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ABSTRACT

In sub-Saharan Africa, small and medium-sized enterprises (SMEs), produce 80 percent of all jobs and represent nearly 90 percent of all businesses. The sector contributes significantly to Tanzania economy in terms of taxes, utilization and conservation of local resources, foreign exchange, provision of goods and services. The study looked at the factors affecting Tanzanian SMEs performance in East African Community Market, A case of Dar es Salaam region. Research design is in form of a descriptive study, data was collected using administered questionnaires; the research used contingency theory and resource-based theory. Random sampling method was used to draw samples and the data was analyzed by generating descriptive statistics such as percentages, and measures of central tendency. The data was presented by using tables, graphs and figures. Statistical Packages for Social Sciences (SPSS) was used to generate the descriptive statistics and to establish the relation between the dependent and independent variables of study. The study found out that access to finance, laws and regulations and management experience are the key factors affecting Tanzanian’s SMEs performance. The study therefore recommends that financial institutions to come up with creative policies that make it easy for the SMEs to access financing and the Government to lessen the time taken to obtain licenses. Further research is needed covering all the markets in the Country to find out whether the same factors are affecting performance of other SMEs.

Keywords: Access to Finance, Legal and Regulatory Framework, Entrepreneurs, Performance.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Small and Medium Enterprises (SMEs) have been and are still a central hub in generating income for the majority of urban dwellers with no formal paid employment (Kipilyango, 2018). However, in official statistics SMEs can currently only be identified by employment size as enterprises with fewer than 250 persons employed. This is a huge category and encompasses enterprises with different ownership structures and varying numbers of employees and levels of economic activity. To facilitate better analysis and understanding of the heterogeneity of SMEs, the 2014 micro project linked data from structural business statistics and business registers (Airaksinen, 2015).
Developed countries a small business is defined as a business that employs fewer people than 100 paid employees while a medium business is defined as one that has at least 100 employees and less than 500 employees. As of December 2013, there were an estimated 1,107,540 employers in Canada, of which 1,087,803 are small. Small businesses make up 98.2 percent of employers' businesses, medium-sized businesses make up 1.6 percent of employers' businesses and large businesses make up 0.1 percent of employers' businesses (Mikes, 2013). In total, SMEs employ an estimated 10 million people, or 89.9 percent of the workforce. 
Canada's fastest-growing firms are present in all sectors of the economy and are not limited to knowledgeable industries (Allen, 2013). In terms of employment, the highest concentration of the fastest growing firms in Canada during the 2016-2019 period was still under construction (4.9 percent of all firms); business, construction and other support. In sub-Saharan Africa, small and medium enterprises, or SMEs, have become a major pillar of economic growth. In fact, they make up 80 percent of all jobs and represent about 90 percent of all sub-Saharan African businesses. The Africa Small and Medium Businesses Program plans to provide assistance to African financial institutions that support SME growth over a four-year period. It has received $ 125 million in funding from the United States (Logan, 2015).
In the East African Community (EAC), there are many thousands of situations facing SMEs. This takes into account factors related to the type of SMEs, but also regulatory and environmental and legal aspects. A study by banks has also highlighted the skepticism of East African governments in supporting the SME sector (Pietro, 2012). However, as has been seen banks have learned to adapt to their environment and to adapt through innovation and differentiation. The African Development Bank concludes that ‘this practice should be encouraged through reforms to reduce the negative impact of those barriers to the continued involvement of banks with SMEs’. Promoting SMEs in East Africa is important in the workplace. Research has found that previous research has found that SMEs on average contribute to 60 percent of the total official jobs in the manufacturing sector in various countries (Pietro, 2012).
As a member of the East African Community (EAC) and the Southern African Development Cooperation (SADC), Tanzania is committed to removing all forms of barriers, including tax-free barriers to promoting trade promotion in member states. However, Tanzania has been blocking the ban on exports of maize for security reasons and protecting consumers from the negative impact of domestic prices (Diao & Kennedy, 2016). Maize is consumed by about 80 percent of Tanzanians nationally (Saidia, Chilagane, Alexander, and Janet, 2010) and provides about 60 percent caloric intake and more than 35 percent of protein content (DTMA, 2014). 
Manufacturers and other policymakers oppose international sanctions because they deny producers' right to high prices in export markets (Kagira, 2011). The idea that a ban on exports benefits consumers is still disputed. Foreign restrictions may have short-term consumer benefits (Aragie, Pauw, and Pernechele, 2018; Diao and Kennedy, 2016). They do not seem to promote the economic viability that exists in international trade (Clapp, 2017) and often promote subsistence agriculture (Aragie et al., 2018), so it is not very much in line with long-term development goals.
Estimates using statistics from the International Trade Center (ITC) database show that EAC countries receive more than 80 percent of Tanzania's maize exports and most of the maize is transported by road (Karugia, et al., 2019). Dabalen and Paul (2014) found that consumers experienced social losses following the introduction of a ban on foreign countries in Tanzania. However, Dabalen and Paul (2014) argue that the north-northwest are the only parts of Tanzania that export maize to the EAC, and as a result, only regions that could be affected by international sanctions. Our view, however, is that all regions in Tanzania may be affected by the ban on exports, and that the level of impact is different for all regions. The availability of the market / home region may affect price transfer which is why the social effect of banning foreign buyers. Border regions are expected to be more sensitive to policy change, as they are more integrated into the regional market than their counterparts.
The number of small businesses is growing rapidly in Tanzania as evidenced by the growing domestic activity (Namusonge 2014; Sessional paper, 2015). All areas of operation have small tasks. These include the textile, manufacturing, finance, security, food and hotel industries, transportation; logistics sector to name a few. The business environment is full of complexities characterized by external factors and internal business features (management technology, operational resources, individual characteristics (Okibo & Makanga, 2014).
Small and Medium Enterprises all over the world are defined differently; however, many institutions that collect information use the following size categories; micro enterprises have 0-9 employees, small enterprises have 10-49 employees. And medium size enterprises have 50-249 employees. In the context of Tanzania, micro enterprises are those engaging up to 4 people, in most cases family members or employing capital amounting up to Tanzanian Shillings (TZS.) 5.0 million. The majority of micro enterprises fall under the informal sector. Small enterprises are mostly formalized undertaking engaging between 5 and 49 employees or with capital investment from TZS, 5 million to TZS 200milllon. Medium enterprises employ between 50 and 99 people or use capital investment from TZS 200 million to TZS 800 million.
Table 1.1: Category of SMEs Development in Tanzania

	Category
	Employees
	Capital Investment

	Micro enterprises
	1-4
	Up to 5mil

	Small enterprises
	5-49
	Above 5mil-200mil

	Medium enterprises
	50-99
	Above 200mil-800mil

	Large enterprises
	100+
	Above 800mil


Source: Tanzania Small and Medium Enterprise Development Policy, (2020)

Almost in all economies, small businesses are vital for sustained growth. Evidence available indicates that Small and Micro enterprises played a major role in the growth and development of all leading economies in Asia (UNIDO, 2013). In Tanzania, the SME sector is the emerging private sector and a base for private sector led growth. Though the sector possesses the highest employment potential in Tanzania, the sector is largely informal, under performing and in need of considerable assistance to overcome the entrenched disadvantages and barriers. The policy and regulatory framework for small businesses in Tanzania, however, are only in their initial stages to be implemented. Traditionally, policy makers have been overwhelmingly concerned with large businesses (CoET, 2017).
Tanzania's industrial growth strategy focuses on building strong Small and Medium Enterprises (SMEs) that can enter export markets and establish strong links with local businesses, as well as a network of foreign firms or strategic partnerships. Additionally, Tanzania’s SME Development Policy 2003 gives its overall objective as: “…to foster job creation and income generation through promoting the creation of new SMEs and improving the performance and competitiveness of the existing ones to increase their participation and contribution to the Tanzanian economy” (United Republic of Tanzania (URT), Ministry of Trade and Industry, 2012). 
This objective will contribute towards realizing the National Development Vision 2025, which aims at transforming the Tanzanian economy from a low productivity agricultural economy to a semi-industrialized one, among other aims (URT, 2018). The envisaged transformation of the economy relies on enhancing the productive activities. For the SMEs in particular, it means ensuring that as they grow, they are able to increasingly penetrate the export markets, especially in areas or activities that Tanzania has the comparative advantage. The ability to penetrate into export markets and increase that penetration over time calls for an export strategy for SMEs, which will promote both productivity and competitiveness in East Africa Community market.
1.2  Statement of the Problem

