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ABSTRACT

This study conducted to make assessment on constraints facing small and medium enterprises in business success in Zanzibar around Industrial Economic Free Zone at Amani, Darajani shopping center, Nungwi Dagaa Association Factory, Kisakasaka bio-gas project and Mayungwani petty manufacturing center (Wagonga Vyuma Center). The study based on three specific objectives; The first specific objectives of the study was to examine environmental factors hindering SMEs in business success in Zanzibar, the second specific objective was to examine economic factors hindering SMEs in business success in Zanzibar and third specific objective was to examine social factors hindering SMEs in business success in Zanzibar. The data collected through interview method from sample of twenty-five (25) companies. The data analyzed through qualitative method. The study concluded that SME are not performed well with the business through various constraints such as low profit, poor management, absence of website to run business, high interest rate, absence of customers from outside of Tanzania, these obtained from all specific objectives. The study recommends that SMEs in Zanzibar should strongly focus on looking for financial entities to have customer satisfaction by providing high quality and affordable products and services, this shown from economic constraints. This can be attained through improved good financial funding, improved management skills, provide good services, and multiple functions, reducing cost of the products and services and improving promotional pricing and good quality of customer care,
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CHAPTER ONE

INTRODUCTION
1.1 Background of The Problems

Small and medium enterprises (SMEs) are essential engines and drivers of social-economic growth in developing nations through job creation avenues and income generations to citizens and governments (Akugri et al., 2015; Inyang, 2013; Turner et al., 2016).The World Bank indicates that the formal SMEs contribute up to 60% of total employment and up to 40% of gross domestic product (GDP) in emerging economies. It is estimated that 600 million workers enter the global workforce over the next 15 years, mainly in Asia and sub-Saharan Africa (Isaga, 2018).

There are several obstacles identified as the limit for SMEs business such as informational barriers when exporting, companies can use free trade agreement (FTA) schemes to reduce their payment of tariff rates (World Bank, 2020). Informational barriers (public procurement): Public procurement accounted for USD 11 trillion out of a global GDP of nearly USD 90 trillion in 2018 (World Bank, 2020). Thus around 12% of global GDP is spent following procurement regulation. For SMEs, gaining access to public procurement can be beneficial in several ways: SMEs can be assured that foreign government engaged in fair business practices given the laws, regulations, and trade obligations to which public procurement is subjected. At the same time, by becoming a supplier to a government, SMEs can improve their credibility and gain recognition in the foreign market as a reliable partner (OECD, 2018). 
The survey from the European Committee of Regions indicated that the key challenges for SMEs relate to the complexity and lack of consistency of the rules of origin as well as the high administrative burden to comply with customs procedures and formalities. These results are in line with previous research on the topic that has clearly identified the costs and requirements associated with the utilization as major barriers faced by companies operating in third countries (Songa and Moonb, 2019). 
Global value chains are usually organized by rules and regulations designed to co-ordinate the activities and the access of each member of the chain, and these can create impediments to SMEs. By enlarging their networks, SMEs can overcome such barriers. In this regard, trade-related initiatives, such as trade fairs, represent a great opportunity to get recognition, interact with other SMEs and collect information that can improve the long-term decision-making process on the opportunities provided by global value chains (Bettis, 2010). However, for SMEs, attending trade-related initiatives can be difficult due to time and resource constraints. Therefore, more governmental support dedicated to trade-related initiatives can be particularly beneficial for SMEs wishing to improve their position in global value chains (Monreal &Gilders, 2019).

In Asia, credit guarantee schemes have been widely established. India launched the Credit Guarantee Fund Scheme for Micro and Small Enterprises in 2000 as a partial guarantee scheme; it covers 75% of the credit applied (ADB, 2015). Indonesia started a public credit guarantee scheme for micro and small and medium-sized enterprises (MSMEs) the People’s Business Credit scheme (Credit Usaha Rakyat) in 2007; it guarantees 70%–80% of the credit applied. Kazakhstan has a partial credit guarantee scheme for SMEs (up to 70%) under the Damu Entrepreneurship Development Fund. The Republic of Korea provides credit guarantees for SMEs mainly through two credit guarantee institutions: the Korea Credit Guarantee Fund and the Korea Technology Finance Corporation.

In sub-Sahara Africa, almost 90% of SMEs is facing similar constraints to their growth in which access to finance is the number one killer. Quarteys et al. (2017) conducted a study using data from World Bank’s Enterprise Survey data set in ECOWAS countries and concluded that access to finance is a detrimental factor in Small and Medium Enterprises growth in the ECOWAS region. Klyton and Ngoga (2018) in their study conducted in Rwanda, argue that a lack of access to finance causes SME stagnation in Africa.

In Tanzania SMEs are facing numerous stumbling constraints which are the causes of stagnation towards growth. The first constraints, as mentioned earlier, are lack of access to finance (Robert 2014; Mdasha et al, 2018), high-interest rates, unfavorable tax charges. According to Mgembe (2019) in their study of business constraints and potential growth of small and medium enterprises in Tanzania, they found that inadequate business training, insufficient capital, competition, ant-entrepreneurial culture, bureaucratic procedures in business registration, high taxes, technological barrier/backwardness, theft/cheating and lack of trust, poor infrastructure, and corruption are main constraints of Small and Medium Enterprises growth.

In Tanzania, SMEs growth is hindered by immense challenges from both internal and external environments. Anderson (2017) argue that, over the past decade, problems which SMEs growth in Tanzania are include lack of proper record-keeping, lack of or improper professional advice and consultation, theft/cheating and lack of trust in doing business, lack of an appropriate plan of business/vision for the company, inadequate education and training, lack of background and experience in the business, capital constraint, government policy and unfavorable economic conditions.

The challenge that SMEs face in Tanzania is about how to make the best in the competitive business world to reap the benefits of investment and trade opportunities at hand. Nowadays foreign firms venture into the country to undertake small businesses; even in the areas with no need for rare expertise. Influx of foreign garages, shops, restaurants and so forth indicates inefficiency or inadequate competitiveness of domestic firms in provision of such goods and services, hence permitting an opportunity for foreign investors who can take advantage of that situation. However, little is known on the challenges facing SMEs in Tanzania and especially Zanzibar. Zanzibar has received little attention in this area and hence it becomes important to explore these challenges and making a contribution to literature on the Island in Indian Ocean so as to bring attention to various stakeholders.
1.2 Statement of a Problem
Development of SMEs facilitates distribution of economic activities and thus promotes equitable income distribution among citizens. Entrepreneurial activities such as SMEs is beneficial for developing countries both at micro level in terms of creating stable and sustainable employment for individuals and macro level to contributes towards increments of a nation’s GDP (UNESCO, 2019). Their contribution to national capital formation of investment account for 47.0% making investment to GDP ratio of 8.0% and 20% of employment opportunities (Boz,2007).

It is widely recognized that at all levels of developing SMEs have a significant role to play in economic development in general and in industrial development in particular. It must be acknowledged that the impact of the private sectors is promoting economic development in Zanzibar (Zanzibar SME Development Policy, 2006). While some developing countries and regions have performed relatively well in attracting the resources needed to enhance the competitiveness of their economies and integrate themselves in the country economy, SMEs in Zanzibar are facing quiet a number of problems (Zanzibar SME Development Policy, 2006). Some of those problems include access to affordable loan, low capital growth, access to export market, infrastructure to mention a few. These challenges have been categorized by scholars as internal and external challenges (Boz, 2007). 
On contrary, it has become clear that the role of government to assist SMEs has declined. The exercise of direct ownership and control over the means of industrial production of an enabling environment required to encourage the development of private enterprises has been shifted. Currently the SMEs show a lot of weakness in their production, sales and marketing. SMEs show the signs of deterioration in term of financial abilities. There are many constraints and uncertainty that results in small income and low profits for this important sector (BOT, 2007).

In order to enable these SMEs to release their full productive potentials and to hold their own business ventures and to increase competitive business environment, it is becoming vital to design supportive national and local strategies, policies and programs to assist them. Thus, the SMEs’ state of governance and operations still pose a challenge towards resources commitment in order to fully identify SMEs development’s critical success factors or variables for remedial action undertaking with the aim of achieving SME’s values and benefits. In reality the rate of SMEs failures in Tanzania is still obviously high (URT, 2020).

