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ABSTRACT

The evaluation of investor’s satisfaction is a primary goal for any country that would like to utilize its 

business and investment potentials. Keeping investors satisfied and delighted is even more important 

for the Tanzanian economic development, given that many sectors which are now attractive for 

investment and resources are not yet well utilized. Developing a measure of business environment 

and investment quality is an important precursor for attracting and retaining investors and hence 

ensuring the survival of businesses and investments in the country. BUSiNVQUAL has been 

proposed a generic measure of business environment and investment climate qualities that may be 

applicable to measure the level of investors’ satisfaction. The purpose of this study is to find out if 

the business environment and investment climate in Tanzania have reached the quality of investors’ 

expectations. A self-completion questionnaire was developed from the BUSiNVQUAL instrument and 

distributed to 32 investment companies registered under Tanzania investment Centre (TiC). From 

the gap analysis carried out between perceived business-investment climate and expected business-

investment climate, results suggested that the level of quality of business-investment climate in 

Tanzania has not reached the level of expectations of the investors. it is thus recommended that the 

Tanzanian government should improve the quality of all dimensions of business environment and 

improve on the investment climate.

KEYWORDS:  BUSINVQUAL, business environment, investment climate, Tanzania investor 

perceptions and economic development. 

 1  INTRODUCTION

Economically speaking, the last decade has been one of the best decades in Tanzania’s economic 

development history as an independent country. The country’s Gross Domestic Product (GDP) 

was stagnant until 2003, after which it grew modestly at rates ranging from 1.8 percent in 2004 to 

2.2 percent in 2008. This has largely been due to increases in international commodity prices (tea 

and coffee), strong performance in telecommunications, and increased Gold production aided by 

the escalating gold prices internationally. Tanzania’s real GDP per capita in 2012 was fractured 

since the early 1960s, and its capital stock was only somewhat higher than in the immediate 
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aftermath of independence in 1960. While total factor productivity (TFP) estimates indicate that 

TFP per capita did grow after independence, it reached a plateau in 1970s and subsequently 

shrank, as did per-capita output due to a secular deterioration in terms of trade in 1980s up to the 

early 1990s. But later, on average total factor productivity (TFP) improved by 3 and 6 percent a 

year for manufacturing firms in Tanzania between 2000 and 2010, in spite of this, competitiveness 

remains a problem.

The outcome has been an expansion of business and growth of investment of Multinational 

Corporations (MNC) complemented by the flow of foreign direct investment (FDis). Evidence shows 

that, Tanzania received $1billion of investment inflows during the 1995-2000 period compared 

to only $90 million during the preceding six years (UNCTAD 2012). This is a commendable 

performance for one of the least developed countries in the world, with an economy that was 

centrally planned and closed to multi-national corporations not so long ago. Tanzania is still a new 

entrant in attracting the multi-national corporations (MNCs) field (Burhan 2010). The government 

effort to improve in the business environment and investment climate in later 1990 and early 

2000s is the main course for the expansion and business growth in the country. 

The current tirade of investors focus on such sectors as, mining, banking, insurance, manufacturing, 

consultancy, construction, hotels and others. According to the chronicle of Tanzania investment 

Centre, there are about 60 main investors who operate in Tanzania, and this is considered to have 

been as a result of the success in attracting investors (United National 2005). Candidly, the current 

Tanzanian economy is moderately more improved by comparison to the economy of the 1980s. 

The libelization of economy in the earl 1990s facilitated the setting up of various institutions, 

regulations and policies that which purposely meant to attract and facilitate investment. At the 

writing of this report, Tanzania ranks 86/144 in Global Competiveness Report of 2013. 

Even then, the report shows some variables of the business environment and the investment 

climate still indicate the need for a higher rating to improve on the attractiveness to the investors. 

