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ABSTRACT ARTICLE HISTORY
The paper proposes a novel framework for digitalising tax revenue for the Received 6 June 2024
Zimbabwe’s informal economic sphere. The study addresses the pressing chalelnge of ~ Revised 29 August 2024
informal economy taxation, indetifying the absence of a modern (or contemporary)  Accepted 20 September 2024
tax framework as a critical catalyst for this study. The purpose of the study was to to
devise an innvovative framework tailored to improve tax revenue collection efficiency 7i T
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treasury. Based on the results, the study developed a comprehensive contempoary
framework designed specifically for tax revenue collection from the informal economic ~ SUBJECTS
sphere in Zimbabwe. The study, therefore, advocates for the adoption of the pro-  Business, Management and

R . g . Accounting; Finance;

posed framework to streamline tax collection processes within the informal economy, Economics
thereby bolstering economic growth and inclusivity.
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The study aims to tackle the challenges of tax revenue generation in the informal
sector by developing a digital framework to enhance efficiency, transparency, and
compliance. By facilitating easier registration and compliance for informal busi-
nesses, the study seeks to boost national revenue, promote economic growth,
improve governance, and empower local tax authorities, ultimately transforming
Zimbabwe's tax landscape.

1. Introduction

The informal economy worldwide is escalating, and recent research indicates that the informal sector in
Zimbabwe has not only persisted but has grown, dominating in both output and employment
(Zimbabwe National Statistics Agency, 2023, 2024). Based on the findings of World Economics (2024)
and Zimbabwe Revenue Authority (ZIMRA) (2023), Zimbabwe's is highly informalised, with more than
64.1% of econoic activities are controlled by this economic sphere, representing an estimated $73 billion
at GDP levels. Regardless of the fact that the informal economy in Zimbabwe is large, it contributes
abysmally to tax revenue inflows (Kupangwa et al., 2024).

In their investigation of informal sector taxation, Vingirayi et al. (2020) and Pitoyo et al. (2020) found that
there is low tax revenue inflow from the informal economy despite its perceived revenue-generating capabil-
ities. This shows that the revenue from the informal economy is totally unexploited. The tax instrument (the
Presumptive Tax Act) has failed to achieve its goal of revenue generation from the thriving informal econ-
omy (Manhimanzi et al., 2022). Moyo (2022) and Mpofu (2021) argue that the tax inflow from this economic
sphere is very marginal, and the bulk of the potential taxpayers in the informal economy remain untaxed.
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ZIMRA reports that revenue inflow from the informal economy is less than 0.5% of the revenue generated
by this sector (ZIMRA, 2022) and the government reported budget deficits in “2013...2023" (Makoni &
Chikanda, 2023; ZIMRA, 2023) due to the informalisation of the economy. This figure symbolises the lowest
contribution of the presumptive tax head to revenue generated from taxes (Nyamukapa, 2023). Recently,
poor revenue collections from the formal economy (as many companies in Zimbabwe have closed or are at
the brink of collapse) (Karombo, 2018; Mhlanga, 2018; Ncube, 2018) have compelled the government to
resort to the taxation of the informal economy, but the big challenge is that the government seems reluc-
tant to embrace technology for the taxation of this economic sector (Mabwe & Mugozhi, 2018).

Recently, the Zimbabwe Revenue Authority (ZIMRA) Board chair acknowledged that increased use of
plastic or digital money in Zimbabwe has contributed to the improved revenue performance (ZIMRA,
2018). In 2016, Zimbabwe's payment system was fully digitalised, and about 90% of transactions were
made using plastic money (United Nations, 2020), and it is expected that more will be collected from
the informal economy. However, Sikwila et al. (2016) ascertained that Zimbabwe is woefully losing
potential revenue for fiscal development in untaxed revenue.

Notwithstanding the fact that Zimbabwe has adopted the use of virtual money for more than five years,
there are still doubts as to whether the current government will ever grab the golden opportunity — a cashless
society - to bring the informal economy into the tax net. The feasibility of collecting tax revenue from the infor-
mal economy is still unclear (Ligomeka, 2019) in Zimbabwe. The continued losses of potential tax revenue from
the informal sector in Zimbabwe seem to cast doubts on the ability of digitalisation to alleviate unreported tax
bases, as was widely acknowledged in the academic literature by several scholars (OECD, 2018). ZIMRA (2018)
acknowledges that the advantages of a digitalised economy have not been fully capitalised, and there is no
modern system in place to obtain data from taxpayers - however, a pilot project was being launched in June
2018, and its effectiveness is not yet established. The debate surrounding a digitalised economy is still on, with
many researchers pointing out that it will reduce tax evasion and the informal economy.