The Revolutionary Government of Zanzibar roles and responsibilities are to make sure that these SMEs assist in building sustainable economy growth to solve community financial problems. Hence, this research is specifically designed to examine the contribution of SMEs in building community development, identifying the factors which obstruct entrepreneurial development and to propose strategic measures to be taken to assist SMEs to building business success in Zanzibar. It is clear that once all issues of SMEs are addressed properly, most of SMEs through effective utilization of limited resources such as capital and labor would realize the desired incentives, poverty alleviation, reduction of crimes, low unemployment rate, and become competitive internally and internationally. Therefore, it becomes important to explore the challenges facing the SMEs in Zanzibar in building business success. In fact, this part of study has not been done especially in Zanzibar context and this is the research gap between this work and other reviewed studies. 
1.3 Objectives
1.3.1 General objective

The main objective of the study was to examine constraints facing small and medium enterprises (SMEs) in business success in Zanzibar.
1.3.2 Specific Objectives

i. To examine environmental factors hindering SMEs in business success in Zanzibar.
ii. To examine economic factors hindering SMEs in business success in Zanzibar.

iii. To examine social factors hindering SMEs in business success in Zanzibar.

1.4 Research Questions
iv. What are the environmental factors hindering SMEs in business success in Zanzibar?

v. What are the economic factors hindering SMEs in business success in Zanzibar?

vi. What are the social factors hindering SMEs in business success in Zanzibar?
1.5 Significance of the Study
The impacts of the study have the following importance; the findings from the study are a guideline to entrepreneurs of different level for social community growth.

Nevertheless, the study provided useful information for the government and policy makers for better understanding in business environment and challenges facing SMEs development in Zanzibar to improve entrepreneurs’ development. On other hand, the research encourages society to change their value and attitudes toward understanding their role in economic development and work together to improve productivity and competiveness of the SMEs in Zanzibar.

This research was intended to generate and expands knowledge about limiting factors for SMEs to grow in Zanzibar and Tanzania through its findings and methodology. This is crucial for supporting all that has been done and is expected to be done concerning factors limiting SMEs growth across most developing countries. Academicians and researchers may also benefit from using the research findings for further investigations concerning limiting factors for SMEs growth.

Much as this is an academic exercise, research findings may be used by the Government and investors on their decision making but also recommendation and conclusions drawn may reasonably support to address some of the identified entrepreneurial bottlenecks.
1.6 Scope of the Study

This study assessed constraints facing SMEs in business success in Zanzibar, to find out the problems on the covered areas such as funds, investment of surplus monies, training of staff, assessment of clients, and registration of the institutions. Hence it is specifically deals with the problems associated with SMEs in Zanzibar
1.7 Limitation of the Study

Time Constrain: Inadequate of time allocated to conduct the research study especially for the nature of the study it required more extended time period to have huge coverage and scope so as to obtain comparable results among different SMEs. The researcher spent most of the time at the government office as daily routine work for which were scheduled on timely bases. Therefore, hindered to have full time concentration doing research paper. The limitation was solved by using holidays for data collection and analysis.
Unwillingness to be interviewed: Some participants were not willing to be interviewed and share information about their organization. Similarly, the researcher assured them that, the study was purely academic research and issue of confidentiality and anonymity was given priority. The information shared was not analyzed by introducing the specific person or company who gives such information.

Language interpretation; Most of the participants were not willing to be interviewed in English. The researcher used Swahili during the interview so that the participant feels free and comfortable answering the questions asked. The researcher tried to translate into English during the report writing that could affect the meaning. 

Respondents Schedule: Most of the participants of the study were so busy that leads to inadequate time to participate well in this study. The researcher decided to look for them even during the time that was not the working hours.

CHAPTER TWO

LITERATURE REVIEW
2.1 Introduction

The main objective of chapter is to present the theoretical knowledge of SMEs obtained after exhaustive reading of the text books, academic journal, other reports and articles. The literature review was mainly focus on understanding the SMEs and the importance of building community development in business success in Zanzibar. It might not be very comprehensive but it covers nearly all problems associated with SMEs in Zanzibar.

2.2 Overview of SMEs

The SME sector is important to the socio-economic development of whole Tanzania. Studies have revealed that it is largely informal and very much under-performing due to a multitude of constraints facing it (Mutambala, 2011). SMEs as academically known over the years have had great influence on the lives of individuals of the world’s economy particularly, developing economies like Zanzibar, Tanzania. Primarily, they have added to increasing production, giving out value-added activities in the industrialized sector, providing jobs avenues particularly in the services sector, and helping to broaden Zanzibar’s export base (ZNZ, 2010). Historically, the SMEs sector in Zanzibar has been in existence for a long time and there are lots of opportunities for this sector in the area of agriculture, tourism, information technology, services, energy, and manufacturing. 
2.2.1 SME Terms and Definition

The SMEs terminology is used to mean Small and Medium Scale Enterprises. It is sometimes referred to as Micro, Small and Medium Scale Enterprises (MSMEs). The MSMEs cover non-farm economic activities mainly manufacturing, mining, commerce and services (URT, 2003). In this study MSMEs can be defined as a productive activity either to produce or distribute goods and or services, mostly undertaken in the informal sector. There is no universally accepted definition of SME. Different countries use various measures of size depending on their level of development (Asta and Zaneta, 2010). 
2.2.2Theoretical Framework
Creswell (2003) demonstrate theory explain how and why variables are related to each other on other hand, Metz (2006) illustrates theoretical framework as empirical of social and psychological process of variety levels that can be applied as a lens of understand phenomenon. In this study one theory namely classical theory can be applied.
2.2.3 Classical Theory
The theory was advocated by Staley and Morse (1965). The theory focuses on small and medium enterprises as the driving forces to the economic development of the country, hence it expands market, income and employment opportunity to the local people. With respect to this theory, Mhede (2012) studied constraints on SMEs and found that real values of payments to the firm owners and workers have positive implications for poverty reduction therefore lack of access to fund has significantly hinder growth. This theory used because it is relevance to the topic of the study, whereby, it guided well the collection of data because most small businesses are made by one entrepreneur, or a small team of them, who jointly they believe in a good idea for creating a specific product or providing a particular service. Normally the researcher used these theories because they have skills and experience in the area of activity for which the new business is formed and this theory it deals with the issues like that indicated, also the theories based on business context.
2.2.4 Environmental Factors Hindering SMEs
SMEs face challenges from increased competition, the ability to adapt to rapidly changing market demand, technological change, and capacity constraints relating to knowledge, innovation, and creativity (European, 2020). For many SMEs faced lack of resources (finance, technology, skilled labor, market access, and market information); lack of economies of scale and scope; higher transaction costs relative to large enterprises caused by globalization and economic integration.
In addition, many small businesses find that their geographical isolation puts them at a competitive disadvantage. Despite their perceived weaknesses SMEs have not been swept away with the process of globalization and regional integration, but, rather, their role and contribution have changed and evolved which have enabled many to remain internationally competitive and collectively be an important source of employment generation (Harvie and Charoenrat 2015).These include corruption, lack of access to credit facilities, capital constraint, government policy, unfavorable economic conditions, people factor/ lack of needed talent, lack of proper record keeping, lack of or improper professional advice and consultation, theft/cheating and lack of trust in doing business, lack of a proper business plan/vision for the business, inadequate education and training and lack of background and experience in the business (Nkonoki, 2010).
2.2.5 Economic Factors Hindering SMEs Development
SMEs face challenges from increased competition, the ability to adapt to rapidly changing market demand, technological change, and capacity constraints relating to knowledge, innovation, and creativity. Amyx (2005) finds that the most significant challenges facing SMEs is the negative perception that their clients have on their ability to provide adequate and quality services for their needs. SMEs are facing a turbulent environment in which competition is intensifying whilst their size and other existing constraints remain the same. For many SMEs, however, their potential is often not fully realized due to factors related to their small scale: lack of resources (finance, technology, skilled labor, market access, and market information); lack of economies of scale and scope; higher transaction costs relative to large enterprises.
The majority of small firm’s private investment comes from domestic sources (Sinha and Fiestas 2011). Hence, firms encounter limited financial support for long term financing. Most banks mostly provide short term loans with high interest rate, increased market competition and concentration from large multinational enterprises caused by globalization and economic integration; an inability to compete against larger firms in terms of R&D expenditure and innovation (product, process, and organization); being subject to “churning” and instability; and a lack of entrepreneurial zeal, capacity, and know-how (Naoyuki and Farhad 2016). The European Central Bank (2019) indicates that exporting SMEs tend to be more profitable and innovative than non-exporting ones. In addition, exporting SMEs are also more likely to be listed on stock markets. In addition to the identification of differences between exporting and non-exporting SMEs, the survey also highlights significant differences within the group of exporting SMEs related to the type of the destination market for these companies (OECD, 2018).In particular, the survey indicates that those SMEs exporting to markets outside the EU are even more innovative than those exporting only within the EU (Naoyuki and Farhad 2016). Policy Department, Directorate-General for External Policies Internationalization provides advantages to SMEs as it enlarges the market for their products. However, it can also increase the risk of failure for these small, still-vulnerable companies that attempt to enter unfamiliar and highly competitive markets
2.2.6 Social Factor Hindering Development of SMEs
Insufficient use of Information Technology in SMEs Information technology has developed rapidly. However, SMEs have been unable to sufficiently utilize such opportunities. Most small enterprises do not have their own websites. For instance, in Japan while households’ mobile phone ownership reached beyond 90% and Internet users reached 90.58% of the population in 2014 (World Bank 2016), SMEs selling products and receiving orders via their own websites accounted for only 10% of the total and less than 10% have their own online shops or market their goods on Internet shopping sites (METI 2014, Naoyuki and Farhad 2016).
The most common factor in business failure among SMEs is poor management, of which other internal causes of business failure are regularly without doubt linked to poor management.  Management competence is with no doubt an issue for businesses, since it is management which is always responsible for making all the important commercial decisions in the company (Hellriegel et al, 2008). Managerial competencies are vital to the survival of new SMEs lack of managerial experience and skills are the main reasons why business fail. Normally they have skills and experience in the area of activity for which the new business is formed.
2.2.7 Empirical Studies
A study by Wang (2016) who use enterprise Survey from the World Bank which covers data from 119 developing countries to investigate the most significant obstacles confronting SMEs growth, he observed some factors in chronological order which was mentioned by 105,67 SMEs  across 119 countries as the constraints which face SMEs growth include access to finance, access to land, business licensing and permits, corruptions, court systems, crime, safety and disorder, customs and trade regulations, electricity, functioning of the court, inadequate workforce, labor regulations, macroeconomic instability, political instability, practice of competitors, tax administration, tax rates, telecommunications, and transportation