Variables  such as; the Regulations and Policies in Tanzania are not overly burdensome for 

investors (58th); the government deals “relatively even-handedly” with the private sector (56th); 

and some aspects of the labour market – such as the high number of female employees (5th) and 

reasonable redundancy costs – support efficiency. This indicates that there is a great deal to do 

to make the Tanzanian economy attractive to investors in general, but specifically the international 

investors. 

investors’ perceptions have been identified by research as critical indicators of investment 

prospects for a country. Dumitriu and Stefanescu  (2008) in their observation on investor 

perception on Romania noted that foreign direct investment and business environment climate 

have a direct relationship with the level of investment to a country. Because Tanzania propagated 

socialist policies in the previous years, extensive work has been carried out to understand the 

characteristics of foreign direct investments in former socialist countries. studied. For example the 

study of Sohinger (2004) proved the presence of FDi helps creating a powerful set of economic 

and political incentives that stimulated the competitiveness of  economic growth for the transition 

economies. Mileva (2008) demonstrated the spill over effect of FDi over internal investment 

through trickle down effect or through direct investment to support some FDi  operations. Birsan 
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and Buiga (2008) approached the FDi evolution in Romania, concluding that before the adhesion 

most of the foreign direct investors were primarily efficiency seeking, attracted by the cheap 

labour and after the adhesion the new investors could be expected to be primarily market seeking. 

Pauwels and Lonita (2008) considered that, in order to attract investors, it was necessary to do 

catching-up and to improve the business environment and resulting in an improved investment 

climate. it is on the side of this study to explore the investor perception on how they expect 

and perceive the quality of business environment and investment climate in Tanzania. Thus the 

objective of this paper is to understand how investors perceive quality of business environment 

and investment climate, and to evaluate the level of investor’s satisfaction with the quality of 

business environment and investment climate in Tanzania.

2. LITERATURE REVIEW 

2.1.  BUSINESS ENVIRONMENT

Business has facilitated modernization and technological advancement of countries to eventually 

progress from the barter system to global business. Global trade plays a primary role in the 

growth of the economy of any nation. For instance, in Tanzania there has been an increase in 

the contribution of global business practices between 1998 and 2008 which contributed 11% of 

GDP. This was facilitated by more than 200 global enterprises in the country with a capital stock of 

foreign direct investments (FDi) of US$ 512.5 Million (The Economic Survey 2007:38). According 

to Hill (2001) the boom of global business had outcomes of liberalisation, privatisation and 

globalisation (LPG) in various countries particularly the developing countries. These stimulated 

the rise of the following:-

• Massive FDi’s from developed countries to developing countries with total stock of FDi’s 

Globally of 84.7 billion in 1997,

• Flexible imports and export policies and regulations,

• increasing employment and the standard of living, and

• Expansion of world currency reserves and globalisation of financial institutors.

The operational global business needs to assess different environments and factors like the 

economy, politics, culture, law, and technology, according to Ball, McCulloch, Frantz, Geringer and 

Minor (2003). This environment comprises two dimensions, namely the controllable international 

business environment and the uncontrollable international business environment. 

An investor decision to expand a firm from a domestic to a global firm is faced with two main 

forces which determine market entry and understanding of the negotiations environment of global 

marketers (Burhan 2013). These are the controllable and uncontrollable forces that have an 

impact on the firm and the successful transition of a local firm to a global firm which need to 

be considered. The controllable forces are conceptualised as those forces which are internal, 

thus management can administer the adoption of changes in the uncontrollable forces that affect 

the firm. Worthington and Britten (2006) reported that a controllable force is the immediate or 

operational environment and it can be termed as the micro environment. Essentially these are 

forces that are closer to the global firm, since the organisation interacts most immediately with it. 
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These include suppliers, customers, competitors, organisation resources and resource markets. 

On the other hand uncontrollable forces are external to the firm and management cannot control 

them although they may have some influence through proper analysis of controllable forces (Ball 

et al. 2003). The uncontrollable forces are forces which comprise the macro environmental factors 

such as, economic, political, socio-cultural, technology and legal influences. These forces can 

emanate not only from local and national reserves, but also the international perspective has an 

influence on global firms. A firm is said to have no control over these forces but it can adapt to it 

after careful scanning (Worthington & Britton 2006:6).

As a global firm considers where in the world it would build factories and sell products, it needs 

to scan the economic performance of the target country(s). Before an investor makes a decision 

to confront a greater number of economic environments and in a situation where it needs to 

consider only the purely economic factors that exist, a scan of the economic system, or the current 

industrial sectors is important. Ball et al. (2003) maintain that a modern economy is characterised 

by what comprise the bases of a country’s economic wealth namely, skills and flexibility of its 

population, available infrastructure  and wealth of technology, and as well as the relative level of 

ecological balance.

it is clear that politics and business cannot be separated. Business activity takes place within 

and across state boundaries and frequently involves the government either directly or indirectly 

(Worthington & Britton 2006:42). The politics of the state can have a fundamental impact on 

business operations. The global investors therefore has to make a detailed analysis of the political 

environment as well as making a number of general observations regarding political change and 

uncertainty and its impact on the business activities. Worthington & Britton (2006:42) provided 

the following useful guidelines for political environment assessment. A global firm is confronted 

with the legal environment both in domestic and foreign countries. According to Muhlbacher et al. 

