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ABSTRACT 

Since its inception in 1996, there is a lack of literature that shows success of DSE in 

its operations. This study therefore, was put in place in order to examine the success 

and challenges of stock market in Tanzania. The central issues of concern were to 

determine the perceptions of stakeholders, towards stock market operations 

activities, to understand the opportunities resulting from operations of stock market 

and to investigate on the success and challenges facing stock market in Tanzania. 

The study was conducted in Dar Es Salaam City using a descriptive survey research 

design. A total number of 40 respondents constituted the study sample, which 

included listed companies, stock market participants and DSE staff. Data were 

gathered using questionnaire and interviews. Interviews were administered to 

executives of the listed companies and DSE staff, while questionnaires were 

administered to individual respondents. Data were then analyzed using frequencies, 

Tables, percentages, and strong explanation building. The study has found out that, 

majority of stakeholders admitted that, stock market had the positive impact towards 

the key issues to companies. Also, the study identified various opportunities 

available from the stock market operations. Furthermore, it uncovered various 

successes by which DSE had achieved so far. Some of the key successes observed 

include; raising capital for businesses, mobilizing savings for investments and 

facilitation of privatization. However, it was also found out there were host of 

challenges which faced the stock market in Tanzania.  The most notable challenges 

were; lack of desirable characteristics of stock exchange market, lack of public 

awareness, few market participants as well as lack of competent experts in financial 

markets. Finally, the study recommended various strategies that could be employed 

to address the above challenges.  
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CHAPTER ONE 

GENERAL INTRODUCTION 

 

1.0 Introduction 

This chapter provides background information of the Stock Market in Tanzania. It 

also provides a statement of the research problem, research objectives and questions. 

The chapter proceeds by describing the significance of the study, pointing out how it 

was important to the knowledge contribution, policy makers, managerial decisions 

making and to the researcher. Finally, the chapter presents the logical sequence of 

this report. 

 

1.1 Background of the Study 

Equity is among the major ingredients required, to begin and expand business 

operations and thus enabling the proprietor to maximize his/her profit. According to 

GTA Business Broker, private equity financing allows business to utilize the 

alternative resources when a bank funding is unavailable or offered at a high interest 

rate. Money is made available, by a private equity group where the investor also has 

an option of taking up a position within the company as well. Furthermore, a private 

equity financing also involves investing in companies with an interest-back 

guarantee. 

Stock market is an economic institution, which promotes efficiency in capital 

formation and allocation. It is a secondary capital market where large and small 

investors could purchase and sell securities (shares and bonds etc.). Stock market is 

an organized market where buyers and sellers of securities meet, as they were 
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represented by dealers/brokers and acquire or dispose securities (DSE, 2007; 

Norman, 2006). It is a market where securities are traded by members of the 

exchange who may act as both agents (brokers) and as principal (dealers) (Benning, 

2007).   

The stock market enables governments and industry to raise long-term capital for 

financing new projects, expanding and modernizing industrial/commercial concerns. 

If capital resources are not provided to those economic areas, especially industries 

where demand is growing and which are capable of increasing production and 

productivity, the rate of expansion of the economy often suffers. A unique benefit of 

the stock market to corporate entities is the provisional of long-term non-debt 

financial capital. Through the issuance of equity securities, companies acquire 

perpetual capital for development. Through the provisional of equity capital, the 

market also enables companies to avoid over-reliance on debt financing, thus 

improving corporate debt-to-equity ratio. Alile, (1984) asserts that as economies 

develop, more funds are needed to meet the rapid expansion. The stock market 

serves as the veritable tool in the mobilization and allocation of savings among 

competing uses which are critical to the growth and efficiency of the economy.  

Before the introduction of Dar es Salaam Stock Exchange (DSE) in 1996, business 

organizations within the country had no option of raising their capital through selling 

shares to the public. The available sources to them, which were expensive and faced 

limitations, were borrowings from commercial banks or depending on the internal 

sources, such as re-investing profit. According to Osei, (1998), the business sector 

had depended mainly on short-term financing such as overdrafts, to finance even 

long-term capital. Based on the maturity matching concept, such financing is risky. 

javascript:;
javascript:;
javascript:;
javascript:;
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The above situation hindered the business organizations to grow and expand their 

operations, due to the fact that, the cost of capital in terms of loans/borrowings, was 

imposed by the Commercial Banks at a high rate. On the other hand, the other option 

of re-investing profit for the purpose of expanding the capital, had no guarantee 

because firms may sometimes suffered the losses due to a high interest rate, or the 

shareholders may sometimes opted to receive dividends rather than retaining profit. 

In addition, the above constraints in one way or another hindered the majority of 

business organizations to grow and thus remained stagnant or became bankrupt. 

In order to address the above outlined challenges, the government introduced an 

initiative of enacting Capital Market and Security Act in 1994. The Act was enacted, 

to establish a Capital Market and Security Authority (CMSA), for the purpose of 

promoting and facilitating development of an orderly fair, and efficient Capital 

Market and Security Industry in Tanzania. To make provisions with respect to Stock 

Exchanges, Stock Brokers and persons dealing in securities and for connected 

purposes (DSE Journal, 2008). 

The Authority, supervised and regulated the formation of the Dar es Salaam Stock 

Exchange (DSE), which was incorporated in September 1996, as a company limited 

by guarantee, without a share capital under the companies ordinance (Cap. 212) 

(DSE, 2008). DSE was established with a view of facilitating the reform process in 

the financial sector, encouraging a wider ownership of shares among Tanzanians, 

facilitating privatization process and assisting in mobilization of capital for medium 

and long-term investments. DSE begun trading activities in 15
th

 April, 1998 with 

only one equity product, by then, Tanzania Oxygen Limited (TOL) followed by the 

Tanzania Breweries Limited (TBL) during the same year. The delay, was due to the 

javascript:;
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necessary background operational preparations that were inevitable such as, training 

of brokers and formulation of issuance and trading rules (CMSA, 2008).  

The formation of DSE, opened up the opportunities for 17 listed companies in 

Tanzania, to sell their shares to the public and thus enabling individual Tanzanians, 

to become part of the shareholders to such Companies. The current 17 listed 

companies in Tanzania stocks with their issued shares are presented in Table 1.1 

below: 

Table 1.1: Listed Companies in Tanzania Stock Market 

Source:  Dar es Salaam Stock Exchange 

S/N 

 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8.  

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

Company Name 

 

TOL Gases Limited 

Tanzania Breweries Limited 

Tanzania Tea Packers Limited 

Tanzania Cigarette Company Limited 

Tanga Cement Company Limited 

Swissport Tanzania Limited 

Tanzania Portland Cement Company Limited 

Dar Es Salaam Community Bank 

National Microfinance Bank Plc 

Kenya Airways Limited 

East African Breweries Limited 

Jubilee Holdings Limited 

Kenya Commercial Bank Limited 

CRDB Bank Public Limited Company 

Nation Media Group Limited 

AFRICAN BARRICK GOLD PLC 

Precision Air Services PLC 

Symbol 

 

TOL 

TBL 

TATEPA 

TCC 

SIMBA 

SWISSPORT 

TWIGA 

DCB 

NMB 

KA 

EABL 

JHL 

KCB 

CRDB 

NMG 

ABG 

PAL 

Issued 

Shares 

42,472,537 

294,928,463 

17,857,165 

100,000,000 

63,671,045 

36,000,000 

179,923,100 

 32,393,236 

500,000,000 

461,615,484 

658,978,630 

36,000,000 

2,950,169,143 

2,176,532,160 

157,118,572 

410,085,499 

193,856,750 

javascript:;
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=1
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=2
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=3
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=4
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=5
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=6
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=7
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=9
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=10
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=11
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=12
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=13
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=16
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=17
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=18
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=20
http://www.dse.co.tz/main/index.php?rec=main&page=6&id=21
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Over 16 years of its operations, DSE has managed to mobilize investment of more 

than USD 1.85 billion for both, equity and bonds market segments. The DSE market 

capitalization currently,  stands at USD 8.16 billion and outstanding bonds are worth 

USD 1.45 billion (IFC Sept, 2012). The main lines of DSE business are listings, 

trading, clearing and settlement of traded securities. It also plays a role of an 

educator on matters relating to capital markets (shares and bonds). 

 

Every capital market in the world, is monitored by the financial regulators and their 

respective governance organization. The purpose of such regulations is to protect 

investors from fraud and deception. Financial regulatory bodies are also charged 

with minimizing financial losses, issuing licenses to financial service providers and 

enforcing applicable laws. In Tanzania, the activities of the exchange are monitored 

and supervised by the Capital Markets and Securities Authority (CMSA). The DSE 

operates in close association with the Nairobi Securities Exchange in Kenya and the 

Uganda Securities Exchange in Uganda. Plans are underway to integrate the three to 

form a single East African Bourse (DSE Journal, 2007). 

 

1.2  Statement of the Problem  

Finance is a global problem that is shared by every country – developed or 

underdeveloped. Capital markets are the key part of the financial sector. They 

facilitate the intermediation process, by systematically enabling movement of funds 

from those with excess to investment avenues that are searching for medium and 

long-term funds (Mkulo, 2008).  The primary role of the capital market is to raise 

long-term funds for business operations, governments and banks while providing a 

platform for trading of securities. The fund raising is regulated by the performance of 

the stock and bond markets, within the capital market. The member organizations of 

http://en.wikipedia.org/wiki/Nairobi_Securities_Exchange
http://en.wikipedia.org/wiki/Kenya
http://en.wikipedia.org/wiki/Uganda_Securities_Exchange
http://en.wikipedia.org/wiki/Uganda
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the capital market may issue stocks and bonds in order to raise funds. Investors can 

then invest in capital market, by purchasing those stocks and bonds.  

 

Pardy (1992) observes that, securities markets have an important role to play in 

financial liberalization and deepening. The author contends that, apart from 

providing a means of diversifying risk for both capital raisers and investors, 

securities markets could play other roles. For example, they are the mechanism for 

capital allocation and corporate monitoring, and the means for government to 

exercise market-based, rather than direct fiscal and monetary policies. 

 

The introduction of Dar es Salaam Stock Exchange that was facilitated and regulated 

by the CMSA in 1998 has said to open new opportunities within the business 

communities, inside and outside the country to sell and buy shares and stocks. Such 

establishment was expected to minimize the equity constraint faced by business 

organizations on one hand and enabled ordinary Tanzanians to invest in such 

organizations, on the other hand.  So far, it is argued that, the DSE enables the listed 

companies to market their securities as well as helps those who wish to join or exit 

the market and thus ensures liquidity in the secondary market. It is also argued that 

DSE facilitates price discovery. Through demand and supply forces together with an 

efficient information processing mechanism, DSE ensured that buyers and sellers of 

securities transacted at fair prices (DSE, 2008).  

 

Furthermore, it has been alleged that, DSE facilitates transparency.  Disclosure 

requirements put in place by the DSE required listed companies to promptly disclose 

all price sensitive information, so that investors may make informed decisions. 

According to Yartey and Adjasi (2007), they not only argued that, efficient stock 
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markets may reduce costs of information through generation and dissemination of 

firm specific information that efficient stock market prices revealed, but also, 

facilitated privatization and a wider ownership of resources. The market has been 

said to facilitate and continues to facilitate privatizations of parastatal organizations, 

which were previously under the control of the Government.  

 

DSE additionally is argued to facilitate raising of capital by firms. These companies 

are able to sell new securities at prices which could lower the cost of capital and 

improved their chances of increasing operating profits. In real terms, all listed 

securities at DSE had generally performed well compared to bank deposits. Last but 

not least, DSE has been perceived to contribute to the cultural transformation of 

Tanzanians. This was mainly by a knowledge revolution geared towards educating 

Tanzanians on issues related to stock market operations. This exercise, had 

contributed substantially towards public enlightenment which had caused some 

Tanzanians, to invest in the listed companies as a result of the said transformation 

(DSE, 2008).  Thus, after its 16 years of operations with 17 listed companies, this 

study has found the need to find out whether the DSE had managed to open 

investment opportunities and address the equity challenges facing Tanzanian‟s 

business organizations. 

 

1.3 Research Objectives 

The main objective of this study was to assess the success and challenges of Stock 

Market in Tanzania by taking listed companies as the platform of it. In order for the 

main objective to be achieved, the following specific objectives were taken into 

account; 
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1. To determine the perceptions of stakeholders towards stock market 

operations activities. 

2. To understand the opportunities resulting from operations of stock market.  

3. To investigate on the success and challenges facing stock market in Tanzania. 

 

1.4 Research Questions 

With the aim of assessing the success and challenges of Stock Market in Tanzania, 

the study intended to respond to the following research questions; 

1. What are the perceptions of stakeholders towards stock market operations 

activities in the Country? 

2. What are the opportunities resulting from operations of the stock market?  

3. What are the success and challenges facing Stock Market in Tanzania? 

 

1.5 Significance of the Study 

The study has significance to knowledge, policy and management practices. For the 

case of knowledge contribution, the findings improved our understanding towards 

performance of stock market, as perceived by stakeholders. They are also essential to 

other scholars that intend to undertake more investigations in this area. With respect 

to policy implications, findings could also assist key decision makers, in formulating 

policies and strategies that could improve the performance of the stock market. On 

the other hand, they may be useful to DSE and the listed companies as they disclose 

the areas of strengths and weaknesses, as well as the possible means that could be 

applied to improve operations of stock market.  
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1.6 Dissertation Report Disposition 

This chapter provides the background information to the problem. Other issues 

covered are the statements of research problem, objectives, research questions, and 

significance of it.  Chapter two presents the definitions of key terms, theoretical 

perspectives, and empirical review of the literature and then, summarizes it into a 

conceptual framework that guided the study. At the end of this chapter, the 

knowledge gap has been identified showing the need for conducting the study. 

Chapter three offers a detailed discussion on methodological issues. It shows the 

study setting, research design employed, research approach, the sampling techniques 

used and the sample size taken. The chapter winds up with matters pertaining to data 

collection, data analysis and credibility issues. Chapter four presents the research 

findings and their discussions as guided by the research objectives. Finally, chapter 

five summarizes the findings of the study. It shows the contribution of it to 

knowledge, management and policy implications. Further, the chapter provided 

recommendations to the Government, management, firms, individuals and ends by 

showing the limitations of the study and finally put suggests new areas for further 

study. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.0 Introduction 

The literature review of this study covers areas of the stock market and its 

importance in facilitating the business organizations, to raise their equity/capital. The 

chapter begins with the description of the key concepts relating to stock market and 

its role in raising capital. It is then followed by the key actors involved in stock 

market, how stock market operates, and the factors affecting stock market.  The 

chapter also describes about theoretical perspectives and empirical findings, ending 

with the conceptual framework of the study. 

 

2.1 Conceptual Overview  

This section provides a conceptual understanding of the key terms and issues related 

to the study. These are financial markets, money markets and capital markets. Others 

are the roles of capital markets, key actors of stock markets and how stock market 

operates. These terms are presented alternatively here under. 

 

2.1.1 Definitions of key terms 

Financial market  

The financial market is an aggregate of possible buyers and sellers of financial 

securities, commodities, and other fungible items, as well as the transactions between 

them. The financial markets are markets which facilitate the raising of funds or 

investment of assets, depending on viewpoint. They also facilitate handling of 

various risks (Chisholm, 2009). Examples of financial markets include capital 

market, derivative market, money market, and currency market. There are many 

https://www.boundless.com/definition/securities/
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different ways to divide and classify financial markets: for example, into general 

markets and specialized markets, capital and money markets, and primary and 

secondary markets.  

The term "financial markets" is also often used to refer to all the different sorts of 

markets in the financial sector, including ones that are not directly concerned with 

raising finance, such as commodity markets and foreign exchange markets 

(McLindon, 1996). 

(Al-Faki, 2006) states that, Financial Market consists of two divisions, money and 

capital markets. The money market, is basically entitled to supply finance on short 

term basis to individuals, businesses, enterprises, governments and their agencies. 

