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ABSTRACT 

This study examined the impact of strategic management on the business 

performance of furniture SMEs in Ilala district, Tanzania. Adopting the survey 

method with the aid of the questionnaires, data were collected from a convenience 

sample of 90 owner/managers of furniture micro, small and medium enterprises in 

Buguruni and Kariakoo wards. The researcher applied simple descriptive statistical 

analysis where the results are presented in frequency and percentage distribution 

tables.  

The findings of this study divulge that when SMEs are able to implement 

successfully the formulated business strategies, they would be in a better position to  

increase their number of consumers which will thus increase their transaction 

volume, market share, profit and  as a result business growth. Nevertheless, the 

researcher found that business performance of furniture SMEs in Tanzania is 

constrained by managerial, governmental and environmental challenges. This study 

awakened the need of strategic entrepreneurship training to SMEs owners and their 

employees for business better performance. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background 

The Small and Medium Enterprises (SMEs) are considered the engine for economic 

growth. SMEs are essential tools for economic and social development in any 

community. About or over 90% of the economy globally is driven by SMEs (Rao 

and Joshi, 2011). The micro and small firms are the real driving force behind 

economic growth and creation of millions of jobs (Naude, 2013). Small 

entrepreneurs through enterprise venturing generates employment opportunities, 

create wealth by attracting money from large enterprises, introduce and disseminate 

new methods and technology, hence impact the overall economic growth. 

Like in other countries, the SMEs are the creators of most employment opportunities 

in Tanzania, particularly to those with low levels of education. There are about 3 

million SMEs contributing to about 23.4% of the total employment and 27% to the 

GDP in Tanzania. Most of Tanzanians make their living in small scale agriculture, 

and small and medium Enterprise’s activities (URT, 2012). 

Through the 1960’s, strategic management has become a key tool for better business 

performance in both big and small companies. An enterprise can achieve its goals in 

an effective and efficient way through proper implementation of an adequately 

formulated strategic plan. However, SMEs as other organizations particularly in 

developing countries lack effective strategic plans. Even when good strategic plans 

are available, most of SMEs in low developing countries face challenges in 

implementing their strategies (Dobson, 2002). 

Most literatures on Small and Medium-Sized Enterprises (SMEs) have paid very 

little attention to the processes of making strategy of these firms and concentrated 

more on their high failure rate and low performance which is often blamed on other 

challenges such as lack or poor resources such as skilled labour, land and funds. 

(Majama, 2016). Though lack or poor availability of such resources can lead to 
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failure of these enterprises from exploiting relative strengths or exploiting such 

resources to a smaller extent than expected, business management specialists have 

argued against this that even on the availability of these resources, Most of these 

SMEs still fail and this is proved to be due to lack of or poor strategic planning 

resulting from lack of managerial education, poor management, and lack of initiative 

(Eniola and Ektebang, 2014).  

In Tanzania different researchers (Mchopa, 2014; Mori, 2013; Nkoki 2010; and 

Olomi 2009) report that SMEs are failing to a very high rate and majority are 

underperforming despite the support offered by the government. Poor performance of 

SMEs in Tanzania is highly linked to lack or poor management due to lack of 

effective strategic planning (Nkoki E, 2010). 

 To ensure sustainable development of this sector, it is very important to understand 

why some SMEs fail to improve in terms of their business performance, unable to 

properly compete with the rivals and survive in the market as well as why they die 

easily. Therefore, these facts for SMEs poor performance call for further research on 

the impact of strategic management on business performance. 

1.2 Statement of the problem 

Poor business performance of the SMEs in Tanzania is associated with a lot of 

problems such as weak, fragmented and uncoordinated institutions and associations 

supporting them (Olomi, 2009), the  complicated legal and cumbersome regulatory 

framework; insufficient data for their development, limited access to financial 

services, inadequate quality standard control weak business support,  poor 

technology, limited access to raw materials,  poor infrastructure including working 

premises, serviced land warehouses roads, power, even locations where to find these 

services, the supply is costly and unreliable (Kazungu, Ndiege, Mchopa and Moshi, 

2014).  
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The government of Tanzania reports the economy to grow on the right track, but 

most of Small and Medium Enterprises (SMEs) are not stable. Strategic management 

takes an important role for an enterprise life in today business competitive times. 

However, it is more neglected by entrepreneurs in Tanzania (REPOA, 2007).  

Different researchers in the field of strategic management confess that this area is 

paid very little attention by the company or organization management (Mallya, 

2012). Managers to a great extent do not realize the significance, importance and 

how useful the strategic approach to business is or at times they fail to establish it. 

The management is often overloaded by operational tasks that arise from day to day 

business tasks (David, 2013). Moreover, they are always not in a position or 

competent enough to perform the necessary inner and outer management analyses.  

There is a significant lack of or poor strategic thinking and general awareness among 

business owners (Mallya, 2013). The business successes in this daily changing 

environment demands highly roper and competent management. Therefore, calls a 

need to exploring the contribution of strategic management on business performance 

of SMEs in Tanzania context.   

1.3 Objectives of the study  

The general objective of this study was to examine the contribution of strategic 

management on business performance of the small and medium entrepreneurs in Ilala 

district. 

1.3.1 Specific objectives 

i. To identify strategies employed by entrepreneurs in managing their SMEs.  

ii. To examine the interdependence between organization’s strategies and 

enterprise’s performance. 

iii. To determine the challenges that small and medium entrepreneurs encounter 

in managing their businesses. 



4 

 

1.4 Research questions 

This study was set forward to answering the following questions:  

i. What strategies do entrepreneurs employ in managing their SMEs?    

ii. To what extent do organization’s strategies relate to enterprise’s business 

performance? 

iii. What are the challenges encountered by entrepreneurs in managing their 

SMEs strategically? 

1.5 Scope of the study  

This study dealt with SMEs’ business performance being influenced by strategic 

management (see the conceptual framework in chapter two). Thus the researcher 

examined the impact of strategic management on business performance of the SMEs 

in Tanzania furniture industry. We surveyed only SMEs established in Ilala district 

where we collected primary data through questionnaires. The unit of analysis were 

the entrepreneurs (owners and managers) operating in furniture SMEs. 

1.6 Significance of the study 

SMEs have increased their activities in most urban areas of Tanzania in which 

majority of them are not performing well. Some of these SMEs have been main 

providers of employment particularly for the youth (Mori, 2013). The following are 

key contributions from this study:   

First, the findings in the study tells us that most of small entrepreneurs (SMEs) in 

Tanzania doesn’t not prepare business strategies that why they fail to manage 

strategically. This needs policy makers to orient entrepreneurs to the benefits of 

strategic management. The policy makers should educate SMEs on preparing 

strategic plan and how to manage strategically. 

Second, the results of this study provide empirical evidences on SMEs in Tanzania 

that they are not performing well due to lack of strategic management. Therefore, 

this study contributes to literature about role of strategic management on business 
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performance of the SMEs in Tanzania. In so doing, the study bridges the existing 

knowledge gap concerning the strategic management in Tanzania.    

Also, the study is valuable to different people as follows: First, to help the 

management of SMEs to evaluate their strengths and weaknesses in running their 

business. Second, it informs the government and other business stakeholders to focus 

on SMEs and take active part in supporting micro and small entrepreneurs 

technically.   

1.7 Structure of the dissertation 

This dissertation is divided into five chapters: The first chapter introduce the research 

problem (research problem setting) in which the researcher presents the background, 

statement of the problem, objectives and research questions; scope, and significance 

of the study. Chapter two is the literature review. It starts by presenting the meaning 

of different key concepts and this is followed by Resources Based Theory (RBV) 

which explains how the business enterprise can achieve competitive advantage (CA). 

At the end of the chapter the researcher introduces the conceptual framework with 

variables handled in this study. 

Chapter three presents research methodology. The chapter covers research design, 

study area, study population, sample size, sampling techniques, variables and their 

measurements, unit of analysis, types and sources of data, data collection 

instruments, data analysis methods, ethics requirements, and validity issues. Chapter 

four concerns the presentation and discussion of the findings from data analysis. The 

key focus in this chapter is an examination of the role of strategic management on 

business performance of the small and medium furniture entrepreneurs in Tanzania. 

Lastly, the researcher closes the study in chapter five by presenting conclusions and 

recommendations. The chapter starts with a summary of the findings followed by 

implications and recommendations, and contributions made by this study. The same 

chapter also presents limitations of this study and offers some suggestions for future 

studies in strategic business management.   



6 

 

CHAPTER TWO 

LITERATURE REVIEW 

2.0 Introduction  

This chapter presents a review of literature explaining theoretical and empirical 

considerations. The chapter is divided into three parts: the theoretical part, empirical 

parts and the conceptual framework. The theoretical portion presents the meaning of 

key concepts. The empirical portion gives a review of the previous related studies 

conducted by other researchers. Finally, the chapter ends by presenting the 

conceptual framework which guides this study. 

2.1 DEFINITION OF KEY TERMS 

In this section, operational definition of terms is provided. The key terms employed 

in this study includes the strategic planning, small and medium enterprises (SMEs), 

strategic management, and business performance. 

2.1.1 Strategic Planning 

Bazaz (2009) conceptualized strategic planning as imperative governance tools for 

enabling institutions to attain its goals as planned. Strategic planning therefore 

activates the energy of the organization towards future achievement of the strategies.  

Strategic planning specifically is directed towards accomplishment of organization 

mission, vision in response to the changing environment. It is thereby adopted in the 

organization purposely to strategize its inspiration, devotion of public resources in 

relation to the activities to be achieved and ensuring operations in the institution are 

carried out accordingly. Generally,  strategic planning described as among of the 

management  functions aimed at  making basic strategic decision and action plan  

that  informs the stakeholders on what the  organization is doing, the reasons for 

what is doing and the direction for the future.   

 

It is very important for all enterprises to understand the reason for their existence in 

the business world as well as to be able to set an attainable strategic plan in order to 

improve overall business performance. This is due to the reason that strategy is a 
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source of sustainable competitive advantage. Lately large enterprises have adopted 

various strategic management practices to guarantee their fit within the constraints of 

their environment (Osmani, 2013).  

 

As acknowledged in Makanga (2017), strategic planning is often considered 

important only to large organizations/corporations, but most studies have shown that 

for every organization, whether large or small, to be successful and attain a 

sustainable competitive advantage, it has to be strategic in planning their daily 

operations. However, the quality and strength of firms’ competitive advantage, as 

proposed by the resource-based theory, relates to how effective internal resources of 

firms are utilized, instead of their position in the external environment (Makanga and 

Paul, 2017). 

It is therefore observed that factors that have driven larger organizations into using 

strategic decisions cannot be the same factors that drive SMEs in using these 

decisions (Abosede, 2016); hence, SMEs are now forced to arrange their available 

resources and capabilities accordingly to gain competitive advantages in relation to 

their products, competitions and market. 

2.1.1.1 Characteristics of good strategic plan 

2.1.1.1.1 Involvement of key people in management 

In the literatures that the researcher manages to review, it seen that most of SMEs in 

low developing countries including Tanzania, ignore some crucial employees and 

stakeholders to involve in managing the firm from the first stage the business growth.  

For example, very potential people are not fully participated in the entire planning 

process stage. It is hypothesised that whether strategic planning is applied effectively 

by the management in the   organizations warrant the accomplishment of the 

organization goals. The involvement of workers of the enterprise guarantees the 

institution to make rational and sound decisions in conformity with stated objectives 

to be attained by the organization.  
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Therefore, strategic planning should be clearly aligned to the stakeholders’ interests 

of the enterprise.  The involvement of stakeholders especially the workers of the 

organization warrants the successfully attainment of the stated goals in the strategic 

plan.  

2.1.1.1.2 Proper implementation of strategic plan 

The execution of organization’s strategic plan   intends to put into practice and 

actions the plans and strategies for the accomplishment of organization goals and 

objectives. Implementing the strategic plan is as important as or even more important 

than the strategy itself. Unfortunately, majority of SMEs in low developing countries 

are featured by having poor strategic planning which are not effectively 

implemented. Most of planned strategies of the SMEs are left shelfs without proper 

implementation (Mori, 2013; Mchome, 2016). Thus, poor implementation of 

strategic plan ends up to performing poorly. 

2.1.1.1.3 Flexibility of strategic plan 

An effective strategy is that one allows flexibility in its implementation 

(management). It should allow the employees to have another alternative once the 

planned strategy seems to yield weak or poor results in achieving the goals of the 

enterprise. This helps the enterprise to be flexible so that its direction can be easily 

adapted to the changing circumstances. A flexible strategy needs an intensive 

scanning and analysis of both external and internal environments of the organization 

(Majama, 2016; and Adeyemi, 2017). In planning a strategy, an organization needs 

diverse group of thinkers to analyze business environments for proper applicable 

strategy. If the organization want to survive in this competitive business world, it is 

essential that the strategy should be flexible and adaptable. Also, according to 

Nkonoki (2010) who researched on the factors affects business growth of the SMEs 

in Nigeria. He found that, 68% of SMEs management was flexible to respond to 

technological and time changes (business environment changes) hence they likely to 

perform well. 
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2.1.1.1.4 Achievement of goals by SMEs 

 A good strategic plan should clearly show the goals and objectives of the 

organization. Each enterprise has its own goals depending on its operations. Strategic 

plan is considered as a significant instrument for accomplishment of the institution’s 

objectives (Kolter and Keller, 2007). Arguably, the attainment of enterprises’ goals is 

essentially guaranteed by effective adopted strategic management (Mori, 2013). 

Therefore proper execution of SME’s strategic plan is significantly for obtaining 

their objectives. The failure to implement the strategic plan obstructs the attainment 

of stated goals of institutions.  Achievement of goals is the good indicator of the 

performance growth of the business enterprise. 

2.1.2 Small and Medium Enterprises (SMES) 

SMEs Development Policy released by the Ministry of Industry and Trade of 

Tanzania (URT, 2003) described SMEs as small, medium or micro Enterprises 

formulated by groups of people for solving their socio-economic development. 

Therefore SMEs includes both formal and informal activities. SMEs can be 

organized in different sector namely mining, commerce, manufacturing and services. 

There is no universal agreed definition of SMEs through most scholars shares the 

same characteristics. Specifically, number of workers, capital invested, assets of an 

entity, turnover and production capability indicates the features of SMEs shared by 

numerous authors in their definitions. 

In Tanzania, the SME’s development policy of 2003 defines these ventures in terms 

of annual turnover and the number of employees. Small Enterprises are those with 

employee between 5 and 49 and a capital investment ranging between Tshs.5 million 

to Tshs.200 million, while Medium Enterprises have employee ranging between 50 

and 99, with a capital investment of 200 million to 800 million. From this definition 

majority of SME’s fall under the informal business sector, mainly performing 

activities such as manufacturing, trading, agriculture, mining, and services with little, 

no or poor access to organized markets, training, formal education and credit 

institutions (Kazungu et al, 2014). 
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The National Development Vision 2025 acknowledges that industrial sector growth 

will play a great role in the creation of wealth through the whole process of changing 

the nation into a modern and semi-industrialised economy from a weather dependent 

agrarian one before the year 2025. Motivated by prosperous industrial cases on 

development, the new Tanzania’s industrialisation strategy now focuses on the 

advertising of cluster-based development of industries with more attention on micro, 

small, and medium enterprises (United Republic of Tanzania, 2010). This may be 

due to the reason that among the components of the industrial sector in the country 

SMEs are significant  contributing to bulk employment to the citizens as they are 

relatively less capital-intensive than labour-intensive. 

