Open Journal of Business and Management, 2021, 9, 1263-1290

X/
%®

Scientific

CA

’ ’ Research https://www.scirp.org/journal/ojbm
94% Publishing ISSN Online: 2329-3292

L)

ISSN Print: 2329-3284

Entrepreneurial Orientations and Business
Financial Performance: The Case of Micro
Businesses in Tanzania

Riziki M. Nyello, Nuru Kalufya

Institute of Social Work, Dar es Salaam, Tanzania

Email: rizikim6@gmail.com, nkalufya@gmail.com

How to cite this paper: Nyello, R. M., &
Kalufya, N. (2021). Entrepreneurial Orien-
tations and Business Financial Perfor-
mance: The Case of Micro Businesses in
Tanzania. Open Journal of Business and
Management, 9, 1263-1290.
https://doi.org/10.4236/0jbm.2021.93068

Received: February 8, 2021
Accepted: May 25, 2021
Published: May 28, 2021

Copyright © 2021 by author(s) and
Scientific Research Publishing Inc.

This work is licensed under the Creative
Commons Attribution International
License (CC BY 4.0).

http://creativecommons.org/licenses/by/4.0/

Abstract

Micro business in Africa including Tanzania does not perform well financial-
ly due to various business environmental challenges. In this line, entrepre-
neurial orientations are said to improve micro business financial performance
regardless of unfavourable business environment. Despite such importance of
entrepreneurial orientations, there was scanty knowledge on the influence of
proactive and risk taking behaviour on business sales and costs. Focusing
from the Contingency perspective, this article aimed at filling in such know-
ledge gap. Most studies examined the influence of entrepreneurial orienta-
tions on firm performance from the resource-based perspective. However, the
influence of entrepreneurial orientations on firm performance depends on
the match between entrepreneurial orientations and firm performance goals.
The article involved 388 micro businesses from Dar-es-salaam, Mbeya, Mo-
rogoro, and Manyara. The questionnaire was used to collect data while Mean
and Structural Equation Modeling (SEM) were used as data analysis tech-
niques. The results revealed that proactive behavior had significantly positive
influence on business sales and significantly negative influence on business
costs. Furthermore, the risk-taking behaviour was found to have significantly
positive influence on business costs. Among others, the article recommends
that the micro business owners/operators should strengthen their entrepre-
neurial capacity together with their employees. It will be achieved by estab-
lishing sectoral associations in accordance with their business categories, i.e.,
trade, services and manufacturing in order to organize and access profession-
al entrepreneurial trainings.
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1. Introduction

The business structure in Africa is dominated by micro businesses that are ex-
pected to be an engine of economic development (Liedholm, 2002; Benzing &
Chu, 2012; Diyamett, 2012). Scarborough and Zimmerer (2008) argue that micro
business sector is one of the key sectors in terms of job creation, economic
growth, poverty alleviation and industrial development in the developing coun-
tries. Despite such importance, micro enterprises face several business challenges
including low sales revenue and high cost of doing business (Marwa, 2014) that
significantly hampers their financial performance. Financial performance may
reflect the overall financial health of a business and it is differently measured. It
is argued that return on investment (ROI) is the powerful and popular financial
performance measurement (Botchkarev & Andru, 2011). However, ROI is the
function of revenues and costs (ibid). In this vein, this article defines financial
performance as the ability of a firm to increase its sales revenue while reducing
business costs.

Micro businesses’ economic benefits can be largely grouped into two major
categories, i.e., employment provision and poverty reduction. For instance, Di-
yamett (2012) argues that the micro businesses which employ between 1 to 4
people as per URT (2003), are one of the leading employers, next to agriculture,
in Tanzania. However, the performance of micro businesses in Tanzania is not
promising (Mashimba & Kiihl, 2014). According to Olomi (2009), the business
sector is dominated by informal micro businesses with low incidence of gradua-
tion to formal small and medium businesses. Micro enterprises, i.e., trade, ser-
vice and manufacturing, remain marginal players creating and sustaining low
quality jobs and unable to contribute in the economy (Olomi, 2009). This means
that micro businesses in Tanzania have insignificant contribution in the gross
domestic product (GDP) of the country. Its characteristic of being informal also
raises a doubt on its contribution to the government revenues through tax pay-
ments.

Different authors mentioned several factors that influence micro business
performance. These factors include the availability of capital, support from fam-
ily and friends, hard work (Neshamba, 2000; Pratt, 2001) and, linkage between
micro businesses and large firms (Soderbom et al., 2006). Other factors include
regulations, corruption and capital constraints (Macculloch, 2001; Pope, 2001;
Kiggunda, 2002; Agboli & Ukaegbu, 2006; Inegbenebor, 2006), lack of access to
financial capital (Umoh, 2006; Mbogo, 2010) and, business training (Kessy &
Temu, 2010).

Furthermore, other studies such as Mnenwa and Maliti, (2009) and MoIT
(2012) also mention factors that influence micro business performance. Mfaume
and Leonard (2004) argue that legal requirements in force, security and safety
reliability in the business area, customer’s attitude towards the merchandise and
environment, pricing and capitalization structure and management competence

of the business owner are the factors which influence business performance.
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Mnenwa and Maliti (2009) identified several factors that influence business per-
formance such as tax incentives, loans, grants, market information, regulatory
framework, financial services, marketing services and, technical and manage-
ment training services.

Even though several challenges facing micro businesses in Tanzania have been
mentioned, there are other micro businesses that perform well (Olomi, 2009).
This may be contributed by being entrepreneurially oriented. It is also agreed
that entrepreneurial orientation has relatively greater influence on business per-
formance (Lumpkin & Dess, 2001; Wiklund & Shepherd, 2004). Businesses that
have entrepreneurial orientation perform better than others (Semrau et al.,
2016). More importantly, entrepreneurial orientation may enable micro busi-
nesses to address the environmental challenges that influence business financial
performance. This is supported by the prior studies such as of Lumpkin & Dess,
(2001); Wales et al., (2013); Redipere, (2014) which argue that regardless of un-
favourable business conditions, an entrepreneurially oriented-business perform
well. This may not be surprising in Tanzania that despite the mentioned busi-
ness challenges, there are few businesses that perform well which might also be
contributed by entrepreneurial orientation.

