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ABSTRACT 

The research purpose was to assess the contribution of indirect taxes on revenue collection in Rwanda. 

Specifically the study focused on the contribution of Value Added Tax (VAT), Excise duty and Import duties on 

tax revenue collections in Rwanda. The researcher reviewed both theoretical and empirical literature 

electronic tax management on revenue collection. The researcher used descriptive method of study based on 

qualitative and quantitative approach in order to get better analysis of the study. The target population for 

this study included employees of RRA at Headquarters and Customs Services Department. The population size 

was tax revenue data for sixteen years from year 2005 to 2020. The study used convenience sampling 

method was used to select sixteen year period. Data was collected from both primary and secondary data 

using questionnaires and documentation. Data collected was analyzed using SPSS version 21. Data analysis 

involved statistical computations for averages, percentages, and correlation and regression analysis. 

Ordinary least squares (OLS) regression method of analysis was adopted to determine the inferential 

statistics. Regression analysis was used to evaluate the degree of the contribution of indirect taxes on 

revenue collection in Rwanda and the findings presented in tables and graphs. From the findings on 

descriptive analysis of various VAT accruing from the different years, the study found that mean for the Value 

Added Tax Revenue was Rwf. 486,043 Billion, the maximum for the Value Added Tax for the period was 

241,426 Billion francs while the minimum value was Rwf. 57,746. On descriptive analysis of various Excise 

duty accruing from the different years, the study found that mean for the Excise duty was Rwf. 95,496 Billion, 

the maximum for the Excise duty for the period was 176,493 Billion francs while the minimum value of Excise 

duty was Rwf. 21,505. The regression coefficients revealed that there was a positive and significant 

relationship between Value Added Tax and employee Tax revenue collection (r=0.113, p=0.036). This was 

supported by a calculated t-statistic of 2.103 that is larger than the critical t-statistic of 1.96. Further, the 

results revealed that there was a positive and significant relationship between Exercise duty and Tax revenue 

collection (r=0.395, p=0.000). This was supported by a calculated t-statistic of 3.515 that is larger than the 

critical t-statistic of 1.96. Lastly, there was a positive and significant relationship between Import duty and 

Tax revenue collection (r=0.433, p=0.000). From the findings concludes that is a strong relationship between 

indirect taxes (Value Added Tax, Exercise duty and Import duty) on tax revenue collection in Rwanda. The 

study found that there was a positive association between Value Added Tax, Exercise duty and Import duty 

on tax revenue collection. On overall the relationship between the indirect tax sources and economic growth 
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was found to be significant. Against the above result, we recommended among others that the number of 

goods on the VAT list should be increased and the burden of custom duties should be lessened on infant 

industries, all aimed at boosting indirect tax revenue accruing to Rwanda and ultimately stimulating tax 

revenue collection. The study recommended that the government should put in place mechanism to close up 

the loopholes in the VAT collection system as its effect is significant. Moreover, company’s remittance of VAT 

revenue should be addressed by the government to ensure full compliance hence an increased tax revenue 

collections. Lastly, the government should ensure that VAT and Exercise Duty practices encourage 

international business participation and investment to boost the tax collection revenue of Rwanda.   

Keywords: Value Added Tax, Exercise Duty, Import Duty, Rwanda Revenue Authority, Tax Revenue collection. 
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INTRODUCTION  

Globally, revenue generation role of the taxes has 

been given much attention since both developing 

and developed economies have been confronted 

with growing fiscal deficits which have been 

attributed to inadequate budgetary resources, 

wasteful budgetary process, loopholes in budgeting 

process, tax evasion, excessive government 

borrowing, weak revenue mobilization and 

increased public expenditure (IMF, 2013). In most 

countries a key policy concern is to sustain long-

term economic growth, while at the same time 

addressing redistributive concerns and ensuring 

that the debt path is sustainable. To achieve these 

outcomes, public resources should be spent in an 

efficient and equitable way and tax revenues should 

be collected in a way that minimizes the cost of 

distortions to the functioning of labor, product and 

financial markets (Macek, 2014). The effect of 

public spending on long-run growth and inequality 

likely differs with the type and the effectiveness of 

spending (OECD, 2020). The public sector raises 

money in order to spend it, mostly on the day-to-

day costs of providing public services, on capital 

investment and on cash transfer payments that 

support the incomes of various individuals and 

families.  