Tundui (2012) examined gender and small business growth in Tanzania by conducting a survey to 310 owner- managers of SMEs. The study used stratified sampling procedure and non-probability sampling method was applied multivariate method, using logistic regression model. In this study it was found that financial capital has held positive impact on male growth aspiration but not for women. Access to loan has had a positive impact on growth aspiration for women. However, this study did not take into account the effect of government constrains to SMEs. Soini and Veseli (2011) examined the factors influencing SMEs growth in Kosovo using a qualitative method that involved interpretation and observation 200 were interviewed .The study found (entrepreneurial knowledge, education of employees, marketing, technology, innovation, financial support, law and regulations, business location, competition globalization, management and employment competence factors, are affecting negative on firm growth. 

Across the 27 Member States of the European Union, more than 25 million SMEs employ around 100m people and contribute half of the bloc’s GDP. A recent survey shows that just over a quarter (26%) of all European SMEs have exported their goods or services in 2019 (European Commission, 2020 a). Specifically, the survey showed that 23% exported to other EU Member States, 9% exported to European countries outside the EU, 4% exported to North America, 4% exported to the Middle East and Africa, 3% to Latin America and the Caribbean, 3%to China and 4%to the rest of Asia and the Pacific. Interestingly, this trend appears to be rather stable over time. Indeed, another survey conducted in 2009 provided a similar picture, with 25 % of SMEs within the EU exporting (European Commission, 2011).In general failure of an SME normally affects its stakeholders, that is to say people who have any kind of commercial relationship or commercial interest with the company, such as employees, customers, suppliers, banks, entrepreneur’s family and directors. When a business has failed, immediately employees become redundant. This might cause serious economic crisis especially for the employees based in poor regions where unemployment rates are rather high and finding a new job is relatively difficult.For the Supplier who was fully dependent on the SME which failed and cannot be fully repaid would of course suffer economically. Longenecker et al. (2005) find that improper planning and poor management have been posited as main causes of failure for SMEs. Lack of credit has been identified as one of challenges facing SMEs and that hinders their growth towards international marketing. Small local banks having provided significant loans to failed SMEs would find themselves into financial problem as they need to write off the debts owed to the bank. Where there is unlimited responsibility for the entrepreneur, failure would also cause a financial loss for the entrepreneur and his family.In some countries, there is law already which makes provision for the conduct of directors of insolvent companies to be reviewed Saroyan et al. (2012) also confirms the result indicating that SMEs are facing number of challenges that include: lack of awareness of standards relevant to their business, perception that they are more relevant to large business, and lack of technician to make use of the international marketing regulations and standards. 
2.2.8 The Conceptual Framework
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Figure 2.1: The Conceptual Framework showing the constraints facing (SMEs) in business success in Zanzibar.

Source: Filed study (2022)
2.2.9 Summary of the Conceptual framework
The above conceptual frame work indicates relationship between dependent and independent variables toward business success in Zanzibar, the indicators pertaining to the aforesaid relationship was emerged during conducting an interview. 
2.3Research Gap
Various studies have been conducted in many parts of the world and especially developing countries. The literature reviews indicate that vast majority of literature in constraints facing SMEs in building business development have been written in developed countries, specifically a study by Wang (2016) who used enterprise survey from the World Bank which covers data from 119 developing countries to investigate the most significant obstacles confronting SMEs growth, he observed some factors in which face SMEs growth like access to finance and access to land
Additionally, in developing countries a few studies have already conducted such as Tundui (2012) examined gender and small business growth in Tanzania by conducting a survey to 310 owner- managers of SMEs. So the reviewed literature is lacking to show the constraints facing (SMEs) in business success in Zanzibar. Soini and Veseli (2011) examined the factors influencing SMEs growth in Kosovo using a qualitative method that involved interpretation and observation 200 were interviewed. The study found (entrepreneurial knowledge, education of employees, marketing, technology, innovation, financial support, law and regulations, business location, competition globalization, management and employment competence factors, are affecting negative on firm growth.
So this study intend to fill the gap by making assessment on environmental factors, economic factors and social factors hindering (SMEs) in business success in Zanzibar specifically in conducting at Industrial Economic Free Zone at Amani Area, Darajani shopping Centre, Nungwi Dagaa Association Factory, Kisakasaka bio-gas project and Mayungwani petty manufacturing center (Wagonga  Vyuma  Center). Interview method was used to get data; these data provides useful information for the government and policy makers for better understanding in business environment and challenges facing SMEs development in Zanzibar so as to improve entrepreneurs’ development.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter describe where, how the study was designed and how it would be conducted, also it portrays the sampling produce, data collection methods and data analysis techniques.

3.2. Research Design

According to Kothari (2003) research design is an arrangement of conditions for collection of and analysis of data in a manner that aim to combine relevance with the research purpose. In this study the researcher used Interpretivism/Qualitative design or philosophy because interpretivism is based on naturalistic approach of data collection such as interviews. This philosophy was affordable with the studies, because the data was collected by using interviews methods and documentary review was used to add some views or to add some clarification in different point. The study was included two categories of respondent: entrepreneurs and other stake holders in assessing the environmental factors hindering small and medium enterprises (SMEs) in business success in Zanzibar. Similarly, the study was examined economic factors hindering SMEs in business success in Zanzibar as well as social factors hindering development of small and medium enterprises (SMEs) in business success in Zanzibar. The use of interpretivism paradigm is important as the study intends to explore some of unique factors in the Island of Zanzibar as to make it extra communicative. This is because prior studies have used quantitative methodological approach elsewhere. Quantitative design could be an appropriate approach as it uses a large sample size and easy to generalize the facts (Hair et al., 2010). However, it falls short of personal experience and clarifications from the respondents especially where little has been done in this particular area of investigation (Silverman, 2013). Hence, it becomes important to explore the experience from this under researched group of SMEs so as to build a theoretical background for SMEs challenges in Tanzanian context based on this unique experience of SMEs in Zanzibar. 
3.3 Scope of the Study
This study was conducted in Zanzibar Industrial Economic Free Zone at Amani, Darajani shopping center, Nungwi Dagaa Association Factory, Kisakasaka bio-gas project and Mayungwani petty manufacturing center (Wagonga Vyuma Center) in Zanzibar. This area is chosen because it has a large number of targeted populations of the SMEs to be used in this study. The study was interviewing managers and owners of the businesses who were selected purposively based on their size of the business or capital capability. Business size and its determinants were consulted from suggestions of ZIPA (2017) which has the database of all SMEs in Zanzibar. 
3.4 Study Population

Population is a totality of objects under investigation (Adam and Kamuzora, 2008).In examining the constraints facing small and medium enterprises (SMEs) in business success in Zanzibar, the targeted population of the study was drawn from micro enterprise, small enterprise and medium- sized enterprise from Industrial Economic. Those who were selected were responsible in providing the data needed under the study. The total number of (SMEs) estimated to be 100 people from the selected area (ZIPA, 2017)
The table below it indicates the total number of SMEs available in the area selected as a sample to represent others.
Table 3.1: Total Number of SMEs in Industrial Economic Free Zone

