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ABSTRACT

The study examined the factors affecting new firm entry in tourism industry in Arusha Region. The study adopted the five forces model. Quantitative research approach was used. The study used closed ended questionnaires to collect data from 68 respondents. Data were analyzed through descriptive statistics such as mean and standard deviation. Findings revealed that concentration of group of buyers, undifferentiated alternative supplies, few switching exist and low profit earned were the factors affecting new firm entry in tourism industry. Findings further revealed that cost of items from supplies, presence of many buyers, suppliers’ threat to integrate into new industry and squeeze industry profit were the factors affecting new firm entry in tourism industry. This implies that new firms were facing various challenges. The study concluded that the concentration of group of buyers, undifferentiated alternative supplies, few switching exist and low profit earned were the factors affecting new firm entry in tourism industry in Arusha Region. It was concluded that the rivalry among competitors affected the new firm entry in tourism industry in Arusha Region. From the findings of this study, the following recommendations were made; It is recommended that the government should review the existing polices for the new firm entry in tourism industry so as to reduce the complications. It is recommended that new firm should have adequate capital before interring the tourism industry so as to be able to compete with competitors. The study recommends that for the new firm to enter in tourism industry they need to collaborate so as to compete with the competitors.
Keywords: Factors Affecting New Firm Entry in Tourism Industry in Tanzania
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CHAPTER ONE

 INTRODUCTION
1.1 Background of the Study

Tourism today is a leisure activity of the masses. People today travel to international destinations to break the regular monotony of life. They are mainly attracted by either the scenic beauty of its nature or by fascinating leisure, sports and adventure activities offered by the destination (Bhatia, 2013). Tourism is seen as one of many tools that can contribute to the achievement of the Millennium Development Goals (MDG’s). The strength of tourism is that it can help to improve livelihoods by alleviating poverty, improve environmental sustainability, and contribute to national development at large (Maliva, 2016). According to Shariffand  (2016), tourism small and medium-sized enterprises (SMEs) currently emerge as one of the world’s major enterprises with significant changes in its structure and operation. Brouder and Eriksson (2013) in their study on staying power: influences of micro-firm survival in tourism industry indicated that the issue of capital is one of the major concerns for the new firm entry in tourism sector. Those small firms with no capital tend not to compete hence they no longer survive. The firm’s ability to generate profits, higher earnings, and employ greater number of individuals have been recognized as key measures of performance and important indicators of success.
Worldwide much have been investigated on new firms in tourism industry. For instance, a study by Bruno, Bytchkova and Estrin (2013) on institutional determinants of new firm entry found that entry rates in Russia tourism industry are explained by natural entry rates and the institutional environment. Industries that are characterized by low entry barriers in developed market economies are found to have lower entry rates in regions subject to greater political fluidity. The study also revealed that higher levels of political fluidity and democracy increase relative entry rates for small-sized firms but reduce them for medium-sized or large ones. In Malaysia, a study done by Shariff and Abidin (2016) indicated that tourism industry in Malaysia has become the second major contributor to the nation’s Gross Domestic Product (GDP) and is now one of the fastest growing sectors in the Malaysian economy with a major contributor to foreign exchange earnings in the country. However, the study reported that, it is difficult for new firms to be registered in the tourism industry because of the complicated government policies and procedures.
In Africa also various studies have been conducted on tourist industry. A study by  Obinna (2016) indicated that  the policies of tourism in Nigeria has have several challenges because the person managing the affairs of tourism in Nigeria has nothing to do with tourism and in real occasion is just an investor or a  walk in person through politics. The Nigeria Tourism Development Cooperation (NTDC) has those that read Geography, Sociology and Anthropology, Public Administration or any others thus the policy making body is not aware of tourism hence hindering the new firms and those in operation to prosper. Similarly, Brophy (2018) conducted a study in South Africa and realized that despite of many advantages of tourism in the national economy and livelihood of the people, government policies are not friendly to the new firms. 
Kaose (2014) conducted a study in Kenya on challenges and response strategies of tour firms in Kenya to government regulations in the tourism industry and identified that the government regulations to be licensing regulations, tourist vehicle regulations, boating activities regulations, and environmental regulations were key challenges facing the tourist companies in Kenya. The study further indicated that the same factors were threat to the new firm in the industry especially to those with little capita. Furthermore, a report by UN (2014) indicated that Rwanda is still lagging behind in tourist industry because of their oldest sustainable tourism development master plan. This hinders the development of the industry and welcoming the new firms in the industry. In Uganda, a study by Ayikoru (2015) on destination competitiveness challenges indicated that policies related to tourism companies and capital are the major challenges facing the new entry in Tourism industry in Uganda, the same factors make some of the operating tourist firms to quit the business.
In Tanzania, several studies have been done on the tourism industry. For instance, Mohamed (2016) investigated on the roles of tourism industry in socio-economic development of Zanzibar nominated the issues like lack of financial capital as major barriers to the new firm entry in tourism industry. Moreover, it has been evidenced that, the tourism business environment sometimes does not favor small industries thus those with limited capital have little chance of joining the industry. 
Kazuzuru (2014) in his study on history, performance and challenges of tourism industry in Tanzania indicated that tourism makes big contribution to Tanzania, by generating foreign exchange through tourism exports, by improving the general productivity of the country, both directly and indirectly, and by creating employment both directly and indirectly.

Furthermore, Lwoga (2013) in his study on tourism development in Tanzania before and after independence pointed out those policies are crucial factors affecting tourism development, particularly the registration of the new firm. The study provided recommendations to the government and tourism policy makers to create a better future for tourism sustainability in the country. Using the theory of porter’s five forces this study seeks to examine factors affecting new firm entry in tourism industry in Arusha region. The theory states that the number and power of a company's competitive rivals, potential new market entrants, suppliers, customers, and substitute products influence a company's profitability.
1.2 Statement of the Problem

Tourism is known to have significant contribution toward the Gross Domestic Product (GDP) in Tanzania. The industry plays a key role in attainment of the ultimate success of vision 2025. Maliva (2016) argues that the benefits of tourism in Tanzania are both direct and indirect in terms of cash brought by tourists and the employment in provides for the local people strength of tourism is that it can help to improve livelihoods by alleviating poverty, improve environmental sustainability, and contribute to national development at large. Similarly, Mohamed (2016) confirmed that since the 1990s, tourism has become the fastest growing industry in Tanzania. Tourism is also considered an important industry for reducing poverty and tourism is also Tanzania’s second largest foreign exchange earner (Bakari, 2015). IPP Media (2017) reported that the Tanzania Tourism Board (TTB) plays an important role of making sure that the industry grows. TTB has strived to market Tanzania tourist attractions all over the world.
Various studies have been done in tourism industry but most of them relied on the challenges facing the industry (Kazuzuru (2014). Others have focused on the contribution of tourism in environmental conservation and the contribution of tourism in the socio-economic development of the local community and nation at large (Mohamed (2016) and Maliwa (2016). In all the reviewed literatures in Tanzania, such as (Kazuzuru (2014), Mohamed (2016), Lwoga (2013), Bakari, 2015) and Maliva (2016).To the researcher’s best knowledge, no study had examined the factors affecting new firm entry in tourism industry which brings a gap in literature. Also a report by Integrated Strategic Action Plan (2019) indicted that there have been decreasing number of applying tourist firms both in Tanzania Mainland and Zanzibar with unknown reasons. This situation may result to the deterioration of the industry and affect the GDP of the country. Therefore, to fill the gap in literature and discovering the unknown reasons as reported by Integrated Strategic Action Plan, this study examined factors affecting new firm entry in tourism industry in Tanzania with special focus on Arusha region.

