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Abstract
The paper aims at proposing a model leading to finding out the determinants of successful provision of useful business development services (BDS) in Tanzania’s SMEs market. To this end, the paper specifically aims to; first, examine the extent to which BDS demand side factors affect the successful provision of useful BDS. On this the study hypothesized that there are some special services that SMEs require for their development and growth. These include services that will guide them to innovations, customer satisfaction, business strategies and awareness.  The second objective is to examine the extent to which BDS supply-side factors influence the successful provision of BDS.Here, the study hypothesized that factors on the supply-side (i.e., creativity and innovation of services), improve their BDS business strategies and develop a high class capacity of their BDS experts. The third objective is toexamine the extent to which government supports to BDSPs influences successful provision of useful BDS.It is recommended that BDSPs must provide services that are of great need to SMEs (demand driven factors), and they must be creative and innovative enough to bring changes and provide solutions that will assist the growth and development of the SMEs sector (supply side). Finally, the government has a role to play on business formalization, access to finance and regulatory framework. The paper concludes that, for BDS to be successful and useful in the Tanzania market there must be a good combination of all the three positions namely The BDSPs must provide services that are of great need to the SMEs (that is Demand driven factors), and they must be creative and innovative enough to bring changes and provide solutions that will assist the growth and development of SMEs sector (that is supply side). Finally the government has its role to play on business formalization, access to finance and regulatory framework.

Introduction and Background to the paper

Big businesses have enjoyed much support from financiers, governments and other stakeholdersfor years. However, this situation is changing quickly in all economies of the world (Scarborough &Zimmerer, 2006). Currently, emphasis of support is shifting towards the development of small and medium-sized enterprises (SMEs) partly because their contribution in economic growth. The development of SMEs has long been regarded as crucial for the achievement of broader development objectives. It is now increasingly recognized that the SMEs play a crucial role in employment creation and income generation in Tanzania (URT, 2002). Studies in developing countries show that SMEs have greater economic benefits than large firms in terms of employment generation, efficiency and growth since they use more of what a country possesses, and less of what it lacks (Assefa, 1997). 
Empirical evidence shows that a growing and dynamic SMEs sector can contribute to the achievement of a wide range of development objectives, including the attainment of healthy income distribution, poverty reduction, creation of employment (Daniels &Ngwira, 1993); and the production of goods and services that meet the basic needs of the poor (Cook &Nixson, 2000). Despite the large contribution of SMEs in a country’s development and economic growth, their growth and development in the developing countries face a lot of challenges. These include difficulties in accessing financial credits, poor managerial skills, lack of skilled staff, uncontrolled growth, lack of government business support services, serial and historical traditions, high cost of inputs, advocacy capacity, inadequate quality control, and cultural environment (Cook &Nixson, 2000; ILO, 2003;Mbura, 2013). 
Business development services (BDS) refers to a wide range of non-financial services critical to the entry, survival, productivity, competitiveness, and growth of micro and small enterprises (Olomi, 2009). Generally, BDS have been pointed to contribute to the growth of SMEs not in its own context but as part of the additional services provided by MFIs to clients (Kessy&Temu, 2010). This is because MFIs not provide BDS as a core product: they are only given to clients as an additional service to enable them to manage the credits effectively. This limited scope of the provided services makes BDS have little impact on business development (Esim, 2001). As distinct from MFIs, non-MFIs business development service providers offerit as their core product, which make the service provided to focus absolutely on business development with no other backside interests such as credit protection. This enables their services to have great contribution to the growth of SMEs to both MFIs and non-MFIs clients.
The growth of the SMEs sector is believed to have resulted to more opportunities to BDS providers (BDSPs), but still poor business development services is said to be one of the challenges facing the SMEs sector (URT, 2002). This implies that the sector is still weak, and it has not been able to provide the services successfully. Yet, there are inadequate studiesregarding the factors that can enable BDSPs to successfully provide useful BDS for SMEs growth in Tanzania. This study, therefore, aims at bridging this knowledge gap. It sets to find out factors determining successful provision of useful BDS by BDSPs in Tanzania.
Problem Context