The National Bureau of Statistics found out that three out of five businesses in Tanzania failed within the first few months of operation and even those that continued 80% failed before the fifth year (NBS, 2017). According to Daily Nation Media newspaper, Data from National Bureau of Statistics released on 17, October, 2019 showed that 2.2 million micro, small and medium enterprises closed shops in the last five years. In 2019 the highest percentage of closures was recorded at 35.4% (Country, February 15, 2019). SMEs have different problems, which affect their growth and profitability and therefore reduce their ability to contribute effectively to sustainable economic development. Problems that hinder the growth of SMEs include; legal and regulatory framework, cultural aspects, lack of management skills and lack of funding.
They have been the means through which accelerated economic growth and rapid industrialization have been achieved (Harris and Gibson, 2016). While the contributions of small businesses to development are generally acknowledged, entrepreneurs face many obstacles that limit their long-term survival and development. Research on small business development has shown that the rate of failure in developing countries is higher than in the developed world (Arinaitwe, 2016). Scholars have indicated that starting a business is a risky venture and warn that the chances of small-business owners making it past the five-year mark are very slim. They should therefore develop both long and short-term strategies to guard against failure (Sauser, 2019).
SMEs continue to use inadequate and inadequate technology according to Wanjohi & Mugure, (2018) which poses a major challenge to small businesses by reducing their workload and providing low-quality services that result in losing and attracting more clients. They continue to struggle to find and retain new clients due to the slow and low-quality service they provide to their customers. Although there is an important role for SMEs in building a competitive private sector and contributing significantly to economic growth and job creation in the East African public market, SMEs face many challenges around the world and in developing countries especially. Low human resources, lack of management and training skills, and low technical capacity (Mashenene & Rumanyika, 2014). Since SMEs in Dar es Salaam regional Market employ a huge population of SMEs, their positive performance can bring hope to the problem of Tanzanian SMES performance in East African Community Market. The purpose of this study is to determine “Factors affecting Tanzanian small and medium enterprises performance in east Africa community market” A case of Dar es Salaam region.
1.3 Objective of the Study

1.3.1  General Objective
This main objective of the study was to assess the factors affecting Tanzanian small and medium enterprises performance in East African Community Market” A case of Dar es Salaam region.
1.3.2 Specific Objectives

i. To examine the effects on finance access among Tanzanian small and medium enterprises performance in East African Community Market. 

ii. To assess the legal and regulatory framework affect Tanzanian small and medium enterprises performance in East African Community Market. 

iii. To evaluate the culture values of individual entrepreneurs, affect success of Tanzanian small and medium enterprises performance in East African Community Market. 

iv. To determine how lack of managerial skills, affect Tanzanian small and medium enterprises performance in East African Community Market.
1.4 Research Questions
i. Does access to finance affect Tanzanian small and medium enterprises performance in East African Community Market? 

ii. To what extent legal and regulatory framework affect Tanzanian small and medium enterprises performance in East African Community Market? 

iii. What is the role of culture on success of Tanzanian small and medium enterprises performance in East African Community Market? 

iv. How accessible to managerial skills of Tanzanian small and medium enterprises performance in East African Community Market?  
1.5 Significance of the Study
This proposed study will build on research to determine what factors affect the performance of small and medium-sized enterprises in Tanzania in the East African Public Market. The limited availability of reliable and valid information continues to be one of the key barriers to understanding the functioning of small and medium enterprises in Tanzania in the East African public market. This research will help to expand existing data and build on local data.
The researcher believes that this research project will first assist the national government in planning and developing policies on how to protect and maintain the operation of small and medium enterprises in Tanzania in the market in East Africa.

In Tanzania, the research may assist the government in its efforts to formulate planning policies to help them develop comprehensive policies that will include all retailers in the region including small and medium enterprises. With a view to formulating a policy that will create an enabling environment for small and medium enterprises to enhance business growth and normal social development in the East African public market.
The information that will be provided by this research will enable other researchers to develop and develop a better understanding of this subject. In addition, a written report of this study will be readily available in the library and will equip readers with additional knowledge and skills that are being studied. The study will continue to incorporate a number of publications on economic issues affecting the performance of small and medium enterprises in Tanzania in the East African public market. We will be part of articles that will help researchers who want to continue in this research and other broader participants in the study circles

1.6 Limitation and Delimitation of the Study 

There may be from time to time when the respondents may not be co-operative in answering the questions posed to them and the researcher have to be friendly and patient with them till, they complete the questionnaire. Showing them the importance of the study and how it will improve the operations of the organization if the recommendations are adapted. Some respondents may resist participation in the study, whereby the respondents may not feel free enough to answer questions that are posed to them fearing victimization. The researcher was assuring the SMEs owners and Managers that the findings of the research are purely for academic purposes and will not be used elsewhere or for any other reasons. 
1.7 Scope of the Study  

This research is to establish the social economic factors that affect Tanzanian small and medium enterprises performance in east Africa community market, the study was confined in Dar es Salaam.  The researcher believes that this were given enough ground to generalize the findings and provide adequate population and sample for the study and therefore give reliable results and findings. However, it is assumed this would give a reflection of what happening to Tanzanian small-scale enterprises
1.8 Organization of the Study
This study was consisted of six chapters. Chapter one as discussed above. Chapter two is composed of literature review of the study in which introduction, definition of terms, theoretical review, empirical review and the conceptual framework were covered. Chapter three give research methodology whereby research methods, research design, study area, sampling techniques, and data analysis have been elaborated, Chapter four present data and their analysis, Chapter five discussing the findings and lastly, chapter six cover the summary, conclusion, recommendations and further areas of study.

CHAPTER TWO

LITERATURE REVIEW

2.1 Overview

This chapter presents ideas and theories produced by different authors in the field of SMEs with a major focus on their development, growth and constraints. It also focuses on the researches done by others relating to the topic and finally gives the summary. The aim of the chapter is to guide the researchers to exclude from his work what has been done by other researchers relating to the same problem and therefore investigate the prevailing gap that needs further research.
2.2 Definition of the Key Terms 
2.2.1 Small and Medium Enterprises 
Small and medium-sized enterprises (SMEs) are non-subsidiary, independent firms which employ less than a given number of employees. This number varies across countries. The most frequent upper limit designating an SME is 250 employees, as in the European Union. However, some countries set the limit at 200 employees, while the United States considers SMEs to include firms with fewer than 500 employees (UNIDO, 2017).  Small firms are generally those with fewer than 50 employees, while micro-enterprises have at most 10, or in some cases 5 workers.
Financial assets are used to define SMEs. In the European Union, a new definition was introduced on 1 January 2005 that applies to all Community actions and funding schemes and to the Government assistance program where SMEs can be given higher powers of national and regional assistance than large corporations. The new definition provides for increased investment: medium business profits (50-249 employees) should not exceed EUR 50 million; those of small businesses (10-49 employees) should not exceed EUR 10 million and those of small firms (less than 10 employees) should not exceed EUR 2 million. Alternatively, medium-sized business balance sheets should not exceed EUR 43 million, EUR 10 million and EUR 2 million, respectively (UNIDO, 2017).
Definitions also change over time, due to changes in price levels, technological advances or other considerations. In the United States of America, the Small Business Administration has various definitions of small business depending on the type of industry. Manufacturing and mining businesses with less than 500 employees are considered small businesses and full-fledged commercial enterprises should have less than 100 employees. In some businesses, such as sales and construction, businesses are classified according to their annual income. However, conditions such as profitability and output capacity are strongly influenced by efficiency and management, varying from one industry to another (Ajayi, 2002).
2.2.2 SMEs Performance

SMEs' performance is defined by using the value added (VA) by SMEs, as a percent of the total VA by enterprises. The study targets European Union (EU) countries selected by the authors following a cluster analysis procedure. Nowadays there is a global consensus among all stakeholders that SMEs represent momentum in the development of the global economy, due to their significant contribution to GDP and employment in the national economy. SMEs also numerically dominate the global business segment, although their contribution varies from country to country. Albanian SMEs represent about 98% of total business by contributing to the national GDP of about 70%. The structure and functioning of the national economy is highly dependent on the economic performance and contribution of SMEs, which is why most governments have strategic plans to support SME development. Measuring the performance of SMEs and their competitiveness in national and international markets requires a lot of knowledge in all aspects.
2.3 Theoretical Literature Review

2.3.1 Contingency Theory 

According to Scott (1981) the best way to organize depends on the environment in which the organization is located. The work of other researchers including (Paul Lawrence et.al 2017). Thompson complements this statement. They are very interested in the impact of potential developments on the organizational structure. Their concept of organizational order was the dominant ideological notion of the organizations of the majority of the 1970s. A major art test was conducted by Penning who examined the link between environmental uncertainty, organizational structure and various functional aspects. This concept has been widely used in research to measure organizational performance and performance and states that there is no effective way to organize a company and a corporate structure (Battilana, 2012).
It can be concluded that there is no other 'better way' or way of managing or doing things, different situations require a different way of handling, managing, and resolving the problem arising from acquiring three aspects of Legal and Control, management skills and business culture. Managing and ordering an 'open system', which accepts irregularities or occasional challenges, requiring an 'adaptable' and 'state' solution in order to overcome or solve a problem or problem involved (Scott, 1981). The Contingency vision did not go unnoticed. For example, critiques believe that this model has little or no flexibility which means it is a solid model. Fiedler is of the opinion that the natural style of leadership is consistently given and is related to the characteristics of his personality. He thought that natural leadership style would be the most effective leadership style. But he did not take into account the fact that a leader cannot always apply the natural leadership style in all situations (Mikes, 2013).
Contingency Theory states that the most appropriate organizational structure is the one that best suits a given operational event, such as technology, or the environment. As each company faces its own set of internal and external issues and special environmental events affecting different levels of environmental uncertainty, there is no single good organization for all companies because each company has different organizational cultures and different risk perceptions (Danish, 2013).
2.3.2 The Resource Based Theory 