Entrepreneurial orientation is defined as a process of making strategies and
developing styles of firms that involve themselves in entrepreneurial activities
(Lumpkin & Dess, 2001). Entrepreneurial orientation includes three traits, i.e.
innovation, proactive behaviour and risk taking (Avlonitis & Salavou, 2007).
Lumpkin and Dess (1996) define the mentioned components of entrepreneurial
orientation. They define proactive behaviour as the process of seeking opportun-
ities and being forward-looking in developing new products or services before
being discovered by the competitors, while forecasting the future demand. Ven-
katraman (1989) defines proactiveness as the process of seeking new opportuni-
ties which may or may not related to the present line of operations, introduction
of new products and brands ahead of cometitors, strategically eliminating opera-
tions which are in mature or declining stages of the life cycle (Cited by Rezaei &
Ortt, 2018). Risk taking has been defined by Lumpkin and Dess (ibid) as the wil-
lingness to take bold action such as investing in unknown markets and investing
in the business with uncertain outcomes.

According to Lumpkin and Dess (2005), innovation is categorised into three
groups. These groups are product-market innovation, technological innovation
and administrative innovation. Product-market innovativeness refers to ability
to understand the market, product design and innovation in marketing. Tech-
nological innovativeness refers to research and engineering efforts towards de-
veloping a new product or process. Administrative innovativeness refers to in-
novations in management systems and structures. It is however argued that in-
novation is an outcome of proactive behaviour because entrepreneurs can pro-
mote a proactive behaviour to enhance innovativeness and proposing innovative

solutions (Ahlin et al., 2012). Furthermore, innovation depends on the collection
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and assessment of market information which is an outcome of the proactive be-
haviour (ibid). With this fact, the article mainly focuses on proactive behaviour
and risk taking as the major entrepreneurial orientation.

Prior studies of Mahmood and Hanafi, (2013); Syed et al., (2017) consider en-
trepreneurial orientation as the resource and assessed its influence on business
performance basing on the Resource-Based View (RBV). The influence of en-
trepreneurial orientation on business performance, however, may be determined
with the fit between entrepreneurial orientation and the environment in which
the business is operating (Lumpkin & Dess, 2001). Prior studies such as Lump-
kin and Dess (2001); Kraus et al., (2012); Ndubisi and Iftikhar, (2012) examined
the influence of entrepreneurial orientation on business financial performance
basing on the contingency perspective. However, these studies were conducted
in the developed countries where the context can be different from that of de-
veloping countries hence there is limited knowledge on the influence of entre-
preneurial orientations on business financial performance from the contingency
perspective. In addition, entrepreneurial orientations may not have the same in-
fluence on firm’s revenues and costs despite the fact that together they form the
financial performance construct (Nyello, 2018).

It is therefore important to investigate the influence of entrepreneurial orien-
tations on micro business financial performance. However, this article contends
that there must be a fit between entrepreneurial orientations and business finan-
cial performance. The article therefore informs the body of knowledge on the
relationship between entrepreneurial orientation and business financial perfor-
mance by applying contingency perspective that has been limitedly applied by
the reviewed empirical studies from the developing countries like Tanzania. It is
also an agenda on how micro businesses can perform well financially in order to
boost the Tanzania economy. This is due to the fact that micro businesses form
the larger part of business structure in Tanzania (Olomi, 2009). In this vein, it is
of great interest to policy makers to examine issues that promote the financial
performance of micro businesses and entrepreneurial orientation may be one of

them.

2. Literature Review

2.1. Theoretical Literature Review

Under Contingency perspective, the focus of entrepreneurship orientation per-
formance relationship is mainly on the financial performance (Rauch et al,
2004). The Contingency theory was used to examine the influence of entrepre-
neurial orientation on micro business financial performance. There is signifi-
cant attention by entrepreneurship researchers in examining the entrepre-
neurship behaviours-performance relationship basing on the contingency ap-
proach (Lumpkin & Dess, 2001). For instance, Gray and Wert-Gray (2012) rei-

terate that an entrepreneur is the one who links the business elements of the
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firms’ internal and external environmental factors. It was furthermore argued that
entrepreneurial orientation is a strategy making process that provides the guide-
lines for a business to make entrepreneurial decisions and actions (Wiklund &
Shepherd, 2003).

The application of the Contingency theory in studying organizations started
in 1950s as an answer to the scientific management and human relations’ argu-
ments that organizations’ diversity does not dispute the fact that there is ‘one
best way’ to organize (Weill & Olson, 1987). The theory states the context that
determines the best strategy for a firm to organize itself in order to enhance its
performance. Various contingency theorists such as Burns and Stalker (1961);
Lawrence and Lorsch (1967) examined different factors that determine firm
performance. Several contingent variables such as technology, organisation
structure, environment, and business size were examined. However, the contin-
gency approach was criticized for leaving people behind in the analysis (Weill &
Oslon, 1987).

In 1983, the Contingency Approach was started to be used in the management
information system and included people as the contingent variable. In this case,
researchers such as Kaiser and Bostrom (1982) and Wiess, (1983) began to look
at the fit between individual personality and information system. Despite the
possible relationship between individual personality, information system and
business performance, early contingency theorists just considered the ‘fit’ be-
tween individual characteristics and information system. However, in 2000, re-
searchers (such as Li et al., 2008; Kraus et al., 2012) linked the Contingency
theory with business performance.

Considering the aforementioned development of Contingency theory, the
theory has been widely accepted in explaining the influence of entrepreneurial
orientation on firm performance particularly in the hostile environment (Li et
al., 2008; Kraus et al., 2012; Ndubisi & Iftikhar, 2012). For instance, Kraus et al.,
(2012) affirm that entrepreneurial orientation contributes to small firms’ per-
formance during a recession environment. Also Escriba-Esteve et al. (2008)
agree that entrepreneurial orientation enables a firm to increase its sales revenue
even during the period of market turbulence. It is possible that a firm takes
proactive actions in looking for opportunities to enhance its performance (ibid).
Furthermore, Semrau et al. (2016) revealed that entrepreneurial orientation en-
hances firm’s capacity to overcome difficulties caused by unfavourable condi-
tions in the context in which a firm operates.

