national economic agendas, and inequalities, while
only having a non-significant effect on a broadened tax base and revenue
(UNCDF 2018; Lopez 2019; Ndung’u 2019). Opponents of the e-levy in Tanzania
fear that that this taxation could have a negative impact on marginalised groups.
Mobile money is a critical enabler of financial access for them, and they would be
particularly affected by rising costs. The e-levy can impose a tax burden on those
who are living at subsistence level (Lahey 2018), with individuals forced to ‘return
to cash transactions’ (Ndung’u 2019: 1). Moreover, the sector-specific taxation of
mobile money implies that a sector that has experienced relatively high taxation
over many years is now facing additional levies, above standard rates, and
reduced profitability (Rogers and Pedros 2017; Rota-Graziosi and Sawadogo
2020).

2.1 Mobile money taxes in Africa — public response

and economic impact

These concerns align with Uganda's experience, where a 1 per cent tax on
mobile money payments in July 2018, in addition to a 10 per cent excise duty, led
to a 24 per cent drop in the value of transactions. The Ugandan Government
reduced the tax to 0.5 per cent on withdrawals, and increased excise duty to 15
per cent, after public outcry — including debates, court petitions, and the social
media hashtag #ThisTaxMustGo (Whitehead 2019; Clifford, 2020; Lees and Akol
2021). A UNCDF (2021) survey reveals that marginalised groups especially felt
the burden of the e-levy.

Ghana intended to introduce a 1.75 per cent e-levy on electronic transfers in May
2022 (Oni and Gasparri 2022; Esselaar 2023). The e-levy was linked to the
national transformation agenda 'Ghana Beyond Aid'. It aimed to tax the informal
sector, and mobilise revenue to foster economic recovery, entrepreneurship,
youth employment, and infrastructure, without additional aid from international
donors like the International Monetary Fund (Aidoo 2022; Wales and Niesten
2022). The government reduced the rate to 1.5 per cent, and then 1 per cent after
a public outcry (Ghana Revenue Authority 2023; Ackah and Opoku 2021). Post-
impact studies show that there is increased public awareness of the e-levy after
its introduction in Ghana, but a significant gap in knowledge about it, resulting in

13
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changes in the use of mobile money that deviate from sound economic reasoning
(Abounabhan et al. 2024).

Rwanda introduced a different strategy during COVID-19, mostly driven by the
private sector. The leading telecommunications company, MTN, had previously
levied a fee of 1 per cent on payments to merchants through its MoMoPay
service and for sending mobile money through personal accounts. It suspended
these for 18 months in March 2020 to promote contactless payments (IMF n.d.;
Bernad et al. 2023). The result was a significant increase in mobile money
payments, with the number of transactions increasing from 100 million in
December 2019 to over 200 million in December 2020. The total value of
transactions increased from around FRw500,000 in December 2019 to over
FRw2.5 million in December 2020 (National Bank of Rwanda 2018; Kipkemboi,
Muthiora and Farooq 2021). In a more micro study based on survey data, Bernad
et al. (2023) show that MoMoPay payments rose and cash use declined, both by
around 20 per cent. However, once fees were reintroduced at half their pre-
pandemic levels in September 2021, cash usage recovered by 10 per cent, and
digital payments reduced by 5 per cent. This experience shows how exemptions
— whether on fees, or comparable tax — can encourage mobile money usage, but
temporary measures may only have temporary effects (Hearson et al. 2024).

Kenya has imposed a 10 per cent excise duty on mobile money fees since 2013,
which increased to 12 per cent in 2018. Despite a decline in the growth of
payments affected by the excise duty, it has not significantly impacted the amount
and number of transactions (Diouf, Carerras and Santoro 2023). The current
excise duty is around 15 per cent, and will increase to 20 per cent in the next
finance bill (Muiruri 2024).

The mobile money phenomenon is well known in Tanzania. The Tanzania
Communications Regulatory Authority (TCRA) registered 18.1 million mobile
money subscribers in December 2016. At the end of 2018 23.3 million
subscribers were registered, 32.2 million in 2020, and 41 million in 2022 (TCRA
2018; TCRA 2020; TCRA 2022). The country had around 52.9 million accounts
registered at the end of 2023, with a growth of 2.9 per cent between September
and December 2023 (TCRA 2024). These numbers highlight the importance of
mobile money for local economies — for productivity, availability of jobs, and
economic growth (Lopez 2019).

2.2 The e-levy in Tanzania

On 1 July 2021, the Tanzanian Government introduced a levy targeting mobile
money transactions in the Finance Act 2021. The levy ranged from TSh10 to
TSh10,000, with a threshold of TSh999 imposed on mobile money transfers and
withdrawal transactions. This was in addition to the existing 10 per cent excise
duty on fees, and 18 per cent VAT on fees and excise duty (Ministry of Finance

14
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and Planning 2021a). The average share of government taxes in overall
transaction fees surged from 23 per cent to 60 per cent (GSMA 2021; Kombaha
2023; Penteriani and Fichers 2023). A GSMA publication shows that when the e-
levy was introduced transaction fees for mobile money in Tanzania were already
slightly above the East African average. After its introduction fees were nearly
three times as high (Penteriani and Fichers 2023).

It was called a patriotic levy or solidarity tax to finance and accelerate unfinished
government development projects. These included improving road networks and
water services, constructing classrooms, and establishing health care centres
(Ministry of Finance and Planning 2021b; Mirondo and Lamtey 2021; Nyonzo
2022). Most people expressed concern over the e-levy on mobile money (Sauti
za Wananchi 2022). Opponents called it too expensive, and a burden on poor
Tanzanians (Makoye 2021; Mshomba 2021). They argued that this could result in
a return to a cash-based system, and undermine the progress made in achieving
financial inclusion (Ranjan 2021; Mensah and Bhalla 2022). Nyonzo (2022) states
that solidarity taxes are mostly introduced after emergencies or to reduce social
inequality after an unexpected event, targeting the rich to support the poor or
more affected population. Although COVID-19 can certainly be categorised as an
emergency, he attributes the lack of classrooms to poor planning rather than
COVID-19.

Statistics produced after the levy seem to confirm these concerns. The total
number of peer-to-peer (P2P) transactions experienced a significant decline of 38
per cent between June 2021 and August 2021, and cash-out transactions fell by
25 per cent. The total value of transactions also dropped — by around 60 per cent
for P2P transactions, and 30 per cent for cash-out transactions. Although there
was some improvement following subsequent adjustments to the e-levy, it took
13 months for the total number of P2P transactions to recover to their previous
level, and the total number of cash-out transactions has yet to fully recover. Both
are increasing more slowly. The value of P2P transactions dropped from TSh1.25
trillion to TSh500 billion from June 2021 to August 2021, and cash-out
transactions from TSh2.5 trillion to around TSh1.7 trillion. Neither had recovered
as at March 2023 (Penteriani and Fichers 2023).

The Tanzanian Government announced several adjustments to the e-levy after
the public outcry. The first was in August 2021, with revised rates ranging from
TSh10 to TSh7,000 (Government of Tanzania 2021b). At the same time, the
application base was extended to include bank and financial institution
transactions performed via mobile phone (Kombaha 2023). Other types of bank
and financial institution transactions, such as over-the-counter (OTC), ATM
transactions, and transactions conducted on devices other than mobile phones
(e.g. personal computers), were still excluded from the e-levy.

In July 2022 the rate was further reduced to range from TSh10 to TSh4,000
(Government of Tanzania 2022a). This amendment extended the application

15
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base to include electronic banking transactions, presumably seeking to level the
field between banks and mobile money operators. Bank transfers, OTCs, ATM
transactions, and internet banking were now subject to the e-levy. In October
2022, after significant lobbying from the banking sector, the government repealed
the amendment, effectively eliminating the e-levy on electronic transactions
between banks and mobile wallets, as well as bank-to-bank transfers. The rates
were reduced, ranging from TSh10 to TSh2,000 (Government of Tanzania
2022b). In the most recent update (February 2024) the e-levy was abolished on
mobile money transfers, and kept on withdrawal (cash-out) transactions at a rate
ranging between TSh10 and TSh2,000 (Government of Tanzania 2023). As a
result, the mobile money transaction e-levy now only applies to withdrawal
transactions.

In 2022, the government generated approximately TSh252 billion in revenue
through the e-levy. However, this figure was tempered by a decline in the use of
mobile money services, leading to an indirect loss of revenue from other taxes. In
consequence, ‘the direct contribution of the mobile sector to tax revenue has
reduced by 36 million TZS’ (Penteriani and Fichers 2023: 15).

2.3 The role of the microfinance sector and MSEs

Large parts of the Tanzanian population, especially those with a low income,
lower educational level, women, older people, and those in rural areas do not
have access to the financial sector through commercial banks, due to their
location and their lack of financial power. As a result, SACCOS have tried to fill
the gap.

SACCOS are member-owned financial institutions that operate on the principles
of voluntary membership and shared interests. SACCOS typically serve
individuals with a common bond, such as living in the same area, belonging to the
same community group, or working in the same profession (Websacco 2019).

There are two main types of SACCOS:

1. Employment-based. These cooperatives are formed by individuals working
for the same employer or within the same industry. Members pool their
savings and provide each other with access to affordable loans and other
financial services, fostering financial stability and growth within the
employment sector. In Tanzania, as at 31 December 2022, 997,000 of the 1.8
million SACCOS members nationwide were part of employment-based
SACCOS (TCDC 2023).

2. Community-based. These are established by individuals living in the same
geographical area or who are part of the same community organisation, such
as a church or local association. Community-based SACCOS focus on
fostering economic development and mutual support within the community,
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providing members with financial services tailored to their specific needs
(Websacco 2019).

SACCOS are funded by membership subscription, and only offer services to their
members. SACCOS are run by a voluntary board of directors that is elected from
their members. Profits are used to reduce loan interest, increase saving interest,
or develop new products/services (Websacco 2019). SACCOS are widespread in
Tanzania. As of 2022, there were 801 licensed SACCOS. These had a combined
membership of 1.8 million and employed 15,321 individuals (TCDC 2023).

