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ABSTRACT 

The main objective of this study was to establish whether entrepreneurs in Tanzania 

are  necessity  based or opportunity driven. Specifically the study determined why do 

people choose entrepreneurship as a career and the relationship between the  motives 

and the resulting performance of the firm, and finally  identified challenges faced by 

entrepreneurs based on their motives. A descriptive research design using survey 

technique was employed. Major primary data were collected through structured 

questionnaires. Data was analyzed using SPSS employing Descriptive statistics  and  

Chi–Square  techniques. The results of the study show that entrepreneurship 

orientation among business owners is much influenced by the necessity than 

opportunity, though there is some hybrid  merge between the two. The findings of 

this study show that desire for high income, exploitation of opportunities and lack of 

alternatives and, work experience are important motivational factors and reasons for 

choosing entrepreneurship. Moreover findings reveal that there is a positive 

relationship between exploitation of opportunities and desire for high income and 

sales turnover as firm growth indicator. Where-as number of subsidiaries opened 

indicates no relationship with exploitation of opportunities. The study recommends a 

need to formulate an independent entrepreneurship policy which will enhance 

entrepreneurs promotion, and establish one stop centre for local entrepreneurs. 

Furthermore the study recommends an introduction of entrepreneurship subject in 

primary and secondary education syllabuses and to take an immediate mitigation 

measures to redresses the found challenges. 
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CHAPTER ONE 

1.0   INTRODUCTION 

1.1 Overview 

This chapter presents the background information of this study. It covers the general 

information, statement of the problem, general and specific objectives of the study 

and the research questions. Significance of the study concludes the chapter by 

providing the relevance of the study. 

 

1.2 Background to the Problem 

Trade liberalization and privatization policies have led to the increased importance of 

entrepreneurship among different groups across the globe (Elly et al, 2008). The 

process of entrepreneurship is completed by natural persons who are known as 

entrepreneurs. Entrepreneurs are therefore people with their own traits, values, 

visions and motives to accomplish certain objectives in business undertaking. The 

question  as to why people choose to join the business world depends mainly on the 

motives of the people in question. To understand the motives of entrepreneurs, a 

distinction is often drawn between "necessity" entrepreneurs pushed into 

entrepreneurship because all other options for work are absent or unsatisfactory, and 

"opportunity" entrepreneurs who seek to exploit some business opportunity and are 

pulled into entrepreneurship more out of choice, William, et al (2008). According to 

Elly et al (2008), literature on entrepreneurship enumerates several factors shaping 

entrepreneurial behavior. Entrepreneurial behavior could be ascribed to the 

personality traits that predispose individuals to perform business activities in a 

successful way (Wickham 1998). Furthermore , Gurol and Atsan (2006) described 
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entrepreneurial behavior as a consolidation  of a myriad of individual, social and 

environmental factors and also revealed that the trait model was used in various 

studies in entrepreneurship and the understanding of why some people choose to be 

entrepreneurs  and not others. While some writers (Schumpeter,1934; Wickham, 

1998; Ndunguru, 2006; Moris and Lews, 1995) described entrepreneurs in terms of 

their characteristics, behaviour, culture, personality traits and motivation, most of the 

studies adopting the trait model, studied on, the needs for achievement, tolerance for 

ambiguity, risk taking propensity, innovation and locus of control (Gurol and Atsan, 

2006). 

 

The distinction between necessity and opportunity entrepreneurship is becoming 

increasingly important in entrepreneurship research. However, the majority of the 

studies on this topic have adopted a macroeconomic approach while few studies 

adopted a microeconomic approach and looked at the creator (Block and Wagner, 

2006). 

 

In Europe and other developed countries , some evidence suggests that self-

employment is highest for those with the least education and lowest for those  mostly 

educated (Blanchflower and Oswald, 1999). A study conducted in Belgium in 2009 

found out that  the necessity and opportunity motivations do not have the same 

sensitivity within the various sectors and also noted  that necessity motivations may 

be, more or less, present depending on the type of economic sector, (Giacomin, 

2009). Another study showed as such finding for Latin America in which (Llisterri et 

al. 2006) a differentiation was made between “necessity” and “opportunity” driven 
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young entrepreneurs. The study found that opportunity entrepreneurs (those who 

seize a business opportunity) tended to create growth-oriented enterprises and also 

had generally higher education levels and were from the middle or upper-middle 

classes. In Canada a  study was conducted to examine how female and male 

entrepreneurs participating to the Global Entrepreneurship Monitor (GEM) Canada 

survey compared in terms of their motives to start a business. Motivations, according 

to the study on Necessity and Opportunity-driven Entrepreneurs in Canada, were 

compared using the “push-pull” dichotomy among a sample of owners of created 

firms across Canada. In general, the results of this study show a relationship between 

success at launching a business and some characteristics of opportunistic 

entrepreneurs, Robichaud (1989).  

 

In African entrepreneurial activity, according to Global Entrepreneurship Monitor 

(GEM) report on high-growth entrepreneurship, is heavily skewed toward low-

expectation entrepreneurial activity (Autio, 2007; Naude, Thomas, Wood & Aloe, 

2008) in Urban, (2011). GEM noted the relative prevalence of opportunity-motivated 

versus necessity motivated, entrepreneurial activity provides useful insights into the 

quality of early-stage entrepreneurial activity. GEM research has consistently shown 

that the economic contribution of opportunity motivated entrepreneurs is higher than 

for necessity-driven entrepreneurs, who are alternatively termed as survivalists since 

they face structural challenges where expected returns are low and intermittent, with 

low expectations of growth and job creation, and where motivation is personal 

survival (Morris & Pitt, 1995; Ngiba, Dickinson & Whittaker, 2009). Rosa et al 

(2006) in Olomi (2009) have however questioned the assumption that the poor who 
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have difficulties  meeting basic needs will resort to business activity. They 

established empirically through a survey and grounded theory in Uganda and Sri 

Lanka that the poorest section of the deprived population does not engaged in 

business, but rather seek to maintain their livelihoods through informal employment 

in other establishments, including micro enterprises. 

 

In Tanzania the concept of entrepreneurship is directly linked with Small and 

Medium Enterprises (SME) sector. In a course of deriving and explaining anything 

about the  concept of  entrepreneurship it is inevitable to mention ‘small and medium 

business sector’. Small and medium business sector is the one in which the 

foundation of entrepreneurship  concept is concretized. Entrepreneurship is simply  

referred to starting and running a business.  

 

Accordingly in the most comprehensive manner, Olomi (2009) noted that, 

entrepreneurship is seen as the act of mobilizing or employing and organizing other 

factors of production while assuming the associated rewards and risks. He defined it 

as way of thinking, reasoning, and acting that results in the creation, enhancement, 

realization, and renewal of values for an individual, group, organisation or society. 

At the heart of this process is the “creation and/or recognition of opportunities 

followed by the will and initiative to seize these opportunities” (Gibb, 2005).  

 

The idea that entrepreneurship is at the centre of the economic growth process was 

described by Schumpeter (1934). Ever since this, there has been a vast and growing 

literature on various aspects of entrepreneurship and its link to economic growth. 
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This link has been so well-established that many countries have adopted official 

policies to promote entrepreneurship as part of the strategy to promote economic 

growth and development, Robichaud (1989).  Man et al. (2002) as quoted by Elly et 

al 2009, ascribe entrepreneurial competences to managerial competences that are 

needed to sustain business performance.  

 

With regard to entrepreneurship, central to SMEs is the role of the owner-managers 

who influence firm orientation. Similarly (OECD, 2005) stresses that, due to 

concentration of decision-making power, competitiveness in SMEs is a function of 

the role played by the owner-manager. In Tanzania the promotion of entrepreneurs is 

categorically stated in the SME policy of 2002 as “Policy Statement: The 

Government will promote entrepreneurship development through facilitating 

improved access of SMEs to financial and non-financial services” URT (2002).In 

order to promote entrepreneurship, an important issue to understand is what 

motivates entrepreneurs, Robichaud (1989). This study adds to the literature by 

developing profiles of necessity based and opportunity driven entrepreneurs in terms 

of personal and organizational characteristics.      

 

1.3 Statement of the Problem 

The dual face of the motives which explain the reason as to why people need to join 

a business world or to start up business is not yet clear to many people. The 

Tanzanian community and that of the entire world need to be clear with popular 

assumption as in (Llisterri et al. 2006)  that it is possible to differentiate between 

necessity based and opportunity driven entrepreneurs. With strong recorded verdicts 
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evidencing the importance of entrepreneurship in economic and social development 

of Tanzania, yet the issue of the motives for entrepreneurship looks to carry lesser 

importance.  

 

The government policy statement, as early noted, in regards to entrepreneurship 

development noted to promote entrepreneurship development through facilitating 

improved access of SMEs to financial and non-financial services URT (2002). The 

perusal of SME policy in general confirms the missing clause that stresses the issue 

of what motives the entrepreneurs. The author of this study came to realize  that, In 

order to promote entrepreneurship, an important issue to understand is what 

motivates entrepreneurs, Robichaud (1989). 

 

The problem of having not valuing the motives for entrepreneurship, however, 

instigated an interest to the author of this study to find out whether the motive for 

entrepreneurship is necessity based or opportunity driven. Coupled to this, another 

catalyst for the interest in this study is matter of insufficiency of literature which link 

the concept of entrepreneurship and its motives behind (in terms of necessity based 

and opportunity driven).  

 

Not only is there a reason to suspect that the nature of networking between Necessity 

Driven Entrepreneurship  and Opportunity Driven Entrepreneurship may differ, but 

there have been calls for research on these two categories of entrepreneurs, so that 

this dualistic typology may further be interrogated (McMullen et al., 2008; Williams, 

et al., 2008) as quoted by Urban (2011). – and this is where the literature gap rests. 
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1.4 General Objectives 

The general objective of this study is to establish whether entrepreneurs in Tanzania 

are  necessity  based or opportunity driven. 

 

1.4.1 Specific Objectives 

The specific objectives of this research are;- 

(i) To determine why do people choose entrepreneurship as a career. 

(ii) To determine the relationship between the motives and the resulting 

performance of the firm. 

(iii) To identify the challenges faced by entrepreneurs, i.e;- 

a) Necessity based entrepreneurs 

b) Opportunity driven entrepreneurs 

c) Common challenges for both necessity and opportunity entrepreneurs. 

 

1.5 Research Questions 

The aim of this research is to answer a core question of whether entrepreneurs in 

Tanzania are necessity based  or opportunity driven. Specifically, the research ought 

to answer the following questions  

(i) Why do people choose entrepreneurship as a career?  

(ii) What is the relationship between the entrepreneurial motives and performance 

of the firm?  