 

Table 2.1: Categories of SMEs in Tanzania context 

S/N Category  No. of Employees Capital Invested in Tshs 

1. Micro Enterprises 1-4 Up to 5 million 

2. Small Enterprises 5-49 Above 5 mil to 200mil 

3. Medium Enterprises 50-99 Above 200mil to 800mil 

4. Large Enterprises 100+ Above 800mil 

Source: SMEs Development Policy, Ministry of Industry and trade (URT, 2003)  

2.1.2.1 Development of SMEs in Tanzania  

Despite the challenges facing SMEs in Tanzania, the government is working hard to 

make sure that SMEs are operating at profit and sustainable environment. This is due 

to the fact that SMEs employs a very significant number of youths and adults both in 

formal and non-formal sectors and contribute greatly to the Gross Domestic Product 

(GDP) of the nation. The Ministry of Industry, Trade and Marketing (MITM) which 

is responsible for welfare the SMEs in Tanzania has established a specific SME 

department which deals with the growth of SMEs. The department is owed to 

promotion and supporting SMEs in Tanzania (URT, 2003). The following are the 

responsibilities of the department responsible for SMEs (URT, 2009); 
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 Establishing various strategies and concepts for revamping and promoting he 

aggressiveness of the sector; 

 Assessing how effective the interventions which have already been developed 

by stakeholders, that includes monitoring and implementation of SME 

development policy; 

 Identifying the issues that need to be studied or researched, compiling the 

data and information, disseminating this to stakeholders through SME 

website, newsletters and stakeholders’ annual forum. 

 Building environmentally responsible entrepreneurship through facilitation of 

SME compliance on environmental issues. 

 Imposing and developing strategies that will enhance the formalisation of 

informal sectors. 

 Creating conducive environment that will support service providers in 

developing and delivering more demand-driven and high quality products to 

SMEs. 

 Compiling data on existing service providers and devising a mechanism for 

facilitating compliance of service providers to agreed standards. 

 Enhancing the review of available financial services to SMEs and promoting 

development of other financial products.   

 

2.1.3 Furniture Sector in Tanzania 

The furniture industry in Tanzania consists mostly of SMEs, maintaining poor or low 

levels of production aiming at serving only the local markets (Nchimbi, 2002). Most 

of these SMEs have little working capital and few permanent employees beyond 

working tools and small premises (Kristiansen et al. 2005). For example, it is 

estimated that only 3.0% of all the permanent employees are employed in the SME 

sector. In addition, most of the small and medium enterprises’ location is in urban 

areas with very few that can be located in rural areas. Most of the furniture firms are 

run by or managed by entrepreneurs who have very low levels of education, as well 

as who in most cases depend on simple and local handmade tools to make their 

furniture (Nsubili, 2013). 
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Additionally, micro and small-sized furniture manufacturing firms are cluster-based 

which have a greater influence on the furniture sector in Tanzania. Most of them are 

located in non-formal clusters. They operates in very little number of regular 

employees, who mostly utilise local or poorly services hand tools, operating along 

the city main roads. While few are formally registered, most SMEs in Tanzania are 

informally organised thus are unregulated by the tax authorities. 

The furniture sector in Tanzania has evolved from socialism in 1960s to 1980s where 

the main owner was the government. Today, most if not all furniture SMEs are 

privately owned. The furniture industry in Tanzania mostly characterised by poor 

technology, low level of education among the owners and their employees, low 

working capital and small premises, low levels of production aimed at serving local 

markets (Nchimbi 2002; Nsubili 2013). Most of furniture firms are located in urban 

areas and very few operating in rural areas. 

2.1.4 Strategic Management  

Branislav (2014) defines strategic management as an “art as well as a science with 

process of formulating, implementing and evaluating cross-functional decisions in an 

organization and that enable that particular organization to achieve its set 

objectives”. The process is continuous iterative involving very important feedback 

and interactions among five key facets: Setting of goals, analysis, Formation of 

strategy, Implementing of Strategy and Strategy monitoring (Adeyemi, 2017). 

According to Koech (2016) these activities should focus on ensuring the achieving 

the short and long term goals and objectives of the concerned organizations. It 

therefore is necessary for managers to initially understand the practices of strategic 

management that suit best their firms and organizations and these practices thus 

affect their operations in a given industry; given that every organization, at any phase 

of its life-cycle, can be affected by internal factors and some external environmental 

conditions  (Mallya, 2014). 
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Strategic management is a path that is highly demanded to straighten up operations 

and make sure firms have vision and direction (Ahmed & Mukhongo, 2017). This is 

due to the reason that it will provide the overall  enterprise direction in setting its 

objectives, in the development of long-term plans designed to achieve these 

objectives  and policies and finally in the allocation of resources to implement these 

plans (Abosede et al., 2016). 

2.1.4.1 Stages of Strategic Management 

2.1.4.1.1 Environmental Analysis 

This step involves analysing of the external and internal environment that a specific 

organization operates and is always the first step in strategy formulation. The internal 

analysis is used for identifying the distinctive competences while the external 

analysis plays plays a great role in assisting managers in identifying organizations’ 

opportunities and threats. (Kotler, 2007). On further explanations, Kotler states that 

environmental analysis includes the: industry environment (the bargaining power of 

buyers and suppliers, competitive behaviour of rival organizations, the ability of 

buyers to substitute products and  threats from new entrants to the industry. the 

Porter's 5 forces); remote external environment (political, economic, social, 

technological, legal and environmental landscape, PESTLE); and internal 

environment (strengths and weaknesses of the organization's resources; its people, 

processes and IT systems). 

2.1.4.1.2 Strategy Formulation 

This includes developing an organization’s vision and mission, identifying its 

external opportunities and threats, determining the internal strengths and weaknesses, 

establishing long-term objectives, generating alternative strategies as well as setting 

policy guidelines and rules (Branislav, 2014). A strong mission statement in hand 

with situational analysis tools facilitates the formulation of a competitive strategy. 

2.1.4.1.3 Strategy Implementation 

Wheelen and Hunger (2011) revealed that strategy implementation entails the totality 

of all choices and resources needed for the attainment of the institution’s objectives. 
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Koech and Were (2016) further added that strategy execution comprises of functions 

and business of the corporate. Makanga (2017) puts it clear that, strategic plan are in 

place for materialization of the anticipated goals in relation to the available resources 

in the organization. 

2.1.4.1.4 Strategy Evaluation and Control 

Managers urgently need to spot and understand when specific strategies are not 

functioning as required; strategy evaluation is the necessary means for getting this 

information. Ahmed and Mukhongo (2017) revealed that implementation stage of 

strategic plan is a critical phase for the attainment of the organizational goals. 

Therefore, poor strategic plan execution results to poor attainment of the 

organization gaols as well. Thus, a well-formulated and effectively executed strategy 

warrants the organization to survive in the competitive environment. 

2.1.5 Business Performance  

Performance entails the final outcomes of activities carried out in any organization or 

enterprise with the overall efficiency or productivity of such activities. According to 

Mutemi (2014), two ways to deal with performance have been recognized in the 

literatures, and these are: the non-financial performance which is based on employee 

development, job satisfaction and customer satisfaction and financial performance 

which is assessed in terms of market share, sales revenue and profitability 

productivity (Eniola and Ektebang, 2014). Therefore, the ability to improve 

organization’s performance is base or depends on the practice of strategic 

management. Wheelen and Hunger (2010), measuring performance is very important 

since it is an essential means for determining whether or not an organization is 

achieving its goals and objectives. 

2.2 THEORETICAL REVIEW 

In this section the researcher presents Resources Based View (RBV) which explains 

how strategic management leads to competitive advantage through strategic 

resources of the firm.  
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2.2.1 RESOURCES BASED THEORY (RBV).  

The Resources Based theory came into existence in 1980s and 1990s, after the major 

works published by Wernerfelt, B. Prahalad and Hame, Barney, J and others. The 

advocate of this theory suggests that an institutions need to have internal resources 

for its sustainability and attainment of its competitive advantage.  The theory adds 

that institutions with adequate resources have imperative advantage of for competing 

with other entities in the changing environment. Resource-based theory declares that 

an organization with abundant resources possession have an opportunity to acquire a 

competitive advantages over its survival. Subsequently, competitive advantages 

enable the institutions to enjoy strong profits over a long period of time (Barney, 

1991; Wernerfelt, 1981). 

2.2.1.1 Characteristics of strategic resources 

A strategic resource according to the Resource based theory is an asset that is 

valuable, rare, difficult to imitate, and non-substitutable. Some resources, such as 

trucks and cash, cannot be considered as strategic resources because competitors can 

readily acquire them (Barney, 1991; Chi, 1994). The theory also explains that an 

enterprise with valuable, rare, difficult to imitate, and non-substitutable resources 

provide not only a competitive advantage but also a sustainable competitive 

advantage which endures an organization over a long time and helps it stay 

successful far into the future. The qualities of a strategic resource can be summarized 

as below: 

Valuable resources help in improving the organization’s efficiency and effectiveness 

while neutralizing the opportunities and threats of competitors. A resource is 

valuable to the extent that it aids a firm in creating strategies that capitalize on 

opportunities and ward off threats. It is thus advised to continually review the value 

of the resource since the business internal and external environment is constantly 

changing. 
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Difficult-to-imitate resources often involve legally protected intellectual property 

such as patent rights, trademark, or copyrights. Other difficult-to-imitate resources, 

such as brand names, usually need time to develop fully. Competitors usually have a 

hard time duplicating resources that are difficult to imitate and even if they try to 

imitate these resources will not reach to the quality of the real owner hence difficult 

to compete since customers already have noticed the unique features of the real 

owner of these resources. Other resources are hard to copy because they evolve over 

time reflecting unique aspects of the firm. Barney (2014) identified three reasons 

why resources can be difficult to imitate which are; historical conditions whereby 

resources were developed due to historical events, causal ambiguity whereby other 

organizations cannot identify what particular resource is the cause of competitive 

advantage and social complexity whereby the resources are based on interpersonal 

relationships or company’s culture. 

Rare resources are those resources that are held by few or no other competitors. 

These rare resources help an organization to have a sustainable competitive 

advantage hence survival in the industry unlike its competitors. In a state where more 

than one company has the same resources to implement similar strategies then at this 

case none of these organizations will achieve superior performance. 

Non-substitutable resources are those that other competitive firm cannot make a 

resource combination that in any way cannot act as a duplicate or replace the 

resources of the real owner. Therefore, a resource is considered non-substitutable 

when competitors cannot find alternative ways to gain the benefits that a particular 

resource provide 

 



17 

 

A summary of the strategic resource. 

 

 No 

 

  Yes 

 

 No  

 

 Yes 

 

 No 

 

 Yes 

 No 

 

 

 Yes  

 

Valuable 
Competitive 

Disadvantage 

Rare 

Difficult to 

imitate 

 

Competitive 

Parity 

Temporary 

competitive 

advantage 

Non-

substitutable 

Temporary 

competitive 

advantage 

 

Sustainable competitive 

advantage 



18 

 

2.2.1.2 Applicability and Contributions of the RBV to SMEs  

Small businesses compete basing on the company’s resources and capabilities. The 

Resource based value theory provided a framework to explain how small businesses 

can achieve competitive advantage (Shafeey & Trott, 2014). Small businesses 

achieve a competitive advantage when they create more value than their competitors, 

and the competitors cannot duplicate the strategy (Barney & Hesterly, 2012). Thus, if 

competitors find it difficult to imitate the resources, the small business generates 

competitive advantage (Barney & Hesterly, 2012). The framework has four 

conditions used to determine whether a resource can generate competitive advantage. 

These conditions are that the resource must be valuable, rare, inimitable, and easily 

exploitable by the organization (Coleman, Cotei, & Farhat, 2013).  

Small businesses can achieve competitive advantage by implementing the use of 

valuable resources. Resources are valuable if they help the small business implement 

strategies at lower costs while increasing the business revenue (Kozlenkova, Samaha, 

& Palmatier, 2013). Barney and Hesterly (2012) considered resources as valuable 

when they enable the small business to exploit external opportunities or minimize the 

external threats. Exploiting external opportunities is not sufficient to achieve 

competitive advantage because competitors may either possess or duplicate the 

resource (Barney & Hesterly, 2012). Resources that are controlled by a few 

competing companies and are imperfectly imitable when the resources are costly to 

obtain or developed (Kozlenkova et al., 2013). Resources of the SMEs are either 

tangible or intangible which consists of elements that include marketing resources, 

human resources, technological resources, and financial resources (Kozlenkova et al., 

2013). 

2.2.1.3 SMEs Marketing Strategies and the Resource-Based View 

The financial success of small businesses depend on the ability of the companies to 

market their products or services to make profits that sustain the growth of the firm 

(Kotler & Keller, 2012). Marketing plays a great role in small business survival in 

the face of the competitive economic environment. Marketing helps small businesses 

in building, maintaining, and enhancing the relationship with customers (Kotler & 
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Keller, 2012). Good marketing is a result of planning and execution requiring 

creative tools and techniques (Kotler & Keller, 2012).  

The RBV of marketing strategy helps the SMEs owners to determine the resources 

relating to brand, relationship, and sales to help them understand what drives 

competitive advantage (Kozlenkova et al., 2013). RBV establish that corporate 

branding depends on employees effective delivering the enterprise core value to the 

customers (Punjaisri & Wilson, 2010). Small businesses need to coordinate branding 

activities with employees to enhance employees’ identification with the brand, 

commitment and loyalty to the brand. SMEs need to establish a collaborative 

marketing strategy that recognize customers as an identifiable asset (Kotler, 2012).  

According to Parry and Rowley (2012) the success and failure of small businesses 

depends on the marketing strategies and the contributing factors. SMEs need 

customer orientation to survive and that customer orientations relate to contact, 

relationships, and delivering on the promises made to customers (Parry and Rowley 

(2012). Marketing in small businesses depends on the effective relationship between 

the small business and its customers. The basis for this relationship is in providing 

quality solutions, understanding customer requirements, and professionalism. Kotler 

and Keller (2012) argue that small businesses that create maximum value for their 

customers would survive and not only thrive in a competitive marketplace but also 

achieve sustainable competitive advantage.   

Most of the SMEs face challenges and lack marketing understanding needed to 

create value (Karanja, Muturi and Kayogo, 2013). These challenges stem from lack 

of specialized structures, competencies, resource scarcity and implementation. 

Gilmore (2012) argue that when SMEs owners pursuing marketing strategies, they 

consider marketing education more than strategy formulation and implementation. 

The Resources Based Theory establish that, along with marketing 

resources/strategies; information technology is one of the source of competitive 

advantage for small businesses (Gilmore, 2012). 
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2.2.1.4 Limitations and Criticisms of the RBV 

RBV holds that sustained competitive advantage can be achieved more easily by 

exploiting internal rather than external factors. The supporters of this view argue that 

business firms should look inside the company to find the sources of competitive 

advantage instead of looking at competitive environment for it. Kotler and Keller 

(2012) criticize the RBV by arguing that the best approach is to stress on both 

internal and external factor as well as considering the views of people in sustaining 

the competitive advantage. 

RBV is more applicable to firms with resources of high order; in case of average 

performing enterprise it is better to formulate strategies in consideration with the 

nature of such enterprise. Barney (1986) argues that the sustainable competitive 

advantage has to lie within the firm's resources. On the other hands, Brahma (2013) 

establishes that it is not easy to fully understand the nature of the firm’s resources 

including its administrative patterns. For example: 1. what were considered valuable, 

rare, inimitable and non-substitutable, may not always remain so. Have these 

resources been further developed, or have they been eroded over time? 2. Where do 

these resources stand in the current/ future business scenario? 3. How has the firm 

exploited opportunities using these resources? How the firm is capable to attract, 

acquire, use and develop such resources changed over time? These dynamic elements 

have not considered in the Resources Based-View. More so, innovation, regulatory 

change and good environmental awareness are not well reflected in the theory as 

another firm’s resources. 