All over the world, governments undertake huge 

public expenditure on behalf of their citizens for the 

provision of basic amenities and other social 

services. To meet up with these responsibilities, 

governments thus require substantial amount of 

funds (Jacobs & de Mooij, 2015). Among the various 

sources from which governments can generate 

income, taxes are the most important and most 

reliable; contributing much more than any other 

source (Jacobs, 2018).  

Taxation is the inherent power of the state, 

exercised through the legislature, to impose 

financial burdens upon subjects within its 

jurisdiction for the purpose of raising revenues to 

carry out the legitimate duties of government 

(Gruber & Saez, 2012). Taxation also, is an 

imposition of compulsory levies on individuals or 

entities by governments. Taxes are levied in almost 

every country of the world, primarily to raise 

revenue for government expenditures, although 

they serve other purposes as well. Revenue from 

taxation and customs provides governments with 

the funds needed to invest in development, relieve 

poverty and deliver public services; and the physical 

and social infrastructure required to enhance long-

term growth (Tanzi, 2013). 

Taxes are the most important source of government 

revenue for most countries in the world (Obadan, 

2015). Taxation refers to imposition of compulsory 

levies on individuals or entities by government. 

From income tax to Goods and Services Tax (GST), 
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taxation applies to all levels. Taxes are levied in 

almost every country of the world, primarily to raise 

revenue for government expenditures, although 

they serve other purposes as well (Fasoranti, 2013). 

In the system of taxation, there have commonly 

two types of taxes which are direct and indirect 

taxes (Igweonyia, 2011). In some countries, the tax 

revenue collected from indirect taxes such as goods 

and services taxes have contributed more than 

direct taxes such as personal income and corporate 

taxes (Ndunda, 2015). While in other countries, the 

tax revenue collected from direct taxes have 

contributed more than the tax revenue collected 

from indirect taxes to total tax revenue collections. 

Indirect taxes are basically taxes that can be passed 

on to another entity or individual. They are usually 

imposed on a manufacturer or supplier who then 

passes on the tax to the consumer (Nmesirionye et 

al., 2019). Indirect taxes are commonly used and 

imposed by the government in order to generate 

revenue. They are essentially fees that are levied 

equally upon taxpayers, no matter their income, so 

rich or poor, everyone has to pay them. An indirect 

tax is collected by one entity in the supply chain 

(usually a producer or retailer) and paid to the 

government, but it is passed on to the consumer as 

part of the purchase price of a good or service. The 

consumer is ultimately paying the tax by paying 

more for the product (White, 2012). 

Indirect taxes constitute a significant proportion of 

total tax revenue raised by the government (Devos, 

2014). In 2017, among countries that were not 

classified as “High income” by the World Bank, the 

share of direct tax revenue in total tax revenue 

ranged from a high of 60% in South Africa and 

Romania to a low of 16% in Kosovo (Shahzad, et al., 

2018). The standard deviation of the observations is 

12%. Indirect taxes as a share of tax revenue varied 

just as widely, from 80% in Kosovo to 20% in 

Botswana, with a standard deviation of 11.5. 

Moreover, this variance is not a new phenomenon; 

in 1990, the direct tax share ranged from 53% in 

Mexico and Turkey to 9% in Guinea, and the 

standard deviation for the year was also 12% 

(Xiong, 2013).   

Data published by OECD show that the average 

indirect tax share of total tax revenue collections 

for all member countries in 2018 was 32.7% with a 

standard deviation of 7.9%. The member country 

with the highest share was Chile with 53.2% and at 

the other end was USA with 17.6% (OECD, 2020). 

The general trend in direct vs indirect tax ratio in 

total tax revenue over past decades in developed 

countries shows an increase in direct tax share of 

total tax revenue.  

