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Abstract

This paper aims to contribute to the understanding of the demographic factors that influence the growth of Small
and Medium-sized enterprises (SMEs) in Tanzania. A survey method was used to gather data from 300 small
business owners and managers located in selected cities in Tanzania. Multiple regression analysis was conducted
to analyse the influence of owner-manager demographic factors on the growth of SMEs. Three indicators for
growth namely employment, sales and assets were used to measure growth. The results suggests that workshop,
vocational training, industrial and managerial experience and family background do influence the growth of
SMEs. Entrepreneurial experience and level education successfully completed by the owner-manager are not
important in explaining SMEs growth. The results suggest that policy measures that promote workshops, role
models and previous experiences may have the greatest impact in terms of helping to facilitate SMEs growth in
Tanzania. However, the results are limited to a single survey and the data was collected from only one sector
(furniture sector) in Tanzania. Replication of this study using larger samples to different sectors and a broader
geographic base is suggested for cross validation purposes.

Keywords: owner-manager, demographic factors, SMEs growth, Tanzania
1. Introduction

It has been widely recognized that there is a positive correlation between Small and medium-sized enterprises
(SMEs) and economic growth (Urban & Naidoo, 2012; Batsakis, 2014). Due to this recognition, most countries
are focussing on stimulating the economic growth through the development of SMEs (Robson, Haugh, & Obeng,
2009; Pinho & De Sa, 2014). Actually, empirical researchers suggest that SMEs bring great economic benefits in
terms of employment creation and income generation (Hallberg, 1999; Acs & Szerb, 2007; Kang & Heshmati,
2008). For example in Europe 99.8% of business enterprises are SMEs that employ two thirds of the total
workforce (World Bank, 2007).

Like many other countries, Tanzania has recognized the importance of SMEs for economic development and
poverty alleviation. Due to this recognition, the Tanzanian government has introduced various policies and
programmes intended to support the development of SMEs. Unfortunately, despite the existence of various
programmes, only a few SMEs have managed to grow and expand while the majority have declined or remained
stagnant. In response to this problem various researches connected to the growth of SMEs have been conducted
in Tanzania. These include the role of credit (Kuzilwa, 2005), the macroeconomic environment (Trulsson, 2000),
institutional barriers (Nkya, 2003), sources of finance (Bagachwa, Harris, & Tinios, 1993; Verspreet & Berlange,
1998; Naliotela & Elias, 2003), firm characteristics (Satta, 2003), strategy (Mbwambo, 2005), efficiency
(Bagachwa & Mbele, 1995; Wangwe, Semboja, & Nyanga, 1998), firm size, investment in information
technology (Admassie, 2002) and capital (Kimeme, 2005).

Through a review of previous research regarding business growth in Tanzania, the Authors found that most of the
studies have focused on external factors and firm characteristics. In line with such findings, several initiatives
and programmes in Tanzania are more focused on solving environmental problems such as providing
government assistance, the role of banks, and providing infrastructure and competition, while ignoring the
individual running the firm. Although some of the issues addressed in these studies have changed, the
performance of the SMEs sector in Tanzania has not yet been impressive. This suggests the need to further
investigate the factors that influence SMEs growth from different angles.
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Owing to the crucial role played by individuals in these firms, several studies worldwide have acknowledged the
importance of entrepreneurs for the growth of SMEs. In fact, most of the SMEs depend on the entrepreneur for
their survival and development (Frese, 2000). Usually the entrepreneur is the one who makes important decisions
concerning products, markets, motivation of employees, expansion plans and other strategic decisions
concerning the firm (Frese, 2000). Thus, this leads to the possibility that a large proportion of the difference in
performance among SMEs can be explained by the individual entrepreneurs (Hall, 1995; Shane, 2007; Batsakis,
2014 ). This study used the same approach by following the literature which views entrepreneurs’ characteristics
as an important determinant of the intention to become an entrepreneur as well as the subsequent performance of
the firm (Stanworth & Curran, 1976; Cromie, 2000; Kuratko & Hodgetts, 2001; Frese, Van Gelderen, & Ombach,
2000; Rauch & Frese, 2007b). By analysing the owner-managers’ background (demographic) characteristics as
well as the relationship between those characteristics and their firms’ growth, this study tests the applicability of
the human capital theories to Tanzania’s settings. Apart from testing the human capital theories, this study
contributes to a better understanding of human capital by providing further evidence about individual factors that
influence SMEs growth. Therefore, this study provides answer to the following key research question:

To what extent do demographic factors influence the growth of SMEs?