1.3   
Objectives of the Study

1.3.1   General Objective

The general objective of this study was to examine the factors affecting new firm entry in tourism industry in Arusha Region.
1.3.2   Specific Objectives

This study had the following specific objectives:
(i) To examine how bargaining power of buyers influences new firm entry in tourism industry in Arusha Region.
(ii) To assess the role of bargaining power of suppliers on new firm entry in tourism industry in Arusha Region.
(iii) To determine the effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region.
(iv) To examine the role of substitute products on new firm entry in tourism industry in Arusha Region.
(v) To find out the role of entry barriers on entry to tourism industry in Arusha Region.
1.4   
Research Questions

This study was guided by the following questions;

(i) How bargaining power of buyers influence new firm entry in tourism industry in Arusha Region?

(ii) What is the role of bargaining power of suppliers on new firm entry in tourism industry in Arusha Region?

(iii) What are the effects of rivalry among competitors on new firm entry in tourism industry in Arusha Region?

(iv) What is the role of substitute products on new firm entry in tourism industry in Arusha Region?

(v) What is the role of entry barriers on entry to tourism industry in Arusha Region?
1.5   
Scope of Study

The study examined the factors affecting new firm entry in tourism industry in Arusha Region. The study purposely examined the effect of social perception on the new firm entry in tourism industry in Arusha Region, the effect of legal regulations and policies on the new firm entry in tourism industry in Arusha Region and the effect of financial capital on the new firm entry in tourism industry in Arusha Region. Data for this study were collected from tourist firm applicants, Tanzania Tourist Board (TTB) officers and officers from the Ministry of tourism and natural resources in Arusha Region.
1.6   
Significance of the Study

The study will add knowledge on the area of tourism especially the new firm entry in the tourist industry. The study will be of importance to the tourist firm applicant and tour operators in the country as it will highlight the various ways in which to respond to regulations, policies and other legal issues that are imposed by the government. The study will bring valuable information to the Ministry of tourism and natural resources, government policy makers and decision makers to review their policies thus ensure the growth of the sector. These policies will eventually improve the economy of the country since tourism is a very important aspect of the economy constituting a big percentage of the GDP. The study will provide useful reference to future studies.

1.7   
Limitations of the Study

This study had the following limitations:
The researcher also was limited in getting the respondents on time because during the process of data collection respondents were busy with their daily activities. To solve this challenge, the researcher contacted the respondents and agreed on the suitable time for data collection. The study was limited to Arusha Region and the findings of this study was rather be limited to the tourist firm applicants, members from the existing firms, Ministry of tourism and natural resources officers and Tanzania Tourist Board (TTB) officers.
1.8   
Organization of the Study

This study comprise of five chapters. Chapter one unveils the problem, which informs the study and its context. It provides the justification for the study. Chapter two presents a review of relevant literature, conceptual framework, and research gap to the study. Chapter three describes the research methodology and procedures of data collection and analysis. Chapter four deals with presentation, analysis and discussion of research findings and lastly Chapter five consist of summary, conclusions and recommendations.

CHAPTER TWO

LITERATURE REVIEW

2.1
Chapter Overview 

This chapter involves identifying and critically reading various works related to the problem under investigation in this study. The chapters include; conceptual definitions, theoretical and empirical review, conceptual, theoretical framework and research gap.
2.2
Conceptual Definitions

2.2.1 
Tourism 

Tourism refers to all activity related to the short-term movement of people to locations away from where they usually reside. It is one of the world’s largest industries and the economies of many nations are driven, to a large extent, by their tourist trade. It is also a wide-ranging industry, which includes the hotel industry, the transport industry and a number of additional industries or sectors. Tourist industry is linked to movement to different locations, based not only on leisure, but also business and some additional travel motivators (Brouder and Eriksson, 2013). Tourism essentially refers to the activities undertaken by visitors, also known as the visitor economy. The tourism industry encompasses all activity that takes place within the visitor economy. This includes activities that are directly related to the tourist, such as staying in a hotel, ordering a meal or visiting a tourist attraction. It also includes indirect activities, such as the transport company which delivers the food to the restaurant in which the tourist eats or the laundry company that has a contract with the hotel for cleaning bed sheets (Stainton, 2020). In this study the Stainton’s definition is suitable in this study since it considers tourism as an industry

2.2.2 
New Firm Entry

New firm entry refers to the situation where a firm that was not in operation is registering to be among of the operating firms (De Sausmarez, 2013). In this study, new firm entry refers to the newly tourist companies that apply for registration so as to provide tourist services. According to Bednarska (2013), new firm entry refers to the legal registration of new firms starting business. In this study the definitions provided byboth De Sausmarez and Bednarska are suitable since they refers to the way a new firm enters the tourism industry.
2.3
Theoretical Literature

This part presents various theories that are related to the study.  In this study, porter’s five forces theory been presented. The five forces model was initially developed by M. Porter in 1979 to makes clear on the way how these five key competitive forces affect an industry. The model is an important tools used to determine the intensity of competition in an industry and its profitability level (Jurevicius, 2013). The five forces have been identified in Figure 2.1.
New entrants in an industry bring new capacity and the desire to gain market share. The seriousness of the threat depends on the barriers to enter a certain industry. The acuteness of barriers favors the existing players. The five forces provide a determination of the organization structure and how the entities compete in the entire industry. Those who are strong they are normally having no enough profit as expected. There is no doubt that an industry, which have minimal barriers to enter the industry, have few buyers and suppliers but many substitute products and competitors are looked as very competitive, therefore, has no attractions because of the low profit (Jurevicius, 2013).
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Figure 2.1: Porter's Five Forces Model
Source: Jurevicius (2013)

The theory is useful in this study since it has explicitly explained the challenges facing the new firm entry and reveals how powerful each of the five key forces is in a particular industry. For example, threat of new entrants, these forces explain the way it easy or difficulty to enter a certain industry. When an industry has profit, and when there are few barriers to enter the industry, rivalry intensifies immediately. Also if many organizations compete for the same market share, profits normally decrease. Therefore, it is important for existing industries to make sure they create many barriers to enter to limit new entrants. 
According to Porter (2008:19);

 Threat of new entrants is high when: low amount of capital is required to enter a market, existing companies can do little to retaliate, existing firms do not possess patents, trademarks or do not have established brand reputation, there is no government regulation, customer switching costs are low (it doesn’t cost a lot of money for a firm to switch to other industries), there is low customer loyalty, products are nearly identical, economies of scale can be easily achieved.

Porter (2008) argues that bargaining power of suppliers. Strong bargaining power allows suppliers to sell higher priced or low quality raw materials to their buyers. This directly affects the buying firms’ profits because it has to pay more for materials. Suppliers have strong bargaining power when: there are few suppliers but many buyers, suppliers are large and threaten to forward integrate, few substitute raw materials exist, suppliers hold scarce resources, cost of switching raw materials is especially high.
Another force is the bargaining power of buyers. It is true that buyers require lower price or sometimes higher product quality from industry producers when their bargaining power is strong. When discussing the lower price imply that lower revenues for the producer, at the same time higher quality products normally increases the cost of production. These entire contexts lead to decreases the profits for producers. Buyers shows the strong bargaining power if the buying in huge quantities access points to the final customer, few  buyers exist, switching costs to other supplier are low, they threaten to backward integrate, there are many substitutes and buyers are price very sensitive (Martin, 2019).