In this context MSEs, as members of SACCOS, have an important role. There are
few large enterprises, especially in rural areas, and MSEs have a crucial function
as they create new job opportunities. With 5.2 million people in Tanzania working
in this sector, it significantly contributes to income generation for families and
communities. At the same time, MSEs lack access to the financial sector and
suitable financial services and products (Financial Inclusion National Council
2017). While formerly many MSEs were reliant on informal financial services,
mobile money gave MSEs access to formal financial services (Lopez 2020).
Access to the financial market is easier for medium-sized and larger enterprises.
Our research questions focus on MSEs, which tend to be unattractive to
commercial banks due to their lack of size and financial strength. Especially in
rural areas, they only have access to formal financial services through SACCQOS,
microfinance institutions (MFIs), and mobile money. The Tanzanian Government
classify micro-enterprises as having 1 to 4 employees and capital investment in
machinery of up to TSh5 million, and small enterprises as having 5 to 49
employees and capital investment up to TSh200 million (Ministry of Trade and
Industry 2012).

The success of mobile money in Tanzania has led SACCOS to supplement their
financial services with mobile money. Some of the larger SACCOS supported by
DSIK in Tanzania have started to use mobile money as a channel to facilitate
transactions for their members. Loan repayments initiated from a member’s
mobile wallet are technically offered in four different ways:

1. Private mobile money account to SACCOS bank account (‘send to bank’):
subject to government e-levy up to October 2022.

2. Private mobile money account to SACCOS business account (Lipa na M-
PESA; P2B): not subject to government e-levy.

3. Private mobile money account to private mobile money account of a SACCOS
manager or loan officer (‘send money’; P2P): subject to government tax e-
levy. This is an informal channel, used to avoid costs for business accounts.

4. Mobile money agent cash out transaction (‘cash-out’ and agent): subject to
government e-levy.*

4 In the study, all SACCOS analysed that accepted mobile money repayments had their own mobile money
agents on their premises. Their preferred method for mobile money repayment was through cash-out
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The introduction of the e-levy in July 2021 and subsequent amendments have
had an impact on the transaction costs of MSEs making use of the ‘send to bank’,
and ‘cash-out’ through agent functionality, the standard methods of mobile money

loan repayments used by Tanzanian SACCOS. We found the latter method in all
the SACCOS we evaluated.

transactions via their own mobile money agents. This process, similar to a standard mobile money
withdrawal, is specifically conducted through the SACCOS’ agents. Instead of providing cash in exchange for
the amount withdrawn, the SACCOS’ agent uses the amount received to settle the loan repayment. This
repayment method is subject to a levy. For the SACCOS, this arrangement provides an additional benefit — it

facilitates convenient loan repayments while boosting transactions for their mobile money agents, creating an
additional revenue stream.
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3. Data and methodology

In order to evaluate the impact of the e-levy on MSEs, we selected a sampling
process with both quantitative and qualitative methodologies to gain an in-depth
and comprehensive understanding of the interdisciplinary nature of the topic
(Yegidis and Weinbach 2008). We first collected quantitative loan data at the
SACCOS level, then carried out a qualitative phone survey, and followed this with
field trips for verification. The datasets collected first were split into two groups — a
treatment group, with transaction data subject to the e-levy in Tanzania, and a
control group, with data not subject to the e-levy. The groups were determined by
the type of SACCOS account receiving mobile money — by whether it was mobile
money or cash, as the latter was naturally exempt from the e-levy.

Convincing institutions and individuals to participate in a research project is
difficult in Tanzania, especially when it comes to personal financial information.
There is little trust due to concern about fraud, and suspicion of hidden agendas
and conflicting interests. Therefore, we worked closely with our partner
organisation, the Savings and Credit Cooperative Union League of Tanzania
(SCCULT), the apex organisation for SACCOS in Tanzania mainland. SCCULT
has the role of advocator, lobbyist, and representative of the interests of
Tanzanian SACCOS (SCCULT n.d.). Leveraging SCCULT's well-established
relationships within the SACCOS sector, and with the support of the Tanzania
Cooperative Development Commission (TCDC) as the regulatory body, we were
able to navigate trust barriers and effectively conduct our research. Research
data was collected in the regions of Dar Es Salaam, Kilimanjaro, and Mwanza
between August 2023 and December 2023. The assessment period and the base
for data collection was January 2021 to August 2023.

3.1 SACCOS database

To gather quantitative loan repayment data from MSEs we involved SACCOS, as
their financial service providers. There is no centralised database for the
SACCOS sector, and individual SACCOS maintain their own data. Therefore, we
leveraged existing networks with TCDC and SCCULT to access data stored in the
core banking system (CBS) of these SACCOS. Only the larger and more
established SACCOS, which maintain a CBS and have integrated mobile money
services, were selected for inclusion in the study. SACCOS having no, or an
inadequate, CBS, and no mobile money connection, do not have the required
data availability and quality.

The criteria for selection of SACCOS were agreed in close cooperation with
SCCULT and TCDC. In addition, a CBS needed to have been in operation for at
least two years. We approached more than 35 SACCOS. Eleven of these, in the
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regions of Dar Es Salam, Kilimanjaro, and Mwanza, agreed to collaborate in the
project, to build a unique database with MSE loan data. The low number shows
that SACCOS were hesitant to allow access to their information systems, due to
the sensitive nature of the information required — despite our having good work
relations. A total of 1,571 data sets were collected; 651 were assigned to the
treatment group, and 920 to the control group. In addition to loan repayment
information, further demographic parameters, like location, age, and gender, were
collected. The loan repayment method was the key determinant in categorising
datasets as either treatment or control. Repayment modes that are not affected
by the e-levy included cash, salary deductions, bank deposits via bank or bank
agent, and standing order bank transfers. Repayments via mobile money are only
subject to the e-levy in specific cases — depending on the type of account
receiving mobile money used by the SACCOS. Personal accounts are subject to
the e-levy, whereas business or merchant accounts are exempt. Since all the
SACCOS analysed use the cash-out variant via their own mobile money agents,
which is subject to the e-levy, there was no need for further distinction between
receiving account types. Any MSE transaction via mobile money was categorised
as the treatment group, and other methods were categorised as the control

group.

Data was mainly collected by generating MS Excel reports from the CBS. In some
cases additional extracts from other programmes had to be used, including data
from Excel spreadsheets, enterprise resource planning (ERP) systems, or other
management information systems (MIS) if specific data was not available in the
CBS. There were variations in systems between different SACCOS. While some
CBSs allowed data extraction in Excel format, others were limited to PDFs. There
were also differences in the capacity for bulk data extraction. Some systems
allowed the extraction of multiple member datasets simultaneously, while others
restricted the process to one dataset at a time. Other challenges included the
manual effort involved in data cleaning after processing, the low e-literacy level of
the loan officers in the SACCOS, and outdated contact data in the systems.
These led to a large, manual, time-consuming effort for the project team in the
field, and made data collection challenging.

3.2 Phone survey

The phone survey was the second phase of the data collection process. The
objective was to validate loan information provided in the SACCQOS database,
while also gathering additional insights into the socio-demographics, business
performance, tax knowledge, and general tax attitude of the participants. Using
SurveyCTO, a semi-standardised questionnaire was designed and implemented
between 23 November 2023 and 14 December 2023.

The phone survey, which lasted about an hour, was divided into ten sections:
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—

General information captured the enumerator's identity and established the

dataset ID, while also securing consent from participants.

2. Socio-demographics collected demographic data, such as gender, age,
location, and educational background.

3. Personal questions assessed ownership/access to mobile phones,
computers, social media, personal identification documents, and bank
accounts, as well as the respondent’s level of financial literacy.

4. Business-related looked into aspects of MSEs, including business duration,
sector, registration status, book-keeping practices, and turnover.

5. Payment-related explored payment methods and turnover through the
different payment methods, such as cash, mobile money, and bank transfers.

6. Mobile money-related questions investigated usage and reasons behind
mobile money adoption among MSEs, including their transaction behaviour
and perceptions of mobile money.

7. Finance-related questions looked into the MSE owner's SACCOS
membership, loan history, and loan repayment methods.

8. General tax attitude assessed respondents’ attitudes towards the tax system,
transparency, and accountability, as well as their TRA registration.

9. Tax-related questions focused on the MSE’s tax management practices,
knowledge of mobile money taxation, and the respondents' perceptions of
mobile money levies.

10.Verification ensured data accuracy by re-entering the dataset ID for cross-

verification. A definition of key terms used in this section is provided in

Appendix Table A3.1.

A total of 601 respondents were interviewed in the survey — 304 were allocated to
the treatment group and 297 to the control group, randomly selected from the
SACCOS database master file within their respective groups to obtain a balanced
sample size. The individuals in the survey were on average 43 years old,
mirroring the typical mature age demographic observed within the SACCOS
sector in Tanzania. Nearly half the respondents — 49 per cent — were female, and
42 per cent reported having attained higher education. Of the 601 MSEs 85 per
cent were owners, 2 per cent chief executive officers or general managers, 1 per
cent business partners, and 12 per cent other. For use of technology, 72 per cent
owned smartphones; access to computers was lower, at 27 per cent. Internet
access was even less common, with only 17 per cent of respondents reporting
access. Although the high percentage of smartphone ownership compared to low
internet access seems contradictory, the explanation can be found in the cost of
data bundles and internet service, as well as network coverage and changing
infrastructure. Financial inclusion was notable, with 83 per cent reporting having a
bank account; 85 per cent were business owners; 44 per cent operated within the
trade sector; and 63 per cent were registered with the Tanzania Revenue
Authority (TRA). Geographically, 72 per cent of the sample was located in urban
areas, with varying representation across different zones, including the coastal
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(17 per cent), lake (52 per cent), and southern (27 per cent) zones. The central
zone had minimal representation (3 per cent). The descriptive statistics of the
sample is presented in Appendix Table A3.2.

Initially the survey had a low response rate with, on average, one response
received for every three numbers dialled. This was primarily attributed to
participants’ unavailability, and, in some instances, to inaccurate phone numbers.
To address these challenges, we expanded the datasets by including more
participants who were not initially selected for interviews, and conducted further
data collection from additional SACCOS to expand the database.

3.3 Empirical framework

To generate causal estimates of the impact of the e-levy introduction over time,
we leverage the implementation of the levy in July 2021, which affected SACCOS
members repaying loans via mobile money. For the first estimation we rely on the
wealth of information contained in the SACCOS database, as explained in
Section 3.1. Our approach relies on a generalised difference-in-differences (DID)
framework. This allows us to compare changes in outcomes over time between
SACCOS who offer repayment solutions that are affected by the e-levy, and
those that do not, thereby isolating the causal effect of the tax introduction. We
use the specification below (Roth et al. 2023):

Yii = Bo + Py * Treat; + [, * Post, + 3 * Treat; * Post; + €;; (1)

In this equation, Y represents the loan repayment of taxpayer 7 in time ¢
Specifically, we examine outcomes such as monthly repayment for each
repayment period (both in TSh and logs), total repayment across all periods, and
total number of repayments made. The last two are measured by combining all
repayments before and after implementation of the e-levy. Treat; equals 1 if the
MSE / using mobile money to repay its loan indicating that it is affected by the e-
levy, and 0 otherwise. Postindicates whether the repayment occurred after
introduction of the levy in July 2021. The interaction term TreatxPost captures the
DID coefficient of interest, denoted as 5. This analysis measures the average
effect across all periods after the levy was introduced, from July 2021 to August
2023. To enhance statistical precision we include time-invariant controls, such as
gender, location, and the age of the SACCOS member or MSE representative.
The error term € is clustered at the MSE level.