In this study, the terms entreprencur and owner-manager are used interchangeably to define a person who both
owns the firm and takes overall responsibility for the strategic and operational direction of the business.

2. Literature Review

Previous studies have identified demographic factors such as age, education, experience, and family background
that contributes to the success of entrepreneurs (Kirby, 2003; Wright, Hmieleski, Schrader, & Siegel, 2007,
Unger, Rauch, Frese, & Rosenbusch, 2009a; Blackburn, Hart, & Wainwright, 2013; Batsakis, 2014). In this study,
the influence of an entrepreneur’s education, experience, age and family background on the growth of SMEs is
examined. These factors were chosen because various researchers had found a significant relationship between
these factors and the growth of SMEs (Storey, 1994; Wiklund & Shepherd, 2003b; Barringer, Jones, & Neubaum,
2005; Littunen & Virtanen, 2006; Bigsten & Gebreeyesus, 2007; Goedhuys & Sleuwaegen, 2010).

2.1 Education

Education is one of the key components of human capital (Becker, 1993). This component is the source of
knowledge, skills, discipline, motivation and self-confidence (Cooper, Gimenogascon, & Woo, 1994). Building
upon the human capital theory, much research has been done to examine the effect of education on the
performance of SMEs (for example see Kirby 2003; Wright et al., 2007; Schrader and Siegel 2007; Unger et al.
2009a). The assumption lies in the notion that individuals with a higher level of education are able to manage
their firms more effectively than individuals with a lower level of education (Cooper, Folta, Gimeno-Gaswpscon,
& Woo, 1992; Storey, 1994; Rutashobya, 1995; Trulsson, 2000; Mead & Liedholm, 1998; Wiklund & Shepherd,
2003a). Empirically, the effect of education has been widely studied with mixed results. Due to the mixed results,
the relationship between education and the growth of SMEs is still an unsettled issue (i.e. positive, neutral or
negative). For instance, some studies show a positive relationship between education and the growth of SMEs
(Cooper et al., 1992; Yusuf, 1997; Watson, Stewart, & BarNir, 2003; Barringer et al., 2005; Kim, Aldrich, &
Keister, 2006), while other studies show a negative relationship between the two (Pickles & O'Farrell, 1987;
Stuart & Abetti, 1990; Johnson, Conway, & Kattuman, 1999; Bartlett & Bukvi-i, 2001). Subsequently, other
studies have found that education does not matter in explaining the growth of SMEs (Alvarez & Crespi, 2003;
Silva & Santos, 2012; Blackburn, Hart, & Wainwright, 2013). By the look of things, it can be argued that
whether or not education is significant depends on the type of education entrepreneurs enjoyed as well as the
type of industry the business belongs to (Barringer & Jones, 2004; Dimov & Shepherd, 2005). Supported in most
of the literature, it can be argued that the entrepreneur’s educational background can include several types and
means of education. Thus, besides formal education, in this study the educational background of the entrepreneur
was also measured in terms of workshops attended and specialised vocational education. Therefore, with regard
to the entrepreneur’s education this study postulates the following:

H1.1: Formal education of entrepreneurs positively influences the growth of SMEs.

H1.2: Vocational carpentry education is positively influences the growth of SMEs.

H1.3: Workshops attended by entrepreneurs positively influence the growth of SMEs.

2.2 Experience

Like education, prior experience is also one of the most frequently examined components of human capital.