According to Priem and Butler (2001), the RBV is a self-verifying approach. For 

example, RBV supporters argue that competitive advantage is the value creating 

strategy that is based on resources that are valuable, rare, inimitable and non-

substitutable. This reasoning is too general and therefore operationally invalid 

because different resource configurations can generate the same value for firms and 

thus would not be competitive advantage. 
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Moreover, the theory claims that firms can purchase value assets to have competitive 

advantage. But in the real business world, purchasable assets cannot be sources of 

sustained competitive advantage as documented in the RBV, just because they can be 

purchased by the competitors and use it in a value-increasing strategy (Conner, 

1991). Also, in his theory, RBV (Barney, 1991) argue that the competitive advantage 

is sustained if current and future rivals have ceased their imitative efforts. But he 

lacks exact definition on sustainability which makes its premise difficult to test 

empirically. Therefore, in this study the RBV has been taken as a framework which 

helped the researcher to develop her own conceptual framework/model (see figure 

1). 

 

2.3 SMEs’ Managing Strategies  

This section presents some information (reasons) for the firms to have strategic 

management. In the literatures reviewed, the researcher found that no business firm 

can afford to travel in a random manner. Rao (2011) argue that business firm has to 

travel with the support of some route map. Strategic management provides the route 

map for the firm. Rao adds, strategic management makes it possible for the firm to 

take decisions concerning the future with a greater awareness of their implications. It 

provides direction to the firm, and indicates how growth could be achieved. 

Furthermore, strategic management helps to formulate better strategies through the 

use of a more systematic, logical and rational approach. When the managers and 

employees are involved fully in the process, they become committed in supporting 

the firm (Rao, 2011). In consistency with Rao, other researchers (Kotler and Keller, 

2012) affirm that firms use strategic management due to several reasons: it helps the 

firm to be more proactive than reactive in shaping its own future; it provides the 

roadmap for the firm for resources utilization; it allows the firm to anticipate change 

and be prepared to manage it; it helps the firm to respond to environmental changes 

in a better way; it minimizes the chance of mistakes and unpleasant surprises, and it 

provides clear objectives and directions for employees. 
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Kotler and Keller (2012) argue that there is no single and specific strategy employed 

by firms in managing their businesses. Similarly, Kraja and Osmani (2013) confirm 

that SMEs in developing countries adopt different strategies in running their business 

depending on the environment they operate.  

Therefore, in line with the arguments of the fore cited researchers (Kraja and 

Osmani, 2013; Kotler and Keller, 2012; and Rao, 2011) and the specific research 

question presented in chapter one (section 1.4; which strategies the entrepreneurs 

employ in managing their SMEs?), the researcher in this study certainly wants to 

know different strategies employed in managing SMEs by Tanzanian entrepreneurs. 

The answers for this question will be presented in chapter four after analysis of data 

collected.    

2.4 Strategies and Performance Relationship  

Literatures indicate that there is a positive relationship between organization’s 

strategic management and business performance. For example, Donglin Wu (2009) 

in his study “Measuring Performance in Small and Medium Enterprises in the 

Information & Communication Technology Industries” argue that SME’s 

competitive advantage and business strategies contribute significantly to increase the 

number of customers and market shares respectively.  

Similarly, Makanga (2017) also found strategic management practices to have 

influenced the SMEs performances. Mutemi et al., (2014) observed that personnel 

investment in terms of knowledge and skills is a key factor influencing strategic 

planning for firm’s  performance.   Norman and Thomas (2003) that without strategic 

management, a business can’t have a sustainable basis for creating and maintaining a 

competitive edge in the marketplace. This view indicates a direct link between 

strategic management and enterprise success. On the other hand, Rao (2011) argue 

that many entrepreneurs are falling due to failure to manage their business ventures 

strategically. 
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Furthermore, Donglin Wu (2009) ascertain that enterprise’s strategy is the critical 

factor that influences business performance. For example, Donglin says in the ICT 

industries, the changes in technology are so rapid that tracking its development 

direction is very important. Thus, formulating a good strategy, based on the 

company’s unique competence and the external environment, is critical factor for the 

SME’s future business performance. 

The main intention of the researcher in this section is to know the relationship 

between the two variables; organisation’s strategies and business performance (refer 

to specific research question two in chapter one section 1.4: at what extent 

organization’s strategies relate to enterprise’s business performance?). In other 

words, the researcher wants to know the impact of strategies on SMEs business 

performance in Tanzanian context, the SMEs operating in furniture industry. More 

details (results) will be presented in chapter four.  

2.5 Challenges encountered by SMEs 

One of the specific objectives of this study is to identify challenges faced by business 

performance of furniture SMEs in Ilala district. What are the challenges encountered 

by furniture entrepreneurs in managing their SMEs strategically? From the literatures 

reviewed, findings show that most of SMEs in low developing countries encounters 

with a couple of challenges which influences poor business performance.  

For examples, Donglin Wu (2009) establish that most of SMEs lack right business 

and regulatory information due to poor communication technology and being 

operating in informal environment. Also, there is poor decision-making, financial 

constraints, unskilled labour and lack of accountability (Makanga, 2017). 

Nsubili (2013) argue that with respect to the formal educational background of the 

respondents, the majority (69.7%) of entrepreneurs in furniture industry had only 

completed primary school. Also, Kristiansen et al (2005) and Kimeme (2005) cited 

by Nsubili (2013) argue that most SMEs are owned by people with low levels of 

education. 
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Furthermore, according to Kazimoto (2014) suggests that marketing information and 

business networking to SMEs play a significant role in SMEs performance. For 

example, the use of mobile phones help SMEs to have access with information on 

goods and services to customers. Thus, lack of marketing information and business 

networking affects SMEs growth significantly. Kazimoto (2014) adds that there is 

poor awareness which may have originated from lacking relevant knowledge or 

failure to communicate effectively. 

Mchome (2016) argues on multiple taxes paid by the SMEs owners which lead to 

low profit generation. Thus, most of SMEs in Tanzania are complaining about high 

tax and many other contributions to various institutes and authorities. In his study, 

Mchome also, divulge that low prices for imported furniture products does not create 

fair business competition environment. There is a significant number of citizen opts 

for imported furniture simply because they are cheap than those manufactured in 

Tanzania.  

Furthermore, poor performance of SMEs is due to lack or poor business training 

since there is little or no involvement of SMEs in entrepreneurial training and 

technological capabilities in Tanzania (Mchome, 2016). Also, poor business 

supporting infrastructures such as transportation means, warehousing and offices 

premises affects SMEs performance (Kazimoto, 2014). 

From the above findings of different scholars, it can be summarized that challenges 

constraining performance of SMEs are; Multiple taxes, cheap imported furniture 

products, poor business network, poor employee accountability, lack of business 

training, poor business supporting infrastructure, poor technology in Tanzania 

furniture industry, inconsistency government directives, and lack of reliable 

marketing information. In this study therefore, the researcher needs to find whether 

the same challenges affect performance of furniture SMEs in Ilala district. 
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2.6 Economic importance of SMEs  

The SMEs in the economy occupy very important place as it is the driving force of 

business growth, innovation and competitiveness. SMEs sector plays a decisive role 

in job creation and it is generally a factor of economic development and social 

stability (Majama, 2016).  Several authors have been recognized the economic 

benefits of the SMEs (Adeyemi et al., 2017). SMEs are perceived as the source of 

employment of people in the country (Farouk & Saleh, 2011).  Therefore, SMEs is 

believed to principally create employment opportunity, wealth creation, remedying 

of wage disparities, income distribution as well as poverty reduction (Kraja, 2013; 

Magang, 2017; Tiemo, 2012). 

In Tanzania, SMEs’ it is accredited that SME’s create almost an average of 50% of 

formal and informal job opportunity (Mori, 2014). SMEs account for over 80% of 

Tanzanian business. They not only enhance employment creation, increase of Gross 

Domestic Product (GDP) and export earning but also provide the linkage between 

SME’s and socio-economic development in a country (Olomi, 2009). According to 

Kraja (2013), the SMEs’ contribution to the Nation’s economic development can be 

summarized as follows: 

One, they are a strong catalyst for technological development hence helps in 

reduction of the development gap (which is largely technological gap) between low 

developing countries and the advanced countries. Hence improvement of the less 

developing countries. 

Two, it is a major source of employment to all classes of income earners that is the 

low, medium and high income earners since their modes of operation is more labour 

intensive hence the low income earners get employed thus improvement of the 

nation’s per capita income, and the national income at large. 

Three, a major source of domestic capital formation through their mobilization of 

private savings and channelling of such in productive investment. Also through tax 

collection and government contributions provides income to the government hence 
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improved government revenue and thus increased Government gross domestic 

product that is GDP  

Four, SMEs aid the process of redistribution of incomes, that is income is transferred 

from one individual or organisation to other party, this can be by means of social 

mechanism such as taxation, welfare, charity, public service, monetary policies 

hence creating a close to balance of the economy and individuals in general. 

Five, it constitutes an important source of specialization for most large organizations 

operating in today’s economy. 

SMEs are considered as imperative institutions for the attainment of national socio-

economic growth. Moreover its is considered that SME’s   contribute to the 

prosperity of GDP  in different countries across the world (Mchopa, 2014).  

2.7 EMPIRICAL STUDIES  

Andersen (2013) provides evidence that strategic management process is highly 

associated with great performance in every industrial environment that is studied. 

This leads to an effect in performance of strategic management which does not vary 

significantly among the different industry groups. Therefore, strategic management is 

considered to be a very driver of performance in every industrial setting enhancing 

both organizational innovation and the economic performance. 

According to Song (2011) the empirical evidence suggests that effective strategic 

management and increased new projects product development will lead to better and 

improved firm performance. Although the strategic management process is a process 

for predicting environmental turbulence, thus the logical sequential process mostly 

prescribed in the literature is not enough to influence the firm performance. 

Flexibility in decision making is needed in changing operational issues, such issues 

could be products and services or even their production and to changing of financial 

issues, such as capital and gearing in order to have a positive effect on financial 

performance (Rudd et all, 2008). 
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Veskaisri (2007) argue that, several studies have generally shown that strategic 

management is important not only for large organizations but also for the small 

enterprises. In his study, it was thus found that firms that have a tendency of planning 

and managing their businesses strategically produce the best financial results in 

comparison to firms that do not plan since management sets the groundwork for 

improving the strategic capabilities needed for high and improved performance. 

Management does not really guarantee business success if at all it is not strategically 

and effectively handled. However, it is maintained that most of the contributing 

factors to business failures may be predicted and effectively addressed when the 

business is at its earliest stage of growth and it’s during this stage when strategic 

planning is employed, therefore lessen the rate of failure of small business to a 

greater extent.  

The process of strategic management usually includes basic and periodically 

repeating set of consecutive stages, through which the company creates, implements 

and control the achievements of the long-term business mission and objectives 

(David, 2013). In the SME sector, the role of management is always derived from the 

size of the organization and the role of the owner. The management of the 

organization has unquestionable responsibility duties for the formulation and 

implementation of the organization strategy as the assumption that sustainable 

competitiveness is created or affected by all management practices and activities in 

terms of resources features and processes (Zich, 2010). 

However, the size of an organization does not necessarily determine the importance 

of formulating and implementing strategic management. In large enterprises it is the 

responsibility of the entire department of analysts and competent managers to 

formulate and implement the strategic management, while in small businesses, this 

role is played by the owners or managers of such firm to formulate and implement 

this role. Strategic management based on long-term forecasts, helps the company to 

anticipate future challenges and opportunities (Volberda, 2010). Strategy should 

express the basic idea of which way the company goals will be achieved (Kotler and 

Keller, 2007). 
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According to Nowakova (2013) companies; both SMEs and big firms in terms of 

business strategy development can be divided into three main categories.  And these 

are Companies with well-planned and detailed properly written primary strategic 

document (business plan). These document deals with important areas of the 

enterprise such as human resources and marketing goals, market analysis, product 

development and innovation, logistics, technologies of production and services, 

quality, budgeting and environment, financing and payback, and risk evaluation and 

time schedule. 

Norman and Thomas (2003) argue that there are many enterprises with a written 

document but briefly addresses the mission and vision and the strategic issues just 

partially, such as production, finances, marketing are left with no enough 

elaborations. On the other hand, for the business firm with no written strategic 

document; there is to a great extent not clear if the strategy is kept in the mind of top 

management (for example, in case of alone self-employed entrepreneurs), some 

pieces are a subject of the company or organization culture or does not exist at all.  

For the firms that do not have written strategy unfortunately happen to still have the 

most populated group mostly in the developing or least developing countries. Rao 

(2011) stresses that it is exactly the strategic management that can provide a business 

firm on the advantage in the sustainable competition battle. 

Karami (2003) describe the importance for introducing the strategic management in 

all small and medium-sized enterprises (SMEs) basing on the following arguments. 

One, strategies will help an entrepreneur of a business to understand and put into 

consideration the current situation in which his or her company or enterprise is 

operating. Two, it gives a clear view and picture of the mission and vision of the 

company. Three, determining the strengths and weaknesses, contributes to setting the 

right goals of the company as well as emphasizing those that are strategically 

important for the company’s activities (business performance). Four, allows the 

company to be more proactive, to prepare an organization so that it can be in a 

position to deal with the forecasted and un-forecasted problems. Five, create a 

platform for management of communication in the organization. Six, evaluate all the 
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environmental issues and its related changes, allow the introduction of corporate 

social responsibility and ethics in the strategic process. Therefore, implementing a 

good business strategy provides improved business competitive advantage.  

Strategic management practices have thus been clearly observed as of great impact to 

the growth and sustainability of firms or organization in the modern and corporate 

governance systems globally (Muriuki et al., 2017). Similarly, in relation to the 

SMEs, various studies, especially in developed countries and first world economies, 

have proved that most SMEs have seriously engage on strategic management 

practices in order to improve their performances. For example, in Kenya, a case 

study of the Chai trading company limited that was performed by Burugo and Owour 

(2017) to establish the importance of strategic management practices on business 

profitability. The outcome from this study indicates that, the entire organizational 

performance was found to be positively affected by its strategic management 

implementation. Makanga (2017) also found strategic management practices to have 

a great influence on business performances of several SMEs in Kenya. 

2.8 RESEARCH GAP 

Despite on the rapid increase of SMEs activities in Tanzania, there is a great lack of 

documented literature and research in the field of strategic management (REPOA, 

2012). In the literature reviews, it was found out that a study conducted by Olomi 

(2009) in which the author seeks to explain the environment for failure among 

SMEs. However, to my knowledge, I was not able to find a study which examined 

the impact of strategic management on small and medium enterprises in Tanzania. 

This study, therefore, is expected to bridge this knowledge gap 

 

2.9 CONCEPTUAL FRAMEWORK 

The previous section presents a “Resources Based Theory” to support arguments for 

carrying out this study, in this section, the researcher presents a conceptual 

framework which guides this study. The researcher develops a guiding question: To 

what extent will the adoption of strategic management practices influence the market 
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shares, sales volume, competitive advantage and consequently the business 

performances of SMEs in Tanzania? 