The capital market on the other hand, provides finance on medium to long-term basis 

to corporate bodies, governments and their agencies. Within the financial sector, the 

term "financial markets" is often used to refer solely to markets that were used to 

raise finance:  

 For long-term finance, where capital markets are used.  

 For short-term finance (maturity up to one year), where money markets are 

used. 

 

Money market 

According to McLindon (1996), money market is the sector of the financial market, 

that includes financial instruments that have a maturity or redemption date, that is 

one year or less at the time of issuance. Money market provides short term debt 

financing and investment. It is a market for short-term (less than one year) debt 

securities. Examples of money market securities include treasury bills, commercial 

http://en.wikipedia.org/wiki/Commodity_markets
https://www.boundless.com/definition/finance/
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paper, and negotiable certificates of deposit issued by government, business, and 

financial institutions. Money markets are used for raising of a short term finance, 

sometimes for loans that were expected to be paid back as early as overnight. On the 

other side the Capital markets are used for the raising of long term finance, such as 

the purchase of shares, or for loans that are not expected to be fully paid back for at 

least a year (Arthur and Sheffrin, 2003).  

 

Funds borrowed from money markets are typically used for general operating 

expenses, to cover brief periods of illiquidity. For example, a company may have 

inbound payments from customers that have not yet cleared, but may wish to 

immediately pay out cash for its payroll. When a company borrows from the primary 

capital markets, often the purpose is to invest in additional physical capital goods, 

which will be used to help increase its income. It can take many months or years 

before the investment generates sufficient return to pay back its cost, and hence the 

finance is long term (McLindon, 1996).  

 

Stock market or equity/capital market  

Capital market, is a public entity (a loose network of economic transactions, not a 

physical facility or discrete entity), for the trading of company stock (shares) and 

derivatives at an agreed price; these are securities listed on a stock exchange as well 

as those only traded privately. Rashid (2008) defines capital markets, as an integral 

component of the financial markets that provide avenues for raising long term 

financial resources and channel them to economic ventures, thus availing several 

economic benefits and potentials for economic development. In the process, capital 

markets provide liquidity, price discovery, reduced inflation, and reduced the cost of 

http://en.wikipedia.org/wiki/Money_markets
http://en.wikipedia.org/wiki/Illiquidity
http://en.wikipedia.org/wiki/Capital_goods
http://en.wikipedia.org/wiki/Stock
http://en.wikipedia.org/wiki/Share_(finance)
http://en.wikipedia.org/wiki/Derivative_(finance)
http://en.wikipedia.org/wiki/Security_(finance)
http://en.wikipedia.org/wiki/Stock_exchange
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financial transaction, transfer of risk and an alternative source of financing 

investments. It is the place where investors buy and sell shares of company stocks, to 

add or subtract from their investment portfolio, and most of these transactions are 

completed electronically over the internet. 

 

Akrani (2010) looks at capital market as one of the significant aspects of every 

financial market. Broadly speaking, the capital market is a market for financial 

assets, which have a long or indefinite maturity. Unlike money market instruments, 

the capital market instruments become mature for the period above one year. It is an 

institutional arrangement to borrow and lend money for a longer period of time. It 

consists of various financial institutions which play the role of lenders in the capital 

market. Business units and corporate are the borrowers in the capital market. Capital 

market involves various instruments which can be used for financial transactions. 

Capital market provides long term debt and equity finance for the government and 

the corporate sector. Capital market institutions provide domestic loans, foreign 

exchange loans, consultancy services and underwriting. The capital markets, are 

facilities and interactions through which funds move from fund holders to productive 

users. The market channels funds at the market price, to productive activities. The 

capital market is classified into two segments. These segments are primary and 

secondary markets (DSE, 2010; Bodie et al., 2009).  

 

 Primary market 

The primary market is a market for new shares. It is the market in which new issues 

of securities are first offered to the public. This first offering of shares publicly is 

called the initial public offering. Proceeds from primary offerings go directly to the 

issuer (Chisholm, 2009). 

http://kalyan-city.blogspot.com/2010/09/instruments-of-monetary-policy.html
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 Secondary market 

The secondary market on the other hand, is a market where the existing securities are 

traded. It is a market where existing securities trade after they have been sold to the 

public in the primary market. Stock exchanges such as The Dar es Salaam Stock 

Exchange, bond markets and other stock exchanges are secondary markets 

(Chisholm, 2009). Newly formed (issued) securities are bought or sold in primary 

markets, such as during initial public offerings. Secondary markets are for the 

secondary trade of securities, providing a continuous and regular market for the 

buying and selling of securities. 

 

2.1.2 The Role of Capital Market  

Capital market as part of financial market, contributes to the economic growth and 

development, by providing the needed finance for provision of goods and services. 

Capital market plays a crucial role in any modern economy, as they allow investor‟s 

fund to flow to the most promising opportunities, that is, funds are mobilized and 

channeled efficiently from savers to users (DSE, 2006; Hubbard and Thornton, 

2006).  There is a growing concern on the role of stock market in economic growth 

(Levine and Zervos, 1996). The stock market is in the focus of the economist and 

policy makers, because of the perceived benefits it provides for the economy. It is 

observed that, stock market provides the fulcrum for capital market activities and it 

is often cited, as a barometer of business direction. For instance according to 

Obadan, (1998), an active stock market may be relied upon to measure changes in 

the general economic activities using the stock market index. 

 

https://www.boundless.com/definition/initial-public-offering/


15 

 

The stock market, is viewed as a complex institution imbued with inherent 

mechanism through which, long term funds of the major sectors of the economy 

comprising households, firms and government are mobilized, harnessed and made 

available to various sectors of the economy (Nyong, 1997). The development of the 

capital market, and apparently the stock market, provides opportunities for greater 

funds mobilization, improved efficiency in resource allocation and provision of 

relevant information for appraisal (Inanga and Emenuga, 1997). 

 

2.1.3 The Key Actors of Stock Market 

According to Anna, (2013), the individual actors in the financial markets can be 

broken down into three main categories, investors, intermediaries and issuers. An 

investor is someone who allocates capital with the expectation of financial return. 

The types of investment include equity, debt securities, real estate, currency, 

commodity, etc. The issuer on the other hand, is a legal entity that develops registers 

and sells securities for the purpose of financing its operations. Issuers may be 

domestic or foreign governments, corporations or investment trusts.  

 

Intermediaries, include financial institutions that perform the vital role of bringing 

together those economic agents with surplus funds who want to lend with those with 

a shortage of funds, who want to borrow. The classic example of a financial 

intermediary is a bank that consolidates bank deposits and uses the funds to 

transform them into bank loans. Other classes of intermediaries include credit 

unions, financial advisors or brokers, collective investment schemes and pension 

funds. 
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2.1.4 How Stock Market Operates 

According to Pandey (2008), share of stock, is literally a share in the ownership of a 

company. When you buy a share of stock, you are entitled to a small fraction of the 

assets and earnings of that company. Assets include everything the company owns 

(buildings, equipment, trademarks), and earnings, are all of the money the company 

brings in from selling its products and services. 

A company wants to share its assets and earnings with the general public because it 

needs the money of course.  The company has only two ways to raise money to cover 

start-up costs or expand the business; it can either borrow money (a process known 

as debt financing) or sell stock (also known as equity financing). 

The disadvantage of borrowing money is that, the company has to pay back the loan 

with interest. By selling stock however, the company gets money with fewer strings 

attached. There is no interest to pay and no requirement to even pay the money back 

at all. Even better, equity financing distributes the risk of doing business among a 

large pool of investors (stockholders). If the company fails, the founders do not lose 

all of their money; they lose several thousand smaller chunks of other people's 

money (Pandey, 2008). 

Stocks in publicly traded companies are bought and sold at a stock market (also 

known as a stock exchange). The Dar es Salaam Stock Exchange (DSE) and New 

York Stock Exchange (NYSE) are good examples of such markets. The DSE is like a 

supermarket for stocks where everyone who wants to buy and sell shares of stocks 

can go to buy and sell. Modern stock exchanges make buying and selling easy. One 

does not have to actually travel to New York to visit the New York Stock Exchange. 

http://money.howstuffworks.com/personal-finance/debt-management/interest-only-loan.htm
http://money.howstuffworks.com/personal-finance/debt-management/interest-only-loan.htm
http://www.nyse.com/
http://www.nyse.com/
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S/he can call a stock broker, who does the business with the NYSE, or can buy and 

sell stocks online for a small fee. 

 

2.2 Theoretical Perspective/Theories of Stock Market  

This section provides different theories that contribute to the Stock Market. From the 

point of view, this study, it was found important to provide an insight review of the 

Efficient Market Hypothesis, to highlight the important implications it holds for the 

nature of stock prices, and also for investors seeking a higher risk adjusted returns. 

Following this, the Capital Asset Pricing Model and the Arbitrage Pricing Theory, 

are discussed and compared. As explained, both models represented early asset 

pricing models which assert that, a linear relation exists between an asset‟s expected 

return and its covariance with other variables. The weakness of these two theories, 

originating from the restrictive nature of their simplifying assumptions, leads to the 

review of an alternative set of asset pricing models.  

 

2.2.1 Efficient Market Hypothesis 

The Efficient Market Hypothesis (EMH), is a theory which implies that market 

prices of financial assets fully reflect all available information (Lo, 1997). The 

Efficient Market Hypothesis, was developed and introduced by Eugene Fama and is 

based on the premise that stock prices at any given time reflect all available 

information. In this sense, Fama (1970), regards stock markets to be fully efficient, 

and encapsulated by the idea of a “random walk”. The random walk lends support to 

the view that, the flow of information is, without delay, immediately reflected in 

stock prices. Thus, stock prices of today reflect news released today and furthermore, 

stock prices of tomorrow fully reflect information or news released at that point in 

http://money.howstuffworks.com/personal-finance/online-banking/online-trading.htm
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time in the future. News by definition is unpredictable; the implications of this are 

that, stock prices today cannot be used to predict stock prices tomorrow (Malkiel, 

2003).  In other words, investors are not able to earn risk adjusted returns, that are 

higher than the market return since arbitrage opportunities are impossible. An 

efficient market should react only to new information but since this is unpredictable 

by definition, price changes or returns in an efficient market, cannot be predicted 

(Samitas and Kenourgios, 2004). The EMH thus, has damning implications for 

technical analysts, since implicit to the hypothesis is that, any individual who is able 

to invest in the market will earn a return, that theoretically should be similar, if not 

the same, as professional traders or investors. However in recent times, the EMH has 

become a topic of discussion due to instances, where market prices have failed to 

reflect information, as well as investors being able to earn higher returns than those 

of the market.  

 

The first challenge to the EMH theories, came in the 1980s and was widely debated 

upon in academic press. For example, using annual US stock market data from 

various sample periods, LeRoy and Porter (1981) and Shiller (1981) found out that, 

the variance bound for EMH to hold is violated dramatically. Although LeRoy and 

Porter (1981) are more cautious about the implications of such violations, Shiller 

(1981) concludes that, stock market prices are too volatile and the EMH must be 

false. Malkiel (2005) cites instances, particularly relating to financial market 

irregularities such as the internet bubble of the late 1990s, where the EMH did not 

hold true. Furthermore, Moolman and du Toit (2005) suggest that, only in the short 

run investors are able to earn higher risk adjusted returns. This is because the 

intrinsic value of stocks in different industries or sectors may, in fundamental 
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analysis, be non-uniformly affected by macroeconomic changes. In such cases, the 

EMH in its strictest form may not hold. 

 

2.2.2 Capital Asset Pricing Model (CAPM) 

The Capital Asset Pricing Model was developed by Sharpe (1964), Lintner (1965, 

1969) and Mossin (1966), to investigate the effects that risk had on the expected 

return of an investment relative to the market portfolio. The market portfolio in 

question is derived by applying the simplifying assumptions of the CAPM, with the 

foundations laid by portfolio theory. The first assumption of the CAPM is that, 

investors are risk averse and seek to minimize their portfolio risk, with a given level 

of expected return. Secondly, capital markets are perfect with no transaction costs or 

taxes, information is available to all investors, also allowing investors to borrow and 

lend at the risk free rate. Thirdly, the investment choices are homogenous for all 

investors. Lastly, all investors have the same estimates of the expected returns, 

standard deviations of return and correlations between returns of all assets (Perold, 

2004). In portfolio theory, investors choose portfolios that are said to be mean-

variance-efficient, and found along the efficient frontier for portfolios (Fama and 

French, 2004). The CAPM assumes that, any portfolio that is mean-variance-

efficient and lies on the efficient frontier, is also equal to the market portfolio. The 

implications of this, according to Fama and French (2004), are that the relation 

between risk and expected return, for any efficient portfolio must also hold for the 

market portfolio, if equilibrium is to be maintained in the asset market. Thus the 

CAPM may be stated formally as follows: 
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E(Ri) =   Rf  + [ E(Rm) – Rf ] βim 

 where, 

E(Ri)  = Expected return on asset i 

Rf       = Risk-free rate of return 

E(Rm) = Expected return of the market portfolio 

βim       = Beta of the asset market 

 

The above equation illustrates how in the CAPM, an asset‟s expected return is 

determined by the risk free rate plus a risk premium and, furthermore, is linearly 

related to the market beta. The risk premium consists of the market beta (βim) times 

the premium per unit of beta risk [E(Rm) – Rf]. 

The CAPM has, however, come under criticism due to its unrealistic assumptions of 

investor behaviour as well as the condition of perfect capital markets. Roll (1977) 

suggests that the market portfolio itself presents a key weakness in the CAPM, since 

it does not state the assets to be included or excluded in the market portfolio. Due to 

these drawbacks, empirical evidence of the practical applicability of the CAPM has 

yielded inconsistent results, as noted by both Fama and French (2004) and Perold 

(2004). 

 

2.2.3 Arbitrage Pricing Theory (APT) 

The Arbitrage Pricing Theory (APT), was formulated by Ross (1976) as an 

alternative to the CAPM. The APT addresses the shortcomings of the CAPM since 

no assumptions are made regarding the distribution of assets‟ returns and 

assumptions on utility theory. Furthermore, the APT in contrast to CAPM 

acknowledges several sources of risk that may affect an asset‟s expected return. The 
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model attributes the expected return of a capital asset to multiple risk factors, and in 

the process measures the risk premiums associated with each of these risk factors. 

The risk of holding a particular asset comes in two forms; the first, according to 

Paavola (2006), is that which is inherent to the overall market, which cannot be 

diversified away. The second is the idiosyncratic risk that is unique to each asset, is 

non-systemic, and can thus be diversified away through portfolio diversification. In 

essence, the APT seeks to capture some of the non-market influences that cause 

capital assets to move together (Paavola, 2006: 6). With the use of the APT 

framework, Chen et al. (1986) concluded that, economic forces affect future cash 

flows as well as dividend payouts, and thus incorporate risk that may be either 

systemic or unique to capital assets. The APT model with multiple risk factors may 

be shown as follows: 

 

E(Rj) = Rf  + URs + URm 

Where: 

E(Rj)  =   Expected return of asset j 

   Rf     =   Risk-free rate of return 

 URs + URm  =  Assets return sensitivity (price of risk)to factor j. 

URs   =  Unexpected return from specific factor 

URm  = Unexpected return from market- releted factor 

 

The APT, as like the CAPM, is subject to certain assumptions; the first of these 

being that, investors may borrow and lend at the risk-free rate, there are no taxes and 

short selling of securities is unrestricted. The second assumption assumes that, a 

wide variety of securities exist, thus risk unique to those securities may be 
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diversified away, and lastly, investors are risk averse who aim to maximize their 

wealth. 

 

Nonetheless, criticisms of the APT have been centred on the generality of the model 

itself. The APT sets no theoretical foundations for the factors, that should be 

included in ascertaining the risk-adjusted return of the capital asset. Furthermore, it 

does not state the number of risk factors that should be included. The APT also 

presents certain methodological issues relating to the estimation of the model. Cheng 

(1996) points out that, the model may be sensitive to the number of independent 

variables included in the linear regression. Evidence of this was found by Paavola 

(2006) and Gunsel and Cukur (2007). However in both cases, it was found out that, 

the applicability of the APT in establishing asset returns may still be valid.  