Through experience people gather information and develop skills that are useful across different occupations
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(Ucbasaran, Westhead, & Wright, 2008). To date, various dimensions of prior experience have been found in the
literature. But the most frequently mentioned types of experience are entrepreneurial experience, management
experience and industrial experience (Unger et al., 2009a). These three types of experience are considered to be
important in determining the growth of SMEs (Shane & Khurana, 2003; Unger et al., 2009a). For instance, it is
suggested that people who enter an area with which they are well acquainted have a better chance of being
successful in their business (Basu & Goswami, 1999; Dobbs & Hamilton, 2007). Those people with prior
experience in an industry often have a better understanding than others of how to meet demand conditions in that
market, develop access to market information and business networks and improve managerial capability (Basu &
Goswami, 1999; Dobbs & Hamilton, 2007; Shane, 2007). Furthermore, extant research suggests that people with
more start-up experience are more likely to have gathered much of the valuable information relating to business
creation and growth (Politis, 2005; Unger et al., 2009a). The information obtained can enhance the reputation
and broadens the social and business networks which, in turn, lead the business to growth (Littunen & Virtanen,
2006). Researchers showed that entrepreneurs with more management experience tend to form ventures that
have greater employment and sales growth than founders with less management experience (Duchesneau &
Gartner, 1990; Lee & Tsang, 2001; Bigsten & Gebreeyesus, 2007; Unger et al., 2009a). These entrepreneurs are
able to manage their firms more effectively because previous experience from managing a business provides
training in many of the skills needed for recognising and acting on entrepreneurial opportunities, including
negotiation, decision making styles, ways to serve markets, and methods for dealing with customers and
employees (Shane, 2007). Considering the above discussion, the following research hypotheses are proposed

H2.1: Entrepreneurial experience of entrepreneurs positively influences the growth of SMEs.
H2.2: Management experience of entrepreneurs positively influences the growth of SMEs.
H2.3: Industrial experience of entrepreneurs positively influences the growth of SMEs.

2.3 Age

Another important demographic characteristic that influences the growth of SME:s is the age of the entrepreneur.
Unlike the entrepreneurs’ experience which has a positive effect on the growth of SMEs, the relationship
between the age of an entrepreneur and the growth of SMEs has revealed conflicting results. For instance, some
findings (e.g., Davidson, 1991; Storey, 1994; Woldie, Leighton, & Adesua, 2008) have supported the argument
that younger managers are more likely to be successful in their firms than older managers because younger
managers have more energy, higher aspirations and are more likely to be committed to working long hours,
which are generally necessary for a business to be successful. On the other hand, older managers are likely to
have reached their final aspirations and thus growth is of little importance. A different set of studies argues that
older managers are more likely to be successful in their firms than younger managers (Harada, 2003; Littunen &
Virtanen, 2006). The logic is that older managers are more experienced and have gone through many challenges,
which make them strong and confident. Thus, in accordance with the previous findings it can be said that whilst
younger managers may have more energy to work, they lack the business experience. On the other hand, older
managers may have much experience, but they lack sufficient energy to work (Cortes, Garcia, & Ramon, 2008).
Due to these conflicting messages, one argument, which is a combination of the two, can be put forward (Storey,
1994): middle-aged entreprencurs are likely to have experience and more energy, and as such they are most
likely to establish and manage a business which will grow faster than is the case for younger ones. In this regard,
empirical studies have found an inverted U-shaped relationship between the entreprencurs’ age and the growth of
SMEs (Reynolds & White, 1997; Van Praag, 2003). Based on this observation, it was hypothesised that:

H 3: The age of entrepreneurs has an inverted U-shaped relationship with the growth of SMEs.
2.4 Family Background

The knowledge required to run a business can also be learned through observing others. Building upon this
proposition, researchers have argued that the children of entreprencurs should be more likely to be self-employed
than other people. Scholars have suggested various reasons as to why the children of entrepreneurs are more
likely to be self-employed. These factors are generally drawn from exposure and closure mechanisms (Kim et al.,
2006; Sarensen, 2007). Following the review of the literature on family background, it is clear that the children
of entrepreneurs should be more likely to form successful businesses than other people (Duchesneau & Gartner,
1990; Cooper et al., 1992; Mungai & Velamuri, 2010). It is assumed that having at least one self-employed
parent not only helps to develop the human capital of the child but also modifies expectations about what
business ownership entails (Niittykangas & Tervo, 2005). Furthermore, it is suggested that these individuals are
more likely to be successful in their businesses for several reasons, such as an ability to seek managerial
expertise from their parents in case of business problems, easier access to information on the market as well as
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on other related issues (Duchesneau & Gartner, 1990; Ardichvili, Cardozo, & Ray, 1998; Serensen, 2007; Krauss,
Frese, Friedrich, & Unger, 2005; Mungai & Velamuri, 2010). Therefore, this study aimed at testing whether
coming from an entrepreneurial family has any significant influence on SMEs growth, by hypothesising that:

H 4: Coming from an entrepreneurial family positively influences the growth of SMEs.
3. Method
3.1 Research Method

A major difficulty in studying SMEs in most African countries (including Tanzania) is the absence of a proper
sampling framework. Due to this, Researchers were forced to use non-probability sampling, namely purposeful
sampling. This approach is commonly used in Tanzania due to the lack of an accurate and up-to-date sampling
frame (Nchimbi, 2002). With this approach, efforts were therefore made to approach the respondents who fitted
our study objectives. Since this study aimed to examine the demographic factors that influence the growth of
SMEs, the respondents selected had to be the owner-managers of a firm (or one of them, if a firm had more than
one owner-manager. In this study, the term SMEs is used interchangeably with small business to describe small
and medium-sized enterprises. In Tanzania, a micro enterprise is defined as a firm with fewer than five
employees, whereas a small firm is a firm with 5 to 49 employees and a medium-sized enterprise is a firm with
50 to 99 employees. Any firm with 100 employees or more is regarded as a large enterprise (see Table 1). In the
case where an enterprise falls under more than one category, the level of investment would be the deciding
factor.

Table 1. SMEs in Tanzania

Category Number of employees Capital invested in
machinery (Tshs)

Micro enterprises 1-4 Up to 5 million

Small enterprises 5-49 5-200 million

Medium-sized enterprises 50-99 200-800 million

In order to reduce bias, regional centres known for their furniture industry were identified with the help of the
Small Industry Development Organisation (SIDO). This resulted in the selection of the Dar es Salaam, Arusha,
Morogoro and Iringa regions. By choosing these four regions, a spread across the country was ensured.
Furthermore, in these regions, all the mentioned centres were visited in which streets of high and low
concentration respectively were identified. It was decided that in high-concentration streets the fieldworker
should select one in every three enterprises found, while for the low-concentration streets, the fieldworker would
select one in every two enterprises she came across.

3.2 Data Collection and Sample

The survey data was collected through a structured questionnaire based on the literature study. Before
conducting the fieldwork, the questionnaire was translated from English into Kiswahili (the common language
spoken in Tanzania). In order to ensure accurate translation, the Kiswahili questionnaire was given to another
linguist who translated it back into English. Finally, the fieldworker compared both versions, and a few minor
changes were made. Subsequently, a pilot test of the questionnaire was undertaken—as recommended by Baker,
(2003) & Saunders, Phillip, & Thornhill, (2003)—on a sample of 20 people to determine whether the questions
were easy to understand and to answer, and to test the reliability and validity of each question in capturing the
information desired. Ultimately, 300 owner-managers participated in the fieldwork study.

3.3 Operationalization of Study Variables
3.3.1 Firm Growth

The dependent variable in this study is firm growth. This growth can be measured by several attributes such as:
sales, employment, assets, profit, market share and productivity. Firm growth, in this study, is defined in terms of
change in the level of sales, change in the value of assets and change in the number of employees. Furthermore,
it is worth noting that researchers encounter problems in obtaining financial data, especially when dealing with
private firms (Dess & Robinson, 1984). This is because many owner-managers of SMEs often do not keep
proper accounting records and when they do, they are often not prepared to disclose them to third parties.
Because of this problem, subjective measures were used to obtain information regarding growth in sales and
assets. The respondents in this study were asked to rate their firms performance ranging from 1 to 3 in relation to
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whether their firm’s sales and assets had decreased, remained the same or increased over the period of study
(2003-2007 and 2005-2007 for sales, and 2003-2007 for assets). The researcher coded 1 as decline, 2 remain the
same and 3 increase in firms sales and assets. A 3 point scale was adopted because it is an easy approach for the
respondents to understand and express their views. In fact, during pilot study, Researcher revealed that
respondents were more able to express their performance on the three scales than 5 point scale. To obtain
employment growth data, the respondents were asked about the number of employees (including the
owner-manager(s) and their relatives) as of January for each year from 2003 to 2007. Accordingly, employment
growth was measured over a period of three (2005-2007) and five years (2003-2007). Additionally, a relative
growth measure was used to calculate employment growth both for a three year and a five year period.