As a second estimation, we rely on the more granular information collected
through phone surveys (Section 3.2). We use this to run several regressions to
explore correlations between key factors and outcomes of interest. While we do
not make any causal claim, this correlational evidence helps to understand the
impact of the e-levy better. The following multivariate OLS regression equation
describes our approach:
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Y; = f(B' Background; y' Tax; §' DFS) (2)

where Y; is the dependent variable, as derived from the survey tool. The
dependent variable varies throughout the analysis. First, we regress the likelihood
to repaying loans through mobile money (see Section 4.1). Second, we consider
an indicator for medium to high knowledge about the e-levy — having a score for
knowledge about the e-levy above the median in the survey (see Section 4.3).
We regress a range of perceptions around the e-levy,® and on mobile money
more broadly,® on the same indicator for medium to high knowledge, to explore
correlations between these items (see Section 4.3). Third, we regress the same
perceptions around the e-levy on our set of explanatory factors in Section 4.4.
Later, we also explore correlations between perceptions of the e-levy, including
perceived impact on the ability to repay loans — a key indicator for repaying
through mobile money, and hence subject to the e-levy.

We group explanatory factors into three groups. First, a set of background
features of the respondent, both at the individual (gender, age, higher education,
geographical zone, owning a smartphone), and business level (monthly sales in
US$, being in the trading sector, using internet in the business, having a bank
account for the business). Second, a set of tax-related characteristics, such as
being registered for tax with the revenue authority, and keeping books of
accounts for tax. Third, more DFS-related features, such as accepting digital
payments when transacting with customers, and, in some specifications, the
medium to high knowledge around the e-levy described above. The
corresponding OLS coefficients indicating the relevance of each factor are given
by g', y'and §'.

3.4 Limitations

This research specifically focused on large SACCOQOS, providing valuable insights
into a sector where there is often little data. The findings capture trends and
perceptions within this specific sector, and shed light on the impact of the e-levy.
It is important to note that these findings reflect the loan repayments of MSEs,
and are thus a very specific case. They may not reflect the broader impact on,
and trends and perceptions of, the public and other sectors.

5 Such as agreeing with the introduction of the levy, perceived fairness of the e-levy, perceived transparency
on how e-levy revenue is used, agreeing with the e-levy policy change, perceived feasibility of the e-levy
meeting policy goals, whether the e-levy influenced SACCOS repayment levels, and whether the tax affected
SACCOS default rates negatively.

6 These include the perception that mobile money improved financial inclusion, reduced cash reliance,
enhanced the economy, perceived level of fairness of mobile money fees, whether clients prefer mobile
money payments, perceived level of difficulty in opening a mobile money account, and whether assistance
and support for clients from mobile money providers are sufficient.

23



ictd.ac Working Paper 213
How Tanzania’s Levy on Mobile Money Affects Small Businesses

Availability of data poses a significant challenge within the SACCOS sector, as
most SACCOS still rely on manual systems. According to the SACCOS annual
report for 2022, only 10.13 per cent of SACCOS utilise information and
communication technology (ICT) systems (TCDC 2023). Since the use of ICT
systems is a primary criterion for accessing SACCOS data, together with the
requirement for these systems to have been operational for at least two years,
our database was further limited. As a result, our dataset includes information
from 11 SACCOS that are eligible to participate in our survey, located across
three regions: Mwanza, Kilimanjaro, and Dar es Salaam. Not all regions are
equally represented in the sample.

Furthermore, only very limited amounts of data could be collected from the period
before the e-levy. Discrepancies between the treatment and control groups,
regarding age, location, gender distribution, education level, income, and
religious beliefs, may influence the outcome. It was difficult to anticipate the
direction of bias in mobile money reporting in our data, especially in the
qualitative data. During phone interviews there were different statements on loan
specifications, indicating unintentional bias in responses. This may be attributed
to the length of the period, from January 2021 to August 2023, the occurrence of
multiple loans during this timeframe, and a general reluctance to disclose
personal sensitive financial information.

Anticipation of the e-levy may have already changed consumer behaviour. Some
field trips to verify answers from telephone interviews by analysing business
documents had to be cancelled due to insufficient documentation being held by
MSEs. When these documents exist, they typically cover only a few weeks.
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4. Impact of the e-levy in Tanzania

4.1 Loan repayment patterns

Before looking at the analysis of repayment behaviour and influence of the e-levy,
it is necessary to understand the mechanisms through which payments are made
in the SACCOS sector. Figure 4.1 shows that cash remains a prominent method
for both disbursing and repaying loans, and there is a significant gap in the
integration of digital financial services within the cooperative sector. According to
our survey 74.5 per cent of loans were disbursed in cash, 17.3 per cent through
bank transfers, and only 3 per cent via mobile money. It is important to note that
mobile money connections used by SACCOS are external, while the bank
accounts are directly held by SACCOS. This dynamic may contribute to the
preference for cash withdrawals and bank transfers.

Figure 4.1 Loan disbursement and repayment
methods

i. Survey question: ‘Which payment method was used to disburse the
loan?’

60+
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Per cent
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_ Cash Mobile Money
_ Bank Transfer _ Other
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ii. Survey question: ‘What is the repayment method to repay the loan?’’

60 -

40

Per cent

20+

_ Cash Mabile money _ Bank transfer
_ Deduction of salary _ Other

Source: Authors’ own from survey data.
Note: The analysis refers to that specific loan, not all loans MSEs received. The sample size for the figures is
N =601.

Cash continues to dominate repayments, being 61 per cent of transactions. There
is also a significant percentage of mobile repayments (32 per cent), followed by
bank transfers (24 per cent), and salary deductions (12 per cent). This indicates
that while the adoption of mobile money at customer level is more advanced and
accepted, the majority still prefer or rely on cash for repayment.

Figure 4.2 gives the profile of MSEs who use mobile money for repaying their
loan.® The results indicate that MSEs in urban areas, equipped with internet
access, and willing to accept DFS from customers, are significantly more likely to
use mobile money to repay their loan. A larger loan, more knowledge about tax,
and smartphone ownership have a negative impact on the use of mobile money
to repay a loan. This shows that these MSEs prefer to use other repayment
methods — mainly cash or bank transfers. Other demographic or economic
parameters do not seem to have an impact on the repayment method. This
shows that urban areas, good infrastructure, and familiarity with DFS play a
crucial role in MSEs’ financial behaviour. Age and gender do not show any

7 Interviewed MSEs were able to give multiple answers to this question. Their answers are only partly
reflected in the data, and suggest that MSEs with more than one loan probably remember them incorrectly.

8 We also show simple mean differences by loan repayment method in Appendix Table A3.4, including a t-
test for the significance of those differences.
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statistical significance. This highlights the importance of digital inclusion initiatives
in facilitating mobile money adoption.

Figure 4.2 Factors influencing MSE mobile money
loan repayments
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Source: Authors’ own from survey data.
Note: Data is derived from the survey question: ‘What is/was the repayment method to repay the loan?’ when
the answer was mobile money. The sample size for the figure is N = 601. *p<0.10, **p<0.05, ***p<0.01.

4.2 Impact of the e-levy on MSE repayment
behaviour

To measure causal impacts of the e-levy on repayment behaviour of MSEs, we
first look at outcomes at the monthly level — for each repayment period.

As illustrated in Table 4.1, derived from regression (1), our findings indicate a
surprising positive effect of the e-levy on the amount repaid through mobile
money. Columns 1 and 2, when amounts in TSh are used as outcomes, show
that after implementation of the levy MSEs repaying in mobile money — those
affected by the e-levy — are repaying more each month than MSEs repaying in
cash. Especially when controls are added in col. 2, MSEs affected by the e-levy
repay on average TSh77,000 more than MSEs repaying in cash. When logs are
used in col. 3-4, to adjust for any skewed distribution in raw TSh amounts, the
results remain positive and highly statistically significant. This is an unexpected
finding, as we hypothesised that the e-levy would lead to a decrease in
repayment amounts. This evidence is also contrary to findings of other studies,
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and the low popularity of the e-levy. Penteriani and Fichers (2023), for example,
show a significant drop in the use of mobile money — both for the total number of
transactions, and especially the total amount transacted. The anticipated negative
trend in demand elasticity expected in Tanzania contrasts with the observed
increase in amounts repaid, suggesting that the positive impact of mobile money
may outweigh the negative effects of the e-levy in this specific case.

Table 4.1 Effect of the e-levy before and after
introduction

(1) (2) 3) 4)

Monthly Monthly Monthly Monthly
repayment repayment repayment repayment
amount (TSh) amount (TSh) amount (logs) amount (logs)
MoMo*Post 48,236.51* 77,497.72** 1.74** 2.53**
(27,207.14) (26,578.86) (0.13) (0.11)
MoMo 42,793.83* -40,000 1.15*** -1.63***
(25,909.57) (26,187.39) (0.13) (0.10)
Post period -29,000*** -4,556.50 -1.53*** -0.62***
(10,494.59) (10,220.67) (0.12) (0.09)
Controls No Yes No Yes
Control mean 150,000 150,000 8.602 8.602
R-sq. 0.007 0.020 0.171 0.435
Observations 18,990 18,990 18,990 18,990

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01. The outcome variable is a
continuous variable for the total amount repaid in TSh before and after the levy was introduced. The DID
coefficient of interest is the interaction between the mobile money indicator variable and Post indicator for
outcomes after introduction of the levy. See Section 3 for more details.

Further studies are necessary to explore the underlying reasons for this
unexpected trend, and possible implications for broader applicability. Other
potential factors influencing mobile money usage should be considered in our
analysis. These factors may encompass variables such as proximity of SACCOS
for cash payments, impact of COVID-19 restrictions, and weather conditions that
make mobile payment more convenient. Additionally, improvements in economic
conditions or higher demand for MSE products and services may help MSEs
generate additional profits, which could offset costs associated with transactions.
Many MSEs are sole proprietorships, and the extra profit may mitigate expenses
incurred from conducting banking transactions during regular business hours,
such as having to close their shop early.