 

Moreover, theories help to describe an overview of the study at hand. So, they help 

the researcher and stakeholders to have a wider understanding, regarding various 

aspects found in the study. All these three theories contribute to the Stock Market, it 

was found imperative to provide the insight review of all these theories so as, to 

highlight the important implications they holds for the stock prices, expected return 

on asset and risk-free rate of return. As explained earlier, these models will be useful 

for investors seeking higher returns on their investment, consequently, will help them 

to decide on where to invest. 

 

2.3 Empirical Findings 

This section, provides some empirical works which include opportunities of stock 

market operations and factors affecting performance of stock market. 
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2.3.1 Opportunities of Stock Market Operations 

Capital market development, is an important component of financial sector 

development and supplements the role of the banking system in an economic 

development. In other words, Capital markets are needed as an alternative source of 

financing, supplementing commercial banks, which dominate the East African 

Community (EAC) financial sector with low competitiveness (Gaertner, Sanya, and 

Yabara, 2011). Capital markets specifically, assist in price discovery, liquidity 

provision, reduction in transactions costs, and risk transfer. They reduce information 

cost, through generation and dissemination of information on firms leading to 

efficient markets in which, prices incorporate all available information (Yartey and 

Adjasi, 2007; Garcia and Liu 1999). 

The determination of the overall growth of an economy, depends on how efficiently 

the stock market performs its allocative functions of capital. As the stock market 

mobilizes savings concurrently, it allocates a larger proportion of it to firms with 

relatively high prospects, as indicated by its rate of returns and level of risk. The 

importance of this function is that, capital resources are channeled by the mechanism 

of the forces of demand and supply to those firms, with relatively high and 

increasing productivity thus enhancing economic expansion and growth (Alile, 

1997). 

The usual result is that, financial development promotes economic growth. Levine 

and Zervos  (1998), for instance, show that, stock market development affects 

growth through capital accumulation and improvement in productivity. 
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Demirguc-Kunt (1992) observes that, in the poorest developing countries, firms rely 

mostly on internal resources and informal credit markets for financing. Commercial 

Banks are the main financial institutions. The author contends that, the loan contracts 

of commercial banks are generally short term, and formal direct credit markets for 

long term debt or equity do not exist, thereby constraining both corporate and 

economic growth. 

 

2.3.2 Factors Affecting Performance of Stock Market 

There are various factors whose occurrence may have a negative impact on the 

performance of stock markets. Such factors may sometimes be beyond the control of 

these markets, which largely stem from instabilities in the economic systems as well 

as political systems as explained here under: 

a) Macro-economic and political instability 

The stability of a macroeconomic environment, is central to the development 

of the stock market. High macroeconomic and political instabilities lead to 

the high volatility in the financial markets. Their prevailing evidence is that, 

stability such as low and predictable rate of inflation, contributes to stock 

market development in emerging markets. 

Other research studies have also shown that, country risk by implication, 

macro-economic risk, is the predominant source of variation in stock returns 

across countries. Political risk, is often associated with lack of quality 

institutions, such as law and order and democratic accountability, and 

engenders in increased risk premium in the stock market. Further, investors 

would be concerned about a source of political risk, stemming from the odds 
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of adverse changes in government policies and political climate, which have 

adverse consequences on the development of stock markets (Humpe and 

Macmillan, 2007) 

High economic and political instability is also likely to exacerbate 

information asymmetries in the stock market, inducing excess volatility that 

attracts noisy traders as well as gamblers. Converting a stock exchange, into a 

gambling casino is destabilizing not only to the stock market but also the 

economy at large. If that happens, African stock markets, for instance will not 

accurately reflect the underlying fundamentals, leading to an emergence of 

speculative bubble and irrational behaviour (Fang & Miller, 2002). 

 

b) Currency Fluctuations 

Depreciations and wide fluctuations, in the values of African currencies can 

induce an important risk factor in the African stock market scene. High 

currency exchange volatility is endemic to African economies, creating an 

impediment to foreign investments. There is evidence that currency 

depreciation has an adverse impact on the performance of African stock 

markets (Senbet and Otchere, 2006). Unlike hard currencies, African 

currencies are readily hedged. In view of the dearth of hedging mechanisms 

through derivatives markets (forward, futures and options), an indirect 

approach would be to increase the number of export-oriented companies on 

the stock exchanges. In particular, those with exposure to hard currency 

exports should be targeted, so as to provide substantial hedging against local 

currency devaluation (Pal and Mittal, 2011). 
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c) Crisis of International Confidence 

Sub-Sahara Africa still conjectures up images of war, famine, massive 

corruption, failed projects, grossly undisciplined governance and gross 

violations of human rights, in international news headlines. This is despite the 

extensive political, economic and financial sector reforms, that have taken 

place in the region. This information gap has serious consequences for 

African stock markets and the financial systems at large (Senbet and Otchere, 

2006). 

 

Despite that, Africa has been receiving a growing attention and investment 

opportunity, from foreign investors to invest in Africa but still there are challenges 

which hinder sustainable economic growth and development (Senbet and Otchere, 

2008). Some of the challenges, may be one of the factors which affect also the 

sustainable growth of capital markets as well as stock exchange markets in Africa. 

 

2.4 Conceptual Framework of the Study 

The conceptual framework shown below guided the study: 
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Figure 2. 1: Conceptual Framework 

 

Source: Researcher‟s Reflection of the Literature  

 

Description of the Model 

The Dar es Salaam Stock Exchange is facing various challenges which act as major 

constraints to achieve its intended objectives. Among the challenges include a few 

market participants, lack of public awareness regarding the benefits of stock 

exchange, lack of efficient technology, lack of sufficient market expert, and macro 

economic instability like inflation, price fluctuations, etc. Despite the above 

mentioned challenges facing DSE, the stock market has achieved some successes, 

which create some relief to the stakeholders such as listed companies, investors and 
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intermediaries. Among the few successes achieved include market for company‟s 

shares, employment opportunities, improves company‟s financial credibility, and 

diversification as shown in the model. The model also conceptualizes the perceptions 

of stakeholders regarding the operations and performance of DSE. 

 

2.5 Knowledge Gap 

The stock market, acts as a platform for companies to raise money for their business 

and investors to invest in securities. When both the buyers and sellers in stock 

markets are institutions, rather than individuals, the stock market principle is more 

institutionalized. The emergence of this institutional investor concept has brought 

some improvements to stock market operations around the world. Stock markets act 

as a market place for stock trading, it also acts as the clearing house for stock 

transactions. This means that stock exchanges collect and deliver the securities and 

also guarantee payment to the seller.  This ensures both the buyers and sellers of 

securities that their counterparts will not default on the transaction.  

Stock markets in various countries around the world have performed well due to 

financial sector reforms and integration. International flow of funds has raised the 

expertise of stock exchanges in the respective countries. Knowing the importance of 

stock market as a catalyst of economic growth and development, Tanzania 

Government, carried out reforms in financial sector and established Capital Market 

and Security Authority in 1994. The authority was established for the purpose of 

promoting and facilitating the development of an orderly, fairly and efficiently 

Capital Market and Security Industry in Tanzania (DSE Journal, 2008). The 

Authority supervised and regulated the formation of the Dar es Salaam Stock 
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Exchange (DSE), which was incorporated in September 1996 as a company limited 

by guarantee without a share capital under the companies ordinance (Cap. 212) 

(DSE, 2008). DSE started trading activities in 15
th

 April, 1998.  

The emergence of Stock Market in Tanzania, provides an important opportunity for 

the Public Limited Companies and Public Corporations, to raise the equity without 

having trouble of paying high lending costs (interest).  

Nonetheless, since its inception in 1996, literature is silent on any assessment that 

has conducted regarding achievements, challenges and how stakeholders perceive 

the operations of DSE. This study was an attempt to investigate on the success and 

challenges of DSE, according to the key players of the market.  
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.0  Introduction 

This chapter is about the methodological issues regarding this study. It begins by 

presenting the study setting, followed by research design. Further, it provides a 

description about the study approach adopted. The chapter then presents issues of 

sampling techniques and sample size. It proceeds by presenting data collection 

methods, data collection procedures and data analysis. Finally, the chapter winds up 

with a section on validity, reliability and ethical concerns. 

 

3.1  Study Setting 

This study was based in Dar es Salaam ostensibly, because the Capital Market was 

established in that region and it is operating there as the headquarters. Thus, the 

region was selected because it was a test site, as recommended by Kuhn, (1962). 

Apart from that, the researcher was familiar with the area because she spent most of 

her life time in studying and working in the region. Therefore, it was easy and 

convenient to access data and information required to answer the research questions. 

According to Kothari (2009), convenience is one of the biggest considerations in 

selecting area for a study. Furthermore, Stake (1998) opines that, when selecting an 

area for the study as well as subjects to be included in the study, varieties and 

balance were important but an opportunity to have access to learn was of primary 

importance. 
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3.2  Description about the Study Setting  

The case study of this research was conducted in Dar es Salaam as mentioned above. 

Dar es Salaam which is the most popular city in Tanzania, is one of the 

fastest‐growing cities in sub-Saharan Africa, with a population growth rate of about 

8 percent per year. 

 

The City is located between latitudes 6.36 degrees and 7.0 degrees to the south of 

Equator, and longitudes 39.0 and 33.33 to the east of Greenwich. It is bounded by the 

Indian Ocean on the East and the Coast Region on the other sides. The City 

experiences a modified type of equatorial climate. It is generally hot and humid 

throughout the year with an average temperature of 29ºC. The City is divided into 

three districts mainly Ilala, Kinondoni and Temeke. The total surface area of Dar es 

Salaam City is 1,800 square kilometres, comprising of 1,393 square kilometres of 

land mass with eight offshore islands, which is about 0.19% of the entire Tanzania 

Mainland‟s area. Temeke Municipality has the largest land surface area followed by 

Kinondoni, while Ilala has the smallest area (URT, 2004). 

 

The City was originally dominated by Zaramo and a few other tribes especially 

Ndengereko and Kwere. However, due to urbanization, many people of different 

ethnicity and origins, have immigrated to the city in big numbers. This has caused 

the undefined cultural change.  Based on the 2012 Population and Housing Census, 

Dar es Salaam had 4,364,541 inhabitants, of whom 2,125,786 were males and the 

rest 2,238,755 were females. Of the three Municipalities, Kinondoni had the highest 

population with a total of 1,775,049 inhabitants, followed by Temeke with 1,368,881 

and Ilala with 1,220,611 inhabitants.  
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3.3  Research Design 

A research design, is the arrangement of conditions for collection and analysis of 

data in a manner that, aims to combine relevance to the research purpose with 

economy in procedure (Kothari, 2004). This study employed descriptive survey 

research design. Descriptive survey attempts to portray an accurate profile of a 

person, event or situation (Saunders et al, 2000). This research design falls 

somewhere in between purely positivist research to purely phenomenological 

research, in the research methods continuum (Gill and Johnson 1997). Apart from 

using descriptive survey design, the study was conducted using a cross-sectional 

approach. That is, it was undertaken at a particular point in time. It is known that cross-

sectional studies take a snapshot of the situation (Remenyi, et al., 1998; Saunders, et al., 

2000), and may not be as good when considering the dynamic nature of business 

variables. A longitudinal approach (study which takes a diary perspective), would have 

been better when considering generalisability of findings. Despite of this consideration 

however, in this study, the cross-sectional approach was preferred over the longitudinal 

one, due to its greater flexibility in terms of time and financial constraints as well as, 

avoiding the hardship of hunting for respondents more than once. Due to that 

therefore, it was hoped that, the design improved the response rate. Thus, this study 

employed a cross-sectional descriptive survey design where all firms which operated 

in Dar es Salaam and listed under DSE, were considered for the study.  

 

3.4 Research Approach 

Research approach, refers to the chosen way of treating and analyzing the selected 

data and is generally classified as either quantitative or qualitative (Yin, 1993). 

According to Kothari (2009), a quantitative approach is formalized and structured 
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one. The results from a quantitative research are assumed to be measurable and 

presentable in figures. It aims at generalizing by studying a few variables on a large 

number of entities. A qualitative approach is concerned with subjective assessment 

of attitudes, opinions and behavior.  Such research generates results in non 

quantitative form or in the form that, are not subjected to rigorous quantitative 

analysis (Kothari, 2004). Qualitative approach draws conclusions from non-

quantifiable data, such as, attitudes, values, or perceptions. It gives the possibility to 

gain a deeper understanding of the studied area. 

 

This study adopted a mixed methods approach as proposed by Creswell (2004). This 

approach is actually a hybrid of the two dominant approaches (quantitative and 

qualitative approaches). In fact, this approach suited well the design because it 

appeared somewhere in between the research methods continuum. Thus, the 

approach adopted, allowed to mix methods all along from data collection to analysis. 

Due to that, it is hoped that, credibility of the research findings was improved.  

 

3.5 Sampling Techniques  

Sampling technique is a procedure to be adopted to guide for a decision on how the 

sample was going to be selected or obtained from the population. Kothari (2009) 

defines sampling technique, as a technique or procedure the researcher would adopt 

in selecting items for a sample. It is simply a definite plan for obtaining a sample 

from a given population. 

 

This study basically, considered three sampling units, namely; management of listed 

companies, DSE staff and individual participants in the market. In other words, this 

study triangulated data and its sources. With regards to the management of listed 



34 

 

companies, the sampling technique used to select participants was actually 

purposive. This was necessary in order to consider the positions held by these 

individuals during the time of the study. For the case of DSE staff, the selection 

method employed was again purposive as it considered positions of these people 

under DSE. Finally, for the case of individuals, opportunity to learn sampling 

technique as proposed by Stake (1998) was adopted. Under this method, all the 

individual participants were requested to participate in the study; however, those 

who declined for one reason or another were not compelled. Authors like Saunders et 

al., (2000), term this technique as a street corner poll because it considers everyone 

who appears. Further, the method was improved by bearing in mind various types of 

respondents. Under this the researcher considered respondents of both sexes, 

different ages, whether they were brokers or individual buyers as much as conditions 

allowed. Saunders et al., (2000) recommends such considerations when using this 

technique of sampling so as to improve biasness. 

 

3.6 Sample Size 

The sample size is the exact number of items or variables selected from a population 

to constitute a sample (Adam and Kamuzora, 2008). It is selected to estimate the 

characteristics of the entire population. A sample, represents a group of respondents 

drawn from the population in such a way that, the information to be obtained from 

the sample can be generalized on the population.  The sample size for both DSE 

staff, executives from listed companies and individual participants in DSE was 40 

respondents. The sample size drawn was considered to be enough for the reporting 

purpose and analysis as recommended by Aczel, (1999).  In addition, Hogg and 

Tanis (1977) argued that, if the sample size is greater than 25 or 30, an 
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approximation for mean values and variances will be good.  Out of the 40 

respondents who participated in this study, two were DSE staff, 24 were executives 

of the listed companies and the remaining 14 were individuals. 

 

3.7  Data Collection Methods  

Methods used in data collection were interviews, questionnaire and documentary 

review. According to Fisher, (2004), multiple methods in data collection have 

advantage of improving validity as well as the reliability of the study findings. This 

study used a mixed method approach which enabled triangulation of methods and 

data. Further, the study made use of both primary as well as secondary data. Primary 

data are the one collected using interviews and questionnaire, whereby the interviews 

were administered to executives of listed companies and DSE staff. This technique 

was found appropriate for this group because normally, executives are pressed with 

time and any method of data collection employed to them different from interview, 

would not yield results. On the other hand, for individual participants, structured 

questionnaire was administered to them. This was found to be modest because a lot 

of information was required from this group of sampling units. Samples of the 

instruments used for data collection are shown as appendices 1, 2 and 3 at the end of 

this report. 