(iii) What are the challenges faced by;- 

a) Necessity based entrepreneurs? 

b) Opportunity driven entrepreneurs? 

c) What are common challenges for both necessity and opportunity    

entrepreneurs? 
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1.6 Significance of the Study 

The motives which explain the reason as to why people need to join a business world 

or to start up business and the importance of the entrepreneurship in the economic 

and social development of a country altogether are the driving forces behind this 

study. Academically the would be findings of this study  will  add knowledge and 

new insight to the Tanzanian community. Some authors (Elly et al (2008), Olomi 

(2001), Olomi (2009), Kibogoya (2007) and Nchimbi (2003)) have written a lot 

about entrepreneurship in Tanzania but non of them had an interest in finding out 

whether people decide to join entrepreneurship because of necessity or they are after 

exploration of opportunity. So this study acts as a bench mark for researchers who 

would like to go further in this area of entrepreneurship.   Furthermore this study 

needs to fill the existing academic gap. The study adds value and makes a 

contribution to the current literature on entrepreneurship in the country. Undoubtedly 

the findings lastly enable the policy makers of the country to make  rational decisions 

over the unclear issues about the subject matter. The whole of SME policy of 2003 

(The policy for entrepreneurship) in general  misses a clause that stresses the issue of 

what motives the entrepreneurs. While it has been learned that - in order to promote 

entrepreneurship, an important issue to understand is what motivates entrepreneurs, 

Robichaud (1989). 

 

1.7  Organization of the Study 

This study is categorized into five operational chapters, chapter one to five. Chapter 

one is an introductory one which gives in a concise manner what is all about the 

study. It comprised of background of the study, statement of the problem, objectives 



 

 

9 

 

of the study and research questions, rationale of the study , its limitations and 

organisation. Chapter two is about literature review. It gives the definitions of major 

terms and details out the theoretical and empirical literature reviews, conceptual 

framework. Chapter three deals with research  methodology. It gives out research 

design, major methods and techniques for data collection and data analysis. Chapter 

four expresses the research analysis process, findings presentations and summary of 

the findings. The last chapter is chapter five which concludes the findings and gives 

general recommendations of the study and recommendations for future researches. 
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CHAPTER TWO 

2.0 LITERATURE REVIEW 

 

2.1  Introduction 

Entrepreneurship has gained great importance as such the concept has attracted 

researchers in a number of dimensions. In the course of reviewing the literature, 

various relevant theories pertaining to and definitions used in explaining 

entrepreneurship have be considered so as to provide the roadmap of the study. This 

part therefore addresses extensively various literatures that relate to the 

entrepreneurship and SME sector. The related  empirical literature reviews will as 

well be provided so as to capture what other writers have said as regard to what are 

the motives behind entrepreneurship and in particular the differentiated necessity 

based and opportunity driven entrepreneurs. 

 

2.2 Definition of Key Terms 

Giving definition of key terms of this research  is very crucial because any reader 

will have clear understanding of what is under discussion and most importantly can 

have an easy follow up of the study. 

 

2.2.1 Entrepreneur 

Entrepreneur is an economic agent who plays a vital role in the economic 

development of a country. Economic development of a country refers steady growth 

in income levels. This growth mainly depends on its entrepreneur. An entrepreneur is 

an individual with knowledge, skills, initiative, drive and spirit of innovation who 
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aims at achieving goals. An entrepreneur identifies opportunities and seizes 

opportunities for economic benefits (Kumar, Poornima, Abraham, Jayashree,2003). 

 

An entrepreneur is an owner or manager of a business enterprise who makes money 

through risk and initiative. The term was originally a loanword from French and was 

first defined by the Irish-French economist Richard Cantillon. Entrepreneur in 

English is a term applied to a person who is willing to help launch a new venture or 

enterprise and accept full responsibility for the outcome. Jean-Baptiste Say, a French 

economist, is believed to have coined the word "entrepreneur" in the 19th century - 

he defined an entrepreneur as "one who undertakes an enterprise, especially a 

contractor, acting as intermediatory between capital and labour". 

(http:en.wikipedia.org/wiki/entrepreneur) 

 

In 1755, Richard Cantillon, an Irish Economist, made the first reference to the 

entrepreneur as an agent who purchases the means of production (land, labour and 

capital) to combine into marketable products. Until today, traditional economists 

(and some dictionaries) define the “entrepreneur” as one who employs and organises 

the other factors of production-land, labour and capital- while assuming the risks of 

failure and reward of success.(Olomi,2009)  

 

2.2.2 Entrepreneurship 

According to Stevenson in Kibogoya (2007), entrepreneurship is the process 

whereby  individuals become aware of business ownership as an option or viable 

alternative, develop ideals for business, learn the process of becoming an 

http://en.wikipedia.org/wiki/Loanword
http://en.wikipedia.org/wiki/French_language
http://en.wikipedia.org/wiki/Economist
http://en.wikipedia.org/wiki/Richard_Cantillon
http://en.wikipedia.org/wiki/English_language
http://en.wikipedia.org/wiki/Jean-Baptiste_Say
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entrepreneur and undertake the initiation and development of business. The 

application of entrepreneurship qualities leads to ventures in social, political or 

business spheres. Entrepreneurship as an economic enterprise demands abilities in 

creativity, innovation, resource gathering, the capacity and motivation to start an 

enterprise , and willingness to undertake risk and uncertainty, Das(2005). 

 

Entrepreneurship is simply  referred to starting and running a business. Accordingly 

in the most comprehensive manner, Olomi(2009) noted that,  entrepreneurship is 

seen as the act of mobilizing or employing and organising other factors of production 

while assuming the associated rewards and risks. He defined it as way of thinking, 

reasoning, and acting that results in the creation, enhancement, realization, and 

renewal of values for an individual, group, organisation or society. At the heart of 

this process is the “creation and/or recognition of opportunities followed by the will 

and initiative to seize these opportunities”(Gibb, 2005). 

 

Entrepreneurship is considered as the driving force behind changes in the economy 

as well as business environment. The term entrepreneur has evolved over the years to 

be used to mean an individual (group of individuals) who has the ability to see and 

evaluate the business opportunity existing in the environment and take advantage of 

it. An entrepreneur is considered to be a person with ability to take risk of organizing 

resources into business venture and manage it with the aim of being successful. 

Entrepreneurship can operationally be defined as the ability or attempt to create and 

manage a new venture. It is linked with the qualities and activities of entrepreneur 

i.e. to see an opportunity and being able to benefit from it, Mfaume, 2004. 
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2.2.3 Opportunity Driven Entrepreneurship 

Opportunity driven entrepreneurship generally occurs when an entrepreneur is 

attracted to start up a business after envisaging availability of business opportunities. 

Barringer and Ireland (2006) explained an opportunity as a favorable set of 

circumstances that creates a need for a new product, service or business. The 

opportunities themselves often emerge from changes in economic, technological, 

government, and social factors. When entrepreneurs notice links or connections 

between these changes, ideas for new ventures may quickly follow.(Baron and 

Shane, 2008). Accordingly Coulter (2001) sees opportunities as ‘positive external 

environment trends or changes that provides unique and distinct possibilities for 

innovating and creating values’. 

 

According to Gaglio and Katz(2001), understanding the opportunity identification 

processes represents one of the core intellectual questions for the domain of 

entrepreneurship. It was asserted by Marriotti and Glackin (2010) that there is a 

simple definition of entrepreneur that captures the essentials: An entrepreneur 

recognizes opportunities where other people see only problems. Entrepreneurship 

involves the key actions of identifying an opportunity that is valuable in the sense 

that it can be exploited in practical business terms and yield sustainable profits. The 

entrepreneur always searches for changes, responds to it, and exploit it as an 

opportunity( Drucker, 1985). Timmons (1999) defines a business opportunity as an 

idea, plus four characteristics;- 1.It is attractive to customers 2.It will work in your 

business environment.3.It can be executed in the window of opportunity (which is 

the amount of time you have to get your business idea to the market) that exists. And 
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4. You have the resources and skills to create the business or you know someone 

who does and who might want to form a business with you. 

 

According to Mariotti and Glackin, 2010, Opportunities are often seen as noticeable 

circumstances. Such circumstances may be;- 1. Problems that your business can 

solve. 2. Changes in laws, situations or trends. 3.Inventions of totally new products 

or services. 4. Competition. If you can find a way to beat the competition on price, 

location, quality, reputation, reliability or speed, you may create a very successful 

business with an existing product or service. And 5.Technological advances. 

Scientists may invent new technology, but entrepreneurs figure out how to use and 

sell new products based on it. 

 

2.2.4 Necessity Based Entrepreneurship 

According to Oyhus (1999) in Olomi 2009, Businesses started out of necessity are 

characterized by neither innovative risk-taking nor opportunity – seeking behaviours 

of their founders. They only start something (e.g business activity) because they have 

to. The basic idea is that due to environmental circumstances the founders have been 

forced to start some business activity to secure their livelihood. In other words, if 

they had a choice, they would only take or maintain a salaried job. In some cases, 

individuals have no other way of generating income, so they do the only thing they 

can – start a business.  

 

In other situations, the business founders have a salaried job but the salary is not 

enough to meet basic family needs. In this aspect they have two choices, they can 

quit their jobs and start doing something of their own, which hopefully will generate 
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more income, or set up a business on part-time basis to supplement the salaried 

income. 

 

2.3 Development of Entrepreneurs 

According to Kumar, Poornima, Abraham and  Jayashree (2003), the term 

Entrepreneur is derived from French verb entrepredre which means to undertake. In 

early 16
th

 century the Frenchmen who organized and led military expeditions were 

referred as entrepreneurs. In the early 18
th

 century French economists Richard 

Cantillo used the term entrepreneur to business. Since that time the entrepreneur 

means one who takes the risk of starting a new organization or introducing a new 

idea, product or service to society.  

 

According to J-B.Say in Kumar et al (2003), an entrepreneur is the economic agent 

who unites all means of production; land of one, the labour of another and capital of 

yet another and thus produces a product. By selling the product in the market they 

pays rent of land, wages of labour, interest on capital and what remains is his profit. 

Thus entrepreneur is an organizer who combines various factors of production to 

produce a social viable product. 

 

Joseph Schumpeter, (1934) defined entrepreneur in an advanced economy as an 

individual who produces something new in the economy a method of production not 

yet tested by experience in the branch of manufacture concerned , a product with 

which consumers are not yet familiar, a new source of raw materials or of new 

markets and the like. Schumpeter gave out four functions of entrepreneur as; 



 

 

16 

 

introduction of new product, introduction of methods of production, developing new 

markets and finding fresh source of raw materials, and making changes. 

 

2.3.1 Characteristics of entrepreneurs 

a) Entrepreneurs are action oriented, highly motivated individuals who take 

risks to achieve goals 

b) Entrepreneurs will have unwavering determination and commitment. They 

are creative and result – oriented. They work hard in returns for personal and 

financial rewards. 

c) Entrepreneurs accept responsibilities with enthusiasm and endurance. 

d) Entrepreneurs have self-confidence, they are dedicated, setting self 

determined goals and markets for their ideas responding to existing market. 

e) Entrepreneurs are both thinkers and doers, planners and workers. 

f) Entrepreneurs can foresee the future, as a salesman’s persuasiveness, a 

financial talent for manipulating funds , as an auditors precision etc 

g) Entrepreneurs depend on the intelligence, imagination and strength of 

purpose of the individual. 

 

2.3.2 Various Concepts in Entrepreneurial Attitudes and Behaviors 

i) Risk – taking Propensity 

People vary on how they exhibit risk taking or risk avoidance when they are faced 

with risky environment (Turkey 2006; Yusof, Sandhu and, Jain 2007). The 

propensity toward risk has thus been useful in segregating entrepreneurs from non 

entrepreneurs. Entrepreneurs are ascribed as individuals who dare to take calculated 
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risks. Literature on entrepreneurship is thus, supportive of the positive relationship 

between risk taking and entrepreneurial behaviors of entrepreneurs. 