After considering control variables, the results also indicate that the relationships
may be more intricate than originally presumed. The significant and positive
coefficient of the interaction term between mobile money usage and the post-
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implementation period variables suggests that the combined impact of mobile
money usage and the post-levy period on loan repayment behaviour is different
to the individual effect of mobile money alone and the post-levy period alone. This
implies that there could be complex interaction effects between these variables
that cannot be fully understood by analysing them in isolation. Additional analysis
would be required to pinpoint the specific mechanisms underlying this interaction
effect. It is also necessary to consider a limitation of the study — lack of data
collected for the period before the e-levy was introduced.

As a second set of results, we show aggregate outcomes comparing all pre- and
post-implementation periods, combining all corresponding monthly repayments in
Table 4.2 (also see Section 3.3). We first show total amounts repaid in the post-
implementation period, both in TSh (col. 1-2) and logs (col. 3-4). We then
consider as outcomes the total number of repayments made in the post-
implementation period (col. 5-6). Again surprisingly, the introduction of the e-levy
appears to exert a positive influence on mobile money usage. As shown in Table
4.2, columns 1 to 4, there has been an increase in the total amount of loans
repaid conducted via mobile money. This is shown by the positive interaction
effect between mobile money usage and the post-e-levy period on the outcome
variable. However, while both mobile money usage and introduction of the e-levy
individually contribute strongly positively to the total amount of loans repaid via
mobile money, their combined effect appears to enhance the outcome variable
less than their individual effects. This suggests that, while the combined effect of
mobile money usage and implementation of the e-levy may increase the use of
mobile money, their individual effects are stronger. Additional research is needed,
as our current dataset does not provide sufficient information to draw definitive
conclusions. Incorporating additional data for the pre-levy period would enhance
the comprehensiveness of the analysis, and provide a more robust basis for
understanding the dynamics at play.

The total number of transactions declined following introduction of the e-levy,
highlighting the intricate nature of these relationships (see columns 5-6). Although
the use of mobile money independently yields positive outcomes, the e-levy's
introduction alone does not have a negative impact. When considered together,
there appears to be a negative effect on the total number of mobile transactions
after introduction of the levy. This suggests that, while the inherent advantages,
accessibility, and convenience offered by mobile money services might outweigh
the disadvantages of higher transaction costs due to the levy, MSEs may opt to
make fewer, larger payments to minimise the impact of the e-levy on multiple
transactions. This underscores the need for further exploration to understand
nuanced interactions between mobile money usage and policy interventions such
as the e-levy.
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Table 4.2 Total amount repaid and total number of
transactions, before and after levy introduction

(1)

(2)

(3)

(4)

(5)

(6)

Total Total Total Total
Total Total
repayment repayment repayment repayment
repayments repayments
amount amount amount amount number number
(TSh) (TSh) (logs) (logs)
MoMo*Post 3.9e+05 5.3e+05* 1.62*** 1.93*** -2.20*** -2.26™**
(2.9e+05) (3.0e+05) (0.29) (0.24) (0.49) (0.49)
MoMo 5.7e+05*** -3.3e+05 1.42*** -1.04*** 1.88*** 0.91*
(2.0e+05) (2.3e+05) (0.26) (0.21) (0.37) (0.42)
Post period 1.0e+06*** 1.5e+06™* -0.63*** 0.52** 7.75%* 8.25**
(1.3e+05) (1.4e+05) (0.24) (0.21) (0.25) (0.29)
Controls No Yes No Yes No Yes
Control mean 1.47e+06 1.47e+06 11.014 11.014 9.765 9.765
R-sq. 0.031 0.061 0.172 0.434 0.198 0.211
N 1,941 1,941 1,941 1,941 1,941 1,941

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01. The outcome variable is a
continuous variable for the total amount repaid in TSh and total number of repayments before and after the
levy was introduced. The DID coefficient of interest is the interaction between the mobile money indicator
variable and Post indicator for outcomes after introduction of the levy. See Section 3 for more details.

Table 4.3 illustrates the interacting role of demographic characteristics, such as
age in col. 1-2 and gender in col. 3-4, on the outcome variables. Being older
appears to have a strongly negative impact. Contrary to expectations, the results
indicate that older individuals are more negatively affected by the e-levy than
those who are younger. Despite the assumption that being older may be
associated with more established financial habits, networks, and resources, the
data suggests otherwise. Older individuals react negatively after introduction of
the tax, repaying lower amounts than younger individuals. This unexpected
finding challenges the notion that being older confers resilience against economic
shocks and immediate policy changes. The reasons for this could include older
individuals being less adaptable or having limited understanding, with greater risk
aversion. Further analysis is needed to understand underlying factors contributing
to this unexpected trend.
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Table 4.3 Influence of gender and age on impact of
the e-levy

(1) (2) (3) (4)

TSh Logs TSh Logs
MoMo*Post*Older than 40 -9.8e+04*** -1.06***
(15931.21) (0.08)
Older than 40 75891.46*** 1.36***
(7971.59) (0.07)
MoMo*Post*Female -8039.79 0.12
(16436.18) (0.08)
Female -7699.60 -0.09
(7959.24) (0.07)
MoMo*Post 1.1e+05*** 2.46** 49465.71* 1.57**
(23789.81) (0.14) (29814.38) (0.14)
MoMo 20825.51 1.09*** 42779.75* 1.15%**
(19287.75) (0.13) (25900.72) (0.13)
Post period -3.0e+04*** -1.59*** -2.7e+04** -1.42***
(10981.90) (0.12) (10512.64) (0.12)
Control Mean 8.602 8.602 8.602 8.602
R-sq. 0.011 0.212 0.007 0.162
N 17,679 17,679 18,632 18,632

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01. The outcome variable is a
continuous variable for the total amount repaid in TSh considering gender and age before and after the levy
was introduced. The DID coefficient of interest is the interaction between the mobile money indicator variable
and Post indicator for outcomes after introduction of the levy. See Section 3 for more details.

4.3 Knowledge about the e-levy

Overall knowledge about the e-levy is very low. Appendix Table A3.3 shows that
around 43 per cent of participating MSEs accurately identified the year and month
in which the e-levy was implemented. A higher percentage of respondents, 54 per
cent, know which mobile money transactions are affected by the e-levy. Only 8
per cent of respondents know the date of the e-levy adjustment (month/year), and
less than 1 per cent of respondents are aware of the rate at implementation for
TSh1,000. Respondents provided an average of 1.2 correct answers to the 4
mobile money knowledge questions asked.® These findings highlight a significant
knowledge gap regarding mobile money taxation in Tanzania. Despite
widespread public outcry respondents lack awareness of subsequent revisions,
and struggle to accurately determine the e-levy rate applied to their mobile money
transactions. This highlights the importance of improving awareness and
understanding of the e-levy among MSEs.

9 Have you heard from any implemented changes in the levy? When was the levy implemented (mm-yyyy)?
When was the levy adjusted for the first time (MM/YYYY)? What was the tax rate at implementation in TSh
for a transfer of TSh1,000?

31



ictd.ac Working Paper 213
How Tanzania’s Levy on Mobile Money Affects Small Businesses

As shown in Figure 4.3, a medium to high knowledge about the e-levy correlates
with higher education levels, as well as having a bank account. Similarly,
knowledge is positively correlated with access to the internet, and having a
smartphone or computer. This was expected, as higher education and digital
inclusion are generally associated with greater access to a wide range of
information sources. Access to a bank account highlights a greater level of
financial inclusion and familiarity with the financial system, and could be related
with greater awareness, finance-related networks, and more direct exchange with
financial institutions. Furthermore, the analysis shows a notable negative
correlation between knowledge of the e-levy and MSE ownership. Being part of
the trade sector correlates negatively; however, it does not show any significant
correlation with knowledge about mobile money taxation. Similarly, further
demographic parameters, such as gender, age, and income, along with
parameters related to digital inclusion, did not exhibit significant correlations.

Figure 4.3 Factors correlating with medium to high
knowledge about the e-levy

Is MSE owner — @-AkL
Trade sector ®
Female —
Has employees -| ——

Accept DFS from customers
Christian
Age above median (42) -

Has computer

Has smartphone — — lo——
Bookkeeping e
Urban area —to—
Sales above median (1min) - —e—
Has internet 4 L
High education S B S
Reg. TRA A —t
Has bank account —
-I'l -.‘5 0 :5

* p<0.10, ** p<0.05, *** p<0.01

Source: Authors’ own from survey data.

Note: Data derived from survey question ‘When was the levy implemented (mm-yyyy)?’ The outcome is a 0-1
indicator variable for knowledge about the levy. Coefficients are extracted from the multivariate OLS
regression, as described in Section 3. The sample size for this figure is N = 601.

As shown in Table 4.4, having medium to high knowledge about the levy has a
highly significant negative correlation with agreement with its introduction.
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However, MSEs with greater knowledge tend to believe that policy goals can be
achieved through the e-levy. It must be noted that overall knowledge about the e-
levy was poor, raising questions about how aware respondents were of the e-
levy’s intentions. They were also more inclined to agree that the e-levy would
influence repayment capabilities and strategies, but disagreed that it would
negatively impact SACCOS’ loan default rates. This suggests that, while the e-
levy may affect repayment channels and methods, respondents did not perceive
it as a direct cause of loan defaults. Furthermore, MSEs that are better informed
may have a more nuanced understanding of the e-levy’s potential effects and its
alignment with policy objectives.

Table 4.4 Correlation between e-levy knowledge
and perceptions about the e-levy

(1) (2) (3) (4) (5) (6) ()
Agree Fair e- Satisfied | Transparent Achieve Influenced | Influence
introduction levy with pol. e-levy policy goals | SACCOS defaults
e-levy change repayment | negatively
Medium/high -0.17* 0.00 -0.10 0.12 0.13* 0.17*** -0.04***
tax
knowledge
(0.05) (0.03) (0.05) (0.08) (0.05) (0.04) (0.01)
Controls Yes Yes Yes Yes Yes Yes Yes
Mean of Y 2.50 2.19 2.52 2.21 0.61 0.38 0.14
R-sq. 0.056 0.038 0.041 0.074 0.129 0.244 0.055
N 601 601 601 601 601 601 601

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p<0.10, ** p<0.05, *** p<0.01. The outcome variable is an indicator
variable for how MSEs perceive this specific aspect of the levy. The main regressor is knowledge level about
the levy. See Section 3 for more details.

