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Capital markets and specifically DSE aim to achieve broad bases of the share ownership and provision of investment culture in the country. Although some efforts have been put to inculcate investment culture in the country the pace is still low which is associated with low public awareness. The main objective of the study was to examine the factors that influence capital market development adaptation in Tanzania. Survey research design was used in the methodology. A sample size of 35 respondents was involved. Data collected was analyzed by SPSS computer software.
The findings showed that; (80%) of respondents stated that the factors that influence capital market development adaptation included; geography (location of regional markets), risk of market imperfections and illiquidity which are poorly defined regarding the legal rights of investors. Moreover, (82%) of respondents stated that investor base which is still small affected capital market development; while (82%) of respondents highlighted the country risk from the risk of macro- economic performance and policy errors (85%) influenced capital market development adaptation. The study concludes that, for capital markets to flourish they require effective institutional, regulatory and legal infrastructure to specify and enforce disclosure standards for all companies issuing securities. However, stakeholders should be encouraged to merge with other strategic partners and investing on areas that are more profitable while DSE providing mass education on capital markets through radios, television and internet facilities and enhancing fiscal incentives to investors (both domestic and foreign) in order to have adequate products and listed companies.
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[bookmark: _Toc333415539][bookmark: _Toc367114229][bookmark: _Toc373883999][bookmark: _Toc86739210]CHAPTER ONE

[bookmark: _Toc373884000]1.0 INTRODUCTION
[bookmark: _Toc46051810][bookmark: _Toc46052813][bookmark: _Toc46053436][bookmark: _Toc56029994][bookmark: _Toc79997750][bookmark: _Toc86739212][bookmark: _Toc333415541][bookmark: _Toc367114231][bookmark: _Toc373884001]1.1   Introduction
This chapter states and explains how this research was carried out in the field which examined the factors that hinder capital market development adaptation in Tanzania. It further describes the background to the problem, states the problem, research objectives and questions, the significance, justification, limitations and the organization of the research study.

1.2 [bookmark: _Toc333415542][bookmark: _Toc367114232][bookmark: _Toc373884002]Background to the Problem
There has been a considerable sea of change in the African capital markets sector since the early nineties. According to Mensah (2008), before 1989 there were just five stock markets in Sub-Saharan Africa and three in North Africa. With the collapse of the Soviet Union and increased globalisation, cross-border financial transactions have highlighted the significance of capital markets on the continent with stronger emphasis on regionalisation. Regionalisation is considered by many to be inevitable for the development of African capital markets, as they struggle to consolidate in order to overcome poor liquidity and to attract more foreign investment. 

There are currently 20 countries in Africa with reasonably active stock exchanges. They are distributed as follows: SADC (Botswana, Malawi, Mauritius, Namibia, South Africa, Swaziland, Zambia and Zimbabwe), EAST AFRICA (Kenya, Tanzania, Uganda, Rwanda and Burundi), WEST AFRICA (Ghana, Nigeria and Cote d’Ivoire) and NORTH AFRICA (Egypt, Morocco, Tunisia and Algeria). Of these markets, the Johannesburg Securities Exchange in South Africa has over 90% of the combined market capitalisation of the entire continent (Anthony, 2009). 

African capital markets are beginning to play an important role in mobilising both domestic and external resources to support development on the continent. These developments have been facilitated by the adoption of market-oriented economic reforms by many African countries, which gave impetus to privatisation of numerous public enterprises and increased transactions related to debt-for-equity swaps. Accordingly, a significant positive reversal of foreign direct investment flows occurred in the late 1980s and early 1990s in many countries of Asia and Latin America. Africa, however, has not been a major beneficiary of such developments, as foreign direct investment flows remain minimal (Adjasi, 2007).

Developing countries are working towards reforming and deepening financial systems, through the expansion of capital markets in order to improve their ability to mobilize resources and efficiently allocate them to the most productive sectors of the economy (Irving, 2005). A significant policy change has been the establishment of privatization programs, which have facilitated reduction in public debt, improved incentives and efficiency in the operations of the privatized entities, and facilitated better access to capital through the floating of shares to the general public.  

Capital markets are mechanisms for raising and trading long-term capital and thus represent the long end of the maturity spectrum of financial instruments. In general, financial markets provide four important economic functions. The first is that markets determine the prices of assets traded through the interaction of buyers and sellers. This is the process of price discovery. Second, financial markets provide a mechanism for an investor to sell a financial asset. Thus, markets offer liquidity or the ability to convert a financial asset into cash. Thirdly, financial markets reduce the cost of financial transactions. By bringing sellers and buyers of financial assets together, explicit search costs, such as the cost that would be spent to identify a seller or buyer of an asset are eliminated. Information costs, which are incurred in assessing the investment merits of a financial asset, are also reduced because specialized institutions emerge to produce information more efficiently. Finally, financial markets provide facilities for transferring risk. In so doing, they ensure that risks are borne by those most willing to bear them. In performing all these functions, financial markets serve to mobilize savings from the public and channel them to firms undertaking productive investments, generating even more savings and investment in a virtuous growth cycle. Inactive markets are weak in terms of liquidity production and information production. An inefficient market becomes a barrier to raising capital in the primary market, and reduces the volume of trading in secondary markets (Mensah, 2008).

Capital markets have also played a significant role in mobilising domestic savings to support development. It is estimated that the current stock of equity investment held by non-residents in emerging capital markets may be as high as US$17 billion, but this is only 3% of the total capitalisation of emerging capital markets. In other words, residents of developing countries hold 97% of the total capitalisation of emerging capital markets. This is a clear indication of the important role that capital markets can play in mobilizing ‘idle savings’ and channeling them to productive investment (Irving, 2005).
Capital market institutions, such as stock exchanges, stockbrokerage and investment banking firms, deliver several secondary economic benefits. Capital markets facilitate corporate governance and serve as markets for corporate control. Inefficient management is typically thrown out of office through takeovers, which allow unfriendly raiders to accumulate shares in the open market and take control of the firm. The very threat of such takeovers is actually a powerful mechanism for disciplining management. The stock market also serves as a thermometer for corporate performance. Management gets signals from the stock price behavior to judge performance and take corrective action. In short, the stock market votes on corporate performance (Mensah, 2008).

Many of the African stock markets are characterised by relatively low liquidity which are below that of most emerging capital markets. Part of this stems from factors and circumstances such as : (a) relatively low trading volumes, (b) lack of information flow about securities to both institutional and individual investors (c) lack of investor awareness of the opportunities in these markets, and (d) the relatively unstable economies in these countries. To a large extent, (a) to (d) can be traced to lack of proper governance and legal structures to deal with capital market dynamics (Moss, 2003).

Many African stock exchanges benefit from direct and indirect government subsidies in order to cover their operating expenses. According to Moss (2003), the reasons for the high propensity of African governments to promote stock exchanges are both “technocratic” and “political”. The technocratic reasons are the economic reasons normally advanced by technocrats to justify formal capital markets, while the political factors are a complex mix of non-economic factors which underpin government objectives for promoting stock exchanges.

Promotion of economic growth led by the private sector requires the creation of an enabling environment within which the private sector can flourish. A key factor is the healthy growth of a nation’s financial sector, which in turn improves the private sector’s access to services such as bank credit, equity capital, payments and risk management services. Generally, the development of financial sectors has followed a trend beginning with channeling savings and investments through banks followed by the development of capital markets as savers search for higher returns and firms seek cheaper capital (IMF, 2007).

In principle, the stock market is expected to accelerate economic growth by providing a boost to domestic savings and increasing the quantity and the quality of investment (Singh, 1997). The stock market is expected to encourage savings by providing individuals with an additional financial instrument that may better meet their risk preferences and liquidity needs. Better savings mobilization may increase the savings rate (Levine and Zervos, 1998). Capital markets have the potential to meet the fixed-capital needs of the private sector. They can ensure the efficient and sustainable funding of governments, corporations, banks, and large-scale or long-term projects (Rwelamila, 2009).  In addition, capital markets facilitate the mobilization and allocation of medium and long-term funds for productive investment by: 
a) Providing a simple mechanism for the transfer of funds 
b) Facilitating companies’ access to a large number of local and foreign investors 
c) Widening the array of financial instruments available to savers and investors 
d) Increasing the diversity and competition in the financial systems 
e) Providing market signals on current situations and future expectations. 

Generally according to Mensah (2008), the effective functioning of capital markets requires the following:-
a) Existence of an exchange, clearing and settlement system. 
b) Existence of a legal system to enforce contracts. 
c) Availability of information on financial soundness and future prospects of companies. 
d) Governance of corporations in a manner that gives investors confidence that their funds will not be stolen or wasted. 

Stock markets also provide an avenue for growing companies to raise capital at lower cost. In addition, companies in countries with developed stock markets are less dependent on bank financing, which can reduce the risk of a credit crunch. Stock markets therefore are able to positively influence economic growth through encouraging savings amongst individuals and providing avenues for firm financing (Mboya, 2007).

The stock market is supposed to ensure through the takeover mechanism that past investments are also most efficiently used. Theoretically, the threat of takeover is expected to provide management with an incentive to maximize firm value. The presumption is that, if management does not maximize firm value, another economic agent may take control of the firm, replace management and reap the gains from the more efficient firm. Thus, a free market in corporate control, by providing financial discipline, is expected to provide the best guarantee of efficiency in the use of assets. Similarly, the ability to effect changes in the management of listed companies is expected to ensure that managerial resources are used efficiently (Kumar, 1984).

Efficient stock markets may also reduce the costs of information. They may do so through the generation and dissemination of firm specific information that efficient stock prices reveal. Stock markets are efficient if prices incorporate all available information (Moss, 2003). Reducing the costs of acquiring information is expected to facilitate and improve the acquisition of information about investment opportunities and thereby improving resource allocation. Stock prices determined in exchanges and other publicly available information may help investors make better investment decisions and thereby ensuring better allocation of funds among corporations as a result a higher rate of economic growth.

Stock market liquidity is expected to reduce the downside risk and costs of investing in projects that do not pay off for a long time. With a liquid market, the initial investors do not lose access to their savings for the duration of the investment project because they can easily, quickly and cheaply sell their stake in the company (Bencivenga and Smith, 1991). Thus, more liquid stock markets could ease investment in long term, potentially more profitable projects, thereby improving the allocation of capital and enhancing prospects for long-term growth.  By reducing the need for precautionary savings, increased stock market liquidity may have an adverse effect on the rate of economic growth.

Critics of the stock market argue that, stock market prices do not accurately reflect the underlying fundamentals when speculative bubbles emerge in the market (Bilgrami, 1998). In such situations, prices on the stock market are not simply determined by discounting the expected future cash flows, which according to the efficient market hypothesis should reflect all current available information about fundamentals. Under this condition, the stock market develops its own speculative growth dynamics, which may be guided by irrational behavior. This irrationality is expected to adversely affect the real sector of the economy as it is in danger of becoming the by-product of a casino. Critics further argue that stock market liquidity may negatively influence corporate governance because very liquid stock market may encourage investor myopia. Since investors can easily sell their shares, more liquid stock markets may weaken investors’ commitment and incentive to exert corporate control. In other words, instant stock market liquidity may discourage investors from having long-term commitment with firms whose shares they own and therefore create potential corporate governance problem with serious ramifications for economic growth (Cornett et al., 1999).

There are a number of reasons why governments have found it necessary to develop capital markets in their countries (Mensah, 2008). With regard to Tanzania, the underlying reason for the development of capital markets is the transition of the country’s economy from a “planned” economy, dominated by parastatal enterprises, towards a “markets” economy, where the private sector is expected to play an increasing important role. Another reason is the failure of banking sector to provide long-term capital to finance corporate transactions because borrowing from banks has been associated with higher costs than raising capital direct from the investors (DSE, 2001).

This situation caused many parastatal to be privatized through the PSRC. Also the government withdrew from running many business activities. This in turn called for new investors who could provide funds that formerly were provided by the government. To achieve this then capital market was introduced in the country. This aimed at achieving broad base of the share ownership and provision of investment culture in the country (Mboya, 2007). Although some efforts have been put to inculcate investment culture in the country, the pace is still low which is associated with low public awareness.