In this study, growth is measured by using different indicators as well as multiple time intervals. However, our
pilot project revealed that the results regarding assets growth as measured over two different time periods
showed hardly any significant differences between a three-year period and a five-year period. In fact the
participants preferred their assets growth to be assessed over a five-year period rather than a three-year period, as
they argued that it is more difficult to discern assets growth over a short period of time. As a consequence it was
decided that in this study assets growth is measured over a five-year period only, whereas sales and employment
growth is measured over two periods (3 and 5 years).

3.3.2 Demographic Characteristics

A number of variables were used to explore the entrepreneur’s demographic characteristics, such as age,
education, experience and family background. Three aspects were used to measure education, namely, the level
of formal education, carpentry education and workshops. The structure of formal education in Tanzania consists
of three levels namely: primary, secondary and higher education. Basic or first level education constitutes seven
years of primary education. Secondary or second level education consists of Ordinary level (which is four years
post primary education) and Advance level (which is two years post Ordinary level). Higher education or third
level includes programmes and courses offered by higher education institutions such as universities. To measure
level of education, the respondents were asked to indicate the level of education they have successful completed.
In addition to the question focusing on formal education, there was another question which intended to find out
whether or not the respondents had attended any vocational training and particularly carpentry training. The
respondents were also asked if they had attended any workshops since starting their business. Three aspects were
used to measure the entreprencurs previous experience. These include entreprencurial, managerial and industrial
experience.

Table 2. Operationalization of the demographic characteristics

Variable Measurement
Age Entrepreneur’s age in categories
Level of formal education Level of formal education the entrepreneur had successfully completed

. . Whether or not the entrepreneur had attended one or more courses offered by
) Vocational training . ..
Education vocational training colleges

Whether or not the entrepreneur had attended one or more workshops since
Workshop attended . . .
starting up in business

Whether or not the entrepreneur had previously been involved in venture

Entrepreneurial .
creation
. . Whether or not the entrepreneur had managerial experience prior to starting
Experience Managerial .
the business
. Whether or not the entrepreneur had experience in the sector the current firm
Industrial ..
is in
Family background Whether or not the entrepreneur comes from an entrepreneurial family

4. Empirical Results

A sample of 300 entrepreneurs was used in this study. Among the 300 respondents, 99.0% (n=297) were male
and 1.0% were female. The lack of female entrepreneurs may be due to cultural or normative beliefs about a
woman’s role in society in Tanzania, or it may be due to the fact that the business environment is less
accommodating to female-owned businesses. This reflects findings from other studies which show that males
participate more in the manufacturing sector than in sectors such as food-vending or garment-making (see, for
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example, Rutashobya, 1995). The findings also showed that most of the entrepreneurs in our study (86.7%) were
married, 13.0% were not married, while 0.3% were divorced. The majority of the respondents (46.3%) were aged
between 30 and 40 years old at the time of the interview, while 29.7 percent of the respondents were below 30
years of age, and 24.0 percent were above 60 years old. With respect to the formal educational background of the
respondents, the majority of them had only completed primary school, with 69.7% in this category. Very few
(3.3%) had attained an advanced level of secondary school education or a degree. Moreover, the findings
indicate that over half of the respondents (57.0%) have attended vocational training, offered by various colleges
in Tanzania. Interestingly, the majority (51.7%) of these respondents attained carpentry education. 56.7% of the
respondents had never attended workshops. Only 43.3% of the respondents had attended various workshops
since they started their current business. Three aspects were used to measure the entrepreneurs’ previous
experience. The finding indicates that 40.7% of the respondents had entrepreneurial experience prior to starting
their current business. Likewise, 60.0% of the respondents interviewed had managerial experience prior to
starting their current business while 51.0% of the respondents had experience in the same industry they were
currently involved in prior starting their own business.