Another is the threat of substitutes. This particular force is normally threatening when the buyers easily finds substitute products with god prices or better quality and when buyers are able to switch from one product or service to another with a reduced cost. Rivalry among existing competitors is another force is the major determinant on how competitive and profitable an industry is. 
In competitive industry, firms need to make sure they compete aggressively for market share, which leads to low profits. Rivalry among competitors is intense when: there are many competitors, exit barriers are high, industry of growth is slow or sometimes negative, products are not differentiated and can be easily substituted, competitors are of equal size and low customer loyalty (Martin, 2019). Therefore, this theory is relevant since seeks to explore the factors affecting new firm entry in tourism industry.

2.4
Empirical Literature Review

This part involves identifying and critically reading various studies related to factors affecting new firm entry in tourism industry. Porter explains that there are five forces that determine industry attractiveness and long-run industry profitability. These five competitive forces are; The threat of entry of new competitors (new entrants), The threat of substitutes, The bargaining power of buyers, The bargaining power of suppliers and the degree of rivalry between existing competitors

2.4.1
How Bargaining Power of Buyers Influences New Firm Entry in Tourism Industry 

The bargaining power of buyers comprises one of Porter’s five forces that determine the intensity of in an industry. The others are barriers to entry, industry rivalry, the threat of substitutes and the bargaining power of suppliers. The power of an industry’s important buyer groups depends upon: characteristics related to its market situation and the relative importance of its purchases from the industry as compared with its overall business (Andriotis, 2004). 
The following conditions indicate that a buyer group is powerful: The buyer group is concentrated, or purchases large volumes relative to the seller’s sales, products purchased from the industry represent a significant percentage of the buyer’s costs or purchases, products purchased from the industry are standard or undifferentiated alternative suppliers are easy to find and competitors are played against each other, few switching costs exist (little penalty for moving to another supplier), profits earned are low (greater incentive to reduce purchasing costs), buyers pose a significant threat of backward integration buyers demand concessions, and may engage in tapered integration (producing some components in-house and purchasing the rest from outside suppliers), the industry’s product is not important to the quality of the buyer’s products or services and the buyer has full information (their knowledge of demand, market prices and supplier costs provides them with leverage (Altuntaş, et al, 2014).
Leisure is a sector that is growing rapidly, with the regular shows and events hosted regularly. Leisure is recognized as the essential factor, which contributes to the demand for the tourism and recreation (Harding, Rosenthal and Sirmans, 2003). Leisure is an important factor, which contributes to supply. It is therefore the anticipation of leisure, which is the operational demand factor, whereas the use of leisure is a factor of supply. The Leisure time is the fundamental resource that is input and consumed in the tourism, Leisure and Hospitality industry. 
The leisure/entertainment events have created employment for thousands of people in a diverse range of roles. This is a multidimensional sector which provides a variety of services in the areas that include the corporate events such as the product launches, press conferences, corporate meetings and the conferences, the marketing programs; road shows and the grand opening events such as special corporate hospitality events like the concerts, award ceremonies, film premieres, launch/release parties, the fashion shows, commercial events, private events such as the weddings and other parties. The industry also includes fields such as the exhibitions, conferences and the seminars as well as the live music and the sporting events (Altuntaş, et al, 2014).

2.4.2
The Role of Bargaining Power of Suppliers on New Firm Entry in Tourism Industry 

Xie (2007) assessed marketing analysis and business evaluation, marketing for a new firm and argues that suppliers are the businesses that supply materials & other products into the industry. The cost of items bought from suppliers (e.g. raw materials, components) can have a significant impact on a company's profitability. If suppliers have high bargaining power over a company, then in theory the company's industry is less attractive. 
The bargaining power of suppliers will be high when: There are many buyers and few dominant suppliers, there are undifferentiated, highly valued products, Suppliers threaten to integrate forward into the industry (e.g. brand manufacturers threatening to set up their own retail outlets), Buyers do not threaten to integrate backwards into supply, The industry is not a key customer group to the suppliers (Dobbs, 2014). 
The threat of new entrants, one of the forces in Porter’s Five Forces industry analysis framework, refers to the threat that new competitors pose to current players within an industry.  Dwyer, Forsyth and Dwyer (2020) in their work tourism economics and policy revealed that if a firm's suppliers have bargaining power they will have the following characteristics; exercise that power, sell their products at a higher price, squeeze industry profits and if the supplier forces up the price paid for inputs, profits will be reduced. It follows that the more powerful the customer (buyer), the lower the price that can be achieved by buying from them.
Porter (1998) found that new entrants to an industry can raise the level of competition, thereby reducing its attractiveness. The threat of new entrants largely depends on the barriers to entry. High entry barriers exist in some industries (e.g. shipbuilding) whereas other industries are very easy to enter (e.g. estate, agency, and restaurants). Key barriers to entry include; Economies of scale, Capital / investment requirements, Customer switching costs, Access to industry distribution channels. Suppliers find themselves in a powerful position when; there are only a few large suppliers, the resource they supply is scarce, the cost of switching to an alternative supplier is high, the product is easy to distinguish and loyal customers are reluctant to switch, the supplier can threaten to integrate vertically, the customer is small and unimportant and there are no or few substitute resources available.
2.4.3
The Effect of Rivalry among Competitors on New Firm Entry in Tourism Industry 

Kaose (2014) conducted a study in Kenya on challenges and response strategies of tour firms in Kenya to government regulations in the tourism industry and identified that the government regulations to be licensing regulations, tourist vehicle regulations, boating activities regulations, and environmental regulations were key challenges facing the tourist companies in Kenya. The study further indicated that the same factors were threat to the new firm in the industry especially to those with little capita. 
Furthermore, a report by UN (2014) indicated that Rwanda is still lagging behind in tourist industry because of their oldest sustainable tourism development master plan. This hinders the development of the industry and welcoming the new firms in the industry. In Uganda, a study by Ayikoru (2015) on destination competitiveness challenges indicated that policies related to tourism companies and capital are the major challenges facing the new entry in Tourism industry in Uganda, the same factors make some of the operating tourist firms to quit the business.
In their study, Lee, Kim and Park (2012) on the intensity of rivalry between competitors in an industry will depend on: the structure of competition - for example, rivalry is more intense where there are many small or equally sized competitors; rivalry is less when an industry has a clear market leader, the structure of industry costs - for example, industries with high fixed costs encourage competitors to fill unused capacity by price cutting, degree of differentiation - industries where products are commodities (e.g. steel, coal) have greater rivalry; industries where competitors can differentiate their products have less rivalry, switching costs - rivalry is reduced where buyers have high switching costs  such as there is a significant cost associated with the decision to buy a product from an alternative supplier, strategic objectives - when competitors are pursuing aggressive growth strategies, rivalry is more intense. Where competitors are "milking" profits in a mature industry, the degree of rivalry is less and exit barriers - when barriers to leaving an industry are high (e.g. the cost of closing down factories) then competitors tend to exhibit greater rivalry.
2.4.4
The Role of Substitute Products on New Firm Entry in Tourism Industry 

The presence of substitute products can lower industry attractiveness and profitability because they limit price levels. The threat of substitute products depends on: Buyers' willingness to substitute, the relative price and performance of substitutes and the costs of switching to substitutes. Kiboi (2017) examined the strategies adopted by tour firms in Kenya to deal with challenges faced in the tourism industry found that a substitute product can be regarded as something that meets the same need. Substitute products are produced in a different industry but crucially satisfy the same customer need. If there are many credible substitutes to a firm's product, they will limit the price that can be charged and will reduce industry profits. The extent of the threat depends upon; the extent to which the price and performance of the substitute can match the industry's product, the willingness of customers to switch, customer loyalty and switching costs and if there is a threat from a rival product the firm will have to improve the performance of their products by reducing costs and therefore prices and by differentiation (Dobrivojević, 2013).