Challenges facing capital markets include; few products, low liquidity, regulatory constraints, a relatively unenlightened investing public participation and awareness as not many Tanzanians know how capital markets function, absence of collective investment schemes, family-business mindset, unfavourable macro-economic conditions (e.g. high inflation, fiscal deficit and public indebtedness), a low volume of demand and supply of financial products, a very low volume of transactions, lack of technological infrastructure and a poor savings culture among Tanzanians (Njau, 2007).
1.3 [bookmark: _Toc333415543][bookmark: _Toc367114233][bookmark: _Toc373884003]Statement of Problem
Capital markets have the potential to meet the fixed-capital needs of the private sector. They can ensure the efficient and sustainable funding of governments, corporations, banks, especially in large-scale or long-term projects (Rwelamila, 2009).  In addition, capital markets facilitate the mobilization and allocation of medium and long-term funds for productive investment by; a) Providing a simple mechanism for the transfer of funds; b) Facilitating companies’ access to a large number of local and foreign investors; c) Widening the array of financial instruments available to savers and investors; d) Increasing the diversity and competition in the financial systems; e) Providing market signals on current situations and future expectations. 

Despite the benefits accrued from capital markets such as lowering the cost of equity and hence stimulating investment and growth by spreading risks of long-term investment projects, attracting foreign portfolio capital, increasing domestic resource mobilization and expanding the resource available for investment; trading at the Dar es Salaam Stock Exchange still reflects the slow pace of listed companies. It is from that background that, this study intends to examine the factors that affect capital market development adaptation in Tanzania and come out with solutions for the betterment of all stakeholders involved in capital markets development. 
[bookmark: _Toc308883955][bookmark: _Toc309095673]
1.4 [bookmark: _Toc333415544][bookmark: _Toc367114234][bookmark: _Toc373884004]Research Objectives 
[bookmark: _Toc308883956][bookmark: _Toc309095674]The researcher examined the factors that inhibit capital market development adaptation in Tanzania by focusing at Dar es Salaam Stock Exchange.
[bookmark: _Toc333415545][bookmark: _Toc367114235][bookmark: _Toc373884005]1.4.1 	General Objective
[bookmark: _Toc308883957][bookmark: _Toc309095675]The general objective of the study is to examine the factors that affect capital market development adaptation in Tanzania and suggest measures for improving the situation.
[bookmark: _Toc333415546]
[bookmark: _Toc367114236][bookmark: _Toc373884006]1.4.2	Specific Objectives
a) To identify the factors that influence capital market development adaptation in Tanzania.
b) To identify and examine the strategies utilized by Dar es Salaam Stock Exchange (DSE) to expand their services to stakeholders in Tanzania.
c) To identify information literacy skills which stakeholders possess for the adaptation of capital market development in Tanzania.
d) To identify viable infrastructures for the capital market development adaptation in Tanzania.

1.5 [bookmark: _Toc333415547][bookmark: _Toc367114237][bookmark: _Toc373884007]Research Questions
In order to examine the factors inhibiting capital market development in Tanzania, the researcher put forward some questions which answered the objectives as follows:- 
[bookmark: _Toc333415548][bookmark: _Toc367114238][bookmark: _Toc373884008]1.5.1 	General  Question
What are the factors that affect capital market development adaptation in Tanzania?.

[bookmark: _Toc333415549][bookmark: _Toc367114239][bookmark: _Toc373884009]1.5.2 	Specific Questions
The following are the research questions which guided the researcher in data collection:
a) What are the factors that influence capital market development adaptation in Tanzania?
b) What are strategies utilized by Dar es Salaam Stock Exchange (DSE) to expand their services to stakeholders in Tanzania?
c) What are information literacy skills do stakeholders possess for the adaptation of capital development in Tanzania?
d) What are the viable infrastructures for the capital market development adaptation in Tanzania?

1.6 [bookmark: _Toc41133257][bookmark: _Toc43722259][bookmark: _Toc46051815][bookmark: _Toc46052818][bookmark: _Toc46053441][bookmark: _Toc56030000][bookmark: _Toc79997756][bookmark: _Toc86739218][bookmark: _Toc333415550][bookmark: _Toc367114240][bookmark: _Toc373884010][bookmark: _Toc79997757][bookmark: _Toc86739219]Significance of the Study 
a) Capital markets are mechanisms for raising and trading long term capital and thus represent the long-end of the maturity spectrum of financial investments. In general, capital markets provide four important economic benefits: price discovery, liquidity,reduced cost of financial transactions and risk transfer.
b) Secondary economic benefits include improved corporate governance, a market for corporate control and market-based benchmarks for corporate performance.
c) On a macro level, capital markets provide diversification within markets dominated by banking systems. Securities firms operate within a stock exchange framework to fulfill the economic role of capital markets through a set of distinct activities that include broker, dealer and advisory and research functions.
1.7 [bookmark: _Toc333415551][bookmark: _Toc367114241][bookmark: _Toc373884011]Justification
The lessons from this study as well as the recommendations for the future will contribute to the understanding of capital market development adaptation in Tanzania and other developing countries of the world.

1.8 [bookmark: _Toc333415552][bookmark: _Toc367114242][bookmark: _Toc373884012]Limitations of the Study
[bookmark: _Toc320892061]The limitations of the study were as follows:-
i) Financial Constraints. The financial support expected from researcher’s pocket money was limited. For that case, the researcher was unable to gather or collect the whole data from all respondents of the respective area and offices; hence taking a sample.
ii) Time factors. The time allocated for data collection was very short compared to the importance and tedious work of collecting data.
iii) Response rate. It was expected that the response rate would be low due to respondents being in a hurry, very busy with their daily activities and others were not at their working place sometimes.
iv) Lack of co-operation and confidentiality of information. It was expected that, some respondents would show minimal co-operation as long as the information required from them needed confidentiality which to some circumstances were not revealed.
v) Wrong answers. Due to the nature of the problem studied, it was expected to have wrong answers from respondents because of touching ones sensitive issues (i.e. money)

1.9 [bookmark: _Toc333415553][bookmark: _Toc367114243][bookmark: _Toc373884013]  Organization of the Study
The research consisted of five chapters. The .first chapter was an Introduction which provided the background information. The second chapter presented the Literature Review, the third chapter discussed the Materials and Methods used, the fourth chapter analyzed and presented the Results and Discussion while the fifth chapter presented the Conclusion and Recommendations.





[bookmark: _Toc333415554][bookmark: _Toc367114244][bookmark: _Toc373884014]CHAPTER TWO

[bookmark: _Toc333415555][bookmark: _Toc367114245][bookmark: _Toc373884015]2.0 LITERATURE REVIEW

[bookmark: _Toc333415556][bookmark: _Toc367114246][bookmark: _Toc373884016]2.1	Introduction 
This chapter reviewed the literatures of other studies in order to provide a theoretical framework which guided the development of the study on which analysis of data for the study was based. It is based on Theoretical definitions of terms/concepts, theoretical study, empirical study and the Conceptual framework.

[bookmark: _Toc315108157][bookmark: _Toc333415557][bookmark: _Toc367114247][bookmark: _Toc373884017]2.2	Theoretical Literature Review
2.2.1 [bookmark: _Toc333415558][bookmark: _Toc367114248][bookmark: _Toc373884018]Theoretical Definitions of Concepts and Terms Used
2.2.1.1 Financial System
Admittedly, there is no universally and unequivocally agreed on definition of what a financial system is. However, majority of scholars and practitioners have defined it as a collection of financial markets, financial intermediaries, laws, regulations and techniques through which fixed income securities, equities and other securities are packaged, traded and yields are determined.

2.2.1.2 Financial Markets
These are defined as a collection of markets that deal with all financial assets, including those which payoff in short term, usually less than one year (known as money markets) and those whose tenor/life is of a long term nature (known as capital markets). Financial markets are therefore comprised of money and capital markets.
2.1.1.2.1 Money Markets
The money market consists of financial institutions and dealers in money or credit who wish to either borrow or lend. Participants borrow and lend for short periods of time, typically up to thirteen months. Money market trades in short-term financial instruments are commonly called "paper." This contrasts with the capital market for longer-term funding, which is supplied by bonds and equity. The core of the money market consists of inter-bank, lending-banks, borrowing and lending to each other using commercial paper, repurchase agreements and similar instruments. These instruments are often benchmarked to (i.e. priced by reference to) the appropriate term and currency.

2.2.1.2.2 Capital Markets
Are facilities and mechanisms through which funds move from idle holders to productive users. They are facilities which channel funds, at market price, to productive activities. Capital markets have two interdependent segments: primary and secondary markets.

2.2.1.2.2.1 Primary Markets
Are financial markets in which new issues of securities are sold to initial buyers for the first time, commonly referred to as Initial Public Offers (IPOs). A good example is when a company floats its shares or sells its corporate bonds to the investing public for the first time. The securities issued in primary markets are later traded in the secondary markets.
2.2.1.2.2.2 Secondary Markets
These are markets which deal with buying and selling of securities previously issued and subscribed to (in the hands of investors) in primary markets. An example of a secondary market institution is a Stock Exchange; where investors through their brokers, sell and purchase listed securities. The Stock Exchange is therefore one of the key constituencies of a financial system with unique functions.

2.2.1.3 Capital Market Infrastructure
Infrastructure refers to the mechanisms that facilitate the buying and selling of securities (i.e. exchange, settlement and clearing platforms) for public, private brokers and other organisations that help bring together groups of investors and firms seeking investments. These include; the institutional infrastructure, the regulatory infrastructure, the legal infrastructure, securities market infrastructure and training infrastructure (for brokers and dealers of stock markets)
    
2.2.2 [bookmark: _Toc333415559][bookmark: _Toc367114249][bookmark: _Toc373884019]Theoretical Studies
Marone (2003) affirmed that the relatively low level of stock market participation, especially by domestic investors, can be partially explained by the low rate of domestic savings, the lack of institutional investors such as pension funds and mutual funds, the low rate of return from holding stocks, compared to holding riskless assets, and the poor performance of listed companies. This failure is attributed more to the overall weak economic environment and less to a function of the legal and technical constraints on the exchange.
According to Mensah (2008) the capital market is affected by a range of factors. Some of the factors which influence capital market are as follows: - a) Performance of domestic companies. The performance of the companies or rather corporate earnings is one of the factors which has direct impact or effect on capital market in a country. Weak corporate earnings indicate that the demand for goods and services in the economy is less due to slow growth in per capita income of people. Because of slow growth in demand there is slow growth in employment which means slow growth in demand in the near future. Thus weak corporate earnings indicate average or not so good prospects for the economy as a whole in the near term. In such a scenario the investors (both domestic as well as foreign) would be wary to invest in the capital market and thus there is bear market like situation. 

The opposite case of it would be robust corporate earnings and its positive impact on the capital market; b) Macro Economic Numbers. The macroeconomic numbers also influence the capital market. It includes Index of Industrial Production (IIP) which is released every month, annual Inflation number indicated by Wholesale Price Index (WPI) which is released every week, Export –Import numbers which are declared every month, Core Industries growth rate which comes out every month, etc. This macro –economic indicators indicate the state of the economy and the direction in which the economy is headed and therefore impacts the capital market; c) Global Cues. In this world of globalisation various economies are interdependent and interconnected. An event in one part of the world is bound to affect other parts of the world; however the magnitude and intensity of impact would vary. Thus capital market in any country is also affected by developments in other parts of the world i.e. U.S., Europe, Japan, etc. Global cues includes corporate earnings of Multi National Corporations (MNCs), consumer confidence index in developed countries, jobless claims in developed countries, global growth outlook given by various agencies like IMF, economic growth of major economies, price of crude –oil, credit rating of various economies etc. An obvious example at this point in time would be that of sub prime crisis & recession. Recession started in U.S. and some parts of the Europe in early 2008. Since then it has impacted all the countries of the world- developed, developing, and less- developed and even emerging economies; d) Political stability and government policies. 

For any economy to achieve and sustain growth it has to have political stability and pro-growth government policies. This is because when there is political stability there is stability and consistency in government’s attitude which is communicated through various government policies. The vice- versa is the case when there is no political stability. So capital market also reacts to the nature of government, attitude of government, and various policies of the government; e) Growth prospectus of an economy. When the national income of the country increases and per capita income of people increases it is said that the economy is growing. Higher income also means higher expenditure and higher savings. This sounds well for the economy as higher expenditure means higher demand and higher savings means higher investment. Thus when an economy is growing at a good pace capital market of the country attracts more money from investors, both from within and outside the country and vice -versa. So we can say that a growth prospect of an economy does have an impact on capital markets; f) Investor Sentiment and risk appetite. Another factor which influences capital market is investor sentiment and their risk appetite .Even if the investors have the money to invest but if they are not confident about the returns from their investment, they may stay away from investment for some time. 