 Figure 1: Conceptual Framework 

 

Source: Researcher’s conceptualization (2018) 

2.9.1 Strategic Management 

Strategic management provides the route map for the firm. It makes it possible for 

the firm to make correct decisions about the future of the firm with a greater 

confidence and awareness of these decisions implications. It also provides direction 

to the enterprise. It indicates how to achieve. Strategic management enables the firm 

to formulate better strategies through the use of a more systematic, logical and 

rational approach. It is believed that strategic management leads to increased 

business performance. Managing the business using strategic management make the 

strategies work to achieve the desired goal of the firm. With strategic management, 

SMEs may achieve their full performance and growth as it contributes to focus 

decision making based on the plans (Kotler and Keller, 2012). Therefore, in this 

study the researcher conceptualize that entrepreneurs can perform well if/when they 

SME 

Entrepreneurs 
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manage their enterprises strategically through the use of focused decision making, 

flexibility, competitive advantage, and stability and accountability strategies. 

2.9.2 Focused Decision Making 

Decision Focus is considered a process for decision making and problem solving 

that's based on principles of critical thinking and logic. It is therefore a set of tools 

that is used to resolve problems, implement plans, make business judgments, as well 

as break the complex issues into manageable issues. It therefore helps enterprises get 

the full and requires benefit from the thinking capabilities and knowledge of their 

people (Rao, 2011). Without focused decision making things might go wrong: for 

instance, it may lead to poor understanding of situations, wrong assumptions, 

defensiveness, finger pointing, erroneous conclusions, and spending time and money 

on the wrong actions.  

It is from these attributes that the researcher in this study assume good, speedy 

decision making and execution influence business performance. For example, if 

entrepreneurs are aiming high performance, they have to challenge themselves to 

make bold decisions and implement them promptly. If they focus on customers and 

competitors rather than internal politics, they are likely to make better decisions for 

the business. 

2.9.3 Flexibility 

Strategic flexibility is the ability of the firm to respond to major changes that could 

take place in the external environment by committing the resources that necessary to 

respond to these particular changes. More required, the firm should also be able to 

identify change markers so that it can be able to return to its previous state when the 

external environmental change is reversed (Kotler and Keller, 2012). The 

entrepreneurs who are engaged in proper strategic management process tend to be 

proactive and very flexible, this is because the environment in which the businesses 

operate change over time (Makanga, 2017). In this study, the researcher assumes that 

the ability to demonstrate strategic flexibility can improve the value of the enterprise 
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as the business is able to hastily adapt to change and therefore better management of 

risk. 

2.9.4 Competitive Advantage 

Entrepreneurs can also do things differently based on different strategies which are 

implemented and leads to competitive advantage for the organisation. With well-

crafted and proper implemented strategic plan, SMEs will manage to be stable in the 

markets in which their businesses are operating (Mallya, 2014).  

2.9.5 Accountability 

Apart from the fore stated variables, the researcher conceptualized accountability as 

an important strategy for SMEs’ business performance. For a firm to be accountable, 

it necessitates the involvement of employees in the strategic management process 

(Mori, 2013). According to Kotler (2012) accountability can be achieved through 

different strategies such as agreed corrective actions, responsible parties must be 

informed, turn strategy into specific objectives, and clarify priorities of the firm. 

Having clear directions enhance accountability and lead to successful 

implementation of any plans of action. 

2.9.6 Challenges 

Although strategic management seems to be beneficial in the performance of 

business there are challenges which must be addressed so as to attain the best out of 

it. In this study the researcher aims at knowing strategic challenges constraints 

business performance of small entrepreneurs operating in furniture industry.  

2.9.7 Business performance 

In this study business performance of the SMEs is assumed to depend on the 

variables stated in previous subsections (subsection 2.7.1 to 2.7.6) as indicated in the 

conceptual framework above. Therefore, the researcher intends to measure business 

performance in terms of its stability, respond to changing environment (flexibility), 

accountability of the owners (entrepreneurs) and employees, competitive in the 

market, and right decision making (focused decision making) as assumed in above 
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conceptual framework. In a simple language, the indicators for these measurements 

are the sales volume, profitability, growth, market share, productivity, product 

quality, customer satisfaction, employee development, and job satisfaction of SMEs. 

These indicators interpret business performance of a firm easily. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0 Introduction 

This chapter presents the research design and the methods that were used in this 

study. The researcher employed a survey design to examine the contribution of 

strategic management on business performance of SMEs operating in furniture sector 

in Ilala district. The chapter starts by introducing the research design, followed by 

study area, study population, sample size, sampling techniques, variables and their 

measurements, unit of analysis, types and sources of data, data collection 

instruments, data analysis methods, ethics requirements, and finally, it ends up with 

validity issues 

3.1 Research design  

The researcher in this study adopted a survey method which employed simple 

statistical descriptive analysis. This approach is adopted because the researcher 

aimed to collect data from a significant/large number of SMEs found in area of the 

study. Survey method is more appropriate in collecting a large amount of data from a 

sizeable population for generalization effectiveness (Saunders et al, 1997).   

3.2 Study area  

This study was carried out in Ilala municipal. Due to time and financial constraints, 

the researcher opted to deal with SMEs located in Buguruni and Kariakoo wards. 

The two wards purposively were chosen over others due to the following facts: First, 

Buguruni and Kariakoo are the most populated business areas in Ilala. (Mori, 2013).  

Second, the wards are accessible to key SMEs that the researcher expected them to 

provide convenient data. Third, the researcher is familiar to the area on the ground 

that she has been living in the area for more than seven years. Fourth, the area is 

easily accessible in terms of transport and communication. 
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3.3 Study population 

Yin (1994) defined study population as a specific population of inquiry that the 

researcher draws the sample size of the study. The population for this study were 

entrepreneurs in micro, small and medium enterprises (SMEs) found in Buguruni and 

Kariakoo areas of Ilala municipal operating in the furniture industry. From this 

population sampling procedure was undertaken to get the required sample size of the 

respondents for the study. 

3.4 Sample size 

Sample size is the exact number of items selected from the population to constitute a 

sample for the study (Adam and Kamuzora, 2008). On that ground, the proposed 

sample size for this study was 100 people (owners and employees) working in the 

SMEs.  

3.5 Sampling Techniques 

This study adopted purposeful quota sampling. This approach is commonly used in 

Tanzania, due to the lack of an accurate and up-to-date sampling frame (Nchimbi, 

2002). The researcher in this study was not able to have access to SMEs database. 

Thus, the researcher could not get a list of all registered furniture SMEs in Tanzania. 

Also, the researcher opted this technique because it is simpler and less expensive 

than the probability sampling approach. Where resources are limited as is the case of 

many student research, probabilistic methods may be unrealistic (Baker, 2003). 

Hence, the need for simpler and less expensive sampling procedures is largely met 

by judgmental approaches in which the sample is selected for a particular purpose. 

Purposive sampling is affected by cognitive biasness of an individual researcher 

when the population is not homogeneous. To avoid biasness trap, the researcher 

selected sample from a homogeneous population in a fair manner and high integrity.    

3.6 Variables and their Measurements  

3.6.1 Variables 

The researcher in this study identified business performance as a dependent variable 

whereas strategic management is an independent variable. The relationship between 
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these variables is that strategic management provides the direction to  enterprise in 

the setting of objectives, when developing long-term policies and plans designed to 

achieve these objectives and then in allocating resources to implement the plans 

which ends to business performance. In the conceptual framework, the researcher 

assumes that strategic management depends on decision making of SMEs manager, 

flexibility, competitive advantage, stability, and accountability (see figure 1 in the 

conceptual framework section). 

3.6.2 Measurements 

Different measurements were applied for each variable. For instance, business 

performance was measured in terms of sales volume, profitability, growth, market 

share, productivity, and customer satisfaction. On the other hand, strategic 

management depends on the strategic resources of the firm. This was measured by 

looking the competitive advantage, rational decisions made, flexibility, stability, and 

accountability. 

3.7 Units of Analysis  

A unit is the major entity that is being analysed in the study; it is what is being 

studied (Kombo and Tromp, 2006). Therefore, the units of analysis in this study were 

the Small and Medium Enterprises (SMEs) operating in furniture industry where the 

main purpose was to examine the Business Performance as the result of Strategic 

Management. 

3.8 Types and Sources of Data  

This study used primary data only supported by empirical evidences from the 

previous studies (literatures). The researcher gathered the data direct from the 

respondents who are the owners/managers and employees of the enterprises. Thus, 

sources of data were the entrepreneurs in SMEs.  

3.9 Data collection methods 

Data were collected through the use of questionnaires. The questionnaires were brief 

and structured, constructed in a simple language and translated from English to 
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Kiswahili in order to ensure all the respondents understand clearly.  The researcher 

provided enough time for the respondents to answer the questionnaires completely.  

3.10 Data Analysis methods 

The researcher performed descriptive statistical analysis. Here, there was 

categorization of data, coding and finally enter into the software: Statistical Package 

for the Social Sciences (SPSS), this therefore produce an overview of the data in the 

frequency table form. In the discussion of these findings, the high frequency with 

which a description or word appeared was therefore made to interpret the theme of 

the whole content so this therefore used to link the respondents ‘opinions. Hence 

from here, the researcher examined the relationship (cause-and-effect) between each 

dependent and independent variable.    

3.11 Validity 

Validity is used to detect whether the research methods that are used in the research, 

measures what the researcher was intending (Ghauri & Gronhaug, 2005). To make 

sure that this study is valid, the researcher collected data from relevant respondents 

only. The researcher examined clarity, effectiveness, adequacy, and relevance of 

research instruments (questionnaires).  

3.12 Reliability 

Reliability is about consistency of results. That means measuring instruments are 

reliable if provides consistent results. In a quantitative study which involves complex 

statistics, reliability is well measured by using Cronbach’s Alpha. The limits that are 

recommended are   for the Cronbach’s Alpha measure, it is reasoned that the 

Cronbach’s Alpha is very good when it is above 0.80, can be acceptable when it is 

above 0.70, thus moderate when it is above 60, and cannot be accepted when it is 

below 0.60 (Hair et al. 2006; Malhotra 2007). 

The researcher didn’t use Cronbach’s Alpha to measure reliability because there was 

no complex statistics involved and testing of hypothesis. The researcher used very 

simple descriptive statistics (frequencies and percentages). Therefore, reliability in 
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this study was measured by the quality of the study itself whereby trustworthiness 

and dependability of the respondents was a concern. 

3.13 Conclusion 

This chapter presented research methods employed by the researcher. We descripted 

the study population, area of the study and data collection methods. We adopted 

survey design where a large sample size was established. Then, we presented 

measurements of variables, unity of analysis and data analysis methods. In the next 

chapter (chapter four), we present and discuss the findings.  
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CHAPTER FOUR 

PRESENTATION AND DISCUSSION OF FINDINGS  

4.1 Introduction 

This chapter presents the results of data collected from the respondents who are 

owners and employees who are managers of the carpentry workshops. The researcher 

managed to collect data from 90 respondents that is small and medium entrepreneurs 

dealing with furniture who are found in Ilala district Dar es Salaam. In chapter three, 

the researcher proposed to collect data from 100 furniture SMEs (see section 3.4). 

But due to unavoidable circumstance, ten (10) enterprises were not able to return 

filled in questionnaires. Thus, analysis was performed on 90 questionnaires. The 

results are in descriptive statistics presented in frequency distribution tables. The 

researcher in this chapter begins by presenting the main characteristics of the 

respondents and enterprises, followed by discussion on SMEs’ managing strategies, 

strategies and SMEs performance relationship, and finally ends by examines the 

challenges that constrains SMEs performance in Tanzania furniture industry.  

4.2 Characteristics of the Respondents and Enterprises 

The respondents in this study were people (owners and employees) who are working 

in the furniture industry (small and medium enterprises). There were 74 owners and 

16 employees responded to the researchers’ questionnaires during collection of data 

(see table 4-5 for in-depth details). The respondents’ main characteristics discussed 

in this study include gender, age, marital status, education level, employment status, 

and experience in business, and the characteristics of enterprises in terms of number 

of employees. These variables are presented in subsections 4.2.1 through 4.2.7 (see 

the results in from table 4-1 to table 4-7). 

The employees involved in this study were those who manage the SMEs’ daily 

activities in absence of the owners. Thus, these employees have a lot of information 

about the enterprise they are working with. There were only sixteen (16) employees 

as indicated in table 4-5. Therefore, the researcher sought it worth to collect 
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information about furniture business from them in the absence of the owners-

entrepreneurs. These employees represented their employers (owners) that why the 

analysis of data collected from them and owners (entrepreneurs) was performed 

together (see table 4-5). In the literature that we managed to review, the researcher 

found Nsubili (2013) collected data from both owners (entrepreneurs) and 

employees. 

Gender is one of the demographic factor that we described in this study. The 

researcher wanted to know the number of SMEs owned by men and women. We 

didn’t intended to measure the influence of gender in managing SMEs. Therefore, 

there is no relationship tested in this study between gender and managing the SMEs. 

Thus, in this study, gender is neither a strategy for business performance nor a 

challenge facing the entrepreneurs. Findings in this study attest that majority of 

SMEs are owned by men against the few of women. This is what the researcher was 

interested to know (see the explanations in section 4.2.1, and the distribution of the 

results in table 4-1). 

Age and marital status as demographic factors were not aimed to test their impact on 

business performance of the SMEs. Here, the researcher was eager to know which 

age group is working in furniture activities. Findings displayed in table 4-2 divulge 

that people of 18 through 69 years were found to engage in the furniture industry. 

Also, the same applied to marital status was not intended to be considered as strategy 

or challenge that has effect on business performance. Therefore, in this study age and 

marital status doesn’t explain any relationship or effect to business performance 

because they are not considered as strategies or challenges presented in section 4.3, 

4.4 and 4.5. 

In the case of number of employees, the researcher aimed at exploring how many 

people have employed in each enterprise. The intention was to explain either such 

enterprise is the micro, small or medium. This is due to the fact that the researcher 

wanted to study only the SMEs not beyond. It was important to know the size of the 

enterprise in terms of the number of people employed. Therefore, this factor (number 
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of employees) in this study doesn’t explain any relationship to business performance 

presented in section 4.3 through 4.5. 

On the other hand, educational level in this study, apart from being a demographic 

characteristic of the SMEs, it has impact on the performance of the enterprises. The 

findings in this study show that lack of market information, price comparison, and 

failure to know customers’ satisfaction might be resulted from poor education among 

the SMEs’ players as indicated in table 4-4 where the majorities are standard seven 

holders. Therefore, we can conclude that there is relationship between education 

level and business performance (see findings in section 4.3 to 4.5).       

4.2.1 Respondent Distribution by Gender 

Among the 90 respondents who are 74 owners and 16 employee in furniture business 

located in Ilala district Dar es Salaam, 80 respondents equivalent to 88.9% were men 

and 10 respondents equivalent 11.1% women as table 4-1 indicates. This implies that 

the majority of respondents were males. This finding tells us that very few female are 

working in furniture industry compared to the male. The reason for this response is 

that female rarely engage themselves in masculine activities like furniture. Nsubili 

(2013) found also the same findings about males and females engagement in 

furniture activities. In her study, Nsubili elucidates that male participate more in the 

manufacturing sector than in sectors such as food-vending or garment-making where 

the number of females is more significant. 

Table 4.1: Respondent distribution by gender (n=90) 

Gender  Frequency Percent 

 

Male 80 88.9 

Female 10 11.1 

Total 90 100 

Source: Field (2018) 

4.2.2 Respondents distribution by age 

Among the 90 respondents from Ilala district who are owners and employees who are 

managers in the furniture workshops with regard to the entrepreneurs’ age; 46 

respondents which is 51.1% aged between 18-30 years; 26 respondents equivalent to 
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28.9% were between 31-43 years of age; 13 respondents equals to 14.4% were 

between 44-56 years; and 5 respondents which is 5.6% of the total respondents were 

57-69years of age (see Table 4-2). This reflects to the findings from other studies 

which shows that the majority of entrepreneurs in Tanzania generally lie between 18 

to 43 years of age (Mlingi, 2000 and Nsubili, 2013).   