	Street
	Estimated number of SMEs 

	Industrial economic zone at Amani area 
	18

	Nungwi Dagaa Association Factory, 
	17

	Kisakasaka bio-gas projects
	11

	Mayungwani petty manufacturing center (Wagonga Vyuma Center)
	14

	Darajani shopping Centre 
	40

	Total
	100


Source: ZIPA (2017)
3.5 Sampling Techniques

Sampling technique refers to the techniques that researcher can use to select the appropriate sample size for the research study (Taherdoost, 2016). Based on the nature of the study, the researcher used non-probability sampling; this is the sampling technique whereby every person has no equal chance to be selected to become sample. The researcher was selecting samples based on their ability to respond adequately to the interview questions. The owners of the SMEs are the ideal persons who know their various challenges and might be able to provide recommended solution for improvement also during data collection purposive sampling was used.
3.5.1 Purposive Sampling

The researcher used purposive sampling technique because this is sampling technique whereby samples or individual are chosen to become part of sample because of specific purposes. The researcher knew the population of interest and matches the aims and objectives of systematic investigation along with the qualitative study. Besides that, the study used purposive sampling which was comprise managers and owners of SMEs because they are appropriate to identify and clarify various challenges they face which hinders their business success. 
3.6 Sample Size in Recommended For Qualitative Research Design
Sample size of the study was decided based on two grounds (1) The suggested sample size by prior scholars and (2) Data saturation.  Data saturation refers to the point in the interview research process when no new information is discovered in data analysis, and this redundancy signals to researchers that data collection may cease saturation means that a researcher can be reasonably assured that further data collection would yield similar results and serve to confirm emerging themes and conclusions (Sandra et al., 2017). Therefore, data saturation is considered as the guiding principle for assessing the adequacy of samples in qualitative research as suggested by prior scholars (Morse, 1995, 2015; Sandelowski, 1995; Sandra et al., 2017). During data collection the researcher was interviewing the respondent by understanding that when the respondents was given the same answers it is enough to conclude or to develop a robust and valid of the study phenomenon as used in non-probability samples in qualitative research philosophies (Sandra et al., 2017). So the appropriate sample size for this study was guided and hence determined by using saturation guidance.
Besides that, when conducting this study, the recommendations from different researchers was considered too so as to produce a reliable sample size acceptable in interpretivism research design. For example, for qualitative studies such as case study-based research, when interviewing respondents in higher authority (such as ministers) a sample size of 3 to 5 participants is regarded as sufficient (Creswell, 2002). Likewise, in other phenomenology enquiries, the number of interviewed participants is suggested to be ≤ 10 (Creswell, 2007). Meanwhile, Morse (1995) proposes interviewed respondents to be greater than or equal to 6 (six) participants in number. Yet, in grounded theory, Strauss and Corbin (1998) and Creswell (2007) suggest interviewing fifteen (15) to thirty (30) participants. Meanwhile, for ethnography, the number of interviewed respondents is suggested to be around thirty (30) to fifty (50) individuals in a cultural setting (Strauss and Corbin, 1998).
In a nutshell, from the above recommendations of different scholars of qualitative research designs, this study interviewed 25 participants who were selected purposively based on the nature of their businesses. This sample size was regarded as sufficient to attain data saturation. It is anticipated that the constraints hindering SMEs success in Zanzibar as categorized in social, economic and environmental factors. The participants were selected purposively based on their capital base and time in existence in the business.
3.7 Data Collection Method

As regards to this study, only one method of data collection was employed that is an interview.
3.7.1Interview

Interview is a systematic oral technique for obtaining data, directly from an individual. Objectives of interview: is to collect information; to assess human behavior; to help research work; to explore the unknown forces acting behind a problem; to formulate hypothesis and; to help project evaluation (Kothari, 2004).
Therefore, interview was the main method of data collection instrument to be used in this study for data collection by the researcher. Interviews were aimed at getting participants experience, views and emotions in relation to the issues under study. The interview was involved oral it means face to face interaction between respondents and researcher. Their responses was written and recorded where necessary for analysis. Semi structured interview was employed.
3.7.2 Semi-Structured Interview Method

In this study, semi-structured interviews were employed in the form of face-to-face as a data collection method. The semi-structured interview method does not follow the logical order or arrangement of the research question in the interview process (Silverman, 2013). Face to face interview involves the interaction between two people (Mugenda, 2003). The researcher used a semi-structured interview because it allows an open room for discussion with the participant to gain in-depth information about the study variables. Similarly, this method allows flexibility in asking questions and clarifies them. Also, it gives opportunity to the researcher to observe the respondents' body language, feelings, and emotions while simultaneously taking notes and recording the conversation during the interview process. The researcher can able to obtain information that cannot be directly observed (Thorpe, 2008 and Silverman, 2013). 

In addition, the semi-structured method allowed the researcher to formulate questions and language expressions during the interview quickly. The interviewer was able to probe the interviewee and permit the flow of a conversation in a usual way while remaining focused on the subject matter to ensure all questions are answered (Silverman, 2010). Each respondent was considered as a separate case. During the interview process, the session was recorded by using a Smartphone and note-taking at the same time. The study used semi-structured interviews because of the nature of the research objectives. The study needs to get in-depth information. Also, all objectives are directed to the organization managers, so the respondents are few. Since the study used only one manager from each selected organization, the study cannot use a questionnaire or focused group discussion. Finally, the study needs to obtain information that cannot be directly observed and gaining control over the line of questioning.
3.8 Data Analysis

The data from this study was analyzed by qualitative methods. The researcher used qualitative analysis because qualitative data are non-numeric information such as audio recording and notes a, grouping of data resulted into identification of similar different data that resulted into deduction of data into a small portion also the data presented by using quotation for some extent; this portion was easy to be managing. Qualitative data analysis involves the identification, examination, and interpretation of patterns and themes in textual data and determines how these patterns and themes help answer the research questions at hand.
3.9 Ethical Consideration

Research ethics refers to the appropriateness of the researcher’s behavior to the rights of those who becomes the subject of a research project or who are affected by it (Saunders, 2011). The researcher protects all persons involved in the research. The researcher was requested approval from the respondents before he distributed the questionnaires to the intended respondents. Also, the respondents were assured by the researcher concerning the confidentiality of their responses in questionnaires and interviews to protect them.

CHAPTER FOUR

PRESENTATION AND DISCUSSION OF THE FINDINGS

4.0 Introduction

This chapter is concerned with data analysis, presentation and discussion of the findings. The study investigated the constraints facing small and medium enterprises (SMEs) in business success in Zanzibar. The data were collected by using the interview method. Therefore, collected data were analyzed thematically by first analyze preliminary information and the main findings were analyzed based on specific research objectives that were three; 

The first objective was to examine environmental factors hindering SMEs in business success in Zanzibar, this objective was intended to know the way environmental factors affects SMEs in Zanzibar. The second objective was to examine economic factors hindering SMEs in business success in Zanzibar; the purpose of this objective was to the way economic obstacles limits development or success of SMEs in Zanzibar. The last objective was to examine social factors hindering SMEs in business success in Zanzibar; this objective was intended to assess social factors affecting SMEs success in Zanzibar.

4.1 Profile of the Organization 
The study examined different profile of organization, before going direct to the specific objectives; the purpose of the study under this part was to know the nature of organization and workers that found on it. The profile of the organization asked by the researcher were The role of respondent in the organization, the time have been working in the organization, how long the company have been in operations, number of employees you supervised by managers or owner of company, education about education level, the nature of organization if it is private limited company, public limited company, partnership, sole proprietor or family owned business. These features are essential because they provided the nature of responses and organization. Total number of respondents who participated in this study was 25 participants includes Business manages, owners of business, cashier, sales manager, and human resource management from Zanzibar Industrial Economic Free Zone at Amani, Darajani shopping center, Nungwi Dagaa Association Factory, Kisakasaka bio-gas project and Mayungwani petty manufacturing center (Wagonga Vyuma Center) in Zanzibar.

4.2 Profile of Participants

The participants who were participated in this study were twenty-five company, these which includes, managers and business owners who were directly involved in (SMEs) in business success in Zanzibar around Industrial Economic Free Zone. All participants had practical experience in their organizations as they had worked in their organizations for many years. This shows that the participants were valid for this study and the answers they gave were reliable because they knew their organizations very well.