 

 ii) Locus of Control 

Locus of control is a variable that explains person’s extent to which he/she perceive 

able to control events in his/her life. This has far reaching effects especially on the 

responsibilities a person assume in life (Yusof et al, 2007; Cromie, 2000). 

Distinguishing entrepreneurs from those who are not using this variable take into 

account the internal and external aspects of the control. While entrepreneurs are 

individuals who believe to be able to control life events (internal locus of control) 

non entrepreneurs on the other hand believe that the external factors control and 

shape life. Studies which involved students show that internal locus of control is 

positively related to the student’s inclination to become entrepreneurs (Mueller & 

Thomas,2000). Gurol & Atsan (2006) expound that entrepreneurs are expected to be 

people capable of searching for few opportunities and take on an innovative action as 

they control events in and over their lives. These are people capable of influencing 

and bringing changes in their lives. 

 

iii)  Need for Autonomy 

Entrepreneurs being what they are; innovative, risk takers, exerting internal locus of 

control, creative and high need for achievement often require less restricted 

environment to put into effect their desired actions. This independence allows 

entrepreneurs to be in control of their actions. This kind of environment provides for 

creativity and intrinsic rewards important for achievers (Cromie, 2000). 
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Entrepreneurs have shown to be individuals with strong need for autonomy than 

others (Cromie and O’ Donoghue, 1992) and likely to isolate themselves from others 

due to strong independence. 

 

iv) Need for Achievement 

The need for achievement is the impetus deriving a person to struggle for success 

and exactness ( Elly et al , 2008).  People with high need for achievement are those 

who desire to differentiate through problem solving, and have a behavior towards 

competition and excellence. This behavior could be encouraged by some cultural 

values. According to Entrialgo et al (2000) high need for achievement predisposes 

young individuals to pursue an entrepreneurial career so as to perform better and get 

a satisfaction that could otherwise not be obtained from other careers. Studies on 

entrepreneurship have shown a positive relationship between high need for 

achievement and entrepreneurship (Shaver and Scott, 1991;Cromie 2000) 

 

v)  Innovativeness 

Overtly literature on the entrepreneurship indicates that there is a strong association 

between innovativeness and  entrepreneurship, Elly et al.2008. This variable goes 

with risk taking. Thus, people with high index in entrepreneurship tendencies are 

also more innovative and able to try new life changing activities or businesses. The 

extent at which a person is innovative reflects his or her entrepreneurial tendency. 

Schumpeter (1934) avows that innovation is central in characterizing an 

entrepreneur. The ability to perceive and act on business activities in new and unique 

ways (Robinson et al.1991) differentials entrepreneurs from managers. 
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2.4 Theoretical Literature Reviews 

2.4.1 SMEs in Tanzania 

SME Development policy defines SMEs as enterprises employing 5 to 99 workers 

with a capital up to Tsh.800 million. The sector is estimated  to account for  around 3 

million people. Categorically  the majority of micro – enterprises fall under informal 

sectors. Micro enterprises are those engaged up to 4 people while small enterprises 

are those engaged between 5 and 49 employees and  medium are those which employ 

between 50 to 99 employees. 

 

Generally  SMEs  can provide a revenue for transforming the economic structure to 

support growth and engender the participation of diverse segments of the population 

in developing countries (Packer, Riopelle, and Steel 1995). In Tanzania SMEs act as 

a cushion to more than 700,000 school leavers who become new entrants to the 

labour market every year with only a small proportion absorbed in the public sector 

(SIDO,2007) in Manyanya, (2007). It is therefore appropriate to say that SMEs form 

the foundation on which the private sector rests and hence accelerate the process of 

poverty reduction and economic growth of the country.  

 

Table 2.1 Classification of SMEs in Tanzania 

No Category Number of 

Employees 

Capital Investment in Ths 

1. Micro enterprises 1 – 4 Up to 5 million 

2. Small enterprises 5 – 49 Above 5 million to 200 million 

3. Medium enterprises 50 – 99 Above 200 million to 800 million 

4 Large enterprises 100 and above Above 800 million 

Source: Tanzania SME Development Policy, 2002 
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2.4.2 The Importance of SMEs in Tanzania and Its Linkage to   

             Entrepreneurship  

Small and medium enterprise plays a very important role in the overall economic 

development of developing countries. In many developing counties small enterprises 

account for a large share of total employment. They provide a productive outlet for 

the entrepreneurial spirit of individuals and assist in the dispersion of business 

activity throughout the economy. The economic  impact of SMEs can be measured 

by its contribution to output, employments, income, investment, exports and other 

economic indicators (Cavusgil, et al, 1989) in Sangua,(2009). 

 

Within the Tanzanian context, the SME business sector is viewed as an effective 

vehicle for generating employment, activating competition, providing equitable 

distribution of income, exploiting markets opportunities (both locally and 

internationally), enhancing productivity and stimulating economic development, 

Olomi (2009). It is an unquestionable fact that the SME plays an important if not 

critical role in the economic and social development of a country. It is estimated that 

about one third of the GDP in Tanzania originates from the SMEs sector, Olomi 

(2007).  

 

The International Finance Company (IFC) of the World Bank estimates that there are 

approximately 2.7 million enterprises in the country. A large majority of these (98%) 

of micro enterprises (employing less than 5 people). Though data on the SMEs sector 

are rather sketchy and unreliable, it is reflected already in the above data that SMEs 

sector plays a crucial role in the economy (Olomi,2006). The IFC  estimates that 
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there are approximately 2.7 million enterprises in the country out of which about 

60% are located in urban areas. They are labour-intensive in nature, and have been 

established using savings or grants from family and friends IFC (2005). 

 

There is an apparent relationship we are noticing in Tanzania that provides  a direct 

link between  entrepreneurship and  Small and Medium Enterprises (SME)  sector. 

The promotion of entrepreneurship of all other policies is only stated in the SME 

policy of 2003. It is hereunder  stated as “Policy Statement” which reads “The 

Government will promote entrepreneurship development through facilitating 

improved access of SMEs to financial and non-financial services” URT (2003).  

 

In a course of deriving and explaining anything about the  concept of  

entrepreneurship in Tanzania it is, therefore, inevitable to mention ‘small and 

medium business sector’. SME sector is the one in which the foundation of 

entrepreneurship concept is concretized for that matter. Although it is termed as SME 

policy, it includes even the guidance for large enterprises. 

 

2.4.3 Entrepreneurial Orientation and Firm Performance 

The performance of the firm can be described in terms of its growth.  Growth is 

explained by Penrose (1959)  as increase in size or an improvement in quality as a 

result of a process  of development. Entrepreneurial Orientation  has nowadays  been 

recognized as one of the most important factors for a firm’s growth and profitability. 

Research has shown that high growth correlates with a firm’s entrepreneurial 

orientation (Stevenson & Jarillo, 1990). However, the said growth can be associated 
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with innovativeness, pro-activeness and risk-taking behavior of the firm, which 

refers to an entrepreneurial orientation  dimension.  

 

Lumpkin and Dess (1996) have drawn attention to the complexity of entrepreneurial 

orientation (EO) on performance relationship and suggest that the relationship 

between entrepreneurial orientation (EO) and performance relationship is context 

specific. In other words, the degree of the relationship between entrepreneurial 

orientation (EO) and firm performance is influenced by external environment as well 

as internal organizational processes. However, Penrose (1959) viewed the concept in 

different dimensions where the coordinating number of internal factors leads to 

increase in size and changes in the characteristics of the growing firm.  

 

Zainol and Ayadurai (2011) researched on entrepreneurial orientation (EO) in Malay 

family firms by considering personality traits as the antecedent. Their construct was 

used to explain the influence of entrepreneurial orientation (EO) and its consequence 

towards firm performance. They came to realize that the relationship between 

personality traits with firm performance in Malay’s firm was not mediates by 

entrepreneurial orientation 

 

Some writers, Lumpkin and Dess (1996) and Keh et al. (2007) perceived 

entrepreneurial orientation as the one having an influence on the performance of the 

firm and in some ways shapes the skills and abilities of the firm’s employees which 

normally has an impact in the business performance. Furthermore entrepreneurial 

orientation is viewed  an important aspect for firms in a dynamic environment. It has 
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been realized that  entrepreneurial orientation has the potential to replace the 

outdated business models or changing the firm’s position on the entrepreneurial 

orientation continuum from conservative to entrepreneurial firms (Covin et al., 

2006). 

 

2.4.4 The  Entrepreneurship Theories 

i) The Enforced Spirit  

According to Olomi, (2009) the enforced spirit represents owner – managers who, 

due to environmental circumstances (lack of jobs, retrenchment, etc) have been 

forced to start some business activities to secure their livelihood. These are 

characterized by neither risk-taking nor opportunity – seeking behaviors. They only 

start something (business activity) because they have to. Also, they start businesses 

which they consider safe, because a small profit is strategically more important than 

incurred but high return on capital. They typically start businesses that need a small 

amount of skills and knowledge. They would prefer a salary and regular working 

conditions to doing business. According to this view, those with a business spirit are 

likely and those with the enforced spirit are unlikely to pursue growth. 

 

 ii) Career Anchor Theory  

Career Anchor is defined as ‘the pattern of self-perceived talents, motives and values 

which serve to guide, constrain, stabilize or integrate the person’s career (Schein, 

1978).According to career anchor theory (Katz, 1994), the self- employed fall into 

one of two career anchors, named autonomy/independence and entrepreneurship. 

Autonomy is a desire for freedom from rules and control others, where as 
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entrepreneurship focus on something new, involving the motivation to overcome 

obstacles, the willingness to run risks and desire for personal prominence in what is 

accomplished. Katz (1994) offers examples of the prototype for career anchor 

patterns. The career Anchor theory posits that not only do those who fall under 

entrepreneurial anchors move upwards in salaried employment, but they are also 

more likely to be growth motivated in self – employment careers. 

 

Table 2.2 Prototype for Career Anchor Assessment 

Feature Autonomy Entrepreneurship 

Status changes in 

wage/salaried 

Employment moves little Change to higher status 

frequent 

Growth Typically no- esp.after 

start up 

Firms sales substantial  

Income Low to moderate High (for industry) 

Firm sole proprietorship Typically yes Typically no 

Number of employees Low to moderate- for 

industry 

High (for industry) 

Habitual entrepreneurs 

pattern 

Own firms serially Own multiple firms 

simultaneously  

Multiple business sites Typically no Typically yes 

Source: Jerome, A. Katz (1994 

 

iii) The Innovative Spirit Theory 

According to this theory as quoted in Olomi (2009), some business operators start a 

business primarily to pursue a particular idea or invention. For them, to do business 

or make a profit is of secondary importance. The innovative type of owner-manager 

are not typically active opportunity seekers in the sense that every opportunity is as 
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important as any other. Rather, they act only when the right type of opportunity 

knocks. However, they may be active opportunity seekers in the sense that they 

actively utilize their environment to complete the invention. The innovative owner – 

managers are also typified by a high degree of risks – taking. 