Table 4.2: Respondent distribution by age (n=90) 

Age  Frequency Percent 

 

18-30 46 51.1 

31-43 26 28.9 

44-56 13 14.4 

57-69 5 5.6 

Total 90 100.0 

Source: Field (2018) 

4.2.3 Respondent distribution by marriage status 

From the 90 respondents from Ilala district who are 74 owners and 16 employees 

who are managers, the findings in table 4-3 reveal that there were 38 unmarried 

(single) respondents which is 42.2% of the respondents, 50 married respondents 

which is equivalent to 55.6% of the respondents, and 2 widows which is equivalent 

to 2.2% of the respondents. These findings reflect the same from the reviewed 

literature. For example, Nsubili (2013) in her study “Entrepreneurship and the 

growth of SMEs in the furniture industry in Tanzania” found that 86.7% of the 

entrepreneurs in furniture industry are married. This can be interpreted that married 

people engage in economic activities as the means for relieving their social and 

economic hardships. 

Table 4.3: Respondent distribution by marriage status (n=90) 

Marriage status Frequency Percent 

 

Single 38 42.2 

Married 50 55.6 

Widow 2 2.2 

Total 90 100.0 

Source: Field (2018) 
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4.2.4 Respondent distribution by education level 

Among the 90 respondents who are 74 owners and 16 employees who are managers 

from Ilala district, the results in table 4-4 display that there were 43 respondents 

equal to 47.8% entrepreneurs hold primary education (standard seven), 12 of the 

respondents equivalent to 13.3% ordinary level secondary education (form four), and 

only 1 respondent which is  1.1% advanced secondary education (form six), 17 

respondents equivalent to 18.9% hold college certificate, 7 respondents which is 

7.8% has diploma, and 10 respondents which is 11.1% are bachelor degree holders. 

These findings establish that the majority of furniture entrepreneurs in the area of this 

study are standard seven. Thus, possibly some of them went to furniture vocational 

training while others have different professional training. There were very few 

entrepreneurs with diploma or higher education (university) education. This is due to 

the fact that majorities with better education tend to seek good paid salary jobs than 

engaging in low income self-employing activities.   In line with previous studies, the 

findings in this study confirms with Olomi (2009), who argued that less well-

educated people in developing countries find it difficult to secure paid jobs, and are 

therefore forced to opt for self-employment as the only means for their survival. 

Table 4.4: Respondent distribution by education level (n=90) 

Education levels Frequency Percent 

 

Standard seven 43 47.8 

Form four 12 13.3 

Form six 1 1.1 

Certificate 17 18.9 
Diploma 7 7.8 

Bachelor degree 10 11.1 

Total 90 100.0 

Source: Field (2018) 

4.2.5 Respondent distribution by employment status 

From the 90 respondents in Ilala district from the furniture sector who are owners 

and employees, from the findings (see table 4-5) it was found that 74 respondents 

were owners which is 82.2% while only 16 of the respondents which is 17.8% were 

employees. Other studies have found similar results arguing that most of enterprises 
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in Tanzania are managed by the owners themselves in which most of them have low 

level of education (Nsubili, 2013; Kristiansen et al. 2005; and Kimeme, 2005) 

Table 4.5: Respondent distribution by employment status (n=90) 

Employment status Frequency Percent 

 

Owner 74 82.2 

Employee 16 17.8 

Total 90 100.0 

Source: Field (2018) 

4.2.6 Respondent distribution by experience in business 

From the 90 respondents where 74 were owners and 16 employees who responded to 

the questionnaires from Ilala district in the furniture industry. Experience has a 

significant contribution in performing any career. Entrepreneurship as a major 

employment tool in the world today, the researcher in this study decided to explore 

the experience of respondents (entrepreneurs) in running their businesses. The results 

presented in table 4-6 divulge that there were 7 entrepreneurs equivalent to 7.8% 

having less than one-year experience in business, 20 of them equal to 22.2% have 

been in business for 1-4 years, 24 respondents which is 26.7% have 5-8 years, and 24 

respondents which is 26.7% have 9-12 years’ experience, 9 respondents which is 

10% have 13-16 years’ experience, and 6 respondents 6.7% have been doing 

furniture business for more than 16 years. Conclusively, the findings imply that there 

were fewer entrepreneurs who have ten years in the furniture industry. Thus, most of 

SMEs are younger less than ten years.  

Table 4.6: Respondent distribution by experience in business (n=90) 

Experience in business  Frequency Percent 

 

Less than a year 7 7.8 
1-4 years 20 22.2 

5-8 years 24 26.7 

9-12 years 24 26.7 

13-16 year 9 10.0 

More than 16 years 6 6.7 

Total 90 100.0 

Source: Field (2018) 
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4.2.7 Enterprises’ characteristics (number of employees) 

Here the researcher wanted to know if or not the enterprises are micro, small and 

medium in the area of her study. The variable described here was the number of 

employees. From the 90 respondents who are 74 owners and 16 employees in the 

furniture industry from Ilala district, findings in table 4-7 elucidate that there were 84 

enterprises which is 93.3% of all the enterprises with 1-6 employees and 6 

enterprises which is 6.7% with 7-12 employees. There was no enterprise with over 

12 employees. This implies that all enterprise in area of this study were micro and 

small enterprises. The findings in this study produced the same results as of the 

previous researchers. For example, Nsubili (2013) found that 74.3% of the furniture 

firms studied were small enterprises due to the fact that most of entrepreneurs has 

challenge of financial capital as the result they cannot establish a medium or large 

enterprises. On the other hand, free market economy is young in Tanzania relatively 

introduced in 1990’s so that most of micro and small enterprises have not grown 

enough. 

Table 4.7: Enterprise’ characteristics (n=90) 

How many people have employed in your enterprise? Frequency Percent 

 

1-6 84 93.3 

7-12 6 6.7 

Total 90 100.0 

Source: Field (2018) 

4.3 SMEs’ Managing Strategies (Research question # one) 

The researcher in this section identified strategies employed by furniture 

entrepreneurs in managing their SMEs. In this section, the researcher is answering 

research question one: what are the strategies entrepreneurs employ in managing 

their SMEs? From the analysed data, it was found that, most of small entrepreneurs 

in furniture industry in area of this study adopt price, employees, customers’ 

satisfaction, sales representatives, and flexibility as strategies for managing their 

SMEs. Discussion on these variables is presented in sub-sections 4.3.1 to 4.3.5; and 

their findings are portrayed from table 4-8 through table 4-12. In respect to the 

respondents’ background; level of education and business experience are discussed 
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as contributing factors to the business performance of the SMEs. The discussion is 

presented in section 4.3.1 through 4.3.5 (see each section for more details) 

4.3.1 Price comparison 

Price differentiation is one of the marketing strategy that can be employed to win 

market and increase market share of an enterprise. From the 90 respondents where 74 

are owners and 16 are employees from Kariakoo and Buguruni in Ilala district in the 

furniture sector, there were only 29 respondents that is 33.2% who strongly agreed 

that the price is relatively the same and 14 respondents which is 15.6% disagreed that 

the price is not relatively the same for all SMEs (see table 4-8). The majorities, who 

are 47 respondents which is 52.2% of the total respondents have no information 

whether or not the price is the same. This is because most of them have low level of 

education which might have lead them to lack capacity for searching some sensitive 

market information like price comparison (they are standard seven leavers) as stated 

on their education status. 

These findings reflect the same results of the previous studies in Tanzania; for 

example, Mori (2013) found that each entrepreneur set his or her price in respect to 

the costs incurred during production. Thus, the cost of production is not the same 

therefore; the price also is not the same. Also, the findings significantly show that 

most of furniture entrepreneurs in the area of this study are market blind as they are 

not aware (sure) if the price is relatively the same. This might be the result of poor 

market communication and lack of business knowledge among the furniture industry 

players. This is likely possible in Tanzania and other poor countries where it is not 

easy to have access to full business and market information. These results are 

consistency to the reviewed literature where Kazimoto (2014) argue that lack of 

marketing information like price of the product affects most of SMEs greatly. 

Makanga (2017) attest that unskilled due to lack of proper education results to 

uninformed personnel who will not be able to compete effectively as he/she lack 

important market information like price. As indicated in table 4-4 majorities are 

standard seven which is low education level. Thus, one can conclude that low level 
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of education might one of the contributing factors for some SMEs players to have 

less or no knowledge to market price. 

Table 4.8: Price comparison (n=90) 

Do you agree that the price of furniture for all SMEs are 

relatively the same? 
Frequency Percent 

 

Strongly Disagree 29 32.2 

Disagree 14 15.6 

Not Sure 47 52.2 

Total 90 100.0 

Source: Field (2018) 

4.3.2 Enterprise employees 

Employees as one of the enterprises resources have a great contribution to business 

success. The nature (quality) of employee determines significantly the performance 

of an organization. According to the resources based theory presented in chapter two 

of this research, an employee is a valuable resource to the extent that she/he helps a 

firm to create strategies that capitalize on opportunities and ward off threats. Thus, 

employing qualifying and right employee is the weapon/strategy for better 

performance. From the 90 respondents who are owners and employees from Ilala 

district, Kariakoo and Buguruni in the furniture sector, the researcher asked 

respondents if or not their enterprises do employ a right person. The results in table 

4-9 indicates that 68 respondents which is 75.6% of the respondents agreed that their 

enterprises have employed a right person that qualifies to the activities of the firm. 

There were 18 respondents which is 20% of these respondents disagreed, and 4 

respondents equivalent to 4.4% were not sure whether or not they have hired right 

persons. The majority which is 75.6% agreed that they employ the right employees 

as in most cases most of the tasks that is provided is accomplished since it requires 

minimum educational skills as seen most employees have accomplished primary 

school level. 
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Table 4.9 Enterprise employees (n=90) 

Do you agree that your enterprise have employed right employees? Frequency Percent 

 

Agree 68 75.6 

Disagree  18 20.0 

Not sure 4 4.4 

Total 90 100.0 

Source: Field (2018) 

4.3.3 Customer services 

In the previous section (4.3.2), the researcher described employees’ quality as a 

strategy in managing SMEs. In this section, the researcher sought it is important to 

know if the SMEs satisfy their customers due to the fact that satisfying customers’ 

needs and wants is the result of good and qualified employees. From the 90 

respondents who are owners and employees from Buguruni and Kariakoo in Ilala 

district in the furniture sector, the results presented in table 4-10 reveals that 10 

respondents which is 11.1% of respondents strongly agreed, 26 respondents which is 

28.9% agreed, 6 respondents which is 6.7% disagreed, and 48 respondents which is 

53.3% were not sure if they satisfy customers or not. The researcher was not able to 

produce an empirical evidence for these results that is why the majorities are not 

sure.  

From data analysis, the findings tell us that 48 respondents who are the majority 

which is 53.3% are not sure whether or not they are satisfying their customers due to 

the fact that these respondents have poor education background (it is about 47.8% of 

respondents who are standard seven leavers) and they lack business experience 

22.2% have business experience of less than 1 year to 4 years only.  

These 48 respondents which is 53.3% consists both enterprises’ owners who are the 

majorities and employees who are few. Their background in terms of education is 

poor (low level of education). This might be the contributing factor for the furniture 

SMEs in Tanzania particularly at Kariakoo and Buguruni wards being not sure either 

satisfying customers’ needs or not. This result is the same as what Nsubili (2013) 

found; most of the furniture firms are run by or managed by entrepreneurs who have 
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very low levels of education which limits them to capture market information and 

opportunities. 

Table 4.10: Customer services (n=90) 

Do you agree that customers are satisfied with your product? Frequency Percent 

 

Strongly agree 10 11.1 

Agree 26 28.9 

Disagree 6 6.7 

Not sure 48 53.3 

Total 90 100.0 

Source: Field 2018 

4.3.4 Sales representatives 

In this sub-section the researcher asked respondents if the sales persons or 

representatives add value to business expansion. from these 90 respondents who are 

74 owners and 16 employees from Ilala in Kariakoo and Buguruni in the furniture 

sector, results in table 4-11 reveals that 69 respondents which is 76.7% of 

respondents (strongly agreed and agree) reacted that their sales representative add 

value to business growth. Technically, this is possible because survival of any 

business entity depends on the income generated from selling. Firm grow when it’s 

sales is larger than the operating costs (Mchome, 2016). Thus, good marketing 

strategies employed by sales team brings money and in return make an enterprise be 

stable financially. These 69 respondents which is 76.7% who agreed, most of them 

are the SMEs owners that is why they in a good position to know contributions of 

their employees (sales team) on the business growth.  

Table 4.11: Sales representatives (n=90) 

Do you agree that sales employee add value to the 

expansion of your business? 
Frequency Percent 

 

Strongly agree 9 10.0 

Agree 60 66.7 

Disagree 2 2.2 

Not sure 19 21.1 

Total 90 100.0 

Source: Field (2018)  
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4.3.5 Flexibility 

Business environment always change. For business firm to survive in market needs 

to be flexible in line with technology and time changes. Regarding to this fact, the 

researcher in this section sought it is important to explore if or not the management 

(entrepreneurs) of SMEs is flexible. The question was, “As an entrepreneur, do you 

carry out changes that impact productivity of your business?” The researcher 

collected data from 90 respondents which 74 of them were the owners while 16 of 

them were the employees from Ilala district in Kariakoo and Buguruni from the 

furniture sector. The results presented in table 4-12 explain that 30 respondents 

which is the equal to 33.3% of respondents strongly agreed, 35 equivalent to 38.9% 

agreed, 4 respondents equivalent to 4.4% strongly disagreed, 7 respondents which is 

equal to 7.8% disagreed while 14 equal to 15.6% of the total number of respondents 

said they are not sure. From these findings, it is observed that the majority who 

includes 30 strongly agree and 35 agree their total is equivalent to 72.2% of 

respondents of which majority are owners said management of the enterprises is 

flexible to changes.  

Flexibility in furniture industry likely can be seen in new fashions and style of the 

furniture made and new marketing innovated strategies. Findings in this section 

confirms with those of Nkonoki (2010) who researched on the factors affecting 

business growth of the SMEs in Nigeria. He found that, 68% of SMEs management 

was flexible to respond to technological and time changes (business environment 

changes). 

Table 4.12: Flexibility (n=90) 

Do you agree that you have made changes impacted 

productivity of business? 
Frequency Percent 

 

Strongly agree 30 33.3 

Agree 35 38.9 

Strongly disagree 4 4.4 

Disagree 7 7.8 

Not sure 14 15.6 

Total 90 100.0 

Source: Field (2018) 
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4.4 Impacts of strategies on enterprises’ performance (Research question # two) 

In this section, the main intention of the researcher was to examine the relationship 

between organization’s strategies and performance of an enterprise. Here the 

researcher is answering research objective two (research question two): “To what 

extent organization’s strategies relates to enterprise’s business performance?” 

Among the 90 respondents whereas 74 are owners and 16 are employees from Ilala 

district in Buguruni and Kariakoo, the researcher identified seven variables as 

indicators for enterprise’s business performance. These variables (indicators) 

include; business goodwill, competitive advantage (CA), market share, sales volume, 

sales growth, organization sustainability, and enterprise against industry 

performance. Discussion of these variables is presented in sections 4.4.1 through 

4.4.7 (table 4-13 to table 4-19). 