Over the world, different researchers have 

conducted different studies on taxation in general 

and on two main types of taxes which are direct 

taxes and indirect taxes in particular. Here below 

are some examples: Caren Grown and Imraan 

Valodia edited the research entitled: Taxation and 

Gender Equity. A comparative analysis of direct and 

indirect taxes in developing and developed 

countries (Nasr, 2012). It developed a conceptual 

framework and methodology for examining and 

evaluating the impacts of direct and indirect 

taxation on different types of households, based on 

sex composition and employment status and 

suggested a set of principles and guidelines for 

gender-equity enhancing tax policies and tax 

reforms in developing and developed countries. 

In European Union, according to the European 

Commission – Taxation and customs union’s report 

of Fiscal year 2007-2008, the highest shares of 

indirect taxes were found in Bulgaria, where the 

share is well over half of tax revenue collection, and 

Cyprus, where it is not far from the 50 % mark. 

Malta and Romania, too, show relatively high 

indirect tax shares (Nasr, 2012).  

In Latin America and the Caribbean, Revenue 

statistics’ report shows that in 2019, the Latin 

America and Caribbean average tax mix was highly 

reliant on revenues from taxes on goods and 

services, which made up about half of total tax 

revenues (49.8%) (Ahmad et al., 2018). VAT 

revenues were the principal source of these 
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revenues in the Latin America and the Caribbean 

region in 2019, on average accounting for 27.7% of 

total tax revenue collections (OECD, 2021). 

In Asia and Pacific, Revenue statistics’ report shows 

that on average, taxes on goods and services were 

the main source of tax revenues in the Asia-Pacific 

region in 2019, accounting on average for 49.8% of 

total tax revenue collections, similar to the Africa 

and Latin America and the Caribbean averages 

(51.9%, 2018 figure and 50.3%, respectively) and 

higher than the OECD (32.7%, 2018 figure) (Ahmad, 

Sial, & Ahmad, 2018). However, within this 

category, the average share of value-added taxes in 

total revenues was lower in Asia-Pacific (22.8%) 

than in Africa and Latin America and the Caribbean 

(29.7%, 2018 figure and 28.0%, respectively) and 

similar to the OECD average (20.4%, 2018 figure) 

(OECD, 2021). 

According to the Revenue statistics’ report of OECD, 

taxes on goods and services were the main source 

of tax revenues among the 30 African countries, 

accounting for 51.9% of total tax revenues on 

average in 2018, with VAT alone accounting for 

29.7%.  

Taxes on goods and services were the principal 

source of tax revenues for 21 African countries in 

2018, ranging from 39.7% of tax revenues in Tunisia 

to 76.3% in Togo. For the nine other countries 

(Chad, the Democratic Republic of the Congo, 

Equatorial Guinea, Nigeria and all countries that 

constitute the Southern African Customs Union 

(SACU) i.e. Botswana, Eswatini, Lesotho, Namibia 

and South Africa), taxes on income and profits 

accounted for the principal share of total tax 

revenue (OECD, 2020). 

In Rwanda, according to different RRA annual 

reports from fiscal year 2013-2014 to fiscal year 

2014-2015, indirect taxes have contributed more 

than 50% of total tax revenue collections. In fiscal 

year 2013-2014, the total indirect taxes collected 

were 56.0% of total tax revenue collections and in 

fiscal year 2014-2015, the total indirect taxes were 

54.7% of total tax revenue collections (RRA, 2019). 

Problem Statement 

In Sub-Sahara African countries, Rwanda including, 

overall, indirect taxes are the dominant force in tax 

revenue. This is not surprising, given that since its 

introduction in the 1990s, VAT has met with success 

in the countries of the region (Hansl, et al., 2020). 

The ease of implementation and the low economic 

cost of VAT have favored the mobilization of 

significant revenues (Doya, 2011). Thus, the share 

of indirect revenues in the sub-Sahara African 

countries studied rose from 27% in 1990 to 43% of 

total tax revenues in 2010. Especially in Rwanda, 

indirect taxes collected during the fiscal years 2013-

2014 and 2014-2015 were 56% and 54.7% of total 

tax revenue collections respectively (Gbato, 2017). 