 

iv)      Evolution of Growth Motivation 

Olomi (2001) demonstrated that the entrepreneurial process among those who start a 

business out of economic necessity is very different from those who start one as a 

chosen career. Those who start businesses from choice have an interest in, 

enthusiasm for and commitment to the business and entrepreneurial career 

beforehand. This is the case among most owner-managers in developed countries. 

However , among developing countries, such as Tanzania, entry into business is 

largely a result of economic necessity. They initially start grudgingly. A subset of 

those owner – managers who start businesses out of economic necessity do develop 

interest in, and commitment to, the career. 

 

v) The Social Action Theory 

According to  Stanworth and Curran (1976), this theory posits that owner- managers 

differ significantly in terms of their self- perception, the meaning they attach to 

business activities and therefore their motivation grow. Further, these meanings  are 

socially generated and sustained. People will choose to run businesses whose 

structure and size conform to their perceived self – image and their corresponding 

intrinsic needs. The theory categorises owner-managers into three types: “artisan”, 

“entrepreneur” and “manager”.  
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The artisans are motivated primarily by the intrinsic satisfaction that arises from 

personal autonomy, status in society, satisfaction at producing a quality product and 

offering a personal service. Their motivation demands that they continuously 

maintain a direct operating role in the business.  

 

The classic entrepreneur is an owner- manager motivated by a combination of profit 

and freedom from control by others. He/she is willing to sacrifice intrinsic rewards in 

order to maximize personal financial returns. He/she however needs to exercise 

direct personal control over the business and hence growth beyond a level which 

necessitates delegation of managerial responsibilities is avoided. Managers are 

motivated  by the desire to gain recognition by significant others for managerial 

excellence, the desire to create something new and personal prominence  in what is 

accomplished and concern to ensure that their offspring will eventually benefit from 

the enterprise. They seek and allow the firm to grow into a large organization as a 

means of meeting their needs.   

 

2.5 Empirical Literature Reviews 

In Europe, some evidence suggests that self-employment is highest for those with the 

least education and lowest for those mostly educated (Blanchflower and Oswald, 

1999). Another study showed the same finding for Latin America in which (Llisterri 

et al. 2006) a differentiation was made between “necessity” and “opportunity” driven 

young entrepreneurs. The study found that opportunity entrepreneurs (those who 

seize a business opportunity) tended to create growth-oriented enterprises and also 
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had generally higher education levels and were from the middle or upper-middle 

classes. These “opportunity” driven entrepreneurs also created more employment. 

Entrepreneurship by “necessity”, defined as economic activities by young persons 

who are pushed into self-employment because they are unable to find other 

employment is more often found among the poor and among those with lower levels 

of education. Their ventures tend to be very fragile, they create little employment for 

others and remain small (Joni and Christensen, 2009). 

 

Giacomin, Janssen, Guyot and Lohest (2011) conducted a study in Belgium which  

tried to identify the impact of the socio-economic characteristics of entrepreneurs on 

their opportunity-necessity positioning. Basing  on a sample of 538 entrepreneurs, 

they point out that individuals who get involved in an entrepreneurial process, have 

encountered a situation of necessity and/or opportunity and that the latter can take 

various forms. Although their study based on the business environment which do not 

match with Tanzanian’s, they managed to show the impact of the socio-economic 

characteristics of entrepreneurs on the alignment of their project with a necessity or 

opportunity entrepreneurial dynamics. They also highlighted the existence of sub-

profiles of entrepreneurs within the necessity-opportunity typology and stressed that 

“not all jobseekers are necessity entrepreneurs and that new venture creation based 

on family influence may convey both a necessity and an opportunity dimension”.  

 

Finally, their study reveals a new kind of entrepreneurship, i.e. hobby 

entrepreneurship. Entrepreneurial activity in Africa is heavily skewed toward low-

expectation entrepreneurial activity; this is according to Global Entrepreneurship 
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Monitor (GEM) report on high-growth entrepreneurship (Autio, 2007; Naude, 

Thomas, Wood & Aloe, 2008) in Urban, (2011). The primary objective of GEM was 

to explore differences in national levels and types of entrepreneurship. The relative 

prevalence of opportunity-motivated versus necessity motivated (i.e, entrepreneurs 

who say they are involved in an entrepreneurial effort to take advantage of 

opportunity or because they have no better choices for work), entrepreneurial activity 

provides useful insights into the quality of early-stage entrepreneurial activity. GEM 

research has consistently shown that the economic contribution of opportunity 

motivated entrepreneurs is higher than for necessity-driven entrepreneurs, who are 

alternatively termed as survivalists since they face structural challenges where 

expected returns are low and intermittent, with low expectations of growth and job 

creation, and where motivation is personal survival (Morris & Pitt, 1995; Ngiba, 

Dickinson & Whittaker, 2009). This is in contrast to opportunity-driven 

entrepreneurs, who say are they are pursuing a business opportunity and strive for 

independence, and are largely responsible for up to 80 per cent of all job creation by 

entrepreneurs (Autio, 2005) in (Urban, 2011). Accordingly Urban, 2011, insisted that 

the classification of necessity-driven entrepreneurship (NDE) versus opportunity-

driven entrepreneurship (ODE) with which his paper had found to differ 

systematically in terms of (1) expectations of job creation, (2) projections for out-of-

country exports, (3) intention to replicate existing business activity versus creating a 

new niche, and (4) participation in one of four business sectors. 

 

Rosa et al (2006) in Olomi (2009) have however questioned the assumption that the 

poor who have difficulties  meeting basic needs will resort to business activity. They 
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established empirically through a survey and grounded theory in Uganda and Sri 

Lanka that the poorest section of the deprived population does not engaged in 

business, but rather seek to maintain their livelihoods through informal employment 

in other establishments, including micro enterprises. The implication is that the 

“economic necessity” or enforced spirit enterprises are set up by a section of the 

community which is relatively more opportunity driven or entrepreneurial than the 

poorest segment. This is consistent with the recognition by micro – finance 

practitioners and researchers that micro-finance is not for the poorest of the poor, 

because often they do have the capacity to use the loans productively and to repay 

them. As a result, micro finance is targeted at the economically active poor.  

 

In the study on Necessity and Opportunity-driven Entrepreneurs in Canada, by 

Robiachaud (2012) which aimed at examining how female and male entrepreneurs 

participating to the Global Entrepreneurship Monitor (GEM) Canada survey 

compared in terms of their motives to start a business. Motivations were compared 

using the “push-pull” dichotomy among a sample of owners of recently created firms 

across Canada.  

 

In general, the results of this study show a relationship between success at launching 

a business and some characteristics of opportunistic entrepreneurs such as: level of 

education, skills, self-confidence, income and networking. As men tend to have 

acquired these characteristics in a higher proportion than women, it would not be 

surprising to see women obtaining on average lower results than men when these 

characteristics are measured. 
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In  the study by Olomi (2001) that involved 289 owner – managers of small and 

medium sized millers, 13 start- up reasons  were factored and four factors emerged, 

which are autonomy, growth, security and survival strategy. Besides, in the study 

that employed factors analysis of 17 start – up reasons on data from 350 male – 

female entrepreneurs, Inchimbi (2002) identifies six factors, which are: career 

frustration, need for independence/autonomy, need for freedom and flexibility need 

for achievement, role mode and economic necessity/survival. 

 

Olomi (2009) in his study “from economic necessity to entrepreneurship” 

demonstrated that the entrepreneurial process among those who start a business out 

of economic necessity is very different from those who start one as a chosen career. 

Those who start businesses from choice have an interest in, enthusiasm for and 

commitment to the business and entrepreneurial career beforehand. This is the case 

among most owner-managers in developed countries. However, his study 

concentrated only on one part of this study i.e necessity. Accordingly it was 

highlighted that among developing countries, such as Tanzania, entry into business is 

largely a result of economic necessity. They initially start grudgingly. A subset of 

those owner – managers who start businesses out of economic necessity do develop 

interest in, and commitment to, the career. 

 

Olomi (2001) studied on motivational issues in general and singled out incidence, 

antecedents and consequences of growth seeking behavior among owner – managers. 

Although the study was not directed at identifying necessity and opportunity 

entrepreneurs, it sheds some light in attempting to explain motivational issues as 
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driving entrepreneurs. Some variable used in this study finds residence  in the current 

study i.e there exist variations in terms of behavior and motivation to grow among 

entrepreneurs. 

 

Nchimbi (2003) undertook a study with variable that explain start – up motivation, 

individual characteristics and perceptions of business success. This study’s objective 

was to examine entrepreneurial start-up motives, individual characteristics and 

perception of business success treating gender as variable that influence these 

attributes.  

 

The results found in this study indicate that there is a variation in terms of start-up 

motive and individual characteristics between male and women entrepreneurship in 

Tanzania. However this study usefulness in this context is through setting grounds 

for the discussion about different attributes of an entrepreneur, yet it does not offer 

clear explanations as to whether there is existence of necessity or opportunity 

entrepreneurs. 

 

However we have noted aspects and factors  found empirically to influence the 

behaviors towards business among people as well as motives behind the 

entrepreneurs. Much of these studies to a great extend will provide for the ground 

through which the current problem will be based. The present study is therefore 

expected to unveil the issue as to whether people join business world due to necessity 

or they are after opportunities and this will cover the gap that has not been address by 

previous studies. 
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2.6 Conceptual Framework 

Entrepreneurship activities play a very crucial role in Tanzanian economy and hence 

its promotion is necessary. In order to promote entrepreneurship it is very important 

to understand why do people need to start own private businesses and what the 

motives behind such entrepreneurs. With this feeling it is more important to 

understudy whether entrepreneurs are necessity based or opportunity driven.  

 

However the motives behind entrepreneurs and start up reasons are interrelated to 

each other. With this regard the relationship between such motives and firm 

performance will be well understood. All the process of the above nature will assist 

in the formulation of entrepreneurship promotion strategies. This study aims to 

propose mechanisms for promotion of entrepreneurship in Tanzania. It is believed 

under this study that in order to promote entrepreneurship, an important issue to 

understand is what motivates entrepreneurs, i.e whether are necessity based or 

opportunity driven. 
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                                                                                          2      
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Figure 2.1 Conceptual Framework 
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2.7 Literature Gap 

There is a growing literature on entrepreneurship worldwide. According to the 

literature review on entrepreneurship in Tanzania as reported in various researches, 

in this study, it has been revealed  that many of them concentrated their studies on 

other areas but none of them had bothered to study on whether the entrepreneurs in 

Tanzania are necessity based or opportunity driven. Certainly there is a proof that 

there is insufficiency of literature which attempted to react on the core question of 

this study though the importance of determining the motives behind the 

entrepreneurs which is very crucial in the case of their promotion. Therefore  this 

study fills the existing literature gap by investigating on whether entrepreneurs in 

Tanzania are necessity based or opportunity driven. 
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CHAPTER THREE 

3.0 RESEARCH METHODOLOGY 

 

3.1     Introduction 

This part of the study presents the research methodology on how the research is 

designed and how it was  carried out. Sampling area of the study, type of data, 

instruments for data collection and data analysis have also be explained in this part.  

 

3.2 Research Design 

The study have applied a descriptive research design using survey technique in 

which the required information have been gathered from the selected respondents. 