Until the early 1990s, the SMEs business support model was heavily supply driven. Support was predominantly centrally organized and administered by governments, and heavily financed by foreign donors. This approach was deemed appropriate in many developing countries, where markets for BDS suffered from the lack of information among SMEs about the services needed and their potential benefits. The impact of the services could not be demonstrated, and thus business operators were not willing to pay for the services (Olomi, 2009).
In response to the above failure, the BDS market development approach was established in the early mid-1990s, when it became clear to many development agencies that, in comparison with the results of microfinance, after many years of funding and endeavor, BDS had produced disappointing results, especially with regards to outreach, impact, sustainability and efficiency (Otienoet al.,2013). The market development approach to BDS undoubtedly represents a move forward in an attempt to address some of the shortcomings of earlier large-scale publicly funded programmes. In particular, it puts a focus on demand-driven services that respond to market realities, rather than top-down supply-driven training and participatory methods that build on people’s existing experience and skills (Mayoux, 2006). 
Despite the move to market development approach to BDS, empirical evidence shows that many small enterprise programmes based on the new philosophy still continue to struggle to make an impact (SDC, 2000). In many BDS markets, services are still weak, with mismatch between BDS supply and demand; and discrepancies between the need for new services and willingness to pay (Olomi, 2009). This implies thatthe BDS market has not yet been able to operate efficiently and successfully.
A number of studies have been conducted with regard to BDS and BDS market but most do not show what determine the successful provision of BDS.  Dyer and Ross (2007) established a mediating role of business advisers on the performance of MSEs. Wren and Storey (2002) showed the usefulness of business support for MSEs. This demonstrates that most studies have been focusing on the usefulness of BDS provided by MFIs and non-MFIs BDSPs on SMEs growth. 
With the objective of trying to understand and assess the status of delivering (BDS) and identifying its prospects and challenges, the Ethiopian Development Research Institute (2003) conducted a survey of MSE operators in BDS in Ethiopia. The results indicated that there were very limited BDS providers in the sector, who delivered limited services to few MSE operators. The results therefore show very low BDS outreach. The most important constraints were mainly related to access to markets and finance. 

Kessy and Temu (2010) conducted a study on the impact of training as one of the BDS on performance of micro and small enterprises served by microfinance institutions in Tanzania. The results showed that enterprises owned by recipients of business training have higher performance compared to those owned by non-recipients of training services. This study implied that training services in business skills for Tanzanian micro and small entrepreneurs is vital for firms’ performance, growth and improved owners’ living standards, in addition to credit access. 
As Miller and Toulouse (1986) argued, research findings often differ systematically across different groups of firms and under different business environments. Therefore, findings in one business environment may not be applicable in another environment. Miehlbradt (2003) also noted that markets differ in that what may be a problem in some countries may not be in others, and that while there are some similarities among markets, there are many exceptions. Therefore, despite the situational analysis studies that have been carried out in other developing countries (e.g., in Ethiopia), more BDS market situational analysis studies need to be done in Tanzania. Such studies are needed to identify factors behind successful provision of useful BDS in Tanzania; factors that will enable BDSPs match the BDS demand and BDS supply. This study, therefore, tries to meet that need by focusing on factors pertinent to Tanzania’s BDS market which hinder or drive the move towards successful provision of useful BDS.

Objectives of the paper

The general objective of this paper is to develop a model that enable us examine the determinants of successful provision of useful BDS. More specifically, the paper’s objectives are threefold, aiming to examine the extent to which:

(a) BDS demand side factors affect successful provision of useful BDS;
(b) BDS supply side factors influence successful provision of BDS; and
(c) Government support to BDSPs influence successful provision of useful BDS.

Therefore, using these objectives the paper aims at establishing a model that will assist further studies on the same subject.
Literature review

BDS can help microenterprises solve their problems by facilitating access to markets, improving the availability of less expensive or higher quality inputs, introducing new or improved technologies and products, improving management and technical skills, eliminating policy constraints, and helping enterprises access appropriate financing mechanisms (Esim, 2001). BDS programs can vary greatly depending on the size, the industry subsector in which they operate, products and services produced, processes and level of technology used, and the specific community and business environment in which they are located. 