Table 4.5 shows a significantly negative correlation between medium and high
knowledge about the e-levy and perception of its positive economic impact.
Additionally, there is a moderately negative correlation regarding the perception
that mobile money-related fees are reasonable. This indicates that individuals
with more knowledge about the e-levy are less likely to believe in its economic
benefits. This potentially questions its effectiveness in stimulating economic
growth and development. It shows concern about additional costs associated with
mobile money transactions due to the e-levy, which may disproportionately affect
individuals who rely on mobile money for financial transactions. A moderately
positive correlation with customer preference to pay with mobile money suggests
that individuals with medium and high knowledge about the e-levy are more
inclined to use mobile money for transactions, despite concern about fees. This is
probably promoted through higher education, but may also be due to
convenience, accessibility, familiarity with mobile money platforms, or economic
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related reasons, like higher living standards and affordability, and the ability to
handle additional costs. These may outweigh concern about transaction costs for
informed individuals.

Table 4.5 Influence of knowledge on perceptions
of mobile money

(1) (2) (3) (4) (5) (6) ()
Improved | Reduced | Enhanced | Reasonable Clients Difficult Sulff.
fin. Incl. cash economy fees prefer process | Support
MoMo account | service
payments
Medium/high -0.02 -0.19** -0.16*** -0.21* 0.12* 0.15 -0.18
tax
knowledge
(0.01) (0.06) (0.02) (0.08) (0.05) (0.09) (0.09)
Controls Yes Yes Yes Yes Yes Yes Yes
Mean of Y 3.53 3.75 3.53 2.55 3.19 2.63 3.71
R-sq. 0.095 0.101 0.083 0.044 0.137 0.054 0.095
N 601 601 601 601 601 601 601

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p<0.10, ** p<0.05, *** p<0.01. The outcome variable is an indicator
variable for how MSEs perceive this specific aspect of the levy. The main regressor is knowledge level about
the levy. See Section 3 for more details.

4.4 Perceptions of the e-levy

Figure 4.4(i) shows that there is little agreement with the e-levy. Only 19.1 per
cent of respondents agreed with implementation of the e-levy in Tanzania. Only
10.3 per cent of our sample consider it to be fair. The respondents’ perception of
the e-levy appeared to align with their general perception of taxation (see
Appendix Table A3.3). Only 16.8 per cent are satisfied with the tax system, and
15 per cent consider the tax system fair. These findings emphasise potential
concern about the perceived fairness of taxation policies, and reveal challenges
relating to transparency in use of revenue, fairness, support, and public trust
among respondents. They may also indicate a level of insecurity among MSEs,
potentially stemming from a low level of knowledge about the e-levy. It is
essential to recognise the subjective nature of this perception.
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Figure 4.4 Agreement with, and fairness of, the e-

levy

i. Survey question: ‘How much do you agree with the introduction of the

mobile money tax levy?’

60

Per cent

- Strongly Disagree _ Disagree

_ Strongly Agree

_ Neutral

ii. Survey question: ‘How fair do you think the levy is?’

601

Per cent

10

|- Very unfair - Unfair - Neutral - Fair - Very fair

Source: Authors’ own from survey data.

Note: The sample size for the figures i

s N =601.

As shown in Table 4.6, women tend to perceive that the e-levy is fair, and are
more satisfied with subsequent policy changes. This indicates potential gender
disparities in perceptions in certain areas. Older people tend to agree more with
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the introduction of the e-levy, while MSEs from urban areas agree less with its
introduction, fairness, and transparency, and show less satisfaction with the
policy changes. This suggests generational and geographical differences in
perceptions of taxation and governance. MSEs from urban areas agree less with
the e-levy, and consider it unfair. MSEs using DFS or bank accounts tend to see
a positive correlation with loan defaults through the e-levy, and SACCOS’
repayment policies and strategies. Smartphone ownership correlates negatively
with agreement with the introduction, policy changes, satisfaction, and
transparency of the e-levy, potentially attributed to enhanced access to
information facilitating understanding of the e-levy. However, the transparency
aspect needs further examination. MSEs from the trade sector have a strongly
negative perception about transparency of the e-levy, and in the e-levy’s
effectiveness in achieving policy goals. This may stem from apprehension about
increased costs, or inconvenience associated with mobile transactions.
Interestingly, MSEs registered with TRA strongly believe in the policy
achievements, indicating regulatory compliance and engagement with tax
authorities may influence perceptions of tax policy effectiveness and outcomes.
This emphasises the role of institutional trust and compliance in shaping attitudes
towards taxation, and highlights challenges from having a large informal
economy.
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Table 4.6 Factors correlating with perceptions of

the e-levy
(1) (2) (3) (4) (5) (6) (7)
/_\gree . Sati§fied Trans- Achieve | Influenced Influenced
intro- Fair e- with .
. h parent e- policy SACCOS defaults
duction levy policy levy goals repayment negatively
e-levy change
Female -0.01 0.07* 0.09* 0.09 0 0.02 -0.02
(-0.02) (-0.03) (-0.04) (-0.05) (-0.04) (-0.04) (-0.04)
Age above 0.08*** 0 0.04 0.04 -0.02 0.02 -0.03
median (42)
(-0.02) (-0.03) (-0.05) (-0.03) (-0.04) (-0.05) (-0.02)
Has smartphone -0.16** -0.16** -0.22** -0.13 -0.02 0.05* 0.01
(-0.05) (-0.06) (-0.06) (-0.07) (-0.04) (-0.02) (-0.04)
Has bank 0.02 -0.06 -0.12 0.1 0 0.05** 0.05*
account
(-0.09) (-0.05) (-0.12) (-0.12) (-0.07) (-0.02) (-0.01)
Accept DFS 0.01 -0.07 0.05 -0.03 -0.06* 0.07* 0.07*
from customers
(-0.02) (-0.04) (-0.04) (-0.06) (-0.02) (-0.03) (-0.03)
Is MSE owner 0.1 -0.15 -0.1 -0.3 0.04 -0.52*** 0.08*
(-0.19) (-0.12) (-0.06) (-0.23) (-0.08) (-0.07) (-0.02)
Trade sector -0.11 -0.14 -0.09 -0.16*** -0.18*** -0.03 -0.05
(-0.16) (-0.09) (-0.08) (-0.03) (-0.01) (-0.03) (-0.02)
Reg. TRA 0.13 0.08 0.07 -0.08 0.19*** 0.01 0
(-0.1) (-0.12) (-0.14) (-0.06) (-0.03) (-0.02) (0)
Urban area -0.41%* -0.18*** -0.14** -0.36*** -0.07 -0.02 0.05
(-0.05) (-0.04) (-0.04) (-0.01) (-0.04) (-0.05) (-0.03)
Mean of Y 2.5 2.19 2.52 2.21 0.61 0.38 0.14
R-sq. 0.056 0.038 0.041 0.074 0.129 0.244 0.055
N 601 601 601 601 601 601 601

Source: Authors’ own from survey data. Note: Standard errors in parentheses. * p<0.10, ** p<0.05, ***
p<0.01. The outcome variable is an indicator variables for MSEs with specific characteristics perceive this
specific aspect of the levy. The main regressor is knowledge level about the levy. See Section 3 for more

details.
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We now consider, more specifically, the relation between repaying loans via
mobile money, affected by the e-levy, and the same perceptions as above. First,
in Table 4.7 we show that MSEs repaying loans using mobile money have a
significant perception that the e-levy will affect their ability to repay. This also
correlates positively with the perception of increased difficulty in making loan
repayments through mobile money. The data does not allow us to analyse loan
default rates. However, these results indicate operational challenges of MSEs, or
at least their concerns, regarding potential constraints on their financial
capabilities and an increased risk of defaults, due to the additional cost
implications associated with the e-levy.

Table 4.7 Loan repayment perceptions of MSEs
using mobile money

(1) (2)
E-levy affected ability to repay Issues repay with chosen
method
MoMo loan repayment 0.10* 0.09*
(0.03) (0.03)
Controls Yes Yes
Mean of Y 0.14 0.13
R-sq. 0.074 0.079
N 574 574

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p<0.10, ** p<0.05, *** p<0.01. The outcome variable is an indicator
variable for how MSEs perceive this specific aspect of the levy. The main regressor is use of mobile money
for loan repayments. See Section 3 for more details.

As a second set of results, Table 4.8 shows that MSEs utilising mobile money for
loan repayment are less inclined to perceive the e-levy as transparent. This
suggests that concern about transparency of the e-levy may be more salient for
MSEs using mobile money. They are more likely to anticipate a negative impact
of the e-levy on loan default rates, reflecting apprehension about an added
financial burden. This perception could adversely affect their willingness to take
part in financial transactions or access credit, influencing their financial stability
and business operations. Consequently, they are also less optimistic about the e-
levy’s potential to achieve policy goals.
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Table 4.8 Mobile money loan repayment and e-levy

perceptions
)] (2 ) 4 (5) (6) 0]
Agree Fair e- | Satisfied | Transparent | Achieve | Influenced | Influenced
introduction levy with e-levy policy SACCOS defaults
e-levy policy goals repayment | negatively
change
MoMo loan 0.03 0.14 0.05 -0.10%** -0.06* -0.01 0.07**
repayment
(0.14) (0.09) (0.07) (0.01) (0.02) (0.05) (0.01)
Big loan 0.07 0.01 -0.05 0.08 -0.03 0.02 -0.00
(0.05) (0.11) (0.09) (0.13) (0.04) (0.04) (0.01)
Controls Yes Yes Yes Yes Yes Yes Yes
Mean of Y 2.50 2.18 2.52 2.22 0.60 0.39 0.14
R-sq. 0.054 0.061 0.049 0.079 0.122 0.221 0.063
N 574 574 574 574 574 574 574

Source: Authors’ own from survey data.

Note: Standard errors in parentheses. * p<0.10, ** p<0.05, *** p<0.01. The outcome variable is an indicator
variable for how MSEs perceive this specific aspect of the levy. The main regressor is use of mobile money
for loan repayments. See Section 3 for more details.

Finally, perceptions on mobile money remain positive, as shown in Figure 4.5 —
61.1 per cent of respondents acknowledge mobile money as a facilitator for
enhancing financial inclusion. A notable majority (69 per cent) confirm that mobile
money payments contribute to a reduction in cash transactions, while 56.2 per
cent say that mobile money empowers MSEs. Despite this, MSEs show less
satisfaction with the costs associated with using mobile money, which aligns with

expected parameters concerning cost implications. Only 17.9 per cent of

respondents find the fees associated with mobile money as reasonable, and 36.6
per cent show a preference for payment by mobile money by their clientele,
showing relatively limited DFS adoption at customer level in the MSE sector. In
addition, 16.5 per cent of MSE respondents find it difficult to obtain mobile money
accounts, potentially due to MSEs being in mainly remote locations.
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Figure 4.5 MSEs' perceptions of mobile money

MoMo improve fin. inclusion MoMo reduce cash trans.