This research was guided by a descriptive type of research design as defined by 

Kothari ( 2009) that a descriptive study aims at giving the description of the state of 

affairs as it exists at present. According to Kothari (2009), in business research the 

term Ex post facto research is commonly used for descriptive studies. The main 

characteristic of this research design method is that the researcher has no control over 

the variables; he can only report what has happened or what is happening.  

 

The choice of which design to use depends on several factors including the nature of 

information sought in relation to the study objectives. The major emphasis is on 

discovery of ideas and insight; as such the research design appropriate for such 

studies must be flexible enough to provide opportunity for considering different 

aspects of a problem under study. Kothari (2006) argued that, in descriptive research 

design, the major emphasis is on determining the frequency with which something 

occurs. 
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3.2.1 Desk Research and Field Research  

Intensive literature review have been undertaken. The study have concentrated on the 

search of various academic literatures for concepts, theoretical developments and 

empirical studies relevant for this research, collection of quantitative and qualitative 

information from published or any other sources. The purpose of collecting this kind 

of data was to get the information about the motives of entrepreneurs in Tanzania 

whether based on necessity or opportunity. All available relevant documents have 

been  reviewed. 

 

3.3 Targeted Population  

The sampled target population in this study consists of various practicing 

entrepreneurs doing business in varied capacities and in a number of different 

undertakings. This sample population was chosen due to the constraints of time, 

research ability and financial constrains for travelling to other regions.  

 

3.3.1 Sampling  

The sampling size of this study generated from entrepreneurs within business 

community in Kinondoni - Dar es Salaam and also from out of the envisaged ones 

from various business undertakings  such as retail/wholesale shops, groceries, 

hardware shops, parks, garment shops, auto spare sellers, electronics shops, saloons, 

service providers, carvings market, consultants and other various businesses often 

best known  by the researcher. The respondents from the sampling frame have been 

selected out of small and medium entrepreneurs at Kinondoni. The sample units in 

this study were female and male entrepreneurs of various age ranges.  
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3.3.2 Sample Size and Selection 

For the purpose of this study, a sample size of one hundred and fifteen (115) small 

and medium entrepreneurs in total and were randomly selected from among the 

population of entrepreneurs who are performing their businesses in Kinondoni 

municipality in Dar es Salaam. The selected sample size has provided enough 

information to answer the study objectives leading to valid conclusion and 

recommendations. 

 

 Kothari (2006) defines an optimum sample as one which meets the requirements of 

efficiency, reliability and flexibility. The sample size is as well chosen due to time, 

reach-ability and financial constrains for distributing questionnaires to a scattered 

number of respondents. This is a deliberate sampling as noted by Kothari (2006) 

where deliberate selection of particular units of the universe for constituting a sample 

which represents the universe.  

 

3.3.3 Study Area and Population 

The study was conducted in Kinondoni Municipality – Dar es Salaam where there is 

a good number of trading activities.  This area enabled easy execution of the study 

since the researcher was familiar with the area and thus it  hoped that familiarity with 

the area would help the researcher to get the necessary data easily to permit timely 

completion of the research study. The target population for the study were the 

entrepreneurs of different age groups. These people referred in this study were those 

having the age above 18 years and who have differentiated levels of education.  
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3.4  Data Collections  

3.4.1 Data Collection Instrument 

The main data collection instrument employed in this study was questionnaire. The 

questionnaires were administered by the researcher and distributed to various number 

of entrepreneurs through survey. The data collected via questionnaires from necessity 

based and opportunity driven entrepreneurs included demographic and social 

economic variables and information on motivational factors, knowledge, 

entrepreneurs’ performance, characteristics and challenges faced by such 

entrepreneurs were obtained from surveyed  entrepreneurs. 

 

3.4.2 Data Sources 

This section indicates and clarifies the different sources of both primary data and 

secondary data that were used in this study and the ways  used in collecting them. 

For the purpose of this study primary data collected through survey questionnaires 

which were distributed to various entrepreneurs. Secondary data on the other hand 

were obtained through reviewing various documents and publications from various 

sources  including government departments, books, journals and electronically 

published articles. 

 

3.5 Data Analysis and Interpretations  

The analysis and interpretations of data in this study have based on the primary data  

that will be  collected from the field and secondary data available from various 

reports prepared by different institutions and stakeholders as well as from literature  

reviews. The  purpose of the fieldwork  is to collect primary and secondary data and 
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solicit appropriate  information from literature review  that will be considered as a 

key in complimenting secondary information and gather contextual information for 

validating and updating existing entrepreneurs and their motives behind. 

 

Quantitative data have be collected and summarized to ensure that they have been in 

suitable form for addressing both research questions and the method of analysis used. 

This was done while ensuring that original meanings of the statements made by 

respondents are maintained. The summarized data then were coded and used for 

subsequent statistical analysis. The data collected through questionnaire were 

analyzed by using Special Package for Social Sciences (SPSS) computer package for 

that matter. Qualitative data were collected through questionnaires  and then content 

analysis was done to deduce the intended findings. 
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CHAPTER FOUR 

4.0 PRESENTATION, ANALYIS AND DISCUSSION OF THE FINDINGS 

 

4.1 Introduction 

This chapter presents the research findings, data analysis, interpretation and 

discussions in relation to main and specific objectives. The chapter starts by outlining 

some desirable reasons as to why people need to join business world. Later the 

research presents the findings obtained through the use of instruments proposed in 

the research methodology such as structured  questionnaires from each surveyed 

entrepreneurs.  

 

4.1.1 Data Cleaning 

115 questionnaires were administered in this study. Out of these, 107 questionnaires 

were returned giving a response rate of 93%. Each questionnaire was inspected and 

corrected for purpose of detecting errors as well as cleaning data before being coded 

in the computer. The inspection and correction was done in two ways; firstly, in the 

field and secondly, during the process of coding the data. In the field, the data were 

inspected to detect the most garish omissions and inaccuracies in the data. To clear 

the data, we arranged an interview with particular respondents in order to get 

accurate data. Then before coding the data, 7 questionnaires were dropped because of 

being improperly filled and contained incomplete answers, thus we remained with 

100 useable questionnaires giving a response rate of 87% which were considered 

satisfactory for subsequent analysis; we considered them according to Churchill 

(1996) that they could provide proper quality of research information. 
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4.1.2 Validity and Reliability of Data 

Validity is the most critical criterion and indicates the degree to which an instrument 

measures what is supposed to measure while reliability is concerned with consistency 

of responses with which the repeated measure produces the same results across time 

and observers (Saunders et al. 2007).  For this study, the major research instrument 

which was proposed to ensure validity and reliability was the structured 

questionnaires method which involved preparation of interview questions, sending to 

entrepreneurs who are involved directly in trading. By the use of the selected 

research instrument, the questions and statements were classified into categories and 

coded and analyzed  by SPSS so that the appropriate descriptive statistic results on 

each statement were known. The use of survey technique, cross examination among  

different respondents  assisted in ensuring validity and reliability. 

 

We used reliability test to determine internal consistency of scale, which assessed the 

degree to which the items were homogeneous and how consistent individuals 

respond to the items and questions. Reliability is achieved if the instrument produces 

the same results when successfully used by different researchers (Elly et al, 2008). 

This study proposed the use of cronbach alpha at levels between 0.7- 1 to measure 

the reliability of the instrument (Cronbach, 1951). The reliability test was done using 

SPSS package and the results are shown below. 

 

Table 4.1 Reliability Statistics for Internal Consistency of Data Reliability 

Statistics 

Cronbach's Alpha N of Items 

.773 28 

Source: Field Data (2012) 
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4.2 Profile of the Respondents 

4.2.1 Distribution of the Respondents by Gender, Age and Marital status 

Table 4.2  Respondents Distribution by Gender 

  

Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Male 
63 63.0 63.0 63.0 

  Female 
37 37.0 37.0 100.0 

  Total 
100 100.0 100.0  

Source: Field data, (2012) 

 

The results from table 4.2 show that among one hundred respondents (100),   63% 

were male entrepreneurs  and  37% are female entrepreneurs. This means that men 

are likely to act more entrepreneurially than women.  

 

In age wise it was noted that entrepreneurs who are right now doing businesses are 

from 25 years of age to 67 years ranging from 1% to 8% where those with 28years 

and 34years were ranked the highest as shown in age group table (see appendix 

3).There after the age groups of the respondents using class interval of 10 years were 

chosen from the respondents who have attained age of majority. The results (see 

figure 4.1) from age group interval revealed that the leading group in doing business 

is entrepreneurs aged from 28 to 37 years which accounts for 48% of all. This means 

that the most energetic and independent age group is the one which leads in starting 

and managing private businesses. The age between  18-27 years as far as education 

system of Tanzania is concerned comprise of people who are in schools at various 

levels. 
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Figure 4.1  Respondents Distribution by Age 

Source: Field data, (2012)  

 

Marital status of the respondents was categorized as married and not married where 

the former are those in marriage right now and the later combines singles, divorcees 

and widow(er)s who right now are not in marriage. The results of the study revealed 

that 72% of the respondents who start up own businesses are married and the 

remaining 28%  are not married as illustrated in table 4.3  

 

Table 4.3  Marital Status of the Respondents 

  Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Married 72 72.0 72.0 72.0 

  Not married 28 28.0 28.0 100.0 

  Total 100 100.0 100.0  

  Source: Field data, (2012) 
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4.2.2 Respondents  Distribution by Education 

Table 4.4 Level of Education 

  Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Never attended school 9 9.0 9.0 9.0 

  Primary 43 43.0 43.0 52.0 

  O-level Secondary 

School 
22 22.0 22.0 74.0 

  A-level secondary school 6 6.0 6.0 80.0 

  Post secondary school 

certificate or Diploma 
8 8.0 8.0 88.0 

  Advanced Diploma or 

Degree 
4 4.0 4.0 92.0 

  Postgraduate 

qualification 
8 8.0 8.0 100.0 

  Total 100 100.0 100.0  

Source: Field data, (2012)  

 

The results of the study (Table 4.4) revealed that primary schools leavers lead in 

starting and managing the business with 43% while those with first degrees and 

equivalent qualifications being the least in the list with 4%. With this results its very 

likely that this group of people do not have good and paying salaries jobs thus why 

were compelled by labour market forces to go for private business. A number of 

graduates and post graduates for this matter are likely to have salaried jobs and hence 

had no reasons to engage in starting a private business. Only few of them who had 

seen a necessity to exploit existing opportunities decided to be entrepreneurs of 

possibly have missed vacant jobs. 
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Table 4.5 Attendance of Business Education 

  Frequency Percent Valid Percent 

Cumulative 

Percent 

Attended 

business 

school 

 Yes 

26 26.0 26.0 26.0 

  No 74 74.0 74.0 100.0 

  Total 100 100.0 100.0  

Source: Field data, (2012) 

 

On the side of business education the results show that among 100 respondents only 

26% have attended courses in business management or entrepreneurship mean while 

the remaining 74% did not go to business school (as shown in Table 4.5 above).  

 

Table 4.6 Employment Before Business 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Yes 54 54.0 54.0 54.0 

  No 46 46.0 46.0 100.0 

  Total 100 100.0 100.0  

Source: Field data, (2012) 

 

Regarding employment status before business the findings in table 4.6 show that 

54% of all respondents have been employed prior to start their own business or they 

are still under employment. In the other hand  46% of respondents have never been 

employed anywhere.  As a matter of fact majority of entrepreneurs opt for self 

employment after they have attempted to secure employment  somewhere else.   
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In regards to the frequency of entrepreneurs embarking in business the findings 

express an ascending increase in number of entrepreneurs who started business 

during the past four decades. The extraction of field data (see appendix) as illustrated 

in ten years class intervals in figure 4.2 below show a tremendous increment in the 

frequency of entrepreneurs who started their businesses in the recently past decade. 