The majority of the firms (74.3%) in our sample are small-sized. Additionally, more than half of the firms
(53.4%) were established for less than 10 years ago, while only 3.3 percent of the firms were established for
more than 25 years ago. 43.4 percent of the firms were established between 10 and 25 years ago. This relatively
young age of the firms may be related to the fact that a capitalist system was only introduced in Tanzania in the
1990s. The findings also indicate that the majority of entrepreneurs in the sample (63.0%) had close relatives
who are/were also doing business.

4.1 Testing the Hypotheses

The overall objective of this study is to investigate the influence of the entrepreneurs’ demographic factors on the
growth of SMEs in Tanzania. Multiple regression analysis was employed to examine the demographic factors
which explain the growth of SMEs. Before carrying out the analysis, it was important to examine the strength of
the relationship among variables used to measure demographic. The correlation matrix reveals a high correlation
between managerial and industrial experience (1=.883). As a remedy for this, Authors decided to combine these
two variables into a new variable called previous experience. Factor Analysis of these two variables shows an
emergence of a one factor solution which accounted for 65.7% of the total variance explained. Before multiple
regression analysis was applied, ANOVA was used to assess whether the growth of SMEs is different for
different age groups. We first compared the mean of SMEs growth for each age group. The mean of SMEs
growth for different group ages ranging from 2.62 (40-50 years in a five year period) to 1.67 (above 60 years in a
three year period), see Table 3 and 4.

Table 3. Means for SMEs growth

Mean

Sales Employment Assets
Age N 3 years 5 years 3 years 5 years 5 years
30 and below 89 2.3708 2.5169 2.1685 2.2697 2.5169
31-40 139 2.3885 2.5324 2.2590 2.3309 2.5324
41-50 51 2.1961 2.6275 2.1569 2.1765 2.6275
51-60 15 2.0667 2.6000 2.4000 2.2667 2.6000
Above 60 6 1.6667 2.1667 1.8333 1.8333 2.1667
Total 300 2.3200 2.5400 2.2133 2.2733 2.5400

The findings suggest that the mean scores for different age groups are close to each other. Accordingly, ANOVA
was used to test whether differences in mean scores across several groups are statistically significant. The
finding shows that the p-values for both approaches are greater than 0.05, which means that there is no
significant difference among the age groups. For this reason, age is not included in the regression analysis and
such Hypothesis 3 is fully rejected.
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Table 4. ANOVA test on the entrepreneur’s age and SMEs growth in a 3-year period

SMEs growth measures 3 years F-value Significance
Sales 1.875 A15
Employment 1.062 376
SMEs growth measures 5 years F-value Significance
Sales 1.234 296
Assets 1.234 296
Employment 902 463

Multiple regressions were used to analyse the relationship between demographic factors and SMEs growth. The
results of the multiple regressions are shown in Table 5 and 6. The findings from these tables suggests that
among all three variables which measures education only workshops has a significant influence on SMEs growth
both in terms of sales, asset and employment for both time spans and as such sub hypothesis 1.3 is fully accepted.
Vocational carpentry education is significant related to sales and assets growth both for three and five years span.
Thus sub hypotheses 1.2 is partially accepted. Again, from these tables it can be seen that previous experience
(industrial and managerial) is positively significantly related to SMEs growth both in terms of sales, asset and
employment. Thus sub hypotheses 2.2 and 2.3 are fully accepted. Unexpectedly, the relationship between
entrepreneurial experience and the growth of SMEs was positive but not significant. Thus, sub hypothesis 2.1 is
fully rejected. In this study, it is also stated that coming from an entrepreneurial family would positively
influence the growth of SMEs. From the regression analysis it is clear that family background and SME growth
are related, thus hypothesis 4 is fully accepted.