However, it should be noted that the digitalisation of the economy is generating some disruptive effects,
such as the increase in tax evasion, and some governments in developed countries have set up mechanisms
in place to fight cybercrime. It is not clear in the literature that the adoption of a cashless payment system
will eliminate tax evasion or reduce the informal economy in Zimbabwe. Currently, in Zimbabwe, there is no
tax framework to fit into the digitalised economy, which is able to extract secreted knowledge from the
informal economy and measure actual income generated. This view was also shared by ZimStat (2024), who
observed that the informal economy employs the bulk of the workforce, yet there is currently no tax frame-
work to collect income tax from the informal economy in a digitalised Zimbabwe. The absence of such a
framework results in constant budget deficits and tax revenue losses. Thus, the research problem of this
study is: A formal digitalised framework for the collection of tax revenue from the informal economic sector in
Zimbabwe does not exist. The purpose of the study is therefore, to develop a digitalised framework for the col-
lection of tax revenue from the informal economic sector in Zimbabwe.

This study enriches scholarship lietrature by proposing a tailored approach to leverage technologies
for the collection of tax reveneue from the informal economy. It also, provides pocicymakers and tax
administrators with practical (or actionable) recommendations (or strategies) to enhace tax reveneue col-
lection efficiency while bolstering economic inclusivity. Further, it contributes to a compehensive under-
standing of effective tax policy interventions designed for informal sector in the prsent day contexts.
This study bridges theoretical isnights with practical impliactions, providing a timely guide for resolving
endemic challenges specific to informal economies in developing contexts like Zimbabwe. This paper is
structured as follows: Section 2 provide review of related literature. Section 3 discusses the methods
adopted in this study while Section 4 presnts and discuss the findings of this study. Lastly, Section 5
provides the conclusion and recommendations.

2. Review of related literature
2.1. Presumptive tax system

Research shows that taxation is the only effective method in the domestic resource mobilisation globally
(Adefolake & Omodero, 2022). The tax literature shows that in the past, tax authorities were collecting
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taxes from the formal economy, thus, neglecting the informal economy (Mpofu & Mususa, 2019). The
informal economy was perceived as a hard-to-tax sector. As a result, they remain outside the purview of
tax laws (Orkaido et al., 2024). The term “hard to tax” describes the non-registered taxpayers, who nor-
mally transact on a cash basis, evade taxes as well as not keeping accounting records (Okunogbe &
Santoro, 2023). However, Abate (2019), Ligomeka (2019), point out, the taxation of the informal economy
is a daunting task due to lack of statistical databases of the informal economy, absence of recording
keeping, lack of principal permanent residence and costs and benefits associated with collection of tax
from the informal economy.

In light of the above facts, tax authorities do not collect tax from the informal economy through the
convectional form of taxation in spite of high income in this economic segment (Waiswa et al., 2021). EY
(2018) suggests that tax revenue from the informal economy can be collected through various ways: (i)
by extending income taxes and PAYE, (ii) application of indirect taxes (VAT) and presumptive tax.
Empirical evidence suggests that a presumptive tax system or “simplified tax regimes “(Mas-Montserrat
et al, 2023, p. 6) could be the most effective way of collecting tax revenue from the growing informal
economy (Ampaabeng, 2018). Many authors suggested that presumptive tax regime is more entrenched
in several tax systems worldwide (Abate, 2019; Bucci, 2019) as a tool of addressing the budget deficits
(Boru, 2019; Eissa et al., 2017).

Practically, presumptive tax system addresses equity, fairness, administration, and compliance
costs related issues within the informal economy (Mpofu & Mususa, 2019; TRA, 2023) to increase tax
revenue (Action Aid, 2018; Mabwe & Mugozhi, 2018; Muchichwa, 2017) and is levied on a presumed
or estimated base to determine taxable income (OECD, 2023). It has become a popular tool applied
worldwide (Dube & Casale, 2017). Many scholars assert that presumptive tax is the most suitable
form of tax used for the taxation of the hard to tax and solve administrative inadequacies
(Getachew, 2019). Dube and Casale (2016) reaffirms that a presumptive tax system is generally a
“single tax” more applicable in developing countries with their large informal economies. Taxpayers
taxed under this system are not subject to the other direct and indirect taxes such as social security
and PAYE (Dube & Casale, 2016). Scores of researchers affirm that a presumptive tax system would
contribute to the formalisation of informal economy worldwide and reinforce long term future tax
compliance (Abate, 2019).