Rwelamila (2009) identified strategies for the development of effective capital markets such as, amending existing regulations, developing new products, obtaining advance technology and infrastructure and improving practices. While facilitating improvements in the capital market infrastructure; one has to create and maintain a market in which securities can be issued and traded in an orderly and fair manner. In order to achieve this, it is the duty of the stock market to ensure that suitable infrastructure is in place.

Rule making is often required to remedy abusive practices and facilitate changing economic conditions. In general, rulemaking and policies are designed to improve disclosure, facilitate the flow of important information to investors and the public, improve governance, promote high-quality accounting standards, enhance the accountability of market intermediaries and other market participants, and strengthen the structure of the trading markets (Mboya, 2007).

Another strategy for the development of effective capital market is to facilitate improvements in liquidity and introduction of new products in the capital market liquidity (Madomba, 2002). A liquid market is a market where securities can be sold, with minimal loss of value at any time within the market time. Liquidity is the key characteristic of a developed or an emerging capital market in the world. Liquidity is a function of many attributes such as number of listed companies listed on the exchange, maintenance of a minimum public float of listed companies, new products available in the capital market and number of active investors in the exchange etc.
Liquid equity/bond markets make investment less risky and more attractive, because they allow investors to acquire securities and to sell it quickly, if they need to access their savings as well as alter their portfolios. At the same time, companies enjoy permanent access to capital raised through equity issues.  By facilitating longer-term, more profitable investments, liquid markets improve the allocation of capital and enhance prospects for long-term economic growth. Furthermore, by making investment less risky and more profitable, stock market liquidity can pave the way for more investment.

Other proponents of capital market development encourage and facilitate the widening and broadening of Issuer and Investor Base by widening and broadening of the listed companies in the stock market. It is vital for an exchange to increase the number of companies listed on the exchange as it directly affects the liquidity of the market as well as the confidence of the investors. As a generally accepted practice, the size of the capital market is measured by the market capitalisation of the exchange. New listings will increase the market capitalisation (Mensah, 2008). More investors in the stock market will create more liquidity. The liquidity of the stock market provides investors the ability to quickly and easily sell securities. This is an attractive feature of investing in stocks, compared to other less liquid investments. Successful implementation of all these initiatives can only be achieved through extensive support from the stakeholders, as other local companies should be encouraged to raise funds through the capital markets, as an alternate source of capital other than banks. The process will increase investment and saving avenues, hence facilitating public participation in the growth of the economy.

2.3 [bookmark: _Toc333415560][bookmark: _Toc367114250][bookmark: _Toc373884020]Empirical Literature Review
Demirgùc-Kunt and Levine (1993) affirmed that capital market is affected by a range of factors. Some of the factors which influence capital market are as follows; a) Performance of domestic companies. The performance of the companies or rather corporate earnings is one of the factors which has direct impact or effect on capital market in a country. Weak corporate earnings indicate that the demand for goods and services in the economy is less due to slow growth in per capita income of people. Because of slow growth in demand there is slow growth in employment which means slow growth in demand in the near future. Thus weak corporate earnings indicate average or not so good prospects for the economy as a whole in the near term. In such a scenario the investors (both domestic as well as foreign) would be wary to invest in the capital market and thus there is bear market like situation. The opposite case of it would be robust corporate earnings and its positive impact on the capital market; b) Macro Economic Numbers. The macro-economic numbers also influence the capital market. It includes Index of Industrial Production (IIP) which is released every month, annual Inflation number indicated by Wholesale Price Index (WPI) which is released every week and Export –Import numbers which are declared every month; c) Global Cues. In this world of globalisation various economies are interdependent and interconnected. An event in one part of the world is bound to affect other parts of the world; however the magnitude and intensity of impact would vary. Thus capital market in Tanzania can be affected by developments in other parts of the world i.e. U.S, Europe, Japan, etc. Global cues includes corporate earnings of Multi National Corporations (MNC’s), consumer confidence index in developed countries, jobless claims in developed countries, global growth outlook given by various agencies like IMF, economic growth of major economies, price of crude –oil, credit rating of various economies. An obvious example at this point in time would be that of sub prime crisis & recession. However, there are other factors which influence capital market development adaptation in Tanzania such as legal and regulatory framework that ensure the protection and security of investors in place and that calls-over system of transaction to be transparent.

According to Ituwe (2004) there are traits of characteristics of stock market development such as (1) traditional characteristics, which include market capitalization, the amount of new capital raised through stock offerings, the number of listed companies and turnover; (2) institutional characteristics, which include regulations, information disclosure, transparency rules and trading costs; and (3) asset pricing characteristics, which is the efficiency with which the market prices risk and the degree of integration into world stock markets. However, these characteristics affect the capital market of a given country according to its set up and running. 

Pardy (1992) contended that there are two basic building blocks necessary for a thriving securities market: (1) a macroeconomic and fiscal environment conducive to the supply of good quality securities and sufficient demand for them; and (2) a market infrastructure capable of supporting efficient operation of the securities market. Under the first precondition, the author indicates that the demand for and supply of securities is crucially linked to the state of the macro economy. If the macro economy is conducive to profitable business operation, a sufficient number of sound businesses can develop to a stage where access to securities markets is useful for their continued growth. This means that if there are not sufficient profitable businesses with good prospects for the future, there is little reason to have a securities market which runs in the right path.

Ujunwa (2012) has highlighted strategies to be incorporated by emerging markets such as; a) developing relationships with non-traditional partners such as MNCs; b) co-inventing custom solutions; and c) enhancement of training infrastructure by building local capacity through seminars and workshops which facilitate stakeholders with the understanding of capital market development. He continues emphasizing that, adopting a strategic management approach in ensuring capital market efficiency ranging from effective regulation to achieving favourable macro-economic environment is very vital for any capital market adaptation. However, the ideas above haven’t to a great extent been accommodated by many capital markets; Tanzania being among them. Given the pivotal role of the market in economic development, it becomes imperative to adopt strategic management measures to ensure the efficiency of the capital market. These measures range from effective regulation to achieving favourable macroeconomic environment. These strategies will not only promote the efficiency of the capital market, but will leverage the role of the capital market in promoting economic growth.
A company that raises funds from the public must be required to disclose sufficient information to allow an educated investor to make a reasoned investment decision so that the aggregate of investors’ decisions may be a good assessment of a company’s worth (Allen, 1999). This requires an effective legal infrastructure to specify and enforce disclosure standards for all companies issuing securities for the public. Those companies that have securities listed for secondary trading on a market such as a stock exchange should be subjected to additional disclosure requirements imposed as listing rules.

Chuppe and Atkin (1992) contended that information asymmetries abound in financial markets. The managers of a firm know more about that firm's market prospects and investment opportunities than do outsiders. Financial market professionals often have access to information that is not widely available. In an unregulated market, the possibility exists that unsuspecting investors will be harmed by those with access to information not available to the public at large. This is important for the economy because lack of public confidence in securities markets would cause the supply of funds to the markets to dry up, thus depriving the economy of the benefits of a functioning market. The authors further observe that these information asymmetries are the basic justification for a large number of regulations. Disclosure requirements for public companies must ensure that financial information is available for investors in a way that facilitates inter-company comparisons. It must be noted; however, that disclosure is only effective if there are good accounting standards in place, standards that allow investors to assess the financial health of enterprises; as there have been under pricing by investment bankers in an environment of information asymmetry. Public disclosure of relevant information about securities is important for both pricing efficiency and market confidence. If investors are to make sound judgments about the value of securities, they must be fully informed of relevant facts.

Information symmetry is a practice where all market participants are equally privilege to information on market condition. This can be achieved through disclosure, transparency and accountability. The absence of effective disclosure, transparency and accountability, undermines the market and creates perverse incentives for those individuals determined to bend the rules (Ujunwa, 2012). Therefore, the Securities and Exchange Commission must ensure that all public companies disclose meaningful and relevant information to the public. Effective disclosure system thrives with good accounting system. This brings to the fore, the importance for the adoption of the International Financial Reporting Standard. The Securities and Exchange Commission can advance this pursuit using the modern information technology innovation to improve disclosure. Information symmetry will offer quality and timely information for decision making, which leads to broader investment opportunities for investors. It also restores international confidence as such disclosure requirements conform to international standard, and also help market regulators to detect deviations from the rules and regulations (Ituwe, 2004). However, information disclosure goes hand in hand with the literacy skills possessed by all stakeholders such as Regulators (both internal and external); Investment Advisers; Dealers/Brokers; Back Office staff; Exchange staff; Fund Managers; Corporate Advisers and Consumers; as the Dar es Salaam Stock Exchange seems to lack well-trained professionals a factor that may be related to the poor development and adaptation of services to many Tanzanians.

According to Allen (1999) the critical issue in the operation of a financial system is the way in which information is generated, distributed and used. The role of information in financial markets is a rich and varied one. It is that stock markets make a great deal of information available which allows the decentralization of decisions both the head office and divisions. However, bank based financial systems may permit the same kind of information to be obtained internally and may do so as well in allocation resources. An economy with informational efficiency may allocate resources well, but may have price volatility and impose too much risk on holders of financial assets

Ujunwa (2012) has provided the viable capital market infrastructures that will make them operate in an efficient, fair and stable manner. He put them into three parts namely; a) The institutional infrastructure, which provides the operational basis for the market, relates to intermediaries that provide trading, investment management and financial advisory services; market and market-related service providers for stock exchanges, over-the-counter markets, market information services, transaction clearance and settlement systems, and securities transfer, registration and custody; and providers of ancillary services such as accounting and auditing, legal advice, and financial valuation and debt rating services; b) The regulatory infrastructure which relates not only to the government body that has the power and responsibility to supervise the market, but also includes self-regulatory organizations such as stock exchanges, accounting standards boards, and accounting and auditing professional associations and similar organizations. It also includes their rules and regulations, procedures, and facilities such as stock exchange listing and trading rules or accounting and auditing standards, plus the monitoring and enforcement of these rules; and c) The legal infrastructure provides the basis for the operational and regulatory framework. It provides for property rights, contractual relationships, forms of incorporation, and rights and responsibilities of participants in the market. It also specifies the powers and responsibilities of the government supervisory authority and self-regulatory organizations. 

According to Pardy (1992) sound securities market infrastructure development has to recognize the importance of taxation (fiscal environment). The author finds that differential effective tax rates on either income or capital gains from different financial instruments will distort capital raising and investment decisions. He supports this conclusion by observing that quite a number of developing countries with state ownership of commercial banks have tax rates that discriminate in favour of savings and demand deposits as opposed to securities investment, and in favour of borrowing from banks as opposed to raising capital from the public. However, for capital market infrastructure development, these taxation differentials must be removed.
2.4 [bookmark: _Toc333415561]
2.5 [bookmark: _Toc367114251][bookmark: _Toc373884021]Conceptual Framework
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[bookmark: _Toc333415562][bookmark: _Toc367114252][bookmark: _Toc373884022][bookmark: _Toc333415563]CHAPTER THREE

[bookmark: _Toc367114253][bookmark: _Toc373884023]3.0 RESEARCH METHODOLOGY

[bookmark: _Toc333415564][bookmark: _Toc367114254][bookmark: _Toc373884024]3.1 	Introduction
This chapter provided a blue print of investigation which was adopted in the study under the following parts; study area; research design; population and sample size; sampling procedures and techniques;  data type and data collection methods and data analysis techniques.

[bookmark: _Toc333415565][bookmark: _Toc367114255][bookmark: _Toc373884025]3.2 	Study Area
The study was done at Dar es Salaam Stock Exchange (DSE) where the challenges are. The nature of this DSE has necessitated a need to examine the factors affecting capital market development adaptation in Tanzania as to establish the need for the effective use of this firm thereby attaining its goals.

[bookmark: _Toc333415566][bookmark: _Toc367114256][bookmark: _Toc373884026]3.3 	Research Design
The research design used was survey research design as information were collected from a relatively large number of cases or units of inquiry under investigation and only a sample of cases was examined. This allowed the collection of data from different groups in a given time (Ndunguru, 2006). Because of time and cost considerations the researcher actually examined only a sample of these cases.