 

Finally, with respect to documentary review, secondary data and information were 

gathered from various sources including some reports, brochures provided by DSE, 

CMSA, internet and others. 
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3.8 Data Collection Procedure 

The questionnaire and the rest of the data collection tools were prepared in English 

language because it was the common language used in most offices and business. In 

addition, as the majority of the respondents in this study used this language, the 

instruments remained in this language because the sample size drawn represented 

educated people. These instruments were pilot tested before full scale data collection 

was done. According to Janesick (1998), pilot testing the instruments is important 

because of improving validity and reliability, apart from allowing the researcher to 

begin developing and solidifying rapport with participants, as well as establishing 

effective communications patterns. This pilot was done to ten respondents who were 

selected conveniently. According to Fink (1995), the minimum number for pilot 

testing must be ten which was met by this study.  

 

After pilot testing, the instruments were adjusted accordingly before data collection, 

in order to reduce the risk of misunderstanding (Bryman and Bell, 2007). Each 

respondent was approached personally by the interviewer; introduced to the study 

and after consent from the respondents, each question was read and a response given 

recorded for those who were interviewed. For the group that was given the 

questionnaire to fill, again the document was delivered by hand after introduction 

and then collected after being filled. For this group, follow ups using phone calls 

were made. The questionnaires were cross-checked for errors once received. 

Thereafter, data were entered into a computer for analysis in which Excel 

spreadsheet was highly utilized. 
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3.9 Data Analysis 

Data analysis is a general way that involves a number of closely related operations, 

which are performed with the purpose of summarizing the collected data and 

organizing them, in such a manner that they answer the research questions or, the 

computation of certain indices or measures along, with searching for patterns of 

relationships that exist among the data groups (Kothari, 2004). This study employed 

both, quantitative as well as qualitative methods of analysis. Quantitatively data was 

analyzed using Tables, frequencies and percentages. On the other hand, qualitative 

analysis involved pattern matching, strong explanation building and comparison of 

data and information as proposed by Yin (2004).  

 

3.10 Reliability and Validity 

Validity is the extent to which a test measures what it claims to measure. It is vital 

for a test to be valid in order for the results to be accurately applied and interpreted 

(Kendra Cherry, 2009). It refers to the extent to which the concept one wishes to 

measure is actually being measured by a particular scale or index (Sirkin, 1995). 

(Kirk and Miller, 1986) define validity as the extent to which an account accurately, 

represents the social phenomena to which it refers. According to Joppe (2000) 

reliability is the extent to which results are consistent over time. Reliability of a 

measure on the other side may be defined as, the consistency with which repeated 

measures produce the same results across time and across observers (Walsh, 1990). 

Results are referred to as reliable if the same results can be reproduced under a 

similar methodology. 
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To achieve reliability and validity in this study, the following were done. 

1. Data were collected by the main researcher alone. This enabled to avoid 

reliability errors which could arise due to observer error and observer bias. 

2. Pilot test on the instruments was done after which some revisions were made, 

to eliminate ambiguities in the tools. This brought a consistency in 

understanding the questions by all the respondents. 

3. Data were collected by using multiple methods (questionnaire, interviews and 

documentary review) and from different units of analysis (DSE staff, listed 

companies, and individual participants). This helped to observe things from 

different angles and thus, improved validity of data and information that were 

obtained. 

4. Key terms used in this study, were adopted from previous studies as 

recommended by Saunders et al., (2000). 

 

3.11    Ethical Considerations 

Punch (2000) argues that, social research involves consent and ethical issues since it 

is based on data from the people about people. Consideration of the ethics and values 

in research reminds the researcher of his/her responsibility for acknowledging 

literature sources, and for keeping the public informed and protecting privacy as well 

as maintaining the welfare of human subject (Mason and Bramble, 1997). This 

research was carried out by observing confidentiality and ethical issues of the 

respondents. It also guaranteed privacy and anonymity during data collection, 

analysis and report writing. Apart from that, data were collected after getting consent 

of people who agreed to participate in this study. There was no any sort of 

inducement that was used to make people agree to take part in it.  



39 

 

CHAPTER FOUR 

FINDINGS AND DISCUSSION 

 

4.0 Introduction 

This chapter presents the findings of the study, as presented according to the flow of 

the research objectives as proposed by Miles and Huberman (1994). Thereafter, they 

were followed by a loaded discussion. Before presentation of them, the chapter 

provides an overview of DSE. According to Miles and Huberman (1994), when 

studies are based to an organization or events, it becomes prudent to provide 

information on the entities because they form part and parcel of the findings.  

 

4.1 An Overview of Dar-es-Salaam Stock Exchange Market in Tanzania 

DSE was incorporated in 1996, as a company limited by guarantee without a share 

capital. It became operational, in April 1998. The DSE is a non-profit making body, 

created to facilitate the Government implementation of the reforms and in the future, 

to encourage a wider share ownership of privatized and all companies in Tanzania. 

In February 2005, there were seven equity listings on the exchange, up from six 

equity listings a year earlier. In May 2003, the DSE liberalized its restrictions on 

cross listings to allow cross listings by companies, based in EAC partners Kenya and 

Uganda. Then, Kenya Airways was the first firm to cross list on the DSE (in 

December 2004). Tanzania‟s tiny bond market is currently dominated by government 

issues. The Tanzanian Government introduced two-year bonds in 1997 and then five- 

and seven-year bonds in 2002, in a move to lengthen the maturity profile of the 

government debt. Two-year and five-year bonds were first listed on the DSE in 2002, 

although only Tanzanian residents were eligible to invest in these instruments. In 
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early 2005, other than the Tanzanian government‟s bond listings, “corporate” bonds, 

issued by the East African Development Bank and BIDCO, were listed on the DSE. 

(Irving, Jacqueline, 2005). DSE currently, has 17 listed companies in which 11 are 

local companies and 6 foreign companies. Investors in the stock market always 

expected that, the stock market would provide an additional financial instrument that 

may better meet their risk preferences and liquidity needs, as Levine and Zervos 

(1998) argued that, savings mobilization may increase savings rate. According to the 

World Bank Indicators (2012), the market capitalization of  the listed companies in 

stock exchange market of Tanzania, is US dollar 1,1803,030,000. In 2012, the 

market capitalization of listed companies (% of GDP) was 6.4% with 17 listed 

companies.  

 

4.2 Findings and Discussion 

This section provides the findings of the study, and they have been presented by 

following a chronology of research objectives, which are; to determine the 

perceptions of stakeholders towards stock market operations activities, to understand 

the opportunities resulting from operations of stock market and to investigate on the 

success and challenges, facing stock market in Tanzania. The findings are presented 

below as follows: 

 

4.2.1 Perceptions of Stakeholders 

The first objective of this research was to determine the perceptions of stakeholders 

towards stock market operations activities. To address this objective, nine issues 

were looked at, namely; the quality of services, security, transparency, efficiency and 

increase in capital. Others are; modernization of operations, increase of production, 

avoidance of debt financing and satisfaction on services provided. In presenting 
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these findings, only 38 respondents (individuals and executives of the listed 

companies) were considered. This is so, because they were the main stakeholders of 

this study. These are presented below alternatively as follows: 

 

 Improvement of Quality of Services  

On the issue of improvement of quality of services, participants were asked to 

respond by showing their level of perceptions on the extent to which stock market 

has managed to improve the quality of services rendered by the companies to the 

customers. Table 4.1 below summarizes the findings on this issue. 

Table 4. 1: Perceptions of Respondents on the Improvement of Quality of 

Services 

Strongly 

Disagreed 
Disagreed 

Neither Agree nor 

Disagreed 
Agreed 

Strongly 

Agreed 

Total 

0 (0%) 4 (10.5%) 10 (26.3%) 10 (26.3%) 14 (36.8%) 38 

Source: Field data, (2014) 

Out of 38 respondents who were interviewed to determine the extent to which they 

believed that the stock market has managed to improve the quality of services 

rendered by, the company to the customers, 14 (36.8%) of them strongly agreed 

while 10 (26.3%) just  agreed. On the other hand, 4 (10.5%) disagreed and 10 

(26.3%) neither agreed nor disagreed with the above statement.  Further, if one 

considers that strongly disagree and disagree stand for „disagree‟ then 4 (10.5%) of 

respondents disagreed.  Likewise, if one considers strongly agreed and agreed to 

simply mean „agreed,‟ then 28 (63.1%) of all respondents agreed on the issue that 

stock market has managed to improve the quality of services rendered by the 

company to its customers. 
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 Assurance of Security towards the Key Actors 

Respondents were also asked to assess DSE with respect to its ability to ensure 

security towards the key actors. Table 4.2 presented below shows respondents‟ 

evaluation. 

Table 4.2: Perceptions of Respondents on Assurance of Security 

Strongly 

Disagreed 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

1(2.6%) 3(7.9%) 5 (13.2%) 18 (47.4%) 11 (28.9%) 38 

Source: Field data, (2014) 

 

Table 4.3 above shows that, out of 38 respondents who were interviewed to 

determine whether the Stock Market has successfully ensured security towards the 

key actors, 11 (28.9%) of them strongly agreed and 18 (47.4%) agreed with the 

above statement. On the other hand, 3(7.9%) respondents disagreed while 1(2.6%) 

strongly disagreed. Further, 5 (13.2%) of them neither agreed nor disagreed on 

whether the Stock Market, has successfully ensured security towards the key actors. 

However, if one considers strongly disagreed and disagreed to represent „disagree‟ 

then 4 (10.5%) of respondents disagreed. Likewise, if one considers strongly agreed 

and agreed as „agree‟ then 29 (76.3%) of all the respondents agreed that the stock 

market has successfully ensured security towards the key actors. 

 

 Assurance of Transparency towards the Key Actors 

With respect to assurance of transparency, participants of this research were asked to 

indicate their level of acceptance, on the extent to which stock market has 



43 

 

successfully ensured transparency towards the key actors. Table 4.3 below 

summarizes the results: 

Table 4. 4: Perceptions of Respondents on Assurance of Transparency 

Strongly 

Disagreed 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

0 (0%) 0 (0%) 4 (10.5%) 18 (47.4%) 16 (42.1%) 38 

Source: Field data, (2014) 

From Table 4.3 above, which summarizes the distribution of the respondents who 

were interviewed on whether the stock market, has successfully ensured transparency 

towards the key actors, 16 (42.1%) strongly agreed that the stock market has 

successfully ensured security towards the key actors and 18 (47.4%) just agreed. 

Further, 4 (10.5%) neither agreed nor disagreed while no one disagreed or strongly 

disagreed on this statement.  

 

From this point of view, the above findings show that, almost all respondents who 

were interviewed agreed that, the stock market has successfully ensured security 

towards the key actors if one considers agree and strongly agree, as agree which in 

total makes 34 out of 38 which accounts for 89.5%. 

 

 Enhancement of Efficiency towards the Company’s Operations 

In addition to that, respondents were also requested to appraise the stock market, 

with regards to its capability of having enhanced efficiency, towards the Company‟s 

operations. Table 4.4 below depicts the findings on the issue, where it can be 

observed that, out of 38 respondents who were interviewed on whether the Stock 

Market, has enhanced efficiency towards the Company‟s operations, 9 (23.7%) of 

them, strongly agreed and 12 (31.6%) agreed that, the stock market enhanced more 



44 

 

efficiency towards companies operations. Similarly, 12 (31.6%) neither agreed nor 

disagreed, while 4 (10.5%) disagreed and 1 (4.2%) strongly disagreed. 

 

Furthermore, if one considers strongly disagree and disagree stands for „disagree‟ 

then 5 (13.1%) of respondents disagreed. Moreover, if one considers strongly agree 

and agree as simply „agree‟ then, 21 (55.3%) of all the respondents agreed that stock 

market has enhanced efficiency towards the company‟s operations. Nevertheless, 

some of them argued that a company‟s efficiency may also be attained, through other 

factors such as employees‟ motivation, employment of new technologies, etc. 

 

Table 4. 5: Perceptions of Respondents on Enhancement of Efficiency 

Strongly 

Disagreed 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

1 (2.6%) 4 (10.5%) 12 (31.6%) 12 (31.6%) 9 (23.7%) 38 

Source: Field data, (2014) 

 

 Increase of Company’s Capital 

It was also thought that, the operations of stock market have increased the capital of 

the participating companies. Due that, respondents were asked to rate the market on 

its successfulness, in terms of increasing capital of the participating companies. 

Table 4.5 below presents the findings that, out of 38 respondents who were 

interviewed, 16 (42.1%) strongly agreed that Stock Market has successfully managed 

to increase the Company‟s Capital, while 14 (36.8%) just agreed. In addition, 4 

(10.5%) of them neither agreed nor disagreed and 2 (5.3%) disagreed while the 

remaining 2 (5.3%) strongly disagreed on the above statement. The table below 

depicts the distribution of the respondents on Perceptions of Respondents on Increase 

of Company‟s Capital.  
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Table 4. 6: Perceptions of Respondents on Increase of Company’s Capital 

Strongly 

Disagreed 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

2 (5.3%) 2 (5.3%) 4 (10.5%) 14 (36.8%) 16 (42.1%) 38 

Source: Field data, (2014) 

Moreover, as one considers strongly disagree  and disagree as „disagree‟ then 10.6% 

disagreed while considering strongly agree and agree as „agree‟, in that case, 30 

(79%) agreed on the statement that, the Stock Market has successfully managed to 

increase the Company‟s Capital. 

 

 Modernization of the Company’s Operations 

Another issue that was included in the investigation is the consequence of DSE on 

modernizing the participating firms, with regards to their operations. Thus, firms 

were asked to assess the stock market with respect to the extent to which, they led to 

the modernization of the company‟s operations. Table 4.6 illustrates what was 

captured from this enquiry. 

Table 4. 7: Perceptions of Respondents on Modernization of the Company’s 

Operations 

Strongly 

Disagreed 
Disagreed 

Neither Agree nor 

Disagreed 
Agreed 

Strongly 

Agreed 

Total 

2 (5.3%) 5 (13.2%) 8 (21.0%) 16 (42.1%) 7 (18.4%) 38 

Source: Field data, (2014) 
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As illustrated in Table 4.6 above, 38 respondents who were interviewed to determine 

the extent to which they believed that, the stock market has led to the modernization 

of the company‟s operations, 7 (18.4%)  strongly agreed while 16 (42.1%) agreed. 

On the other hand, 5 (13.2%) respondents disagreed and 2 (5.3%) strongly disagreed 

with the above statement, whereas 8 (21.0%) of them neither agreed nor disagreed. 

Additionally, if one considers strongly disagree and disagree to mean „disagree‟ then 

18.5% of the respondents disagreed. At the same time, if one considers strongly 

agree and agree to stand for „agree‟, then, 60.5% agreed that Stock Market has lead 

to the modernization of the company‟s operations, while 21% remained in the 

middle-of-the-road. 

 Increased Production by the Participating Companies  

Due to the financing possibility provided by the stock market operations, it was 

assumed that, participating companies would have their production increased. Based 

on that, firms were asked to rank on a Likert scaling, the extent to which DSE 

operations have enabled the participating companies, to increase production of their 

outputs. Table 4.7 below indicates the findings. As can be seen, out of 38 

respondents who were interviewed, 21(55.3%) agreed and 4 (10.5%) strongly agreed 

that, the stock market has enabled the participating companies, to increase 

production of their outputs. Regardless of the fact that 7(18.4%) neither agreed nor 

disagree, and 3 (7.9%) disagreed, the remaining 3 (7.9%) strongly disagreed on the 

above statement. Table 4.7 below shows the respondents‟ evaluation. 
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Table 4. 8: Perceptions of Respondents on Increase Production by the 

Participating Companies 

Strongly 

Disagreed 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

3 (7.9%) 3 (7.9%) 7(18.4%) 21(55.3%) 4 (10.5%) 38 

Source: Field data, (2014) 

 Avoidance of Over Reliance of Debt Financing from Financial Institutions 

It is normally regarded that, debt financing from financial institutions is expensive 

(Hubbard and Thornton, 2006), and as much as possible, in modern operations of 

businesses, firms look for the possibility of avoiding that. From that conception, 

participants were requested to rank the ability of DSE to have helped the 

participating companies, to avoid over reliance of debt financing from financial 

institutions. Table 4.8 shows the results as obtained from the field. 