In studying the impact of presumptive tax regimes on total tax revenue, Danquah and Osei-Assibey
(2018) and Mabwe and Chimanga (2018) found that the tax regime generates statistically small amounts
of tax revenue. They support that the application of presumptive tax system seeks to encourage tax
compliance and instil voluntary tax compliance in future. Dube and Casale (2017) and Eissa et al. (2017)
argue that presumptive tax did not produce expected results because some tax authorities applied it
based on theoretical assumptions without conducting feasibility studies that provide credible historical
effects in terms of revenue capacity. Thus, Devereux et al. (2021) argue that the extant tax strategy in
this case presumptive tax is substantially flawed and there is need for massive tax reforms.

2.2. Digitalisation and taxation of informal economy

In a research review, Audrin (2019, p. 4) defines digitalisation as “the summary of the technological and
organizational changes that are centred on the creation, exchange, sharing and using of significant vol-
umes of data”. A more comprehensive definition provided in the literature defines digitalisation as:

“Digitalisation is the transformation of all sectors of our economy, government and society based on the large-
scale adoption of existing and emerging digital technologies” (OECD, 2020, p. 4).

Nonetheless, Martinez-Vazquez et al. (2023) view digitalisation as an ongoing use and adoption of a modern
software solution to transform a traditional business model into digital (virtual) and pave the way for new
revenue and value creation opportunities. The integration of online tax system and fiscal data applications
facilitate the data or information flow between tax authorities and the taxpayers (Smith & Brown, 2022).
Other empirical studies highlight that the integration of technological tools in the tax system enhance tax
transparency, tax fairness and tax revenue collection (Olatunji & Ayodee, 2017).
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Literature shows that many countries around the world embraced modern software solutions in com-
bating tax evasion and improving the quality of tax revenue collection (Dyson & Hodgson, 2016).
Scholars point out that several countries have adopted e-filing, accounting e-match, e-audit and e-assess
(Dyson & Hodgson, 2016). Based on the empirical evidence, the use of modern software solutions ena-
bles tax administration to improve the quality of tax reporting and reduction in tax non-compliance (EY,
2017; ACCA, 2015). Developed countries such as Germany, Australia, Estonia, China, Canada, and UK
have developed sophisticated software to facilitate the adoption of digital accounts (Meall, 2017). In
Austria, for instance, it is mandatory to issue receipts to all cash transactions via electronic registers. This
means that all business-related transactions are registered on e-cash registers, and instantly, tax author-
ities deduct from an e-account holder’s account (Okunogbe & Santoro, 2023).

Tax experts maintain that the integration of the e-accounting system of taxpayers with the online
accounts that taxpayers have with authorities will improve tax revenue levels and tax compliance
(Campbell & Hanschitz, 2018; Nguvava & Sangar, 2024). The direct interaction between informal tax-
payers and the tax authorities via e-applications would mean a cut in administration costs and bureau-
cratic processes, particularly in the collection and computation of their income taxes. The resultant
effects of the adoption of a digital tax system are improved tax revenue and a tax compliance culture
within the informal economy (UN, 2021; Timans, 2019). The integrated system sends a communication
to the government in real-time. This enables tax authorities to access the legality of that specific transac-
tion and then clears it before the actual transaction it covers proceed (Chand et al.,, 2020; Toyon, 2021).
This means that tax authorities are aware of the legality of each transaction before it is completed, and
they have the right to block the transaction whenever a suspicion or dispute arises regarding the tax
liability. Figure 1 below illustrate the conceptual framework for this study.