4.4.1 Business goodwill 

The impact of good customer services can be observed on satisfying customers’ 

needs which in return creates business goodwill of an organization. In this section the 

researcher explores the respondents’ views to see whether or not they have created 

business goodwill which enables them win against their competitors. From the 90 

respondents of which 74 are owners and 16 are employees from Ilala district in 

Buguruni and Kariakoo in the furniture sector the results presented in table 4-13 

reveals that 50 respondents which is 55.6% were not sure, 1 respondent which is 

1.1% strongly agreed, 28 respondents equivalent to 31.1% agreed, 4 respondents that 

is 4.4% strongly disagree, and 7 respondents which is 7.8% disagreed that customers’ 

goodwill help their enterprises to win against their competitors. The researcher was 

not able to produce practical reasons why there is a significant (55.6%) of 

respondents who are not sure. But one of the possible reasons might be lack of 

marketing information due to poor education and communication among 

entrepreneurs themselves and between them and their customers. These respondents 

(55.6%) who are not sure, they have poor business experience (30%) and low level 

of education where 47.8% of total respondents are standard seven leavers most of 

them being owners as they are 82.2% of the respondents. 
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These findings are in line with that of Mori (2013) which states that most of small 

entrepreneurs in Tanzania are not aware on the customers’ goodwill as a marketing 

strategy. Mori argue 65% of respondents in her study were not sure if they have 

created goodwill to their customers and enable them to win against their competitors. 

Also, it is possibly poor customers’ satisfaction might be a result of poor customer 

services which is very common in Tanzania (Shemeli, 2013). Poor or lack of 

goodwill and failure to satisfy customers results to poor performance or total failure 

of the firm. Basing on this finding, one can conclude that the managers of SMEs in 

the area of this study do not invest much in serving customers strategically. Thus, 

they are performing poorly in this area as revealed in section 4.3.3 where the 

majorities 55.6% said they are not sure if their customers are satisfied (see results in 

table 4-10). 

Table 4.13: Business goodwill (n=90) 

Do you agree that your goodwill help you to win 
against the competition? 

Frequency Percent 

 

Strongly agree 1 1.1 

Agree 28 31.1 

Strongly disagree 4 4.4 

Disagree 7 7.8 

Not sure 50 55.6 

Total 90 100.0 

Source: Field (2018) 

4.4.2 Competitive advantage (CA) 

On whether the furniture entrepreneurs are aware on their competitive advantage or 

not, among the 90 respondents where 74 are owners and 16 are employees from Ilala 

district in Kariakoo and Buguruni in table 4-14, 64 respondents which(71.1%) of the 

respondents are not sure, 15 respondents which is 16.7% agreed and 11 respondents 

which is 12.2% disagreed.  

The majorities (who are owners of furniture SMEs) are not sure whether the 

employees are aware about business competitive advantage of their enterprises. The 

background of these respondents in terms of education is poor, about 47.8% of 

respondents were standard seven that possibly could be the reason for them not to be 

aware on competitive advantage. Also, low business experiences, about 56.7% of the 
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total respondents have less than eight years of experience in furniture business. This 

short time in furniture business possibly limit them to know well their competitive 

advantage. This implies poor organization communication of the employees (poor 

business management performance). This finding confirms that in table 4-13 where 

the majorities (55.6%) were not sure if the customers’ good will help them to win 

against competitors. This means that employees do not know their competitive 

advantage and likely they are not aware on its contribution to enterprise business 

growth. Looking at it, the findings are in line with that of Mutemi (2014) which 

states that most of small entrepreneurs in low developing countries are not sure and 

aware whether or not their enterprises have competitive advantages. Thus, they are 

not aware/sure that competitive advantage is the result of different business 

attributes, business better performance indictor, and itself is the business strategy. 

Table 4.14: Competitive advantage (n=90) 

Do you agree that the employees aware on business competitive 
advantage? 

Frequency Percent 

 

Agree 15 16.7 

Disagree 11 12.2 

Not sure 64 71.1 

Total 90 100.0 

Source: Field (2018)  

4.4.3 Market share 

Among the 90 respondents from Ilala district in Kariakoo and Buguruni whereas 74 

are owners and 16 are employees the results in table 4-15 indicates that 5 

respondents which is 5.6% of respondents strongly agree, 23 respondents which is 

25.6% agree, 12 respondents which 13.3% strongly disagree, 31 respondents which 

is 34.4% disagree, while 19 respondents which is 21.1% were not sure on their 

enterprises market share increase. Different studies (for example, Tundui, 2012; 

Nsubili, 2013; Shemeli, 2013; Mchome, 2014) argue that an increase in market share 

indicates business growth and better performance of an enterprise. Increase in market 

share is the result of good marketing strategies. Majorities (47.7%) of who majority 

in the group are owners in this finding disagree that their market share increases 

overtime. They have poor education background where about 47.8% of respondents 
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have primary education which possibly leads to poor performance of their enterprises 

as they lack some crucial managerial skills. Mchome (2014) who found 55% of 

SMEs with good marketing strategies indicated business growth through increasing 

market share. The findings in this section reflects the same with those in section 4.3.3 

where 53.3% of respondents said they are not sure whether or not satisfying 

customers (see table 4-10), section 4.4.1 the majorities 55.6% reported that they are 

not sure if they are creating customer goodwill, and section 4.4.2 the majorities 

71.1% were not aware on competitive advantage (see table 4-14). Basing on this 

finding, the researcher was not able to provide evidences on how these entrepreneurs 

are expanding their market share while they are not sure on customer services, 

business goodwill and competitive advantage. 

Table 4.15: Market share (n=90) 

Do you agree that your market share increase overtime? Frequency Percent 

 

Strongly agree 5 5.6 

Agree 23 25.6 

Strongly disagree 12 13.3 

Disagree 31 34.4 

Not sure 19 21.1 

Total 90 100.0 

Source: Field (2018) 

4.4.4 Sales volume 

The main intention of the researcher in this section was to know sales volume of the 

SMEs. From the 90 respondents of which 74 are owners and 16 are employees from 

Ilala district in Buguruni and Ilala in the furniture sector, as presented in table 4-16, 

the findings show that 7 respondents which is 7.8% of the total respondents strongly 

agreed, 19 respondents which is 21.1% agreed, 31 respondents which is 34.4% 

strongly disagreed, and 15 respondents which is 16.7% disagreed while 18 

respondents which is 20% were not sure. The summation of strongly disagree and 

disagree makes a majority (51.1%) of the respondents disagreed that their sales 

volume is growing over a long period of time.  
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This finding explain that owners were 42% of the majorities who disagreed on sales 

volume growth. Furthermore, these majorities were standard seven with poor 

business background. It is likely resulted from low market share of the SMEs as was 

seen in the preceding section.  

Table 4.16: Sales volume (n=90) 

Do you agree that your sales volume is growing? Frequency Percent 

 

Strongly agree 7 7.8 

Agree 19 21.1 
Strongly disagree 31 34.4 

Disagree 15 16.7 

Not sure 18 20.0 

Total 90 100.0 

Source: Field (2018) 

4.4.5 Sales growth  

Sale volume is among of the business enterprise performance indicator. Therefore, 

the researcher in this section certainly wanted to know sale growth of the enterprises. 

The question was; “Have your sales growth been better than of your competitors?” 

From the 90 respondents who are 74 owners and 16 employees from Ilala district, in 

table 4-17, the findings portray that the majority 66 respondents which is 73.3% of 

respondents are not sure, 18 respondents which is 20% disagree, while 6 respondents 

which is 6.7% agreed that their sales growth have been better than of their 

competitors. These findings imply a significant lack of sales information among the 

furniture entrepreneurs. Thus, majority of enterprises are not willing to exposure 

their sales information. This is likely possible in business because most of 

entrepreneurs do hide their sales volume and other business secrets. 

 Table 4.17: Sales growth (n=90) 

Do you agree that your sales growth have been better than 

of your competitors? 
Frequency Percent 

 

Agree 6 6.7 

Disagree 18 20.0 

Not sure 66 73.3 

Total 90 100.0 

Source: Field (2018) 
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4.4.6 Organization sustainability 

From the 90 respondents of which there were 74 owners and 16 employees from Ilala 

district in Buguruni and Kariakoo in the furniture sector, the findings in table 4-18 

divulge that 17 respondents which is 18.9% strongly agreed, 43 respondents 

equivalent to 47.8% agreed, 3 respondents which is 3.3% strongly disagreed, 12 

respondents which is 13.3% disagreed while 15 respondents which is 16.7% were not 

sure whether or not their organizations/furniture enterprises create a positive 

sustainable legacy. The purpose in this section was to know whether or not the SMEs 

in the area of this study are stable. Stability and sustainability is one of good business 

performance indicator. In this finding majority [87% (Summation of strongly agree 

18.9% and agree 43.8%)] of respondents of which owners are the majority in the 

group do agree their enterprises create a positive sustainable legacy. These findings 

confronts with the previous results where it is observed that there is no increase in 

market share, sales volume and sales growth as stipulated in sections 4.4.3, 4.4.4 and 

4.4.5 respectively.  

Table 4.18: Organization sustainability (n=90) 

Do agree that your organization create a positive sustainable 

legacy? 
Frequency Percent 

 

Strongly agree 17 18.9 

Agree 43 47.8 

Strongly disagree 3 3.3 

Disagree 12 13.3 

Not sure 15 16.7 

Total 90 100.0 

Source: Field (2018) 

4.4.7 Enterprise against industry performance  

The main intention in this section was to explore performance of an individual 

enterprise against the industry performance. From the 90 respondents where 74 are 

owners and 16 are employees, from Ilala district in Buguruni and Ilala as presented 

in table 4-19, the findings divulge that 56 respondents which is 65.9% were not sure 

if their firms are performing better than the whole furniture industry. There was 1 

respondent which is 1.1% agreed, 15 respondents which is 16.7% disagreed, and 74 

respondents which is 82.2% were not sure. The majorities in this finding are not sure 
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on their enterprises performing better than the entire furniture industry in Tanzania. 

Looking on the enterprise performance, the findings portrays lack of clear 

information for comparison between enterprises and industry performance that why 

the majority who were owners were not sure as reported in the previous sections (see 

section 4.4.1, 4.4.2 and 4.4.5).  

Table 4.19: Enterprise against industry performance (n=90) 

Do you agree that your enterprise perform well than 

the industry performance? 
Frequency Percent 

 

Agree 1 1.1 

Disagree 15 16.7 

Not sure 74 82.2 

Total 90 100.0 

Source: Field (2018) 

4.5 Challenges (objective #3) 

In chapter two (section 1.3) the researcher set objectives that needs to be answered. 

In this section, the researcher responds to research objective three: to determine 

challenges that the entrepreneurs encounter in managing their business. What 

challenges do furniture entrepreneurs encounter in managing their SMEs? After data 

analysis, from the 90 respondents from Ilala district in Buguruni and Kariakoo in the 

furniture sector the following challenges were identified: paying couples (multiple) 

of taxes, price of imported furniture, poor business network, low employee 

accountability, lack of business training and incubation, poor business infrastructure, 

financial constraints, poor technology, government directives, and lack of market 

information. Findings discussion is presented in sub sections 4.5.1 to 4.5.10 (see 

table 4-20 through table 4-29).  

4.5.1 Taxes 

Multiple taxes is one of the significant challenge identified in this study. From the 90 

respondents whereas 74 are owners and 16 are employees, from Ilala district findings 

explain that 43 respondents which is 47.8% of respondents lament to pay different 

taxes significantly is challenging their business growth, 20 respondents which is 

22.2% disagreed, and 27 respondents which is 30% are not sure (see table 4-20). 

Among the majority in the 47.8% who lament to be paying multiple taxes are the 
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owners are they are more that 80% that is 82.2% of all the respondents. This is 

possible in Tanzania due to the fact that there are different government authorities 

(central and local) collect taxes from the businesspersons. For example, 

entrepreneurs have to pay tax to TRA, municipalities or cities councils and other 

local government authorities. This finding reflect the same with those reviewed in the 

literature, for example, Mchome (2016) in his study “factors affecting SMEs 

performance” found that many and high taxes paid by the SMEs is the big challenge 

for their growth. Mchome, argue more that multiple taxes lead to low profit 

generation and poor performance among the small and medium entrepreneurs. 

Table 4.20: Multiple taxes (n=90) 

Do you agree that multiple taxes is the challenge? Frequency Percent 

 

Agree 43 47.8 

Disagree 20 22.2 

Not sure 27 30.0 

   
   

Total 90 100.0 

Source: Field (2018) 

4.5.2 Prices of imported furniture 

Different researchers have reported a significant different in price between furniture 

made in Tanzania and of that imported. In this study where 90 respondents were 

involved from Ilala district in Buguruni and Kariakoo the researcher asked 

entrepreneurs if the price of imported furniture is the challenge on their business 

performance. The question was; “Is low price of the imported furniture a challenge to 

your business growth?” The results in table 4-21 reveal that 63 respondents which is 

(70%) of respondents agreed, 24 respondents which is 26.7% disagreed while 3 

respondents which is 3.3% were not sure. The majority from the 63 respondents who 

agreed are owner of the enterprises and few employees. This implies that some 

customers opt to purchase imported furniture simply because they are sold at low 

price compared to domestic made furniture. It is the challenge for Tanzania home 

furniture industry development. In his findings, Mutemi (2014) found the same 

results; some of products (furniture) imported from out of Africa particularly from 
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China are sold at very low price at the extent that home-made furniture cannot be 

sold at that price to cover the production costs and make profit. 

Table 4.21: Price of imported furniture (n=90) 

Do you agree that low price of the imported furniture 

is the challenge? 
Frequency Percent 

 

Agree 63 70.0 

Disagree 24 26.7 

Not sure 3 3.3 

   

Total 90 100.0 

Source: Field (2018) 

4.5.3 Business network  

Poor business network is another factor the researcher wanted to know if it is the 

challenge for furniture SMEs better performance in Tanzania. From the 90 

respondent where 74 were owners and 16 employees in Ilala district, the results 

presented in table 4-22 divulge that 75 respondents which is 83.3% of respondents 

said poor business network is the challenge that affects their business performance, 5 

respondents which is equal to 5.6% disagreed and 10 which is 11.1% were not sure. 

The majority of who agreed are owners of the enterprises. Poor business network in 

Tanzania is likely possible due to absence of strong organ that unify entrepreneurs. 

This finding confirms with the findings of Olomi (2009) who argue that despite poor 

management strategies employed by small entrepreneurs in Africa, but also lack of 

strong business networks has affected significantly development of entrepreneurship 

in the region. Olomi adds that poor business network in low developing countries is 

manifested by poor marketing information, lack of training and incubation, and poor 

business development services as observed in this study in the previous sections. 

Also, Kazimoto (2014) adds that there is poor awareness on the role of business 

network among the SMEs players which may have originated from lacking relevant 

knowledge or failure to communicate effectively. 
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Table 4.22: Business network (n=90) 

Do you agree that poor business network is the 

challenge to SMEs performance? 
Frequency Percent 

 

Agree 75 88.3 

Disagree 5 5.6 

Not sure 10 11.1 

Total 90 100.0 

Source: Field (2018) 

4.5.4 Employee accountability 

In this sub-section, the researcher sought to ask respondents about employee 

accountability. The question was; “Is low employee accountability a challenge to 

your business performance?” The respondents were required to respond on either 

agree, disagree or not sure options. From the 74 owners and 16 employees who the 

respondents from Ilala district,the findings establish that 57 respondents which is 

63.3% of respondents agreed of which majority are owners, 20 respondents which is 

22.2% disagree while 13 respondents 14.5% were not sure (see table 4-23). The 

majorities in this findings agree that there is low accountability among employees in 

furniture SMEs. This is possible in Tanzania because different findings show claims 

that there lack of accountability is serious problem for welfare of governmental and 

nongovernmental sectors. This result is in-line with Mchome (2014) findings which 

attest that there is a significant number of employees who lack creativity and 

innovative sprits in Tanzania due to laziness behaviour. 