3.4 [bookmark: _Toc333415567][bookmark: _Toc367114257][bookmark: _Toc373884027]Population and Sample Size 
The population for this study was made up of all stakeholders (140) in the study area that is; Dar es Salaam Stock Exchange (DSE) officials; Capital market securities authority (CMSA) officials; Dealers/Brokers and Experts in Stock exchange such as workers/officials responsible for their respective areas were forming a part of the study population (Key informants). Cooper & Schindler (2008) affirmed that, for any valid and reliable study to be carried, its sample shouldn’t be less than 10% of its population. As it stands, the sample size is 25% of the population; hence fulfilling their affirmations. The sample size studied comprised of 35 respondents as shown in Table 3.1 

Table 3.1:	Population and Sample Size 
	Category of respondents
	Population
	Sample
	Method to be employed

	Dar es Salaam Stock Exchange  (DSE) officials
	42
	10
	Purposive sampling

	Capital market securities authority (CMSA) officials
	35
	5
	Random sampling

	Dealers/Brokers
	45
	15
	Purposive sampling

	Experts (Consultants) in Stock Exchange
	18
	5
	Random sampling

	Total
	140
	35
	



Source: Research Data (2013)


3.5 [bookmark: _Toc333415568][bookmark: _Toc367114258][bookmark: _Toc373884028]Sampling Procedures and Techniques
The study used three sampling procedures namely; simple random, purposive and stratification sampling.

[bookmark: _Toc333415569][bookmark: _Toc367114259][bookmark: _Toc373884029]3.5.1 	Simple Random Sampling
This method was utilized as each respondent from CMSA and Experts/Consultants in stock exchange had the same and independent chance of being selected. It was used to select the sample as identified above from each population. To obtain respondents simple random sampling procedure was used as follows. A complete list of CMSA officials and Experts/Consultants in stock exchange was obtained. Every official/member was given a unique number and the lottery technique of simple random sampling was used. Every name as well as its serial number was written on a piece of paper. All the pieces of paper were mixed and the numbers of pieces of paper corresponding to the numbers of predetermined samples were picked randomly. Lastly, the officials/members whose names appeared on the picked pieces of paper were requested to appear for the interview.

[bookmark: _Toc333415570][bookmark: _Toc367114260][bookmark: _Toc373884030]3.5.2 	Purposive Sampling
This method was used as it is a non-random sampling procedure in which personal experience of the respondent was considered to be key derived from the position one held or the roles s/he played in relation to a particular business.

[bookmark: _Toc333415571][bookmark: _Toc367114261][bookmark: _Toc373884031]3.5.3 	Stratification Sampling
This method was used as to focus on gender distribution (male & female selection) in order to obtain views from both sexes. This was incorporated in order to eliminate gender bias issues. The reason according to Yin (1994) is that, stratification serves the distribution among heterogeneous population which needs to be incorporated for the purpose of gaining insights from them.

[bookmark: _Toc333415572][bookmark: _Toc367114262][bookmark: _Toc373884032]3.6 	Data Type and Data Collection Methods
Primary and secondary data collection methods were used to elicit information from respondents and other sources.
[bookmark: _Toc333415573][bookmark: _Toc367114263][bookmark: _Toc373884033]3.6.1 	Primary Data Collection Methods
Primary data collection method was used by the researcher to collect data from the field whereby interview, questionnaire and observation methods were used.

3.6.1.1 Interview
The researcher used interview to the Management of DSE and CMSA as well as Experts/Consultants and Dealers who are familiar with the running of stock exchange. According to Yin (1994) the interview tool is very important source of getting information and it is helpful in handling survey related matters as the research design indicates.

3.6.1.2 Questionnaires
Questionnaires were used to obtain information from ALL respondents as shown above. This complemented and supplemented information obtained under interview, observation and documentary review. The reason was to obtain consistency of responses to the questions asked in repeated measurements (Carmines and Zeller, 1979).

3.6.1.3 Observation
The researcher used observation method in data collection in order to complement what were not obtained from the interview and questionnaires. The reason for using this method is its ability to obtain faithful answers from the respondents exactly when performing their particular jobs and making sure that what is observed is what is reported (Yin, 1994).
[bookmark: _Toc333415574][bookmark: _Toc367114264][bookmark: _Toc373884034]3.6.2 	Secondary Data Collection Methods
The researcher used documentary review methods in order to access accurate and reliable data on the factors influencing capital market, strategies utilized by stock markets to expand services to stakeholders, information literacy skills to be possessed by stakeholders and viable infrastructures for capital market development adaptation. Sources of data comprised of personal profiles, reports, guidelines, directives, policies, regulations, books, journals and minute of Stock exchange meetings.

[bookmark: _Toc333415575][bookmark: _Toc367114265][bookmark: _Toc373884035]3.7 	Data Analysis Techniques
Data collected were analysed both qualitatively and quantitatively. Quantitative data were summarized, coded and analyzed by Statistical Package for Social Science (SPSS). Frequency distribution and percentages were used to describe major variables. Qualitative data from interviews and observations were analyzed using content analysis (by analysing texts regarding  authorship, authenticity, or meaning from respondents’ responses on "Who says what, to whom, why, to what extent and with what effect?" ). 

According to Ole Holsti (1969) cited by Kumar (2007) content analysis is used into three basic categories:
i) Make inferences about the antecedents of a communication
ii) Describe and make inferences about characteristics of a communication
iii) Make inferences about the effects of a communication.
[bookmark: _Toc328131809][bookmark: _Toc328132016][bookmark: _Toc328133752][bookmark: _Toc330299559][bookmark: _Toc330299629][bookmark: _Toc333415576][bookmark: _Toc367114266][bookmark: _Toc373884036]CHAPTER FOUR

[bookmark: _Toc320278531][bookmark: _Toc328131810][bookmark: _Toc328132017][bookmark: _Toc328133753][bookmark: _Toc330299560][bookmark: _Toc330299630][bookmark: _Toc333415577][bookmark: _Toc367114267][bookmark: _Toc373884037]4.0 RESULTS AND DISCUSSION

[bookmark: _Toc292200880][bookmark: _Toc320278532][bookmark: _Toc328131811][bookmark: _Toc328132018][bookmark: _Toc328133754][bookmark: _Toc330299561][bookmark: _Toc330299631][bookmark: _Toc333415578][bookmark: _Toc367114268][bookmark: _Toc373884038]4.1	Introduction
This chapter presents results and discussions arising from data analysis by examining the factors that hinder capital market development adaptation in Tanzania with special reference to Dar es Salaam Stock Exchange (DSE). It is presented and discussed under five parts; the first part focuses the respondents’ characteristics; the second part identifies the factors that influence capital market development adaptation in Tanzania; the third part identifies and examines the strategies utilized by DSE to expand their services to stakeholders in Tanzania; the fourth part identifies the information literacy skills which stakeholders possess for the adaptation of capital market development in Tanzania and the fifth part identifies viable infrastructures for the capital market development adaptation in Tanzania.

[bookmark: _Toc328131812][bookmark: _Toc328132019][bookmark: _Toc328133755][bookmark: _Toc330299562][bookmark: _Toc330299632][bookmark: _Toc333415579][bookmark: _Toc367114269][bookmark: _Toc373884039]4.2	Respondents’ Characteristics
The respondents’ characteristics were examined under two main parts; the first being personal characteristics regarding; Age, Sex, Marital status and Level of education; and the second being the situational characteristics regarding; Occupation and Monthly income. 
[bookmark: _Toc327008959][bookmark: _Toc328131813][bookmark: _Toc328132020][bookmark: _Toc328133756][bookmark: _Toc330299563][bookmark: _Toc330299633]
[bookmark: _Toc333415580][bookmark: _Toc367114270][bookmark: _Toc373884040]4.2.1	Personal Characteristics
The personal characteristics dealt with were age, sex, marital status and level of education. The examination of respondents showed the following as in Table 4.1

[bookmark: _Toc367114316]Table 4.1:	Respondents’ Personal Characteristics 
	No
	Personal characteristics
	Number of respondents
	                  Percentage %

	1
	Age (in years)
	
	

	
	18-28
	05
	14.3

	
	29-39
	10
	28.6

	
	40-50
	15
	42.9

	
	51 and above
	05
	14.3

	2
	Sex
	
	

	
	Male
	25
	71.4

	
	Female
	10
	28.6

	3
	Marital status
	
	

	
	Married
	22
	62.9

	
	Single
	08
	22.9

	
	Widowed
	03
	08.6

	
	Divorced
	02
	05.7

	4
	Level of  education
	
	

	
	Secondary education
	05
	14.3

	
	Higher education
	30
	85.7



Source: Field Data (2013)

4.2.1.1 Age
[bookmark: _Toc333415690]The age distribution of the respondents was between 18 and 51 years and above, as given in Table 4.1. Those who were between 18 to 28 years of age occupied 14.3%, those between 29 to 39 years of age occupied 28.6% and those between 40 to 50 years occupied 42.9%. However, those with 51 years and above occupied 14.3%. The age distribution of respondents influenced the study due to experience gained on capital market development. With that regard the respondents who were between 18 to 50 years identified the factors that hinder capital market development such as politics of economic reform adopted from the programmes of donors, improved management of financial risks through securities enabling firms to improve their gearing ratios and market infrastructures with institutions and systems that facilitate trade and custody of securities as supported by Pardy (1992). Moreover, those who had 51 years and above could identify factors such as human resource base (lack of well trained professionals) and correlational risks found in African markets. Figure 4.1 shows the distribution of the age of respondents.
[bookmark: _Toc367114380][bookmark: _Toc367114527][image: ]
Figure 4.1:	Respondents’ Age Distribution 
Source: Field Data (2013)

4.2.1.2 	Sex
[bookmark: _Toc332039947][bookmark: _Toc333072526][bookmark: _Toc333415691]The results in Table 4.1 show that out of 35 respondents, 71.4% were male and 28.6% were female. However, the opinions from both sexes were vital regarding the factors that influence capital market development in Tanzania. While women could identify factors such as investor base which is small and appropriate enabling environment by focusing the nature of macro-economic policies adopted by authorities; men identified the lack of a robust regulatory framework which emanates from ignorance of law and incentives such as withholding tax on dividends paid for listed companies which is in agreement with Ujunwa (2012) as among the factors that influence capital market development adaptation. Figure 4.2 shows the sex distribution of respondents.
[image: ]
[bookmark: _Toc367114381][bookmark: _Toc367114528]Figure 4.2:	Respondents’ Sex distribution 
Source: Field Data (2013)

4.2.1.3 Marital status
The results from Table 4.1 indicate that 62.9% were married; 22.9% single; 8.6% widowed and 5.7% divorced. These findings suggest that marital status significantly influenced the study findings as most of those who were married could identify the lack of a robust regulatory framework emanating from ignorance of law and country risk (risk of macro-economic performance and policy errors) as key factors for capital market development. However, the involvement of those who were single, widowed and divorced played an important part by highlighting human resource base which lacks well trained professionals and market infrastructures with institutions and systems that facilitate trade and custody of securities supported by Ujunwa (2012) as among the factors. Figure 4.3 shows the percentage distribution of marital status. 
[bookmark: _Toc367114382][bookmark: _Toc367114529][image: ]
Figure 4.3:	Respondents’ Marital Status Distribution 
Source: Field Data (2013)

4.2.1.4 Level of Education
The data in Table 4.1 show that 14.3% of the respondents had attained secondary education while 85.7% higher education. The level of education was vital for the examination of factors that influence capital market development. Those who had attained secondary education identified factors such as politics of economic reform and improved management of financial risk which are in agreement with Mensah (2008) as among the factors; those with higher education put forward the country risk (risk of macro-economic performance and policy errors), investor base which is small and correlational risks found in African markets as the main factors. Figure 4.4 shows the percentage distribution of level of education of respondents.
[image: ]
[bookmark: _Toc333072406][bookmark: _Toc333415581][bookmark: _Toc367114383][bookmark: _Toc367114530][bookmark: _Toc373884041]Figure 4.4:	Respondents’ Level of Education Distribution
Source: Field Data (2013)

[bookmark: _Toc367114271][bookmark: _Toc373884042]4.2.2 	Situational Characteristics
[bookmark: _Toc332039871][bookmark: _Toc333072728]The situational characteristics dealt with were occupation and monthly income of the respondents. The examination of respondents showed the following as given in Table 4.2
[bookmark: _Toc367114317]Table 4.2:	Respondents’ Situational Characteristics
	No
	Situational characteristics
	Number of respondents
	                Percentage

	1
	Occupation
	
	

	
	Employees (DSE & CMSA)
	15
	42.9

	
	Consultants & Brokers
	20
	57.1

	2
	Monthly income
	
	

	
	500,000-800,000/=
	05
	14.3

	
	800,001-1,000,000/=
	12
	34.3

	
	Above 1,000,000/=
	18
	51.4



Source: Field Data (2013)

4.2.2.1 Occupation
The results in Table 4.2 show that; 42.9% of respondents were employees from Dar es Salaam Stock Exchange (DSE) and Capital Market Security Authority (CMSA) while; 57.1% of respondents were Consultants and Brokers. Those who were employees from DSE and CMSA pointed out factors such as investor base which is small, correlational risks found in most African markets and lack of a robust regulatory framework resulting from ignorance of law to most stakeholders as among the factors influencing capital market development. Moreover, those who were consultants and brokers identified factors such as the risk of market imperfections and illiquidity, lack of well trained professional (human resource base) and savings mobilization as among factors that influence capital development adaptation in the country which need to be enhanced as supported by Rwelamila (2009). Figure 4.5 shows the percentage distribution of the occupation of respondents.