Below is the table that shows the profile of respondents in this study.
Table 4.2:  Profile of Interviewed Respondents

	Company
	Role of

Interviewee

to company
	Time worked
 in the company
	Number of workers
 in the organization
	Time of company

 being in operation
	Education  

level of interviewee
	Nature of organization

	Company1
	Business Manager
	Five Years
	Thirty five
	Five Years
	Degree
	Private Limited Company, 

	Company2
	Business Manager
	Five Years
	Four
	Eight Years
	Form Four
	Family Owned Business

	Company3
	Human Resource Manager
	Seven Years
	Twenty three
	Seven Years
	Form Six
	Public Limited Company,

	Company4
	Supplier
	Fifteen Years
	Thirty one
	Nineteen Years
	Certificate
	Family Owned Business

	Company5
	Business Owner
	Fourteen Years
	Seventeen
	Fourteen Years
	Diploma
	Sole Proprietor 

	Company6
	Human Resource Manager
	Eight Years
	Twelve
	Eight Years
	Degree
	Private Limited Company, 

	Company7
	Sales Manager
	Five Years
	Eight 
	Five Years
	Masters
	Public Limited Company, 

	Company8
	Business Owner
	Eleven Years
	Forty one
	Eleven Years
	Form Six
	Partnership

	Company9
	Administration Manager
	Twenty-two
Years
	Seventy
	Twenty Two Years 
	Form Four
	Private Limited Company 

	Company10
	Sales Manager
	Fourteen Years
	Fifteen
	Fourteen Years
	Masters
	Sole Proprietor 

	Company11
	Sales Manager
	Three Years
	Fourteen 
	Four Years
	Certificate
	Private Limited Company, 

	Company12
	Business Owner
	Twelve Years
	Forty four
	Twenty Two
	Diploma
	Family Owned Business

	Company13
	Business Owner
	Seven Years
	Forty two
	Seven Years
	Degree
	Partnership

	Company14
	Business Manager
	Three Years
	Thirteen
	Three Years
	Masters
	Family Owned Business

	Company15
	Business Owner
	Fourteen Years
	Twenty

Three
	Twenty

 Nine
	Form Six
	Sole Proprietor 

	Company16
	Cashier
	Four Years
	Twenty
	Four Years
	Form Four
	Private Limited Company, 

	Company17
	Cashier
	Three Years
	Thirty 
	Thirty Six
	Diploma
	Public Limited Company, 

	Company18
	Business Owner
	Seven Years
	Fourteen

Employees
	Twenty Two
	Degree
	Partnership

	Company19
	Human Resource Manager
	Three Years
	Nine

Employees
	Forty
	Masters
	Family Owned Business

	Company20
	Sales Manager
	Fourteen Years
	Eight employees
	Thirty Three
	Form Six
	Sole Proprietor 

	Company21
	Sales Manager
	Three Years
	Twenty-five
Employees
	Ten Years
	Form Six
	Private Limited Company, 

	Company22
	Cashier
	Fifteen Ears
	Nineteen

Employees
	Thirty-Nine
Years
	Form Six
	Family Owned Business

	Company23
	Sales Manager
	One Year
	Ten

Employees
	Three Years
	Degree
	Partnership

	Company24
	Director of Operation 
	Two And Half Years 
	Forty five employees
	Two And Half Years
	Masters
	Private Limited Company 

	Company25
	Cashier
	Eight Years
	Five workers
	Twenty Two Years
	Form Six
	Family Owned Business


Source; data field (2022)
After interviewing different participants, the study found various findings or results as summarized below to each objective based on the main theme presented: 

4.3 Environmental Factors Hindering (SMES) In Business Success in Zanzibar
Table 4.3: Themes Related Environmental Factors Hindering (SMEs) Success in Zanzibar

	S/N        Environmental factors (EF)Frequency

	EF1
	Shortage of enough marketing space
	9

	EF2
	Lack of professional training                                                      
	12

	EF3
	Shortages of customers
	15

	EF4
	Environmental pollution
	8

	EF5
	Absence of website to run business
	13

	EF6
	Infrastructure problem                                               
	10

	
	EF = Environmental factor
	


Source; Field data 2022
The first research objective sought to examine environmental factors hindering SMEs in business success in Zanzibar. The focus was to explore and identifies issues related to environmental constraints which affect business success in Zanzibar. The interviewees as per table 4.2 indicated that SMEs in Zanzibar faced different environmental constraints such as, shortage of enough marketing space indicated by nine company, lack of professional training reported by twelve participants, shortages of customers by fifteen participants, environmental pollution by eight company, absence of website to run business reported by thirteen and infrastructure reported by ten company. Interviewees revealed their views to indicate these environment constraints toward SMEs success in Zanzibar.

4.3.1 Shortage of Enough Marketing Space 

Findings from the interview show that selected companies consider, the geographical size of Zanzibar Industrial Economic Free Zone offers a limited market growth. However, firms can utilize the market outside free zone area, without a marketing space and the company grow slowly. There were very few new customers, and existing customers may not know about new products or upcoming sales, reducing their chances of having regular customers, only a limited number of people can be accommodated in such offices, not suitable for accommodating a large group of people.
One of the participants says that;

In this area we have very little space to increase the goods, due to this reason it makes us to fail having some goods and product at the end we slow down our business development. The problem of not having enough space is that the goods will keep on accumulating inadequately, which may result in work accidents, time lost in locating the products, and a loss of quality of the merchandise.  To make the best use of the available space, we must improve the storage systems, the default selection routes, and the layouts of spaces and shelves, particularly in the reception area. Maximizing the vertical space increases the efficiency of the picking and operations and lowers the costs of inventory and operation (Interviewee 7, August 2022).                                                                     
4.3.2 Lack of Professional Training 

The study found that inadequate trained employees of the business are likely to experience poor business performance. Whether the company hires a trainer or enrolls its employees in different training programs, it is costly. Most of the SMEs would rather use unskilled employees to avoid such cost. One manager emphasizing that; 

Due to financial constraint the company fails to provide required training to our employees and also can’t afford to hire skilled labor since they will demand high salaries result to higher operating cost. Therefore it necessitate us to employ unskilled labor force for which contributes to poor business performance (Interviewee 21, August 2022).
4.3.3 Shortages of Customers 

The study found that Businesses can grow revenues above their market when they prioritize better customer service experiences. Additionally, customer experiences perform better financially than their competitors. Consumer behavior helps organizations decide what products and services to manufacture or offer. When they know what customers buy and how they go about buying those products, organizations can more easily spot a need that has not yet been satisfied. Consumer behavior and marketing strategy are inextricably linked: Consumer behavior assists firms in determining whether what they are selling to be lucrative, as well as in tailoring their marketing plan to the appropriate target population for their product/service. One manager emphasizing that; 

Brother even you know that, if there is shortage of customers to your business, automatically your business will collapse, to us this is the big problem. Because almost all of us in this area sell the same products, resulting to have stiff customers competition (Interviewee 25, August 2022).

4.3.4 Absence of Website to Run Business 

From the study indicates that presence of information technology, Zanzibar Industrial Economic Free Zone has developed rapidly. Household ownership of mobile phones, smart phones, and tablet computers has spread quickly in the recent years. Accordingly, more consumers have come to prefer Internet sales to over-the-counter sales and the e-commerce market for individuals is expanding. A successful business without a good web site is nearly impossible. It leads to increase market geographical coverage. One of the respondents said that;

We know that without a website, people may question our legitimacy as a business. Having a website is an opportunity to make a great first impression and give people comfort that we are a real business. Showcasing our brand to our prospective customers is one of the most important things that we can do (Interviewee 1, August 2022).

4.3.5 Infrastructure Problem
The study reveals that it is an essential component that connects businesses to their market and employees to their work. Without substantial funds funneled into the development, repair and maintenance of infrastructure, businesses experience bottlenecks, and some won't survive long-term, the infrastructure includes. Infrastructure is a key contributor to business growth. In relation to business, infrastructure refers to essential facilities and structures that are necessary for the full operation of the business. An example of a type of business infrastructure is an office building, which a business runs from. One of the respondents said;

In our company we face the problems of not having a good infrastructure like offices, and enough buildings to store of products this caused by shortages of space hence we hired warehouse a long distance from the office so if customers demand our products in bulky they have to wait for delivery if the customers are in hurry they look for another alternative therefore it effects our sales resulting to poor performance (Interviewee 3, August 2022).

4.4 Economic Factors Hindering (SMES) In Business Success in Zanzibar
Table 4.4:Themes related to economic factors hindering (SMEs) success in Zanzibar

	S/N           Economic Constraints (EC)                           Frequency 

	EC1
	Low profit
	22

	EC2
	High interest rates
	19

	EC3
	Low capital
	10

	EC4
	High competition and favoritism 
	13

	EC5
	Poor business plans                                                       
	6

	EC6
	Lack of proper business vision
	8

	EC7
	High tax  burden 
	14

	
	EC = Economic constraints
	


Source; Field data 2022
The table 4.4 above indicated the second research objective which was sought to explore economic constraints facing SMEs in Zanzibar. The findings from the interviewees showed low profit is the main constraint to business success where by indicated by twenty two respondents, high interest rate were acknowledged by nineteen companies, low capital by five companies, high competition thirteen companies, poor business plan by six company, lack of proper business vision  eight companies and high taxes indicated by fourteen companies. These are the main constraints to business success in Zanzibar especial Industrial free zone that most participants gained and identified during their business cycle. This means that business success in Zanzibar is limited by many economic constraints.