The taxation of the informal economy presents complex and intricate challenges as documented in the
literature (Mpofu, 2021, OECD, 2018). While existing studies recognise these challenges\, there remain a
critical; need to delineate specific gaps in the research landscape. Thus, this study aims to address these
identified gaps in the literature by elucidating the relationships and significance of key constructs or vari-
able integral to the development of digitalised tax framework for the informal sector taxation. Literature
highlights the significance of digitisation as a vehicle for transforming tax systems, with empirical evidence
revealing its impact on optimising tax revenue (Aditlya, 2020; Devereux et al., 2021), fostering voluntary tax
compliance (Nieuwenhuizen, 2019; Nyamukapa, 2023) and enhancing sustainable economic development
(Makoni & Chikanda, 2023) and stimulating the formalisation of informal sector economic activities (Smith
& Brown, 2022). Based on the above discussion, the following hypotheses are formulated:

H1: Digitalisation of tax framework has a significant impact on tax revenue optimisation
H2: Digitalisation of tax framework has a significant impact on voluntary tax compliance
H3: Digitalisation of tax framework has a significant impact on sustainable economic growth

H4: Digitalisation of tax framework has a significant impact on formalisation of the informal sector

Tax revenue optimisation

Voluntary tax compliance

Digitalised tax framework Sustainable growth

Formalisation of informal

sector

Figure 1. Conceptual framework.
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3. Research methodology

The aim of the study is to develop a digitalised framework for the collection of tax revenue from the
informal economic sector in Zimbabwe. This study used a mixed-methods approach to assess the
efficacy of a digital framework for collecting tax income from Zimbabwe’s informal economy, inte-
grating quantitative and qualitative research methodologies to provide a full understanding of the
topic. Data was collected in two stages: first, ten purposefully selected interviews were conducted
with key stakeholders, including Zimbabwe Revenue Authority (ZIMRA) officials, academics, and
informal economy participants, to gather their perspectives on the importance of digitalising tax col-
lection. Following that, a quantitative survey was conducted to validate and expand on the qualita-
tive results. This mixed-approaches approach, as stated by Timans et al. (2019), emphasises the
significance of doing qualitative research and thematic analysis before applying quantitative meth-
ods, so providing a nuanced understanding of the phenomenon. The use of mixed methods is justi-
fied by the need to combine detailed, context-specific insights with broader, generalizable data,
ensuring a robust evaluation of the digital framework’s efficacy in alignment with the high standards
of leading academic journals. Thereafter, the findings are then validated using survey or experiments
to provide broder statistical generalisations (Clark & Ivankova, 2016; lvankova et al., 2006). The initial
stage involves in-depth interviews using an interview giuide developed from reviewed literature. Ten
(10) interviews were conducted with purposively selected key participants from ZIMRA officials, aca-
demia and informal economy. The data collected through qualitative was analysed using thematic
analysis. This was done to understand the participants’ perceptions of the need to digitalised the
revenue collection from the informal economy in Zimbabwe.

Subsequently, the study employed quantitative research approach to confirm or refute the quali-
tative findings, thereby providing a robust basis for recommendations aimed at strengethening tax
compliance and economic inclusivity in developing countries’s informal economy. Furthermore, the
findings from literature review and in-depth interviews were used to develop a survey instrument.
Additionally, primary data were collected through survey or paper based questionnaires adminis-
tered to 40 respondents. To collect quantitative data, the study developed structured questionnaire
from literature consisting 43 items and was designed to capture data relating to both dependent
and independent variables. Furthermore, the developed questionnaire were pilot tested to 35
respondents who did not sebsquently participate in the main study. This was done to test realibility
and validity of research instrument. It was further given to to tax professor at the University of
Botswana to assess the apppropriatness of and relevance of research questions and comments on
areas of ambiguity to be addressed. The corrected and validated questionnaires were then adminis-
tered to 42 purposively selected repondents drawn from Zimbabwe Revenue Authority (ZIMRA),
Ministry of Finance and Economic Development (MoFED), government departments, informal sector
associations, civic society and Reserve Bank of Zimbabwe.

The data collected through quantitative data were analysed using Statistical Package for Social
Sciences (commonly referred to as SPSS). Secriptives and inferential statistical techniques were utilised
to test the hypotheses. Cronbach’s alpha was deployed to assess and test reliability of the questionnaire.
The researchers followed the thematic analysis process and repeated the process to refine the codes
(Braun & Clarke, 2022). The researchers obtained ethical clearance from the Research Ethics Committee
(Human) at the Neslon Mandela University. Verbal consent was obtained from participants instead of
written consent due to sensitivity of the study being conducted during a campaign period. Participants
were cautious about documentation due to concerns about privacy, potential repercussions and fear of
being victimised. Consequently, verbal consent was documented through audio recordings which serves
as a reliable record of participants’ agreements.