Table 4. 9: Perceptions of Respondents on Avoidance of Reliance of Debt 

Financing 

Strongly 

Disagree 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

1 (2.6%) 2 (5.3%) 4 (10.5%) 18 (47.4%) 13 (34.2%) 38 

Source: Field data, (2014) 

From the Table above, it can be found out that, out of 38 respondents that were 

interviewed to examine whether the stock market has helped the companies, to avoid 

over reliance of debt financing from financial institutions, 13 (34.2%) of them 

strongly agreed and 18 (47.4%) agreed whereas, 2 (5.3%) respondents disagreed and 

1(2.6%) strongly disagreed.  On the other hand, 4 (10.5%) of them neither agreed nor 
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disagreed. Moreover, if one considers strongly disagree and disagree as „disagree‟ 

then 3 (7.9%) of respondents disagreed. Furthermore, if one considers strongly agree 

and agree as „agree‟ subsequently, 31 (81.6%) of all respondents agreed that, the 

stock market has helped the companies to avoid over reliance of debt financing, from 

financial institutions. 

 

 Level of Satisfaction on Services Provided By DSE  

Finally, as far as the perceptions of participants are concerned, who were requested 

to evaluate their level of satisfaction, regarding the services provided by DSE. Table 

4.9 below presents the findings on the level of satisfaction. As depicted from the 

Table it can be observed that, out of 38 respondents interviewed on whether they 

were satisfied with the services provided by the Dar es Salaam Stock Market, 9 

(23.7%) of them strongly agreed while 20 (52.6%) agreed. On the other hand, 5 

(13.2%) of them neither agreed nor disagreed, while 4 (10.5%) respondents 

disagreed with the above statement. In addition, if one considers strongly agree and 

agree as „agree‟ then, 29 (76.3%) of all respondents agreed that, they were satisfied 

with the services provided by the Dar es Salaam Stock Market.  In addition to that, if 

one considers strongly disagree and disagree represents „disagree‟ then, 4 (10.5%) of 

respondents disagreed and only 5 (13.2%) responded the other way around. The 

Table below summarizes the distribution of the respondents:  
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Table 4. 10: Perceptions of Respondents on the Level of Satisfaction on Services 

Provided By DSE 

Strongly 

Disagreed 
Disagreed 

Neither Agree 

nor Disagreed 
Agreed 

Strongly 

Agreed 

Total 

0 (0%) 4 (10.5%) 5 (13.2%) 20 (52.6%) 9 (23.7%) 38 

Source: Field data, (2014) 

 

4.2.2 Discussion on the Perceptions of Stakeholders towards Stock Market  

This section provides a discussion of the stakeholders‟ perception, towards the stock 

market operation activities. The discussion is presented hereunder: 

 

Improvement of Quality of Services 

The majority of stakeholders generally, (63.1%) admitted that, the stock market has 

managed to improve the quality of services rendered by the company to customers. 

Since the stock market provided an opportunity for the listed companies, to sell their 

shares to the public and thus raised its capital at less a cost, the raised capital might 

be used to purchase new machines, equipments and other modern facilities, to 

improve the quality of products or services offered to customers. 

One of the respondents put it as follows. 

“Capital gained from stock market facilitates the sound purchasing 

power, of the listed companies and thus helps to improve the quality 

of service rendered to their customers.” 

 

Another respondent also noted the following on the same regard: 

“Deployment of sophisticated modern machines, high technology 

and high skilled labour, resulted from raising capital from the stock 

market enable companies to increase the quality of products or 

services offered to customers”. 
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On the other hand, a small proportion of stakeholders (10.5%) argued on the opposite 

way in the sense that, some other companies were performing well, by producing 

quality products and delivering better services to its esteemed customers, even before 

joining the stock market. Such companies may have decided to join the stock market 

with other reasons, such as creating a prestige building its image and credibility to 

the public, etc., as one of the interviewees stated: 

 
“Our company is a quality oriented and it was subscribed to ISO 

9001 (International Organization for Standardization) since 2003, 

while it was listed under DSE in 2006. In fact, our products had 

International standard requirements before we were listed at DSE.” 

 

Another interviewee argued the following: 

“An improvement of quality of services is a result of functional 

management and motivated employees rather than being listed in 

DSE.” 

 

Assurance of Security towards the Key Actors 

As explained earlier, (76.3%) supported that, the stock market has successfully 

ensured security towards the key actors. Versluysen (1988) indicates that, in markets 

for publicly offered securities, investor‟s access to information pertaining to their 

prospective investments is more limited than that of professional intermediaries. 

Investors can therefore, be protected by the compulsory disclosure of financial data 

and other relevant information, relating to the issues of securities.  

One of the respondents asserted the following in this respect. 

“The listed companies are required by law governing the market to 

disclose the financial information and other reports to DSE for the 

purpose of revealing the trend of performance and protecting the 

interest of investors”. 
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Assurance of Transparency towards the Key Actors 

In general, a large proportion of the stakeholders (89.5%) coincided that, the stock 

market has successfully ensured transparency towards the key actors. The public 

disclosure of relevant information about securities is important for both pricing 

efficiency and market confidence. If investors are to make sound judgments about 

the value of securities, they must be fully informed of the relevant facts. Since all 

listed companies are required by the law to publish their financial and other reports, 

as well make them open to the public, companies must work hard in order to defend 

their credibility and build a good image to the public. Pardy (1992) contends that, a 

company that raises funds from the public, must be required to disclose sufficient 

information to allow an educated investor, to make a reasoned investment decision 

so that, the aggregate of investors' decisions may be a good assessment of a 

company's worth. This requires an effective legal infrastructure to specify and 

enforce disclosure standards, for all companies issuing securities for the public. 

Those companies that have securities listed for secondary trading on a market, such 

as a stock exchange should be subjected to additional disclosure requirements 

imposed as listing rules.  

 

One respondent said the following when interviewed on the issue of transparency. 

“The publication of financial statements and other important 

reports enables the shareholders to determine the financial and 

economic trends of the company and help them to make the right 

decision on where to invest.” 
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Another respondent noted the following on the same issue of 

transparency: 

“The performance of listed companies can well be known to the 

public, through publication of financial statements and other 

important reports and thus, it ensures transparency to investors and 

to the public as whole.” 

 

Enhancement of Efficiency towards the Company’s Operations 

The distribution of respondents on enhancement of efficiency were identified which 

showed that, (55.3%) respondents agreed that, the stock market has enhanced 

efficiency towards the company‟s operations. Capital market, plays a crucial role in 

any modern economy as they allow investors‟ funds to flow to the most promising 

opportunities, i.e., the funds are mobilized and channelled efficiently, from savers to 

the users of funds (Al-Faki, 2006; Hubbard and Thornton, 2006; Ahmed, 2006). In 

addition, Su (2003) explains that, reduction in unequal access to information helps to 

boost investors confidence and also, helps to improve the competiveness and 

informational efficiency of emerging stock markets. This argument was 

supplemented by the words of one interviewee respondent, who had the following to 

say, 

 
“The publication of information necessitates the companies to increase 

the ability to perform better, in order to retain and attract more 

investors thus, increase efficiency in their operations.” 

 

Stock markets promote an efficient governance of the company‟s operations and 

control the listed companies, by exerting external pressure and discipline on its 

management. In the case of inefficient company, the management may be removed 

and replaced by an alternative team, which responds to the interests of the suppliers 

of capital (shareholders). 
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The other portion of respondents (44.7%) had the opposite feelings that, efficiency in 

companies‟ operations might not result from being listed under DSE. One respondent 

put it as follows: 

 

“Regardless of being listed, some companies failed to increase 

efficiency in the operations and thus resulted into poor performance 

and constant decrease in their share price. A good example of this is 

TOL” 

 

An Increase of Company’s Capital 

As it was assumed that, the stock market has increased the capital of the participating 

companies, 79% of them agreed on that statement. The stock market provided an 

opportunity for the listed companies to sell its shares to the public and thus raised its 

capital at a less cost.  The raised capital could be used to purchase new machines, 

equipments and other modern facilities so as to expand operations. According to 

Norman, (2010), listing of shares lowers financing cost of the enterprises. This could 

be associated with raising capital without incurring any substantial amount, as a fee 

to the capital such as interest, thus, the burden for the company would be reduced. 

This point was supported by one respondent who accentuated the following: 

 
“Listed companies got an opportunity to raise their capital at less 

cost by selling shares in DSE comparing to the borrowings from 

commercial banks as it used to be done before.” 

 

Listed companies did not only increase capital from local investors but also from 

foreign investors. Norman, (2010) contends that, listing attracts foreign portfolio 

investors. Just as local investors are attracted through listing, the same happens to 

foreign investors. It enables foreign investors realize where to invest. Among the 

components important for investing is the market and capital availability. An 
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assurance of the market and ability to raise capital facilitates foreign investors, to 

bring their intended capital from outside and raise some capital within the country. 

 

Modernization of the Company’s Operations 

Modernization of the company‟s operations largely resulted from stock market 

operations due to the fact that, the participating companies increased their 

performance following an accumulation of a large capital at a lesser amount of cost. 

In this case, the listed companies could deploy sophisticated machines and 

equipments to produce goods and services at high quality and thus attracted more 

customers to increase their market shares and expanded their business operations and 

modernizing them. This line of argument was in congruence with one of the 

respondent‟s view who affirmed by saying the following. 

 

“The application of modern equipments and sophisticated 

technologies, leads to a timely delivery of services thus adds value 

of the company to the public.” 

 

Increased Production by the Participating Companies 

The stock market enables governments and industries to raise a long-term capital, for 

financing new projects, expanding and modernizing industrial/commercial concerns. 

Capital resources are provided to those economic areas, especially industries where 

demand is growing and which are capable of increasing production and productivity. 

Due to that, the rate of expansion of the economy often increases as well. According 

to Alile, (1997), capital resources are channelled by the mechanism of the forces of 

demand and supply, to those firms with relatively high and attractive productivity, 

thus, enhancing economic expansion and growth. As mentioned above, those who 

pointed out that, stock market operations have enabled the participating companies to 



55 

 

increase production of their outputs were 65.8%.  One respondent had the following 

to say: 

 

“The DSE enhances the effectiveness of the company’s productivity 

and increases their production. By doing so, the company’s 

performance in rendering their services to the customers also keeps 

improving. This could mostly be a result of accumulation of 

capital”. 

 

On the other side, 18 respondents who constituted 40% of all the respondents argued 

on the opposite way. In this context, one respondent had the following to say: 

 
“An increased production of the output does not necessarily depend 

on the company being listed to DSE, but a combination of other 

factors such as economic trend, government incentives, etc.” 

 

Avoidance of Over-Reliance of Debt Financing from Financial Institutions 

A unique benefit of the stock market to corporate entities is the provision of long-

term, non-debt financial capital. Through the issuance of equity securities, 

companies acquire perpetual capital for development. Through the provision of 

equity capital, the market also enables companies to avoid over-reliance on debt 

financing, thus improving corporate debt-to-equity ratio. Borrowing requires fixed 

payments and over-reliance on banks can cause credit default risk. According to 

Rosul, (2002), excessive reliance on bank borrowing results in a mismatch with 

long-term investments, being financed with short-term bank loans. He added that, 

such a risky situation can further contribute to the economic crisis and so the job of 

the principal fund supplier for business, should be transferred from banking sector to 

the capital sector. Basing on the findings of this study, (81.6%) of all respondent 

agreed on the issue that, stock market had helped the companies to avoid over 

reliance of debt financing from financial institutions.   The following words provided 

by one of the interviewees are in line with this point. 
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“The DSE helps the companies to reduce over reliance of the 

corporate sector on short term finance, for long term projects 

following accumulation of capital at a less cost by selling shares to 

the public.” 

 

Level of Satisfaction on Services Provided By DSE 

a large proportion of the stakeholders (76.3%) generally admitted that, they were 

satisfied with the services provided by the DSE due to the fact that, the market 

created an opportunity to both, the companies and investors (shareholders) to meet 

their demand. This argument was further supported by one interviewee who said the 

following: 

“… DSE provides useful information on investment opportunities 

available and thus acts as a link between those who have excessive 

funds and those who are in need.” 

 

 

At the same time, another interviewee stated the following on the same 

issue. 

“The services provided by DSE are very crucial to the stakeholders 

as they bridged the gap, between themselves and thus enabled the 

participants to meet their goals.” 

 

4.2.3 Opportunities Resulting From Operations of Stock Market  

The second objective of this study was to understand the opportunities resulting from 

operations of the stock market. According to the findings obtained from the field, ten 

(10) opportunities were documented. These are; creating a market for the company‟s 

share, enhancing the status and financial standing of the company, creating share 

option schemes for employees, provision of profitable exit strategy, and enabling 

government capital raising for development projects. Others are; increasing public 

awareness, increasing public interest in the company and its products or services, 

creating investment opportunities for small investors, providing employment 
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opportunities to the public, enhancing technical trade setups and international 

business expansion. These are further discussed hereunder as follows. 

 

 Creating a Market for the Company’s Share 

A company can raise additional resources to finance business activities and its 

expansion plans, without making periodic interest payments to creditors i.e. banks 

and other financial institutions. It can also issue new shares via a rights issue to raise 

additional funds. It is easier for a public listed company to attract additional 

investment without going through the hassle of negotiations. Through listing on the 

stock exchange, a company gains market exposure to a wider network of the 

financial institutions.  According to Norman (2010), listing of securities is a 

marketing tool for a company as it would be referred to frequently, during the release 

of the market information to the public. The DSE is currently conducting five trading 

per week. Thus, companies listed would be enjoying marketing benefits whenever 

trading results of listed companies, were announced in either electronic or print 

media. To support this, one of the respondents declared that the following. 

 
“DSE facilitates the participating companies, to market their 

shares and other securities in the stock exchange locally and 

internationally. By so doing, they meet their financial 

demands.” 

 

Therefore, the capital market not only provides an opportunity for companies to 

borrow funds needed for long a term investment purposes, but also provides avenue 

for the marketing of shares and other securities, in order to raise fresh funds for 

expansion of operations, leading to an increase in output or productivity. 
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 Enhancing the Status and Financial Standing of the Company 

Listing adds value to the firm and greatly elevates the corporate profile, since the 

Initial Public Offering (IPO) gathers a great amount of publicity for the firm. An 

elevated public profile enhances and increases business opportunities, as there is an 

added element of trust and credibility gained from a successful listing exercise. This 

was supported by one respondent who stated as follows.  

 
“Listing increases the company’s reputation and the 

goodwill/image to the public through disclosure of different 

information, such as financial statements and other important 

reports that determine performance.” 

 

The performance of the company is monitored by the market and therefore a listed 

company, is likely to perform better to meet the expectations of the public. The 

qualifications for the companies‟ listed as indicated by DSE, limits to the maximum 

the possibilities of a company to perform contrary to the wishes of the investors. 

Thus, it can be added that, it is of a paramount importance for the company to list her 

shares with the stock exchange, since it further helps the company to assess itself on 

whether it has a favourable future survival (DSE, 2008b). 

 

 Share Option Schemes for Employees 

Being listed provides the company with an opportunity to implement share option 

schemes, for its employees and offering the existing shareholders a ready means of 

realizing their investments. Such a scheme is able to boost employee morale, retain 

long serving and loyal employees as well as attract first-rate employees. 

Furthermore, the scheme increases employee productivity since employees are 

aligned to work as a collective, to ensure improvements in the company‟s 

javascript:;


59 

 

profitability, whilst working hard towards increasing the value of the firm. This 

argument was supported by one respondent who emphasized the following. 

 
“The stock market increases employees’ motivation through the 

ideology of the company in providing extra incentives by 

granting share options. Hence the system encourages employees 

to work hard in rendering quality services to the customers.” 