Business Development Services Providers (BDSPs)

The term BDSPs stands for a range of providers that offer BDS to SMEs. These include public, private as well as civil society organizations. Some of the BDS providers are: private businesses, specia1ised government agencies, non-governmental organizations (NGOs), local government, development companies, business associations and individual providers. In most entrepreneurial situations, private-sector companies and formal and informal networks are the most important players in BDS (Miehldradt&McVay, 2003). BDS offered by private companies are both more sustainable and more likely to have an impact because they must be responsive to the needs of business operators so as to be able to attract customers. Private BDS providers range from multinational consulting firms, small companies with a national or regional outreach to informal micro enterprises serving local MSEs.
BDS interventions are offered at least at three levels: enterprise, meso(intermediate) and macro levels. At the enterprise level, programmes focus on building capacitiesof owner-managers, their employees and the business itself. At the intermediate level, BDS programmes concentrate on building and strengtheningthe capabilities of the BDS providers themselves through human capital development,technology and infrastructure. Macro-level interventions deal with building an enabling policy framework, creating an environment conducive to growth of BDS enterprises, including eliminating barriersand administrative burdens imposed by legal and regulatory systems and enhancingaccess to markets (Olomi, 2009). 
Demand for BDS

Demand is the rate at which consumers want to buy a product. Economic theory holds that demand consists of two factors: taste and ability to buy. Taste, which is the desire for a good, determines the willingness to buy the good at a specific price. Ability to buy means that, to buy a good at specific price, an individual must possess sufficient wealth or income (Whelan &Msefer, 1996). BDS demand represents the extent to which SMEs need the business development services. It includes the type of services needed and the level of significance that is placed on the type of services needed. To match demand and to make BDS useful and successful, an enterprise development focus in BDS should be based on demand-driven and market-responsive provision of services. Efficiency should be a guiding principle in programs. If they are designed and implemented with an approach that is responsive to customers’ needs and constraints, they can have positive impacts beyond enterprise development (Esim, 2001).

Supply of BDS

Supply is defined as how much of a good or service is offered at each price. Willingness and ability to supply goods determine the seller’s actions. At higher prices, more of the commodity will be available to buyers. This is because suppliers will be able to maintain a profit despite higher costs of production that may result from short-term expansion of their capacity (Whelan &Msefer, 1996). BDS supply represents different business development services that are offered by different BDSPs. It includes the sufficiency, efficiency and availability of service provided to customers. BDS programmes can be minimalist, with single intervention such as training-only, technology-only or marketing-only services, or a package where a number of different services are combined or linked (Esim, 2001). The minimalist strategy often fairs better in terms of cost effectiveness and sustainability. While integrated strategies can have greater impact, they cost more and often must be subsidized. Supply-drivenprogramsare successful in increasing incomefortheir customers in the short-run. However,theyneither focus on the sustainability of the servicesprovidednor the sustainability of themicroenterprises.
Theoretical Reflections
Theories which have been used in this study are expectancy theory, passive learning model, contingency theory and the marketing mix theory.
Expectancy theory

The expectancy theory by Vroom (1964) is based on a perspective that people will choose among alternatives so as to optimize their personal outcomes. A person is motivated to the degree that s/he believes that efforts will lead to acceptable performance that will be highly rewarded. This theory suggests that the propensity to act in a certain way is contingent on the expectation that the act will be followed by a certain outcome, the relation between that outcome, and the goals of the individual. As such, the demand for BDS by SMEs will be affected by the benefits expected to be derived by SMEs from BDS providers. In this regard, it is the duty of BDS providers (supply side) to create awareness of benefits that are potential to the SMEs and reflect a proof of their capabilities and assist them in successful provision of the required services.
Passive Learning Model

In the passive learning model (PLM) (cited by Anthony and Thomas (2012) from Agaje(2004)), a firm enters a market without knowing its own potential growth. Only after entry does a firm start to learn about the distribution of its own profitability based on information from realized profits. By continually updating such learning, a firm decides to expand, contract, or to exit. This learning model states that firms and managers of firms learn about their efficiency once they are established in the industry. The theory suggests that, for a firm to understand its potential growth, it has to undergo some sort of training and awareness creating, which are the functions of BDSPs.  This theory, therefore, explains the contribution of BDS in creating awareness to firms of their need to learn and how BDS would potentially facilitate the learning and growth process. Therefore, it is only when BDSPs know what the market needs for SMEs growth and have what it requires them to possess for competent services, that the impact of their services will be felt on SMEs growth.
Contingency theory

This theory explains the effects of situational factors on decisions-making and performance. The contingency model by Fielder (1964) shows that a leader’s ability is based on situational factors, including the leader’s preferred style, and the motivation and abilities of their followers. The theory suggests the importance of mobilizing situational factors to have a positive effect on business performance. SMEs can achieve this through the assistance of BDS, which if effectively provided can assist SMEs owners to understand and manage their working and market situational factors. This may explain why different SMEs may have different performances and growth rates. This is because of different business environment management capacities resulting from different types and levels of BDS received from different BDSPs.