MoMo empower MSEs

Client prefer MoMo payments Difficult to get MoMoPay

Strongly Disagree - Disagree - Neutral - Agree

- Strongly Agree

Source: Authors’ own from survey data.

Note: Data is derived from the following survey questions: ‘How much do you agree with the following
statements: (1) Mobile money has significantly improved financial inclusion in Tanzania; (2) Mobile money
has contributed to a reduction in cash transactions and increased digital payments in Tanzania; (3) Mobile
money has played a crucial role in enhancing economic empowerment among Tanzanian MSEs and
entrepreneurs; (4) The fees associated with mobile money transactions in Tanzania are reasonable; (5)
Clients prefer shopping at businesses that offer mobile money payments; (6) The process of getting a mobile
money account for business is difficult’.
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5. Discussion of results and policy
implications

The findings from this paper indicate that the introduction of the e-levy, along with
subsequent changes to its structure, did not have a significant negative impact on
loan repayments. Despite initial expectations of a detrimental effect, the data
shows that overall loan repayment amounts actually experienced growth, even
though there was a decrease in the number of transactions. This suggests that
the e-levy did not adversely affect loan repayment behaviour of MSEs, as initially
anticipated. This unexpected finding has positive implications for policy-makers,
suggesting a more complex interplay of factors influencing loan repayment
behaviour beyond the e-levy itself.

Further studies for policy-makers could support understanding of the underlying
reasons and interrelationship between tax design and its impact on SACCOS and
MSEs, as our data only provides a limited picture. This includes, in particular, the
interaction of economic factors — for example, that increased profits might offset
the negative economic impact of the e-levy, and strengthen financial resilience.
Avoiding losses from, or customers being dissatisfied with, having to close
businesses, as well as the role of payment preferences, digital literacy, and lack
of alternative solutions, especially in rural areas with limited banking
infrastructure, might influence repayment behaviour. The nature of mobile money
might also play a pivotal role, as its accessibility makes mobile money usage
convenient and efficient.

Therefore, it would be helpful for policy-makers to have a comprehensive
examination of these aspects individually — to understand their role, make
informed decisions, and implement targeted interventions to support MSEs in the
evolving economic and regulatory landscape.

We found evidence that there is a significant lack of knowledge about the e-levy,
with increased awareness correlating with a more negative perception of the e-
levy. For policy-makers, our findings underscore the need to address the
significant lack of knowledge about the e-levy. The correlation between increased
awareness and a more negative perception of the e-levy highlights the
importance of comprehensive awareness and education campaigns. These
campaigns could be tailored to tackle the specific needs and challenges faced by
MSE owners, who often know less about the e-levy. In addition, bridging the
information gap between different demographic groups is important to ensure
equitable access to accurate and relevant information about the e-levy. Providing
targeted support and resources to MSEs with less education and financial literacy
would help them to better understand the e-levy's implications. Additionally, it
would be beneficial to foster dialogue and collaboration among policy-makers,
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financial institutions, and MSE owners to addressing concerns and
misconceptions about the e-levy. This would ultimately lead to more informed
decision-making and policy formulation.

Closely intertwined with knowledge about the e-levy are perceptions of it. These
tend to be unfavourable, with concern raised about transparency and fairness in
its implementation. This is not surprising, as more knowledge and access to
information, facilitated by smartphones and sector-specific expertise, contribute to
this negative viewpoint. These insights suggest an intricate interplay of diverse
factors influencing repayment behaviour, knowledge acquisition, and perceptions
regarding the e-levy's implementation within the MSE sector. These offer
invaluable insights into the ramifications of taxation policies on financial practices
at grassroots level.

Addressing these intricacies demands a multifaceted approach, with policy-
makers heeding crucial implications for policy design and communication
strategies. Ensuring transparency and clarity when communicating information
about the e-levy is essential. Education campaigns that prioritise
comprehensiveness, easily understandable insights into the e-levy's objectives,
execution, and anticipated impacts will support this process. A clear
communication from policy-makers can mitigate negative perceptions and
enhance receptivity among MSEs. Policy-makers who actively engage MSEs and
other stakeholders throughout the educational endeavour, fostering dialogue,
soliciting feedback, and integrating MSESs’ insights into policy design, are likely to
be more successful. This participatory approach not only tailors tax policies to the
specific needs and concerns of MSEs, but also promotes a sense of ownership
and trust among stakeholders. This potentially fosters a more positive perception
of taxation policies. Furthermore, clarifying the benefits and opportunities MSEs
can get through the e-levy within tax design can promote a more favourable
outlook. By emphasising the potential advantages of the e-levy policy-makers can
offset negative sentiments, and gain support from MSEs.

Our study shows the potential influence of demographic factors, such as gender,
age, and geographical location, on MSEs' knowledge and perception of taxes.
This reveals the intricate interplay of various factors shaping the impact and
awareness of, and attitudes to, taxation. Policy-makers should consider these
demographic differences when designing and implementing tax policies, as well
as when disseminating information about tax regulations. Further evaluation is
warranted to fully understand the implications of these demographic variables on
tax-related perceptions and behaviour among MSEs.

Integrating these insights into policy formulation and communication strategies
will help policy-makers seeking to navigate the complex landscape of taxation
policies. By fostering transparency, engaging stakeholders, and emphasising the
benefits of taxation measures, policy-makers can encourage greater acceptance
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and understanding among MSEs, thereby facilitating more effective policy
implementation, and fostering economic resilience.

In conclusion, our study highlights unexpected trends in loan repayment
behaviour of MSEs after implementation of the e-levy. It suggests a less
detrimental impact than initially anticipated. However, policy-makers should
address lack of knowledge about the e-levy and negative perceptions of it among
MSEs. Tailored awareness campaigns and transparent communication strategies
can help to bridge the information gap and promote understanding. In the design
of policy it is important to pay attention to demographic factors, like gender, age,
and location, to ensure an equitable outcome. By integrating these insights into
policy-making, policy-makers can increase acceptance by and support from
MSEs, ultimately leading to economic resilience and inclusive growth.
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Appendices

Appendix 1 Overview of Tanzanian mobile money

fees

Table A1.1 Design and development of mobile
money levies, Tanzania

Date

Legal Document

Change

July 2013

Finance Act, 2013

Introduction of excise duty on money transfers through banks, financial
institutions, or telcos at the rate of 0.15% of the amount transferred for
the amount exceeding TSh30,000.

Exception

Exempt from this duty were money transfers between banks and
financial institutions, governments, diplomats, and diplomatic missions.
Later revoked by the Finance Act 2014.

July 2014

Finance Act, 2014

Introduction of excise duty at the rate of 10% on charges or fees
payable by a person to a financial institution for services provided by
such an institution or a telecommunication service provider for money
transfer service.

Prior to this amendment, mobile network operators (MNOs) solely
imposed excise tax on their transfer fees, while excluding it from the
more substantial cash-out fees. With this significant amendment, the
excise duty had been extended to encompass both the MNOs' transfer
and cash-out fees.

July 2021

(published
30 June
2021)

The Finance Act,
2021

The National Payment Systems Act of 2015 was amended to
incorporate a levy on electronic mobile money transfer and withdrawal
transactions, at a rate ranging from TSh10 to TSh10,000.

The levy was imposed in addition to the existing 18% VAT and excise
duty of 10% on mobile money transfer and cash-out fees.

Merchant, business, and government payment transactions were
exempt from the levy.

September
2021

(published
31 August
2021)

The National
Payment Systems
(Electronic Mobile
Money Transfer and
Withdrawal
Transactions Levy)
(Amendment)
Regulations,

2021

The government levy on mobile money transfer and withdrawal
transactions was revised, and the new rate was set between TSh10
and TSh7,000.

The amendment further specified the electronic money transactions

subject to the levy. These included:

a. Transfer from the user's mobile money account to another mobile
account

b. User's mobile money account to bank account

c. Bank account to bank account

The application base was extended to include bank and financial
institution transactions performed via mobile phone. Other types of
bank and financial institution transactions, such as over-the-counter
(OTC), ATM transactions, and transactions conducted through devices
other than mobile phones (e.g. personal computers). remained
excluded from the levy.

July 2022

The National

The government levy on mobile money transfer and cash-out
transactions was further reduced to between TSh10 and TSh4,000
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(Published 1 | Payment Systems
July 2022) (Electronic Money Electronic money transactions subject to the levy included:
Transaction Levy) e Transfer from a user's mobile money account to a user’'s mobile
Regulations, 2022 money account
e Auser's mobile money account to a user’'s bank account
e Auser's bank account to a user’s bank account
e Auser’s bank account to a user's mobile money account
This amendment further extended the application base to include
electronic banking transactions, presumably seeking to level the
playing field between banks and telcos.
Bank transfers, over-the-counter transactions, ATM transactions, and
Internet banking were now subject to the levy.
October The National The government levy on mobile money transfers and cash-out
2022 Payment Systems transactions was further reduced to between TSh10 and TSh2,000.
(Electronic Money
(published 5 | Transactions Levy) The government further repealed the amendment that previously
October (Amendment) encompassed all electronic transactions, effectively eliminating the
2022) Regulations, 2022 levy on electronic transactions between banks and mobile wallets, as
well as bank-to-bank transfers.
July 2023 National The government levy on mobile money transfers was removed. The
Payment Systems levy on withdrawal (cash-out) transactions was retained at a rate
(Electronic Money between TSh10 and TSh2,000.
Cash Withdraw
Transaction Levy) Mobile money transaction levy was now limited to withdrawal
Regulations, 2023 transactions only.