The aforementioned studies show that Contingency theory is also used to
examine an influence of entrepreneurial orientation on business performance.
The prior empirical studies also show that entrepreneurial orientation can be
used to overcome business challenges and hence improving business perfor-
mance considering the contingency view. However, the mentioned studies were
conducted in the developed economies in which most businesses are formally
established (Semrau, Ambos, & Kraus, 2016). This indicates that there is limited
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knowledge on the application of Contingency theory in examining entrepre-
neurial orientation-business performance relationship in both formal and in-
formal businesses that are found in the developing economies such as Tanzania.
Most micro businesses established in Tanzania are informal (MoIT, 2012) and
characterized by several business challenges such as poor market, high costs of
inputs, low prices of products sold, low demand for the product, compliance to
legal requirements and financing (Mfaume & Leonard, 2004; Mnenwa & Maliti,
2009; MOIT, 2012). Entrepreneurial orientation may address the mentioned
business challenges and improve micro business financial performance. Moreo-
ver, this article argues that being entrepreneurially oriented is not sufficient to
improve micro business financial performance. The business financial perfor-
mance may be determined with the strategic fit between the acquired entrepre-
neurial orientations and the financial performance goals. With this fact, it is
important to examine the influence of entrepreneurial orientation on micro

business financial performance considering the contingency view.

2.2. Empirical Literature Review

Entrepreneurial Orientations and Firm’s Financial Performance

Entrepreneurial orientations were found to have significant influence on firm’
performance (Lumpkin & Dess, 2001; Mahmood & Hanafi, 2013; Radipere,
2014; Syed et al., 2017).

Syed et al. (2017) conducted a study on entrepreneurial orientation and busi-
ness performance of manufacturing sector small and medium scale enterprises
in Punjab Pakistan and revealed a significant relationship between entrepre-
neurial orientations and firm’s performance. However, the aforesaid study in-
volves the manufacturing sector only and excluded other business categories i.e.
trade and services. Lumpkin and Dess (2001) conducted a study which linked
two dimensions which are entrepreneurial orientation to firm performance the
focus being the mediating role of environment and industry life cycle. The study
investigated how entrepreneurial orientations are related. Also, the study aimed
to explain how their functions differ in the environments in which firms exhibit
the orientations to strategy making. The findings revealed that firms in hostile
environment or in industries, where competition of customers and resources is
intense, are more likely to benefit through entrepreneurial orientations. Howev-
er, the study by Lumpkin and Dess (2001) was conducted in the United States of
America where the contextual characteristics might not be similar to Tanzania.

In addition, Mahmood and Hanafi (2013) conducted a study on entrepre-
neurial orientation and business performance in Malaysia. It focused on com-
petitive advantage as a mediator. The study by Mahmood and Hanafi (2013) re-
vealed that there is significant relationship between entrepreneurial orientation
and business performance. However, the study by Mahmood and Hanafi (2013)
considered business performance as a single dimensional factor and not mul-

ti-dimensional factor. Entrepreneurial orientations may have different influence

DOI: 10.4236/0jbm.2021.93068

1268 Open Journal of Business and Management


https://doi.org/10.4236/ojbm.2021.93068

R. M. Nyello, N. Kalufya

on the individual performance indicators.

The same argument that entrepreneurial orientations significantly influence
business performance was supported by several other studies (Such as Kraus et
al., 2012; Rosenbusch et al., 2013; Lechner & Gudmundsson, 2014; Kollman &
Stockman, 2014; Radipere, 2014). With this fact it is likely that entrepreneurial
orientation has an influence on the reduction of business sales and costs. For in-
stance, it is possible that the possession of suppliers’ information as a result of
proactive behaviour may reduce the business operating costs. Hence, it is likely
that entrepreneurial orientation to have an influence on micro business costs.
Entrepreneurial orientation may also potentially influence business sales. The
business led by the business owner/operator with entrepreneurial mindset is ex-
pected to perform higher financially through the exploitation of market oppor-
tunities. However, prior studies (like Hughes & Morgan, 2007; Kraus et al., 2012;
Lechner & Gudmundsson, 2014) argue that entrepreneurial orientation dimen-
sions have different effect on firm performance. On the contrary, other prior stu-
dies (like Wang & Yen, 2012; Kollman & Stockman, 2014) argue that all entrepre-
neurial orientations have the same influence on firm performance.

Proactive Behaviour and Firm Financial Performance

Proactive behavior may have an influence on the firm’s financial performance.
Syed et al. (2017) attest that proactive behaviour influences business perfor-
mance by maintaining business position in the market. Likewise, Rezaei and
Ortt (2018) argue that proactiveness has the positive influence on sales and
market performance of a firm. In this case, proactive behavior in a firm may en-
able a firm to financially perform well because of its ability to influence the
market behavior and make a firm a market leader. Supporting the previous em-
pirical studies, Brege and Kindstrom (2020) described the proactive market
strategies that make a firm being successful. These strategies include market
shaping, customer engagement and innovation leadership. But the aforesaid
study was a qualitative study and conducted in the developed economy. Lump-
kin and Dess (2001) also argue that proactive behavior has the positive influence
on the firm’s financial performance. However, authors measured financial per-
formance in terms of sales growth only while financial performance is a multi-
dimensional variable measured by more than one dimensional item. This im-
plies that whose findings cannot be generalized to the firms operating in the de-
veloping economies because they have different characteristics i.e. majority be-
ing quite informal. Despite the limitations of some of the prior empirical litera-
ture, the article hypothesized that:

H,.: Proactive behaviour positively influences micro business sales.

H,: Proactive behaviour negatively influences micro business costs.

Risk-Taking Behaviour and Firm Performance

There have been different arguments on the influence of risk taking behavior
and firm performance. For instance, Kraus et al. (2012) claim that risk orienta-

tion has an influence on business growth. Davis, Bell, Pyne and Kreiser, (2010)
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revealed that top managers with high tolerance risk behavior positively impact
firm’s performance. Likewise, Lumpkin and Dess (2001) argue that risk taking
has an influence on business financial performance because they influence busi-
ness sales growth. However, the study treats financial performance as a single
dimensional variable while it a multidimensional variable explained by more
than one item. Prior empirical studies (i.e. Carton & Hofer, 2006; Madr-
id-Guijarro et al., 2007; Ahmad & Ghan, 2010) argue that business performance
is the multidimensional factor. On the contrary, other studies (like Hughes &
Morgan, 2007; Lechner & Gudmundsson, 2014; Kollman & Stockman, 2014)
agree that risk taking behavior has negative effect on firm performance.