Marketing mix theory

Marketing mix is a set of the marketing tools that a firm uses to pursue its marketing objectives in a target market (Kotler, 1994). Central to marketing management is the concept of the marketing mix. Generally, there are four marketing mix variables: product, price, promotion and place; commonly known as the 4Ps of marketing mix. The marketing mix is not a theory of management that has been derived from scientific analysis, but a conceptual framework that highlights the principal decisions that marketing managers make in configuring their offerings to suit customers’ needs. Fig.1 shows the four marketing variables.
The marketing mix implies that, for BDS to be successful and useful, BDSPs have to make their services tangible so as to attract customers and increase its impact. They should have quality services with reasonable prices which need to be advertised so as to increase SMEs awareness. On the other hand, SMEs need to properly mix the marketing variables so as to win the market. This signifies the need for BDSPs to assist SMEs on how to manage the mix variables such as pricing setting and product branding strategies so as to win the market.

	


Figure 2.1: The 4Ps of the Marketing Mix
Source: Kotler P (1994) cited in Wilson A. et al in service marketing, integrating customer focus across the firm.
Empirical studies

A number of recent efforts have focused on identifying the current state of practices in BDS. Richardson et al. (2004) conducted a survey in Ethiopia, Tanzania and Zambia on the challenges of growing small businesses in Africa, taking insight from women entrepreneurs. The study revealed that there is little awareness and experiences of BDS among SMEs, especially for women entrepreneurs in Africa. 
Otieno et al.(2013) conducted a situational analysis of BDS market in Kenya. The study used grounded theory methodology on 11 BDSPs, 4 micro and small enterprises (MSEs) and 2 BDS facilitators in Kenya over twelve months between May 2008 and August 2010. It identified 5 situational forces that affect BDS providers:type of clients, regulatory framework, nature of BDS products, nature of competition, and the presence of donor agencies. The responses from BDSPs suggested that many MSE entrepreneurs were largely unaware and/or ignorant of the benefits of BDS because many had not experienced the services. With regard to attitude, BDSPs were of the opinion that many MSEs were unwilling to pay for the services because they had been accustomed to donor support where all training costs were paid for them. The regulatory framework in the BDS market was largely described by BDSPs as weak.  In addition, most BDSPs felt that the presence of donors was distorting the market by providing free services, hence making it difficult for their businesses to be sustainable.
A survey done by the Botswana Institute of Development Policy Analysis (BIDPA) on how to promote entrepreneurship in Botswana (2011) revealed that microenterprises are very much part of the intended beneficiaries of existing financial and BDS programs. Nevertheless, not many financial products or BDS had been tailored to the needs of microenterprises. To the contrary, a common feature of the existing and past SME support programs was that they were all based on a top-down, one-size-fits-all approach. Moving away from this approach to one whereby products and services on offer are differentiated enough to match the diversity of needs and demands of their intended beneficiaries was a necessary next step. However, doing so required a reasonably detailed knowledge of the diversity of businesses in the SME sector in capability and constraints. In Botswana, as in many other developing economies, SMEs did not have good access to credit, markets and business services (ibid.).

In Tanzania, like other developing countries, the demand for BDS is still low but with is greatly expectedto increase due to a number of accomplished and ongoing studies regarding the importance and impacts of BDS on SMEs growth.
In 2003 a study was conducted on Tanzania women entrepreneurs, a project that was funded by ILO (ILO, 2003).  The survey was carried out in three regions: Dar es Salaam, Arusha and Zanzibar, with the aim of identifying factors that hamper the growth of women operation in the SMEs sector. With respect to access to and impact of BDS, the results showed that most of women entrepreneurs had received technical and business management trainings. However, access to business skills training was often limited by the lack of awareness of existing training opportunities, as well as limited time available for the women to attend training. The results also showed that some women entrepreneurs lacked the skills and information required to take full advantage of market opportunities. The few who had participated in trade fairs had seen significant positive impact on their businesses as a result. The lack of customized services and innovative skills was also identified as one of the challenges, as shown by those operating in beauty industries. The findings showed that there were not many local institutions offering training on beauty care and fashion design, and hence women in these sectors were sometimes forced to go to other countries to acquire the skills or recruit skilled employees (ibid.). 
In a study done in five regions in Tanzania (Arusha, Kilimanjaro, Mwanza, Shinyanga and Dar es Salaam) regarding supporting energy entrepreneurship to increase rural energy access in Tanzania, Riedijk (2010) found out that achieving a sustainable and commercially operating BDS market in Tanzania was still a challenge. He established that BDS in Tanzania was traditionally a non-profit matter as serviceswere provided for free or at highly subsidized costs. Important barriers for entrepreneurs to access BDS services were pointed out as the lack of awareness of the benefits of BDS, the lack of capacity to pay for them, and the lack of willingness to pay for services because people were used to getting free training. 
A research toassess the institutional framework for promoting the growth of MSEs in Tanzania carried by Mnenwa and Maliti (2009) in Dar es Salaam showed that most of MSE respondents felt that they needed government support. Most felt that the government should have a role in providing services to MSEs. The kind of support needed included tax incentives, loans, guarantees, grants, market information and better regulatory environment conditions. On the other hand, the results of needs assessment conducted for the MSE support institutions showed that MSE support institutions had inadequate financial and human resource capacity. The MSEs support institutions needed effective internal structure such as staff, financial equipment and facilities. The results also showed that effective delivery of services depended on government support, trustworthiness of MSEs, entrepreneurial attitudes of MSEs, and cost sharing, which was external to the agencies. 
2.4 Conceptual framework