The resource-based theory was first propagated by Birger Wernerfelt in his article “A Resource Based View of the Firm” (Wernerfelt, 1984).  However, the resource-based view has been a common interest for management researchers and numerous writings. A resource-based view of a firm explains its ability to deliver sustainable competitive advantage when resources are managed such that their outcomes cannot be imitated by competitors, which ultimately creates a competitive barrier (Mahoney& Pandian 1992). Resource based view explains that a firm’s sustainable competitive advantage is reached by virtue of unique resources being rare, valuable, and non - tradable, non- substitutable, as well as firm specific (Barney, 1999). The two wrote about the fact that a firm may reach a sustainable competitive advantage through unique resources which it holds, and these resources cannot be easily bought, transferred or copied and simultaneously, add value to the firm while being rare. A criticism that has persisted is that the resource-based theory is a duplication that has failed in its responsibility to fulfill the core criteria for a true theory argue the RBV does not contain the law like generalizations that must be expected. Rather, it assumes analytic statements that are tautological, true by definition that cannot be tested (Kraaijenbrink, 2009). 
However, given its simplicity to use and its direct validity, the RBV’s core message is very appealing, and can easily be grasped and taught, this makes it relevant for this study. Resource based theory and contingency theory were used to enhance our knowledge and look at the importance of flexibility and organizational performance in running SMEs. Superior inter-firm flexibility is proposed to influence SME market place success which come up by concluding in one variable which are Access to Finance and Performance of SMEs,
2.4 Empirical Literature Review

2.4.1 Factors affecting Small and Medium Enterprises Performance
A study done by Kiggundu, (2019), SMEs account for the majority of firms in developing countries and have a large share of employment, they are labor intensive, they are less efficient and pay low salaries and fringe benefits as compared to large firms and they lack job security because of their high mortality rates. Most activities characterized as SMEs are very small, majority of them operate in rural areas, they are owned and operated by women and they tend to be concentrated in a relatively narrow range of activities such as knitting, dressmaking, retail trading etc. and they are more likely than those headed by male to operate from home.
According to Scott (2016) the best way to organize depends on the environment in which the organization is located. The work of other researchers including (Paul Lawrence et.al 2017). Thompson complements this statement. They are very interested in the impact of potential developments on the organizational structure. Their concept of organizational order was the dominant ideological notion of the organizations of the majority of the 1970s. A major art test was conducted by Penning who examined the link between environmental uncertainty, organizational structure and various functional aspects. This concept has been widely used in research to measure organizational performance and performance and states that there is no effective way to organize a company and a corporate structure (Battilana, 2018).

Also, according to Massawe and Calcopietro (2019), many entrepreneurs have a low level of formal education and lack access to adequate training in business management associated with increasing challenges in competition and technology development. In addition, research suggests that in Tanzania, legal and tax issues appear to be greater for very small firms, declining somewhat as firms grow (Levy, 2019). Similarly, better marketing services, support from technology development institutions and the introduction of tax incentives will lead to a more prosperous and competitive SMEs sector. 
Therefore, this study will attempt to identify factors that affect the performance of SMEs in Tanzania, assess how they affect the growth of SMEs and recommend ways to prevent the inefficiency of SMEs  It can be concluded that there is no other 'better way' or way of managing or doing things, different situations require a different way of handling, managing, and resolving the problem arising from acquiring three aspects of Legal and Control, management skills and business culture. 
Managing and ordering an 'open system', which accepts irregularities or occasional challenges, requiring an 'adaptable' and 'state' solution in order to overcome or solve a problem or problem involved (Scot, 2019). The contingency vision did not go unnoticed. For example, critiques believe that this model has little or no flexibility which means it is a solid model. Fiedler is of the opinion that the natural style of leadership is consistently given and is related to the characteristics of his personality. He thought that natural leadership style would be the most effective leadership style. But he did not take into account the fact that a leader cannot always apply the natural leadership style in all situations (Mikes, 2019).
2.4.2 Access to Finance and Performance of SMEs

A study done by Wanjohi & Mugure (2019), Lack of access to credit / finance is widely cited as a major problem for SMEs. Debt issues operate in a variety of ways in Kenya where the underdeveloped financial market forces entrepreneurs to rely on self-support or to borrow from friends or relatives who are not enough to enable SMEs to perform their business functions efficiently. Lack of access to long-term credit for small businesses forces them to rely on more expensive short-term financing. There are various financial challenges facing small businesses. Includes high credit costs, high bank costs and fees. The situation seen in Kenya especially in the middle of 2018 proves the need for credit between ordinary and low-income entrepreneurs. Numerous lenders emerged in the name of the Pyramid schemes, promising hope among ‘small investors,’ which allowed them financial freedom by borrowing less. The reason for returning to these programs among many entrepreneurs is mainly to seek alternatives and less debt at lower interest rates while making a profit. Financial constraints remain a major challenge for SMEs in Kenya.
Abuzayed, (2020), showed that financial availability is critical to improving SME competition, as traders need to invest in new technologies, skills and strategies. The discovery of financial problems cannot be solved by using financial strategies or plans in an idle environment. There are problems in institutions that cover the range from large to small, associated with a shortage of capacity. The broad range of similarities can only be addressed by prioritizing the development of SMEs in national structures. It is also worth noting that the effort to address access to finance is not limited to government. SMEs need to take better action than to identify you as their first obstacle: they need to integrate incentives and recommendations together, based on sound analysis, through their membership organizations. Most importantly, SMEs must apply sound business practices and continually invest in sound internal control systems: financial, planning, financial, operational and human resource management.
According to Allen, (2019). There are no financial instruments and no independent financial sources that are market driven.  Lack of access to credit/ finance is affects technology choice by limiting the number of alternatives that can be considered. Many SMEs may use inappropriate technology because it is the only one, they can afford. In some cases, even where credit is available, the entrepreneur may lack freedom of choice because the lending conditions may force the purchase of heavy, immovable equipment that can serve as collateral for the loan. Credit constraints operate in variety of ways in Tanzania where undeveloped capital market forces entrepreneurs to rely on self-financing or borrowing from friends or relatives. Lack of access to long-term credit for small enterprises forces them to rely on high-cost short term finance. 
2.4.3 Legal and Regulatory Framework

Apart from the various interventions aimed at improving the business environment in Tanzania, the legal and regulatory framework is structured, cost-effective and intermediate. These aspects of the legal and regulatory environment adversely affect all business sizes. However, SMEs are also restricted in this area compared to large businesses due to the very complex compliance costs arising from their size. As a result, the majority of informal businesses have failed to operate legally and small businesses have failed to grow and graduate from small and medium enterprises. The tax government in Tanzania is also not in favor of SMEs development. Taxes are high, instead high and collected by various authorities including the Tanzania Revenue Authority and the Regional Government. 
In addition, entrepreneurs are not aware of the tax issue and the costs of complying with tax laws are considered high. Although corporate tax is a necessity for national economic development, the current tax regime places a heavy burden on SMEs (Abuzayed, 2018). The regulatory or legal requirements will be summarized to include registration of the company name with the registrar of companies, acquiring a personal identification number and Value Added Tax with the Tanzania Revenue Authority, Trade License with the ministry of Trade, and finally the Local authority licenses.  To start a business in Tanzania is not easy although the government has tried to hasten the process. There is no one-stop in doing business and various institutions are involved including; Registrar of Companies, Ministry of Trade, Tanzania Revenue Authority, National Social Security and, and National Hospital Insurance Fund (Kinuthia, 2019).  
2.4.4 Managerial Skills and SMEs