As said above, over the world, in recent years, 

different researchers and analysts in public finance 

domain, have conducted different studies on 

taxation in general and on two main types of taxes 

which are direct taxes and indirect taxes in 

particular. However, few studies have been 

conducted especially on the contribution of indirect 

taxes on total tax revenue collections across the 

world, and nil research conducted on this subject in 

Rwanda. 

Given that in many countries over the world, 

indirect taxes contribute more that 50% on total 

revenue collections, the study on indirect taxes in 

Rwanda should be conducted in order to assess its 

impact on tax revenue collections and advise Tax 

administration on how to improve it. Hence, this 

study seeks to evaluate the contribution of indirect 

taxes on total tax revenue collections in Rwanda 

from 2005 up to 2020. Meaning 20 years after 

Genocide tragedy against Tutsi perpetrated in 1994. 

Over the years, it has been observed that the 

Rwanda tax system has inherent problems in its 

structure. Munezero (2020) opined that the 

Rwandan tax system is concentrated on Personal 

Income Tax (PIT) and Company Income Tax (CIT) 

while broad-based indirect taxes like the Value-

Added Tax (VAT) and Custom and Excise Duty (CED) 

are neglected. According to Byiers (2009) this 

neglect constitutes setbacks to Rwandan tax 
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collection revenue and weakens the effectiveness 

of the tax system. Thus, the tax system lacks the 

potential of diversifying the revenue portfolio of the 

country to safeguard against the volatility of lower 

tiers of government. Hence the need of the study to 

assess the contribution of indirect taxes on revenue 

collection in Rwanda. 

Research Hypotheses 

 Null hypothesis (H0): There is no significant 

contribution of Indirect taxes on tax revenue 

collections in Rwanda. 

 Alternative hypothesis (H1): There is significant 

contribution of Indirect taxes on tax revenue 

collection in Rwanda. 

LITERATURE REVIEW 

Expediency theory  

The expediency theory of taxation states that every 

tax revenue collection proposal must pass the test 

of practicability, which must be the only 

consideration when the county government is 

choosing a revenue collection proposal. Proposition 

is that the economic and social objectives of the 

government should be treated as irrelevant, since it 

is useless to have a tax which cannot be levied and 

collected efficiently. However, there are pressures 

from economic, social and political groups. Every 

group tries to protect and promote its own interests 

and county government is often forced to reshape 

tax structure to accommodate these pressures 

(Bhartia, 2009). 

n addition, the administrative set up may not be 

efficient to collect the tax at a reasonable cost of 

collection. Taxation provides a powerful set of 

policy tools to the authorities and should be 

effectively used for remedying economic and social 

ills of the society such as income inequalities, 

regional disparities, unemployment, cyclical 

fluctuations and so on (Bhatia, 2009). 

This study beckon on the expediency theory. This 

theory explains an economy's effectiveness and 

efficiency in tax collection instrument for enhanced 

economic growth. This theory further asserts that 

every tax proposal must pass the test of practicality. 

Anyanfo (1996) and Bhartia (2009) explained that 

the expediency theory is based on a link between 

tax liability and state activities. It assumes that the 

state should charge the members of the society for 

the services provided by it. This reasoning justifies 

the imposition of taxes for financing state activities 

by inferences, which provides a basis, for 

apportioning the tax burden between members of 

the society. Accordingly, a tax system should not be 

designed to serve individual members of society but 

should be used to cure the ills of society as a whole. 

This theory is appropriate for this study because it 

enable us to assess the extent to which indirect 

taxes have to enhance tax revenue collection in 

Rwanda.  