4. Presentation and discussion of findings

The reviewed literature highlights a gap in the presumptive tax framework. Development of the frame-
work in this study was guided by level
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4.1. Responses from the qualitative interviews

The impact of developing a digitalised tax framework on presumptive tax voluntary compliance was
identified through participants responses to the following interview questions:

“Can you outline your understanding of how tax reform intersects with digitalkisation, particliuraly in
modernising presumptive tax regime? How do you perceive digitalisation impacting the efficiency and

effcetiveness of tax collection?”

“In your opinion, what are the key challenges and opportunities associated with implementing presumptive
tax compliance in a digitalised environment? How might technology be leveraged to improve compliance

rates while minimising on taxpayers?

“cashless transcations are increasing becoming the norm in Zimbabwe. How do you forsee the role of
cashless in enehacing the performance of presumptive tax reveneu collection? What strategies would you
propose to encourage cashless transactions and imrpove revenue collection?”

How can digitalisation facilitate te formalisation of informal economic activities and what specific maeasures
would you advocate for to integrate informal economy into tax net? How might digital tools be utitilsed to
track and regulate informal sector activities more effectively in Zimbabwe?”

Table 1. Extracts from participants.

Emergent subthemes

Extracts from participants statements

Modernising presumptive tax regime

Tax revenue

Challenges and opportunities of modernising tax framework

Formalisation and presumptive tax voluntary compliance

“One it will be very easy to collect tax. The collection cost will be low.
The system should.be linked to a return form where you don't have
to employ anyone, you just actually link that form and complete
that form and thus how the government will be in a position to
tax the informal economy ... "

“Most Zimbabweans are using mobile money (Ecocash, Telecash,
OneMoney, Mycash) in their daily transactions. It is estimated that
Ecocash constitutes over 95% of daily transactions in
Zimbabwe ... "

“RBZ is fully behind the adoption of plastic money technology in the
economy and as RBZ Zimbabwe in the next few years should be a
cashless society and | think Zimbabwe will be the first cashless
country in Africa.”

“The cashless Zimbabwe has created a fertile ground for the collection

of tax revenue to combat the hard to tax and tax

evaders ... follow the IMTT examples and every person or business
is taxed on the revenue transaction and immediately collected by
the state”.

... ZIMRA is collecting tax revenue from the use of mobile platform
(IMTT) in 2018. The only problem is that the current mobile tax is
non-discriminatory ... "

“In 2020 ZIMRA collected annual net revenue from Intermediated
Money Transfer Tax a total of ZWS13 788 3945 651.27. This is a
considerable nominal growth rate of about 419.69%. The revenue
yield from the IMTT is increasing yearly hence the government
must support and invest in digital technologies to reap full benefits
of digitalisation. The government should completely do away with
cash and all the information will be captured and stored in the
central database.”

“it means more revenue since tax will be collected in real or near real
time”

“Digitalising the tax framework has its own challenges. These
unavoidable challenges include network security breaches, data
losses, identity thefts and other cyber criminality. This compels the
government to design strategies to mitigate these cyber threats.”

“Digitalised tax framework creates new opportunities and challenges.
It is important to carry out a feasibility study to establish these
unavoidable challenges. The common challenges include those
related to infrastructure (software and hardware), maintenance
and political will ... ."

“The mobile money platform is the most notable intervention which
gives tax authorities a platform to enforce compliance”.

“It will be easy to formalised informal economy”

“Reduction in tax noncompliance ... ”

“Increased in the level of presumptive tax voluntary compliance...”

“reduces corruption and other loopholes within the presumptive tax
framework ... "

Source: Authors’ own compilation (2024).
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The researchers investigated the perspectives of 10 participants from diverse backgrounds with the aim
of determining whether there is a nexus between digitalisation and formalisation of informal players in
Zimbabwe. The interview data were classified under the sub-themes presented in Table 1 below:

Most participants predicated an increase in tax revenue and high level of presumptive tax voluntary
tax compliance due to the deployment of digital technology in tax system (Table 1). This high level of
compliance and increase in tax revenue is propelled by real-time revenue collection and the elimination
of cash in the system. Almost all the participants’ comments on the impact of digitalisation of current
tax regime and use of cashless on long term compliance and informal economy showed that tax eva-
sion, corruption and any forms of tax fraud or crime will eventually be eliminated hence promotion of
formalisation of informal economic activities.