Source: Authors’ own from survey data.
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Appendix 2 Levy charges from July 2021

Table A2.1 Chargeable rate for Electronic Mobile
Money Transfer and Withdrawal Transactions
Levy, July 2021

SIN Electronic mobile money transfer and Rate in TSh
withdrawal amount in TSh

1 1 to 999 -

2 1,000 to 1,999 10

3 2,000 to 2,999 16

4 3,000 to 3,999 27

5 4,000 to 4,999 56

6 5,000 to 6,999 100

7 7,000 to 9,999 125

8 10,000 to 14,999 320

9 15,000 to 19,999 610

10 20,000 to 29,999 960

11 30,000 to 39,999 1,100

12 40,000 to 49,999 1,500

13 50,000 to 99,999 2,050

14 100,000 to 199,999 2,530

15 200,000 to 299,999 2,940

16 300,000 to 399,999 3,500

17 400,000 to 499,999 4,100

18 500,000 to 599,999 5,200

19 600,000 to 699,999 6,400

20 700,000 to 799,999 7,100

21 800,000 to 899,999 7,520

22 900,000 to 1,000,000 8,900

23 1,000,001 to 3,000,000 9,400

24 3,000,001 and above 10,000

Source: National Payment Systems (Electronic Mobile Money Transfer and Withdrawal Transactions Levy)
Regulations, 2021.
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Table A2.2 Chargeable rate for Electronic Mobile
Money Transfer and Withdrawal Transactions
Levy, September 2021

S/IN Electronic mobile money transfer and Rate in TSh
withdrawal amount in TSh

1 1to 999 0

2 1,000 to 1,999 10

3 2,000 to 2,999 11

4 3,000 to 3,999 19

5 4,000 to 4,999 39

6 5,000 to 6,999 70

7 7,000 to 9,999 88

8 10,000 to 14,999 224

9 15,000 to 19,999 427

10 20,000 to 29,999 672

11 30,000 to 39,999 770

12 40,000 to 49,999 1,050

13 50,000 to 99,999 1,435

14 100,000 to 199,999 1,771

15 200,000 to 299,999 2,058

16 300,000 to 399,999 2,450

17 400,000 to 499,999 2,870

18 500,000 to 599,999 3,640

19 600,000 to 699,999 4,480

20 700,000 to 799,999 4,970

21 800,000 to 899,999 5, 264

22 900,000 to 1,000,000 6,230

23 1,000,001 to 3,000,000 6,580

24 3,000,001 and above 7,000

Source: National Payment Systems (Electronic Mobile Money Transfer and Withdrawal Transactions Levy)
(Amendment) Regulations, 2021.
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Table A2.3 Chargeable rate for Electronic Money
Transactions Levy, July 2022

S/IN Electronic mobile money transfer and Rate in TSh
withdrawal amount in TSh

1 100 to 2,999 10

2 3,000 to 3,999 15

3 4,000 to 4,999 30

4 5,000 to 6,999 60

5 7,000 to 9,999 70

6 10,000 to 14,999 128

7 15,000 to 19,999 243

8 20,000 to 29,999 383

9 30,000 to 39,999 439

10 40,000 to 49,999 599

11 50,000 to 99,999 818

12 100,000 to 199,999 1,009

13 200,000 to 299,999 1,173

14 300,000 to 399,999 1,397

15 400,000 to 499,999 1,636

16 500,000 to 599,999 2,075

17 600,000 to 699,999 2,554

18 700,000 to 799,999 2,833

19 800,000 to 899,999 3,000

20 900,000 to 1,000,000 3,551

21 1,000,001 to 3,000,000 3,751

22 3,000,001 and above 4,000

Source: National Payment Systems (Electronic Money Transaction Levy) Regulations, 2022.

Table A2.4 Chargeable rate for Electronic Money
Transactions Levy, October 2022

S/IN Electronic mobile money transfer and Rate in TSh
withdrawal amount in TSh

1 100 to 2,999 10

2 3,000 to 3,999 14

3 4,000 to 4,999 27

4 5,000 to 6,999 54

5 7,000 to 9,999 56

6 10,000 to 14,999 102

7 15,000 to 19,999 195

8 20,000 to 29,999 306

9 30,000 to 39,999 351

10 40,000 to 49,999 419

11 50,000 to 99,999 573

12 100,000 to 199,999 707

13 200,000 to 299,999 821

14 300,000 to 399,999 838

15 400,000 to 499,999 982

16 500,000 to 599,999 1,245

17 600,000 to 699,999 1,532

18 700,000 to 799,999 1,700

19 800,000 to 899,999 1,750

20 900,000 to 1,000,000 1,776

21 1,000,001 to 3,000,000 1,875

22 3,000,001 and above 2,000

Source: National Payment Systems (Electronic Money Transactions Levy) (Amendment) Regulations, 2022.
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Table A2.5 Chargeable rate for Electronic Money
Cash Withdraw Transactions Levy, July 2023

S/IN Electronic mobile money transfer and Rate in TSh
withdrawal amount in TSh

1 100 to 2,999 10

2 3,000 to 3,999 14

3 4,000 to 4,999 27

4 5,000 to 6,999 54

5 7,000 to 9,999 56

6 10,000 to 14,999 102

7 15,000 to 19,999 195

8 20,000 to 29,999 306

9 30,000 to 39,999 351

10 40,000 to 49,999 419

11 50,000 to 99,999 573

12 100,000 to 199,999 707

13 200,000 to 299,999 821

14 300,000 to 399,999 838

15 400,000 to 499,999 982

16 500,000 to 599,999 1,245

17 600,000 to 699,999 1,532

18 700,000 to 799,999 1,700

19 800,000 to 899,999 1,750

20 900,000 to 1,000,000 1,776

21 1,000,001 to 3,000,000 1,875

22 3,000,001 and above 2,000

Source: National Payment Systems (Electronic Money Cash Withdraw Transactions Levy) (Amendment)
Regulations, 2023.
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Appendix 3 Additional tables

Table A3.1 Survey questions

SACCOS

Variable/key Definition Question asked to collect information
terms
SACCOS Being a shareholder in a How many years have you been member of this SACCOS?
membership Savings and Credit What was the purpose to become a member of this
Cooperative Society SACCOS?
(SACCOS); allowing one 1. Build savings
access to savings and 2. Access to loans
credit facilities, as wellas | 3. Access to insurances
benefits such as 4. Save location for money
dividends and financial 5. Access to savings groups
services 6. Access to financial education
7. Other
How has your membership in the SACCOS helped you
financially or professionally?
Have you been a member of any other SACCOS now or in
the past?
1 Yes
0 No
Loan Borrow money from What was the purpose of the loan?

What was the amount of the loan in TSh?
What is the duration of the loan in month?
What was the lending scheme?

1 Reducing balance

2 Flat rate

3 1 don't know

What is/was the interest rate per year in %?
How was your loan repayments schedule?
1 Monthly

2 Weekly

3 Daily

Loan disbursement
method

The method or process by
which a loan amount is
released to the borrower
by the SACCOS

Which payment method was used to disburse the loan?
1 Cash

2 Mobile money

3 Bank transfer

Other

Loan repayment
method

The method or process by
which a borrower returns
borrowed funds to the
SACCOS according to the
terms and conditions
outlined in the loan
agreement

What is/was the repayment method to repay the loan?
1 Cashin

2 Mobile money

3 Bank transfer

4 Deduction of salary

5 Other

Knowledge of the
e-levy

The respondents’
understanding and
awareness of the e-levy
(mobile money levy)

The Tanzanian government introduced a levy on mobile
money transactions. Did you hear about this?

1Yes

0 No

Have you heard of any implemented changes in the levy?
1 Yes

0 No

When was the levy implemented (MM-YYYY)?

When was the levy adjusted for the first time (MM/YYYY)?
What was the tax rate at implementation in TSh for the
transfer of TSh1,0007?

Which of these transactions were affected by the e-levy?
1. Private payments

2. Mobile money to bank
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3. Business payments

4. Merchant payments

5. Government payments
6. Don't know

Perception of the e-
levy

Attitudes, opinions and
interpretations held by the
respondents regarding the
e-levy (mobile money
levy)

On a scale of 1 to 5, how much do you agree with the
introduction of the mobile money tax levy?

1 means strongly disagree; 5 means strongly agree.
On a scale of 1-5, how fair do you think the levy is?

1 means very unfair ; 5 means very fair.

On a scale of 1 to 5, how satisfied are you with the policy
changes?

1 means very dissatisfied ; 5 means very satisfied

On a scale of 1 to 5, how transparent do you think the
usage of revenue from the levy is?

1 means not transparent at all ; 5 means completely
transparent

What do you think the purposes of the levy were?

Do you think the levy can achieve these purposes?

1 Yes

0 No

Who do you think is affected the most by the levy?

1 MSEs

2 Large businesses

3 Individual people

4 Mobile money operators

Other

5 What exemption threshold in TSh do you think is
reasonable?

Do you believe the mobile money levy has influenced the
SACCOS'’ loan repayment policies or strategies?
1Yes

0 No

Do you believe the mobile money levy has influenced the
SACCOS'’ loan default rate negatively?

1 Yes

0 No

Age

Age of the respondent

How old are you?

Gender

Gender of the respondent

What is your gender?
1 Female
2 Male

Education

The level of education of
the respondent. Those
with tertiary education
(post-secondary) are
considered to have
attained a high level of
education

What is your highest educational degree?

1 Primary school education

2 Secondary school education

3 College certificate

4 College diploma

5 University graduated (Bachelor degree)

6 University post-graduated (Master’s degree)
7 University PhD

8 Attended school, but no educational degree
9 Not attended school

Has smartphone

The respondent owns a
smartphone

Do you own your own mobile phone?
1 Yes

0 No

What type of phone do you own?

1 Feature phone

2 Smartphone

Has computer

The respondent owns a

Do you own a computer?

computer 1Yes
0 No
Has internet The respondent accesses | Do you use internet for your business?
and uses the internet for 1 Yes
their business 0 No
Has bank account The respondent Do you have a bank account?
possesses or holds an 1Yes
account with a bank 0 No
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Trade sector

Segment or economic
sector in which the
respondent trades.

What is the main sector of activity of your business?
1 Agriculture

2 Manufacturing

3 Mining

4 Commerce (B2B/B2C)

5 Services

Registration with
TRA

The Tanzania Revenue
Authority (TRA) oversees
taxation and revenue
collection in Tanzania.
The respondent's
registration status was
determined by whether
they possessed a
Taxpayer ldentification
Number (TIN), which is
issued upon registration
with the TRA.

Do you have a Taxpayer Identification Number?
1Yes
0 No

Bookkeeping

Systematic recording,
organising, and tracking
of financial transactions
and activities of the MSE

Does your business keep any kind of books of accounts?
Yes
No

Payment methods

The channels or methods
used by the MSE to make
payments for goods,
services, or financial
transactions. Note, mobile
money — personal
account transactions were
affected by the e-levy.

1 Cash

2 Mobile money -
personal account

3 Mobile money -
business account

4 Bank transfer

5 Card payment

6 Cheque

7 Other

Which types of payments do you accept from your
customers (B2B/B2P)?

Which types of payment do you use to pay your
employees?

Which types of payment do you use to pay your suppliers?