This theory asserts that every tax suggestion must 

go by the test of practicability. It must be the only 

consideration when the authorities are choosing a 

tax proposal. Economic and social objectives of the 

state should be treated as irrelevant. This 

proposition has a truth in it, since it is useless to 

have a tax which cannot be levied and collected 

efficiently. There are pressures from economic, 

social and political groups. Every group tries to 

promote and protect its own interests and 

authorities are often forced to reshape tax 

administration structure to accommodate these 

pressures. In addition, the administrative set up 

may not be efficient to collect the tax at a 

reasonable cost of collection. Taxation provides a 

powerful set of policy tools to the authorities and 

should be effectively used for remedying economic 

and social ills of the society such as income 

inequalities, regional disparities, unemployment, 

and cyclical fluctuations and so on. Theory on 

Taxation (TOT) should result from a balance of the 

forces (Bhartia, 2009). This theory was used to 

analyze the economic and social objectives of the 

state and also the effects of a tax system in 

Rwanda.  

Conceptual Framework 

Conceptual framework is a scheme of variables 

which the study operationalizes in order to achieve 
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the set objectives. A variable being the measurable 

characteristic that assumes different values among 

the subjects, independent variables are the ones 

that the study manipulates in order to determine 

their effects on another variable. Independent 

variable is the presumed cause of changes in the 

values of the dependent variable; the dependent 

variable is expected to be influenced by the 

independent variable. This is illustrated in figure 1 

below: The independent variable in this study is 

indirect taxes while dependent variable is tax 

revenue collections.   

 

      

 

 

 

Independent variable   Intervening Variables       Dependent variable 
Figure 1: Conceptual Framework 

Source: Researcher, 2021 

 

METHODOLOGY 

The study used descriptive research design and 

correlational research design. Descriptive research 

design was used to describe different types of 

indirect taxes such as Value Added Tax (VAT), Excise 

duty and Import duties. Also, the study used 

descriptive research design to describe the level of 

tax revenue collected in term of tax revenue 

performance by using either quantitative or 

qualitative method. The justification for the 

adoption of descriptive research design is based on 

its ability to generate the required data from the 

sampled employees of Rwanda Revenue Authority. 

The study also used correlational research design to 

establish the relationship between indirect taxes 

and tax revenue collections in Rwanda. The study 

used descriptive research design and correlational 

research design. Descriptive research design was 

used to describe different types of indirect taxes 

such as Value Added Tax (VAT), Excise duty and 

Import duties. Also, the study used descriptive 

research design to describe the level of tax revenue 

collected in term of tax revenue performance by 

using either quantitative or qualitative method. The 

justification for the adoption of descriptive research 

design is based on its ability to generate the 

required data from the sampled employees of 

Rwanda Revenue Authority. The study also used 

correlational research design to establish the 

relationship between indirect taxes and tax revenue 

collections in Rwanda. The target population for 

this study included employees of RRA at 

Headquarters and Customs Services Department. 

The population size was tax revenue data for 

sixteen years from year 2005 to 2020. The research 

covered a period of sixteen years from 2005 to 

2020. Convenience sampling method was used to 

select sixteen year period. This is assumed 

reasonable to assess the contribution of indirect 

taxes on revenue collection in Rwanda. This 

research relied on secondary data. The main source 

of secondary data that was relied on is the 

statistical bulletins by the RRA, World Bank and 

NISR. The statistical bulletins were used to assess 

the contribution of indirect taxes on revenue 

collection in Rwanda. Secondary data was collected 

from RRA reports, journals, World Bank reports, 

African Development Bank reports and internet 

library to provide data on Revenue collections. An 

introductory letter was obtained from INES-

Ruhengeri and it was presented to the 

Commissioner General of Rwanda Revenue 

Indirect Taxes 

 Value Added Tax (VAT) 
 Excise duty  
 Import duties 

 Government policy 
 Business culture 

Revenue collections 
 Tax revenue performance 
 Cost of tax collections 
 Tax compliance 
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Authority, where this study was based. Only 

information regarding to the contribution of 

indirect taxes on revenue collection in Rwanda. The 

statistical instruments that was used for research 

analysis was mainly descriptive and inferential 

statistics such as correlation analysis and multiple 

linear regression model was used to analyze the 

data. The data in this study was computed and 

analyzed using Statistics and Data (SPSS) which is 

software for data analysis. Descriptive statistics 

such as mean, frequency and standard deviation 

was used to assess indirect taxes collected by 

Rwanda revenue Authority and to analyze the level 

of tax revenue collection by Rwanda revenue 

Authority for the period of 2005 up to 2020. 