More specifically, Rezaei and Ortt (2018) argue that risk-taking behavior has
negative influence on the production performance of firm. Olaniran, Namu-
songe and Muturi (2016) argue that risk-taking behaviour have negative rela-
tionship with both returns on assets (ROA) and returns on equity (ROE). De-
spite the fact that the aforesaid study explains the influence of risk-taking beha-
viour on the financial performance of firm, it only focused on the firms that
were listed in the Nigeria Stock Exchange. However, Kosa, Mohammad and Aji-
bie (2018) came up with the qualitative information to explain why risk-taking
behavior has negative influence on firm performance.

Kosa et al. (2018) found that the calculated risks had negative influence on
firm performance. They further revealed that most managers are not willing to
allow their employees to take the calculated risk i.e. to try new ideas or products.
Instead, only managers are struggling to search for new opportunities which
promote risk-aversion behaviour among the employees. But they admit that ex-
treme risk taking can negatively affect the organization because it bears the un-
desirable risks including, but not limited to, loss of money, equipment, key per-
sonnel and hence poor performance. In this fact, Kosa et al. (2018) advocate for
the organizations to take the calculated risk meanwhile allow their employees to
take it. Based on the aforementioned discussion, the article hypothesized that:

H,.: Risk taking behaviour positively influences micro business sales.

Hyy: Risk taking behaviour positively influences micro business costs.

3. Research Methods

The article adopted the cross sectional design because data were collected only
once and businesses were divided into three sub-groups i.e. those dealing with
trade, services and manufacturing. According to the Tanzania Ministry of In-
dustry and Trade (2012), businesses are divided into three groups i.e. the ones
dealing with trade, services and manufacturing. Wang & Cheng (2020) argues
that the cross-sectional research design enables the researcher to have a greater
control over precision of estimates in sub-groups. Moreover, the article adopted
the deductive approach. According to Holloway (1997), the deductive approach
begins with the predetermined hypothetical relationship between research va-

riables or theoretical framework and use the collected data from the field to con-
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firm or verify it. This article intended to examine an influence of entrepreneurial
orientations on financial performance. It firstly examined the cause-effect rela-
tionship between entrepreneurial orientation and micro business financial per-
formance. It also developed the theoretical framework that was supposed to be
confirmed. For this reason, the article used deductive approach whereby the
theoretical framework was initially developed and data were used to confirm it.

The article was conducted in Dar es Salaam City, Mbeya City, Morogoro re-
gion and Manyara region. Mbeya and Dar es Salaam were chosen because they
have relatively higher business densities while Manyara has relatively lower
business density (MoIT, 2012). Also, Dar es Salaam was chosen since it was also
considered as the commercial city and business hub (NBS and Regional Com-
missioner’s Office, 2014). According to the household budget survey (HBS) of
2012, the main income generating activity for Dar es Salaam residents was the
sales of goods, purchases from suppliers for resale (trade) and sales of manufac-
tured products (manufacturing) which made a total of 88.4% (NBS and Regional
Commissioner’s Office, 2014). Morogoro region was chosen because its business
structure has been experiencing an increase in informal or petty trade sector
which is formed by street vendors and artisans who are still at the micro level
(Adahl, 2007). In this vein, Morogoro region was chosen because of an increase
in micro businesses in its business structure and moderate business density
(Adahl, 2007; MolIT, 2012).

In between 2006 and 2009, Manyara region was regarded as one among the
poorest regions in the country with the regional per capita income of TZS
313,894 per person (SIDO, 2009). However, in 2012, Manyara region was the 8
region in terms of high regional per capita GDP, amounted to TZS 1,494,161
(NBS, 2013) and the region is no longer regarded as one of the poorest regions in
Tanzania. Despite its impressive economic performance, Manyara region is said
to be one of the regions that have the relatively lower micro business density in
Tanzania (MoIT, 2012). Hence, the selection of the mentioned research areas
eliminated sample biasness because the whole business population basing on
their densities was well represented.

Population of the article consisted of micro businesses operating in Tanzania
Mainland. The micro businesses are the largest employers of Tanzanians com-
pared to other businesses and they are estimated to be 3,059,906 (MoIT, 2012).
Out of them, those dealing with trade are 1,710,884, services are 942,596, and
manufacturing are 406,426 (MolIT, 2012). Most of these businesses are sole pro-
prietorships and quite informal, i.e. not registered and licensed, even though
they contribute in the economy in terms of employment creation. The units of
enquiry were micro business owners and operators who were expected to have
adequate information on the business financial performance and adequately in-
volved in the day-to-day management of a business. This is supported by Yang
(2008) who argues that business owners /top managers (operators) are the most

informed individuals about their firm’s overall operational activities.
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The stratified sampling technique was used to sample the respondents used in
this article. This technique was used because micro businesses were catego-
rized into three groups, namely the ones that were dealing with trade, services
and manufacturing. It was important to identify the mentioned categories be-
cause the article intended also to gather information on the influence of entre-
preneurial orientations on micro business financial performance across micro
business categories. In addition, the use of an adequate and unbiased sample size
is one of the important decisions because it determines the extent to which the
research findings present the entire population. Different authors argue for the
need of having an adequate sample size in quantitative studies. For example,
Hair et al. (2010) argue that a sample size of at least 100 is required for the use of
parametric tests. In order to get reliable results, Roscoe (1975) recommended a
sample size that ranges between 30 and 500 respondents. A sample size of 200 is
adequate for the use of parametric tests and ensuring the reliable results (Yuksel
et al., 2010).

Moreover, Krejcie and Morgan (1970) developed a standardized table which
indicates that the sample size should be 384 when the population size is at least
100,000 at the significance error of 0.05. The sample size of this article was 400
micro businesses and the population size was 3,059,906 micro businesses and
388 respondents were contacted and involved in this article. This article applied
Taro Yomane’s formula (i.e. S = n/(1+ n(e)z) as cited by Ahuja, (2001) to de-
termine the sample size. The sample size was calculated at 5% margin error and
95% confidence interval in order to arrive at the maximum sample size. More

clarifications are shown in the following mathematical calculation:
S=N/1+N(e)’
=3,059, 906/1+ 3,059, 906(0.05)2

=3,059,906/1+ 7650.765
=399.9 = 400

Table 1 shows the population size, sample size and the distribution of sample
size basing on micro business categories, namely trade, services and manufac-
turing. It also shows the number of micro business were multiplied by propor-
tions in order to determine the sample size in each category. With reference to
the same table presented thereafter, the sample size of micro business dealing

with trade was 224; services, 123; and manufacturing, 53 which made a total

Table 1. Sample size at 5% sample error.