2.4.5
The Role of Entry Barriers on Entry to Tourism Industry 

Tourism is one of the fastest-growing industries in the world, with annual growth rates reaching 10 %. The growth of the international tourism industry is driven by growing wealth and economic development. Tourism industry transformations occur through two major processes. First, existing firms within the industry innovate and develop their offerings to exploit new opportunities and better address the new market demands. Second, new firms start to exploit new opportunities within experience-based tourism and replace or supplement existing firms (Alsos and Clausen, 2014).
The threat of new entrants depends on the barriers to entry. The barriers refer to the existence of high costs or obstacles that can deter new competitors from entering the industry. Barriers to entry include: brand loyalty: Customers in the industry show a strong preference for the products and/or services of existing companies, cost advantages: Existing companies can easily produce and offer their products and/or services at a lower cost/price than that of new entrants, government regulations, capital requirement: A high fixed cost to enter into an industry, e.g., telecommunications, access to suppliers and distribution channels: Existing companies own exclusive rights to suppliers and distribution channels and retaliation: Existing companies may collude and deter new entrants.
Andriotis (2004) when revising Porter's five forces model for application in the travel and tourism industry indicated that high threat of new entrants when: low brand loyalty in the current industry, current brand names are not well-known, low initial capital investment required, access to suppliers and distribution channels is easy to obtain, weak government regulations, no threat of retaliation and proprietary technology is not required.
A study by Shah (2008) on an insight into Malaysia’s medical tourism industry from a new entrant perspective found that if new entrants move into an industry they will gain market share & rivalry will intensify. The position of existing firms is stronger if there are barriers to entering the market. If barriers to entry are low then the threat of new entrants will be high, and vice versa. Barriers to entry are, therefore, very important in determining the threat of new entrants. An industry can have one or more barriers. The common examples of successful barriers have been indicated in Figure 2.2.
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Investment cost

High cost will deter entry
High capital requirements might mean that only large
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Economies of scale available
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Lower unit costs make it difficult for smaller newcomers to
break into the market and compete effectively

Regulatory and legal Each restriction can act as a barrier to entry

restrictions E.g. patents provide the patent holder with protection, at
least in the short run
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(including branding)

customer loyalty and make it difficult for newcomers to gain
market share

Access to suppliers and
distribution channels

A lack of access will make it difficult for newcomers to enter
the market

Retaliation by established
products

E.g. the threat of price war will act to discourage new entrants
But note that competition law outlaws actions like predatory
pricing





Figure 2.2: Barrier to Entry
Source: Shah (2008)

2.5
Conceptual Framework

Camp (2001) defined conceptual framework as a structure, which the researcher believes can best explain the natural progression of the phenomenon to be studied. In this study, factors affecting such as Threat of Entry, bargaining power of buyers, Threat of substitutes, Rivalry among competitors and bargaining power of suppliers are independent variables while new entry is a dependent variable. This conceptual framework is based on the assumption that the more the factors like threat of entry, bargaining power of buyers, threat of substitutes, rivalry among competitors and bargaining power of suppliers are experienced, is the more new firm is affected. 

Figure 2.3: Conceptual Framework

2.6
Research Gap 

International and national literatures confirm that tourism is known to have significant contribution toward the Gross Domestic Product (GDP). Similarly, in Tanzania, the industry plays a key role in attainment of the ultimate success of vision 2025. Maliva (2016) argues that the benefits of tourism in Tanzania are both direct and indirect in terms of cash brought by tourists and the employment in provides for the local people strength of tourism is that it can help to improve livelihoods by alleviating poverty, improve environmental sustainability, and contribute to national development at large. Similarly, Mohamed (2016) confirmed that since the 1990s, tourism has become the fastest growing industry in Tanzania. Tourism is also considered an important industry for reducing poverty and tourism is also Tanzania’s second largest foreign exchange earner (Bakari, 2015).

Various studies have been done in tourism industry but most of them relied on the challenges facing the industry and the contribution of tourism in the socio-economic development of the nation. In all the reviewed literatures in Tanzania, no study had examined the factors affecting new firm entry in tourism industry. This brings a gap in literature on the factors affecting new firm entry in tourism industry. Also a report by Integrated Strategic Action Plan (2019) indicted the decrease in number of applying tourist firms both in Tanzania Mainland and Zanzibar with unknown reasons. This situation may result to the deterioration of the industry and affect the GDP in the country. Therefore, to fill the gap in literature and discovering the unknown reasons as reported by Integrated Strategic Action Plan, this study examined factors affecting new firm entry in tourism industry in Arusha Region.

CHAPTER THREE

RESEARCH METHODOLOGY
3.1    
Chapter Overview

This chapter provides the description of the research methodology which includes; research approach, description of the study area, sampling design and procedures, variables and measurement procedures, methods of data collection, data processing and analysis as well as ethical consideration. 
3.2    
Research Philosophy

Social science research is commonly guided by philosophical foundation to help in choosing an appropriate methodology. Research philosophy is commonly viewed in terms of ontology and epistemology and the philosophical assumptions are mainly influenced by the researcher’s understanding of the relationship between ontology and epistemology. This study will follow the positivist’s research philosophy. Žukauskas, Vveinhardt and Andriukaitienė (2018) argues that positivist’s research philosophy relies on survey, experiment and quasi-experiment, thus the acquisition of knowledge is not related to values and moral content. Through positivist’s research philosophy a researcher was able to conduct the study through quantitative means thus reducing biasness in the information collected. Therefore, by the use of this philosophy the researcher was able to achieve the main objective of the study.
3.3   
Research Approach

The study employed a quantitative research approach. According to Bacon-Shone (2015), quantitative methods involve the processes of collecting, analyzing, interpreting and writing the results of a study using various designs including survey and experimental research design.  He further adds that quantitative research is a means for testing objective theories by examining relationships among variables which can be measured by instruments, so that numbered data can be analyzed using specific statistical procedures. This approach was useful as it requires little time in the data collection process as well as covers large groups in a short period. The approach enabled the researcher in collecting adequate information about the factors affecting new firm entry in tourism industry in Arusha Region.
3.4    Area of Study                           

The study was conducted at Arushacity, Arusha Region, Tanzania. Arusha city is located on the Southern slopes of Mount Meru. It lies between 1,160 and 1,400 meters above sea level. The slopes transformed by volcanic activity, which are from isolated peaks, breaking up the gently sloping plains. As per 2012 population and housing census, Arusha City recorded 416,442 people where 199,524 are males and 216,918 are females. (NBS: 2012). Arusha City was purposively chosen due to the fact that Arusha is center for tourism in Tanzania and that there is a large number of tourist companies compared to other areas in Tanzania (Tanzania Tourist Board, 2019). This allowed for collection of all necessary information about the factors affecting new firm entry in tourism industry in Arusha Region.
3.5    
Population, Sampling Design and Procedures

The population of the study refers to the population to which a researcher wants to generalize the results of the study. The population may involve a larger group of people, institution or things that has one or more characteristics in common on which a study focuses. It consists of all cases of individuals or elements that fit a certain specification (Debois, 2018). In this study, the targeted population was the applicants for tourist firms, existing tourist firms, Tanzania Tourist Board (TTB), and the Ministry of tourism and natural resources officers based in Arusha Region. The total population of the mentioned groups is 210. 
3.5.1 
Sampling