During document analysis, evidence was also gathered from OD1, which confirmed the government’s
commitment to digitalisation. The study found that ZW$139.8 billion has been allocated to support the
ICT infrastructural programme, and again ZW$2 billion was allocated to the Ministry of ICT, Postal and
Courier Services, and a further ZW$1.5 billion has been allocated to the Ministry of Information, Publicity
and Broadcasting Services to facilitate digitalisation of the economy. It was also noted during the docu-
mentary review that the President of Zimbabwe has acknowledged the value of ICT in curbing corrup-
tion and other revenue leakages avenues. However, the funds are insufficient to support national
digitalisation initiatives.

Based on the excerpts from participants, this study highlights the transformative potential of mobile
money and a cashless economy in enhancing tax collection efficiency, reducing costs, and broadening
the tax base. The widespread adoption of Ecocash and the Reserve Bank of Zimbabwe’'s (RBZ) support
for a cashless future are identified as critical facilitators in modernizing tax administration and increasing
revenue. The study provides substantial evidence of significant revenue growth from digital taxation and
improved compliance and corruption reduction. However, it also underscores the pressing need to
address cybersecurity challenges and invest in robust digital infrastructure to fully harness these bene-
fits. This analysis contributes to the broader discourse on digital tax systems, suggesting that while digit-
alization presents significant opportunities for enhancing tax governance, careful attention to strategic
safeguards is essential. Future research should explore the comparative impact of digital tax systems in
diverse contexts and develop comprehensive strategies for managing emerging cyber risks.

4.2. Insights fom the survey

A total of 40 properly filled responses were received within the prescribe timeframe. This shows a
response rate of 100%, implying that the majority of rspondents participated wholeheartedly in the data
collection process. 100 percent response rate was attained because of the nature of the survey instru-
ment- clear and unambiguity and consistent follow up of respondents.

Cronbach’s Alpha was used to measure consistency relaibility of the items or construct of the ques-
tionnaire. Table 2 shows the results of reliability testing conducted using SPSS. On voluntary tax compli-
ance, a Cronbach’s alpha value of 0.931 indicates a strong level of reliability. Similarly, a Cronbach’s
alpha value of 0.930 for sustaianble growth indicates very high consistency for the items measuring this
construct. This suggests that the items included in this construct are highly correlated with each other,
indicating a strong level of reliability in measuring sustainable growth. The Crocnbach’s alpha value of
0.912 for formalisation of the informal sector also indicates high internal consistency reliability. This
denotes that the items measuring formalisation of the informal sector are significantly strongly corre-
lated with each other, demonstrating a high level of reliability in measuring this construct. With a

Table 2. Reliability.

Scale Mean if Scale Variance if Corrected Item- Squared Multiple  Cronbach’s Alpha
Item Deleted Item Deleted Total Correlation Correlation if ltem Deleted
Voluntary tax Compliance 137.9000 1071.682 871 .900 931
Sustainable growth 137.2500 1066.808 .878 971 930
Formalisation of informal economy 136.8500 965.515 972 .986 912
Tax Revenue 138.2750 939.384 892 .984 933

Digitalisation of tax regime 162.4250 1366.661 .891 939 957




8 (&) E.MUNJEYI AND H. FOURIE

Cronbach’s alpha value of 0.933 for tax revenue, suggests that the items are highly correlated with each
other, indicating a strong level of reliability in measuring tax revenue. The Cronchbach’s alpha value of
0.957 for digitalisation of the tax regime indicates extremely high internal consistency reliability for items
measuring this construct.

Overall, based on these results, this study concludes that all constructs (Voluntary tax compliance, sus-
tainable growth, formalisation of the informal sector, tax revenue and digitalisation of the tax regime)
demonstrate very high levels of internal consistency reliability, indicating that the items within each con-
struct wffectively measure the inteded concept.

The estimated coefficient of 0.315, lower bound and upper bound of 0.245 and 0.380 respectively, p-
value of 0.001 and overall, based on the above analysis, this study can infer that the digitalization of tax
regime is associated with an increase in tax revenue, high level of voluntary tax compliance (reduction
in tax noncompliance), sustainable growth and development and formalization of informal sector activ-
ities. The finding aligns with the expectation that digitalization can improve transparency, efficiency, and
compliance in tax systems, thereby leading to higher revenue collection for the government (Table 3).
Additionally, this increased tax revenue can potentially contribute to sustainable development in the
country by providing resources for public services and infrastructure.