S/N  Business Category = Number of Micro businesses  Proportion* Sample Size*

1 Trade 1,710,884 0.559 224
2 Service 942,596 0.308 123
3 Manufacturing 406,426 0.133 53

Total 3,059,906 1.000 400

Source: MolIT (2012), and *Researcher’s Calculations.
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sample size of 400:

This article used the questionnaire to collect data from the respondents. The
researchers administered the questionnaire in order to collect the quantitative
data. The questionnaire was designed in the Likert Scale of 5 points (1 = strongly
disagree to 5 strongly agree). Many scales have been developed and are used to
measure the perceptions of people towards a given research variable (Hinkin,
1995). However, the Likert scale of five points was adopted because an increase
in the scales from five to seven or nine points does not improve the reliability of
ratings (Elmore & Beggs, 1975). Also, the article focused on the composite scores
and not the single item. This is because the composite scores are more reliable
than the single item (Bisbe et al., 2006).

In data analysis, this article applied Mean, percentages and Structural Equa-
tion Modeling (SEM) analysis to analyse the collected data. Mean scores were
applied in order to rank the key variables with their specific items while percen-
tages were used to analyse respondents’ and micro business’ profile. The path
analysis as the structural equation modeling technique was used in this article to
test the hypotheses. The path analysis is the structural equation modeling that
examines the “web” of relationship among the research variables (Jackson et al.,
2005) which is also known as structural relationship (Hair et al., 2010) using
path diagram.

In using SEM, the researchers assessed the goodness of fit indices, namely ab-
solute fit indices, incremental fit indices and parsimony fit indices. The absolute
fit indices include Goodness of Fit Index (GFI) and Root Mean Square Error
Approximation (RMSEA) which were used to examine the extent to which the
prior model fits well the data (McDonald & Ho, 2002). The recommended GFI is
0.90 (Byrne, 2010) or the value closer to 0.90 (Thadani & Cheung, 2011). On the
other hand, the recommended RMSEA should be less than 0.08 (Hoe, 2008;
Steiger, 2007 cited by Hooper et al., 2008). However, Browne and Cudeck (1993)
argue that RMSEA value of 0.08 indicates that the model fairly fits the data.

The incremental fit indices basically compare the Chi square value and base-
line model to demonstrate the fitness of good model (Miles & Shevlin, 2007).
The incremental fit includes Adjusted Goodness of Fit Index (AGFI) which is
obtained by adjusting GFI basing on the degree of freedom (Tabachnick & Fi-
dell, 2007). The Comparative Fit Index (CFI) is one of the Incremental Fit In-
dices that assesses the extent of un-correlation of the latent variable and attempt
to compare the sample covariance matrix (ibid). The CFI’s recommended index
is at least 0.90 (Hair et al., 2010) while AGFI should be at least 0.80 (Chau & Hu,
2001). In the case of parsimony fit, CMIN was calculated in order to examine the
goodness fit of the model. It is calculated by dividing the chi-square (A?) with the
degree of freedom (df), and it is recommended to be less that 5.0 (Bollen, 1989;
Ullman, 1996).

The Cronbach’s alpha coefficient was calculated in all variables in order to as-

sess the internal consistency of the variables. Nunnaly (1967) argues that the
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Cronbach’s alpha coefficient of at least 0.7 indicates an acceptable reliability sta-
tistic testing level. The Cronbach’s alpha coefficient was at least 0.7 in all va-
riables i.e. entrepreneurial orientation, business sales revenue and business costs.
This indicates that all the tested items measured their constructs/variables. The
construct reliability and validity were also assessed to ensure the reliability and
validity of article findings. The value of construct reliability (CR) in Table 2
shows that the CR was attained in each factor. This was because CR coefficients
were higher than 0.7, the recommended value for CR coefficient. The AVE coef-
ficients were all above 0.5 which indicated that the convergent validity in each
construct had been attained. In the case of discriminant validity, the square root
values of AVE were higher than the inter-factor correlations as shown in Table
2.

Table 2 includes the CR, AVE, square root values of AVE and inter-factor
correlations that were used to assess the CR, convergent validity and discrimi-
nant validity. CR coefficients in Table 2 were between 0.857 and 0.967 which
were higher than the cut-off point of 0.7. AVE values were in between 0.504 and
0.914 that were higher than the cut-off point of 0.5 and indicated that there was
convergent validity. Moreover, the square root values of AVE in all constructs
were higher than the inter-factor correlations which indicated that there was

discriminant validity.

4. Research Results

4.1. Demographic Characteristics of the Respondents

In the process of collecting quantitative data, 400 self-administered question-
naires were distributed to the respondents throughout the four regions, namely
Dar es Salaam, Manyara, Mbeya and Morogoro. However, 388 questionnaires
(97%) out of 400 questionnaires were collected. Also, 224 questionnaires were
distributed to respondents from micro businesses dealing with trade and 214
questionnaires (96%) were actually collected. In the service sector, 121 ques-
tionnaires (98%) out of 123 questionnaires were collected. In the manufacturing
sector, 53 questionnaires were distributed and all (100%) were collected from the
respondents.

Out of the 388 business owners/operators, 315 (81.2%) respondents were mi-

cro business owners and 73 (18.8%) respondents were micro business operators.

Table 2. Reliability and Validity Tests.

Entrepreneurial Sales
S/IN Variable CR AVE Orien‘fation (EO) Revenue Costs
1 EO 0.857 0.524 0.724
2 Sales Revenue 0.938 0.654 0.653** 0.809
3 Costs 0.967 0.914 —0.343** —0.410%* 0.956

Source: Field Data. Note: The shaded figures are the square root values of AVE. **means it is significant at
0.01.
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Also, 209 (53.9%) respondents were female and 179 (46.1%) were male. Basing
on the marital status, 188 (48.5%) of the respondents were married, and 109
(28.1%) of the respondents were single. Respondents who were divorced were 20
(5.2%), widows/widowers were 63 (16.2%) and others were 8 (2%). Others in-
cluded the ones who were separated or living together but not yet married. In
terms of age, respondents whose age was between 20 and 25 years were 143
(36.9%). Moreover, respondents whose age interval was in between 46 and 55
were 107 (27.6%) and 26 - 45 years were 105 (27.1%). Only 33 (8.5%) of the res-
pondents were between 56 and 60 years old.