According to Phrasisombath (2009), sampling involves the selection of a number of study units from a defined study population. A researcher should take as big sample as possible. With big sample, the researcher is confident that if another sample of the same size were selected, findings from the two samples would be similar to a high degree. The size of the sample is very important for getting accurate, statistically significant results and running the study successfully. The sample size for this study was drawn using a model proposed by Yamane, (1967), which shows the following relationship.



n = N/ (1+Ne2)


Where 

N = population size which is 210 n = sample sizee = confidence interval (10percent)

From   n = N/ (1+Ne2)

n = 210/ [1+210(0.1)2]

                                                            n = 210/ (1+210(0.1)2
                                                            n = 210/ (1+2.1)

                                                            n = 210/3.1
                                                            n = 67.74

n = 68 respondents

Table 3.1: Sample Size
	S/N
	Category
	Population Size
	Sample Size

	1.
	Applicants for tourist firms
	65
	21

	2.
	Existing tourist firms
	132
	            43    

	3.
	Tanzania Tourist Board (TTB) Officers
	09
	03

	4.
	Ministry of tourism and natural resources officers
	04
	01

	TOTAL 
	210
	68
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3.5.2 
Sampling Techniques 

This study adopted the stratified random sampling techniques. Stratified sampling is a probability sampling technique where the researcher divides the entire population into different subgroups or strata, then randomly selects the final subjects proportionally from the various strata. Two techniques that are used to allocate samples from strata: proportional allocation technique and equal allocation technique. Using the proportional allocation technique, the sample size of a stratum is made proportional to the number of elements present in the stratum. Using an equal allocation technique, the same numbers of participants are drawn from each stratum regardless of the number of elements in each stratum (Alvi, 2016). This study used the proportional allocation technique where the sample size of a stratum was made proportional to the number of elements present in the stratum. The stratified sampling technique was used in this study because it guarantees that tourist stakeholders from each category were represented in the sample hence provided adequate information for the study.
3.6   
Variables and Measurement Procedures

Kothari (2004) defined the term variable as a measurable characteristic that assumes different values among the subject. Variables may be either independent or dependent. This study has two variables namely; factors affecting and new firm entry.

3.6.1 
Validity

According to Blerkom (2009), validity refers to whether or not the test measures what it claims to measure. The validity of the instruments for data collection in this study will be done through expert review and any correction or adjustments were made accordingly in relation to the topic under study. 
3.6.2 
Reliability

Reliability is the degree to which a test is consistent and stable in measuring whatever it is measuring. Reliability requires the administration of the same test to the same respondents twice (Golafshani, 2003). Pilot study was conducted for 15 respondents. Results of pilot study were analyzed through SPSS. Reliability of the instrument was ensured through testing of the Cronbach’s Alpha of five major variables in the questionnaire as reflected in Table 3.2. The Cronbach’s Alpha of all the three variables was above 0.7, which means that the questionnaire responses were reliable.

Table 3.2: Reliability of the Questionnaire
	SN
	Variable
	No of Items
	Cronbach’s Alpha
	Interpretation

	1
	Bargaining power of buyers
	4
	.881
	Reliable

	2
	Role of bargaining power of supplies
	4
	.810
	Reliable

	3

4

5
	Effect of rivalry among competitors

The role of substitute products 

The role of entry barriers
	4

4

4
	.911

.768

.882


	Reliable

Reliable

Reliable
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3.7   
Methods of Data Collection

3.7.1 
Type of Data

Data refers to the information a researcher gathers for his or her study. Researchers recognize two types of data: primary data and secondary data. Primary data are the information a researcher obtains from the field. Secondary data are the information researchers obtain from research articles, books or casual interviews (Alvi, 2016). This study included both primary and secondary data. Primary data are the information a researcher obtains from the field. Secondary data are the information researchers obtain from both published and unpublished sources such as books, journal articles (printed and electronic) research reports, dissertations, seminar and conference proceedings.
3.7.2 
Data Collection Techniques

The study used questionnaires to collect primary data. According to Debois (2018), questionnaires are practical and cover a large number and area compared to other methods like interviews. The information generated from questionnaires can be verified and cross-checked against the information collected using other data collection techniques. Questionnaires are generally less expensive and do not consume a lot of time in the administration.  In this study, the questionnaire techniques enabled the researcher to reach all groups included in the study at the same time thus the collection of data was easy and cheap. The closed-ended questionnaires were prepared in English language and had four options for respondents to indicate their level of agreement or disagreement as follows: 1= Strongly Disagree, 2= Disagree, 3= Agree and 4 = Strongly Agree. 

3.7.3 
Data Collection Procedure

Data collection instruments were be pre- tested before being used. The results from the pre-test enabled the researcher to determine the validity and the reliability of the instruments. In collecting data for the study, supervised questionnaires was applied so as to get all the required information within a short period of time. 
3.8   
Data Processing and Analysis

Data analysis is the process of inspecting, rearranging, modifying and transforming data to extract useful information from it. Also, it is important to make sure that data analysis is done in a responsible way for determining the patterns of the relationships among the variables relating to it (Chapman, 2018). Data were collected, coded and then entered in software (SPSS version 22) whereby frequency and percentage were used to analyze the demographic characteristics of respondents and descriptive statistics such as mean and standard deviation were used to analyze data from the research objectives. 
3.9   
Ethical Consideration 

Before data collection from field; researcher was permitted by the Open University of Tanzania. The permission letter was used to get the data collection permission from the Arusha Regional Administrative Secretary who gave the researcher permission to collect data in a specified period of time. After the permission was granted, the researcher was free to collect data in the field. The researcher ensured that all respondents voluntarily participated in the study and the information collected were kept confidentially and were used for the purpose of study only.

CHAPTER FOUR

DATA ANALYSIS, INTERPRETATION AND DISCUSION

4.2
Overview 

This chapter presents, analyzes and interprets data on the factors affecting new firm entry in tourism industry in Arusha Region.
4.2    
Data Analysis

The researcher presented and analyzed data through research questions that guided the study. Each research question had corresponding items in the questionnaire, which was the major instrument for data collection. A total of 68 questionnaires were distributed to respondents, the filled and collected questionnaires were 62 (91.1%). This implies that the researcher was successful in the process of data collection. Interpretation of data has been categorized in two parts. The first part dealt with demographic characteristics of respondents, the second one dealt with descriptive statistics.
4.3    
Demographic Characteristics of Respondents

As seen in Table 4.1, respondents were categorized according to gender, age, marital status, and education level. This was so because it was important to determine background of those who participated in filling the questionnaire.
In terms of gender, male respondents were 34 (54.8%) while female respondents were 26 (41.9%). Two respondents (3.3%) did not disclose their gender. Therefore majority of respondents were male. As far as age of respondents is concerned, 7 (11.3%) respondents were below 30 years, 40 (64.5%) were between 30 and 40 years, 11 (17.7%) respondents were 40 years and above while 4 (6.5%) did not disclose their age groups. therefore, majority of respondents were between 30 and 40 years old. In terms of marital status, 52 (83.8%) were married while 9 (14.5%) were single.