 

 Profitable Exit Strategy 

Going  public, is one of the many exit strategies for business owners as it provides a 

mechanism for them to nurture and expand the business, working towards improving 

the listed entity‟s share price performance and selling their shares prior to an exit, as 

it offers the highest potential payout. For example, the Government of Tanzania sold 

its shares in Swissport Tanzania (then DAHACO) to the public as an exit strategy of 

doing business. 

Stock market investment actually, is the ease of access and exit in the stock market. 

An investor can easily buy shares in a company and leave that company by selling 

those shares for time they want. This was supported by one interviewee who said as 

follows. 

 
“….Investment opportunities are open to the general public. 

Individuals may decide to invest in various listed companies 

which are more profitable and exit (sell their shares) from those 

companies which make loss.” 

 

 Government Raises Capital for Development Projects 

 The capital market offers an opportunity for the government, to finance projects 

aimed at providing essential amenities for socio-economic development. Such 

market encourages inflow of foreign capital when foreign companies or investors, 

invest in domestic securities. The Government and even municipalities may decide 
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to borrow money in order to finance a huge infrastructure projects such as rural and 

urban roads, or electricity by selling another category of securities known as bonds. 

These bonds can be raised through the stock exchange whereby members of the 

public can buy them. If the Government gets funds through selling of securities, it no 

longer has the need to borrow funds or asks for grants from foreign countries, in 

order to finance its development projects. This corresponds well with the words of 

one respondent who stated the following: 

 

“Government reduces the burden of borrowings and grants 

from foreign countries, through selling its securities to the stock 

exchange and thus raising funds to finance its obligations.” 

 

 

 Creating Investment Opportunities for Small Investors  

Small investors who do not have enough capital and technical capabilities to begin 

and run a new and technical venture, may easily become part of the owners by 

buying shares from listed companies. Some of these companies have successfully 

managed to raise a sufficient capital and thus be able to expand and improve their 

business operations. For example, CRDB Bank has opened sufficient number of new 

branches within the country, including Automatic Teller Machines after being listed 

in DSE. Therefore, by becoming part among the shareholders of such giant 

companies, small investors may enjoy success of such companies in terms of 

dividends, shared skills and experience, etc. The above fact was supported by one of 

the interviewees who had the following to say: 

 

“….Stock market makes it possible even for small savers (low 

income earners), to invest in various opportunities and enabling 

them to participate in various sectors of the economy.” 
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This is in line with one of the respondent‟s view who affirmed by saying: 

“…Stock market facilitates rising of capital used for expansion 

plans and new businesses opportunities, for listed companies as 

well as small investors who buy shares from listed companies.” 

 

 Increasing Public Awareness 

Another opportunity of listing is increasing public awareness, public interest in the 

company and its products or services. The listing amplifies brand and product 

awareness, increases liquidity and valuation of the firm which in turn predicts the 

performance and market perception of the said firm. To support this, one of the 

interviewees put the following: 

 

“The routine activities and operations carried out by DSE 

especially selling shares, increases public awareness through 

media.” 

 

This was further supported by another interviewee who makes clear that: 

“…DSE increases the knowledge and awareness of the 

stakeholders by providing seminars, workshops and posters.”  

 

 Provides Employment Opportunities to the Public 

Stock Market provides employment opportunities to various key actors, for example, 

in Tanzania; the DSE creates a wide variety of jobs. Many companies and 

professions exist solely because of the stock market. These include brokers, financial 

analysts, investment banks, investment advisers, finance education institutions and 

others. This was witnessed by one of the respondents who said the following. 

“…. DSE facilitates the increase in investment whereby the 

participating companies expand their operations, by opening 

up branches and new ventures which create employment 

opportunities.” 
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 Technical Trade Setups 

Technical traders increase their chances of success by finding opportunities to gain 

statistical advantages in the market. Using technical indicators and a disciplined 

trading strategy, can present numerous opportunities for high – profitability trades 

every day. For example, high demand of company‟s shares may be taken, as an 

advantage to sell such shares at a high price and invest the profit generated to other 

profitable businesses. 

 

 International Business Expansion 

 Listing of shares, enables companies to increase the opportunities to venture into 

new investments and expansions by having alternative means of raising capital for 

such investments. Currently, there exists cooperation between the East African 

Securities Regulators as well as Cooperation of East African Stock Exchanges. The 

said cooperation has enabled the companies wishing to expand its wings in the 

region, to list shares in other East African countries such as Kenya, Uganda and 

Tanzania, thus, raising the opportunities for expanding capital. Today, there are three 

Kenyan companies namely; Kenya Airways, East African Breweries Limited and 

Jubilee Holding Limited, which are listed in the three stock exchanges of Kenya, 

Tanzania and Uganda. This was supported by one respondent who emphasized the 

following: 

 

 “With the recent technological advancement, it has made easy 

to link the operations of securities markets and it might be that 

by forming multi-country regional markets.”  
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4.2.4 Success and Challenges Facing Stock Market in Tanzania 

The third and last objective of this study was to investigate on the success and 

challenges facing stock market in Tanzania. To meet this objective, participants were 

asked to provide success and then, outline the challenges facing the stock market in 

Tanzania. The outcomes of these two investigations are put down hereunder as 

follows. 

 

4.2.4.1 Success of Stock Market in Tanzania 

On the issue of success of the stock market in the country, members provided eleven 

(11) issues, namely; raising capital for businesses, facilitating listed companies to 

obtain premium, mobilizing savings for investment, facilitating privatization and 

wider ownership of resources and redistribution of wealth. Others are; assisting 

company growth, enhancing corporate governance, creating barometer of the 

economy, formation of wealth through investing in listed securities, enhancing 

transparency and investment diversification. These are further discussed hereunder 

as follows. 

 Raising Capital For Businesses  

Stock Market provides operating capital to public limited companies and 

corporations. When investors purchase shares of ownership in a company, the 

revenues collected can lead to a large influx of money for the corporations or 

companies. The first sale of stock to the public by a private company is called an 

“Initial Public Offering” or IPO and is often, the only way a company can expand or 

embark on particularly ambitious and profitable projects. Stock market enables 

public limited companies and corporations to have an easy way, to raise capital by 

selling shares as well as investing in different businesses and projects, through stock 
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market than had been before. According to (Norman, 2010), the company can raise 

capital relatively cheaply from the public. The normal practice for financial increase 

for the firms, is through loan acquisitions from banks and other financial institutions, 

which culminate for the interest of 16-23%, in favour of the banks and other 

financial institutions. This does not happen for the case of stock market operations. 

This is well supported by a view of one executive who was quoted saying as: 

“….our Company has successfully managed to raise capital at 

less cost and use the revenue collected, to expand its operations 

by opening new branches and application of technological 

equipments and thus, maximized the profit due to existence of 

stock market”. 

 

The above quotation implies that, before introduction of DSE in the country, 

companies relied much on debt financing in order to run and expand their business 

operations. However, such costs of expansion were relatively high due to a high rate 

of interest and other financial costs. The stock exchange provides companies with the 

facility to raise capital for expansion, through selling shares to the investing public. 

Another respondent said the following on the same account. 

“Capital market contributes to the growth of private 

entrepreneurship by facilitating the entrepreneurs with the 

possibility to raise funds, from surplus savers and consequently 

finance investment in a cost-effective manner.”  

 

Moreover, issuing shares have the additional advantage that, they do not create fixed 

charges for the companies issuing them and hence endows a better option than, say, 

financing through bank loans. 
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 Mobilizing Savings for Investment 

When people draw their savings and invest in shares, it leads to a more rational 

allocation of resources, because funds which could have been consumed or kept in 

idle deposits with banks, are mobilized and redirected to promote business activities, 

with the benefits for several economic sectors such as agriculture, commerce and 

industry, resulting in a stronger economic growth and higher productivity levels. 

This also creates multiplier effects through a creation of employment and increase of 

government revenues from various forms of taxes. 

On this regard, one respondent quoted saying as follows: 

“Through its allocating mechanism, the capital market ensures an 

efficient and effective distribution of scarce financial resources, 

for the optimal benefit to the economy.” 

 

The principal role of the stock exchange company is the mobilization of the 

resources and directing such resources to the productive sectors of the economy 

(CMSA, 2008; DSE, 2008a, c). It offers a relatively convenient and an alternative 

access to capital in comparison to the traditional financial instruments such as bank 

loans. The resource directing strategy had up to 2001 enabled about 40,000 

Tanzanians to be owners of various companies through purchase of shares (DSE, 

2008c). Therefore, the stock market not only reduces the over-reliance of the 

corporate sector on short term finance for long term projects but also, truly makes 

available the needed money for venture capital development, which could serve as a 

vehicle for industrial development. 
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 Facilitating Privatization and Wider Ownership of Resources 

The DSE has facilitated and continued to facilitate, the privatization of some 

parastatal organizations which were hitherto under the control of the government, 

whose shares have been sold by the government through the DSE (DSE, 2008b). The 

stock market enabled public limited companies and corporations, to attain a higher 

productivity by restructuring of their ownership and management of the company. 

This became possible because, secondary market provides an exit option for the 

original founders and it also creates an avenue for the populace, to participate in the 

corporate sector of the economy and share in its wealth through ownership of 

securities.  

One individual participant was also quoted saying the following on this issue: 

 
“….nowdays, it is easy to be part of the owners of any listed 

company in the stock market, that generate more profits within the 

industry and spreading investment risks by diversifying into 

various projects”. 

 

This quotation is an evidence that, the stock market enabled individual as well as the 

general public as a whole, to invest and diversify into different profitable projects 

and thus maximized profits. They also managed to reduce investment risks. Another 

respondent was also quoted saying as follows: 

 

“… The DSE enables the facilitation of ownership of listed 

companies which are in different sectors of the economy eg 

CRDB, TBL, Swissport etc.” 

 

This argument is further supported by Norman (2010), who asserts that, listing 

facilitates share ownership changes or privatization. The listing company paves a 
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way for transfer of shares from one individual to another. Thus, it enables individuals 

to enjoy ownership of the company for time they want. 

 

 Redistribution of Wealth 

Investing in the stock market, is one of the easiest ways to become a minority owner 

within the company. When one buys share of a company‟s stock, s/he takes an 

ownership stake in the business. Although the ownership percentage is relatively 

small, one receives the right to vote on certain business decisions and corporate 

leadership. Unlike some other types of businesses, an individual can easily exit out 

of ownership stake by simply selling the shares to someone else, desiring to invest in 

the stock market. The following words were provided by one of the interviewees in 

line with this point. 

 
“By giving a wide spectrum of people, a chance to buy shares and 

therefore become part owners (shareholders) of profitable 

enterprises, the stock market helps to reduce large income 

inequalities.” 

 

The above quotations mean that, both casual and professional stock investors 

through stock price rise and dividends got a chance to share in the profits of 

promising businesses that were previously set up by other people. 

 Facilitating Listed Companies to Obtain Premium 

Public limited companies and corporations have successfully managed to sell shares 

that increase in value for a profit called capital gains. These gains are over and above 

the actual value of shares technically known as “face value”.  The stock market has 

the history of offering consistent long-term gains over time. The average annual 

returns, adjusted for inflation are approximately seven percent. However, the returns 
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in any given year may be significantly above or below this average. The good 

examples of companies that have successfully managed to sell their shares at a 

premium include, CRDB Bank, NMB Bank, TBL, TCC, Twiga Cement, etc. 

According to Norman (2010), listed companies are generally considered to be good 

performers and therefore are perceived to have the potentials of providing a good 

return to the investors. Thus, listed companies experience other benefits. 

 

If a company, for instance, is well-managed and the secondary market prices are 

higher than face value, subsequent rights issue can obtain premium. Therefore, the 

company can finance its development plans in lucrative and cost-effective approach.  

 

 Facilitating  Company’s Growth 

Companies view acquisitions as an opportunity to expand product lines, increase 

distribution channels, hedge against vitality, increase its market share or acquire 

other necessary business assets. A takeover bid or merger agreement through the 

stock market, is the simplest and most common way to enable the company growing 

by acquisition or fusion. One Executive from listed companies stated the following 

when trying to support this argument. 

 
“…by enabling the participating companies to increase their 

operating capital, DSE facilitates the increase in productivity 

hence make it possible, the growth of companies and the economy 

as a whole.” 
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Another respondent had the following to say in line with this argument: 

“The returns on investments in the stock market, are higher than 

those on investments held in other markets and assets. This causes 

faster growth of the listed companies.”  

 

This means that, over time, money will grow more if it is invested in the stock 

market. The historical average for stock market investment, is approximately eight 

percent per year. Financial development promotes economic growth. Levine and 

Zervos (1998), in their study show that, stock market development affects growth 

through capital accumulation and improvement in productivity. 

 

 Corporate Governance 

By having a wide and varied scope of owners, companies generally tend to improve 

on their management standards and efficiency, in order to satisfy the demands of 

these shareholders and the more stringent rules for public corporations, by public 

stock exchange and the government. It is consequently believed that, public 

companies (companies that are owned by shareholders who are members of the 

general public and trade shares on public exchanges) tend to have better management 

records than privately held companies (those companies where shares are not 

publicly traded, often owned by company founders and/or families and heirs or 

otherwise, by a small group of investors). This argument was supported by one 

interviewee who observed the following. 

 

“A wider scope of owners of the companies necessitates the 

degree of efficiency and accountability of the listed companies to 

be improved”  
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The above quotation means that, corporate governance allowed a company to 

perform efficiently and increased the value of the company and shareholders. 

Corporate governance helps the companies to attain a higher productivity by 

restructuring of ownership and management of the company. The foregoing evidence 

is also consistent with an interesting findings by Yartey and Adjasi (2007), who 

uncovered that, stock market contributes to financing of corporate investment and 

hence growth of listed firms in Africa. This implies that, corporate financing channel 

is another mechanism for the stock markets to impact an aggregate economic 

performance. 

 

 Barometer of the Economy 

At the stock exchange, share prices rise and fall, depending largely on the market. 

Share prices tend to rise or remain stable, when companies or the economy in general 

show signs of stability. Therefore the movement of share prices can be an indicator 

of the general trend in the economy. To support this argument, one of the 

respondents said the following: 

 
“…Share prices fluctuation sometimes reflects the performance of 

the economy.” 

 

While another respondent put it as follows. 

“Stock market helps to stabilize the national economy, as it acts 

as a balancing agent of the economy. It also reduces inflation and 

hence strengthens the national currency.” 

 

 Creation  of Wealth through Investing in Listed Securities 

Investing in stocks that earn dividends is a unique advantage of the stock market. 

Stocks release the portion of the profits, in the form of dividends to their stock 
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holders. Meanwhile, the stock still have the ability to increase in price, creating two 

ways for the stock to earn money for the investor. One of the interviewee put this 

way when tried to support this statement. 

 
“DSE facilitates the creation of wealth through investing in listed 

securities.” 

  

It has been shown in many occasions that, shares offer investors the real return 

because they out-perform inflation on average, and had done so consistently since 

share markets came into existence. Shares listed at the DSE had performed very well 

above the inflation rate when compared with bank deposits. Shares are not passive 

store of value like banks‟ deposits. Bank‟s deposits do not increase in size during the 

lock-in period but shares do increase in value overtime (DSE, 2007; CMSA, 2008). 

 

Another interviewee also supported this expression by saying the following. 

“Stock market opens the gate to the citizens to buy shares and 

listed securities from listed companies so that they get dividends 

in return.” 

 Facilitating Transparency 

Disclosure requirements put in place by the DSE required listed companies to 

promptly disclose all price sensitive information, so that investors may make 

informed decisions. This is achieved at two levels; first, at the initial offering period 

when companies have to meet stringent listing requirements, relating to the offering 

documents and secondly through continuous listing obligations. In this context, the 

DSE becomes an information clearing point between listed companies and investors 

(information hub). This argument was further supported by one interviewee who said 

as follows. 
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“It is not difficult to obtain a company’s financial statement. It 

is also easy to monitor the stock’s share price. This information 

is available in news papers and magazines as well as online all 

the time.” 