The findings from both in-depth interviews and surveys highlight optismisim among respondents
regarding the transformative potential of digitalising the tax framework in Zimbabwe. Qualitaive study
underscore a consensus among participants that digitlising tax framework and adoption of cashless poli-
cies are perceived as alternative methods to facilitate the formalization of informal sector, contrasting
with the existing tax regime- presumptive tax. On the other hand, the results from survey highlighted
empirical evidence and statistically significant effects of adopting digital technologies in the domain of
taxation on multiple fronts: promoting tax revenue generation, stimulating informal sector formalisation,
bolstering sustainable economic growth and increasing voluntary tax compliance behavior.

These findings underscore the benefits of tech-driven solutions to revolutionize informal sector tax-
ation policies, aligning with contemporary global trends towards sustainable economic inclusivity and
efficiency.

4.3. Proposed digitalised framework for the collection of tax revenue from the informal
economic sector

Having identified ambiguities and flaws within the presumptive tax legislation and the process involved,
this paper proposes a framework for digitalising tax revenue collection for the informal economic sphere
in Zimbabwe. The proposed framework focuses on an operational framework that can result in a high
level of tax compliance in Zimbabwe. The proposed tax system should be a "digital end-to-end system",
a digital tax system or simply a "just-in-time tax system”.

The framework in Figure 2 displays the private sector, public sector, financial institutions and their
employees. These institutions are registered for tax purposes and have unique digital tax identification
numbers (TINs) (primary keys).

The network service provider (NSP) symbolises the informal economy (unbanked sector) dimension
and is characterised by the use of mobile money and a mobile payment system (MMPS (electronic wal-
lets)) to make payments between platforms (users). The MMPS epitomises an alternative payment service
platform used by informal economy players who are unbanked and neglected by formal banking institu-
tions. The system (MMPS) allows people to credit and receive money on cell phones (mobile phones) as
well as transfer money to other service providers through the network service provider’'s Unstructured
Supplementary Service Data (USSD). It is important to note that the users of MMPSs are registered with

Table 3. Merged regression weights.

Predictor Outcome Estimate Lower Upper P Std Beta
Digitalisation of tax regime Voluntary Compliance 0.315 245 380 .001 315%F*
Digitalisation of tax regime Sustainable Growth 215 a4 291 .001 21 5%%K
Digitalisation of tax regime Formalisation of Informal Sector 0.195 130 262 .001 195%
Digitalisation of tax regime Tax revenue 0.261 190 325 .001 2617%%*

***Significance < .05.
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Figure 2. Proposed framework for digitalising tax revenue collection in the informal economic sphere.
Source: Authors’ formulation (2023).

the chosen network provider and are identifiable by a unique cell phone number (primary key) to gain
access to e-wallet and other MMPS services. This platform stores a digital financial record of all individ-
ual transactions (cash-in and cash-out) in an incorruptible manner.

The ZimSwitch platform (technology) represents a shared platform or national payment platform that
allows regulators to monitor all financial transactions and states of accounts (e-wallet or bank) from the
following stakeholders: network service providers, financial institutions, and the private and public sec-
tors. This platform is central and a gateway to all transactions from mobile money (all mobile network
providers) or formal banking systems (electronic fund transfers or internet banking) in one organisation
to e-wallet or formal accounts in another institution (or platform). The researcher believes that since
ZimSwitch is a funnel of all mobile money and internet-related transactions, there is an incorruptible
database for service providers, including network service providers and users of MMPSs.

The Zimra system is an integrated and interactive system that is largely dependent on the informa-
tion from various stakeholders presented in the framework. The arrows denote the interdependence and
interconnectivity of the stakeholders with each other with regard to financial transactions. Zimra
depends on the national payment system (ZimSwitch) to access informal economy operators’ financial
information, and informal economy operators depend on the ZimSwitch process to make payments.
ZimSwitch technologies offer interconnections between Zimra, financial institutions, the private sector,
the public sector and mobile trading. The MMPS can also be used by Zimra for tracking financial trans-
actions, identity management, compliance management, and revenue collection and fraud detection in
real time. The Zimra system is considered to be distinct and constantly interacting with the ZimSwitch
platform and other stakeholder databases; thus, all the revenue leakages are likely closed.