Study done by Kameyama (2018) in developed nation including USA and Japan, developing countries include; Indonesia, the Philippines and China on effectiveness of SMEs development tools and policies reveals that Japan is one of the successful countries in SME sector development where 99% of Japanese companies are SME and SME sector hired 78% of the labour force. According to the study done by Rwigema (2004) in South Africa on factors that lead to business failure shows that in most countries the rate of business failure far exceeds that of success, in South Africa, a survey indicates that between 70 to 80 percent of start-ups fail within five years, the overriding reason for failure is lack of management skills in running the ventures. Thus, according to Rwigema (2019) the factors affecting performance of SMEs are; burdensome government regulations, 19 market structure, age and size, personal characteristics, outside assistance and motivation.
The management of small and medium enterprises is one of the vital ingredients for the success of the business across the world especially in Europe and America. It calls for training in how to manage your business before it becomes profitable. The need to main effective working capital management within Small and Medium Scale Enterprises (SMEs) remain pivotal to solvency and liquidity of SMES. Most SMES do not care about their working capital position, most have only little regard for their working capital position and most do not even have standard credit policy. Many do not care about their financial position, they only run business, and they mostly focus on cash receipt and what is their bank account position (Kinuthia, 2019). 
The reason for looking at all countries varies but the main ones that provide the structure and size of the economy and the size of government borrowing, the rate at which SME loans are made in local finance. Part of the competition in the SME market segment in Tanzania where a large number of commercial banks target various market segments. In addition, in Tanzania there are healthy markets for rental purchases and discounts offered by banks to SMEs that bring to government and big business with a reputable payment history. The favorable environment in which SMEs work with vision provides information for prospective lenders through credit bureaus. In Tanzania, Micro, Small and Medium-sized businesses are exported separately. They fall under the famous informal sector called Machinga as they start mostly in the open sun. The sector employs more than 80% and is currently receiving a lot of attention from the government as it is seen as a solution to the devastating unemployment rate especially among the youth. More than 65% of Tanzanians are young and unemployed (Berge, 2019).
2.5 Research Gap  
From different literature reviewed it has been revealed that most of prior studies based on challenges on Factors affecting small and medium enterprises performance, (Berge, 2019; Kinuthia, 2019; Kameyama, 2018; Abuzayed, 2018; Kiggundu, 2019) SMEs continue to use inadequate technology which poses a major challenge to small businesses by reducing their workload and providing low-quality services that result in losing and attracting more clients. They continue to struggle to find and retain new clients due to the slow and low-quality service they provide to their customers. 
Although there is an important role for SMEs in building a competitive private sector and contributing significantly to economic growth and job creation in the public market, SMEs face many challenges around the world and in developing countries especially. Low human resources, lack of management and training skills, and low technical capacity. Since SMEs in Dar es Salaam regional Market employ a huge population of SMEs, their positive performance can bring hope to the problem of Tanzanian SMES performance in East Africa Community Market. The purpose of this study is to determine “Factors affecting Tanzanian small and medium enterprises performance in East Africa Community Market” A case of Dar es Salaam region.

2.6 Conceptual Framework

A conceptual framework is a research tool which postulates the relationships among study variables. The conceptual framework derived from theoretical review showing that Access to Finance, Legal and Regulatory, Culture of entrepreneurs and Managerial impact Performances of SME in African community. 

Independent variables                                                    Dependent variables









Figure 4.1: Conceptual Framework
Source: Researcher own Construct, 2022

CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Overview

Research methodology is the systematic, theoretical analysis of the procedures applied to a field of study (Kothari, 2004). It involves procedures of describing, explaining and predicting phenomena so as to solve a problem; it also contains techniques and strategies of conducting research. Research methodology encompasses concepts such as research designs, target population, sample size and sampling procedure, data collection instruments and data analysis procedure. Therefore, this section discusses the methodology of the study on the area surveyed, sampling procedures, data collection methods and analysis methods.
3.2 Research Philosophy
Research philosophy is defined as a way in which a researcher views the world Saunders, Lewis, & Thornhill, (2006)’ Saunders, Lewis, & Thornhill, (2009). The research philosophy helps researchers in designing research processes but their selection is determined by research questions in hand (Saunders et al,2009). Three research philosophies have been identified; ontology, epistemology and axiology (Saunders et al., 2009)’ (Saunders, et al., 2006), but ontology and epistemology are the main once (Saunders et al., 2009)
Ontology is a branch of philosophy that regards world as a natural reality. The branch is further subdivided into two sub groups; objectivism and subjectivism. Objectivism assumes that phenomenon under study is free from researchers’ influence while subjects assumes that social phenomenon is a result of perceptions or interpretations and understanding of researchers (Saunders et al., 2006). Another branch of ontology is subjectivism. This form philosophy holds a view that social phenomenon is created from perceptions and consequent actions of social actors (Saunders et al., 2009). 
Epistemology is one of the two most important branches of philosophy that is concerns about what constitutes acceptable knowledge in a field of study (Saunders et al. 2009). This category of research view assumes that the world is independent of researchers and their personal views have no influence on the results, hence, data collected are bias free. The branch is also divided into two sub-branches; positivism and interpretivism. 
As it was pointed out by Gray (2014), there is a close relationship between objectivism and positivism as both argue that the reality exists external to the researcher and must be investigated. This study was followed the two philosophies of positivism and objectivism that emphasize Factors affecting small and medium enterprises performance of phenomena of study independent of researchers and use of data for generalization. The choice of the philosophies is led by the fact that this study aims to measure determine the Finance, Legal and Regulatory, Culture of entrepreneurs and Managerial impact Performances of SME in African community. It was also used a questionnaire to ensure consistence of asking similar questions to various respondents and avoid biases from the researcher.
3.3 Research Design


The research adopts a case study design and descriptive design was focused on Factors affecting Tanzanian small and medium enterprises performance in East Africa community market; Case studies are in depth investigations resorting to a complete well-organized feature for the subject being studied. The study were investigating a certain aspect intensively and comprehensively to get the background aspect and the current status. This idea was borrowed from (Mugenda and Mugenda, 2003) who define case study as an in-depth investigation of an individual, group, institution or phenomenon. The study is viewed as an example of a class of events or group of individuals or institution.   
Descriptive design structures are primarily concerned with addressing specific aspects of a particular subject. A brief descriptive study design was adopted in this study and information was collected using structured interviews and questions. Both high-level data and value to be collected. The study has therefore taken the study seriously as it has led to the collection of reliable data describing Factors affecting the performance of small and medium-sized enterprises in Tanzania in the East Africa Market, the Dar es Salaam region as a case of study.
3.4 Research Approach

The study was focused on evaluation approach. The evaluation approach is formative type of evaluation, particularly in determining Factors affecting the performance of small and medium-sized enterprises in Tanzania in the East Africa Market, the Dar es Salaam region as a case of study. The evaluation was focused on getting information’s performance of small and medium-sized enterprises
3.5 Description of the Study Area

The research was conducted in Dar es Salaam region particularly in the streets which are found in Ilala City Council Dar es Salaam region. The study area was contained the financial management officer, wholesaler, Retailers, Service Sector administrative officers, banking and its efficiency. Also, Dar es Salaam region is the largest market in Tanzania where different SME’s operation takes place. Hence this area was easy to survey data of the research. and the reasons for selecting mentioned area includes; first most business are located in such areas, second proximity of the areas, and third large population of SMEs from other region of Tanzania and outside Tanzania
3.6 Target Population

Since the research was concentrated on the factors affecting Tanzanian small and medium enterprises performance in East Africa Community Market, a case of Dar es Salaam region, the population of the study comprised of all entrepreneurs in Dar es Salaam region from the micro, small and medium sized enterprises. From the records of City Council of Dar es Salaam, there are 1376 registered business operators in each tax region. The businesses in operation are mainly in Cosmetics, clothing, hardware, other services and car and motor cycle spare parts (Ilala city council report, 2020).
3.7 Sample and Sampling Techniques

Sampling is the act, process, or process of selecting the appropriate sample, or the representative part of the people for the purpose of determining the parameters or characteristics of the whole population. It is the basis of human-derived sample units (Mugenda, 2003). A subset is any combination of sample units that do not include the entire set of sample units defined as human. The number of people referred to is a specific group associated with a particular subject. The total number of cases related to specific specifics describing the items included or not included in the target group, in my study which are the vendors of the Dar es Salaam Region Market.
The target groups in this study are SMEs in various categories was represented at the appropriate size at which a conclusion can be made. The study was used a simple method of staff recruitment, especially a sample of total diversity (different sample) indicating different types of attributes, character, experience, events, attributes, circumstances, and so on. The basic goal of high-resolution selection is to gain a better understanding of the phenomenon by looking at it from all angles.
3.7.1 Sample Size

A good and proper selected sample ought to be a good representative of the whole population thus, during the selection of a sample a carefully selection was made, since that a well and optimum selected sample was flexible, efficient and reliable to give relevant information on behalf of the whole population hence the size of the sample should not be too small or too large in order to get relevant and better required information. Thus, in choosing respondents particularly key informants, possess special knowledge related to study was made in order to gather relevant information required for the study.
Whereas a sample of 1376 individuals was chosen via a random sampling technique and, the following mathematical formula was used to calculate the samples size from the targeted population and adopted sample size formula derived from (Mugenda and Mugenda, 2015)  
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Where,

n = sample size,

N = target population which is 1376 SME’s,

e = sample error (10%)

n= 1376/[ 1+1376(0.1)^2]

n=274

Therefore, sample size is 274.
3.8 Methods of Collecting Data

In this study the researcher will use both primary and secondary data sources. Primary data was collected by using both structured and unstructured interview including self-administered questionnaires. Secondary data help the researcher to get previous and present information that assist the researcher in drawing meaningfully conclusions and recommendation, the researcher explored books and statistical data from different sources/records such as files, research reports, councilor’s minutes, abstract accounts and other documents that were traceable.
3.9 Tools of Data Collection