(2006) these are systems created by a society to govern its members’ behaviour. international 

marketers should take note that rules and regulations are not unique to a particular country; in the 

global market each state has its own legal system. it is essential for global marketers to assess 

the legal systems of the target countries. in doing so, international marketers can assess the legal 

system and regulations that exist and the enforcement thereof. 

Culture has been defined in various ways, but most anthropologists view culture as the sum total 

of the beliefs, rules, techniques, institutions, and artefacts that characterise a human population 

(Ball et al. 2003:292). This means culture consists of the learned patterns of behaviour common 

to the members of a given society. According to Muhlbacher et al. (2006:180), culture is the 

collective programming of the minds that distinguish the members of one group of people from 

another.  Therefore, global firms have to be concerned with culture, a firm must realise that there 

are cultural differences of their own, and need to also analyse that new culture in which they wish 

to establish their business. Since culture cannot distinguish itself from business practices, it is 

partly an external force that impacts on the operation of the business. Culture can harm business 

functions in marketing, human resource management, production and finance. in marketing, 

there are diverse variations in attitudes and values which prevent many firms from using the 

same marketing mix in all markets
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2.2  INVESTMENT CLIMATE 

The investment climate can be understood as the set of factors in a given location that shape firms’ 

incentives and opportunities to invest, grow and create jobs.  Some of these factors are institutional, 

policy, and regulatory environment in which firms operate. Together, they determine the vibrancy 

and reach of private sector firms in the economy. A strong investment climate is not a serendipitous 

occurrence: it is the result of country authorities formulating, implementing and enforcing an 

appropriate set of policies (Dollar et al., 2005). it is real that a strong investment climate for one firm 

is not necessarily a strong investment climate for another therefore to generalize the concept of the 

investment climate can be inaccurate. This gives variation of definition on what is an investment climate 

and profound disagreement, for instance; purely one can define it as   social, political or economic 

factors facilitating the firms. The World Bank (2005) asserts that a good investment climate is not just 

about generating profits for firms but also about improving outcomes for the society including through 

its impact on job creation, lower prices, and broadening the tax base. Firms come to the decision with 

different capabilities and strategies. Their decision is motivated by the quest for profits and profitability is 

influenced by the costs, risks, and barriers to competition associated with the opportunity firms. These 

factors that influence the link from government and firm, if the local government is highly bureaucratic 

and corrupt; if government’s own provision or regulation of infrastructure and financial services is 

inefficient so that firms cannot get reliable services – then returns on potential investments will be low 

and uncertain (Dollar , Hallward and Mengistae 2003). Firms invest to make profits. Their investment 

decisions are affected by their own ideas, capabilities, and strategies, and by their assessment of 

the opportunities and incentives in particular locations. Early efforts have to be done by investor to 

understand how governments influence investment climate. 

2.3.  TANZANIAN BUSINESS ENVIRONMENT AND INVESTMENT CLIMATE

The Tanzanian economy has grown rapidly in recent years because of the growth of international 

business transactions in various sectors. Compared to the early 1960s and late 1980s, the export 

trade of Tanzania has increased for about 15% of Gross Domestic Product (GDP) in 1990 to 

22% of GDP in 2006. Various sectors that participate in international business transactions such 

as mining, construction, trade, tourism, manufacturing and agriculture have contributed to this 

growth. The growth of international business practices stimulated the growth of the GDP at 6.5% 

per year between 2000 and 2007. This signifies the increase from the 1980s and the 1990s when 

the growth average was 3.1% per year (iCA: 2009). it is evident that the export of minerals by 

foreign multinational corporations (MNCs) between 2001 and 2006 grew at an average rate of 

15.7% per year followed by the agricultural sector, construction, trade, tourism, and manufacturing 

(iCA: 2009). Evidence shows that, there are increasing trends in the amount of FDi capital inflows 

and inward stock to Tanzania from 1995 to 2007. This indicates that Tanzania has attracted 

an increasing amount of foreign investment.  There are a number of factors that have been 

driving the investors in Tanzania.  Tanzania has a population of 38 million people and its GDP 