As per this finding 66% of the entrepreneurs started business during this decade as 

compared to 28% of the previous decade. 

 

Figure 4.2 Frequencies of Entrepreneurs Who Started Business  

Source: Field data, (2012) 

 

4.3 Main Findings 

4.3.1 Objective (i) Aimed at Determining Why do People Choose 

Entrepreneurship  as a Career 

The results from the study show that desire for high income, exploitation of 

opportunities, and lack of alternatives and work experience were the important 

motivational factors and  reasons respectively for choosing entrepreneurship as 
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career. According to the statistics  desire for high income was ranged as some how 

important which means more that important for the sake of this study and had a mean 

value of 4.5 with a very minimum standard deviation of 0.84 as shown in Figure  4.3  

below. Other factors as ranked as important with their standard deviation values at 

the bracket are;-exploitation of opportunities (1.21), realize own ideals (1.19), salary 

not sufficient (1.75) and labour market and state of economy (1.11). 

 

 

Figure 4.3 Motivational Factors Influencing People to Start Own Businesses  

Source: Field data, (2012) 

 

Moreover, work experience and lack of alternative have been ranked as considerably  

important  business start up reasons as shown in figure 4.4  below . 
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Figure 4.4 Own Business Start – up Reasons 

Source: Field data, (2012) 

 

4.3.2 Objective (ii) Aimed at Determining the Relationship Between the 

Motives and the Resulting Performance of the Firm 

i)        Introduction  

The analysis of this objective was conducted by the use of Chi – Square Tests where 

three relationships were tested. Furthermore the analysis was statistically done 

through SPSS by   measuring number of employees as a firm growth indicators and 

comparison of individual firms with respect to other firms in descriptive Statistics. 
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ii)  The relationship between existing opportunities and sales performance of 

the firm 

The relationship between the motives and the resulting performance of the firm 

where was tested against one motivational factor (exploitation of existing 

opportunities). Respondents were required to respond to some questions which latter 

were coded in SPSS and the Pearson Chi – Square test results were summarized in  

table  4.7 below. 

 

Table 4.7 Chi-Square Tests: Exploitation of Existing Opportunities and 

Sales Performance 

Source: Field data, (2012) 

 

From table 4.7  above  we observed that  significant level of 0.002 is smaller than 

accepted significance level (5%)  and this results show that there is strong positive  

exploitation of existing opportunities and sales performance which means that 

entrepreneurs with a motive to exploit existing opportunities have a better chance to 

increase sales turnover. 

 

iii)     The Relationship Between Desire for High Income and Sales 

Performance of the Firm 

The relationship between the motives and the resulting performance of the firm 

where one motivational factor (desire for high income) was taken into consideration. 

Respondents were required to respond to various questions which latter  on were 

 Value Df Asymp. Sig. (2-sided) 

Pearson Chi-Square 37.819(a) 16 .002 

N of Valid Cases 
100   
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coded in SPSS and the Pearson Chi – Square test results were summarized in  Table  

4.8 below.  

 

Table  4.8 Chi-Square Tests: Desire for Higher Income and Sales   

Performance 

  Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 41.638(a) 16 .001 

N of Valid Cases 
100   

Source: Field data, (2012) 

 

From Table 4.8  above  we observed that  significant level of 0.001 is smaller than 

accepted significance level (5%)  and this results show that there is strong positive  

relationship between desire for high income and sales performance which means that 

entrepreneurs with a motive to desire for high income have a very good chance to 

increase their firms’ sales turnover. 

 

iv)    The Relationship Between Exploitation of Existing Opportunities and   

         Number of Branches Opened   for the Firm 

The relationship between the motives and the resulting performance of the firm 

where one motivational factor (exploitation of existing opportunities) was linked to 

number of branches opened for the firm. Meanwhile the performance of the firm as 

per this relationship was measured in terms of the number of branches opened. 

Respondents were required to respond to various questions which latter  on were 

coded in SPSS and the Pearson Chi – Square test results were summarized in  table  

4.9  below.  
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Table 4.9  Chi-Square Tests: Exploitation of Opportunities and Number of 

Branches Opened 

  Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 13.551(a) 16 .632 

N of Valid Cases 100   

Source: Field data, (2012) 

 

From table 4.9  above  we observed that  significant level valued at 0.632 is higher 

than accepted significance level (5%)  and this results show that there is no positive  

relationship between exploitation of existing opportunities and  number of branches 

opened for the firm which means that entrepreneurs with a motive of having desire to 

exploit existing opportunities do not have a need  to increase number of branches for 

their business.  

 

v)     Measuring Number of Employees as a Firm Growth Indicator and     

         Comparison of Individual Firms with Respect to Other Firms  

The findings from this analysis show that in between year 4 and 5 of the business 

there was an increase of an average of three employees of the firm as computed by 

descriptive statistics in SPSS which resulted to standard deviation valued at 2.28. 

However the result from the range of year 0 and 1 gives more comprehensive 

meaning where we noticed a standard deviation of 0.71 with a mean valued 1.34. 

This means that an increase of about two employees in year one gives a better 

indicator of firm growth than that of three in year four as shown in table 4.10 below. 
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Table 4.10 Measurement of  Increase in Number of Employees 

 N Mean Std. Deviation 

 Years 4-5 100 2.25 2.276 

Years 0-1 100 1.34 .714 

Years 1-2 100 .92 1.203 

Years 3-4 100 .78 1.488 

Years 2-3 100 .68 1.262 

Valid N (list wise) 100   

Source: Field data, (2012) 

 

However the findings from Table 4.3.7 below show that there are only 24% of the 

respondent who have managed to open branches or subsidiaries for their businesses. 

This does not mean that the performance of the firm is affected because there if no 

correlation between the two especially for opportunity driven entrepreneurs .As we 

recall  to relationship at 4.3.2(iv) above  we noted that there is no positive 

relationship between exploitation of existing opportunities and number of branches 

opened  for the firm. 

 

Table 4.11 Branch or Subsidiary Opened 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Yes 24 24.0 24.0 24.0 

 No 76 76.0 76.0 100.0 

 Total 100 100.0 100.0  

Source: Field data, (2012) 

 

In a course of comparing the business status of  individual firms with respect to other 

firms among respondents the results show that an average respondents ranked 
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themselves to be moderate and good in various selected factors (see Table 4.12  

below). A mean values 1, 2, 3, 4, and 5 indicates bad, moderate, good, very good and 

excellent ranks respectively. Meanwhile in average the respondents did not have 

confidence to rank their businesses very good or excellent in comparison with others 

in terms of customer size, firm growth, market share, profitability and increase in 

sales. 

 

Table 4.12   Comparison of Individual Firms with Respect to Other Firms    

  

customer 

size 

firm 

growth 

market 

share profitability 

increase in 

sales 

N Valid 100 100 100 100 100 

Mean 3.06 2.92 2.70 2.86 3.05 

Std. Deviation 1.090 .849 .772 .766 .770 

Source: Field data, (2012) 

 

4.3.3 Objective (iii) Aimed at Determining the Challenges Faced by 

Entrepreneurs Based on their Motives 

i)  Introduction   

Going through the analysis of this objective the author had to do a manual analysis 

(content analysis) of the question which was posed to the last page of the 

questionnaire (see appendix 1). It is of qualitative nature which required some 

detailed explanations. As for this analysis the questions named part B and part E (in 

the questionnaire) were taken into consideration to determine whether an  

entrepreneur is a necessity based, opportunity driven or other sorts. For this matter 

those who gave the highest ranks in exploitation of existing opportunities factor  in 
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question part B and those who had the highest ranks in lack of alternative factor in 

question part E were regarded as opportunity driven and necessity based 

entrepreneurs respectively. However few of the respondents gave the highest ranks in 

both cases and this resulted to a hybrid category of entrepreneurs as summarized in 

figure 4.5. 

 

The findings have heighted that the motives behind entrepreneurs categorize them to 

be necessity based entrepreneurs or opportunity driven entrepreneurs and hybrid of 

both necessity and opportunity entrepreneurs. Basing on the motives behind these 

entrepreneurs the following are major challenges facing opportunity driven 

entrepreneurs, necessity based entrepreneurs and the general challenges affecting all 

entrepreneurs. 

 

Figure 4.5 Categories of Entrepreneurs basing on their motives 

Source: Field data,(2012) 
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i)      Challenges for Necessity Based Entrepreneurs  

a) Education Limitation: About 80% of this type of entrepreneurs  faces the 

problem of limited know how in terms of knowledge and education. Education 

limitation hinders their development and hence makes the trading environment 

uncomfortable. They claim to be very unconfident when they face local government 

officials, policemen and people from the financial institutions. 

 

b) Inability to make proper business analysis: Because of the nature of the 

people being necessity based they are normally rush to business without proper 

analysis which eventually makes their undertakings not well performing. Some of 

them (55.8%) claim that they are not able to analyze business prior to start. Its very 

likely that they are not able to prepare comprehensive business plans for their 

business. 

 

c) Poor Government support: Most of these entrepreneurs (92.3%) noted to 

complain about poor support from the government. They claimed that they do not get 

the expected support from the government. They believe that if the government 

would support them they would have uplifted their business. 

 

d) High taxes: Most of these entrepreneurs (84.6) keep complaining about high 

taxes levied by the Revenue Authority. However it has been learned there is the issue 

of understandability which makes these entrepreneur to combine the taxes payable to 

the revenue authority and other charges levied by local governments on some 

specific events. These events include; environmental protection charges, cleanliness 

and security charges.  
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e) Failure to produce collateral for loans: It was learned that for a few of these 

entrepreneurs (32.7%) who wish to secure loans from the financial institutions do not 

have the required collaterals which will as  securities before the financial institutions. 

 

f) High living expenses: The necessity based entrepreneurs joined the business 

world because they had no alternative for their survival. The current situation of high 

inflation rate experienced in Tanzania associated with rapid increment of living 

expenses  endanger  the business continuity among such entrepreneurs because the 

substantial amount of earnings are consumed for daily demands and other necessary 

consumables.73.1% of the respondents claimed that life is too tough  as such that 

they are about to finish  the capital. 

 

iii)    Challenges for Opportunity Driven Entrepreneurs  

a) Stiff Competition among business owners: Opportunity entrepreneurs admit 

that there is a mushrooming of entrepreneurs trading in similar fields. This influx of 

entrepreneurs cause the competition among  themselves to be very stiff. Low pricing 

by competitors acts as stumbling block which is envisaged as a result of the stiff 

completion. When some competitors tend to low down the products’ prices, the other 

group under competition must suffer by either lowing down the prices or 

experiencing a decreased sales turnover. 

 

b) High Interest Rates: It has been learned that majority of Opportunity 

entrepreneurs (73.2%)do finance their business by loans from banks. The 

commercial banks charge  high interest rates which at the end reduce the expected 
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profit margin of the borrowers. They claim that interest rates of 15 to 20 per cent 

charged by commercial banks in Tanzania currently are very high and unaffordable 

to mortgage seekers and other borrowers. 