[bookmark: _Toc332039951][bookmark: _Toc333072530][image: ]
[bookmark: _Toc367114384][bookmark: _Toc367114531]Figure 4.5:	Respondents’ occupation distribution 
Source: Field Data (2013)
4.2.2.2. Monthly income
[bookmark: _Toc332039952][bookmark: _Toc333072531]Data given in Table 4.2 show that 14.3% of respondents had monthly income raging from 500,000 - 800,000/= Tanzanian shillings (Tsh); while 34.3% having monthly income ranging from 800,001 – 1,000,000/= Tsh. Those who had monthly income above 1,000,000/= were 51.4%. Those who had monthly income ranging from 500,000/= to 1,000,000/= pointed out factors such as increased capital allocation and geography; while those who had income above 1,000,000/= highlighting long lived treasury bonds as key factors for capital market development adaptation. Figure 4.6 shows the monthly income of respondents.
[image: ]
[bookmark: _Toc367114385][bookmark: _Toc367114532]Figure 4.6:	Respondents’ Monthly Income 
Source: Field Data (2013)

[bookmark: _Toc333415582][bookmark: _Toc367114272][bookmark: _Toc373884043]4.3	Factors that Influence Capital Market Development Adaptation in Tanzania
The first objective of this study was to identify the factors that influence capital market development adaptation in Tanzania. According to the literature, the researcher identified twenty one factors which were considered to be influential for the capital market development adaptation. To obtain information on the factors that influence capital market development, the researcher asked the respondents to identify (in terms of Yes or No) among the factors if they were also relevant for the capital market development adaptation in Tanzania. Table 4.3 summarises these factors as follows;

[bookmark: _Toc367114318]Table 4.3:	Factors Influencing Capital Market Development in Tanzania 
	Factor
	Percentage %

	
	Yes
	No

	Emerging market fever (competing for share in global portfolio flows)
	70
	30

	A badge of inclusion (liberalization of African economies)
	72
	28

	Geography (location of regional markets)
	80
	20

	Populist symbolism (government search for democratizing ownership of wealth in the economy by private sector)
	85
	15

	Politics of economic reform (Adopted from the programs of donors)
	87
	13

	A source of long term finance (Securities markets as alternative to bank finance)
	86
	14

	Improved management of financial risk (Securities enabling firms to improve their gearing ratios)
	71
	29

	Increased capital allocation (Through pricing mechanism)
	74
	26

	Savings mobilization (By providing more opportunities for investors)
	81
	19

	Improved corporate governance (provision of formal capital markets and minimum standards of disclosure)
	89
	11

	Legal framework (spelling rights and obligations of lenders and borrowers)
	88
	12

	Incentives (Withholding tax on dividends paid for listed companies)
	90
	10

	Long lived treasury bonds (Capital gains & stamp duty exemptions)
	91
	09

	Appropriate enabling environment (Nature of macro- economic policies adopted by authorities)
	73
	27

	Lack of a robust regulatory framework (ignorance of law markets)
	89
	11

	Market infrastructure (institutions & systems that facilitate trade and custody of securities)
	90
	10

	Human resource base (lack of well-trained professionals)
	90
	10

	Investor base (Small)
	82
	18

	Country risk (Risk of macro- economic performance, policy errors etc)
	85
	15

	Risk of market imperfections and illiquidity (poorly defined legal rights of investors)
	80
	20

	Correlational risks (found in African markets)
	70
	30


Source: Field Data (2013)
The results in Table 4.3 show that the majority of respondents were able to identify by agreeing with the factors highlighted on the basis of their understanding on which factors influence capital market development adaptation in Tanzania. 

Specifically, the results in Table 4.3 show that (70%) of respondents identified the emerging market fever resulting from the competition for share in global portfolio flows which enabled companies to engage in global markets in a strategic manner and correlational risks found in African markets which need to be enhanced and, if not attended properly result into setbacks for companies to compete fairly as among the factors. However, improved management of financial risk through securities enabled firms to improve their gearing ratios (71%), a badge of inclusion due to liberalization of African economies (72%) while enabling companies to list themselves as to attain the benefits emanating from that inclusion, appropriate enabling environment emanating from the nature of macro-economic policies adopted by authorities (73%) which enable companies attain their objectives and increased capital allocation through pricing mechanism by seeking reasonable profit influenced capital market development.

On the other hand, the results in Table 4.3 reveal that, geography (location of regional markets) enabled companies to seek partners easily and risk of market imperfections and illiquidity which are poorly defined regarding the legal rights of investors (80%) enabled companies to manage their risks and attain liquidity for better performance which are in agreement with Rwelamila (2009) who suggested the amendment of existing regulations for the better performance of the capital market. Moreover, savings mobilization through the provision of more opportunities for investors (81%) influenced companies to seek for funds wherever they may be found in order to raise investor base which is still small (82%), populist symbolism encouraged through government search for democratizing ownership of wealth in the economy by private sector which is emphasized as the engine for economic growth and country risk from the risk of macro-economic performance, policy errors etc (85%) which ought to be managed and rectified influenced capital market development adaptation in line with the way investors can be confident about the returns from their investments.

Furthermore, the results in Table 4.3 show that capital market development is a source of long term finance as securities markets are alternative to bank finance (86%) which result from the politics of economic reform adopted from the programs of donors (87%) through structural adjustment programmes which accelerated the downsizing of employees enabled companies to attain profitability. However, legal framework which spells rights and obligations of lenders and borrowers (88%), lack of a robust regulatory framework due to ignorance of law markets (89%) and lack of human resource base (i.e. lack of well-trained professionals) influenced a lot the capital market development by alerting stakeholders to enhance capacity building to their employees. Moreover, market infrastructure (institutions and systems that facilitate trade and custody of securities) as supported by Ujunwa (2012) and incentives such as withholding tax on dividends paid for listed companies (90%) could result into long lived treasury bonds through capital gains and stamp duty exemptions (91%) and influence capital market development adaptation through tax holiday mechanisms which enable more companies to list and benefit from those incentives.

The African market can not dissociate with the global market and therefore the emerging market fever for global competition is the factor that influence capital market development which result from the competition for share in global portfolio flows and correlational risks found in African markets (70%), appropriate enabling environment emanating from the nature of macro- economic policies adopted by authorities (73%) and increased capital allocation through pricing mechanism influenced capital market development. Moreover, savings mobilization through the provision of more opportunities for investors (81%), investor base which is still small (82%), market infrastructure and incentives such as withholding tax on dividends paid for listed companies (90%) could result into long lived treasury bonds through capital gains and stamp duty exemptions (91%) for capital market development.The results present how African market needs to be part of global market. However, its inclusion calls upon African countries to cultivate an enabling environment which would mobilize savings through infrastructure enhancement as to attract more investors. 
[bookmark: _Toc333415583]
[bookmark: _Toc367114273][bookmark: _Toc373884044]4.4	Strategies Utilized by DSE to Expand Their Services to Stakeholders in Tanzania
The second objective of the study was to identify and examine the strategies utilized by DSE to expand services to stakeholders in Tanzania. From the literature, the researcher highlighted eleven strategies which were considered to be important for the capital market development adaptation.  For this purpose, the researcher asked the respondents to identify/mention (in terms of Yes or No) different strategies which would be used to expand services as Table 4.4 shows:-

[bookmark: _Toc367114319]Table 4.4:	Strategies Utilized by DSE to Expand the Services 
	Strategy
	Percentage %

	
	Yes
	No

	Amending existing regulations as to create and maintain market in which securities can be issued and traded on an orderly and fairly manner 
	85
	15

	Provision of mass education to all stakeholders on capital market awareness through radios, television and internet facilities
	87
	13

	Enhancement of marketing chances  to all stakeholders in order to have adequate products and listed companies
	92
	08

	Enhancement of effective capital markets by advising the government to revise and formulate policies viable to the development of capital markets
	75
	25

	Encouraging stakeholders to invest in the stock market for the purpose of diversifying the risks and utilize capital gains as collaterals
	90
	10

	Encouraging stakeholders to invest on areas that are more profitable such as shares and bonds, real estate and treasury bills
	84
	16

	Enhancement of fiscal incentives to investors (both domestic and foreign)
	91
	09

	Facilitating stakeholders to raise capital by enhancing transparency and good governance (every transaction must be known to the public)
	78
	22

	Enhancing and streamlining queer regulations which attract investors (domestic and foreign)
	80
	20

	Encouraging stakeholders to merge with other strategic partners as to become more stronger
	83
	17

	Co-inventing customer solutions
	80
	20



Source: Field Data (2013)

The results in Table 4.4 show that the majority of respondents identified by agreeing (through questions focusing their perception along with those strategies put before them for justification) and examined strategies utilized by DSE for the expansion of services to stakeholders; while the minority of respondents disagreeing or being unable to understand them due to the lack of information needed to be disseminated by DSE to all stakeholders for scrutiny and use as indicated above.

Specifically, the results in Table 4.4 show that, among the strategies identified and examined which DSE utilize included the enhancement of effective capital markets by advising the government to revise and formulate policies (which are in the process of being completed as reported by one of DSE officer) viable for the development of capital markets (75%) as with effective capital market along with viable policies, more companies will be attracted to list and run their business with confidence and facilitating stakeholders to raise capital by enhancing transparency and good governance because every transaction must be known to the public (78%). However, DSE was co-inventing customer solutions through collaborative efforts with stakeholders while enhancing and streamlining queer regulations which attract investors both domestic and foreign (80%) for the expansion of services thereby enabling economic performance of the country.

On the other hand, the results in Table 4.4 indicate that, encouraging stakeholders to merge with other strategic partners as to become more stronger (83%) was one of key strategies resulting into capital gains to some companies while encouraging stakeholders to invest on areas that are more profitable such as shares and bonds, real estate and treasury bills (84%) which to some extent need more efforts to be put by the government and other players as supported by Madomba (2002). However, DSE amended existing regulations in order to create and maintain market in which securities can be issued and traded on an orderly and fairly manner (85%) in line with the provision of mass education to all stakeholders on capital market awareness through radios, television and internet facilities (87%) for the betterment of those involved and those to be in the future in order to have a vibrant and performing capital market.

Furthermore, the results in Table 4.4 show that, DSE put forward strategies that encouraged stakeholders to invest in the stock market for the purpose of diversifying the risks and utilizing capital gains as collaterals (90%). This enables companies to seek for new ventures with the global focus. Moreover, the enhancement of fiscal incentives to investors (both domestic and foreign) (91%) and marketing chances to all stakeholders in order to have adequate products and listed companies (92%) were key strategies for the expansion of services to stakeholders for the capital market development which need to be enhanced for all stakeholders to utilize and attain their goals.

There has been enhancement of effective capital markets by advising the government to revise and formulate policies viable for the development of capital markets (75%) and facilitating stakeholders to raise capital by enhancing transparency and good governance (78%) as key strategies. However, stakeholders have been encouraged to merge with other strategic partners (83%) and investing on areas that are more profitable such as shares and bonds, real estate and treasury bills (84%) while DSE providing mass education to all stakeholders on capital market awareness through radios, television and internet facilities (87%) and enhancing fiscal incentives to investors (both domestic and foreign) (91%) and marketing chances to all stakeholders in order to have adequate products and listed companies (92%).
The results show the need to enhance transparency and good governance by DSE in order to enable every transaction get known to the public. By doing so, DSE would yield good results while streamlining queer regulations that attract investors (both foreign and domestic). However, keen revision of policies regarding capital market development need to be done by the government in collaboration with other stakeholders to enable companies list and run their businesses with confidence.