Table 5. Multiple regressions on the influence of demographic characteristics on Sales growth (5 year period)

Characteristics B Sig. Collinearity Statistics R?
Tolerance VIF

Sales (Constant) 412 .012 513
Level of education .024 .690 .900 1.112
Carpentry education 187 .056 625 1.101
Workshops 618 .000 .641 1.560
Entrepreneurial experience .025 .686 911 1.097
Previous experience 478 .000 .641 1.559
Family background .051 .033 .874 1.145

Assets (Constant) 1.106 .000 387
Level of education .002 973 900 1.112
Carpentry education .046 .004 874 1.145
Workshops 323 .000 .641 1.560
Entrepreneurial experience .056 .347 911 1.097
Previous experience 491 .000 .641 1.559
Family background .077 .023 835 1.197

Employment (Constant) 1.388 .000
Level of education 126 175 .900 1.112  .066
Carpentry education -.055 .561 926 1.079
Workshops 336 .049 .641 1.560
Entrepreneurial experience .033 734 911 1.097
Previous experience .596 .000 .641 1.679
Family background .199 .043 903 1.108

174



www.ccsenet.org/ijbm International Journal of Business and Management Vol. 10, No. 5; 2015

Table 6. Multiple regressions on the influence of the demographic characteristics on SMEs growth (three years
period)

Characteristics B Sig. Collinearity Statistics R?
Tolerance VIF

Sales (Constant) 207 288 492
Level of education .092 203 .900 1.112
Carpentry education 092 .022 .608 1.646
Workshops 730 .000 .641 1.560
Entrepreneurial experience .058 435 911 1.097
Previous experience .548 .000 .641 1.559
Family background 012  .050 .588 1.701

Employment (Constant) 1.474 .000
Level of education .082 305 .900 1.112  .075
Carpentry education .002 981 926 1.079
Workshops 236 .016 .641 1.560
Entrepreneurial experience -.069 407 911 1.097
Previous experience 092 .022 .608 1.646
Family background 171 .047 .903 1.108

5. Discussion

This study tested the positive influence of the demographic characteristics of entrepreneurs on the growth of
SMEs. From the findings, it becomes clear that the entrepreneurs’ education, previous experience and family
background all influence the growth of SMEs.

Specifically, among the variables used to measure education it is only "workshops attended” that was found to
have a significant influence on the growth of SMEs. This positive relationship is consistent across all the five
approaches used in this study. This result suggests that workshops attended by entrepreneurs equip them with the
knowledge and skills which are needed in order to run a firm successfully. In spite of the importance of
workshops for SMEs growth, the finding shows that the majority of the entrepreneurs have never attended
workshops since starting their business. This is with the contention of Brush, Greene and Hart (2001), Jayawarna,
Macpherson, and Wilson (2007) that workshops and training are important sources of skills and technical
knowledge for successful entrepreneurship.

It has also been demonstrated that vocational training and level of education of an owner manager influences the
formation and growth of SMEs (Pankhurst, 2010). In this study, Authors did find a partial support for this
argument. Specifically, the study found that entrepreneurs who have obtained carpentry education offered by
various vocational training colleges were more likely to see their businesses growing in terms of sales and assets.
This study is also consistent with an African study conducted by McPherson, (1992) in which it was found that
entrepreneurs with vocational training had firms that grew faster than firms run by entrepreneurs without such
training.

Previous research indicates that the entrepreneurs’ level of formal education is a significant determinant of the
growth of SMEs (Unger et al., 2009a). In this study, although the level of education of the entrepreneur is
positively related to the growth of SMEs, the strength of this relationship is not statistically significant. This
suggests that the level of formal education does not matter in explaining the growth of SMEs in Tanzania.
Although this result is also found in another African study (McPherson, 1992), Authors do not have a clear
explanation for this. In fact, this is surprising and raises an important question regarding the value of the formal
education acquired by these entrepreneurs. However, this result should be read with some caution, because the
lack of significance could be due to the fact that the majority of the entrepreneurs in this sample have low levels
of formal education. Indeed, in our study 71.4% were found to have either attained only primary school
education or never to have attended school. Alternatively, this finding might partially be due to the fact that only
the level, and not the type of formal education, is considered in this analysis.

Another interesting finding was the significant influence of previous experience on the growth of SMEs. In
particular, this study suggests that entrepreneurs who have previous experience in the industry in which the
current business is based as well as managerial experience were more likely to see their business growing in
terms of sales, assets, and employment. These results support the findings from previous studies in which
work-experience in the same sector seems to create the knowledge and skills which are needed in order to run a
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firm successfully (Stuart & Abetti, 1990; Jo & Lee, 1996; Lee & Tsang, 2001; Shane & Khurana, 2003; Colombo
& Grilli, 2005; Dobbs & Hamilton, 2007; Unger et al., 2009a).