Table 4.1: Presents the Demographic Chacteristics of Respondents in the Terms of Gender, Age and Marital Status, Length of service and Educational Level

	SN
	Variable
	Frequency
	Percent

	1.
	Gender of Respondents

Male

Female

Missing
	34

26

02


	54.8

41.9

03.3



	
	TOTAL
	62
	100

	2.
	Age of Respondents

Below 30

30 to 40

40 and above

Missing


	07

40

11

04


	11.3

64.5

17.7

06.5

	
	TOTAL
	62
	100

	3.
	Marital status of Respondents

Married

Single

Missing


	52

09

01


	83.8

14.5

01.7



	
	TOTAL
	62
	100

	4.
	Education Level

Primary

Secondary

Tertiary

Missing 
	00

11

49

02
	00.0

17.8

79.0

03.2

	
	TOTAL
	62
	100


Source: Field Data (2020)
One (1.7 %) of respondents did not disclose their marital status. Therefore, majority of respondents were married. Finally, in terms of education level, no respond had primary level of education, 11 (17.8%) held secondary level of education, 49 (79.0%) held tertiary level of education while two (3.2%) did not disclose their education level. Therefore, majority of respondents occupied tertiary level of education. These findings imply that respondents who participated in this study had a background thus the information was collected from people with different views and perspectives.
4.4    
Descriptive Analysis of Data

Descriptive analysis of research questions was meant for determination of perception of respondents regarding various aspects under investigation. This was guided by the five research questions, which had corresponding questionnaire items to which respondents were to indicate their level of agreement or disagreement. 

4.4.1 
Research Question one: How Bargaining Power of Buyers Influence New Firm Entry in Tourism Industry in Arusha Region?

The researcher sought to find out how bargaining power of buyers influence new firm entry in tourism industry in Arusha Region. To reach this target, respondents were asked to respond to four items in the questionnaire to indicate their rate of agreement of disagreement with the statements under the following scales of mean score interpretation: 
3.50-4.00 = strongly agree

2.50-3.49= agree

1.50-2.49 = disagree

1.00-1.49 = strongly disagree

Table 4.2: Respondents Perception on how Bargaining Power of Buyers Influence New Firm Entry in Tourism Industry

	SN
	Item
	Mean
	Std. Dev
	Interpretation

	1.
	Concentration of group of buyers 
	3.54
	.72116
	Strongly Agree 

	2.
	Undifferentiated alternative supplies
	3.76
	.79509
	Strongly Agree

	3.
	Few switching exist
	3.97
	.73968
	Strongly Agree

	4.
	Low profit earned
	3.84
	.84042
	Strongly Agree
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Findings in Table 4.2 present findings on how bargaining power of buyers influence new firm entry in tourism industry in Arusha Region. Findings revealed that the mean score of 3.50-4.00 denoting strongly agree. This means that respondents strongly agreed that concentration of group of buyers, undifferentiated alternative supplies, few switching exist and low profit earned were the factors affecting new firm entry in tourism industry. These findings implies that the bargaining power of buyers influence new firm entry in tourism industry.
4.4.2 
Research Question Two: What is the Role of Bargaining Power of Suppliers on New Firm Entry in Tourism Industry in Arusha Region?

In this research question, the researcher sought to find out the role of bargaining power of suppliers on new firm entry in tourism industry in Arusha Region. To achieve this target, respondents were asked to respond to four items in the questionnaire to indicate their rate of agreement of disagreement with the statements under the following scales of mean score interpretation: 
3.50-4.00 = strongly agree

2.50-3.49= agree

1.50-2.49 = disagree

1.00-1.49 = strongly disagree

Table 4.3: Perception of Respondents on the Role of Bargaining Power of Suppliers in New Firm Entry in Tourism Industry

	SN
	Item
	Mean
	Std. Dev
	Interpretation

	1.
	Cost of items from supplies
	3.01
	.85751
	Agree 

	4.
	Presence of many buyers
	2.73
	.86583
	Agree

	3.
	Suppliers threat to integrate into new industry
	3.42
	.97516
	Agree

	4.
	Squeeze industry profit
	3.18
	.89262
	Agree
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Table 4.3 indicated that the mean score for all four items was between 2.50-3.49 denoting agreement. This means, respondents agreed with all four times in the questionnaire. Specifically, they agreed that cost of items from supplies, presence of many buyers, suppliers’ threat to integrate into new industry and squeeze industry profits were the factors affecting new firm entry in tourism industry. These findings implies that bargaining power of suppliers have an effect on new firm entry in tourism industry in Arusha Region.
4.4.3 
Research Question Three: What are the effects of Rivalry among Competitors on New Firm Entry in Tourism Industry in Arusha Region?

The researcher sought to examine the effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region. To achieve this target, respondents were asked to respond to four items in the questionnaire to indicate their rate of agreement of disagreement with the statements under the following scales of mean score interpretation: 
3.50-4.00 = strongly agree

2.50-3.49= agree

1.50-2.49 = disagree

1.00-1.49 = strongly disagree

Table 4.4: Perception of Respondents on the effect of Rivalry among Competitors on New Firm Entry in Tourism Industry in Arusha Region

	SN
	Item
	Mean
	Std. Dev
	Interpretation

	1.
	Market dominance of competitors
	3.80
	.92294
	Strongly Agree 

	4.
	Presence of many competitors in the industry
	3.32
	.81409
	Agree

	3.
	Capital strength of competitors 
	3.82
	.78622
	Strongly Agree

	4.
	Price set by competitors
	3.24
	.81148
	Agree
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Findings about the effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region have been presented in table 4.4. The table indicated that the mean score for the first and third items was between 3.50-4.00 denoting strongly agree. This means, respondents strongly agreed that market dominance of competitors and capital strength of competitors were the effect rivalry among competitors on new firm entry in tourism industry in Arusha Region. These findings denote that new firm were getting challenge from competitors. Furthermore, findings revealed that the mean score for items two and four was between 2.50-3.49 meaning agree. Specifically, respondents agreed that presence of many competitors in the industry and price set by competitors were of rivalry among competitors on new firm entry in tourism industry in Arusha Region. 
4.4.4
Research Question Four: What is the Role of Substitute Products on New Firm Entry in Tourism Industry in Arusha Region?

Under this research question, the researcher examined the role of substitute products on new firm entry in tourism industry in Arusha Region. To answer this question, respondents were asked to respond to four items in the questionnaire to indicate their rate of agreement of disagreement with the statements under the following scales of mean score interpretation: 
3.50-4.00 = strongly agree

2.50-3.49= agree

1.50-2.49 = disagree

1.00-1.49 = strongly disagree

Table 4.5: Perception of Respondents on the Role of Substitute Products on New Firm Entry in Tourism Industry in Arusha Region

	SN
	Item
	Mean
	Std. Dev
	Interpretation

	1.
	Presence of many credible substitutes
	3.42
	.81487
	Agree 

	4.
	Willingness of customers to switch
	3.29
	.88138
	Agree

	3.
	Cost reduction 
	3.24
	.77609
	Agree

	4.
	Price differentiation
	3.00
	.84292
	Agree
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Findings in Table 4.4 revealed that the mean score of all the four items was between  2.50-3.49 denoting agreement. This means respondents agreed that effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region. Specifically, respondents agreed that presence of many credible substitutes, willingness of customers to switch, cost reduction and price differentiation. This suggests that substitute products affected the new firm entry in tourism industry in Arusha Region. 