[bookmark: _Toc333415584][bookmark: _Toc367114274][bookmark: _Toc373884045]4.5	Information Literacy Skills Possessed by Stakeholders for the Adaptation of Capital Market Development in Tanzania
The third objective was to identify information literacy skills which stakeholders possess for the adaptation of capital market development in Tanzania. According to the literature, researcher identified seven literacy skills considered to be relevant to possess if they supported capital market development. Understanding of financial services, industry and marketing practices would enable stakeholders to trade with confidence while having excellent analytical and problem solving skills in capital markets would enable companies to merge with strategic partners. However, being able to analyze financial results and undertake financial research would enable stakeholders to understand the market and have strategic investments. Moreover, the ability to optimize investment banking relationships, monitor external capital market environment and understand the complex modeling of capital markets would enable stakeholders to collaborate for the enhancement of their business. To obtain the information the researchers asked the respondents to state and identify (in terms of Yes or No) which skills they possessed. Table 4.5 summarises the information literacy skills as follows:-

[bookmark: _Toc367114320]Table 4.5:	Information Literacy Skills Possessed by Stakeholders 
	Literacy skill
	Percentage %

	
	Yes
	No

	Understanding of financial services, industry and marketing  practices   done at DSE
	75
	25

	Having excellent analytical and problem solving skills in capital markets
	70
	30

	Being able to analyze financial results on capital market issues
	72
	28

	Ability to undertake financial research regarding capital markets transactions
	69
	31

	Ability to optimize investment banking relationships with other stakeholders
	80
	20

	Ability to monitor external capital market environment with various departments in the company
	68
	32

	Understanding of complex modeling of capital markets with  key players and trends of business
	84
	16



Source: Field Data (2013)

The results in Table 4.5 show that the majority of respondents identified by agreeing with the information literacy skills which stakeholders possess for the adaptation of capital market development; while the minority of respondents disagreeing or being ignorant due to little mass education provided regarding the literacy skills stakeholders ought to posses as indicated above.
Specifically, the results in Table 4.5 show that, stakeholders have the ability to monitor external capital market environment with various departments in their companies (68%) and ability to undertake financial research regarding capital markets transactions (69%) after being provided with knowledge through various trainings by DSE. This has enabled them to have excellent analytical and problem solving skills in capital markets (70%) related issues. However, continuous capacity building to all stakeholders involved in capital market need to be enhanced in line with the changing nature of global business.

On the other hand, the results in Table 4.5 show that, stakeholders  through training have been capacitated to analyze financial results on capital market issues (72%) thereby integrating what they have and undertake their business after understanding financial services, industry and marketing  practices done at DSE as reported by (75%) of respondents. However, stakeholders have been enhanced with the knowledge and ability to optimize investment banking relationships with other stakeholders (80%) in the industry in line with the understanding of complex modeling of capital markets with key players which facilitated smooth trends of business (84%) as Ujunwa (2012) suggested.

Enabling stakeholders to have the ability to monitor external capital market environment with various departments in their companies (68%) and undertaking financial research regarding capital markets transactions (69%) stakeholders could attain excellent analytical and problem solving skills in capital markets (70%) related issues. However, stakeholders  through training have been capacitated to analyze financial results on capital market issues (72%) thereby integrating what they have and undertake their business after understanding financial services, industry and marketing  practices done at DSE (75%) in line with the understanding of complex modeling of capital markets with key players which facilitate smooth trends of business (84%). The results show that stakeholders are able to undertake their business after understanding financial services, industry and marketing practices done at DSE. However, the inability shown to undertake financial research regarding capital market transactions need to be enhanced through continuous capacity building to be facilitated by DSE  for the betterment of stakeholders.

[bookmark: _Toc333415585][bookmark: _Toc367114275][bookmark: _Toc373884046]4.6	Viable Infrastructures for the Capital Market Development Adaptation in Tanzania
The last objective of the study was to identify viable infrastructures for the capital market development adaptation in Tanzania. According to the literature, the researcher identified five viable infrastructures which were considered to be relevant for the capital market development adaptation. To obtain the information the researcher assisted the respondents to identify (in terms of Yes or No) preferentially various infrastructures which they thought would enhance capital market development. Table 4.6 provides these infrastructures as follows:-
[bookmark: _Toc367114321]Table 4.6:	Viable Infrastructures for Capital Market Development 
	Infrastructure
	Percentage %

	
	Yes
	No

	Institutional infrastructure
	90
	10

	Regulatory infrastructure
	89
	11

	Legal infrastructure
	95
	05

	Securities market infrastructure
	92
	08

	Training infrastructure 
	96
	04


Source: Field Data (2013)
The results in Table 4.6 show that the majority of respondents identified by agreeing with the viable infrastructures highlighted which they thought would contribute to better and effective capital market development; while the minority of respondents disagreeing or being unable to identify from the fact of possessing little knowledge regarding capital market development as indicated above.

Specifically, data in Table 4.6 show that, (89%) of respondents identified regulatory infrastructure as a viable infrastructure which is entitled with the power and responsibility to supervise the market but also acting as a self-regulatory organisation which provides rules, regulations, procedures and facilities for the monitoring and enforcement of rules. It is through this infrastructure that stakeholders are able to run their business undertakings without collision with each other while being guided by rules and regulations. However, institutional infrastructure as reported by (90%) of respondents was vital as it provides the operational basis of the market, relates to intermediaries that provide trading, investment management and financial advisory services. It is through this, transaction clearance and settlement systems are resolved as affirmed by Ujunwa (2012).

On the other hand, results in Table 4.6 show that, (92%) of the respondents identified securities market infrastructure as one of the viable infrastructures responsible for regulating the fiscal environment and legal infrastructure (95%) which is in agreement with Pardy (1992) which provides the basis for the operational and regulatory framework by providing property rights, contractual relationships, forms of incorporation, rights and responsibilities of participants in the market. It is through this that the recognition of the importance of taxation is attained. However, respondents could identify training infrastructure (96%) which capacitates and enhances stakeholders to attain efficiency regarding business undertaking in capital markets.

Regulatory infrastructure (89%) was a viable infrastructure entitled with the power and responsibility to supervise the market and acting as a self-regulatory organisation which provides rules, regulations, procedures and facilities for the monitoring and enforcement of rules; while institutional infrastructure (90%) providing the operational basis of the market relating to intermediaries that provide trading, investment management and financial advisory services. However, securities market infrastructure was highlighted (92%) as it is responsible for regulating the fiscal environment while legal infrastructure (95%) providing the basis for the operational and regulatory framework by providing property rights, contractual relationships, forms of incorporation, rights and responsibilities of participants in the market. Furthermore, training infrastructure (96%) capacitates and enhances stakeholders to attain efficiency regarding business undertaking in capital markets. The results emphasize the need to enhance the regulatory, legal and training infrastructures as to enable stakeholders run their business without collision with each other. Likewise, the institutional and securities market infrastructures need to be enhanced in order to attain efficiency in business undertakings.

[bookmark: _Toc303219653][bookmark: _Toc328391373][bookmark: _Toc333415586]
[bookmark: _Toc367114276][bookmark: _Toc373884047]CHAPTER FIVE

[bookmark: _Toc303152479][bookmark: _Toc303219654][bookmark: _Toc328391374][bookmark: _Toc333415587][bookmark: _Toc367114277][bookmark: _Toc373884048]5.0 SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

[bookmark: _Toc303219655][bookmark: _Toc328391375][bookmark: _Toc333415588][bookmark: _Toc367114278][bookmark: _Toc373884049]5.1 	Introduction
This chapter provides the summary of findings, conclusion and recommendations, policy implications and areas for further research. It starts with the summary of findings proceeded by conclusion and recommendations, policy implications and areas for further research. 

[bookmark: _Toc303219656][bookmark: _Toc328391376][bookmark: _Toc333415589][bookmark: _Toc367114279][bookmark: _Toc373884050]5.2 	The Summary of Findings
Capital markets play an important role in mobilising both domestic and external resources to support the development of a country. These developments could be facilitated by the adoption of market-oriented economy which gives impetus to privatisation of numerous public enterprises and increase transactions related to debt-for-equity swaps. They are mechanisms for raising and trading long-term capital and thus represent the long end of the maturity spectrum of financial instruments. But for capital markets to flourish they require an effective institutional, regulatory and legal infrastructure to specify and enforce disclosure standards for all companies issuing securities to make the public aware of their undertakings.

The findings from the study on factors affecting capital market development adaptation in Tanzania showed that, an emerging market fever resulting from the competition for share in global portfolio flows and correlational risks found in African markets (70%), appropriate enabling environment emanating from the nature of macro- economic policies adopted by authorities (73%) and increased capital allocation through pricing mechanism influenced capital market development as supported by respondents in the study. Moreover, savings mobilization through the provision of more opportunities for investors (81%), investor base which is still small (82%), market infrastructure and incentives such as withholding tax on dividends paid for listed companies (90%) could result into long lived treasury bonds through capital gains and stamp duty exemptions (91%) as reported by respondents for capital market development.

However, there has been enhancement of effective capital markets by advising the government to revise and formulate policies viable for the development of capital markets (75%) and facilitating stakeholders to raise capital by enhancing transparency and good governance (78%) as key strategies. Moreover, stakeholders have been encouraged to merge with other strategic partners (83%) and investing on areas that are more profitable such as shares and bonds, real estate and treasury bills (84%) while DSE providing mass education to all stakeholders on capital market awareness through radios, television and internet facilities (87%) and enhancing fiscal incentives to investors (both domestic and foreign) (91%) and marketing chances to stakeholders in order to have adequate products and listed companies (92%) as reported by respondents.

On the other hand, by enabling stakeholders to have the ability to monitor external capital market environment with various departments in their companies (68%) and 
undertaking financial research regarding capital markets transactions (69%) stakeholders could attain excellent analytical and problem solving skills in capital markets (70%) related issues. However, stakeholders  through training have been capacitated to analyze financial results on capital market issues (72%) thereby integrating what they have and undertake their business after understanding financial services, industry and marketing practices done at DSE (75%) in line with the understanding of complex modeling of capital markets with key players which facilitate smooth trends of business (84%).

Finally, regulatory infrastructure (89%) was a viable infrastructure entitled with the power and responsibility to supervise the market and acting as a self-regulatory organisation which provides rules, regulations, procedures and facilities for the monitoring and enforcement of rules; while institutional infrastructure (90%) providing the operational basis of the market relating to intermediaries that provide trading, investment management and financial advisory services as reported by respondents. However, securities market infrastructure was highlighted (92%) as it is responsible for regulating the fiscal environment while legal infrastructure (95%) providing the basis for the operational and regulatory framework by providing property rights, contractual relationships, forms of incorporation, rights and responsibilities of participants in the market. Furthermore, training infrastructure (96%) capacitates and enhances stakeholders to attain efficiency regarding business undertaking in capital markets.
[bookmark: _Toc328391377][bookmark: _Toc333415590][bookmark: _Toc367114280][bookmark: _Toc373884051]5.3 	Implications of the Results
[bookmark: _Toc373884052]5.3.1	Implications for Policy Makers
In light of the findings on the factors affecting capital market development adaptation and the viable infrustructure necessary for capital markets to flourish, policy makers need to exert internal and external motivating mechanisms that accompany stock market development such as review of the regulatory infrustructures in particular the system of disclosure rules, improvement of transparency and boosting investor confidence through the cultivation of attractive investment opportunities so that the capital market business environment is attractive  to both external and internal investors which will also have a positive impact on the flow of foreign direct investments.

[bookmark: _Toc373884053]5.3.2	Implications for Business and Business Development
Based on the examination of the factors influencing the capital markets,the results support the fact that stock markets need to promote savings through the provision of an alternative financial vehicle for individuals and firms to better meet their risk preferences and liquidity needs, where by the savings so achieved may be invested in more profitable business investments whose propriators are ready to bear the risk acrued with such investments.In so doing there will be adequate business growth and signifcant business development strategeis to further invest in more riskier but profitable business carried out by those who are ready to bear the risks.

[bookmark: _Toc373884054]5.3.3	Implications for Development of the Theory
The findings of this study implies that the efficiency of the trading system as captured by the various factors reported in this study influences the easy and confidence with which investors can trade their financial assets and hence foster capital market development. 