Tsh 21,948,403, which increased at 6.1% from year 2000 to 2007 with an average income of 

TSh 548,388 in 2007. Tanzania found itself a target market of various multinational corporations 

(MNCs). For example in 1980 to 1990 there were 208 MNCs and from 2000 up to 2007 it grew to 

1147 MNCs. The increase in the population and the MNCs in Tanzania is significant in terms of 

market globalization (Economic Survey 2007). 
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Another possible factor for investor attractiveness in Tanzania is a change in the political system 

and governance of the country. Since its independence the country adopted a socialist political 

approach which comprised a closed economy that administered all business activities. in the 

early 1990s the Tanzanian government started to open up the economy by introducing economic 

liberalisation measures. The reforms that have been undertaken included trade liberalisation, 

privatisation of state-owned enterprises, public sector reforms and encouragement of foreign 

direct investment (FDi). This was done through the liberalisation of investment laws and markets 

by moving the economy from centralized to decentralised. This measure attracted global 

corporations and increased the number of foreign companies looking for investment opportunities 

in the country. Due to these drivers, the globalisation of international business led to the final 

impact on Tanzania’s business activities: foreign cooperation establishment, export and import 

trend (trade) as well as technical know-how. According to Hill (2001) Tanzania’s comparative 

advantage is derived from its natural resource base, namely its strategic location (for transport 

and logistics), geological resources, for instance, minerals, ecological conditions, biodiversity and 

landscape for tourism.   Much of Tanzania’s labour is of low quality, and hence, cheap labour 

cannot be a source of comparative advantage for the country. Tanzania once possessed a 

comparative advantage by producing a large range of agricultural products. 

However, much of this advantage has subsequently been lost through changes in global 

agricultural production and market parameters. However, to have a comparative advantage 

in agriculture requires knowledge and innovation which Tanzania does not currently possess. 

Despite its extensive land and large number of unskilled labour, Tanzania has lost ground in the 

global market over decades. This is a reminder that comparative advantage can be gained and 

lost. Similarly, the manufacturing sector requires a technically skilled labour force.   

in general, Tanzania business environment and investment climate experience some curbs, 

these include; firstly competitiveness of local firms and potential entry barriers. For an economy 

to effectively participate in global production the degree of accessibility of the market needs to 

be determined. Production cost is the main factor that determines the accessibility of a market. 

However, there are other costs such as storage, transport costs, taxation, the cost of utilities, for 

example, water and electricity, the cost of labour, accessibility and the cost of financial capital, 

and accessibility of land. The manufacturing sector in Tanzania is dominated by food processing, 

beverages, agri-business, light manufacturing, and some textiles and footwear manufacturing, 

but still underdeveloped. The competitiveness of local firms is still low, except for a few beverage, 

beer and cigarette firms, which have been able to compete with imported products. Secondly; 

production costs as postulated by Musonda (2000) are very high in Tanzania, making its products 

less competitive in the international market. in Tanzania for instance, electricity costs are higher 

at US$1.11/kwh compared to US$0.075 in Uganda and US$0.035 in Kenya. These two eastern 

African countries are competitors for foreign direct investment, and hence these costs impact 

on the competitiveness of towards the attraction of investors. Telephone charges per minute 

and connection costs are also comparatively higher in Tanzania than they would be with the 

former East African Community block. Whereas in Kenya a telephone connection costs only 

US$99.70, Tanzanian users pay US$123.68 (Musonda 2000). in Tanzania, large industries 

are few and medium sized ones are linked through cross directorship or equity holding. This 
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means there is a high concentration of ownership and control. in the past there were significant 

barriers to market entry caused by extensive establishing and licensing procedures; to some 

extent these barriers have now been eased. Nevertheless, other obstacles to entry, such as 

difficult business licensing procedures, the legal framework, a lack of credit, high taxes that limit 

imports of raw materials and machinery, small local markets, protection, and a lack of export 

markets still prevail (ESRF & CUTS 2002)

3. THE METHODOLOGY AND MODEL

The study is designed on the ground as an initial study with the intention to clarify and define 

investor’s perceptions regarding business environment and investment climate. As pointed out 

by Zkimund (2003), such kind of the study is considered to be exploratory research design. Unity 

of analysis on this study was investors from registers of Tanzania investment Centre. About 32 

respondents were involved in this study. 