In terms of business experience, the majority of the respondents ie. 240
(61.9%) had been engaged into the business for the period of 2 to 4 years. In ad-
dition, 140 (36.1%) had a business experience of 5 to 9 years and only 8 (2%)
respondents had a business experience of at least 9 years. Basing on educational
level, 196 (50.5%) of the respondents had primary school education while in the
higher end, 7 (1.8%) of the respondents had postgraduate qualification. More
details are shown in Appendix 1.

4.2. Enterprise Characteristics

The research involved 388 micro businesses from Dar es Salaam, Mbeya, Moro-
goro and Manyara. Out of 388 micro businesses, 150 (38.7%) micro businesses
were from Dar es Salaam, 155 (39.9%) from Mbeya, 42 (10.8%) from Morogoro
and 41 (10.6%) were from Manyara. The majority of the contacted micro busi-
nesses dealt with trade followed by the ones that dealt with services. The descrip-
tive statistics show that 214 (55%) micro businesses were in trade, 121 (31%)
dealt with service provision and, 53 (14%) were the manufacturing businesses.

In terms of ownership, 327 (84.3%) micro businesses were sole proprietorship
businesses while 61 (15.7%) were partnership businesses. In the case of partner-
ship, the contacted micro businesses were said to be owned by the family and
close relatives. Moreover, 295 (76%) micro businesses were established in the
past 2 to 4 years while 85 (22%) had 5 - 7 years since their establishment. Only 8
(0.8%) micro businesses were established at least 8 years ago. Summarised in-

formation are shown in Appendix 2.

4.3. Description of Key Variables

4.3.1. Entrepreneurial Orientations

Entrepreneurial orientations included proactive behavior and risk taking beha-
vior. Generally, application of proactive behavior and risk taking behavior was at
a medium level with a Mean score of 2.97 and 3.01 respectively. Despite the fact
that the application of proactive behavior by micro businesses was at the me-
dium level, business forecasting and, introduction of new products and business
strategy before competitors were the leading factors under proactive behavior
with a Mean score of 2.96 and 2.90 respectively. Under risk behavior, the adop-
tion of bold strategy to maximise the probability of exploiting opportunities un-
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der uncertainties was the leading factor (M = 3.02). But, comparatively, most of
micro business owners/operators who demonstrated entrepreneurial orienta-
tions, were more of risk takers (M = 3.01) than being proactive (M = 2.97). Also,
the Mean scores of the specific items for proactive behavior ranged between 2.88
to 2.96 while for the risk-taking behavior ranged between 3.00 and 3.02. Sum-

marised information are shown in Appendix 3.

4.3.2. Business Sales Revenue

Most of the micro businesses reported the increase in business sales revenue (M
= 4.00). This was contributed by the fact that majority of micro businesses (i.e.
86%) were mobile money users and only 14% were non-mobile money users.
Specifically, majority of micro businesses reported the steady increase in sales
revenue (M = 4.03), increase in sales from neighboring individual customers (M
= 4.01), return on sales above expectation (M = 4.01) and cash sales (M = 4.01).
However, the moderate number of micro businesses reported an increase in sales
from distant customers (M = 3.04). Summarised information are shown in Ap-

pendix 3.

4.3.3. Business Costs

Generally, the majority of micro businesses reported the decrease in business
costs (M = 3.62) despite the fact that they were slightly below the ones reported
an increase in sales revenue (M = 4.00). Specifically, majority of micro business-
es reported the decrease in purchase costs (M = 4.21), decrease in transaction
costs per single purchase (M = 4.03), and the low transaction costs of receiving
money (M = 3.61) and sending money (M = 3.50). However, the moderate
number of businesses reported the decrease in the costs of sales (M = 2.64), fol-
low-up costs (M = 2.63) and transaction cost per sales (M = 2.61). Summarised

information are shown in Appendix 3.

4.4. Assumptions for Using SEM

Assumptions were tested to examine whether SEM could be used to analyse the
collected data. These assumptions included the test for linear relationship, mul-
ticollinearity, normal distribution and outliers. The normal probability to prob-
ability (P-P) plot was used to test for linearity and indicated that there was a li-
near relationship among variables. In the case of multicollinearity, value inflated
factor (VIF) and tolerance value showed that there was no multicollinearity
problem because VIF values of all variables were less than 10 while tolerance
values were more than 0.1 as suggested by Williams (2015). The results from the
outlier labeling test also indicated that there were no outliers. Results from Sha-
piro Wilks W test also showed that data were normally distributed because it
was insignificant in all variables. The model fit indices also revealed that model
fitted the data well. CMIN/df was 1.532. GFI = 0.946; AGFI = 0.929; CFI = 0.987
and RMSEA = 0.07. The Chi-square of 199.137 was insignificant at 0.142 which

indicated that the departure of data from the model was insignificant.
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4.5. Entrepreneurial Orientations and Micro

Business Financial Performance
4.5.1. Proactive Behavior and Business Financial Performance
The article hypothesized that proactive behavior influences micro business sales
and costs. The structural equation modeling results revealed that proactive be-
havior had significant positive relationship with business sales (f = 0.82, sig at
0.001). The results further revealed that proactive behavior had significant nega-
tive relationship with business costs. The path coefficient was —0.52 and signifi-
cant at 0.001. In this case, micro businesses that were proactive performed well
financially because the business sales were increasing while business costs were
decreasing.

With this fact, Hi, and Hy, were fully supported. However, the findings also
revealed that the proactive behaviour had more influence on the business sales than
the business costs because the Beta coefficient (B) on proactive behaviour-business
sales relationship was 0.82 while that of proactive behaviour-business cost rela-
tionship was —0.52. Specifically, the influence of proactive behaviour on micro
business sales were attributed by an ability of entrepreneurial micro business
owner or operator on business forecasting, introduction of new products and
business strategy before competitors, commencing of actions before competitors

and responding to actions initiated by competitors.