 

This was further supported by another interviewee who explained the 

following: 

“General public got an access to know well about the 

performance of the listed companies, through publication of 

financial reports as well as other related reports.” 

 

While critics often point out the examples of companies that release fraudulent 

earnings statements, as a way to taint the entire market, the vast majority of 

companies release an accurate information about the money they spend and earn. 

This adds a layer of transparency in the investment. 

 

 Investment Diversification  

The diversity of options is one more advantage of investing in the stock market. 

Companies that have their stocks listed in the market cover a range of industries and 

services. This offers the investors a chance to diversify their portfolio and make 

money in a variety of economic conditions, locally and internationally. Lamba and 

Otchere (2001) argue that, as African stock market becomes increasingly accessed 

and march into an emerging markets club, they should provide a significant 

diversification benefits as well as favourable risk-adjusted performance. 

One respondent was quoted saying as follows on this aspect. 

 
“DSE improves business diversification through investing in 

different listed companies.” 
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Another respondent put it this way in an attempt to comment on the same issue: 

 

“… It widens investment portfolio to both big and small 

investors in domestic and foreign companies e.g. Kenya Airway, 

Jubilee Holding etc.” 

 

The above quotations mean that, stock market enabled investors (shareholders) to 

reduce the risk, by diversifying their investment in different companies carrying out 

different activities. 

 

4.2.4.2 Challenges Facing Stock Market in Tanzania 

This study uncovered a host of challenges which faced the Stock Market in 

Tanzania, most notable were; lack of desirable characteristics of stock exchange 

market, lack of public awareness and knowledge about stock market, a few market 

participants, lack of information and communication technology (ICT). Others were; 

macro-economic instability, lack of competent experts in financial markets and 

presence of volatility. These are further discussed hereunder as follows. 

 

 Lack of Desirable Characteristics of Stock Exchange Market 

One of the challenges DSE has been facing is to operate its trading activities of 

securities below sufficient desirable characteristics of stock exchange market such as 

liquidity, availability of information which lead to market efficiency, high price 

sensitivity to a new information, small price fluctuation and narrow price spread. 

This supports the argument from Senbet and Otchere (2008), that despite the 

establishment and development of stock exchange markets in Africa, the market 

remain thin and illiquid with exception of South Africa and North Africa. Most stock 

market are therefore, characterized by low provision of liquidity and exit strategies. 

This argument was further supported by one interviewee who said. 
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 “Limited trading discourages listing and raising money on the 

exchange as DSE cannot operate in different centers 

electronically (e.g. Namibia whose stock exchange is now 

selling electronically to the Johannesburg Stock Exchange). 

This cannot guarantee much more trading and liquidity”. 

 

African stock markets are illiquid. Shares are rarely traded and there are large gaps 

between buy and sell orders. Usually, trading occurs in only a few stocks, those that 

represent the majority of market capitalization (Yartey and Adjasi, 2007). Turnover 

ratios are as little as 2.1percent in Tanzania compared with about 31 percent in 

Mexico (Africa Stock Market Development, 2007). Low liquidity implies more 

difficulty in supporting a local market with its own trading systems, market analysis, 

and brokers because business volume is too low. 

 

Liquid financial markets are necessary for the functioning of modern risk 

management systems, which rely on the derivation of accurate benchmark rates for 

the pricing of portfolios and the smooth functioning of markets for the frequent 

rebalancing of positions. On the other hand, in addition to macroeconomic factors, 

the pricing of longer-term bonds can be influenced by liquidity. It is also true that, 

the size of a market has a bearing on liquidity as reported by available literature 

(McCauley and Remolona, 2000; Amante et al., 2007; Gyntelberg et al., 2005). 

 

 Public Awareness and Knowledge about Stock Market 

Lack of public awareness about the capital markets and DSE market in Tanzania, 

was pointed out by almost all respondents who participated in this study. Since the 

market needs people, they should be aware of the market and products or services 

available in the market. Despite the efforts which have been done by DSE to 

publicize and provide market information, via TV and radio programmes, seminars, 
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fair exhibitions and regional integration, most of Tanzanians are still unaware of its 

existence and basic information about capital markets in Tanzania. The statistics 

showed that, 75% of Tanzanian populations were in rural areas and many were 

participating in Agricultural and self-entrepreneurship activities. Many of them also 

were earning low income and failed even to have a little to save. This was also a big 

challenge to capital markets in Tanzania since the main participants of the stock 

market are corporations, financial institutions, business companies, government 

parastatals, rich people and medium income earners who account for low volume of 

trade in DSE. This was further supported by one interviewee who explained the 

following. 

 
“Lack of awareness of investment opportunities available at the 

exchange makes the market less active in terms of transactions 

carried out. The general public does not utilize investment 

opportunities available.” 

 

 

 Few Market Participants 

DSE has 17 listed companies currently, which is a very low number. The market 

participants in the stock market compared to the total population is very low. While 

the total population was 44.9 million people (NBS, 2012), according to unpublished 

statistics, it has been said that, an estimated number of individuals who were 

participating in stock exchange trading apart from government corporations, 

parastatals, business companies and financial institutions were 200,000 people. This 

challenge was further supported by one interviewee who said the following. 

 

“Stock Market is facing with the problem of a few numbers of 

listed companies or investors who are participating in buying 

and selling shares.” 
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The above quotation means that, since the number of listed companies is low, the 

income generated will also be low. This makes the DSE‟s operational cost to be high 

and finally this burden will be shifted to listed companies. Not only that, but also, 

small number of companies listed in  DSE as well as cross listing hinder the 

development of the financial market due to companies failing to qualify for the 

listing criteria. It is so difficult to list companies due to foreign exchange, exchange 

control regulations, legislative and regulatory procedures that hinder the cross listing 

trading process. 

 Lack of Information and Communication Technology (ICT) and advanced 

Technology 

Lack of ICT and an advanced technology in trading securities is also one of the 

challenges of DSE in Tanzania. Many brokers and trading sessions are operating 

businesses manually. Lack of reliable internet services, insufficient and unreliable 

information about the market are critical problems since they increase the cost of 

investing and trading operations. This is supported by Yartey and Adjasi (2007), who 

shows in their constructed indicators that, the trading system in stock exchange 

market in Tanzania is operating manually. They also argued that, the main 

institutional and infrastructural bottleneck of African stock markets is the use of slow 

manual systems. However, emerging stock markets in developing countries are 

gradually adopting electronic system, still there are substantial African stock markets 

which trade manually and use manual clearing and settlement which slow down 

trading and induce inactivity. The trading system at DSE is not sufficiently 

automated. This situation does not eliminate the need for trade intermediation 

because investors cannot log onto systems online to monitor markets and trade. This 
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necessitates the use of brokers and increases the cost of operation. Actually, one of 

the respondents had this to comment on this regard. 

 

“Unavailability of automation system and low technology in 

DSE causes the local and foreign investors not to be attracted 

to participate (listing) in our stock market.” 

 

This argument was also supported by Senbet and Otchere (2008), who pointed out 

that, African stock markets are gradually adapting to electronic system, but most of 

them still use manual clearing and settlement systems. However, the manual systems 

pose bottlenecks in terms of slowing down trading and information production of the 

stock market. Sometimes it takes months to execute a single transaction. This is 

mainly due to lack of the automation and weak stock market operational 

infrastructure. 

 

 Macro-economic Instability 

Tanzania is facing inflation, currency depreciation over dollar, unemployment, 

population increase and poverty. These factors may affect either indirect or direct 

economic stability of the country. For instance, in February 2012, inflation rate was 

19.8 which was a persistence increase of general price of basket of basic goods and 

services such as diesel and petrol, transport cost, sugar and food in general (NBS, 

2012). This inflation sometimes affects the purchasing power of the currency since 

the value of shilling depreciates and hence affects trading in stock market in 

Tanzania, by increasing cost of trading stocks. The currency depreciation over dollar 

also affects macro-economic stability of the country which leads to inflation. 

Basically, sustainable macro-economic stability may accelerate growth and 

performance of the stock exchange by motivating investors to invest with positive 
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expectation; also vice verse is true under “Ceteris Peribus” (Yartey and Adjasi 

(2007). 

  

According to Senbet and Otchere (2008), the stability of macro-economic 

environment was the central to the development of stock market. High macro-

economic and political instabilities lead to high volatility in the financial markets. 

The prevailing evidence is that, stability such as low and predictable rates of 

inflation, contributes to stock market development (Garcia and Liu, 1999). In fact, 

the authors found out that, sound macro-economic environments and sufficiently 

high income levels – GDP per capital, domestic savings, and domestic investments 

contribute to stock market development in emerging markets. 

  

 Lack of Competent Experts in Financial Markets 

Lack of competent experts in financial markets is another challenge faced by DSE. It 

affects the sustainable development of stock exchange market since a few competent 

experts would not be sufficient to provide adequate demanded services to all 

investors as required. Competent experts essentially, may determine the quality of 

services provided in the capital market and quality of the stock exchange. These 

competent experts are stock analysts, financial analysts, lawyers, licensed brokers 

and professional financial advisors. DSE has only six licensed brokers and a few 

dealers. One of the successful factor for sustainable development of London Stock 

Exchange (LSE) as emerged market was reliability of financial experts and financial 

institutions (Massele et al). For Tanzania, there are almost four registered nominated 

advisors in the stock market and six licensed brokers. This number is too low to 

accommodate financial advisory to investors. According to Mensah (2003), most of 
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the African Stock markets except South African stock exchange, exhibit immature 

markets and market inefficiency. He added that, low market professionalism led to 

market inefficiencies and low returns which were realized to active management. 

This challenge was further supported by one interviewee who said the following. 

 

“Lack of qualified personnel is one of the challenges that 

obstructed the development of DSE.” 

  

 Volatility 

While the stock market provides long term success in most cases, short term 

fluctuations in market conditions can lead to dramatic loses. This is a serious 

challenge facing DSE and other stock markets, unlike a cash-based investment, such 

as a saving account which offer a steady and predictable profit, stock market are 

highly volatile. This was further supported by one interviewee who explained as 

follows. 

 
“The low level of secondary market trading is a concern since 

active markets are an essential prerequisite for the cost-

effective taking or unwinding of positions. Poor liquidity can 

induce large changes in market  

prices and volatility.” 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

5.0  Introduction 

This study had three objectives to accomplish. They are; the determination of 

perceptions of stakeholders towards stock market operations activities, understanding 

opportunities resulting from operations of stock market and lastly, investigating on 

the success and challenges facing stock market in Tanzania. The previous chapter 

presented main findings of the study as guided by the research objectives, outlined in 

the first chapter. The current chapter provides a summary of the findings, conclusion 

and recommendations, based on the findings. Finally, the chapter winds up by 

showing the limitations of the study and suggestions for further research. 

 

5.1  Summary of the findings 

This section summarizes the major findings of the study. In so doing, the 

presentation has been guided by the findings provided in chapter four.  

 

5.1.1  Perceptions of Stakeholders  

Perceptions of all respondents in this study, towards stock market on various key 

aspects were questioned. The main critical aspects identified and tested were; the 

impact of stock market towards an improvement of quality or service rendered by the 

company, security and transparency towards shareholders and the public as a whole, 

and an efficiency towards the company‟s operations. Others were; the possibility of 

increasing companies‟ capital, outputs as well as modernizing their operations and 

lastly, helping companies to avoid over reliance of debt financing from financial 

institutions, and perceptions on the level of satisfaction of respondents on the 
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operations of DSE. From the documented findings, respondents had positive 

perceptions towards stock market operations in Tanzania. Their evaluations ranged 

from 55.7% acceptance for an efficiency increase, of the company‟s operations to 

89.5% acceptance level for enhancement of transparency, towards shareholders and 

the public. Furthermore, respondents reported that, they were indeed satisfied with 

the services offered by DSE. On this regard, it was revealed that, 76.3% of the 

participants were quite satisfied. Thus, in general, operations of DSE had obtained an 

acceptance by stakeholders save some challenges which the participating firms 

faced. In fact, if the various challenges were rectified, DSE operations would gain 

more acceptance and embracement. 

 

5.1.2  Opportunities Resulting From Operations of Stock Market  

The respondents, who were interviewed, identified various opportunities that 

emanated from the operations of stock market. Among the significant opportunities 

that were identified include, a creation of market for the company‟s share, enhancing 

the status and financial standing of the company, share option schemes for 

employees, profitable exit strategy, and Government capital raising for development 

projects. Others are; increasing public awareness, public interest in the company and 

its products or services, creation of investment opportunities for small investors, 

provision of employment opportunities to the public, technical trade setups and 

international business expansion. Nonetheless, it requires an awareness creation to 

the public to understand the operations and benefits of stock market for them, to 

snatch the envisaged opportunities. 
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5.1.3  The Success and Challenges Facing Stock Market in Tanzania 

On the issue of success of the stock market in the country, the study observed that, 

there were numerous successes that stock market had achieved so far. Among the 

successes uncovered were; the raising capital for businesses, facilitation of listed 

companies to gain premium, mobilizing savings for investment, facilitation of 

privatization and a wider ownership of resources as well as redistribution of wealth. 

Others are; facilitation of companies‟ growth, enhancement of corporate governance, 

acting as the barometer of the economy, creation of wealth through investing in 

listed securities, facilitating transparency and investment diversification.  

 

Despite the mentioned successes that stock market in Tanzania had achieved, the 

study revealed that there were several challenges that hindered the development of 

stock market in the country. The most notable challenges which required an urgent 

intervention were: lack of desirable characteristics of stock exchange market, public 

awareness and knowledge about stock market, a few market participants and lack of 

information and communication technology (ICT). Others were; macro-economic 

instability, lack of competent experts in financial markets and the presence of 

volatility. 

 

5.2  Conclusion 

Based on the findings as presented above, this study makes a contribution into three 

areas. These are the contribution to knowledge, policy and management as shown 

below.  
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5.2.1  Policy Contribution  

Findings of this study, and especially the challenges facing stock market operations 

in the country, provide an eye-opener to the Government on the appropriate steps, 

which need to be taken in order to create conducive environment for stock market, to 

grow and prosper. Indeed, there are abundant opportunities which the nation could 

reap if the existing barriers were removed. 

 

5.2.2  Contribution to Knowledge 

Findings of this study, have improved our understanding on stakeholders‟ 

perceptions regarding operations and performance, of stock market in Tanzania. The 

findings also have shown challenges and prospects of the stock market in the 

country. In a way, the findings pave a way for further investigations in the form of 

assessment, regarding measures to be taken to create a better operating environment. 

 

5.2.3  Contribution to Management 

Findings of this study and especially perceptions of stakeholders provide a room for 

an improvement on the side of DSE. Despite of the fact that, many participants had 

evaluated operations of stock market positively, there are a significant portion of 

stakeholders who showed negative perceptions on all the indicators used to appraise 

DSE operations. This calls for the DSE management, to undertake serious probing in 

order to understand their areas of weaknesses for an improvement. Furthermore, 

there are challenges, such as awareness of the public on stock market operations that 

are within the reach of DSE management which could rectify the situation for its 

own prosperity and the wellbeing of the nation at large. 
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5.3  Recommendations 

Based on the findings documented, this study is making recommendations to four 

main groups of stakeholders, namely; the government, management of DSE, 

management of firms and individuals. 

 

5.3.1  Recommendations to the Government  

A number of recommendations based on the findings of this study are directed to the 

Government. It is hoped that, if the recommendations were implemented, operating 

environment of the stock market in the country, would be attractive for internal as 

well as external investors. 

 

1. Follow prudent macroeconomic policies  

It was found out that, an economic instability was a stumbling block for 

smooth operations of stock market. It is therefore recommended that, the 

government should follow cautious macroeconomic policies. The high 

interest and inflation rates as well as budget deficits, that had become 

persistent in this country not only create a financial instability, but also feed 

uncertainty, which affected the stock market development. 