Correlation analysis was developed to measure the 

strength and closeness of the relationship between 

each independent variable to dependent variable 

which is the relationship between indirect taxes and 

tax revenue collection. This is calculated in order to 

quantify the relationship between indirect taxes 

and tax revenue collection in Rwanda. Inferential 

analyses was used to make references from the 

data to more general conditions while descriptive 

statistics was used to simply describe what’s going 

on in the data. The research model estimated was a 

general regression model. Multiple regression 

analysis was used to establish the influencing of 

indirect taxes such as Value Added Tax (VAT), Excise 

duty and Import duties as predictors on tax revenue 

collections by Rwanda Revenue Authority 

dependent variable.  

RESULTS AND DISCUSSIONS 

The study assumed that there is no significant 

contribution of Indirect taxes on tax revenue 

collections in Rwanda. The conceptual framework 

was used to guide the study and five relevant 

hypotheses were therefore set and tested at 95 

percent confidence level (level of significance).  

Table 1: Overall descriptive statistics  

STATISTICS VAT ED ID % of contribution in 
Total Tax Revenue 

Mean 2.77E+11 3.79E+11 5.704463 0.497188 

Median 2.97E+11 3.65E+11 6.474458 0.492500 
Maximum 5.34E+11 7.06E+11 10.44200 0.534000 
Minimum 6.59E+10 1.19E+11 -1.583065 0.452000 

Std. Dev. 1.48E+11 1.83E+11 3.352473 0.027223 
Skewness 0.013802 0.145296 -0.618099 -0.018607 
Kurtosis 1.773532 1.725401 2.624310 1.666772 

     
Jarque-Bera 1.003324 1.139365 1.112885 1.185922 
Probability 0.605524 0.565705 0.573245 0.552688 

     
Sum 4.44E+12 6.06E+12 91.27141 7.955000 

Sum Sq. Dev. 3.29E+23 5.01E+23 168.5861 0.011116 
     

Observations 16 16 16 16 

Source: Output from EViews 7 

Note: VAT= value-added tax, ED= Excise duties, ID= Import duties.  
 

Table 1 showed the average mean for VAT, ED, ID, 

and percentage of contribution in Total Tax 

Revenue as 2.77, 3.79, 5.71, and 0.49 respectively. 

It also revealed a standard deviation of 1.48, 1.83, 

3.35, and 0.03 for VAT, ED, ID, and percentage of 

contribution in Total Tax Revenue respectively.  

In the test of normality, VAT and ED revealed a 

normal skewness (0.01 and 0.15) with a distribution 

that is mesokurtic, and normal (1.77; 1.72). While ID 
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and percentage of contribution in Total Tax 

Revenue showed a negative skewness (-0.62; -0.02) 

with a distribution that mesokurtic and normal 

(2.62; 1.67). The table further revealed a Jarque-

Bera probability that is not significant i.e. ≥0.05 for 

all the variables. The study therefore, reveals that 

there is a significant contribution of Indirect taxes 

on tax revenue collections in Rwanda as the p-value 

was 0.005. 

Multiple Linear Regression Analysis 

An overall regression analysis was conducted 

between all the independent variables Value Added 

Tax, Exercise duty and Import duty on the 

dependent variable that was tax revenue collection.  

When dealing with more than two independent 

variables, multiple regression analysis is used 

because it attempts to determine whether a group 

of variables together predicts a given dependent 

variable (Mugenda & Mugenda, 2013). Therefore, in 

this study, multiple regressions were done since the 

study had three independent variables. In 

understanding the result of multiple regression 

analysis, the R squared was used to check how well 

the model fitted the data. The coefficient of 

determination, R2 was used in this study as a useful 

tool because it gives the proportion of the variance 

of one variable that is predictable from the other 

variable. It was a measure that allowed one to 

determine how certain it can be in making 

predictions from a certain model. The coefficient of 

determination is the ratio of the explained variation 

to the total variation. The coefficient of 

determination is such that 0<r2< 1, and denotes the 

strength of the linear association between x and y. 