4.4.5 
Research Question Five: What is the Role of Entry Barriers on Entry to Tourism Industry in Arusha Region?

The researcher examined the role of entry barriers on entry to tourism industry in Arusha Region. To meet this target, respondents were asked to respond to four items in the questionnaire to indicate their rate of agreement of disagreement with the statements under the following scales of mean score interpretation: 
3.50-4.00 = strongly agree

2.50-3.49= agree

1.50-2.49 = disagree

1.00-1.49 = strongly disagree
Table 4.6: Perception of Respondents on the Role Table of Entry Barriers on Entry to the Tourism Industry in Arusha Region

	SN
	Item
	Mean
	Std. Dev
	Interpretation

	1.
	Investment cost
	3.91
	.80234
	Strong Agree 

	4.
	Regulatory and legal restrictions
	3.68
	.96345
	Strongly Agree

	3.
	Access to suppliers 
	3.80
	.87340
	Strongly Agree

	4.
	Economies of scale available to existing firms
	3.54
	.78128
	Strongly Agree
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Findings in table 4.5 revealed that the mean score of all four items was between 3.50-4.00 meaning strongly agree. This means respondents strongly agreed that investment cost, regulatory and legal restrictions, access to suppliers and economies of scale available to existing firms were factors affecting entry barriers on entry to tourism industry in Arusha Region. This implies that new firms were facing various challenges.
This study examined the factors affecting new firm entry in tourism industry in Arusha Region. Specifically the study examined how bargaining power of buyers influences new firm entry in tourism industry in Arusha Region, to assess the role of bargaining power of suppliers on new firm entry in tourism industry in Arusha Region, to determine the effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region, to examine the role of substitute products on new firm entry in tourism industry in Arusha Region and to find out the role of entry barriers on entry to tourism industry in Arusha Region.
4.5.1 
Research Question One: How Bargaining Power of Buyers Influence New Firm Entry in Tourism Industry in Arusha Region?

Findings revealed that the mean score of 3.50-4.00 denoting strongly agree. This means that respondents strongly agreed that concentration of group of buyers, undifferentiated alternative supplies, few switching exist and low profit earned were the factors affecting new firm entry in tourism industry. These findings imply that the bargaining power of buyers influence new firm entry in tourism industry. These findings are in harmony with those of Andriotis (2004) who argued that the bargaining power of buyers comprises one of Porter’s five forces that determine the intensity of in an industry. The others are barriers to entry, industry rivalry, and the threat of substitutes and the bargaining power of suppliers. The power of an industry’s important buyer groups depends upon: characteristics related to its market situation and the relative importance of its purchases from the industry as compared with its overall business.
Altuntaş (2014) found that the buyer group is concentrated, or purchases large volumes relative to the seller’s sales, products purchased from the industry represent a significant percentage of the buyer’s costs or purchases, products purchased from the industry are standard or undifferentiated alternative suppliers are easy to find and competitors are played against each other, few switching costs exist (little penalty for moving to another supplier), profits earned are low (greater incentive to reduce purchasing costs), buyers pose a significant threat of backward integration buyers demand concessions, and may engage in tapered integration (producing some components in-house and purchasing the rest from outside suppliers), the industry’s product is not important to the quality of the buyer’s products or services and the buyer has full information (their knowledge of demand, market prices and supplier costs provides them with leverage.
4.5.2 
Research Question Two: What is the Role of Bargaining Power of Suppliers on New Firm Entry in Tourism Industry in Arusha Region?

Findings indicated that the mean score for all four items was between 2.50-3.49 denoting agreement. This means, respondents agreed with all four times in the questionnaire. Specifically, they agreed that cost of items from supplies, presence of many buyers, suppliers’ threat to integrate into new industry and squeeze industry profits were the factors affecting new firm entry in tourism industry. These findings imply that bargaining power of suppliers have an effect on new firm entry in tourism industry in Arusha Region. These findings correlated with those of Dwyer, Forsyth and Dwyer (2020) in their work tourism economics and policy revealed that if a firm's suppliers have bargaining power they will have the following characteristics; exercise that power, sell their products at a higher price, squeeze industry profits and if the supplier forces up the price paid for inputs, profits will be reduced. It follows that the more powerful the customer (buyer), the lower the price that can be achieved by buying from them.
Porter (1998) found that new entrants to an industry can raise the level of competition, thereby reducing its attractiveness. The threat of new entrants largely depends on the barriers to entry. High entry barriers exist in some industries (e.g. shipbuilding) whereas other industries are very easy to enter (e.g. estate, agency, and restaurants). Key barriers to entry include; Economies of scale, Capital / investment requirements, Customer switching costs, Access to industry distribution channels. Suppliers find themselves in a powerful position when; there are only a few large suppliers, the resource they supply is scarce, the cost of switching to an alternative supplier is high, the product is easy to distinguish and loyal customers are reluctant to switch, the supplier can threaten to integrate vertically, the customer is small and unimportant and there are no or few substitute resources available.
4.5.3 
Research Question Three: What are the Effects of Rivalry among Competitors on New Firm Entry in Tourism Industry in Arusha Region?

Findings about the effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region have been presented in Table 4.4. The table indicated that the mean score for the first and third items was between 3.50-4.00 denoting strongly agree. This means, respondents strongly agreed that market dominance of competitors and capital strength of competitors were the effect rivalry among competitors on new firm entry in tourism industry in Arusha Region. These findings denote that new firm were getting challenge from competitors. Furthermore, findings revealed that the mean score for items two and four was between 2.50-3.49 meaning agree. Specifically, respondents agreed that presence of many competitors in the industry and price set by competitors’ were of rivalry among competitors on new firm entry in tourism industry in Arusha Region.  These findings matches with those ofKaose (2014) conducted a study in Kenya on challenges and response strategies of tour firms in Kenya to government regulations in the tourism industry and identified that the government regulations to be licensing regulations, tourist vehicle regulations, boating activities regulations, and environmental regulations were key challenges facing the tourist companies in Kenya. In Uganda, a study by Ayikoru (2015) on destination competitiveness challenges indicated that policies related to tourism companies and capital are the major challenges facing the new entry in Tourism industry in Uganda, the same factors make some of the operating tourist firms to quit the business.
In their study, Lee, Kim and Park (2012) on the intensity of rivalry between competitors in an industry will depend on: the structure of competition - for example, rivalry is more intense where there are many small or equally sized competitors; rivalry is less when an industry has a clear market leader, the structure of industry costs - for example, industries with high fixed costs encourage competitors to fill unused capacity by price cutting, degree of differentiation - industries where products are commodities (e.g. steel, coal) have greater rivalry; industries where competitors can differentiate their products have less rivalry, switching costs - rivalry is reduced where buyers have high switching costs  such as there is a significant cost associated with the decision to buy a product from an alternative supplier, strategic objectives - when competitors are pursuing aggressive growth strategies, rivalry is more intense.
4.5.4 
Research Question Four: What is the Role of Substitute Products on New Firm Entry in Tourism Industry in Arusha Region?

Findings revealed that the mean score of all the four items was between 2.50-3.49 denoting agreement. This means respondents agreed that effect of rivalry among competitors on new firm entry in tourism industry in Arusha Region. Specifically, respondents agreed that presence of many credible substitutes, willingness of customers to switch, cost reduction and price differentiation. This suggests that substitute products affected the new firm entry in tourism industry in Arusha Region. These findings related to those of also and Clausen (2014) who argued that the threat of new entrants depends on the barriers to entry. 
The barriers refer to the existence of high costs or obstacles that can deter new competitors from entering the industry. Barriers to entry include: brand loyalty: Customers in the industry show a strong preference for the products and/or services of existing companies, cost advantages: Existing companies can easily produce and offer their products and/or services at a lower cost/price than that of new entrants, government regulations, capital requirement: A high fixed cost to enter into an industry, e.g., telecommunications, access to suppliers and distribution channels: Existing companies own exclusive rights to suppliers and distribution channels and retaliation: Existing companies may collude and deter new entrants.