 

2.  Encourage the development of investment trusts and funds  

It was revealed that, most of the investors on the DSE were smallholder 

operators. The Government is thus advised to promote the development of 

institutions which would support and sustain DSE. This will encourage 

brokerage managers to develop funds and unit trusts, such as, pension funds, 

index funds, credit ratings agencies, among others. 
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3. Provide Fiscal Incentives 

It was uncovered that, listed companies were indeed very few to enable DSE 

operate optimally. In order to boost listing, the Government is highly advised 

to develop incentives for listing on stock exchange, as a means to achieve a 

greater market depth and trading activity. If the number of firms on the stock 

market is to grow, there is a need to provide incentives for firms, who may 

want to be listed on DSE. One of such incentive is differential taxation (tax 

incentives) in favour of listed companies.  

 

4. Improve the Communication Infrastructure  

One of the central pillars for stock market to stand upon is efficient 

connectivity in terms of computer networking. This was missing for the case 

of DSE. There is thus, a need for the government to improve the physical 

telecommunication infrastructure, for business on the financial market to 

revolve. 

 

5. Developing experts in stock market 

This study found out that, stock market operations lacked the necessary 

experts to make it operate at acceptable standards. This calls for the 

Government through its Higher Learning Institutions, to offer programmes 

which will produce the required experts to work with security markets, like 

analyzing complex financial concepts such as options and other derivatives.  
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5.3.2  Recommendations to management of DSE 

1. Mount an Intensive Education and Promotion Campaign 

The greatest challenge to the DSE, is to improve the level of knowledge of 

the local investors. A programme of continuous education for investors, the 

intermediaries, the issuer and the regulator is extremely important, for the 

successful development of DSE. This education campaign should involve the 

development of financial journalists and improvements in the quality of 

financial market publications. Financial education should be strengthened in 

secondary schools and particularly at universities. Radios and televisions 

should also be used to reach more people, explaining financial investments in 

securities. 

 

2.  Integrate the DSE with the International Financial System  

It was reported that, operations of stock market required an automation such 

that, activities could be accessed everywhere globally. Thus, the management 

of the DSE, must aim at integrating the DSE into the International Capital 

Markets. If we were to succeed in this direction, regulatory authorities must 

enforce various regulations on securities. If this was done, both local and 

foreign investors would feel more protected and freely commit their financial 

resources to DSE.  

 

3. Establish a Centralized Settlement System  

In order for stock market to operate efficiently, an adaptation of electronic 

systems is inevitable. This adaptation could reduce the cost and inefficiencies 

associated with manual systems in clearing and settlement. The result would 

be the increase of trading activities and liquidity, in stock markets by 
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speeding up operations. The establishment of a centralized and electronic 

clearing and settlement system sooner than later, will substantially improve 

the present manual settlement system and cut costs at the same time. 

 

4. Mobilization of domestic resources  

The catchment area of stock market was still narrow as documented in this 

study. DSE should therefore, target mobilization of domestic resources 

through the cultivation of attractive investment opportunities, and fostering 

deep and well functioning domestic stock market. Not only that, domestic 

investors should be informed and convinced about stock market opportunities 

within the country but also, those outside the country. 

 

5.3.3  Recommendations to Firms 

1) Share price Fluctuations 

The management of firms, listed in the stock market must make sure that, 

they strive hard to coordinate and supervise the activities of their firms, in 

order to improve the performance of such organizations. In so doing, such 

firms will maximize their wealth and create a constant stability towards the 

share prices. 

  

2) Share Option Scheme 

The management of firms may decide to establish a share option scheme, 

whereby employees of such firms would be given a certain percentage of 

shares, for the purpose of motivating them and create a sense of ownership. In 

that way, performance of the firms would improve and thus raise their 

credibility to their rivals and general public as a whole. 
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3) Employment of Financial Market Experts 

The management of firms must employ the financial market experts who 

would advise such firms, on various technical matters that might bring the 

positive impacts, towards the performance of such firms in the market. This 

would resolve the challenge of lack of competent experts in the financial 

markets that the firms are facing. 

 

4) International Business Expansion 

The management of firms are recommended to expand their business 

operations, through buying or selling their shares to and from the stock 

exchanges in foreign countries. This strategy is very useful, especially when 

such firms make the right decision on where to invest. 

 

5.3.4 Recommendations to Individuals 

Individuals are advised to observe stock market operations as opportunities for 

investment. There is no need to begin new ventures and expose resources to 

numerous risks. It is very wise to join hands with big companies which had been in 

operations for quite a long time. This can be done by buying shares sold under DSE. 

 

5.4  Limitation of the Study 

The scope of this study, was the first limitation because DSE was only considered 

and chosen as a case study. DSE is far behind, when compared to other stock 

exchanges such as the Nairobi Stock Exchange or Johannesburg Stock Exchange.  It 

is acknowledged that, if the study had covered many stock exchanges, the magnitude 

of the problem could have been more fairly established. Nevertheless, such 

expansion could require more commitment in terms of resources. Furthermore, an 
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accessibility of data and information would require assurance since at the beginning. 

The second limitation to the study was that, the listed companies under DSE were 

few. If more Companies were considered, findings could be more attractive. 

However, this was not possible because, in fact, this study covered all the listed 

Companies operating within the country. 

 

5.5  Area for Further Study 

Finally, in order to improve our understanding towards the success and challenges of 

stock market, this study proposes the following areas for further studies: 

a) Replication of the study, with a large scope by considering many cases in order 

to allow comparisons. 

b) Conducting research in this area, by involving other key players such as 

CMSA, financial intermediaries, dealers, regulators, etc. 

c) Conducting an enquiry on the assessment of measures to be taken by 

stakeholders to create a better operating environment of stock market. 
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Appendix 1: Questionnaire for Companies 

This study is based at the University of Dodoma. Its main objective is to assess the 

success and challenges of Stock Market in Tanzania, the case of listed Companies. 

Therefore, you are kindly requested to participate in this study by filling this form. 

The information being looked for is only for academic purposes. It is not for any 

other use like taxation, etc. Under no circumstances will this information be given 

out to any person or institution. There is no need to provide your name.  

 

A: PERCEPTIONS OF STAKEHOLDERS 

1. For how long have you been involved in stock market activities?  

……………………………………….. (Years). 

2. The following set of statements relates to your feelings about stock market 

activities. For each statement, please show the extent to which you believe 

the market has the feature described by the statement. For example, circling a 

five on the line means you strongly agree and a one means you strongly 

disagree. You may as well circle any of the numbers in the middle to show 

how strong your feelings are.  

 

S/N  Strongly  

Disagree 

   Strongly 

Agree 

a) The Stock Market has managed to 

improve the quality of services 

rendered by the Company to the 

customers 

 

1 

 

2 

 

3 

 

4 

 

5 

b) The Stock Market has successfully 

ensured security towards the key 

actors 

 

1 

 

2 

 

3 

 

4 

 

5 

c) The Stock Market has successfully 

ensured transparency towards the 

key actors 

 

1 

 

2 

 

3 

 

4 

 

5 

d) The Stock Market has enhanced 

efficiency towards the Company‟s 

operations 

 

1 

 

2 

 

3 

 

4 

 

5 
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e) The Stock Market has successfully 

managed to increase the Company‟s 

Capital. 

 

1 

 

2 

 

3 

 

4 

 

5 

f) The Stock Market has lead to the 

modernization of the company‟s 

operations. 

 

1 

 

2 

 

3 

 

4 

 

5 

g) The Stock Market has enabled the 

participating companies to increase 

production of their outputs 

 

1 

 

2 

 

3 

 

4 

 

5 

h) The Stock Market has helped the 

Companies to avoid over reliance of 

debt financing from financial 

institutions 

 

1 

 

2 

 

3 

 

4 

 

5 

i I am quite satisfied with the services 

provided by the Dar es Salaam 

Stock Market  

 

1 

 

2 

 

3 

 

4 

 

5 

 

3. For any selection you have made in the statements above, please give at least 

two reasons. 

a) ……………………………………………………………………………

…………………………………………………………………………… 

b) ……………………………………………………………………………

…………………………………………………………………………… 

c) ……………………………………………………………………………

…………………………………………………………………………… 

d) ……………………………………………………………………………

…………………………………………………………………………… 

e) ……………………………………………………………………………

…………………………………………………………………………… 

f) ……………………………………………………………………………

…………………………………………………………………………… 

g) ……………………………………………………………………………

…………………………………………………………………………… 
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h) ……………………………………………………………………………

…………………………………………………………………………… 

i) ……………………………………………………………………………

…………………………………………………………………………… 

 

B: OPPORTUNITIES OF STOCK MARKET 

4. In your opinion, what are the opportunities that may emanate from the 

operation in stock market? (Please mention at least four reasons). 

a) …………………………………………………………………………

………………………………………………………………………… 

b) …………………………………………………………………………

………………………………………………………………………… 

c) …………………………………………………………………………

………………………………………………………………………… 

d) …………………………………………………………………………

………………………………………………………………………… 

5. In your opinion, what success do you think has so far resulted from Stock 

Market operations in the country? Please mention at least four success: 

a) …………………………………………………………………………

………………………………………………………………………… 

b) …………………………………………………………………………

………………………………………………………………………… 

c) …………………………………………………………………………

………………………………………………………………………… 

d) …………………………………………………………………………

………………………………………………………………………… 

e) …………………………………………………………………………

………………………………………………………………………… 
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C:  CHALLENGES 

6. What are challenges facing Stock Market in Tanzania? Please mention at 

least four challenges: 

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

 

7. For each of the challenges you mentioned above, please give short 

description as to why you feel is challenge. 

a) …………………………………………………………………………

………………………………………………………………………… 

b) …………………………………………………………………………

………………………………………………………………………… 

c) …………………………………………………………………………

………………………………………………………………………… 

d) …………………………………………………………………………

………………………………………………………………………… 

e) …………………………………………………………………………

………………………………………………………………………… 

f) …………………………………………………………………………

………………………………………………………………………… 

8. What do you think can be done in order to address the above challenges? 

Please list them:  

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

f) ………………………………………………………………………… 

 

THANK YOU VERY MUCH FOR YOUR TIME AND COOPERATION 
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Appendix 2: Questionnaire for Individuals 

This study is based at the University of Dodoma. Its main objective is to assess the 

success and challenges of Stock Market in Tanzania, the case of listed Companies. 

Therefore, you are kindly requested to participate in this study by filling this form. 

The information being looked for is only for academic purposes. It is not for any 

other use like taxation, etc. Under no circumstances will this information be given 

out to any person or institution. There is no need to provide your name.  

 

A: PERCEPTIONS OF STAKEHOLDERS 

1. For how long have you been involved in stock market activities?  

……………………………………….. (Years). 

2. The following set of statements relates to your feelings about stock market 

activities. For each statement, please show the extent to which you believe 

the market has the feature described by the statement. For example, circling a 

five on the line means you strongly agree and a one means you strongly 

disagree. You may as well circle any of the numbers in the middle to show 

how strong your feelings are.  

 

S/N  Strongly  

Disagree 

   Strongly 

Agree 

a) The Stock Market has managed to 

improve the quality of services 

rendered by the Company to the 

customers 

 

1 

 

2 

 

3 

 

4 

 

5 

b) The Stock Market has successfully 

ensured security towards the key 

actors 

 

1 

 

2 

 

3 

 

4 

 

5 

c) The Stock Market has successfully 

ensured transparency towards the 

key actors 

 

1 

 

2 

 

3 

 

4 

 

5 

d) The Stock Market has enhanced 

efficiency towards the Company‟s 

operations 

 

1 

 

2 

 

3 

 

4 

 

5 
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e) The Stock Market has successfully 

managed to increase the Company‟s 

Capital. 

 

1 

 

2 

 

3 

 

4 

 

5 

f) The Stock Market has lead to the 

modernization of the company‟s 

operations. 

 

1 

 

2 

 

3 

 

4 

 

5 

g) The Stock Market has enabled the 

participating companies to increase 

production of their outputs 

 

1 

 

2 

 

3 

 

4 

 

5 

h) The Stock Market has helped the 

Companies to avoid over reliance of 

debt financing from financial 

institutions 

 

1 

 

2 

 

3 

 

4 

 

5 

i I am quite satisfied with the services 

provided by the Dar es Salaam Stock 

Market  

 

1 

 

2 

 

3 

 

4 

 

5 

 

 

3. For any selection you have made in the statements above, please give at least 

two reasons. 

a) ……………………………………………………………………………

…………………………………………………………………………… 

b) ……………………………………………………………………………

…………………………………………………………………………… 

c) ……………………………………………………………………………

…………………………………………………………………………… 

d) ……………………………………………………………………………

…………………………………………………………………………… 

e) ……………………………………………………………………………

…………………………………………………………………………… 

f) ……………………………………………………………………………

…………………………………………………………………………… 
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g) ……………………………………………………………………………

…………………………………………………………………………… 

h) ……………………………………………………………………………

…………………………………………………………………………… 

i) ……………………………………………………………………………

…………………………………………………………………………… 

 

B: OPPORTUNITIES OF STOCK MARKET 

4. In your opinion, what are the opportunities that may emanate from the 

operation in stock market? (Please mention at least four reasons). 

a) …………………………………………………………………………

………………………………………………………………………… 

b) …………………………………………………………………………

………………………………………………………………………… 

c) ………………………………………………………………………… 

d) …………………………………………………………………………

………………………………………………………………………… 

e) …………………………………………………………………………

………………………………………………………………………… 

 

5. In your opinion, what success do you think has so far resulted from Stock 

Market operations in the country? Please mention at least four success: 

a) …………………………………………………………………………

………………………………………………………………………… 

b) …………………………………………………………………………

………………………………………………………………………… 

c) …………………………………………………………………………

………………………………………………………………………… 

d) …………………………………………………………………………

………………………………………………………………………… 
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C:  CHALLENGES 

6. What are challenges facing Stock Market in Tanzania? Please mention at 

least four challenges: 

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

 

7. For each of the challenges you mentioned above, please give short 

description as to why you feel is challenge. 

a) …………………………………………………………………………

………………………………………………………………………… 

b) …………………………………………………………………………

………………………………………………………………………… 

c) …………………………………………………………………………

………………………………………………………………………… 

d) …………………………………………………………………………

………………………………………………………………………… 

e) …………………………………………………………………………

………………………………………………………………………… 

 

8. What do you think can be done in order to address the above challenges? 

Please list them:  

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

f) ………………………………………………………………………… 

 

THANK YOU VERY MUCH FOR YOUR TIME AND COOPERATION 
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Appendix 3: Questionnaire for DSE Officers 

This study is based at the University of Dodoma. Its main objective is to assess the 

success and challenges of Stock Market in Tanzania, the case of listed Companies. 

Therefore, you are kindly requested to participate in this study by filling this form. 

The information being looked for is only for academic purposes. It is not for any 

other use like taxation, etc. Under no circumstances will this information be given 

out to any person or institution. There is no need to provide your name.  

 

A: OPPORTUNITIES OF STOCK MARKET 

1. In your opinion, what are the opportunities that may emanate from the 

operations of stock market? (Please mention at least four reasons). 

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

 

2. In your opinion, what success do you think has so far resulted from Stock 

Market operations in the country? Please mention at least four success: 

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

 

C:  CHALLENGES 

3. What are challenges facing Stock Market in Tanzania? Please mention at 

least four challenges: 

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 
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4. For each of the challenges you mentioned above, please give short 

description as to why you feel is challenge. 

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

f) ………………………………………………………………………… 

g) ………………………………………………………………………… 

h) ………………………………………………………………………… 

 

5. What do you think can be done in order to address the above challenges? 

Please mention:  

a) ………………………………………………………………………… 

b) ………………………………………………………………………… 

c) ………………………………………………………………………… 

d) ………………………………………………………………………… 

e) ………………………………………………………………………… 

f) ………………………………………………………………………… 

g) ………………………………………………………………………… 

h) ………………………………………………………………………… 

 

 

THANK YOU VERY MUCH FOR YOUR TIME AND COOPERATION 

 