Table 2 shows the R squared for the overall model. 

Table 2: Overall Model Fitness 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .722 0.522 0.515 0.37816 

Source: Secondary data, 2005 - 2020 
 

Results in Table 2 show that R-squared was 0.522, 

which means that Value Added Tax, Exercise duty 

and Import duty, explain 52.2% of the variations in 

the dependent variable that is tax revenue 

collection in Rwanda. The results for Analysis of 

Variance are shown in Table 3. 

Table 3: Overall Analysis of Variance (ANOVA) 

  Sum of Squares df Mean Square F Sig. 

Regression 41.201 3 10.300 72.029 .000 
Residual 37.752 48 0.143 

  Total 78.953 51 
   Source: Secondary data, 2005 - 2020 

 

The results in Table 3 indicated that the overall 

model was statistically significant. Further, the 

results imply that the Value Added Tax, Exercise 

duty and Import duty are good predictors of 

strategic implementation. This was supported by an 

F statistic of 72,029 and the reported p value 

(0.000) which was less than the conventional 

probability of 0.05 significance level. The results on 

regression of coefficients are shown in Table 4. 

Table 4: Multiple Regression of Coefficients 

  Unstandardized Coefficients Standardized Coefficients 
 Variable B Std. Error Beta t Sig. 

(Constant) 0.685 0.228 
 

3.009 0.003 
Value Added Tax 0.113 0.054 0.105 2.103 0.036 
Exercise duty 0.395 0.059 0.358 6.740 0.000 
Import duty 0.433 0.058 0.477 7.441 0.000 

Dependent Variable: Tax revenue collection     
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The regression modes was; Y = 0.685+ 0.113X1 

+0.395X2+ 0.433X3 

Regression coefficients in Table 4 revealed that 

there was a positive and significant relationship 

between Value Added Tax and employee Tax 

revenue collection (r=0.113, p=0.036). This was 

supported by a calculated t-statistic of 2.103 that is 

larger than the critical t-statistic of 1.96. Further, 

the results revealed that there was a positive and 

significant relationship between Exercise duty and 

Tax revenue collection (r=0.395, p=0.000). This was 

supported by a calculated t-statistic of 3.515 that is 

larger than the critical t-statistic of 1.96. Lastly, 

there was a positive and significant relationship 

between Import duty and Tax revenue collection 

(r=0.433, p=0.000). This was supported by a 

calculated t-statistic of 7.441 that is larger than the 

critical t-statistic of 1.96. 

CONCLUSION AND RECOMMENDATIONS 

Various techniques of data analysis were employed, 

namely: descriptive statistics, multi-segment 

regressions and non-linear regression. The results 

show that: This implies that that the three indirect 

taxes responded positively thus contributing to tax 

revenue collection. From the findings concludes 

that is a strong relationship between indirect taxes 

(Value Added Tax, Exercise duty and Import duty) 

on tax revenue collection in Rwanda. The study 

found that there was a positive association 

between Value Added Tax, Exercise duty and Import 

duty on tax revenue collection.  

On overall the relationship between the indirect tax 

sources and economic growth was found to be 

significant. Against the above result, we 

recommended among others that the number of 

goods on the VAT list should be increased and the 

burden of custom duties should be lessened on 

infant industries, all aimed at boosting indirect tax 

revenue accruing to Rwanda and ultimately 

stimulating tax revenue collection. 

The following recommendations were made in 

respect to the findings of the study.  

 The government should put in place mechanism 

to close up the loopholes in the VAT collection 

system as its effect is significant.  

 Companies remittance of VAT revenue should 

be addressed by the government to ensure full 

compliance hence an increased tax revenue 

collections 

 The government should ensure that VAT and 

Exercise Duty practices encourage international 

business participation and investment to boost 

the tax collection revenue of Rwanda.  

 Government of Rwanda should emphasize on 

the rule of law in curbing corruption inherent in 

our tax system. Besides there is urgent need to 

put in place measures to effectively and 

efficiently collect all forms of indirect tax 

revenue to enhance economic development 

and growth in the country. 
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