 

c) World Economic Crisis: Some of the opportunity entrepreneurs (39%) are 

trading across the borders or their businesses depend on the availability of tourists. 

The recently experienced world economic crisis has greatly affected the businesses 

of many international traders. The entrepreneurs claimed that the purchasing 

frequencies of the foreign buyers have decreased for the past two years causing the 

total trading expenses to overrun. 

 

d) Lack of exposure and fear for FDI:  73.2% of the respondents under this 

challenge observed to lack exposure and therefore fail  to across the borders for 

business purposes. Some of the them  have good financial status but they fear to 

undergo in Foreign Direct Investment in other countries because of lack of exposure. 

In most cases where there is no option for them to trade across the borders such 

opportunity driven entrepreneurs are compelled to use the brokers whom definitely 

reduce their profits. Some respondents who exports products outside the country by 

the help of brokers  claim that the same brokers can earn a sum equal or above the 

total production cost plus expected profit  of the producer for every deal.  

 

e) Corruption: Corruption has been named as one of the very disturbing 

challenges of the opportunity driven entrepreneurs. Corrupt practices were termed 

mostly to appear in the obtaining of business licenses from relevant authorities, tax 
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assessment and in the procurement processes especially for government funded 

procurements. The corruption kinds named; bribery, nepotism (technical know who) 

and abuse of powers have been mentioned by 68.3% of the respondents in this 

category as poison to their business.  

     

 iv)     Common Challenges For All Entrepreneurs 

a) Capital limitation: Sources for capital finances have noted to be a serious 

issue challenging 52% of all entrepreneurs surveyed. The difficulty in securing the 

initial capital outlay affects the entrepreneurs’ motives as they are compelled to start 

up business out of their desired status.   

 

b) Power cut – off: Certain businesses for the sake of their perpetual success  

need availability of regular supply of electricity than anything else. The respondents 

(49%) claimed that there is a serious problem of power cut off unexpectedly which 

causes damages to the side of products for producers and delays services delivery for 

service providers.  

 

c) High rental charges: High rates of rents charged by landlords have noted to 

be one of the challenges faced by all kinds of entrepreneurs. A substantial percent 

(72%) of the surveyed entrepreneurs have been affected by this challenge. The 

investigative results confirmed that rents range from Tsh.50,000/ to Tsh.400,000/ per 

month per trading room (popularly known as a frame ) depending on location, the 

size, authenticity and type of business for bungalows and two- storeyed buildings, 

where as the rent charges range from US$ 8 to US$ 16 per square metre per month 
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for multi - storeyed blocks. The charges for rents are payable in annually and semi 

annually basis. 

 

d) Low purchasing power of buyers: Accordingly all kinds of surveyed 

entrepreneurs claim that the decreased purchasing power of their customers have 

created problems in slow moving of their stocks. This situation compel them to sell 

the products on credit basis for expectation of repayment in installments in future. 

However sometimes they do encounter difficulties in being paid on time and the 

number of bad debts have been increasing overtime. 

 

e) Discrepancies in tax payment schemes: The majority of respondents (54%) 

claimed that their businesses  are not well assessed by the revenue authority. The tax 

payment schemes are set in such a way that the tax payers are required to pay 

revenues in quarterly. The problem with this scheme is that the tax payers can realize 

profits in seasonal basis once a year. Another problem arises when the TRA  fails to 

reimburse the value added tax (VAT) returns for VAT registered tax payers  where 

the issue rest on the side of the revenue authority. 
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CHAPTER FIVE 

5.0 SUMMARY OF FINDINGS, CONCLUSION AND   

RECOMMENDATIONS 

 

5.1  Introduction 

This chapter is the final one, which close up the discussions under this study. The 

chapter concludes by summarizing findings from the study basing of the intended 

objectives. There after it gives out the general conclusion as per the findings 

obtained. The recommendations based on the results and that concerning future 

studies are as well noted down in this chapter.  

 

5.2 Summary of   Findings 

In this part the author discusses in summary the results of study findings in relation 

to the expected outcome of the study. The results show that the characteristics of the 

respondents were representative when demographically assessed in terms of sex, age, 

marital status, business experience, employment history and  level of education 

attained. The analysis of the data obtained from the research revealed that the data 

had good quality with acceptable levels of reliability and validity. The sample was a 

good representative of population which warranted the study to draw the reliable 

inferences about population under the study. 

 

 5.2.1    Reasons as Why People Choose  Entrepreneurship as a Career 

The findings of the study indicated that desire for high income was the most 

important factor that motivates entrepreneurs to start their own business. According 
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to the statistics this factor was ranged as some how important which means more that 

important as per ranking criteria set for this study. Other factors as to why people 

choose entrepreneurship as a career are;- exploitation of opportunities, realization of 

entrepreneurs  own ideals, insufficiency of  salaries for entrepreneurs who were 

under employment prior to business, Labour market and state of economy and 

Attractive appearance,  where all these were ranked as important factors. 

 

 However, the results indicated the alternative factors to be work experience and lack 

of opportunities which both were ranked as a considerably important factors. Other 

reasons found were  new business policies , family expectations and political stability 

where all of these ranked to be important start up  reasons with lesser weights. 

 

5.2.2 The Relationship between the Motives and the Resulting Performance of  

the Firm 

Through relationship significance testing by chi square, the analysis considered 

exploitation of existing opportunities as one of the motives for entrepreneurs  and 

results show a strong relationship between such a motive and sales turnover. This 

result dictates that entrepreneurs with a such motive of exploitation of existing 

opportunity (Opportunity driven entrepreneurs) have a better chance to increase sales 

turnover of the firm. Furthermore, another motive parameter tested against sales 

turnover was desire for high income. 

 

 The results indicated that there is a strong relationship between the desire for high 

income as a motive and sale turnover as a criterion to measure firm performance. 
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This means that entrepreneurs with a such a motive having desire for high income 

have a very good chance to increase sales turnover of their firms. Eventually by chi 

square test of number of branches opened as performance indicator  it was possible 

to determine  the relationship between the motives and the resulting performance of 

the firm where one motivational factor  (exploitation of existing opportunities). 

Meanwhile the performance of the firm as per this relationship was measure in terms 

of the number of branches opened.  

 

The findings indicate that a motive factor exploitation  existing opportunities does 

not have any relationship with an increase number of branches. This connotes that 

entrepreneurs with a motive to exploit existing opportunities do not have a have a 

need to increase number of branches for their business. Hence  there is no positive 

relationship between exploitation of existing opportunities and number of branches 

opened  for the firm. As for this study  the results  show that there are only 24% of 

the respondents who have managed to open  branches or subsidiaries for their 

businesses. 

 

5.2.3 The Challenges Faced by Entrepreneurs Based on Their Motives 

The results from analysis have identified two major types of entrepreneurs basing on 

their motives and a hybrid category of the two. The two categories of entrepreneurs 

identified were 52 Necessity Based Entrepreneurs (NBE)  and 41 Opportunity Driven 

Entrepreneurs (ODE) and 7 hybrid entrepreneurs who were between NBE and ODE. 

However the findings have identified specific challenges for NBE and ODE, and 

some general challenges which cut across for all entrepreneurs as outlined below. 
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i)  Challenges for Necessity Based Entrepreneurs 

The challenges facing necessity based entrepreneurs are; education limitation, 

inability to make proper business analysis, poor government support, High taxes, 

failure to produce collateral for loans and high living expenses. 

 

ii)  Challenges for Opportunity Driven Entrepreneurs  

The challenges facing opportunity driven entrepreneurs are; stiff competition among 

business owners, high interest rates, world economic crisis, lack of exposure and fear 

for FDI  and corruption.  

 

iii)  General Challenges for all entrepreneurs 

The challenges which appeared common to all entrepreneurs are capital limitation, 

power cut – off, high rental charges, low purchasing power of buyers and 

discrepancies in tax payment schemes. 

 

5.3  Implication of the Results 

The motives behind Entrepreneurs in Tanzania in respect of whether they are 

Necessity Based and Opportunity Driven are the key issues addressed in this study. 

The study found out that many of entrepreneurs are necessity based than opportunists 

while among those married ones overtakes the non coupled ones. There noticed again 

that over two thirds of all surveyed entrepreneurs had attained a maximum of 

ordinary level of secondary education which is direct proportional to the number of 

those who attended business education. By results of the study the author established 

a tremendous increment in the frequency of entrepreneurs who started business in the 
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recently past decade where as two thirds of all started business during this decade as 

compared to one third of the three previous decades. 

 

The results of the above trends convince the existence of direct correlation between 

the necessity based entrepreneurs and their inability to perform as noted in section 

4.3.2.5 of this study ..“… in average the respondents did not have confidence to rank 

their businesses very good or excellent in comparison with others in terms of 

customer size, firm growth, market share, profitability and increase in sales”.  The 

implication of this verdict is that there will be a continued existence and rapid 

growing gang of less publicly declared beneficial entrepreneurs who are just there for 

their survival if an immediate action will not be taken by appropriate authorities.  

  

5.4 Conclusion 

The study aimed at establishing whether entrepreneurs in Tanzania are  necessity  

based or opportunity driven determining and determine the reasons as to why do 

people choose entrepreneurship as a career. Findings confirmed that lack of 

opportunities, desire for high income and exploitation of opportunities were ranked 

as a considerably important reasons among others. However these reasons are 

interrelated with other factors such as education level, marital status and  business 

experience of the entrepreneurs. 

 

In a course to determine the relationship between the motives and the resulting 

performance of the firm it is hereby concluded that by considering an increase in 

sales turnover as indicators for  firm growth the two motivational factors i.e 
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exploitation of opportunities and desire for high are confirmed  to have a strong 

relationship with a such indicator. Moreover it can be concluded that number of 

subsidiaries opened as a measure of firm performance has no any relationship with 

exploitation of existing opportunities. 

 

The final objective was to determine the Challenges Faced by Entrepreneurs Based 

on their Motives. A number of challenges found need be addressed publically and the 

government is seriously required to act upon so as to redress the situation. Reacting 

to these challenges the government will play its entrepreneurship promotion role 

more effectively because these challenges considered as stumbling blocks of such 

promotion. 

 

It is indispensable to understand the root cause of every issue before embarking in 

taking actions to handle it. The promotion of entrepreneurship as a career among 

business owners in Tanzania need a comprehensive understand of what are the 

motives behind  them. However, it may be concluded that entrepreneurship 

orientation among business owners in this country found to be more necessity based 

than opportunity driven. 

 

5.5  Recommendations 

 In order to promote entrepreneurship in Tanzania, and for the sake of mitigating the 

impact of challenges faced by entrepreneurs in regards to their motives coupled to an 

efficient coordinating mechanism to ensure smooth running of their businesses, the 

author obliged to give the following   recommendations. 
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5.5.1 Formulation of an Independent Entrepreneurship Policy  

The author finds that it is high time now to formulate the entrepreneurship policy in 

Tanzania. Entrepreneurship as a whole in Tanzania is being dealt in by Small and 

Medium Enterprise Development Policy of  2002. The  SMEs Policy does not stress 

much on entrepreneurship orientation as such this may jeopardize  the promotion of 

the entrepreneurs. It is hereby emphasized that the formulation of such 

entrepreneurship policy will enhance the promotion of entrepreneurs because it 

would go in the fundamentals of entrepreneurship orientation and tackle the concept 

in a wider perspective.  