Furthermore, there was no evidence to support the significant influence of entrepreneurial experience on the
growth of SMEs. This finding may be surprising, considering previous research findings. However, Brush et al.
(2001) have pointed out that entrepreneurial experience is often a criterion that influences start-up funding
success, rather than something that predicts later firm performance. An alternative explanation for this absence of
relationship may be that knowledge of whether or not there has been previous involvement in venture creation
does not provide us with accurate information as to whether these start-up experiences have yielded the
necessary skills that are supposed to influence the growth of SMEs. This finding may also be due to the fact that
over half (59.3%) of the entrepreneurs in our sample had no prior entrepreneurial experience, as the current
business was their first venture.

The variable family background is one of the great interests in the literature. In this study, over half (63.0%) of
the entrepreneurs in our sample came from an entreprencurial family. Furthermore, this study found that
entrepreneurs who came from entrepreneurial families are more likely to experience growth in their businesses
than people without such a background. This is consistent with the contention that children of entreprencurs are
more likely to become successful businesses owners than children of other people (Rose, Kumar, & Yen, 2006;
Serensen, 2007; Mungai & Velamuri, 2010).

Contrary to what was expected, the age of the entrepreneur was not significantly related to SMEs growth in this
study. This is, however, not surprising, because some of the previous studies have also found the same results.
For instance, Stuart and Abetti (1990) have found that the age of the entrepreneur is not related to performance.
In this study, the non-significant result may be attributed to the fact that the majority of the entrepreneurs in our
sample are in the same age category. Actually, almost half of the respondents were between 30 and 40 years of
age at the time of the interview.

The finding that vocational carpentry education is not related to employment growth was unexpected. With
respect to vocational carpentry education, it is possible that most of the owner-managers who have received
carpentry education feel reluctant to employ an additional worker. Since these entrepreneurs already have
carpentry skills, it could well be that they do not need extra carpentry skills through hiring new employees who
could contribute their talent. Perhaps it takes times for these entrepreneurs to employ an additional worker. This
argument corresponds to Kessy and Temu (2010), who revealed that the majority of the entrepreneurs in
Tanzania employ an additional worker only after a long period of accumulating assets and revenue. On the other
hand, the possible reason for this result could be largely attributed to the methodological approaches used. This
might be an indication that factors affecting sales or assets do not necessary affect employment growth (Delmar,
1997; Jansen, 2009).

6. Conclusion and Recommendations

Guided by the research hypotheses presented earlier, this study carried out a cross-sectional design from which
the data was collected through the survey method in order to attain this general objective. Ultimately, 300
entrepreneurs (representing SMEs) within the furniture sector in four different regions in Tanzania participated in
the fieldwork study. Multiple regression analysis was used to examine the relationship between the hypothesised
relationships. In short, the findings suggest that certain demographic characteristics of the entrepreneurs are
indeed significant predictors of the growth of SMEs in the furniture sector in Tanzania. As indicated previously,
demographic characteristics were represented by four characteristics namely: age, education, previous
experience, and family background of the owner-manager. In short, the findings suggest that workshops attended,
previous experience, and family background affect the growth of SMEs both in terms of sales, assets, and
employment growth. Vocational carpentry education seems to affect the growth of SMEs in sales and assets only.
This study, therefore, concludes that certain demographic characteristics of entrepreneurs influence the growth of
SME:s in Tanzania.

The study makes a number of contributions with respect to matters of both theoretical and practical concern.
First, our study contributes to existing knowledge by showing that different types of education, previous
experience and family background significantly explain the variance in the growth of SMEs. Specifically, with
regards to education, the findings show that not all types of education play an equal role in explaining the growth
of SMEs. In fact, education received in the form of workshops showed a stronger relationship with SMEs growth
than other types of education. Therefore, future research should include more types of education and experience
in order to have a clearer understanding of the influence of these factors on SMEs growth. With regard to the
growth measures, the findings contribute to the existing knowledge by showing that sales, assets and
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employment are not interchangeable criteria for measuring the growth of SMEs.
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