Payment method
preference

Used to estimate
perceptions and
respondents’ preferences
of the various payment
methods or channels. The
possible responses are:

1 Very comfortable

2 Somewhat comfortable
3 Somewhat
uncomfortable

4 Very uncomfortable

How comfortable do you feel using cash as a payment
method?

How comfortable do you feel using your personal mobile
money account as a business-related payment method?
How comfortable do you feel using your business mobile
money account as a payment method?

How comfortable do you feel using bank transfers as a
payment method?

How comfortable do you feel using cards as a payment
method?

How comfortable do you feel using checks as a payment
method?

Perception of
mobile money

Attitudes, opinions, and
interpretations held by the
respondents regarding
mobile money. The
possible responses are:

1 Strongly disagree

2 Disagree

3 Neutral

4 Agree

5 Strongly agree

On a scale from 1 to 5, how much do you agree with the
following statement: Mobile money has significantly
improved financial inclusion in Tanzania.

1 means strongly disagree; 5 means strongly agree

On a scale from 1 to 5, how much do you agree with the
following statement: Mobile money has contributed to a
reduction in cash transactions and increased digital
payments in Tanzania.

On a scale from 1 to 5, how much do you agree with the
following statement: Mobile money has played a crucial
role in enhancing economic empowerment among
Tanzanian MSEs and entrepreneurs.

On a scale from 1 to 5, how much do you agree with the
following statement: The fees associated with mobile
money transactions in Tanzania are reasonable.
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On a scale from 1 to 5, how much do you agree with the
following statement: Clients prefer shopping at businesses
that offer mobile money payments.

On a scale from 1 to 5, how much do you agree with the
following statement: The process of getting a mobile
money account for business is difficult.

On a scale from 1 to 5, how much do you agree with the
following statement: mobile money providers in Tanzania
offer sufficient customer support services.

General tax attitude

The overall attitude and
opinions held by the
respondents regarding
taxation and tax policies

On a scale of 1 to 5, how satisfied are you with the current
tax system in Tanzania?

1 means very dissatisfied; 5 means very satisfied

On a scale of 1 to 5 how fair do you think the tax system
is?

1 means very unfair; 5 means very fair

On a scale from 1 to 5, how satisfied are you with the
transparency and accountability of tax collection and
utilisation by the government?

1 means very dissatisfied; 5 means very satisfied

On a scale from 1 to 5, how satisfied are you with the
provision of public services?

1 means very dissatisfied; 5 means very satisfied
Compared to 3 years ago, do you think that the tax system
is more or less fair?

1 means very unfair; 5 means very fair

On a scale from 1 to 5, how justified is the following
statement: Under-declare income so to pay less tax.

0 means never justified ; 5 means always justified

On a scale to 1-5, how much would you trust a proposal of
the national government that if you paid more taxes, they
would provide you with better services. How much would
you trust them that these better services would actually
materialise?

1 means no trust at all ; 5 means complete trust

Source: Authors’ own.
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Table A3.2 Descriptive statistics of the survey
sample

Variable Obs Mean Std. dev. Min Max
Female 601 0.49 0.50 0.00 1.00
Age 601 43.85 10.87 23.00 84.00
High education 601 0.42 0.49 0.00 1.00
Christian 601 0.77 0.42 0.00 1.00
Has smartphone 601 0.72 0.45 0.00 1.00
Has computer 601 0.27 0.44 0.00 1.00
Has bank account 601 0.83 0.38 0.00 1.00
Is owner 601 0.85 0.36 0.00 1.00
Trade sector 601 0.44 0.50 0.00 1.00
Registered TRA 601 0.63 0.48 0.00 1.00
Has books of account 601 0.75 0.44 0.00 1.00
Has internet 601 0.17 0.37 0.00 1.00
Has employees 601 0.52 0.50 0.00 1.00
Monthly sales 2023 US$ 365 1,431.49 4,617.67 2.38 47,697.79
Urban area 575 0.72 0.45 0.00 1.00
Central zone 601 0.03 0.17 0.00 1.00
Coastal zone 601 0.17 0.38 0.00 1.00
Lake zone 601 0.52 0.50 0.00 1.00
Southern zone 601 0.27 0.45 0.00 1.00

Source: Authors’ own from survey data.

Table A3.3 General tax perceptions and tax
knowledge

(1) (2) (3) (4) (5) (6) (7 (8) (9)

. . Trans- .
Satisf. Fair . Informed @ Satisf. . Refuse
Fairer | parent Justify Trust
tax tax on tax pub. . to pay
now tax evasion Govt
system system system serv. taxes
system
Medium/high g 140 ' g0 | 046  -002* = -008 | -007 | 032 | 021* 001

tax knowledge
(0.04) (0.08) (0.02) (0.01) (0.05) (0.12) (0.10) (0.08) (0.01)

Female 0.01 | -0.05*  0.04 | 022" -0.06 018 | -0.23**  -0.03 0.02
(0.05) = (0.01) = (0.07) = (0.03) | (0.01) (0.04)  (0.05) | (0.19) = (0.02)

Age above 0.03 0.07 = 0.142* | 0.22%* 0.02 0.07 0.00 0.11 0.03*
median (42)

(0.02) = (0.05) & (0.03) & (0.04) (0.05) (0.04) (0.10) (0.13) | (0.01)
High *k*k *k%k * *% *%

. -0.33 -0.27 -0.24* | -0.26 0.05 -0.12 0.10 -0.06 0.05

education

(0.03) =~ (0.04) = (0.10) = (0.09) (0.02) (0.09) (0.10) (0.10) | (0.07)
Christian -0.00 -0.00 -0.04 -0.03 -0.05 -0.10* = 0.13* 0.02 006"

(0.13) = (0.08) = (0.05) & (0.10) (0.02) (0.04) (0.03) (0.04) | (0.01)
Has

-0.15 -0.08 -0.14 -0.15 -0.06 -0.08 0.22 0.06 -0.01
smartphone

(0.13) = (0.10) = (0.12) = (0.08) (0.04) (0.08) (0.12) (0.08) | (0.02)
Has computer | 0.24*** = 0.08 0.13 0.13 0.01 0.09 2024 | -0.25"* | -0.02

(0.05) = (0.08) = (0.17) = (0.06) | (0.02) (0.18) = (0.06) | (0.04) = (0.04)
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Has bank
account

Accept DFS
from
customers

Is MSE owner

Trade sector

Reg. TRA

Bookkeeping

Has internet

Has
employees

Sales above
median (1min)

Urban area

Mean of Y
R-sq.
N

Source: Authors’ own from survey data.
Note: Standard errors in parentheses. * p<0.10, ** p<0.05, *** p<0.01. The outcome variable is an indicator

-0.05
(0.12)

-0.15
(0.08)

-0.09**
(0.03)

-0.08
(0.07)

0.05
(0.06)

0.12*
(0.05)

0.01
(0.03)

-0.00
(0.05)

0.08
(0.10)

-0.22*
(0.08)
2.47
0.056
601

0.00
(0.09)

-0.06
(0.06)

-0.25*
(0.08)

-0.04
(0.09)

-0.02
(0.02)

0.14
(0.07)

-0.04
(0.05)

0.03
(0.07)

0.10
(0.05)

-0.14
(0.08)
2.38
0.040
601

0.00
(0.08)

-0.05
(0.07)

-0.07
(0.06)

0.11%*
(0.01)

-0.06
(0.11)

0.19*
(0.05)

-0.06
(0.09)

0.15*
(0.05)

-0.00
(0.04)

-0.26

(0.13)
2.48

0.053
601

-0.03
(0.13)

-0.00
(0.09)

-0.06
(0.09)

-0.01
(0.04)

0.07
(0.06)

0.13*
(0.05)

-0.07
(0.05)

0.13
(0.09)

-0.03
(0.10)

-0.26*
(0.06)
2.63
0.083
601

-0.01
(0.04)

0.01
(0.03)

-0.12
(0.06)

0.05
(0.03)

0.17**
(0.04)

0.12*
(0.05)

0.14%*
(0.02)

0.02
(0.07)

-0.09
(0.05)

-0.00
(0.08)
0.37
0.130
601

-0.05
(0.18)

-0.03
(0.07)

0.12**
(0.03)

-0.08**
(0.03)

0.06
(0.05)

0.09
(0.06)

-0.09**
(0.03)

0.17
(0.10)

-0.01
(0.12)

-0.10
(0.08)
2.91
0.037
601

-0.06
(0.13)

-0.02
(0.04)

-0.22*
(0.09)

-0.01
(0.14)

0.37**
(0.06)

0.05
(0.09)

-0.47*
(0.14)

-0.22*
(0.09)

0.12
(0.13)

0.25*

(0.10)
2.64

0.090
601

0.14
(0.09)

-0.13*
(0.03)

-0.07
(0.09)

0.11*
(0.04)

0.36***
(0.08)

0.00
(0.16)

-0.12
(0.10)

-0.24
(0.13)

-0.01
(0.12)

-0.28***
(0.04)
2.82
0.072
601

variables for MSEs with specific characteristics perceive this specific aspect of the tax system. The main

regressor is knowledge and perception of the general tax system. See Section 3 for more details.

0.02
(0.02)

-0.03
(0.03)

0.10**
(0.03)

0.07
(0.04)

-0.08
(0.06)

0.02
(0.05)

-0.01
(0.05)

0.05*
(0.02)

-0.01
(0.04)

0.01
(0.02)
0.13
0.054
601
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Table A3.4 Mean differences by loan repayment

method
Cash Mobile
Mean Obs Mean Obs Difference
Female 0.50 270 0.50 304 -0.00
Age 45.02 270 42.56 304 2.47***
High education 0.47 270 0.38 304 0.10**
Christian 0.79 270 0.77 304 0.02
Has smartphone 0.74 270 0.70 304 0.05
Has computer 0.27 270 0.27 304 0.01
Has bank account 0.84 270 0.81 304 0.03
Accept DFS from 0.31 270 0.38 304 -0.08*
customers
Is MSE owner 0.85 270 0.84 304 0.01
Trade sector 0.46 270 0.44 304 0.03
Reg. TRA 0.61 270 0.63 304 -0.01
Bookkeeping 0.75 270 0.74 304 0.01
Has internet 0.14 270 0.20 304 -0.07**
Has employees 0.51 270 0.52 304 -0.02
Sales 2023 US$ 1,283.73 153 1,597.13 194 -313.40
Urban area 0.48 251 0.90 300 -0.41***
Loan TSh2 million 0.49 253 0.39 304 0.10*
N 574

Source: Authors’ own from survey data.
Note: Standard errors in parentheses. * p<0.10, ** p<0.05, *** p<0.01.
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