4.4.1 Low profit 

The results of this study show that only few companies have moderate profit while high number of companies having inadequate profit, which automatic lead to business failure. Declining operating profit may indicate that the business experienced higher operating costs that couldn't overcome with more customers or higher prices. This dilemma presents a long-term burden because fixed costs remain constant unless the business can negotiate lower rates. Low profit also represents an obstacle for SMEs in Zanzibar, especially those that are not yet internationalized. Also one respondent argue that;

We experience low profit due to a result of excessive operating costs, inadequate revenue, or, in most cases, a combination of both. Inefficient operating practices, which result in poor vehicle utilization, excessive fleet strength, and overstaffing, are common causes of excessive cost in business success. Losses resulting from business operations have the opposite effect of profits. Companies facing a reduced market share from lower consumer demand or a downturn in the business cycle may be forced to reduce operational output. Consistent business losses may force the company into bankruptcy (Interviewee 6, August 2022).

4.4.2 High interest rates and transaction charges 
From the study it found that excessively high interest rates and transaction charges exert high cost in terms of private investment and growth. High interest rate   reduces the incentive to invest, because bank loan has a large adverse impact on aggregate investment and entrepreneurial activity in Zanzibar free zone. Therefore, unfavorable government regulations toward financial institutions can be a serious constraint to SMEs growth. One of owner of company said;

With higher interest rates and transaction charges, make loans and payments through credit cards to be more expensive. Therefore this discourages us from borrowing and spending. People who already have loans will have less disposable income because they spend more on interest payments. Therefore other areas of consumption will fall (Interviewee 10, August 2022).
Another respondent also emphasized that:

The bank interest rate is too high like a snake, it may kill our business, for example if you borrow 50million your settlement will be 68 million for the duration of 4years, the interest of 18 million for such respective period is significant.  (Interviewee 9, August 2022)
4.4.3 Inadequate Capital
From the study show that access to finance is a critical problem for small and medium firms compared to large sized-firms. The majority of small firms and private companies depend on domestic sources of finance. In Zanzibar, like in many developing countries, financial market and institutions are less developed. Hence, firms encounter limited financial support for long term financing. 
We further observed that Zanzibar indigenous are limited with religious, customs and norms that require them to acquire free interest loan for which it is contrary to the financial institutions requirements. Therefore, creates barrier for Muslims to access to loan financing   as it is considered illegal.
Another aspect pertaining to loan collateral, most of SMEs rely on financial institutions as an alternative source of funding. However these financial institutions would not grant credit to SMEs until collateral is provided. This is done deliberately for managing their risk as a way to sustain institutional survival.

For the sake of helping SMEs who do not have capacity to guarantee their loan, in other countries credit guarantee schemes have widely established for example, India launched the credit guarantee fund scheme for Macro and small enterprises, it covers 75% of credit applied (ADB 2015) Indonesia started a public credit guarantee for MSME, but in Zanzibar there is no institution who grant credit guarantee to SMEs.
One participant said that; 
Financial barriers occur when we have a shortage of funds needed for researching new markets and adapting marketing strategies to international markets, financial barriers also occur when there is a shortage of funds needed to finance the necessary investments to start international operations resulting to business unsuccessful (Interviewee 11, August 2022).
Another respondent said that: 

We have opportunity to access government tender for sewing school uniforms for which it requires significant investment to prove capacity of tender fulfillment. Convenient and easy way is through financing via bank loan for which demand interest therein. This contrary to the Muslims religion, this hinders me to adhere with the bank requirements (Interviewee 13, August 2022).
Another respondent said that: 

Recently I went to the bank applying for loan amounting TZS 100,000,000.00 to finance my business via capital and operating cost facilitation. Unfortunately I could not manage to secure the loan as I was required to own a house worth at least to loan amount as collateral. (Interviewee 15, August 2022).
4.4.4 High competition and Favoritism 
The people of Zanzibar Industrial Free zone faced the problems of competition in foreign markets, both from incumbent domestic players and large multinational corporations. SMEs may thus be discouraged from entering foreign markets while they fear that their domestic competitive advantage could be lost overseas due to more complicated and intensive competitive scenarios. Therefore, SMEs needs to develop their own unique competitive strategy when faced with competition from foreign companies.

Furthermore, we have observed domestically unfair competitive advantage as some companies enjoyed tax incentives for which it lower production cost and substantiate   lower prices and  market advantage.
 One of the respondents said;

Brother sometimes you may found that a high business competition may be a sign of a healthy, profitable marketplace and often enhances the overall quality of available products and services by encouraging organizations to improve their operations, fulfill the needs of their customers and develop their client relationships, but in real situation is that, high competition in our area leads to have very few customers and profit which direct affects business success (Interviewee 7, August 2022).
Another respondent complained on favoritism that:

Some of the companies enjoy tax incentives on importation of raw materials in operating their factories others do not, this result to unfair market competition which effect business sustainability (Interviewee 24, August 2022).
4.4.5 Poor Business Plans
From the study it reveals that Poor and lack of a proper business plan is proclaimed to be critical challenges to most of Small and Medium Enterprises in Zanzibar. It is well known without doubt that an effective business plan has a significant impact on the Small and Medium Enterprises growth in any sector and vice versa is true. However some of companies have business plans but they failed the biggest reason that they fail is that the action elements are not applied, monitored regularly or refined when required. This results in lack of focus and direction. It also results in lack of energy. One interviewer said that;

Our businesses fail because of the lack of short-term and long-term planning. I advise my fellow managers our plan should include where our business will be in the next few months to the next few years. Include measurable goals and results. The right plan will include specific to-do lists with dates and deadlines (Interviewee 9, August 2022).

4.4.5 Lack of Proper Business Vision
From the study shows that without a long-term vision, the business tend to be harder to direct, strategize, and grow. Signs of a business lacking a long-term vision are obvious: lack of direction, little to no growth, indecision, costly delays, because most of companies they do not have business visions. A vision statement that is too generalized leaves too many directions open and causes the company's efforts to be scattered, which hinders direct progress.

One of manager said;

If you don’t have a solid, long-term strategy, you will lose out on potential customers. You need to know what you want to do with your company, why you are excited about the direction ahead, and how to reach those goals, if you want to attract new customers. If you haven’t thought out your business vision and created a well-researched, effective strategy, potential customers won’t see anything appealing about your company and therefore they will decide to leave (Interviewee 24, August 2022).

Another manager added that;
Most of the SMEs face a problem of labor turnover. Therefore, company’s goals and objectives become inconsistent due to non-transferability of vision among employees. It is to note that, if you align employees within company vision SMEs can easily achieve their goals for which becomes a major problem (Interviewee 8, August 2022).
4.5.6 High Tax Burden 
The study found that High taxes are claimed across the developing country as another big snake which kills the Small and Medium Enterprises within its establishment. Respondents show that negative impact of taxes and tariffs on the growth of Small and Medium Enterprises affect business directly; high taxes have negative influence on Small and Medium Enterprises growth. High marginal tax rates can discourage work, saving, investment, and innovation, while specific tax preferences can affect the allocation of economic resources. But tax cuts can also slow long-run economic growth by increasing deficits. A tax increase also decreases disposable income, because it takes money out of households. A tax decrease also increases disposable income, because it leaves households with more money. Disposable income is the main factor driving consumer demand, which accounts for two-thirds of total demand.
One of the respondents said;

My friend taxpayers have a feeling that every tax is a burden. This psychological state of mind of the taxpayers has a disincentive effect on the willingness to work. They feel that it is not worth taking extra responsibility or putting in more hours because so much of their extra income would be taken away by the government in the form of taxes. Imposing a lot of taxes results in the reduction of disposable income of the taxpayers. This diminishes the investment, expansion willingness and consumption pattern as traders, therefore have adverse effect on the growth of the SME industry in Zanzibar (Interviewee 20, August 2022). 
Concurrently another claimed that:
Taxes on importation is significant, 40ft container of imported second hand clothes would cost up to TZS 7,000,000 apart from other levies as corporate tax at 30%, payroll taxes, withholding taxes, operating licenses fee and other mandatory charges. This leads to extra operational cost which is materially significant unlikely to the attached vision of the company and that of the country to help poor local communities in accessing of affordable second hand clothes. Currently, we are facing a negative competitive advantage against newly imported clothes from the market due to imposition of excessive tax for the imported second hand clothes as tax increment is directly proportional to the raise in price and cost (Interviewee 9, August 2022). 
Table 4.5: Themes related to social factors hindering (SMEs) success in Zanzibar

	S/N      Social constraints (SC)                                     Frequency 

	SC1
	 Absence of websites to run the business                                                                 
	12

	SC2
	Poor business management
	17

	SC3
	Information barriers
	10

	SC4
	Poor security system
	5

	SC5
	Difficulties of gaining access to new foreign customers
	19




Source; Field data 2
4.5 Social Factor Hindering (SMES) In Business Success in Zanzibar
The last objective sought to assess the social constraints facing SMEs success in Zanzibar as indicated in the table 4.5 above. The findings obtained from the participants shows that; seven teen company shows poor business management and difficult of gaining access to new foreign customers as the main constraint to SMEs success in Zanzibar. Absence of website to run the business reported by twelve participants, information barriers reported by ten participants, poor security system reported by five participants. Moreover, SMEs success in Zanzibar is limited by these social factors which includes poor business management, difficult of gaining access to new foreign customers, absence of website to run the business, information barriers and poor security
4.5 1 Absence of Websites to Run the Business      