4.5.2. Risk Taking Behavior and Micro Business Financial Performance

The results revealed that risk taking behavior insignificantly influenced business
sales (B = 0.07, Sig. at 0.094) and business costs (f = 0.13 Sig. at 0.109). In this
fact, Hy,was supported while Hy, was rejected. The results thus showed that risk
taking behavior increased business sales but did not have an influence on busi-
ness costs. In this fact, strong tendency for moderate risk behavior, adoption of
cautious “wait and see” strategy uncertainty and adoption of bold strategy to
maximize probability of exploiting opportunities under uncertainties by micro
business owners/operators largely influenced the micro business sales. The in-
significant influence of risk taking behaviour on micro business costs was attri-
buted by the relatively low influence of risk taking behaviour on the purchase
cost and the transaction cost per single purchase. Figure 1 presents the summary

of the results.

5. Discussion of Findings

The article hypothesised that proactive behavior influences micro business sales
and costs. The results showed the significant positive influence of proactive be-
havior on business sales and significant negative influence business costs. This
implies that proactive behaviour significantly influenced micro business finan-
cial performance. The results were in line with the results of other empirical stu-
dies (such as Lumpkin & Dess, 2001; Mahmood & Hanafi, 2013; Semrau et al.,
2016; Rezaei & Ortt, 2018). Lumpkin and Dess (2001) argue that proactive
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Figure 1. Indicates the direct relationship between entrepreneurial orientations and

business financial performance. Entrepreneurial orientations were proactive behavior and
risk taking behavior while the financial performance indicators were business sales and
business costs. The path coefficient of proactive behavior and business sales was 0.82
while that of proactive behavior and business costs was —0.52. On the other hand, the
path coefficient between risk taking behavior and business sales was 0.07 and that of risk
taking behavior and business costs was 0.13.

behaviour have an influence on firm financial performance which was measured
in terms sales growth. Rezaei and Ortt (2018) also confirm that proactive beha-
viour has an influence on firm sales and market performance. The results were
also in line with the study by Semrau, Ambos, & Kraus (2016) who contend that
proactive behavior enhances ability to perform well.

The mentioned empirical studies revealed the positive relationship between
entrepreneurial orientations and business performance. However, this article
went further to explain the influence of proactive behaviour on business sales
and costs as the individual dimensions of financial performance. In this case, the
article revealed that proactive behaviour has relatively higher influence on busi-
ness sales than in business costs despite the fact its influence in business sales
and costs were both significant. The results were also in line with the contingen-
cy approach of examining entrepreneurial orientations and firm performance as
shown by Lumpkin and Dess (2001). Lumpkin and Dess (2001), using the con-
tingency perspective, opine that proactive behavior enhances firm performance
under dynamic environments where business conditions are rapidly changing.

The results further revealed that risk taking behaviour has significant influ-
ence on micro business sales and insignificant influence on micro business costs.
This implied that risk taking behavior has different influence on business sales
and business costs. The results are supported with the prior empirical studies
(Davis, Bell, Pyne, & Kreiser, 2010; Kraus et al., 2012). For instance, Davis, Bell,
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Pyne, & Kreiser, 2010 argue that tolerance risk behaviour by top managers posi-
tively influences firm performance. Kraus et al. (2012) also argue that risk orien-
tation positively influences business growth. On the contrary, other empirical
studies (such as Hughes & Morgan, 2007; Lechner & Gudmundsson, 2014;
Kollman & Stockman, 2014) argue that risk taking behaviour has negative in-
fluence on firm performance. It was also supported by Olaniran et al. (2016)
who opine that risk taking behaviour has negative influence on return on assets
(ROA) and return on equity (ROE). However, Olaniran et al. (2016) focused on
the firms that were listed in the Nigerian Stock Exchange only. Likewise, Rezaei
and Ortt (2018) argue that risk taking behaviour negatively influences produc-
tion performance. Furthermore, Kosa et al. (2018) contend that risk-taking be-
haviour has a negative influence on firm performance. However, they recom-
mended that a firm should take a calculated risks meanwhile allow their em-
ployees to take it in order for the risk-taking behaviour to positively influence

firm performance.

6. Conclusion

The article examined the influence of entrepreneurial orientation and micro
business financial performance. Specifically, the article examined the influence
of proactive behavior and risk taking behavior on business sales and business
costs. The results revealed that proactive behavior had a significantly positive in-
fluence on micro business financial sales and significantly negative influence on
business costs. It was also revealed that risk-taking behavior had significantly
positive influence on micro business sales only. Moreover, proactive behaviour
and risk-taking behaviour have different influence on business sales and busi-
ness costs. The proactive behaviour has different influence on business sales and
costs. The proactive behaviour has relatively higher influence on business sales
than on business costs.

Regarding the proactive behaviour, majority of micro business own-
ers/operators demonstrated entrepreneurial ability on business forecasting, in-
troduction of new products and business strategy before competitors, com-
mencing of actions before competitors and responding to actions initiated by
competitors. The aforementioned proactive behaviour dimensions together ex-
plain the influence of proactive behaviour on micro business sales and costs.
Moreover, strong tendency for moderate risk behavior; adoption of cautious
“wait and see” strategy uncertainty and; adoption of bold strategy to maximize
probability of exploiting opportunities under uncertainties together explain the

influence of risk-taking behaviour on business sales.

7. Recommendations

Recommendations were divided into two categories, i.e. recommendations to the
government and recommendations to the micro business owners and operators.

In addition, recommendations were guided by the research results. The follow-
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ings are the recommendations that are suggested by this article:

7.1. Recommendations to the Government

Proactive behaviour was found to have significant influence on micro business
financial performance. It was revealed that micro businesses performed well fi-
nancially when a micro business owner/operator is entrepreneurially oriented.
This implies that businesses that are led by business owners/operators who are
entrepreneurially oriented perform better financially. Due to this, it is important
for the government to promote the development of entrepreneurial orientation
among micro business owners/operators in order to improve micro business fi-
nancial performance. The government may enhance entrepreneurial ability of
the existing and potential micro business owners/ operators if the following
things are implemented:

e Introduce entrepreneurship education from the nursery school to the higher
learning institutions. Tanzania introduced the National Entrepreneurship
Education and Training Framework for the sake of guiding formal and in-
formal entrepreneurship education and trainings. In case of formal educa-
tion, the Framework requires an introduction of entrepreneurship education
programmes from the nursery level to the higher learning institution. How-
ever, the reality is different whereby entrepreneurship educational pro-
grammes are widely implemented at the higher learning institutions which
eave the majority of Tanzanians at the lower educational levels, hence less
equipped with entrepreneurial skills,

e Ensure the effective coordination, monitoring and evaluation of entrepre-
neurial trainings in the country. This may include certification of all institu-
tions that offer entrepreneurial trainings outside the formal schooling system,

e Strengthen the National Economic Empowerment Council and other related
institutions to spread entrepreneurial knowledge, skills and awareness in the
country,

e To translate the National Entrepreneurship Education and Training Frame-
work into Kiswahili to guide the entrepreneurship trainings at the local level,

e Through the Ministry of Education and Vocational Trainings, the govern-
ment may establish entrepreneurship clubs and inter-school entrepreneur-
ship competitions,

e The government, through local government authorities, may establish entre-
preneurship hubs at the district level to promote and coordinate all entre-

preneurship activities at the district level.