The study used evidence from both theoretical and empirical literature to develop a conceptual framework (Fig. 2). The framework shows variables that determine successful provision of useful BDS for SMEs growth in Tanzania. It shows that the usefulness of BDS is determined by the matching between the BDS demand side and the BDS supply side factors. For the purpose of this study, demand side factors represent the basic services currently needed by SMEs for their growth, while the supply side factors represent what the BDSPs need to have so as to successfully provide the basic services required by SMEs for their growth. The framework shows that government assistance is required to facilitate market operations through the creation of a conducive marketing environment.
Figure 2: Framework for successful and useful BDS

Source: Researcher’sOwn developed model, 2013
Independent Variables

The model in Fig. 2 indicates the independent variables to be demand side factors, supply sides factors and government assistance. The demand side shows what BDS customers require: innovation in terms of technology, product and services, and knowledge on building customer relations.  Basically it constitutes customer care and customer retention, and business strategies in marketing, management, operation and financing. The supply side shows what is needed by a BDSP so as to provide efficient business development services. These are creativity and innovation in terms of BDSs products and related technological aspects, sufficient and efficient human capacity, wide range of customized services and business strategies such as strategic marketing, strategic management and financial management. Government assistance shows the part to be played by the government in business formalization, access to finance and regulatory framework.
Dependent Variables
Successful and useful BDS for SMEs growth as a dependent variable is achieved by matching the demand and supply side factors. This can be attained through having supported competent BDSPs who can provide what is required by BDS customers.
Hypotheses

Based on the above, the paper proposes the following three hypotheses to be tested for the study:
1. H0:Demand side factors have no positive influence on the success and usefulness of BDS in Tanzania
H1:Demand side factors have positive influence on the success and usefulness of BDS in Tanzania

2.H0:Supply side factors do not contribute positively on the success and usefulness of BDS in Tanzania

H1: Supply side factors contribute positively on the success and usefulness of BDS in Tanzania

3. H0:Government assistance is not important for a successful provision of useful BDS in Tanzania

H1: Government assistance is important for a successful provision of useful BDS in Tanzania

Conclusions and Recommendations
Conclusions

Based on the proposed model, it can be observed that the study has significantly achieved its main objectives of developing a model to assist the identification of the determinants of successful provision of useful business development services (BDS) in Tanzania’s SMEs market. The objectives of the study were to examine the extent to which BDS demand side factors, supply side factors and government assistance affect successful provision of useful BDS. On the first objective the study hypothesized that there are some special services that SMEs require for their development and growth. These include services that will guide them to innovations, customer satisfaction, business strategies and awareness.  On the second objective that aim at examining the extent to which BDS supply side factors influence the successful provision of BDS, the study hypothesized that factors on the supply side are creativity and innovation on BDs services, BDS business strategies and capacity of BDS experts. The last objective was to examine the extent to which government supports to BDSPs influence the successful provision of useful BDS. Essentially key inputs to this are Business formalization, access to finance, regulatory framework
As for the recommendations from the study comprehensive model is proposed to be tested in conducting a study that will potentially allow examining the determinants of successful provision of business development services (BDS) in the Tanzania SMEs market.
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(Competent and equipped staffs)








SUCCESSFUL AND USEFULNESS OF BDS








Independent variables 
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