Most participant show that the absence of website to run their business direct affects business success in Zanzibar. Without a website, people question about legitimacy as a business. Having a website is an opportunity to make a great first impression and give people comfort that they a real business. Many people run their business to social media like Facebook and whatsApp and to be honest, a simple social media page like a Facebook page can’t compete with a ready-made website. Although it can be a good complement to it the respondents said that showcasing the brand to prospective customers is one of the most important things that they can do. Interviewer 6 added that

Brother it is true that in our organization we failed to have website to run out our products, but what we do run by using WhatsApp groups only, But We have been in discussion already with my fellows to open up a website that will enable us to accommodate with the trends of global market system (Interviewee 19, August 2022).
4.5.2 Poor business management 
Managerial constraints; from the study it is argued that the quality of management is not adequate for organization business development. However, in many shops the quality of the management is low. Studies concluded that education equips people with knowledge and skills they need to effectively manage and succeed in their businesses. That is, as the level of increases the entrepreneur skills an individual entrepreneur’s ability to cope with problems and take hold of opportunities that are important to the growth of the firm also increase. Hence, managerial constraints greatly hinder growth of SMEs.

We faced the problem of bad management, this already observed because bad management has caused organizations to permanently close their doors. Poor leadership results in high turnover of employees; the cost of recruitment and training becomes prohibitive, as a result businesses fail to continue. Bad managers lead to low engagement. Low engagement lead to decline productivity and higher turnover. Automatically lead to decrease productivity and increase employee turnover, consider this: bad managers lead to increase stress, major health issues, and even death (Interviewee 18, August 2022).

4.5.3 Information Barriers 

The study reveals that information barrier also affect development of business success in Zanzibar, informational barriers prevent SMEs from internationalizing their operations. Informational barriers happened in identifying, selecting, and contacting international markets due to information inefficiencies’ SMEs that have not yet started the process of internationalizing their operations, these barriers dissuade them from engaging in international activity informational barriers raised from limited information to locate and analyze markets, which increases the difficulty in finding those national and international sources of information that are available to reduce the amount of uncertainty associated with foreign markets. One manager added that;

Informational barriers in our business caused by lack of reliable data about the international market which can be due to problems associated with the source, quality and comparability of available information used to attempt to increase understanding of foreign markets, informational barriers also may arise from strategically and/or proactively identifying and selecting opportunities in foreign markets including customers, contacts, business partners and joint ventures(Interviewee 15, August 2022).
4.5.4 Poor security system

The results of this study show that some companies faced the problem of security, because without any sort of security deterring criminal activity, the company is vulnerable to theft and vandalism. Simply put, the easier it is for people to get away with theft the more attract that type of activity. Unfortunately, this can lead to an increase of incidents occurring and even lead to more serious activity preventing business growth. Furthermore, the business is losing money from that of employee theft. Therefore, the company needs to invest in the proper security such as surveillance cameras, access control systems and intrusion monitoring system that work best for the company because few of shops have access of camera. One interviewer added that;

Few of us we are maintaining the issue of security, but majority of us they are taking too easy as they believe in extra believe, but what I know is that even theft sometimes believe in extra believe, because many of us lost their business due to the problems of theft, the immediate loss of product for sale hurts the company's ability to offer items to consumers willing to buy them, while the costs to replace stolen goods increases production cost(Interviewee 4, August 2022).
4.5.5 Difficulties of gaining access to new foreign customers

Another constraints facing SMEs is the difficulties of gaining access to new foreign customers and potential partners in order to expand foreign business. SMEs, failed on the use of business networks to advance their internationalization process, however business networks can be particularly useful for SMEs relates to the increased opportunities to strengthen contacts with other companies establishing the business relationships that may lead to the entry into global value chains. One of the respondents said;

In our organization we failed to have a good communication network with eternal countries especial on a business issues this resulting to affect our business because we failed to access for the new customs, also competing in international markets involves important opportunities and daunting threats. The opportunities include access to new customers, lowering costs, and diversification of business risk (Interviewee 22, August 2022).
4.6 DISCUSSION OF THE FINDINGS
This part presents the discussion of the study findings channeled with objectives and existing literature centering on the SMEs in business success. A case of selected company in Industrial free zone in Zanzibar. The main goal of investigating this type of research was due to; currently the SMEs show a lot of weakness in their production, sales and marketing. SMEs show the signs of deterioration in term of financial abilities. There are many constraints and uncertainty that results in small income and low profits for this important sector (BOT, 2007). Generally, twenty five participants responded to the interview questions from the chosen company. This discussion is based on the outcomes of this study resulted from the interviews.

4.6.1 Environmental Factors Hindering SMEs in Business Success in Zanzibar
The first research objective sought to examine environmental factors hindering SMEs in business success in Zanzibar. Qualitative methodological was applied to investigate the study. Data analysis and interpretation of interview response from the selected respondents revealed that shortage of enough marketing space, lack of professional training, shortages of customers, absence of website to run business and infrastructure reported by ten companies are the constraints to business success. In addition to the above, European, (2020) reported that SMEs face challenges from increased competition, the ability to adapt to rapidly changing market demand, technological change, and capacity constraints relating to knowledge, innovation, and creativity, For many SMEs faced lack of resources includes finance, technology, skilled labor, market access, and market information.

Also Nkonoki (2010) supported that government policy, unfavorable economic conditions, people factor/ lack of needed talent, lack of proper record keeping, lack of or improper professional advice and consultation, theft/cheating and lack of trust in doing business, lack of a proper business plan/vision for the business, inadequate education and training and lack of background and experience in the business.

4.6.2 Economic Factors Hindering SMEs in Business Success in Zanzibar
The second research objective which was sought to explore economic constraints facing SMEs in Zanzibar. The findings from the interviewees showed low profit is the main constraint to business success where, high interest rate, low capital, high competition, poor business plan, lack of proper business vision and high taxes These are the main constraints to business success in Zanzibar especial Industrial free zone that most participants gained and identified during their business cycle. These kinds of findings are supported by the findings obtained by Mhede (2012) studied SME constraints and found that real values of payments to the firm owners and workers have positive implications for poverty reduction therefore lack of access to fund has significantly hinder growth. Also the same result obtained by corruption, lack of access to credit facilities, capital constraint, government policy, unfavorable economic conditions, people factor/ lack of needed talent, lack of proper record keeping, lack of or improper professional advice and consultation, theft/cheating and lack of trust in doing business, lack of a proper business plan/vision for the business, inadequate education and training and lack of background and experience in the business (Nkonoki , 2010) Also some of those problems include access to affordable loan, low capital growth, access to export market, infrastructure to mention a few. These challenges have been categorized by scholars as internal and external challenges identified by (Boz, 2007).
4.6.3 Social Factors Hindering SMEs in Business Success in Zanzibar

The last objective sought to assess the social constraints facing SMEs success in Zanzibar. The findings obtained from the participants shows that; poor business management, difficult of gaining access to new foreigners’ customers, absence of website to run the business, information barriers, poor security system. These kinds of findings are supported by the findings obtained by Hellriegel et al (2008) who argued that managerial competencies are vital to the survival of new SMEs lack of managerial experience and skills are the main reasons why business fail. Also related study showed that SMEs selling products and receiving orders via their own websites accounted for only 10% of the total and less than 10% have their own online shops or market their goods on Internet shopping sites (METI 2014, Naoyuki and Farhad 2016).
4.7 Inductive Research and Theory Development
This study was conducted inductively using qualitative interviews as the main sources of data collection. By definition, inductive research designs aim at developing a theory while deductive research approaches aim at testing an existing theory (Woiceshyn and Urs, 2018). Hence, this study managed to interview 25 SMEs in Zanzibar and developed a theory using themes which emerged from the transcripts of the interviewed respondents. The themes and sub-themes could use as either variables or indicators which can be tested by other scholars using large sample of respondents in deductive studies. The figure below is an expanded conceptual framework that has emerged and which forms part of the contribution of this study to the literature.




Figure 4.2: Theory of Constraints Facing SMEs in Zanzibar

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Overview of the chapter

This chapter gives overall summary of the findings of the study. The main goal of undertaking this study was to assess constraints facing SMEs enterprises in Zanzibar. This study was pure qualitative design. The study selected twenty-five participants used to provide relevant information to this study. Through structured interview, data were analyzed thematically based on each objective. It also presents conclusions and recommendations to the government and managers on how to improve business success in Zanzibar.