 

5.5.2 Establishment of One Stop Centre for Local Entrepreneurs 

The government is hereby recommended to establish a one stop centre for local 

entrepreneurs. The main objective of this centre should be to deal directly with the 

introduction of businesses and  promotion of entrepreneurs. It would be perceived 

that Tanzania Investment Centre (TIC) and  Export Processing Zones (EPZ) were 

established to cater for this objective. However, it should be clearly known to the 

public that both of the two were established for their specific objectives concerning 

investors but not promotion of entrepreneurs. Tanzania Investment Centre aims at 

acting as a one-stop centre for investors and be the agency of Government to co-

ordinate, encourage, promote and facilitate investment in Tanzania where a local 

investor with investment, if locally owned, the minimum investment capital is not 

less than Tanzania shillings equivalent of US dollars one hundred thousand  shall not 

be considered for incentives. This objective exclude the entrepreneurs with lesser 

capital than required and especially those starting new businesses. In other words 
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Economic Processing Zones have weakness of not dealing with individuals. As per 

EPZ law an investor is defined as a company incorporated in the United Republic for 

such specified objectives. With these observations it is very important for the sake of 

really promotion of entrepreneurship to establish a one stop centre for local 

entrepreneurs which will derive mechanisms for such promotion. 

 

5.5.3 Introduction of Entrepreneurship Subject Primary and Secondary 

Education 

It has been observed that majority of people starting their own businesses are from 

Primary school level (43%) and secondary, particularly, Ordinary level (22) and that 

majority of entrepreneurs (76%) have never attended business education or 

entrepreneurship. The results of the observed trends convince an immediate 

introduction of entrepreneurship as a core subject in the   curriculum of various 

levels of education. The contents of the subject should include entrepreneurship 

orientation sensitization  programs  through workshops and debates. By so doing the 

many among challenges facing entrepreneurs will undoubtedly minimized and firms’ 

performance will automatically be risen because the number of opportunists will 

surpass those of necessity based entrepreneurs. It is hereby recommended to the 

relevant authorities to take necessary measures to put this recommendation into 

practice. 

 

5.5.4 The Government to Mitigate Challenges 

The Government of Tanzania is hereby advised to take necessary and sustainable 

mitigative measures for the challenges (whom it is within its power) raised by 
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entrepreneurs. The problems such as high interest rates, problems in tax payments, 

problem of lack of exposure  and others, just to mention few, are within government 

capability. It was previously identified that entrepreneurship sector is very 

importance for economic achievement of the country, so, in order to achieve this fact 

the government need to look carefully into factors that  affect entrepreneurs in terms 

of their motives.  

 

5.6  Limitations of the Study 

In the process of conduction this study, there were number of constraints which in 

one way or another did not allow a smooth carrying out of the work. The constraints 

include but not limited to the following;- Power cut off during concept development 

and literature reviewing, distribution of questionnaires to the business owners was 

very hard because most of the owners were not present  in the trading premises, 

Some business owners were reluctant in responding to questionnaires and poor 

understandability of the questionnaires’ objectives which caused unnecessary delays. 

All these constraints had caused the researching time to be lengthened than 

previously scheduled. 

 

5.7  Recommendation for further study 

It is recommended that a study should be made on the following areas, 

a) Study on the motives behind various ethnic groups in entrepreneurial 

orientation in Tanzania. 

b) Study on the necessity and opportunity entrepreneurship among undergraduate 

students in Tanzania. 
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c) Study on the challenges facing necessity and opportunity entrepreneurs based 

on their motives in Tanzania. 

d) Study on a need to establish of one stop centre for local entrepreneurs in 

Tanzania. 
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APPENDICES 

 

APPENDIX 1: Questionnaire 

 

Dear respondent, 

The purpose of this questionnaire is to collect your views and opinions on 

entrepreneurial orientation being necessity or opportunity. This is an academic 

research, hence information you provide shall be used for academic purposes only 

and not otherwise. Thank you for using your valuable time to fill this questionnaire. 

 

Part A. 

1. Sex:Male………………………  Female  ……………………………………. 

2. Marital status      married ……………….. Not married …………….……… 

3. Age in years ………………………………………………………………… 

4a.   Highest level of education attained (tick where appropriate) 

Never attended school  

Primary  

O’level secondary school  

A’level secondary school  

Post secondary school certificate or Diploma  

Advanced Diploma or Degree  

Post graduate qualification  

 

4b. Have you attained any professional /technical qualification? Yes ….. No …. 
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5 Have you attended  any  kind of business education or course in business  

management?  

Yes .……... No.……... 

6a  Have you ever been employed prior to going into business for yourself?    

Yes.……...  No.……... 

6b.  If so, was your employment related to your current business?                      

Yes.……... No.……... 

 

Part B 

There are many factors that motivate people to start their own businesses. Some of 

them are presented below. In your opinion, how important were each of the 

following factors at the time you started your current business? (tick where 

appropriate, 1= not important, 2= less important, 3= important, 4= some how 

important 5= very important) 

 

Start – up reasons 1 2 3 4 5 

Labour market and state of the economy      

Desire for high income      

Attractive appearance      

Realize own ideas      

Exploit existing opportunities      

Salary not sufficient      

Not employed any where      
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Part C 

Qn.1.How do you rate the attitude towards private business in general in part of the 

government and local administration (tick where appropriate) 

Very 

positive 

Negative Neutral Positive Very positive 

     

 

Qn2.How do you rate the attitude of people, and the society toward private business 

in general (circle the option chosen) 

Very 

positive 

Negative Neutral Positive Very 

positive 

     

 

Part E 

There are factors that may have influenced you to start – up own business, please 

indicate the extent to which each of the following factors may have contributed to the 

start of your business (Rank by starting with the most important factor) 

Business start- up influencing factor Rank 

Work experience  

Lack of alternative  

New business policies  

Family expectations  

Political stability  

 

Part F 

Qn.1. When did you start you business. Please show the year …………………… 
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Qn.2 Have you experienced an increase in  sales turnover over past five year? Please 

indicate the extent to which your sales turnover have increased. (tick where 

appropriate) 

Extent of sales increment  

Less than 10%  

From 10%  to 49%  

From 50% to 79%  

From 80% to 99%  

Above 100%  

 

Qn.3 Have you experienced an increase in number of employees working at your 

firm over past five year? Please indicate the number of employees at your firm.  

Years’ range Number of employees 

0-1  

1-2  

2-3  

3-4  

4-5  

 

Qn.4a. Have you opened any branch or subsidiary of your trading firm?         

Yes.……... No.……... 

 

Qn.4b. If yes, how many branches? Please indicate the number 

……………………… 

 

Qn. 5  In comparison with other similar business what is the status of your business 

in respect of the following tabled areas. (tick where appropriate, 1= bad,  2= 

moderate, 3= good, 4= very good, 5= excellent) 
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 1 2 3 4 5 

Customer size      

Firm growth      

Market share      

Profitability      

Increase in sales      

 

Qn.6. Basing on your motives, what are the major challenges do you face?. Please 

outline the major challenges  

………………………………………………………………………………………..... 

…………………………………………………………………………………….……

………………………………………………………………………………………… 
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APPENDIX 2: Year of Starting Business 

  Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 1976 1 1.0 1.0 1.0 

  1984 3 3.0 3.0 4.0 

  1985 3 3.0 3.0 7.0 

  1987 1 1.0 1.0 8.0 

  1988 1 1.0 1.0 9.0 

  1989 3 3.0 3.0 12.0 

  1990 4 4.0 4.0 16.0 

  1992 1 1.0 1.0 17.0 

  1993 1 1.0 1.0 18.0 

  1994 2 2.0 2.0 20.0 

  1995 1 1.0 1.0 21.0 

  1996 3 3.0 3.0 24.0 

  1997 3 3.0 3.0 27.0 

  1998 7 7.0 7.0 34.0 

  1999 2 2.0 2.0 36.0 

  2000 5 5.0 5.0 41.0 

  2001 7 7.0 7.0 48.0 

  2002 20 20.0 20.0 68.0 

  2003 4 4.0 4.0 72.0 

  2004 4 4.0 4.0 76.0 

  2006 6 6.0 6.0 82.0 

  2007 2 2.0 2.0 84.0 

  2008 4 4.0 4.0 88.0 

  2009 7 7.0 7.0 95.0 

  2010 5 5.0 5.0 100.0 

  Total 100 100.0 100.0  

Source: Field data, (2012) 
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APPENDIX 3: Ages of Respondents 

  Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 25 3 3.0 3.0 3.0 

  26 2 2.0 2.0 5.0 

  27 4 4.0 4.0 9.0 

  28 8 8.0 8.0 17.0 

  29 4 4.0 4.0 21.0 

  30 5 5.0 5.0 26.0 

  31 3 3.0 3.0 29.0 

  32 6 6.0 6.0 35.0 

  33 4 4.0 4.0 39.0 

  34 8 8.0 8.0 47.0 

  35 5 5.0 5.0 52.0 

  36 1 1.0 1.0 53.0 

  37 4 4.0 4.0 57.0 

  38 7 7.0 7.0 64.0 

  39 1 1.0 1.0 65.0 

  40 2 2.0 2.0 67.0 

  41 2 2.0 2.0 69.0 

  42 1 1.0 1.0 70.0 

  43 3 3.0 3.0 73.0 

  45 2 2.0 2.0 75.0 

  46 1 1.0 1.0 76.0 

  47 1 1.0 1.0 77.0 

  48 2 2.0 2.0 79.0 

  49 5 5.0 5.0 84.0 

  50 2 2.0 2.0 86.0 

  52 2 2.0 2.0 88.0 

  53 1 1.0 1.0 89.0 

  54 3 3.0 3.0 92.0 

  55 2 2.0 2.0 94.0 

  56 1 1.0 1.0 95.0 

  62 3 3.0 3.0 98.0 

  65 1 1.0 1.0 99.0 

  67 1 1.0 1.0 100.0 

  Total 100 100.0 100.0  

      

Source: Field data, (2012) 
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APPENDEX 4: Challenges Facing Entrepreneurs Basing on their Motives 

Entrepreneur 

Type 

Challenges Respondents  

Frequency Total Percentage 

Necessity based 

entrepreneurs 

Education limitation 42 52 80.8 

Inability to make proper 

business analysis:  

29 52 55.8 

Poor government support 48 52 92.3 

High taxes 44 52 84.6 

Failure to produce collateral 

for loans  

17 52 32.7 

 

High living expenses 38 52 73.1 

    

Opportunity 

driven 

entrepreneurs 

Stiff competition among 

business owners.  

25 41 61.0 

High interest rates  30 41 73.2 

world economic crisis 16 41 39.0 

Lack of exposure and fear 

for FDI  

30 41 73.2 

Corruption 28 41 68.3 

    

Common 

challenges for all 

entrepreneurs 

capital limitation 52 100 52 

power cut – off 49 100 49 

high rental charges 72 100 72 

low purchasing power of 

buyers 

57 100 57 

discrepancies  in tax 

payment schemes 

54 100 54 

Source: Field data, (2012) 


