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1. INTRODUCTION 
 
Small- and medium-sized enterprises (SMEs) are 
important to the economy but vulnerable to 
changes in their environment (Haneberg, 2021). 
In Tanzania, for instance, Rashid and Leonard 
[1] argued that Small Business Entrepreneurship 
has been seen as a hub in generating income for 
the majority of urban dwellers with no formal paid 
employment. According to Rashid and Leonard 
[1] and Leslie (1967), it is established that in 
Tanzania, Dar es Salaam, in particular, the 
question of entrepreneurship and small business, 
especially itinerant trading were evident even 
during the colonial period. Hawking and peddling 
were, the standard expedients of those unable to 
find paid employment. Few of these petty traders 
were licensed, casual peddlers were observed; 
rarely bother to follow the law. Despite the 
obvious inefficacy of municipal policy, the 
attempt to control itinerant trading by restricting 
the number of licences persisted. Unlicensed 
hawkers continued to be apprehended and taken 
to court.  
 
Ward [2] argued that there is no universal 
definition for SMEs since the definition depends 
on who is defining it and where it is being 
defined. SME is defined differently by various 
scholars and countries and continents 
depending on the phase of economic 
development and their prevailing social 
conditions, which associate it with the number of 
employees, invested capital, total amount of 
assets, sales volume (turnover) and production 
capability [3]. For example, in Canada, SME is 
defined as an enterprise that has fewer than 500 
employees and a small enterprise as one that 
has less than 100 employees. On the other 
hand, the World Bank defines SMEs as having 
no more than 500 employees. Gilaninia et al., [4] 
in their perspective, in line with the European 
Union consider SMEs as firms that have less 
than 250 employees with an annual turnover that 
does not exceed 50 million euros, and whose 
annual balance sheet total is less than 43 million 
euros.  In another dimension, Small Business 
Administration [5] revealed that in the United 
States, SMEs could be considered as 
businesses that have up to 1,200 employees  
 
The situation is different in developing countries. 
For instance, in Tanzania, the Tanzania National 
SME policy [6] considered SBEs as small and 
medium enterprises (SMEs) or micro, small and 

medium enterprises (MSMEs). In most cases, 
these small enterprises are made up of 4 people, 
with capital ranging up to Tshs.5 million, and 
most of them fall under the informal sector, while 
small enterprises are formalized and have 
between 5 and 49 employees, with capital 
ranging from Tshs.5 million to Tshs.200 million, 
and medium enterprises hire between 50 and 99 
people, with capital ranging from Tshs.200 
million to Tshs.800 million. 
 
Despite the differences in classification, all SMEs 
play a great role in reviving the economy. In their 
study, Prasanna et al. [7] revealed that in the era 
of economic globalization, small and medium 
enterprises are recognized as an engine of 
sustainable economic development in both the 
developed and developing world. Furthermore, 
based on the World Trade Report [8] and 
Ayyagari, Kunt, & Maksimovic [9], SMEs employ 
about 50% of workers in developing countries 
and account for two-thirds of formal non-
agricultural private employment. 
 
The history of SBEs' establishment in Tanzania 
goes back a very long way. Rutashobya, 
Chijoriga & Ishengoma [10] pointed out that 
Tanzania has gone through a period of deep 
change since the late 1980s after its move to 
abandon monopolistic policies under the 
command approach to economic management. 
This led to the establishment of the SBEs. 
However, entry into small business 
entrepreneurship in Tanzania is usually not seen 
as a problem. Therefore, one can start a small 
business at any time and in any place. 
Concerning Mfaume and Leonards [11] and 
Kuzilwa [12], most people enter into small 
businesses because of a lack of access to 
adequate education and difficulty in finding 
formal employment. Few people who were 
previously employed in small businesses are 
now unemployed for a variety of reasons, 
including retrenchment. Besides, such 
engagement in business life in most cases is 
very short. Ahmedova [12] reported that a 
considerable percentage of micro and small 
industries in developing countries have closed 
down within a very shorter period of 
commencement. According to Noe et al [13], the 
key competitive challenges in the current 
globalized economy are classified as the 
sustainability challenge, the global challenge, 
and the technological challenge. Those 
challenges together with a low level of utilization 
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positive outcomes and business performance in 
terms of productivity growth, organization 
expansion, efficiency, effectiveness and 
competitiveness.  
 