The research used the modified model comparable to SERVQUAL instruments as developed 

by Parasuraman, Zeithaml, and Berry (1990). The modified instrument has been debut as 

BUSiNVQUAL i.e. Business Environment and investment Climate Quality. The insight of the 

model first, is to examine whether there exist any gaps or discrepancies (positive or negative) 

between investors’ expectations and perceptions of the quality of the business environment and 

investment climate. Second, the research explores the main variables that have the strongest 

influence on overall investor’s satisfaction and related these variables to the current status of 

business environment and investment climate in Tanzania.

The BUSiNVQUAL model is first introduced in measuring investors satisfaction in different ranges 

of business environments and investment climates in the Tanzanian context. However, it should 

be stated that in spite of its novelty, it is possible that the model could suffer from some limitations. 

Despite the limitations, it has been established that the model has merit enough sufficient to study 

business environment and investment climate with a very low degree of error. The model will use 

five-point likert scale to gauge investor’s opinions regarding the quality of business environment 

and investment climate in Tanzania. it is the researcher’s opinion that the model is a simple 

yet a practical tool in alerting government and other stakeholder to the conditions of business 

environment and investment climate. 

4. THE FINDINGS

This part provides the study’s findings and discussions concerning the quality of business 

environment and investment climate in Tanzania. 

4.1  RESPONDENTS’ DEMOGRAPHIC INFORMATION

Respondents’ gender, age, position, sector and investment duration are discussed in this part, the 

details of which are discussed in table 4.1 below.
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Table 4.1 Respondents’ personal Information (N=32)

FREQUENCY PERCENT VALID 
PERCENT

CUMULATIVE 
PERCENT

Gender Female 12 37.5 37.5 37.5

Male 20 62.5 62.5 100.0

Age 18-29 8 25.0 25.0 25.0

30-41 7 21.9 21.9 46.9

42-53 3 9.4 9.4 56.3

54-65 12 37.5 37.5 93.8

over 65 2 6.3 6.3 100.0

Position senior manager 4 12.5 12.5 12.5

Manager 10 31.3 31.3 43.8

Executive 2 6.3 6.3 50.0

entry level 7 21.9 21.9 71.9

Other 9 28.1 28.1 100.0

Sector Agriculture 11 34.4 34.4 34.4

Service 19 59.4 59.4 93.8

Manufacturing 2 6.3 6.3 100.0

Duration 1-5 years 9 28.1 28.1 28.1

6-10 years 14 43.8 43.8 71.9

11-15 years 5 15.6 15.6 87.5

more than 15 
years

4 12.5 12.5 100.0

Source: Researcher’s Field Data Analysis, 2013.

The demographic profile of the respondents is described as follows; males were more in number 

at 62.5% compared to females at 37.5%. The larger part of the respondents (37%) were in the 

age group were in the age group 54-65, followed next by the age group of 18-29 years recording 

25%. The 30-41 years age group was 21.9%, the 42-53 years age group was  (9.4%) and those 

over 65 years comprised of 6.3%. The majority of the respondents were from the managerial 

level forming 14 (43.8%) of the total respondents. Other positions occupied 28.1%, entry level 

positions were 7 (21.9%) and executives were 2 (6.3%). 

Furthermore, service sector investment was seen to be highly represented than other sectors 

forming 19 (59.4%) of the total respondents followed by 11 (34.4%) agriculture and 2 (6.3%) 

manufacturing. investments with 6-10 years duration were represented by 14 (43.8%) followed 

by 1-5 years with 9 (28.1%), 11-15 years with 5 (15.6%) and over 15 years investments with 4 

(12.5%) of the total respondents. 

4.2  RELIABILITY STATISTICS OF VARIABLES

internal consistence (reliability) of variables is highly considered for better judgment of 

BUSiNVQUAL’s results analysis. To measure reliability of the data, Cronbach’s alpha coefficient 

was used. Coefficients greater than .5 were accepted and retained for further analysis, this is 

detailed in table 4.2 below:
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TABLE 2 Reliability Coefficient (Cronbach’s alphas)

Source: Researcher’s Field Data Analysis, 2013.