3.9.1 Questionnaire

In this tool a questionnaire were sent to the respondents concerned with requests to answer the questions and return the questionnaire. A questionnaire is consisting of a number of questions printed or typed in a definite order on a form or set of forms. The questionnaire was posted to respondents who expect small and medium enterprises (SME’S) to read and understand the questions and write down the reply in the space meant for the purpose in the questionnaire itself. 
The respondents answer the questions on their own (Schindler 2000). This method was helpful to researcher because it has low cost even when the space is large and is widely spread geographically, it is free from the bias of the interviewer; answers are in respondents’ own word, Respondents have adequate time to give well thought out answers, Respondents, who are not easily approachable, can also be reached conveniently, large samples can be made use of and thus the results can be made more dependable and reliable. In this method of data collection both open and closed ended questionnaires was used to obtain data from distant respondents, furthermore, it gives a time for respondents to reflect and then to provide an accurate answer (Kothari, 2004).
3.10 Model Specification 

The study was used multivariate regression analysis to establish relationship between the independent variables and the dependent variables by the use of the following regression. 

Model 
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Y= Performances of SME (Dependent Variables) 
X1 to X4 = Independent variables 

X1 Access to finance 

X2 = Legal and Regulatory framework 

X3 = Cultural determinants 

X4 = Managerial ability

 ß0 = Coefficient of model 

ß1 to ß4 = Beta Coefficient of determination 

€ = Stochastic error term 
3.11 Data Analysis Procedures

3.11.1 Qualitative Data

Qualitative data was analyzed using descriptive statistics, means, frequency and standard deviation. The questionnaire was checked for completion. Mugenda and Mugenda (2013) further noted for applied policy research where the objectives of the investigation are predefined, and a specific outcome or recommendations are expected. They further noted that data collected from the field work is difficult to be interpreted unless it is cleaned, coded and analyzed. Finally, these entries was used to define concepts, map the range and nature of phenomena, create typologies and find associations between themes with a view to providing explanations for the findings (Orodho, 2012). The open-ended questions of the questionnaire was analyzed in the same way. In addition, the frequencies of statements relating to certain topics was counted. The topics was then ranked accordingly. 
3.11.2 Quantitative Data

The quantitative questionnaire data was analyzed using inferential statistics with the aid of (statistical packages for social sciences) SPSS version 20.1. Based on the findings of the descriptive analysis further analysis was used to give the outcome; discuss the findings and conclusion drawn. The data was analyzed using simple inferential statistics such as percentages, means, modes, standard deviation and frequencies. 
3.12 Reliability

Kothari (2009) provides a definition of reliability as the degree to which an instrument measures what it is supposed to measure. In order to ensure that the results are reliable, the same sets of questions was asked. Therefore, since all informants was interviewed separately, subject bias was controlled to a large extent. Cronbach's alpha was used to measure reliability. Researchers aiming to determine Reliability using the test-retest method generally predict the Reliability by using the Pearson correlation coefficient or comparing the data using the t-test (Oluwatayo, 2012).
 It should be remembered that the population from which the sample data comes must have a normal distribution in order to perform the T-test. Although there are different opinions in the literature regarding the interpretation of the obtained data, the general opinion is that a correlation value of 0.80 and above indicates that the measuring instrument provides test-retest Reliability. Also, the researcher used the Cronbach alpha coefficient as a measure of “the internal consistency of the six scales”. That “the Cronbach alpha reliability coefficient for each scale, using an individual SMES as the unit of analysis, ranged between 0.87 and 0.70” which they considered “generally satisfactory. 
3.13 Validity

Validity as explained by Saunders et al (2009) is concerned with whether the findings are really about what they appear to be about. It is the relationship between two variables. Kothari (2009) adds that, validity is the degree to which an instrument measures what it is supposed to measure. An expansion of the meaning validity has given by Kombo and Tromp (2006) as the accuracy or meaningfulness and technical soundness of the research. It is a measure of how well a test measure what it was supposed to measure. 
In order to test the validity of the data collection instruments, the researcher were conducted a pilot study, the aim for the pilot study get information from informants that enable the researcher to modify and improve the research instruments.  Before the main survey that to be conducted, the researcher makes cross check trainings in order to solve inconveniences that might happen. Hence a pretest survey that helped the enumerator to administer valuation survey as well as to check the wording and structuring of the questionnaire to be conducted. Under this study was adopted a constructive validity on whether you can draw inferences about test scores related to the concept being studied.
3.14 Ethical Considerations of the Study

The researcher first of all were ensured there a letter of authorization from the Open University of Tanzaniaauthorizing researcher to go ahead and collect research data, then additional authorization letter from government of Tanzania is required. The researcher was guided by the following ethics during the period of the study; Honesty- the research strived for honesty in all communications. Honestly report data, results, methods and procedures, and publication status. Objectivity- the researcher was strived to avoid bias in experimental design, data analysis, data interpretation, peer review, personnel decisions, grant writing, expert testimony, and other aspects of research where objectivity is expected or required. Integrity- the researcher kept promises and agreements; act with sincerity; strive for consistency of thought and action.
CHAPTER FOUR

DATA ANALYSIS, PRESENTATION AND INTERPRETATION

4.1 Overview

This chapter contains data analysis, presentation and discussion of the findings from the data found from the study area in Dar es Salaam regional Markets. The results and discussion focused on answering the identified research questions by the justifiable evidence from the field respondents, in order to meet the specific objectives of the study. The thorough analysis in response to each question posed by the study was made. 
The main objectives of this study are to assess the factors affecting Tanzanian small and medium enterprises performance in East Africa community market” A case of Dar es Salaam region. The Dar es Salaam region contains SME’s of different sectors such as wholesaler, Retailers, Service Sector, and customers (clients) who are useful in operations of the different services and its efficiency. The study’s specific objectives were broken down into four specific objectives and hence providing focus to the study. 
The study firstly investigate how access to finance affects Tanzanian small and medium enterprises performance in East African Community Market, secondly determine how legal and regulatory framework affect Tanzanian small and medium enterprises performance in East African Community Market, thirdly evaluate how culture values of individual entrepreneurs affect success of Tanzanian small and medium enterprises performance in East African Community Market and finally determine how lack of managerial skills affect Tanzanian small and medium enterprises performance in East African Community Market. The results were from the analyzed data which were found from questionnaires. Results were presented by using tables, charts and graphs. In data analysis, explanations and descriptions have been provided where necessary followed by discussion.
4.2 Questionnaire Response Rate

This is the rate at which the selected (sampled) population/respondents have answered and revealed the required relevant information in the research questionnaires that had been distributed to them by the researcher to meet the study general and specific objectives. A total number of 274 questionnaires were provided to respondents; out of 274 questionnaires 200 questionnaires were returned filled representing a response rate of 72.98 percent. The remaining 74 questionnaire could not be filled since some of the respondent’s misplaced questionnaire on their activities and others failed to complete the given questionnaires. According to Mugenda (1999) response rate of 50% and above is a good response rate and that it makes it satisfactory rate for statistical reporting. Hence, 72.98% is materially significant to present the entire population. Table 4.1 shows the response rate of the sampled population in Dar es Salaam Markets.

Table 4.1: Response rate at Dar es Salaam Markets

	Response to questionnaires
	Frequency
	Percentage (%)

	Filled in Questionnaires
	200
	73

	Unfilled/Unreturned Questionnaires
	74
	27

	Total
	274
	100


Source: Research Findings, 2022.