Table 4.23: Employee accountability (n=90) 

Do you agree that low employee accountability is the challenge? Frequency Percent 

 

Agree 57 63.3 

Disagree 20 22.2 

Not sure 13 14.5 
   

   

Total 90 100.0 

 Source: Field (2018) 

4.5.5 Business training and incubation 

Business development services has a great impact on business enterprises growth. 

The researcher in this sub-section tried to explore respondents to see if lack of 

business training and incubation is one of the challenges constrains their enterprises 
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performance. From the 90 respondents whereas 74 are owners and 16 are employees 

from Ilala district, The findings in table 4-24 reveals that 51 respondents equivalent 

to 56.7% of respondents agreed, 26 respondents equivalent to 28.9% disagreed while 

13 respondents which is 14.4% were not sure. The majorities who are owners, in this 

study argue that lack of training and incubation is the challenge. These findings 

imply that most of furniture entrepreneurs has no business training. This may be due 

to lack business network as portrayed in the previous section (4.5.3) in which the 

majorities said poor business network is the challenge. This results reflects with the 

findings of Nsubili (2013) who found that over 60% of small entrepreneurs in 

furniture industry has no regular business training and incubation. 

Table 4.24: Business training and incubation (n=90)  

Do you agree that lack of training and incubation is the challenge? Frequency Percent 

 

Agree 51 56.7 

Disagree 26 28.9 

Not sure  13 14.4 

   

Total 90 100.0 

Source: Field (2018) 

4.5.6 Business infrastructures 

The researcher sought it is important to know whether or not poor business 

supporting infrastructure is the challenge. From the 90 respondents of which 74 are 

owners and 16 are employees from Ilala district as seen in table 4-25, the results 

portray that 57 respondents which is 63.3% of respondents of which majority are 

owners agree, 18 respondents which is 20% disagree, and 15 respondents which is 

16.7% are not sure. The findings significantly imply poor business supporting 

infrastructure is the challenge to the growth of SMEs. This is in line with the findings 

by Olomi (2009) who said that there is poor business infrastructure and development 

services that constrains entrepreneur’s growth in Tanzania. Also, the study by Mori 

(2013) indicates that most of small entrepreneurs are working in very poor and 

unfriendly environments. It was found that there is a significant number of 

entrepreneurs who has no permanent buildings for display their products. 
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Table 4.25: Business supporting infrastructure (n=90) 

Do you agree that poor business supporting infrastructure is 

the challenge? 
Frequency Percent 

 

Agree 57 63.3 

Disagree 18 20.0 

Not sure 15 16.7 

   

Total 90 100.0 

Source: Field (2018) 

4.5.7 Financial constraints 

Financial capital also was examined in this study to see if or not it constrains 

business performance of the SMEs in furniture industry. From the 90 respondents 

whereas there are 74 owners and 16 employees from Ilala district, results in table 4-

26 exposes that 71 respondents which is 78.9% of which majority are owners agreed, 

7 respondents which is 7.8% disagreed, and 12 respondents which is 13.3% said are 

not sure. This implies a significant number of entrepreneurs in area of this study 

needs money to finance their business but they don’t have. Thus, lack of enough 

financial capital constrains business growth. Lack of enough financial capital as 

reported by several researchers (for example, Olomi, 2009; Tundui, 2012; Nsubili, 

2013; Shemeli, 2013; Mori, 2013; Mchome, 2014) as main constraint for micro, 

small and medium entrepreneurs in Tanzania.  

  Table 4.26: Financial constraints (n=90) 

Do you agree that financial constraints is the challenge? Frequency Percent 

 

Agree 71 78.9 

Disagree 7 7.8 

Not sure  12 13.3 

   

Total 90 100.0 

Source: Field (2018) 

4.5.8 Technology 

All the time technology has been one of the great determinant of business growth 

over the global. Thus, the researcher in this study sought it is important to explore 

information from respondents. The entrepreneurs were asked; “Is poor technology in 

furniture industry a challenge?” From these 90 respondents whereas 74 are owners 

and 16 are employees in Ilala district. The respondents were required to respond 
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either agree, disagree or not sure. In table 4-27, the results indicate that 65 

respondents which is 72.2% of respondents of which majority are owners of 

enterprises in Ilala district agreed, 18 respondents which is 20% disagreed while 7 

respondents which is 7.8% said are not sure. From this finding, the researcher 

concludes that there is lack of modern technology in furniture manufacturing sector 

in Tanzania. This likely is possible because the modern technology is more 

expensive at the extent that few small entrepreneurs can afford to purchase. This 

results reflect the same with that of Mchome (2014) where he found 75% of the 

products in Tanzania are produced at poor technology that why they are not doing 

well in the market when compared with those imported.  

Table 4.27: Technology in furniture industry (n=90) 

Do you agree that poor technology in furniture industry is the 

challenge? 
Frequency Percent 

 

Agree 65 72.2 

Disagree 18 20.0 

Not sure 7 7.8 

   

Total 90 100.0 

Source: Field (2018) 

4.5.9 Market information 

Business is market and market (customers) is business. Thus, it is very important for 

an entrepreneur to have correct and current market information of his/her 

products/service. Due to this fact, the researcher in this study sought it is crucial to 

explore whether or not the entrepreneurs in furniture industry know if lack of market 

information is the challenge for their business performance. Among the 90 

respondents of which 74 are owners and 16 are employees from Ilala district, results 

in table 4-28 divulge that 70 respondents which is 77.8% of respondents of which 

majority are owners of enterprises in Ilala district agree, 5 respondents which is 

16.7% and 5 respondents which is 5.6% are not sure. This finding implies lack of 

market information among micro, small and medium entrepreneurs. It likely possible 

in Tanzania due to lack of strong business networks/society. Networks are crucial for 

business development because it is here different entrepreneurs come together and 
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share different information including market, credit accessibility, knowledges and 

many other experiences (Tundui, 2012; Mchome, 2014). 

Table 4.28: Marketing information (n=90) 

Do you agree that lack of marketing information is the 

challenge? 
Frequency Percent 

 

Agree 70 77.8 

Disagree 15 16.7 

Not sure 5 5.6 
Total 90 100.0 

Source: Field (2018) 

4.5.10 Government business directives 

It has been reported that some government directives do not provide friendly 

business environment. Inconsistency government business directives means 

government authorities (central and local) give different directives which confuse 

entrepreneurs. Examples of these directives include taxes and places to 

exercise/establish business Thus, they have been obstacles for better business 

performance. To be certainly, the researcher in this study ought to ask entrepreneurs, 

“Does inconsistency in government directives challenge your business 

performance?” From the 90 respondents with 74 owners and 16 employees from Ilala 

district in the furniture sector as seen from in table 4-29, the findings show that 48 

respondents which is 53.3% of which majority are owners in Ilala district agreed, 17 

respondents which is 18.9% disagree while 25 respondents which is 27.8% said are 

not sure. As the majorities 53.3% claims, this finding implies lack of harmony in 

government directives/laws/conditions constrains business performance of small 

entrepreneurs in Tanzania. 

 

Table 4-29: Government business directives (n=90) 

Do you agree that inconsistency of government 

business directives is the challenge? 
Frequency Percent 

 

Agree 48 53.3 

Disagree 17 18.9 

Not sure 25 27.8 

Total 90 100.0 

Source: Field (2018) 



65 

 

CHAPTER FIVE 

CONCLUSIONS AND RECOMMENDATIONS 

5.1 Introduction 

This chapter presents the key conclusions of this study. The conclusions are 

presented in four sections in line with the research objectives. The first section (5.2) 

presents summary of the findings basing on the impact of strategic management on 

business performance of the SMEs. The implications and recommendations made in 

this study are presented in section two (5.3). The third section (5.4) is about the 

contributions made by this study to the body of knowledge. The limitations and 

suggested areas for future studies are in section four (5.5). 

5.2 Summary of the findings 

Strategic management enables the firm to formulate better strategies. It is believed to 

lead to a better business performance. Managing the business strategically enables an 

enterprise to achieve the desired goal. Through strategic management SMEs can 

achieve their full performance and growth as it contributes to focus decision making 

based on the plans (Kotler and Keller, 2012). Therefore, the researcher in this study 

assumed entrepreneurs to perform well when they manage their enterprises 

strategically through the application of appropriate strategies. The main focus of this 

study was to examine the contribution of strategic management on business 

performance of the SMEs. Having wise and focused decisions on flexibility, 

competitive advantage, stability, accountability strategies, price, customer services, 

and employing right persons as discussed in the previous chapter. Thus, in this 

section the researcher provides a summary of the findings in line to the research 

objectives.  

5.2.1 Research objective one 

The first specific research objective of this study was to identify strategies employed 

by entrepreneurs in managing their SMEs. Here, the research question was; ‘What 

strategies do entrepreneurs employ in managing their SMEs?’ The researcher 
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identified price, right employees, customer services and flexibility as the key 

strategies.  

Referencing to the findings discussed in chapter four, the researcher found out that 

entrepreneurs were not able to know the difference in price of their products against 

their competitors. This implies blindness of entrepreneurs to see price as one of the 

powerful marketing strategy. This evidenced by the results in table 4-8 of section 

4.3.1 whereby 65.9% of total respondents affirmed that are not sure whether or not 

the price of furniture is relatively the same in the whole furniture industry. 

In line with focused decision making on employment, the researcher found out that 

enterprises employ right persons in running daily business activities. Employees 

have significant impacts on business performance of any organization. Thus, holding 

other factors/conditions constant, employing the right personnel is likely to yield 

better outcomes (better performance) than hiring wrong and unqualified personnel. 

The researcher found out that most of SMEs, 75.6% (see table 4-9) in area of this 

study employ right people. On the other hand, as indicated in table 4-11 where 

76.7% of respondents argued that sales representatives (employees) add value to 

business expansion of the SMEs. On customer services, the research findings in 

chapter four (see table 4-10 of section 4.3.3) divulge that 53.3% of respondents said 

that SMEs are not sure if they are satisfying their customers to the extent that they 

can create business goodwill. 

Regarding to flexibility, the information provided by respondents in chapter four (see 

section 4.3.4; table 4-12) establish that the majorities 72.2% argue that management 

of SMEs is flexible according to business environment changes. This can thus be 

interpreted that the SMEs have ability to demonstrate strategic flexibility which can 

add value as the business is able to quickly adapt to changes and therefore better 

management of risk thus maintaining competitive advantage. 
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5.2.2 Research objective two 

The second objective was to examine the interdependence between organization’s 

strategies and enterprise’s performance. The research question was: ‘To what extent 

do organization’s strategies relate to enterprise’s business performance?’ In this 

study business performance of the SMEs was measured in terms of their, competitive 

advantage, business goodwill, sustainability (stability) market share, sales volume 

(growth), and profitability. 

Well-crafted strategies and proper implemented strategic plan lead to competitive 

advantage which enable an enterprise to be stable (Mallya, 2014). In chapter four the 

findings reveal that majority that is  71.1% of respondents were not sure whether or 

not their SMEs has competitive advantage (CA). This implies poor or lack of 

effective and strong strategies which can identify an individual enterprise against 

others. 

Apart from competitive advantage being not well known to entrepreneurs, the 

research findings also elucidate that entrepreneurs are not sure whether or not their 

SMEs has goodwill to the customers (see table 4-13). This possibly is due to poor 

customers’ satisfaction which might be a result of poor customer services which is 

very common in Tanzania (Shemeli, 2013). Poor or lack of goodwill and failure to 

satisfy customers results to poor performance in the short run or total failure of the 

firm in long-run. Also, basing on these findings one can conclude that managers of 

SMEs in the area of this study do not have good customer services.   

Furthermore, the researcher investigated on sustainability/stability of the SMEs. The 

results discussed in chapter four reveals that the SMEs are stable (see table 4-12 

where 72.2% of respondents said their SMEs are stable). This yields a contravention 

interpretation with the results on competitive advantage where the majority were not 

sure. The researcher didn’t know how these SMEs are stable while they don’t have 

goodwill to the customers. 
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Moreover, study findings indicate that there is no increase on market share of the 

SMEs and growing of the sales volume (see table 4-15and table 4-16 respectively). 

Basing on this finding, one can conclude that the SMEs are not performing better and 

their businesses are not well growing in terms of market expansion and profit 

making. Empirically, the researcher provides evidence in table 4-15 and 4-16 where 

the enterprises are not expanding their market share and they are not sure on 

customer services, competitive advantage, and at the same time they do not have 

business goodwill on their customers. 

5.2.3 Research objective three 

The researcher presents a summary of findings basing to the third research objective 

which aimed at identification of challenges facing small furniture entrepreneurs in 

managing their SMEs strategically. The question under this objective was: ‘What are 

the challenges encountered entrepreneurs in managing their SMEs strategically?’ 

Despite the great role played by SMEs in the economy in poverty reduction; in this 

study the researcher found out several challenges constraining their business 

performance. It was found that taxes imposed by government authorities reduces 

SMEs’ growth speed. Findings divulge that 47.8% of respondents lamented paying 

more than one (multiple) taxes is the challenge for their SMEs business life. Also, 

the researcher observed that low price for imported furniture constrains business 

development of the Tanzanian local SMEs. 70% of respondents argued that imported 

furniture are killing Tanzania home-made furniture due the fact that most people 

prefer to purchase the cheapest product regardless on its durability leaving the 

durable furniture made in Tanzania at a higher cost making it more expensive than 

the imported product.  

Another challenge explored in this study is poor business network among small 

furniture entrepreneurs. Findings in chapter four elucidate that 83.3% of respondents 

admitted that they are not connected, thus lack of strong business networks 

challenging SMEs performance due to the fact that the role that was supposed to be 

fulfilled by business network is not found. For example, lack of business networks 

lead to lack of market information as evidenced in table 4-28 where 77.8% of 
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respondents claimed that lack of market information is the challenge for their 

business performance. Furthermore, poor employee accountability constrains 

performance of SMEs in Tanzania. Findings in chapter four divulge that 63.3% of 

respondents claimed that there is a significant number of employees that are not 

accountable and less responsible for their jobs. This might be due to laziness and lack 

of commitment and appropriate education. In this study, poor accountability and 

responsibility is manifested in poor customer services which leads to unsatisfied 

customers and poor business goodwill. Moreover, the researcher found that lack of 

business training and incubation is among the challenges constraining strategically 

business performance of the SMEs in the area of this study. 56.7% of entrepreneurs 

said that they have no training on business management. Not only that but also, poor 

technology is a big challenge for the furniture SMEs performance as portrayed in 

chapter four where 72.2% of respondents said lack of modern and appropriate 

technology has pulled them back. Thus, they produce products (furniture) of low 

quality compared to those who use modern and more advanced technology. 

Nevertheless, findings in chapter four indicate that 78.9% of entrepreneurs lack 

enough financial capital constrains their SMEs performance.  

5.3 Implications and Recommendations 

To improve performance of the SMEs, a number of changes are therefore called up 

on. This study has awakened some implications and recommendations which the 

researcher thoughts are worth to the government and SMEs themselves. 

5.3.1 To the government 

It has been put clear that the challenges that constrains furniture micro, small and 

medium enterprises in Tanzania includes; poor technology, low capital to expand the 

business, poor, lack or poor networks and market information, poor infrastructure, 

lack of business training and incubation (lack of entrepreneurial skills), and high tax. 

Therefore, the researcher in this study recommend that, there should be provision of 

entrepreneurial skills (business education/training) by government and other 

stakeholders (including the NGOs) from low level to high level of education, these 

training should not favour some organizations leaving out other organizations for 
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example basing more on the agriculture sector while the industrial sector in the 

furniture subsector is left out hence failing to perform as required. These trainings 

should therefore focus more on strategic planning since most small and medium 

enterprises ignore this thinking it is only meant for the large enterprises.  