5.2 Summary of The Findings
5.2.1 Environmental factors Hindering SMEs in Business Success in Zanzibar
The first research objective sought to explore environmental constraints facing SMEs. The results discovered that SMEs in Zanzibar faced different environmental constraints such as, shortage of enough marketing space, lack of professional training reported, shortages of customer, environmental pollution, absence of website to run business reported and infrastructure reported. Moreover, there should be good arrangement of business environmental so as to enable business success in Zanzibar
5.2.2 Economic factors hindering SMEs in business success in Zanzibar
The second research objective sought to explore economic constraints facing SMEs in Zanzibar. The results discovered that SMEs in Zanzibar faced different economic constraints such high interest rate, low capital, high competition, poor business plan lack of proper business vision and high tax burden. These are the main constraints to business success in Zanzibar especial in Industrial free zone that most participants gained and identified during their business cycle. This means that business success in Zanzibar is limited by many economic constraints. Therefore, the SMEs need to build strong financial control and management skills for their own
5.2.3 Social Factors Hindering SMEs in Business Success in Zanzibar
The second research objective sought to explore economic constraints facing SMEs in Zanzibar. The results discovered that SMEs in Zanzibar faced different social constraints these includes, absence of website to run the, information barriers reported, poor security system, poor business management, difficult of gaining access to new foreigner’s customers, absence of website to run the business, information barriers and poor security. Together it limits development of business in Zanzibar. These constraints seem to be obstacle in business success, so the government needs to re-allocate a good social system for SMEs to develop.
5.3 Conclusion
This sub-section highlights the key findings of the study so that to come up with the major conclusion. The study investigated the constraints facing SMEs enterprises a case study of Zanzibar. The study employed a qualitative methodology. It used a case study of twenty-five companies in Zanzibar Industrial Free zone. The different constraints identified such as difficult of gaining access to new foreigners’ customers, absence of website to run the business, lack of professional training reported, shortages of customer, environmental pollution, inadequacy of capital, high competition, poor business plan lack of proper business vision and high taxes burden together limits success of SMEs in Zanzibar. To safeguard a new or established business, it is necessary to understand what can lead to business failure and how each obstacle can be managed or avoided altogether. The most common reasons why small businesses fail include lack of capital or funding, retaining an inadequate management team, a faulty infrastructure or business model, and unsuccessful marketing initiatives. Moreover, Business owners often fail to prepare for the marketing needs of a company in terms of capital required, prospect reach, and accurate conversion-ratio projections. When companies underestimate the total cost of early marketing campaigns, it can be difficult to secure financing or redirect capital from other business departments to make up for the shortfall.
The country lacks an integrated resource-based industrialization and development vision and strategy. This should receive urgent attention. The developed countries provide ample good practices on how to use natural resources to build strong and competitive economies, which Zanzibar can imitate, taking into account the local context, development path and circumstances
5.4 Recommendations
SMEs need to keep finance score; few small businesses have an accurate idea of the daily, weekly, and monthly numbers and financial trends taking place within the organization. It's vital that you spend the necessary time keeping current on cash flow. If you lack the financial skills, hire an accountant, but still stay very much in the loop.
In most cases SMEs faces financial and market challenges. Definitely, the following areas of concern should be given special attention by the government to facilitate the development of SMEs for better economic and social development.

To deal with the problem of funding, institutions and government have to put up great measures to rescue the problem that persists.

SMEs have to rely on financial institutions as an alternative source of funding. However, these financial institutions would not grant credit to SMEs until collateral is provided. Even though society usually recognize on financial institutions for such conduct, this institution should also trying to manage their risk as way to sustain institutional survival.

Financial institutions such as banks should not just lend to SMEs but be able to make a convincing case about the future prospects and sustainability of their business. Such loan seekers should be able to demonstrate their management’s awareness and competency to cope with business risks as well as satisfy providers of funds that they are taking an acceptable risk and receive reasonable return. This includes reduction of high interest rates and taxes as mentioned by respondents. 

The fund taken from these financial institutions should be managed by the committee headed by a Fund Manager. The members of this committee would constitute volunteers from the SMEs, representatives from other contributors such as the government, international bodies and other institutional investors. The Fund Manager would be responsible for making the necessary investment decisions of the fund. 

One of the greatest needs of managers of small businesses is to understand and develop small business marketing strategies for their products and services. Small business success is based on the ability to build a growing body of satisfied customers. Modern marketing programs are built around the "marketing concept," which directs managers to focus their efforts on identifying and satisfying customer needs at a profit. It is emphasized that marketing skills and business knowledge are an indication of how well an entrepreneur can perform important tasks and activities related to the functions of a business. The marketing challenges of SMEs can be decreased by training marketing skills to SME owners and assist them to use the marketing concept more efficiently.
5.5 Area for further research

The findings of this study were based only on interview method. It is commented that further research is needed to gain more perception for the unique challenges facing the SMEs in Zanzibar by using another source of data collection such as questionnaires.

Also it is recommended that more advanced statistical procedures, such as regression and factor analyses, should be utilized in the further development of the knowledge base to truly understand the dynamics towards the constraints facing SMEs for enhancement of social economic development for the benefit of all.
The researcher also recommends that similar study should be conducted in different areas in Tanzania as this research paper was limited with Zanzibar population especially in Industrial Economic free zone. 
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APPENDICES

INTERVIEW TO SMALL & MEDIUM ENTREPRISES (SMEs)

Dear Mr./Mrs/Ms,
Good morning/Habari za kazi

My name is HASSAN ABOUD TALIB, a student at Open University of Tanzania pursuing Master of Business Administration (MBA).I am conducting a research to understand the constraints facing small and medium enterprises (SMEs) in business success in your area.I am kindly asking you to accept to be interviewed. The interview process will take about 5-10 minutes of your time. Your response will be anonymous and treated in the strictest confidence. The input collected is important in getting the findings which will reflect the actual scenario of your business that can help to confirm the outcomes regarding constraints facing you to success in business. There is no right or wrong answer and information collected from this interview will be used for research purposes only and will not be shared with any other parties or organization. 

In case of any questions or complaints related to these questions, please contact me through my phone number is 0712 333387

Thank you for your participation.

Interview Questions

Part A: Profile of the organization and participants

vii. Please tell me about your role in the organization

viii. How long have you been working in the organization?

ix. For how long have your company been in operations? 

x. How many employees are you supervising?

xi.  Please tell me about your education level.

xii. What is the nature of organization, I mean may be it is private limited company, public limited company, partnership, sole proprietor or family owned business?

PART B: Interview on environmental factors hindering (SMEs) in business successin your area

xiii. Is this environmentsuitable for conducting your business? If No what do you think are the obstacle?

xiv. Does the market information and marketing services available to your organization?

xv. Is the customers available to this area regarding your services you offer? 

xvi. Please tell me other environmental challenges that limit you to success in your business?

xvii. Do you undergo any training concerning your business? If Yes, How many times per year?

xviii. In which ways the shortage of marketing place affect development of your business?

PARTC: Interview on economic factors hindering (SMEs) in business success in your area

xix. In your experience what are the economic factors hindering you to success in business?

xx. Does your organization have an existing business plan?

xxi. What is the average monthly income of your business? Please clarify if it is less than 1,000,000between TZS 1, 000, 000.00 – TZS 3,000, 000.00, BetweenTZS 3,000, 000.00 – TZS 7,000, 000.00 or More thanTZS 7,000,000?

xxii. Please tell me other economic challenges that limit you to success in your business?

xxiii. Do financial Constraints affect your business development? Explain how

xxiv. Have you ever experience any constrain in applying bank loan? If yes Tell me those constrains? 

xxv. In which way high taxes affect you to develop in your business

PART D: Interview on social factor hindering (SMEs) in business success in your area

xxvi. Please tell me social factors hindering to develop toward your business?

xxvii. Do you have website for your organization?

xxviii. Do you use social media to promote your business?

xxix. Do you experience network failure in operating your business? If yes how it affect your business? 

xxx. How do you rate your relationship with your bankers? May be it is excellent, good, average or poor?

xxxi. Please tell me other social challenges that limit you to success in your business?

PART E: Additional question

What do you think should be done to minimize the above mentioned challenges?
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Constraints to Business Success





Social Constraints (SC)


SC1: Absence of Websites 


SC2: Poor Business Management


SC3: Information Barriers


SC4: Poor Security System


SC5: Difficulties of Gain Access to New Foreign Customers











Economic Constraints (EC)


EC1: Low Profit


EC2: High Interest Rates 


EC3: Low Capital


EC4: High Competition and Favoritism 


EC5: Poor Business Plans


EC6: Lack of Proper Business Vision


EC7: High Tax Burden











Environmental Factors (EF)


EF1: Shortage of enough market space


EF2: Lack of professional training 


EF3: Shortage of Customers


EF4: Environmental Pollution


EF5: Absence of Websites 


EF6: Infrastructure Problem
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