4.3 Socio-Demographic Characteristics of the Respondents

The study comprised of a diverse character of the respondents. The diversity of the respondents ranges from the sex and educational background. The study went through the entire proposed study population from the proposed study area to gather insights from the total sample size of 274. Toward assessing the factors affecting Tanzanian small and medium enterprises performance in East African Community Market” A case of Dar es Salaam region in their operation, all participants were obtained from the designated study area of study and the responses below are presented in cross tabulation and graphs starting with sex responses, age, working experiences and also education background of all respondents of the study which were revealed from their responses and observation.
4.3.1 Sex of Respondents 

The sex of the respondents involved in the study was gathered for the purpose of understanding respondents’ participation in gender basis towards performing their daily businesses in the study area as presented in Figure 4.1. This was important since national policies’ framework identify gender framework as the basic mechanism of operating any intervention for women and men to be given chances to represent their views and equally participate in business. The gender characteristics of respondents operating small and medium enterprises in Dar es Salaam Markets are dominated by males 65% against females who are 35%. The gender representation of the respondents indicates that, views on factors affecting small and medium enterprises in Dar es Salaam were represented by all gender, and no single opinion can be attributed to a particular gender. 
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Figure 4.1: Sex Characteristics of Surveyed SMEs

Source: Research Findings, 2022.
Females are few in number in the SMEs sector mainly because of their limited access to capital. Women have limited collateral and in addition they have to attend to other house chores which leave them with limited time to do business. As such, they are limited in their operations to SMEs.
4.3.2 Age of Respondents

The ages of respondents were gathered for the purpose of understanding the SME’S ages group from youth to adult basing on their knowledge, skills and ability in performing their daily operation in the particular business shown in figure 3, the study considered ages since it is an important instrument towards understanding ability on the influence and intention performance in East African Community Market. Majority of the respondents operating SMEs in Dar es Salaam Markets are dominated by age group 29 to 39 years who constitute 42%, followed by 40 to 50 years at 34% and 18 to 29 years who constituted 24% as tabulated in figure 4.2.
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Figure 4.2: Age Characteristics of Surveyed Population

Source: Researcher, 2022.
4.3.3 Respondents’ Level of Education
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Figure 4.3: Education Level of Respondents

Source: Researcher, 2022
The level of education of respondents was gathered for the purpose of understanding their knowledge, skills and ability in business operation. The study considered education since it is an important instrument towards understanding the intention to East African Community Market in small and medium enterprises. Towards ascertaining education levels for the study respondents, the study went through all respondents to ascertain the level in which everyone poses. Figure 4 shows the findings obtained concerning the level of education through the questionnaires from the respondents.
From the figure 4.3, the study findings revealed that the majority (43.3 %) of the respondents possessed secondary level of education followed by the 16.7% of all respondents who had the primary level education. Finally, the study findings further found that 13.3% of all respondents possessed diploma and degree only 6.7% of all respondents possessed basic technician certificate and 6.7% possessed Masters’ degree level of education. The implication from what was obtained from the study area showing the moderate level of education among respondents, hence implying Moderate knowledge on East Africa community market operation.
4.3.4 Distribution of Respondents by Period of Service

The research sought to determine the length of time the SME’S have been working. Responses based on period of service provision to the respondents in figure 4. The study revealed the time of services experiences in which study respondents’ have worked operated. The working experience of the workers was gathered for the purpose of understanding their potential knowledge, skills and ability over time on influence and intention on East African Community Market oparation for small and medium enterprises 
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 Figure 4.4: Respondent's Business Operation Experiences
Source: Researcher, 2022
According to the frequencies those respondents who have served for 2 to 3 years represents 36.7% being the majority rating as opposed to the least service provision of 16.7% representing less than two years. This implies that they have done the business for quite a while and that their experience in on East African Community Market operation. This shows that the respondents were well competent with information on East Africa community market operation 
4.4 Access to Finance Affects Tanzanian SMEs Performance in East African Community Market

Respondents were asked several questions on access to finance as factor affecting small and medium enterprises performance in East African Community Market and the response were as follows; on ease of access becomes considerably more important in the context of getting loans 51% strongly agreed, 23% agreed, 5% were neutral and 12% disagreed while 9% strongly disagreed; second question was if respondents gets Restriction of finance regarding SMEs 22% strongly agreed, 54% agreed, 6% were neutral and 11% disagreed while 8% strongly disagreed; third question asked was if provision of loans by relatives and friends incase business capital 13% strongly agreed, 23 % agreed, 12% were neutral and 36% disagreed while 16% strongly disagreed and lastly was if provision of grants by government to SMEs 40% strongly agreed, 26% agreed, 8% were neutral and 17% disagreed while 10% as shown in table 4.2
Table 4.2: Access to Finance among Small and Medium Enterprises
	Research question
	Strongly agree
 
	Agree  
	Neutral
	Disagree
	Strongly disagree 

	Ease of access becomes considerably more important in the context of getting loans.
	102
	51%
	46
	23%
	10
	5%
	24
	12%
	18
	9%

	Restriction of finance regarding SMEs.
	43
	22%
	108
	54%
	12
	6%
	22
	11%
	1
	8%

	Provision of loans by relatives and friends incase business capital.
	26
	13%
	46
	23%
	24
	12%
	72
	36%
	32
	16%

	Provision of grants by government to SMEs.
	79
	40%
	51
	26%
	16
	8%
	34
	17%
	20
	10%


Source: Researcher, 2022
The study findings are in agreement with other studies done across Africa, Ngobo (2017), Kibera and Kiberam (2017) and Chijoriga and Cassiman, (2014) point to finance as one of the key constraints to small enterprise growth and even affects Tanzanian SMEs performance in East African Community Market. SMEs owners cannot easily access finance to expand business and they are usually faced with problems of collateral, feasibility studies and the unexplained bank charges. 

4.4.1 Respondents Sources of Business Capital  

As shown in table 4.3 respondents were asked to indicated sources of business capital, Majority 48% indicated personal savings, 28% indicated women and youth fund while 20% indicated family and friends and finally 4% indicated bank loan. 
Table 4.3: Respondent’s source of business capital

	Category 
	Frequency 
	Percentage 

	Bank loan 
	8
	4

	Family and Friends 
	40
	20

	Personal Savings 
	96
	48

	Women and Youth Fund 
	56
	28

	Total 
	200
	100


 Source: Researcher, 2022
Respondents were asked the process of getting a loan from the bank. The study revealed that the SMEs were not comfortable with the interest rate and felt that this was the main financial impediment for business growth with 96% of the respondents indicating that financial information and time-consuming loan enforcement mechanism affected business growth and affects Tanzanian SMEs performance in East African Community Market. Another parameter that affected operations of business was the lack of collateral for loans; respondents also felt that the transaction costs for loans were very high. SMEs owners prefer to use personal savings and contributions from relatives because they find it very difficult to access financing from commercial banks due to strict requirements and affects Tanzanian SMEs performance in East Africa Community Market. 
The study concludes that the stringent requirements to access finances are the main reason why most SMEs cannot access finances and affects Tanzanian SMEs performance in East African Community Market. This is in line with a study conducted by the Financial Sector Deepening Kenya (FSD, 2018) , which showed that SMEs face numerous hurdles in accessing finance, denying them an important growth line at best or accessing it at a very high cost. The study alludes that access to finance is being constrained by exacting legal requirements by banks and other finance institutions, lack of a standardized and shared information registry and expensive and time-consuming enforcement mechanisms. 
4.5 Legal and Regulatory Framework Affect Tanzanian Small and Medium Enterprises Performance in East African Community Market

 Respondents were asked several questions on Legal and regulatory framework affect Tanzanian small and medium enterprises performance in East African Community Market and the response were as follows; on the ability and ease of  access to license to operate SMEs 43% strongly agreed, 25% agreed, 7% were neutral while 17%  disagreed and 9% strongly disagreed; second question was if the provision of tax holidays or exemptions by the government 12% strongly agreed, 22 % agreed, 12% were neutral and 38% disagreed while 16% strongly disagreed; third question asked was if protection of SMEs from external competition and from multinational companies 52% strongly agreed, 23 % agreed, 5% were neutral and 13% disagreed while 8% strongly disagreed and the fourth question was affordability of license to operate SMEs in East African Community 22% strongly agreed, 54% agreed, 6% were neutral and 11% disagreed while 8% strongly disagreed as shown in table 4.4
Table 4.4: Legal and Regulatory Framework as Factors affecting SMEs

	Research question
	Strongly agree
	Agree
	Neutral
	Disagree
	Strongly disagree

	Ability and ease of access to license to operate of SME in Africa community market
	(86)
	43%
	(49)
	25%
	(13)
	7%
	(34)
	17%
	(18)
	9%

	Provision of tax holidays or exemptions by the government to East Africa community market.
	(24)
	12%
	(44)
	22%
	(24)
	12%
	(76)
	38%
	(32)
	16%

	Protection of SMEs from East Africa community market competition and from Multinational companies
	(103)
	52%
	(45)
	23%
	(10)
	5%
	(26)
	13%
	(16)
	8%

	Affordability of license to operate SMEs in East Africa community market
	(44)
	22%
	(107)
	54%
	(11)
	6%
	(22)
	11%
	(16)
	8%


Source: Researcher, 2022 
The findings are in agreement with a study conducted by Wanjohi (2019). Unfavorable regulatory environment does not only scare away potential investors but also squeeze revenues for those in operation. These calls for County and National government to create conducive legal and regulatory business environment that will facilitate the growth and development of SMEs in order to perform in East Africa Community Market. Respondents were asked to indicate how long it takes to get a license for operation majority indicated 1 to 3 months before obtaining the original permit, Other than license respondents were asked if there are any other requirements needed to start up a business, they outlined factors like trading license, fire clearance certificate, an advertising signage license, health certificate, and a food hygiene license. 
4.6 How Culture Values Affect Success of Tanzanian Small and Medium Enterprises Performance in East African Community Market