[bookmark: _Toc373884055]5.4	Conclusion
Research indicates that stock markets can give a big boost to economic development. Cross-country evidence indicates that greater stock market liquidity boosts or at least precedes economic growth, with countries providing relatively liquid markets growing faster than countries with illiquid markets. Since the defined general objective of this study was to examine the factors that affect capital market development adaptation; it has shown that all the objectives have been achieved as follows.

The competition for share in global portfolio due to emerging market fever has enforced companies to compete strategically while managing financial risks with the thirst for being included in business undertakings by seeking partners to attain liquidity through savings mobilization. However, there has been ignorance of law on markets which need to be enhanced to enable companies benefit from incentives provided in capital markets. DSE has been trying to enhance transparency for effective capital markets in collaboration with the government by formulating policies and streamlining queer regulations which attract investors and encourage them to merge with strategic partners for their profitability.

Stakeholders have the ability to monitor external capital markets by undertaking research through the knowledge acquired on continuous capacity building. Therefore, through research and development, the capital market has put an enabling environment for companies to manage well their business undertakings while analyzing financial results on capital markets thereby integrating what they have and undertake their business after understanding financial services, industry and marketing practices done at DSE in line with the understanding of complex modeling of capital markets with key players which facilitate smooth trends of business.

Viable infrastructures highlighted included, regulatory infrastructure responsible for supervision and monitoring of the market, institutional infrastructure which provides operational basis for the market and securities market infrastructure which is responsible for regulating the fiscal environment. However, other infrastructures include the legal infrastructure which necessitates and facilitates taxation on market related matters and training infrastructure which capacitates stakeholders in their business undertakings.
[bookmark: _Toc328391378][bookmark: _Toc333415591][bookmark: _Toc367114281]
[bookmark: _Toc373884056]5.5 	Recommendations
In light of the above findings, the researcher has proposed the following recommendations:
5.5.1  The ignorance of law on market related issues which deprive companies the right to benefit from the incentives provided by capital markets need to be eliminated through knowledge provision by investing on domestic/local capacity with up-to-date information technology as to allow more stakeholders to participate in capital markets.
5.5.2 DSE has the obligation of enhancing transparency and formulating viable policies and queer regulations in collaboration with the government for the proper provision of services to stakeholders and management of capital market as a whole.
5.5.3 DSE should facilitate research and development to all its customers in order to increase operational efficiency and products enhancement.
5.5.4 The viable infrastructures highlighted should be enhanced by DSE for the betterment of all stakeholders and the country at large.
[bookmark: _Toc328391379][bookmark: _Toc333415592]
[bookmark: _Toc328391380][bookmark: _Toc333415593][bookmark: _Toc367114283][bookmark: _Toc373884057]5.6	Areas for further research
As the study focused on the factors affecting capital market development adaptation in Tanzania; it is advised that further studies be done on the following issues:-
a) To what extent do stakeholders perceive the services provided at DSE?
a) What are the positive achievements and challenges DSE has encountered since its establishment?
[bookmark: _Toc367114284]
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 Dear Respondent,
I am a student at the Open University of Tanzania (OUT), pursuing a Masters degree in Business Administration (MBA). As a requirement for MBA; a student has to complete a research project on certain management topic in partial fulfillment of that programme. In this regard I have prepared this questionnaire for the purpose of collecting data for a research study titled: “Factors affecting capital market development adaptation in Tanzania:  A Case Study of Dar es Salaam Stock Exchange”. 

You are requested to kindly fill the enclosed questionnaire and return it to me at the earliest. Your participation in this research study is highly valued in order to make it successful. Assurance is given that your personal information will be purely used for academic purpose only and thus your response will be held in strict confidentiality. 

	
Yours,


John Bugalama
Questionnaires for DSE & CMSA Officials

Topic: Factors Affecting Capital Market Development Adaptation in Tanzania; A Case Study of Dar es Salaam Stock Exchange
PART A. Information on Qualifications and Performance. (Kindly please tick/fill in the blanks provided)
1. What type of education/qualification do you have? A) Administration (  ) B) Business (  ) C) Law (  ) D) Sociology (  ) E) Accounting & Finance (   ) F) Any (specify)…………………………..
2. Is your qualification/profession directly linked with what you do in your institution? A) Yes (  ) B) No (  )
3. Is your profession helping you in fulfilling your duties? A) Yes (  ) B) No (  )
4. Is your institution/organisation having any of the following below?
Mission (   ) Objectives (   ) Compatible rules (   ) Action plan/strategy (   )
a) All of them (  ) b) None of them (  ) c) If some, tick them (   ) d) Not applicable (  )
5. Does your institution/organisation often examine the following features?
The goals (   ) The activities (   ) The programs (   ) Evaluation (   )
a) All of them (  ) b) None of them (  ) c) If some, tick them (  ) d) Not applicable (   )
6. How do you implement No 6 & 7 Above in your institution/organisation?................................................................
7. How are stakeholders/customers assessing you in terms of performance? A)Very good (  ) B) Good (  ) C) Fair (  ) D) Poor (  )
8. Do you normally give stakeholders/customers/public information regarding the performance of your company? A) Yes ( ) B) No (  )
9. How is the participation of stakeholders/customers/public at the stock exchange generally? A) Very good (  ) B) Good (  ) C) Fair (  ) D) Poor (  )
10. How do you utilize your experience to sensitize stakeholders/customers/public for the running of stock exchange? 
(Specify)………………………………………………………………………………………………………………………………………………………………………
11. What hinders you to utilize well your profession as to stimulate capital market development adaptation in Tanzania? (Specify)
 i)…………………………………………………ii)………………………..…………
iii)……………………………………………….iv)……………..……………………
12. What do you think would be done (As strategies) in enhancing capital market development adaptation in Tanzania? 
(Specify)
i)……………………………………………………ii)………….……………………
iii)……………………………………………….…iv)………………………………









Part B. Factors influencing capital market development adaptation in Tanzania 13. Tick where appropriate between the following factors as Yes or No.
	
Factors

	
	Yes
	No
	Factors
	Yes
	No

	1.Emerging market fever (competing for share in global portfolio flows)
	
	
	15. Lack of a robust regulatory framework (ignorance of law markets)
	
	

	2.A badge of inclusion (liberalization of African economies)
	
	
	16. Market infrastructure (institutions & systems that facilitate trade and custody of securities) 
	
	

	3.Geography (location of regional markets)
	
	
	17. Human resource base (lack of well-trained professionals)
	
	

	4.Populist symbolism (government search for democratizing ownership of wealth in the economy by private sector)
	
	
	18. Investor base (Small)
	
	

	5. Politics of economic reform (Adopted from the programs of donors)
	
	
	19. Country risk (Risk of macro- economic performance, policy errors etc)
	
	

	6. A source of long term finance (Securities markets as alternative to bank finance)
	
	
	20. Risk of market imperfections and illiquidity (poorly defined legal rights of investors)
	
	

	7. Improved management of financial risk (Securities enabling firms to improve their gearing ratios)
	
	
	21. Correlational risks (found in African markets)
	
	

	8. Increased capital allocation (Through pricing mechanism)
	
	
	
	
	

	9. Savings mobilization (By providing more opportunities for investors)
	
	
	
	
	

	10. Improved corporate governance (provision of formal capital markets and minimum standards of disclosure)
	
	
	
	
	

	11. Legal framework (spelling rights and obligations of lenders and borrowers)
	
	
	
	
	

	12.Incentives (Withholding tax on dividends paid for listed companies)
	
	
	
	
	

	13.Long lived treasury bonds (Capital gains & stamp duty exemptions)
	
	
	
	
	

	14. Appropriate enabling environment (Nature of macro- economic policies adopted by authorities)
	
	
	
	
	


PART C. Information Literacy Skills Possessed by Stakeholders (Tick where appropriate)
	No
	Literacy skill
	Yes
	No

	1
	Understanding of financial services, industry and marketing  practices   done at DSE
	
	

	2
	Having excellent analytical and problem solving skills in capital markets
	
	

	3
	Being able to analyze financial results on capital market issues
	
	

	4
	Ability to undertake financial research regarding capital markets transactions
	
	

	5
	Ability to optimize investment banking relationships with other stakeholders
	
	

	6
	Ability to monitor external capital market environment with various departments in the company
	
	

	7
	Understanding of complex modeling of capital markets with  key players and trends of business
	
	



PART D. General Information (Tick/fill where necessary)
14. Are your stakeholders aware of the securities that are traded at the DSE?
A) Yes   (    )              B) No   (     )  
15. What sources of information among these do your stakeholders use to get access to the DSE?
A) News papers and annual reports (  )
B) Websites (   ) 
C) Tips and rumors (  )
D) Friends and personal contacts (   )
E) Stock blocker and dealers (   )
F) Others (please specify)………………..……………………………………
16. Have they invested in stock market?
 B) Yes    (    )           B) No   (    )
17. If Yes, what are the reasons for investing in the stock market?
A) diversification of risk (  )
B) marketability (    )
C) liquidity preference (   )
D) high returns (   )
E) capital gains (   )
F) for use as collateral (   )
G) Others (please specify)………………………………………………
18. Do stakeholders like to invest in shares? (Tick appropriate answer)
A) For dividend Purpose (   )
B) For capital gain purpose (   )
C) For both dividend and capital (   )
D) As avenue to save money (   )
E) Other reason (Specify) …………………………………………………
19. Among the following options, what are the areas (avenues), which your stakeholders think, are more profitable to invest in?
A) Real estate (  )
B) SACCOs (   )
C) Shares and bonds (  )
D) Treasury bills (   )
E) Own business (   )
F) Others (specify)…………………………………………………………

PART E. Viable Infrastructures for capital markets (Tick where appropriate)
20. Are the following infrastructures able to enhance capital market development?
	No
	Infrastructure
	Yes
	No

	1
	Institutional infrastructure
	
	

	2
	Regulatory infrastructure
	
	

	3
	Legal infrastructure
	
	

	4
	Securities market infrastructure
	
	

	5
	Training infrastructure 
	
	




PART F. General questions (Tick/fill where necessary)	
21. Do you think the Pace of development of DSE is sufficient to attract investors in stock market securities?
A)  Yes   (   )             B)   No (   )
22. If No in 20 above, Why?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
23. What should be done to facilitate Capital market development at the DSE?
(specify)
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….
24. What would be the best way in which the DSE can help the growth of the private sector in Tanzania?
i)……………………………………………………ii)………………………………
iii)…………………………………………………...iv)………………………………
25. What has been the feedback of the companies that came to DSE? Explain.
i)……………………………………………………ii)….……………………………
iii)………………………………………………….iv)………………………………
26. What is the advantage and impact to foreigners who either list or invest in DSE?
i)………………………………………………………ii)…..…………………………
iii)……………………………………………………iv)……………………………
27. Overall, what should investors look at the DSE?
i)………………………………………………………..ii)……………………………
iii)……………………………………………………..iv)……………………………
28. How do you forecast the further development of DSE?
i)………………………………………………………ii)……………………………    iii)……………………………..…………………….iv)………………………………

PART G. Identification (Please tick where appropriate)
29. Gender of the Respondent.
Male (      )     Female   (       )
30. In which Age category do you belong?
1) 18-28 (  )  2) 29-39 (   ) 3) 40-50 (   )  4) 51 and above  (   )
31. How many people do you live with?
1) 1-3  (   )  2) 4-6  (   )  3) 7-9  (   )  4) above 9 (   )
32. What is your highest level of education?
1) No formal education (   )  2) Primary education (   )
3) Secondary education (   )  3) Higher education (    )
33. What is your marital status?.
1) Married  (   )  2) Single  (   )  3) Widowed   (   )   4) Divorced  (    )

PART H. Major Sources of income (fill or tick where appropriate)
34. What are your major sources of income? (Mention)
1)…………………..2)………………..3)………………..
35. What is your estimated income per month?
1) 500,000-800,000/= (  )
 2) 800,000- 1,000,000/= (   ) 
3) above 1,000,000/= (  )











Questionnaires for Dealers/Brokers

Topic: Factors affecting capital market development adaptation in Tanzania; A Case Study of Dar es Salaam Stock Exchange

Name of the Dealer/Broker……………………………Occupation…………………
Name of the Company/Firm working in…………………………..…………………

PART A: Identification (tick where appropriate)
1. Gender of the Dealer/Broker  1) Male  (   )  2) Female  (    )
2. In which category of Age (years) do you belong?
1) 18-25   (   ) 2) 26-33  (   )  3) 34-41  (    ) 4) above 41  (   )
3. How long have you been in the present position?
1) Less than 1 year (   ) 2) 1-2 years  (   ) 3) 3-4 years  (  ) 4) above 4 years  (  )
4. What type is your production unit?
1) Profit oriented  (  ) 2) Service oriented  (  )  3) Both profit and service  (  )