The internal consistencies of the modified BUSiNVQUAL items were assessed by computing 

the total reliability scale. The total reliability scale for the study is 0.976, indicating an overall 

reliability factor slightly the same to that of Parasuraman et al., (1988) study which was 0.92. This 

reliability value for our study is substantial considering the fact that the highest reliability that can 

be obtained is 1.0 and this is an indication that the items of the six dimensions of BUSiNVQUAL 

model were accepted for analysis.

4.3  GAP SCORE ANALYSIS

Table 4.3 below indicates BUSiNVQUAL score calculations for each of the manifested variables 

under all dimensions. Out of ten dimensions of BUSiNVQUAL, results indicated negative gap 

scores in seven dimensions and positive gap scores in three dimensions used in the study. 

Realistically, these results indicate that the level of investors satisfaction on the quality of business 

environment and investment climate in Tanzania have not reached their expectations. 

TABLE 4.3  BUSINVQUAL Scores (Unweighted Average Calculated)

N OF 
DIMENSIONS

N OF ITEMS Observations Cronbach's 
Alpha

Expectation 10 51 32 .952

Perception 10 51 32 .954

Total reliability scale 102 32 .976

Dimension ELEMENTS EXPECTATION 
SCORE

Perception 
Score

Gap Score Average for 
Dimension

Business 
environment: 
economic

1 2.94 3.41 0.47 -0.01

2 2.75 2.91 0.16

3 2.72 2.91 0.19

4 3.75 3.63 -0.13

5 3.38 3.06 -0.31

6 3.63 3.19 -0.44
Business 
environment: 
political

7 3.03 3.00 -0.03 -0.11

9 3.88 3.53 -0.34
10 2.50 2.31 -0.19
11 3.38 3.16 -0.22
12 3.06 3.03 -0.03

Business 
environment: 
legal system

13 3.34 3.53 0.19 -0.02

14 4.09 3.91 -0.19
15 4.13 4.16 0.03
16 3.94 3.75 -0.19
17 4.41 4.28 -0.13
18 4.34 4.53 0.19

Business 
environment: 
social culture

19 4.25 3.84 -0.41 -0.52
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Dimension ELEMENTS EXPECTATION 
SCORE

Perception 
Score

Gap Score Average for 
Dimension

20 3.75 2.97 -0.78
21 3.97 3.59 -0.38

Investment 
climate: human 
capital

22 3.06 3.31 0.25 -0.04

23 4.03 4.13 0.09
24 3.16 2.69 -0.47
25 3.16 3.19 0.03
26 4.00 3.88 -0.13

Investment 
climate: 
suppliers

27 3.84 3.53 -0.31 0.16

28 3.31 3.81 0.50
29 3.81 3.81 0.00
30 3.59 4.06 0.47

Investment 
climate: 
corporate 
government 
mechanism

31 4.03 4.38 0.34 0.18

32 4.28 4.41 0.13
33 3.69 3.78 0.09
34 3.69 4.47 0.78
35 3.44 3.56 0.13
36 3.56 3.16 -0.41

Investment 
climate: finance 37 3.91 3.75 -0.16 0.15

38 3.94 4.38 0.44
39 3.25 3.78 0.53
40 3.28 3.63 0.34
41 3.72 3.31 -0.41

Investment 
climate: 
corruption and 
crimes

42 4.16 4.13 -0.03 -0.66

43 4.34 3.81 -0.53
44 4.50 3.50 -1.00
45 4.31 3.47 -0.84
46 4.44 3.56 -0.88

Investment 
climate: 
infrastructure

47 3.72 3.44 -0.28 -0.73

48 3.81 3.28 -0.53
49 3.97 3.28 -0.69
50 3.69 2.75 -0.94
51 4.03 2.84 -1.19

Unweighted Average BUSINVQUAL Score: -0.52

Source: Researcher’s Field Data Analysis, 2013.

According to Parasuraman et al., (1988:30) it is however common for investor’s expectations to 

exceed the actual service perceived and this signifies that there is always need for improvement. 