4.5.5
Research Question Five: What is the Role of Entry Barriers on Entry to Tourism Industry in Arusha Region?

Findings indicated that investment cost, regulatory and legal restrictions, access to suppliers and economies of scale available to existing firms were factors affecting entry barriers on entry to tourism industry in Arusha Region. This implies that new firms were facing various challenges. These findings agrees with those of Andriotis (2004) when revising Porter's five forces model for application in the travel and tourism industry indicated that high threat of new entrants when: low brand loyalty in the current industry, current brand names are not well-known, low initial capital investment required, access to suppliers and distribution channels is easy to obtain, weak government regulations, no threat of retaliation and proprietary technology is not required.

CHAPTER FINVE

 CONCLUSIONS AND RECOMMENDATIONS

5.1
Introduction

This chapter presents the conclusions, recommendations and areas for further studies.
5.2    Conclusions

On the basis of data presentation made in chapter four, the following conclusions were made from this study.

First, the study concluded that bargaining power of buyers such as concentration of group of buyers, undifferentiated alternative supplies, few switching exist and low profit earned influences new firm entry in tourism industry in Arusha Region. 

Second, the study concluded that bargaining power of suppliers such as suppliers’ threat to integrate into new industry and squeeze industry profit affected new firm entry in tourism industry in Arusha Region.  

Third, the conclusion was made that rivalry among competitors on such as market dominance of competitors, presence of many competitors in the industry, capital strength of competitors and price set by competitors affected the new firm entry in tourism industry in Arusha Region

Fourth, it was concluded that role of substitute products such as presence of many credible substitutes, willingness of customers to switch, cost reduction and price differentiation were the substitute products that affected the new firm entry in tourism industry in Arusha Region.

Firth, the study finally concluded that investment cost, regulatory and legal restrictions, access to suppliers and economies of scale available to existing firms were identified to be the entry barriers of new firms to tourism industry in Arusha Region.

5.3   
Recommendations

From the findings of this study, the following recommendations were made;

First, it is recommended that the government should control the bargaining power of buyers such as concentration of group of buyers, undifferentiated alternative supplies and low profit earned that affect new firm entry in tourism industry in Arusha Region.

Second, the study recommended that the new firms should be aware of the bargaining power of suppliers such as suppliers’ threat to integrate into new industry and squeezing industry profit so as to remove some barriers when interring tourism industry.
Third, it was recommended that the new firms should have adequate capital before interring the tourism industry so as to win the market dominance of competitors, presence of many competitors in the industry, capital strength of competitors and price set by competitors in tourism industry in Arusha Region.
Fourth, the study recommended that, before interring the tourism industry, new firms should be aware of substitute products such as presence of many credible substitutes, willingness of customers to switch, cost reduction and price differentiation.
Finally, it was recommended that government should revise the regulatory and legal issues to make easy for new firms inter the tourism industry. Similarly, application for new firm entry in tourism industry should be made easy to attract more firms in tourism industry.
5.4    Areas for Further Studies

This study examined the factors affecting new firm entry in tourism industry in Arusha Region. Further studies can be conducted to examine the factors affecting new firm entry in other industries in Tanzania.
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APPENDICES

Appendix I: Questionnaires
Dear respondent, you are requested to participate in a study entitled “Factors Affecting New Firm Entry in Tourism Industry in Tanzania. A Case of Arusha Region” by Mr. Simbamwene Gerson Kilatufrom the Open University of Tanzania. Please provide true information. Responses you provide will be treated with utmost confidentiality. Do not fill your name. Thank You!
PART I: DEMOGRAPHIC INFORMATION: Please tick appropriate option
1. Gender: Male  (     ) Female  (   ) 

2. Age:Below 30 (    ) Between 30 – 40 (     ) Above 40 (   )

3. Marital status:Married   (    ) Single 
4. Education level:Primary  (       ) Secondary (      ) Tertiary (   )

PART II: FACTORS AFFECTING NEW FIRM ENTRY IN TOURISM INDUSTRY

Please read carefully and tick correct option to describe your feelings about below aspects:

	S/N
	ITERMS 
	Strongly Disagree
	Disagree
	Agree
	Strongly Agree

	A
	BARGAINING POWER OF BUYERS INFLUENCE NEW FIRM ENTRY
	
	
	
	

	1
	Concentration of group of buyers
	
	
	
	

	2
	Undifferentiated alternative supplies
	
	
	
	

	3
	Few switching exist
	
	
	
	

	4
	Low profit earned
	
	
	
	

	B
	ROLE OF BARGAINING POWER OF SUPPLIERS ON NEW FIRM ENTRY
	
	
	
	

	1
	Cost of items brought  from suppliers
	
	
	
	

	2
	Presence of many buyers
	
	
	
	

	3
	Suppliers threat to integrate into new industry
	
	
	
	

	4
	Squeeze industry profit
	
	
	
	

	C
	EFFECT OF RIVALRY AMONG COMPETITORS ON NEW FIRM ENTRY
	
	
	
	

	1
	Market dominance of competitors
	
	
	
	

	2
	Presence of many competitors in the industry 
	
	
	
	

	3
	Capital strength  of competitors
	
	
	
	

	4
	Price set by competitors
	
	
	
	

	D
	THE ROLE OF SUBSTITUTE PRODUCTS ON NEW FIRM ENTRY
	
	
	
	

	1
	Presence many credible substitutes
	
	
	
	

	2
	Willingness of customers to switch
	
	
	
	

	3
	Costs reduction 
	
	
	
	

	4
	Price differentiation
	
	
	
	

	E
	THE ROLE OF ENTRY BARRIERS ON ENTRY TO TOURISM INDUSTRY
	
	
	
	

	1
	Investment cost
	
	
	
	

	2
	Regulatory and legal restrictions
	
	
	
	

	3
	Access to suppliers
	
	
	
	

	4
	Economies of scale available to existing firms
	
	
	
	


Appendix II: Research Clearance Letter
THE OPEN UNIVERSITY OF TANZANIA

DIRECTORATE OF RESEARCH, PUBLICATIONS, AND POSTGRADUATE STUDIES
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PG: 201802147

                                                                                  24th May 2019

Regional Administrative Secretary
Arusha
RE:  RESEARCH CLEARANCE

The Open University of Tanzania was established by an act of Parliament no. 17 of 1992. The act became operational on the 1st March 1993 by public notes No. 55 in the official Gazette. Act number 7 of 1992 has now been replaced by the Open University of Tanzania charter, which is in line the university act of 2005. The charter became operational on 1st January 2007. One of the mission objectives of the university is to generate and apply knowledge through research. For this reason staff and students undertake research activities from time to time. 

To facilitate and to simplify research process therefore, the act empowers the Vice Chancellor of the Open University of Tanzania to issue research clearance, on behalf of the Government of Tanzania and Tanzania Commission for Science and Technology, to both its staff and students who are doing research in Tanzania. With this brief background, the purpose of this letter is to introduce to you Mr. Simbamwene Gerson Kilatu, Reg No: PG 201802147 pursuing Master Degree of Project Management. We hereby grant this clearance to conduct a research titled: “Factor Affecting New Firm Entry in Tourism Industry in Tanzania: A Case Study of Arusha Region”, he will collect his data in Arusha Region, Tanzania from 11th December 2019 to 7th February 2020. 
In case you need any further information, kindly do not hesitate to contact the Deputy Vice Chancellor (Academic) of the Open University of Tanzania, P.O. Box 23409, Dar es Salaam. Tel: 022-2-2668820. We lastly thank you in advance for your assumed cooperation and facilitation of this research academic activity.
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