Emphasize on cooperatives, cooperatives formed by union of several firms provide 

more than just business assistance among firms but also brings about challenges 

among these firms hence the urge to improve their performance bringing about 

sustainable competitive advantage against the rivals,  

Improvement of infrastructure this includes the means of transportation of the wood 

to be used from the farms to the firms as well as the working environment that these 

small business owners and employees work in. By looking into this the government 

will to a great extent improve the SME sector in Tanzania specifically the furniture 

sector. Financial assistance, this can be through low interest loans and grants to the 

furniture sector mostly the SMEs thus be in a position to increase their capital 

leading to better performance of the subsector through the implementation of 

strategic planning by using proper strategic resources. 

Technological innovations and good information network, through this the 

Tanzanian SMEs are able to understand and be aware of what is happening in the 

furniture industry internationally hence be in a position to improving their furniture 

sectors at local levels. Through this therefore the SMEs are able to manage their 

plans strategically hence improvement of their performance. 

As evidenced in the findings in chapter four, that multiple taxes is one of the main 

challenges for SMEs business prosperous, the researcher in this study, advise that 

there should be only one authority (TRA) to charge all contributions or taxes. All 

other charges should be included to this authority and the authority should revise on 

all the charges being charged and come up with effective way. Therefore, if the 

government agents and stakeholders will abide to these ways it will lead to creation 

of a vibrant SME sector thus improvement of the industrial sector at large scale. 
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5.3.2 To the SMEs 

For every enterprise to be successful whether a large, medium, small or micro it has 

to have strong and valid business strategies and plan which will serve as a direction 

for the business. Therefore, owners of furniture SMEs’ have to ensure that they have 

a clear mission and vision; and the reason why they are in business and what they 

wish to achieve in a particular period of time. SMEs’ owners need to have clear 

business strategies that will enable them to achieve their goals and objectives. 

However, the formulated strategies must be developed basing on the condition and 

situation the SMEs’ owners are experiencing.  

When formulating strategies owners/managers of SMEs should take all the necessary 

steps accordingly and very religiously. This is because the growth of any firm is 

secured with properly crafted, communicated and implemented strategies, especially 

ones that differ greatly from that of the competitors. And through this the enterprises 

should try as much to use the strategic resources no matter its size in order to attain 

sustainable competitive advantage. 

SMEs owners and managers have to stop viewing their businesses as too small to 

involve themselves in strategy formulation and implementation because the strength 

and quality of firms’ competitive advantage relates on the effectiveness the internal 

resources of the firms should be utilized, instead of their position in the external 

environment (Makanga, 2017). These SMEs should have unity among themselves in 

order to be able to face the government for assistance when they face any challenges 

which always exist in their day to day activities. Since unity is strength.  

Registration by the government for recognition of existence, most furniture sectors 

consider themselves too small to register in the required government tools hence 

when they face any challenges it is very easy to fall and die since they find it really 

hard to seek assistance from the government. Pay taxes and all contributions as 

required and avoid accumulation, since payment for accumulated taxes can lead to 

shutdown of the small enterprises of they are not financially stable. And as evidenced 

most SMEs in Tanzania are not financially stable. 
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Moreover, SMEs owners/managers and cadre employees have to be trained on how 

to apply  strategic management practices, in a situation where the owners have no 

enough skills. For SMEs to experience an improved number of customers they 

should maintain over their competitors a sustainable competitive advantage. For this 

to occur, they must find an area of their business that gives them a sustainable 

competitive advantage or leverage on their core competences and ensure that the 

customer needs are translated into planning of their products. 

5.4 Contributions made by this study 

This study gives us evidence that entrepreneurs in Tanzania need business training 

particularly on strategic management. Admitting the importance and reality of 

strategic management for the development of business performance of SMEs, it is 

sufficient to say that for any SME to succeed  in their line of business they have 

diligently apply strategic management and define a clear mission and vision to gain 

competitive edge as well as improve on their business performance over other 

businesses. Therefore, the study awakened us to see the necessity need of strategic 

management for business development. It also, made us to understand that some 

small entrepreneurs apply strategic management unknowingly and they need to be 

trained on how to craft appropriate business strategies for their SMEs better 

performance. Also, this study provides empirical evidence that SMEs’ business 

performance is constrained by several challenges that need to be addressed 

immediately and seriously.  

5.5 Limitations and Suggested areas for further studies 

This study attempted to examine the role strategic management on SMEs 

performance in furniture industry only. The nature of the study problem compelled 

the researcher to adopt a survey design. This research approach (survey design) 

needs a lot of time and money to be allocated. Due to the financial and time 

constraints, the researcher was not able to cover a large area to address the problem. 

Instead, she decided to opt to deal with only two specific wards of Kariakoo and 

Buguruni, of Ilala District. Thus, the findings in this study may not apply to other 

SMEs in Tanzania that operates in other areas. Therefore, the areas that were not at 
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the centre of this study’s approach are avenues for future research. These are among 

the areas suggested: First, the implication of the findings of this study to the SMEs 

operates in urban areas of Tanzania. Second, in this study, the findings revealed that 

lack of entrepreneurial education affects the effectiveness of the owners and 

employees in operating their SMEs profitably. Thus, other studies in future may 

focus on the impact of entrepreneurial spirit in managing SMEs strategically. Also, 

there is a need to investigate intensively quantitatively to what extent tax collection 

affects SMEs performance in Tanzania. 
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APPENDIXES  

Dear Respondent; my name is Lucyale Abraham, a student from Mzumbe University 

pursuing Masters in Business Administration; Corporate Management (MBA-CM). I 

am currently collecting data for my dissertation titled “Business Performance of 

SMEs in Tanzania through Strategic Management: A Case Study of Furniture 

SMEs in Ilala District”. I am kindly asking you to please provide me with some 

information on your business. Data obtained through this questionnaire will be used 

for academic purposes only and will be confidentially preserved. 

Part A: Background and SMEs’ Characteristics 

 Sex – Male [   ] Female [   ] 

 Age – 18-30 [   ] 31-43 [   ] 44-56 [   ] 57-69 [   ] 70+ [    ] 

 Marital status – Single [    ] Married [    ] Widow [    ] Divorced [    ] 

  Education level – Standard seven [   ] Form four [   ] Form six [   ] Certificate 

[     ] Diploma [    ] Bachelor degree [    ] Master’s degree [   ] PhD [     ] 

Unschooled [    ] 

 Experience in running business enterprise – Less than 1 year [    ] 1-4 years [   

] 5-8 years [    ] 9-12 years [   ] 13-16 [    ] Above 16 years [    ] 

 Employment status – Owner [    ] Employee [    ] 

 How many people have you employed? –1-6 [   ] 7-12 [   ] 13-18 [   ] 19-24 [   

] above 24 [   ] 

Part B: SMEs’ Managing Strategies (Research question # one) 

 Do you agree that the price of furniture for all SMEs are relatively the same? 

Strongly agree [  ] Agree [  ] strongly disagree [    ] Disagree [    ] Not sure [  ] 

 Do you agree that your enterprise have employed right employees? 

Strongly agree [  ] Agree [   ] strongly disagree [    ] Disagree [    ] Not sure [ ] 
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 Do you agree that the customers are satisfied with your product? Strongly 

agree [   ] Agree [    ] Strongly disagree [   ] Disagree [   ] Not sure [    ] 

 Do you agree that the sales representatives add value to the expansion of your 

business? Strongly agree [   ] Agree [    ] Strongly disagree [     ] Disagree [     

] Not sure [    ] 

 As an entrepreneur do you agree that you have carried out changes that 

impact productivity of your business? Strongly agree [   ] Agree [   ] Strongly 

disagree [   ] Disagree [   ] Not sure [    ] 

Part C: Strategies and Performance Relationship (Research question # two) 

 Do agree that your customers’ goodwill help you to win against the 

competition? Strongly agree [    ] Agree [    ] Strongly disagree [    ] Disagree 

[    ] Not sure [    ] 

 Do you agree that the employees aware on business competitive advantage? 

Strongly agree [  ] Agree [  ] Strongly disagree [    ] Disagree [    ] Not sure [     

] 

 Do you agree that your market share increases overtime? Strongly agree [    ] 

Agree [    ] Strongly disagree [   ] Disagree [   ] Not sure [    ] 

 Do you agree that your sales volume is growing? Strongly agree [    Agree [  ] 

Strongly agree [    ] Disagree [    ] Not sure [    ] 

 Do you agree that your sale growth have been better than of your 

competitors? Strongly agree [     ] Agree [     ] Strongly disagree [     ] 

Disagree [     ] Not sure [    ] 

 Do you agree that your organization create a positive sustainable legacy? 

Strongly agree [    ] Agree [    ] Strongly disagree [    ] Disagree [    ] Not sure 

[    ]  
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 Do you agree that your enterprise perform well than the industry 

performance? Strongly agree [    ] Agree [     ] Strongly disagree [    ] 

Disagree [    ] Not sure [     ] 
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Part D: Challenges encountered by SMEs (Research question # three) 

Do you agree the listed statements in the table are the challenges that you encounter 

in managing your enterprise? Please, put a tick in the box of the appropriate 

response. 

 

S/N 

 

Challenges 

Respond 

Agree Disagree Not sure 

1. Multiple taxes    

2. Low price of the imported furniture    

3. Poor business network    

4. Low employee accountability    

5. Lack of training and incubation    

6. Poor business supporting infrastructure     

7. Financial constraints    

8. Poor technology in furniture industry     

9. Inconsistency government business directives    

10. Lack of marketing information     
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Kiambatanisho 

Dodoso  

Mpendwa, jina langu naitwa Lucyale Abraham, mwanafunzi wa chuo Kikuu 

Mzumbe katika kozi ya uendeshaji na usimamizi wa biashara (Masters in Business 

Administration; Corporate Management - MBA-CM). Kwasasa nakusanya taarifa 

kwa ajili ya utafiti wangu “Business Performance of SMEs in Tanzania Through 

Strategic Management: A Case Study of Furniture SMEs in Ilala District”. 

Tafadhali, nakuomba muda wako unisaidie kujibu maswali yote yalioandikwa katika 

dodoso hili. Nakuhakikishia taarifa zote utakazotoa zitabaki kuwa siri kubwa na 

nitazitumia kwa maudhui ya kitaaluma tu.  

Sehemu A: Taarifa binafsi na za biashara yako  

 Jinsia – Me [   ] Ke [   ] 

 Umri – 18-30 [   ] 31-43 [   ] 44-56 [   ] 57-69 [   ] 70+ [    ] 

 Hali ya ndoa – Sijaoa/sijaolewa [  ] Nimeoa/Nimeolewa [  ] Mjane [  ] 

Mtalakiwa [   ] 

  Kiwango cha juu cha elimu – Darasa la saba [  ] Kidato cha nne [ ] Kidato 

cha sita [  ] Cheti [   ] Astashahada [   ] Shahada [  ] Uzamili [   ] Uzamivu [  ] 

Sikwenda shule [   ] 

 Hali ya ajira – Mmiliki [    ] Mwaajiriwa [    ] 

 Uzoefu katika uendeshaji wa biashara – Chini ya mwaka mmoja [   ] Miaka 

1-4 [   ] Miaka 5-8 [    ] Miaka 9-12 [   ] Miaka 13-16 [    ] zaidi ya miaka 16 [    

] 

 Katika kampuni yako mpo wafanyakazi wangapi? –1-6 [  ] 7-12 [ ] 13-18 [   ] 

19-24 [   ] zaidi ya 25 [   ] 
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Sehemu B: Mbinu za Uendeshaji Biashara  

 Je, unakubali kuwa mauzo yako ni mazuri zaidi kuliko ya mshindani wako?  

Nakubali kabisa [  ] Nakubali [  ] Sikubali kabisa [   ] Sikubali [   ] Sina 

uhakika [   ] 

 Je, unakubali kuwa bei ya samani karibia inafanana kwa wafanyabiashara 

wote? Nakubali kabisa [  ] Nakubali [  ] Sikubali kabisa [   ] Sikubali [   ] Sina 

uhakika [    ] 

 Je, unakubali kuwa umeajiri wafanyakazi sahihi katika biashara yako ya 

samani? Nakubali kabisa [   ] Nakubali [    ] Sikubali kabisa [   ] Sikuabali [   ] 

Sina uhakika [    ] 

 Je, unakubali kuwa uhusiano na wateja wako unakusaidia katika mazingira ya 

biashara shindani? Nakubali kabisa [   ] Nakubali [   ] Sikubali kabisa [   ] 

Sikubali [   ] Sina uhakika [    ] 

 Je, unakubali kuwa wafanyakazi wako wanajua uimara wa biashara yako 

katika ushindani? Nakubali kabisa [   ] Nakubali [   ] Sikubali kabisa [   ] 

Sikubali [   ] Sina uhakika [    ] 

 Je, unakubali kuwa kampuni yako inafanya vizuri kuliko sekta ya samani kwa 

ujumla wake? Nakubali kabisa [    ] Nakubali[    ] Sikubali kabisa [    ] 

Sikubali[    ] Sina uhakika [    ] 

 Je, unakubali kuwa wateja wanaridhika na bidhaa zako? Nakubali kabisa [  ] 

Nakubali [  ] Sikubali kabisa [  ] Sikubali [    ] Sina uhakika [     ] 

 Je, unakubali kuwa kampuni yako inajenga maisha endelevu ya kibiashara? 

Nakubali kabisa [ ] Nakubali [     ] Sikubali kabisa [     ] Sikubali [     ] Sina 

uhakika [    ] 

 Je, unakubali kuwa wafanyakazi wako wa mauzo wanaongeza thamani katika 

ukuaji wa biashara yako? Nakubali kabisa [   ] Nakubali [   ] Sikubali kabisa [    

] Sikubali [    ] Sina uhakika [  ]  
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Sehemu C: Uhusiano kati ya Mbinu na Ukuaji wa Biashara 

 Ukiwa kama mfanyabiashara, je unakubali kuwa unafanya mabadiliko chanya 

yenye tija katika biashara yako ya samani? Nakubali kabisa [    ] Nakubali [   

] Sikubali kabisa [  ] Sikubali [    ] Sina uhakika [     ] 

 Je, unakubali kuwa soko la biashara yako linakua zaidi? Nakubali kabisa [   ] 

Nakubali [    ] Sikubali kabisa [    ] Sikubali [    ] Sina uhakika [    ] 

 Je, unakubali kuwa mauzo yako yanaongezeka mara kwa mara? Nakubali 

kabisa [  ] Nakubali [  ] Sikubali kabisa [    ] Sikubali [   ] Sina uhakika [    ] 

Sehemu D: Changamoto zinazowakabili wafanyabiashara wa samani Tanzania 

Je, unakubali kuwa zifuatazo ni changamoto zinazokukabili wewe katika usimamizi 

wa biashara yako ya samani? Weka alama ya vema panapohusika. 

 

Na. 

 

Changamoto  

Mwitikio  

Nakubali Sikubali Sijui 

1. Utitiri wa kodi zinazotozwa    

2. Bei ndogo ya samani zinazoingia nchini    

3. Mtandanao duni wa biashara    

4. Uajibikaji duni katika kazi    

5. Ukosefu wa mafunzo ya kibiashara    

6. Miundo mbinu duni ya kibiashara     

7. Upugufu wa rasilimali fedha    

8. Teknolojia duni katika sekta ya samani     

9. Maelekezo kizani ya serikali kuhusu 

biashara 

   

10. Kukosa taarifa za masoko     
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