The gap scores are the difference between the perception and expectation scores with a range 

of values from -4 to +4 and these gap scores measure service quality and hence customer 

satisfaction. The more perceptions are close to expectations, the higher the perceived level of 



116
ASSESSMENT OF THE QUALiTY OF BUSiNESS ENViRONMENT 
AND iNVESTMENT CLiMATE iN TANZANiA.

Dr. Burhan, Ahmad Mtengwa

JOURNAL OF LEADERSHiP AND MANAGEMENT STUDiESJOLMS

quality. The largest gaps scores were, efficiency of technological infrastructure (-1.19), degree of 

transparency and fairness of the legal system (-1.0), availability and quality of the local research 

infrastructure (-.94), climate free from organized crimes (-.88) and spread and efficiency of the 

legal system (-.84), country’s portent of culture (-.78) and degree of transparency and fairness of 

political systems (.78). Table 4.4 below illustrates the findings.

TABLE 4.4  Important weights

Features POINTS
Business environment: economic 0.66

Business environment: political 6.88

Business environment: legal system 0.98

Business environment: social culture 32.75

investment climate: human capital 2.75

investment climate: suppliers -10.32

investment climate: corporate government mechanism -11.14
investment climate: finance management -9.43
investment climate: corruption and crimes 41.27
investment climate: infrastructure 45.59

100

Source: Researcher’s Field Data Analysis, 2013.

Table 4.4 above, indicates dimensions importance weights as ranked by respondents. Negative 

values indicate that dimensions are less important compared to the others, while positive values 

indicate dimensions that desire for a change or improvements. From the ten dimensions, importance 

scale shows that there are three with negative values of importance. These are availability of suppliers 

(-10.32), corporate government mechanism (-11.14) and finance management (-9.43). Dimensions 

with higher rankings of importance include investment climate: infrastructure (45.59), investment 

climate: corruption and crimes (41.27) and business environment: social culture (32.75). The rest of 

dimensions have almost similar rankings lower than the above mentioned. Generally, investors are 

not satisfied with the quality of business environment and investment climate in Tanzania.

TABLE 4.5  BUSINVQUAL Scores (Weighted Average Calculated)

Source: Researcher’s Field Data Analysis, 2013.

BUSINVQUAL 
Dimension

SCORE FROM 
TABLE 4.3

WEIGHTING FROM 
TABLE 4.4

Weighted Score

BEC -0.01 0.66 -0.01
BEP -0.11 6.88 -0.75
BEL -0.02 0.98 -0.02
BES -0.52 32.75 -17.06
ICH -0.04 2.75 -0.12
ICS 0.16 -10.32 -1.69
ICC 0.18 -11.14 -1.97
ICF 0.15 -9.43 -1.42

ICCC -0.66 41.27 -27.08
ICI -0.73 45.59 -33.06

Average Weighted score: -83.17
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Table 4.5 above indicates weighted BUSiNVQUAL scores for all dimensions. As seen above, 

investors were less satisfied with all dimensions of business and investment climate in Tanzania. 

The weighted BUSiNVQUAL results indicate that investors were less satisfied with the quality of 

infrastructures (-33.06), corporate government mechanism (-27.08) and social cultural measures 

(-17.06).

5. SUMMARY AND CONCLUSIONS

This study intended to carry out the BUSiNVQUAL model in order to determine the overall 

Business-environment climate quality perceived by investors in Tanzania. Thus, the study used 

BUSiNVQUAL ten dimensions namely Business environment: economic, Business environment: 

political, Business environment: legal system, Business environment: social culture, investment 

climate: human capital, investment climate: suppliers, investment climate: corporate government 

mechanism, investment climate: finance management, investment climate: corruption and crimes 

and  investment climate: infrastructure as the main variables for the study. Data was collected 

from 32 investment companies registered under TiC.  For better judgement of the data, Cronbach 

alpha was used to ensure reliability of the data. The overall Cronbach’s Alpha was .976 indicating 

a very good reliability and internal consistence of the data. 

Under the BUSiNVQUAL model, from the gap score analysis carried out, it was found that, 

the overall Business-investment climate quality is less than what is expected from investors 

in Tanzania. Areas such as infrastructure, legal system and cultural systems were found less 

satisfactory to investors. Regarding our research objectives, the overall expectation climate is 

high compared to the overall perception business-investment climate. 

Furthermore, investors in Tanzania are less satisfied with the business-investment climate in 

Tanzania. Generally, in evaluating the perceptions and expectations of investors regarding 

business-investment climate in Tanzania, it can be seen that almost every dimension business-

investment quality is important to investors as it is to the future of our economic development. 

However, results from the study have suggested the opposite of what is expected from business-

investment climate. As thus the Tanzanian government has to improve the quality of business-

investment climate so as to attract many investors in the country.
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