PART B: Business In formations (tick where appropriate)
5. Is your business having any of the following below?
Mission (   ) Objectives (   ) Compatible rules (   ) Action plan/strategy (   )
a) All of them (  ) b) None of them (  ) c) If some, tick them (   ) d) Not applicable (  )
6. Do your business often examine the following features?
The goals (   ) The activities (   ) The programs (   ) Evaluation (   )
a) All of them ( ) b) None of them  (  ) c) If some, tick them (  ) d) Not applicable (   )
7. What is the type of your employees?
a) Full time (   ) b) Part time  (   )  c) Both  (   ) d) Contract base  (   )
8. What type of employees is many?
  a) Full time  (  )  b) Part time  (   ) c) Equal  (   ) d) Not applicable  (   )
9. Do you practice any of the following with your workers in your company/firm?
Active listening (   ) Free discussions (   ) Asking questions (   ) Exchange of thoughts (   )
a) All of them (  ) b) None of them (  ) c) If some, tick them (  ) d) Not applicable (   )
10. How do you rate the corporation you have working to since you became a dealer/broker?
a) Very good  (   ) b) Good   (   ) c) Fair   (  )  d) Bad  (   )
11. Do you do any of the following in your business?
Staffing (   ) Budgeting (   ) Team work (    ) Enforcing the goals (   )
a) All of them (  ) b) None of the above (  ) c) If some, tick them (   )
d) Not applicable (   )
12. Do you have enough marketing chances for customers of your products/services?
a) Yes  (   )  b) No  (    )  c) Not applicable  (   )
13. What criteria do you use to price your products/services?
a) Competition based on pricing  b) Cost used and terms of supply  (   )
c) Marketing objectives (for survival, service delivery and distribution)  (    )
d) Factory/firm costs  (    )  e) Other (specify)………………………………
14. Do you often reach all the target customers?
a) Yes  (   )  b) No  (   )  c) So rarely  (   ) d) Not applicable  (   )
15. How do customers respond towards the sales of your products/services?
a) Very good  (    )  b) Good   (   )  c)  Fair   (    ) d) Bad   (    )
16. Is there any promotion/advertisement done for your products/services?
a) Yes  (  )  b) No  (   )  c) Not applicable  (   )
17. If Yes above state the number of them per year. ……………….
18. What is the trend of your business?
a) Successful  (   ) b) Unsuccessful  (    ) c) A bit good  (    )  d) Bad   (  )
19. Explain the causes for such performances above
……………………………………………………………………………………………………………………………………………………………………………………
20. Do you evaluate any activities when your business is operating?
Sales targets (  ) Marketing plan (   ) Market segmentation (   ) Any market threat (   )
a) All of them(  ) b) None of them(   ) c) If some, tick them  (   ) d) Not applicable (  )
21. If you carry them above, how many times do you do in a year?
a) Once in a month  (   )  b) Once in three months  (   )  c) Once in 6 months  (   )
d) Once in a year ( ) e) Other periods (mention them)……………………………………...
22. Do you have the following activities in your business?
Partnerships (   ) Any relational groups (   ) Type of corporative efforts (   ) Good relationship among workers (   )
a) All of them ( ) b) None of them  (  ) c) If some, tick them (  ) d) Not applicable (   )
23. When did your firm/company start operations at the DSE?......................
24. How do you categorize your clients in terms of value of investments? (Give percentages) 
    A)  % local investors (        )
    B)  % foreign investors (    ) 
25. What type of local investors do you have as your clients? (Give percentages in value of investments) 
    A) % individuals  (     )
    B) % institutions  (     )
26.  What kind of work do your clients do? (Give percentages) 
  A)  % farmers, (    )
  B) % artisans, e.g., carpenters, masons, electricians etc. (    ) 
  C) % small business owners, storekeepers, retailers, etc.  (    )
  D) % office clerks, etc. (     )
  E)  % middle managers (    )
  F) % chief executives, managing directors, etc.  (   )
  G)  % pensioners (    )
27. How many local institutional investors are your clients? 
……………………………………………………………….
28. Do these institutions actively buy and sell shares at the DSE? 
A) Yes   (   )     B) No  (   )
29. What is the value of the institutional portfolio investment? 
A)  % below 5o million Tshs 
B)  % between 60-100 million Tshs
C)  % between 110-200 million Tshs
D)  % between 210-500 million Tshs
E)  % above 500 million Tshs
30. What is the number composition of investments in an institutional portfolio investment? (Give percentages) 
A)  % portfolio made up of one company (     )
B)  % portfolio made up of 2-3 companies  (     )
C)  % portfolio made up of 4-5 companies (     ) 
D) % portfolio made up of 6-7 companies  (     )
E) % portfolio of over 7 companies (     )
31. Do you have any foreign investors as your clients? 
A) Yes   (   ) B)  No  (    )
32. If Yes which countries do they come from? (At least 5 countries with the highest number of investors first) 
i) ………………………….…………
ii) …………………………………….
iii) …………………………………….
iv) …………………………………….
v) …………………………………….
33. How do your foreign clients get market information? (specify)
i)………………………………………………….ii)…………………….……………
34. What is the average waiting period between order to buy/sell put by a client and purchase/sell by stockbroker? Give number of days............. 
35. What is the system of payment by client? 
A) Money deposited with broker into security account before purchase of shares (   )
B) Payment made after purchase of shares (   )
36. If answer above is (A) does money deposited yield any interest during the waiting period?  Specify…………
37. How many days does it take a broker to send a purchase or sale report to a client? .........days. 
38. How many days does it take a client to receive the report of purchase? .........days. 
39. How do you describe trading at the Dar es Salaam Stock Exchange? 
A)  Very transparent (every transaction is made known to the public)  (  )
B)  Some trading is conducted privately outside the DSE (e.g. over the counter market) (  ) 
40. How do you determine prices in 39? 
Describe the process 
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

41. How long does it take to deliver and settle purchases of shares between two brokerage firms?..................................days 
42. How do you utilize your experience to sensitize stakeholders/customers/public for the running of stock exchange? 
(specify)………………………………………………………………………………
43. What hinders you to utilize well your profession as to stimulate capital market development adaptation in Tanzania ? (specify)
 i)…………………………………………………..……ii)………………..…………
iii)……………………………………………………….iv)…………………………
44. What do you think would be done (As strategies) in enhancing capital market development adaptation in Tanzania? (specify)
i)………………………………………………………ii)………………….….……
iii)………………………………………………….…iv)……………………………

Part C. Factors influencing capital market development adaptation in Tanzania (Tick where appropriate)
45. Tick where appropriate between the following factors as Yes or No.

	
Factors

	
	Yes
	No
	Factors
	Yes
	No

	1.Emerging market fever (competing for share in global portfolio flows)
	
	
	15. Lack of a robust regulatory framework (ignorance of law markets)
	
	

	2.A badge of inclusion (liberalization of African economies)
	
	
	16. Market infrastructure (institutions & systems that facilitate trade and custody of securities) 
	
	

	3.Geography (location of regional markets)
	
	
	17. Human resource base (lack of well-trained professionals)
	
	

	4.Populist symbolism (government search for democratizing ownership of wealth in the economy by private sector)
	
	
	18. Investor base (Small)
	
	

	5. Politics of economic reform (Adopted from the programs of donors)
	
	
	19. Country risk (Risk of macro- economic performance, policy errors etc)
	
	

	6. A source of long term finance (Securities markets as alternative to bank finance)
	
	
	20. Risk of market imperfections and illiquidity (poorly defined legal rights of investors)
	
	

	7. Improved management of financial risk (Securities enabling firms to improve their gearing ratios)
	
	
	21. Correlational risks (found in African markets)
	
	

	8. Increased capital allocation (Through pricing mechanism)
	
	
	
	
	

	9. Savings mobilization (By providing more opportunities for investors)
	
	
	
	
	

	10. Improved corporate governance (provision of formal capital markets and minimum standards of disclosure)
	
	
	
	
	

	11. Legal framework (spelling rights and obligations of lenders and borrowers)
	
	
	
	
	

	12.Incentives (Withholding tax on dividends paid for listed companies)
	
	
	
	
	

	13.Long lived treasury bonds (Capital gains & stamp duty exemptions)
	
	
	
	
	

	14. Appropriate enabling environment (Nature of macro- economic policies adopted by authorities)
	
	
	
	
	



PART D: Information literacy skills possessed by stakeholders (Tick where appropriate)
	No
	Literacy skill
	Yes
	No

	1
	Understanding of financial services, industry and marketing  practices   done at DSE
	
	

	2
	Having excellent analytical and problem solving skills in capital markets
	
	

	3
	Being able to analyze financial results on capital market issues
	
	

	4
	Ability to undertake financial research regarding capital markets transactions
	
	

	5
	Ability to optimize investment banking relationships with other stakeholders
	
	

	6
	Ability to monitor external capital market environment with various departments in the company
	
	

	7
	Understanding of complex modeling of capital markets with  key players and trends of business
	
	




PART E. Viable Infrastructures for capital markets (Tick where appropriate)
46. Are the following infrastructures able to enhance capital market development?
	No
	Infrastructure
	Yes
	No

	1
	Institutional infrastructure
	
	

	2
	Regulatory infrastructure
	
	

	3
	Legal infrastructure
	
	

	4
	Securities market infrastructure
	
	

	5
	Training infrastructure 
	
	



PART F. General Questions
47.	What would be the best way in which the DSE can help the growth of the private sector in Tanzania?
i)……………………………………………………ii)………………………………
iii)…………………………………………………...iv)………………………………
4.8	What has been the feedback of the companies that came to DSE? Explain.
i)……………………………………………………ii)….……………………………
iii)………………………………………………….iv)………………………………
4.9 	What is the advantage and impact to foreigners who either list or invest in DSE?
i)………………………………………………………ii)…..…………………………
iii)……………………………………………………iv)……………………………
50.	Overall, what should investors look at the DSE?
i)………………………………………………………..ii)…………………………..
51.	How do you forecast the further development of DSE?
i)………………………………………………………ii)………………………….…
iii)…………………………………………………….iv)…………………….………
PART G. Major Sources of income (fill or tick where appropriate)
34. What are your major sources of income? (Mention)
1)…………………..2)………………..3)………………..
35. What is your estimated income per month?
1) 500,000-800,000/= (  )
 2) 800,000- 1,000,000/= (   ) 
3) above 1,000,000/= (  )

















CHECK LIST FOR EXPERTS IN STOCK EXCHANGE

Topic: Factors affecting capital market development adaptation in Tanzania; A Case Study of Dar es Salaam Stock Exchange

Name of the Informant/Expert…………………………… Occupation…………………

1. Do you think the Pace of development of DSE is sufficient to attract investors in stock market securities?
A)  Yes   (   )             B)   No (   )
2. If No in 22 above, Why?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
3. What should be done to facilitate Capital market development at the DSE?
(specify)
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
4. What would be the best way in which the DSE can help the growth of the private sector in Tanzania?
i)……………………………………………………ii)………………………………
iii)…………………………………………………...iv)………………………………
5. What has been the feedback of the companies that came to DSE? Explain.
i)……………………………………………………ii)….……………………………
iii)………………………………………………….iv)………………………………
6. What is the advantage and impact to foreigners who either list or invest in DSE?
i)………………………………………………………ii)…..…………………………
iii)……………………………………………………iv)……………………………
7. Overall, what should investors look at the DSE?
i)………………………………………………………..ii)…………………………..
8. How do you forecast the further development of DSE?
i)………………………………………………………ii)………………………….…
iii)…………………………………………………….iv)…………………….………
4. What would be the best way in which the DSE can help the growth of the private sector in Tanzania?
i)……………………………………………………ii)………………………………
iii)…………………………………………………...iv)………………………………
5. What has been the feedback of the companies that came to DSE? Explain.
i)……………………………………………………ii)….……………………………
iii)………………………………………………….iv)………………………………
6.What is the advantage and impact to foreigners who either list or invest in DSE?
i)………………………………………………………ii)…..…………………………
iii)……………………………………………………iv)……………………………
7. Overall, what should investors look at the DSE?
i)………………………………………………………..ii)…………………………..
8. How do you forecast the further development of DSE?
i)………………………………………………………ii)………………………….…
iii)…………………………………………………….iv)…………………….………
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