Various authors defined business performance in 
different contexts, but almost all of them have 
common features related to market share, 
growth, sales revenue, number of employees 
and number of branches; survival, sustainability, 
stability, profitability, job generation, as well as a 
level of efficiency and innovation, or level of 
human capital development as revealed in 
Shane [30]. Moreover, Duygulu et al. [31] 
pronounced the three mission components in 
assessing the SMEs' performance as being 
survival, growth, and profit; philosophy and 
value; and public image. All these variables of 
business performance depend on educational 
and entrepreneurial skills [32]. Moreover, 
Mutandwa, Taremwa, and Tubanambazi [33] 
argued that three major factors that determine 
the performance of SMEs are marketing and 
entrepreneurship skills, working environment, 
and materials and infrastructure availability. 
Thus, future policy interventions should consider 
these strategic areas for enhanced visibility of 
SMEs. Matambalya and Wolf [27] consider 
performance from the perspective of efficiency 
and productivity in three ways, namely: improving 
efficiency in resource allocation, reducing the 
transaction costs, and technical improvement, 
leading to the outward shift of the production 
function. For this study, in line with the status of 
respondents' SBEs, market access, operational 
outputs, and business profit were opted to 
represent SBEs' business performance. 
 
Regarding market accessibility, referring to 
Paulina et al. [34], Nyangarika and Ngasa [35] 
companies still fall short of their target, despite 
advancements in ICT marketing. Information and 
communication technologies (ICTs) like mobile 
phones, computers, and intranets are considered 
important for creating competitive advantages. 
Despite their rapid deployment rates, only a few 
studies, mainly from the information technology 
(IT) and engineering literature, have been 
devoted to uncovering the factors that influence 
the diffusion of new information technologies and 
their proper use within an organization. 
Furthermore, Tachiki et al. [36], cited in 
Nyangarika and Ngasa [35], illustrated that in 
some cases, communication based on ICT and 
the Internet specifically can also improve external 
communication, reducing the inefficiencies 
resulting from lack of coordination between firms 

and increasing the speed and reliability of 
information processing and transfer, which in one 
way or another, will affect business operations. 
 

According to the OECD [37], information and 
communication technology (ICT) connectivity 
(PCs and Internet) is very widespread in 
businesses of all sizes. As is the case with all 
technologies, small businesses are slower than 
large ones to adopt new ICTs. Potential small 
business benefits and firm and sector-specific 
strategies drive the adoption and use of it. 
Furthermore, sectors are increasingly global and 
dominated by large firms, and the structure of 
their value chains and operations shapes 
opportunities for small and medium-sized 
enterprises (SMEs). The principal reasons for 
non-adoption are lack of applicability and little 
incentive to change business models when 
returns are unclear. 
 

Besides, despite the use of ICT by SMEs being 
increasingly common according to a survey for 
OECD countries, the levels differ between 
countries, especially when it comes to the 
developing world. Therefore, there is a crucial 
need to assess its effectiveness in SBE 
performance in such countries, Tanzania being 
one of them. Furthermore, despite the potential 
benefits of ICT and e-commerce, there is debate 
about whether and how their adoption improves 
firm performance. Matambalya and Wolf [27] 
claimed that despite the percentage of firms that 
use mobile phones increasing much faster, at 
least there is little empirical evidence of how the 
diffusion and application of ICTs can be a 
catalyst for economic competitiveness and 
growth in developing countries. The question 
remains now through what channels this 
improved access to ICT will impact enterprise 
performance for users and hence economy-wide 
growth, especially for small businesses. As a 
result, critical evaluation of those aspects is 
required, taking into account the various levels of 
business enterprises and market segments 
based on the demographic characteristics of 
SBEs. 
 

Given that, the main objective of the study was to 
assess the influence of information and 
communication technologies on enhancing the 
business performance of small business 
enterprises in Tanzania. Specifically, the study 
aims to: determine the contribution of ICT to 
market access of SBEs; find out the role of ICT in 
SBEs' operational outputs; and determine the 
contribution of ICT to the business profitability of 
SBEs in Tanzania. 




