7.2. Recommendations to the Micro Businesses

Micro business owners/operators should entrepreneurially orient themselves in
order to proactively identify and exploit both opportunities in the neighbouring
and distant markets meanwhile reducing the business costs. Through proactive

and risk-taking behaviour, micro businesses can be able to identify market cha-
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racteristics and demands, and new market opportunities that improve business
sales revenue while looking for the cheapest sources of business inputs. The mi-
cro businesses may promote their proactive behaviour to influence both business
sales and business costs meanwhile promoting risk-taking behaviour to influ-
ence business sales. Micro businesses should therefore develop their entrepre-
neurial capability. This can be achieved by attending entrepreneurship trainings
that some of them are fully funded. Moreover, they may form their association,
on the sectoral basis that can improve their ability to organise and access profes-

sional entrepreneurial trainings.

8. Limitations

Entrepreneurial orientations may not have the same influence on business fi-
nancial performance across micro business sectors. In Tanzania, micro busi-
nesses have been categorised into three groups. There are micro businesses that
are dealing with trade, services and manufacturing (MoIT, 2012). The men-
tioned micro business sectors differ in terms of business characteristics which
may result to a different influence of entrepreneurial orientations on micro busi-
ness financial performance. This article did not consider the influence of entre-
preneurial orientations on micro business financial performance across their sec-
tors. However, it does not dispute the fact that entrepreneurial orientations influ-
ence micro business financial performance. Focusing on micro business sectors,
the findings would explain whether entrepreneurial orientations have different
influence on micro business financial performance across their sectors.

In addition, the article used quantitative research methods which were not
able to provide in-depth information on some of the findings. For instance, the
article finding revealed that risk-taking behaviour does not have an influence on
business costs. It was further revealed that proactive behaviour has higher influ-
ence on business sales than on business costs. The aforementioned findings de-

mand the qualitative information to explain the reasons for such findings.

9, Area for Further Studies

The article finding revealed that risk-taking behaviour does not have an influ-
ence on business costs. It was further revealed that proactive behaviour has
higher influence on business sales than on business costs. In this fact, it is rec-
ommended that the qualitative study should be carried out in order to have
in-depth information on the aforementioned relationships. Furthermore, it is
important to research on the influence of entrepreneurial orientations on busi-
ness financial performance across micro business categories, i.e. trade, services

and manufacturing.
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Appendices

Appendix 1. Demographic Characteristics

S/No. Details Category Frequency Percent

Male 179 46.1
1. Sex Female 209 53.9
Total 388 100
20-25 143 36.9
26 - 45 105 27.1
2 Age 46 - 55 107 27.6
55-60 33 8.5
Total 388 100
Single 109 28.1
Married 188 48.5

Divorced 20 5.2

3 Marital Status

Widow/ widower 63 16.2

Others 8 2
Total 388 100

Postgraduate qualification 7 1.8

Degree/Advanced Diploma 11 2.8

Ordinary Diploma 18 4.6

Certificate 15 3.9
Vocational/Technical Training 50 12.9

4 Educational Level

“A” Level Education 20 5.2
“O” Level Education 47 12.1
Primary School 196 50.5

No formal schooling 24 6.2
Total 388 100
2-4 240 61.9
5 Business Experience 5-9 140 36.1

(in years) Above 9 years 8 2
Total 388 100
Micro business owners 315 81.2
6 Category of Micro business operators 73 18.8

respondents

Total 388 100
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Appendix 2. Enterprises’ Characteristics

S/No. Details Category Frequency Percent
Dar es salaam 150 38.7
Mbeya 155 39.9
1. GeograPhical Morogoro 42 10.8
location
Manyara 41 10.6
Total 388 100
Trade 214 55
Services 121 31
2 Business category
Manufacturing 53 14
Total 388 100
Sole proprietorship 327 84.3
3 Ownership structure Partnership 61 15.7
Total 388 100
2-4 295 76
Establishment period 57 85 22
(years) Above 7 8 2
Total 388 100
Appendix 3. Descriptive Results
SIN Variable/Item Mean Remarks
1 Proactive Behaviour 2.97 Medium
1.1 Responding to actions initiated by competitors 2.9 Medium
1.2 Event anticipation (Business forecasting) 2.96 Medium
1.3 Initiate actions before competitors 2.88 Medium
1.4  First to introduce new product and business strategy. 2.92 Medium
2 Risk taking behavior 3.01 Medium
2.1  Strong tendency for moderate risk behavior 3 Medium
2.2 Adoption of cautious ‘wait and see’ strategy uncertainty 3 Medium
23 Adoption' o.f bold strategy to'me').ximize probability of exploiting 3.02 Medium
opportunities under uncertainties
3 Business Sales Revenue 4 High
3.1 Increase in Sales Volume 4 High
3.2 Perceived increase in cash sales 4.01 High
3.3 Perceived return on sales above the expectation 4.01 High
3.4  Sales growth is good 3.98 High
3.5  Steady increase in sales 4.03 High
3.6  Sales is relatively higher than competitors sales 4 High
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Continued
3.7  Perceived increase in sales from neighboring customers 4.01 High
3.8 Perceived increase in sales from distant customers 3.04 Medium
4 Business costs 3.62 High
4.1  Decrease in transactions costs per sales 2.61 Medium
4.2 Decrease in transaction cost per single purchase 4.03 High
4.3 Perceived decreased cost in purchase 421 High
4.4  Perceived decrease in cost of sales 2.64 Medium
4.5  Decrease in follow-up costs 2.63 Medium
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