Respondents were asked several questions on cultural factors as culture values of individual entrepreneurs affect success of Tanzanian small and medium enterprises performance in East African Community Market and the response were as follows; on learning business skills from parents and family members which contributed to your business success 65% strongly agreed, 31% agreed, 4% were neutral and none  disagreed or  strongly disagreed; second question was if punishment by parents during childhood for failing to be successful in some activities 6% strongly agreed, 6% agreed, 3% were neutral, 10% disagreed and 76% strongly disagreed; 
Table 4.5: Cultural Factors
	 Research question
	Strongly agree 
	Agree 
	Neutral 
	Disagree 
	Strongly disagree 

	Learning business skills from parents and family members which contributed to your business success. 
	(130)
	65%
	(62)
	31%
	(8)
	4%
	0
	0%
	0
	0%

	Punishment by parents during childhood for failing to be successful in some activities 
	(11)
	6%
	(12)
	6%
	(6)
	3%
	(19)
	10%
	(152)
	76%

	Personal desire to be independent since childhood and its influence on your business success. 
	(142)
	71%
	(46)
	23%
	(12)
	6%
	0
	0%
	0
	0%

	Hard work and internal focus of control and its contribution to the success of your business 
	(130)
	65%
	(62)
	31%
	(8)
	4%
	0
	0%
	0
	0%

	Peer group generates very strong influences on young people’s behavior in relation to success in business 
	(25)
	13%
	(44)
	22%
	(24)
	12%
	(76)
	38%
	(31)
	16%


Source: Researcher, 2022 
Third question asked was if personal desire to be independent since childhood and its influence on your business success 71% strongly agreed, 23% agreed, 6% were neutral and none  disagreed or  strongly disagreed; the fourth question was  if hard work and internal focus of control and its contribution to the success of your business 65% strongly agreed, 31% agreed, 4% were neutral and none  disagreed or  strongly disagreed and final question was if  peer group generates very strong influences on young people’s behavior in relation to success in business 13% strongly agreed, 22% agreed, 12% were neutral and 38% disagreed while 16% strongly disagreed as shown in Table 4.5.
Respondents were asked if family upbringing played any roles in their business acumen, 42% indicated they acquired business training through seminars and workshops organized by microfinance institutions and commercial banks while 58% indicated through formal training in colleges and university, then explain if ‘NO’ then explain how you acquired business skill. 32% indicated that their parents operate similar business. The findings concur with Nasser (2013) and Rwigema and Venter (2014) cultures that emphasize achievement and social recognition for all forms of entrepreneurial success are more conducive to entrepreneurship. Communities with low entrepreneurial culture may discourage entrepreneurs, who fear social pressure and being ostracized and also affect Tanzanian small and medium enterprises performance in East African Community Market.
4.7 How Lack of Managerial Skills Affects Tanzanian Small and Medium Enterprises Performance in East African Community Market

Respondents were asked several questions on managerial skills affects Tanzanian small and medium enterprises performance in East Africa Community Market and the response were as follows; on having studied entrepreneurship in high school, college and university and its contribution to business startup 52% strongly agreed, 21% agreed, 6% were neutral and 13% disagreed while 9% strongly disagreed; second question was if the ease of access to managerial skills from government institutions 13% strongly agreed, 23 % agreed, 12% were neutral and 37% disagreed while 16% strongly disagreed; third question asked was if the use of the skills learnt during training in running your business and contributes to its success 65% strongly agreed, 31 % agreed, 4% were neutral and none disagreed or strongly disagreed as shown in table 4.6

Table 4.6: Managerial Skills
	Research question
	Strongly agree
	Agree
	Neutral
	Disagree
	Strongly disagree

	Having studied entrepreneurship in high school, college and university and its contribution to business startup. 
	(104)
	52%
	(42)
	21%
	(11)
	6%
	(25)
	13%
	(18)
	9%

	Ease of access to managerial skills from government institutions 
	(26)
	13%
	(46)
	23%
	(24)
	12%
	(73)
	37%
	(31)
	16%

	Use of the skills learnt during training in running your business and contributes to its success. 
	(130)
	65%
	(62)
	31%
	(8)
	4%
	0 
	0%
	0 
	0%


Source: Researcher, 2022 

The findings are in line with findings by Thapa (2017) who indicates that there is a positive association between education and small business success. The likelihood of failure was also found to be associated with the owner/manager’s work experience prior to business launch and education. Human capital is the most critical agent of SME performance. Research by King and McGrath (2012) indicates that education and skills are needed to run micro and small enterprises. They further suggest that those with more education and training are more likely to be successful in the SME sector on Tanzanian small and medium enterprises performance in East Africa Community Market. 

The result indicated that the majority of the respondents had secondary level of education, 42% indicated they acquired business training through seminars and workshops organized by microfinance institutions and commercial banks while 58% indicated through formal training in collages and university. Finally responded agreed that education plays an important role in managing business. Education and skills are needed to run micro and small enterprises. Research shows that majority of the l respondents carrying out micro and small enterprises in Tanzania are not quite well equipped in terms of education and skills. Studies suggest that those with more education and training are more likely to be successful in East African Community Market. 

CHAPTER FIVE

SUMMAY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Overview

This chapter provides a summary of the study, discussions and conclusions drawn from the study conducted. The researcher then presents the major limitations of the study and the recommendations for both the research and for the policy change and practice. 
5.2 Summary 

The study sought to establish the factors affecting Tanzanian small and medium enterprises performance in East African Community Market” A case of Dar es Salaam region. A total of 274 questionnaires were administered and the study managed to obtain 200 completed questionnaires representing 73% response rate. The questionnaires contained questions that addressed the objectives of the study. 
5.2.1 Access to Finance Affects Tanzanian SMEs Performance in East African Community Market

After analysis, the study has established that access to finance is a very important ingredient in starting and sustaining success of the business. Most of the people interviewed had access to capital through personal savings. A frequent excess to capital exposes businesses in Dar es Salaam Markets to better opportunities to a great extent while it also leads to improved business performance. The study also found out that access to capital for businesses is very challenging to a great extent, not all the relatives are willing to loan them out. Overall, access to finance affects the performance of business East African Community Market and this exposes them to the dangers of closing down businesses. SMEs owners cannot easily access finance to expand business and they are usually faced with problems of collateral, feasibility studies and the unexplained bank charges. 
5.2.2 Legal and Regulatory Framework Affect Tanzanian Small and Medium Enterprises Performance in East African Community Market

The study established that the business owners faced steep legal and regulatory framework measures in running their businesses. Only those who complied with the law are allowed to operate businesses. The entrepreneurs also said they face a lot of competition from Multinational companies who have more resources to continue operating Community Market. Respondents said obtaining licenses takes at least one to three months to get original permit, Other than license respondents are facing an additional trading license, a fire clearance certificate, an advertising signage license, health certificate, and a food hygiene license among others. 
5.2.3 Culture Values of Individual Entrepreneurs Affect Success of Tanzanian Small and Medium Enterprises Performance in East African Community Market

According to the study, most of the responders have agreed that culture is one of the factors that led to their success in East African Community Market, with many expressing that their family upbringing and the recognition by the community contributed to their success. Cultures that emphasize achievement and social recognition for all forms of entrepreneurial success are more conducive to entrepreneurship. Communities with low entrepreneurial culture may discourage entrepreneurs, who fear social pressure and being ostracized. 

5.2.4 Managerial Skills Affect Tanzanian Small and Medium Enterprises Performance in East Africa Community Market

The study found out that majority of the respondents are educated and have done at least secondary education and above. Others have diplomas and bachelor degrees citing education as one of the factors that has helped them in running their businesses. The study further found out that availability of managerial skills and experience affects businesses in Dar es Salaam Market to a great extent while the respondents felt that training on managerial skills are required in the businesses to a great extent. Further, the respondents reported that they do not get trainings on business management skills frequently. Overall, availability of managerial experience affected business performance only to a moderate extent in East Africa Community Market. 
5.3 Conclusion  

The objective of the study was to establish the factors affecting Tanzanian small and medium enterprises performance in East African Community Market, A case of Dar es Salaam region. The study found that access to finance affect success of enterprises among Dar es Salaam markets, with most of the entrepreneurs saying their businesses are dependent on capital which they get from their saving with some respondents saying their relatives help them in raising capital. Legal regulation is another factor affecting business given that there are a lot of regulations along the way before business see the light of the day. 
Cultural factors play a role in one success in the enterprises with respondents saying their upbringing play important role in their success in business. The study concludes that access to finance, laws and regulation and availability of management experience are the key socio-economic factors affecting the performance of businesses among Dar es Salaam Market. These have the potential of leading to improved business performance in East African Community Market. The other key factor that was found to affect performance of micro and small enterprises in Dar es Salaam Markets positively is cultural factors that favor business acumen.  
5.4 Recommendation  