A centralised database (data silos) developed by Zimra is linked to the ZimSwitch platform, and struc-
tured query language (SQL) is used to communicate and interact with stakeholder databases as well as
e-account holders (subscribers). Zimra will access all stakeholders’ databases using an artificial search
module (technological solutions) to view and determine tax payables or refunds. Under each payment
platform (banking or mobile platform), algorithms trained from historical data are used to validate trans-
actions and identify proactively invalid or dubious transactions before they occur, thereby activating the
red flag indicators of revenue services. The framework incorporates intelligent search modules (super-
vised and unsupervised machine learning algorithms) and related tools, software, and applications to
gather individuals’ financial data from digital financial records to compute individuals’ tax payable with-
out requesting documentation, hence significantly reducing tax revenue loss due to its ability to detect
and alert tax authorities.

Supervised algorithms curtail nontax compliance using previously learned techniques from historical
data; for instance, in tax fraud detection, machine learning algorithms detect tax noncompliance by
comparing incoming transactions with previous transactions to check for any variation. On the other
hand, unsupervised machine learning algorithms use advanced analytical and predictive analysis to
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detect fraudulent transactions on an incoming basis in real real time. Any irregularity in behaviour is
flagged and reported instantaneously to Zimra, and a further investigation is suggested.

The results of the transactions from each pillar of the framework will be reported in real time to
Zimra. The information will be used to retrain and update the framework based on newly available data.
Any suspicious transaction is flagged, blocked, or rejected awaiting human reviews to either authenticate
or reject the transaction.

5. Discussion

Based on the findings of the regression analysis, the study finds that digitalisation of tax regime has a
positive and statistically significant effect on long term presumptive tax voluntary compliance, tax rev-
enue, formalisation of informal economy and sustainable growth in Zimbabwe.

This finding is consistent with a study conducted by ... which found that the use of cashless had a
significant and positive effect on tax compliance. Moreso, the use of cashless or online banking system
leaves an audit trail which increase detection and auditability. Prior research by ... .supports this finding,
as they suggest that the increasing use of e-payment and elimination of cash in the economy contribute
to improving in tax revenue and ultimately tax compliance. Digitalisation of the tax system can produce
a range of possible outcomes, from reduction in tax evasion and other forms of tax noncompliance to
increase in tax revenue to formalisation of informal economy. This findings aligns with the previous
study by ... which demonstrated that the increase use of digital technology in the economy will result in
a significant reduction in tax noncompliance due to real time revenue collection.

Research evidence suggests that the use of digital technology can significantly contributes to sustain-
able growth and development. The increase in tax revenue means that the government may venture
into sustainable investment which will transform the economy and lives of the people and earadicate
poverty and meeting of some sustainable developmental goals (SDGs) such as poverty eradication and
equality. Prior studies by ... emphasised the contribution of technology in promoting equality and sus-
tainable development in a country such as Zimbabwe and closure of revenue leakages.

5.1. Conclusions and recommendations

Based on the research findings above, the paper contends that there is currently no modern tax frame-
work available in Zimbabwe that can extract secreted knowledge from the informal economy and meas-
ure actual income generated. Thus, the developed framework would be beneficial because it will
improve tax compliance challenges and tax revenue. The findings indicate that phasing out cash from
the economy and linking the e-payment system to a Zimra application that computes, monitors, collects,
and reports taxes in real time is the solution to the taxation of the informal economy.

This paper was unable to test and validate the framework technically; therefore, future studies could
test the feasibility and impact of the framework on revenue collection from the informal economy. The
study recommends that the framework developed and proposed undergo rigorous testing by both tax
practitioners and economists before its implementation with the aim of uncovering defects, refining,
and enhancing the proposed digitalised framework. An operationalised tax system is valuable to Zimra,
lawmakers and the citizens of Zimbabwe at large because effective domestic revenue mobilisation is
likely to yield improved essential services and close the tax gap. It is expected that the framework will
be available for adoption by other developing countries globally that experience informal economy tax-
ation challenges. Notably, the application of digital tools in the tax framework requires political will, sup-
port, and transparency. For that reason, the Government of Zimbabwe should commit itself to investing
in digital infrastructure to fully enjoy the benefits of digitalisation
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