5.4.1 Access to Finance   

The study found out that most SMEs prefer to use personal savings and contributions from relatives because they find it very difficult to access financing from commercial banks due to strict requirements such as collateral security and high repayment costs. The study therefore recommends that banks and other credit giving financial institutions should come up with creative policies that make it easy for the SMEs to access financing.  
5.4.2 Laws and Regulatory Framework 

The study recommends that governments of Tanzania should reduce the time taken to obtain license by reducing bureaucracy and illuminating some hurdles along the way. In comparison to Tanzania, business environment, the process of obtaining business takes only five working days in Rwanda to get a license to operate a business while it takes only two weeks in Kenya. The government of Tanzania should also protect small and medium enterprises from big business who tend to disadvantage smaller businesses that are coming up. The laws favoring start up and growth of SMEs should be formulated. 
5.4.3 Cultural Factors 

While there is no culture that is against or pro entrepreneurship; the study recommends that parents encourage their children to be independent at the younger age to avoid dependency syndrome. A child taught to be always independent would lean toward starting up their own businesses. The communities should continue encouraging those trying to be independent and celebrate those running their own businesses. Any behavior that encourages laziness should be abandoned. 
5.4.4 Availability of Managerial Skills 

The government should start offering basic business and financial management skills as this will enable the Dar es Salaam markets SMEs to make informed investment decisions.  This will enhance their entrepreneurial skills that enable them to recognize and exploit the available business opportunities. Parents should also offer training to kids that have shown interest in businesses. 
5.5 Areas for Further Research Study 

This study was concerned with the factors affecting Tanzanian small and medium enterprises performance in East African Community Market, A case of Dar es Salaam region. It did not cover the whole country; therefore, further research is needed covering all the markets in the country to find out whether the same factors are affecting other traders and research that covers medium and large farms. Researchers are encouraged to research on them.  In future, other SMEs in other towns should be involved to enable the researcher to make adequate conclusions. This research didn’t concern itself with the challenges and possible solutions hindering SMEs from accessing financing by credit giving institutions. 
In future, researchers should strive to establish the challenges and the possible solutions.  A comparison should be done between the financial performance of SMEs that have received microcredit and the ones that have not received the financing. This will help in shedding light on whether accessing microcredit helps the SMEs to perform better than other business in East African Community Market. 
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APPENDICES

APPENDIX I: FACTORS AFFECTING TANZANIAN SMALL AND MEDIUM ENTERPRISES PERFORMANCE IN EAST AFRICAN COMMUNITY MARKET A CASE OF DAR ES SALAAM REGION. 
INTRODUCTION

Dear Respondents,

My name is Alfa Stanley Bigeni, with a Registration Number PG201900113, I am a bona fide student in The Open University of Tanzania, pursuing Masters of Business Administration in Finance, I am conducting a study entitled “Factors affecting Tanzanian small and medium enterprises performance in East Africa Community Market: a case of Dar es salaam region”. This study is only for academic purpose and data collected will be kept confidential and will only be used for the purpose of this study. I would like to invite you to participate in the study freely and to provide information to the best of your knowledge. 
Thank you in advance.
Instructions:

· Please complete the attached questionnaire and return it accordingly.

· Do not write your name anywhere in this paper.

· For multiple-choice questions tick only the chosen item(s) and for explanations questions, the space to fill in is given below where you are required to write.
· Tick (√) the appropriate answer in the box opposite to the correct answer OR explain briefly as per instruction of the respective question.
Thank you in advance for your cooperation.

Gender? 
(Tick one) 
Male   (  )  
Female (   )  

1. What is your age group? 


(i)   18-28Years (   )   ii) 29-39 years (   ) iii) 40-50 years (   )   



3. What is your highest level of education? (Tick one) 

(i) Secondary (   ) 

(ii) College (  )  

(iii) Graduate (  ) 

4. What type of business do you run? Tick any 

i) Cloth shop (  )    ii) Pharmacies (  )   iii) Restaurants (   )   

iv) Butcheries (  ) v) Retail shops () 

5. How long have you been in business? 

i) 1 to 11 months ( )   ii) 1-4 years (  )   iii) 5-10 years (  )   iv) 11-20 years (  ) 

PART B: MAIN ISSUES OF THE STUDY  

Please indicate your overall evaluation of all part B sections that applies to your business by placing a check mark X in the relevant box below using the following scale; 


Strongly Agree (SA) 
Agree (A) 
Neutral (N)  


 Disagree (D) 

Strongly Disagree (SD) 

	Access to Finance 
	SA 
	A 
	N 
	D 
	SD 

	1. Ease of access becomes considerably more important in the context of getting loans 
	
	
	
	
	

	2. Restriction of finance regarding SMEs? 
	
	
	
	
	

	3. Provision of loans by relatives and friends incase business lacks capital. 
	
	
	
	
	

	4. Provision of grants by government to SMEs? 
	
	
	
	
	


6. Explain how you got capital to start up your business? 

…………………………………………………………………………………………………………………………………………………………………………………

7. What is the process of getting a loan from the bank? Please explain the process. 

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

8. How often do relatives come to your aid in case your business needs more capital? 
…………………………………………………………………………………………………………………………………………………………………………………

………………………………………………………………………………………..
	Legal and Regulatory framework 
	SA 
	A 
	N 
	D 
	SD 

	1. Ability and ease of access to license to operate of SME in Africa Community Market 
	
	
	
	
	

	2. Provision of tax holidays or exemptions by the government to East Africa Community Market. 
	
	
	
	
	

	3. Protection of SMEs from East African Community Market competition and from Multinational companies 
	
	
	
	
	

	4. Affordability of license to operate SMEs in East African Community Market
	
	
	
	
	


9. Does government provide sources of cheaper capital to start up business? If yes, then please explain this process 

10. How much and how long does it take to get a license for operation?  

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

11. Other than license is there any other requirements needed to start up a business? please explain 

	Cultural factors 
	SA 
	A 
	N 
	D 
	SD 

	1. Learning business skills from parents and family members which contributed to your business success. 
	
	
	
	
	

	2. Punishment by parents during childhood for failing to be successful in some activities 
	
	
	
	
	

	3. Personal desire to be independent since childhood and its influence on your business success 
	
	
	
	
	

	4. Hard work and internal locus of control and its contribution to the success of your business in East African Community Market  
	
	
	
	
	

	5. Peer group generates very strong influences on young people’s behavior in relation to success in business East African Community Market. 
	
	
	
	
	


12. Do you and your colleagues fully comply with stated requirements above? 

………………………………………………………………………………………

13. Did your family upbringing play any roles in your business acumen? If yes, then explain if no the explain how you acquired business skill 

………………………………………………………………………………………

Is any of your parents a business person? If yes, what type of business?  ………

………………………………………………………………………………………

14. How do people in your village view your success? Do they encourage you to succeed? 

Please briefly tell us the way you are encouraged. 
………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………………………………

	Managerial skills in operating in East African Community Market
	SA 
	A 
	N 
	D 
	SD 

	1. Having studied entrepreneurship in high school, college and university and its contribution to business startup in East African Community Market. 
	
	
	
	
	

	2. Ease of access to managerial skills from government institutions  
	
	
	
	
	

	3. Use of the skills learnt during training in running your business and contribute to its success 
	
	
	
	
	


15. Have you ever attended any course regarding business management and for how long? 

………………………………………………………………………………………

16. Do you believe education plays an important role in managing your business in East African Community Market? In what way, please explain. 

………………………………………………………………………………………

………………………………………………………………………………………

Thank you for your patience

APPENDIX II: WORK PLAN

	Item
	Activity
	Time line

	
	
	Jan-April 2022
	May 2022
	July 2022
	August  2022

	3
	Writing a research proposal
	
	
	
	

	4
	Supervisor comments and Corrections
	
	
	
	

	5
	Proposal Seminar presentation
	
	
	
	

	6
	Data collection & Analysis
	
	
	
	

	7
	Writing research report
	
	
	
	

	8
	Presenting research to Supervisor
	
	
	
	

	9
	Incorporating Supervisors comments
	
	
	
	

	10
	Final research paper
	
	
	
	

	11
	Review by external examiner
	
	
	
	

	12
	Paper’s presentation & publications
	
	
	
	

	13
	Corrections as per comments
	
	
	
	

	14
	Viva Voce & amendments
	
	
	
	

	15
	Final Thesis bound books
	
	
	
	


APPENDIX IV: BUDGET

	Items details
	Amount (TZS.)

	Stationery
	200,000

	Typing and editorial
	400,000

	Printing questionnaire for pilot testing and data collection
	350,000

	License for IBM - SPSS Version 27
	400,000

	Research Assistants (2)
	300,000

	Transport  for data collection
	200,000

	Internet connection
	150,000

	Communication
	200,000

	Data Analysis
	600,000

	Type setting
	100,000

	Proof reading
	150,000


	Printing, binding, photocopying of draft reports
	400,000

	Contingency
	300,000

	Total
	3,750,000


APPENDIX V: RESEARCH CLEARANCE LETTERS
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