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ABSTRACT 

The informal construction sector plays an important role in the construction industries 

of developing countries, particularly in providing employment and cheap shelter for the 

people. However, it has generally been neglected in the development programmes of 

construction industries of many countries. This thesis analyses the informal construction 

sector in Tanzania: its characteristics; its importance to the economy; and its linkages 

and benefits thereof, with the formal construction sector. It particularly examines the 

impact of policies on the growth of the informal construction sector, and on the nature 

of linkages that exist between the formal and informal construction sectors. 

The research, which is deductive, used archival and opinion research strategies to 

collect qualitative and quantitative data on formal and informal contractors in Tanzania. 

The surveys on the Tanzanian informal sector conducted by the government of Tanzania 

in 1991 and 1995, together with the formal and informal contractors' surveys carried 

out by the author in 1999/2000 provided the necessary data for the research. 

It was established that the informal contractors are highly involved in the construction 

of residential structures in Tanzania, and that labour only subcontracting was 

predominant amongst large and small formal contractors, and between formal and 

informal contractor~. The research also found that despite this high involvement of the 

informal construction sector in the construction industry in Tanzania; some of the 

existing government policies were not in favour of it, while others were not supportive 

of the sector. 

The thesis concludes that existing policies in Tanzania are inappropriate for the 

development of the informal construction sector, and provides three recommendations 

of what should be done to improve the situation. Firstly,. it recommends the review of 

registration and licensing procedures, particularly the introduction of a registration 

category for labour only contractors. A framework for implementation of this 

recommendation is provided. Secondly, it recommends the mobilisation of informal 

contractors into associations. And lastly, it recommends a review of policies of the 

informal sector at the national level, and of the informal construction sector at the 

industrial level. A framework for the review at both levels is also provided. 
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CHAPTER ONE 

INTRODUCTION 

1.1 INTRODUCTORY BACKGROUND 

The importance of the informal sector in the development of the economies of 

developing countries has been recognised since the 1970's (ILO, 1972; Hart, 1973; 

Sethurarnan, 1976; Souza and Tokrnan, 1976). Of particular interest is its ability to 

create employment and to provide goods and services to the urban and the rural poor at 

affordable prices (ILO, 1972; Dewar and Watson, 1991; Franks, 1994; Marten, 1996). 

However, the recognition of the sector's importance has not been without criticism. The 

major criticism is that the informal sector, at times referred to as petty commodity 

production, represents the most severely exploited group within capitalism. It was 

argued that it supports capitalism by producing cheap goods and services enabling 

capitalists to keep wages low. It has also acted as a source of cheap labour in the face of 

restrictive labour laws (William and Mutebile, 1978; Moser, 1978; Bromley and Gerry, 

1979). Others argued that the presence of the informal sector deprives governments of 

revenue due to its ability to evade tax (Franks, 1994; Marten, 1996). 

According to Mutagwaba (1996: 1), in most developing countries, the informal sector 

has not been given the adequate attention it deserved due to the belief that "it was a 

transient phenomenon which would gradually disappear over time as the modern 

(formal) sector grew and absorbed more labour". It was also believed that this sector 

produced and provided inferior goods and services respectively. In contrast, for example 

in Tanzania, the informal sector has been growing rapidly due to the country's serious 

problem of unemployment caused primarily by poor performance of the economy, over­

dependence on the formal sector and restructuring of the public sector (Tripp, 1990~ 

Mutagwaba, 1996; Tripp, 1997). The trend is the same in other developing countries 

(Sethurarnan, 1997; Bangasser, 2000). Moreover, conditions imposed on people 

operating in the formal sector, like taxation and the licensing system, have made it 

unattractive for some people to operate formally (Malyamkono and Bagachwa, 1990; 

Tripp 1990; Mutagwaba, 1996). 
1 



The informal sector concept is not particularly linked with unemployment. In Tanzania 

and many other developing countries employed people engage in the informal sector 

activities (Trip, 1990~ Thomas, 1995). According to Tripp (1990:49), a decline in real 

wages due to economic hardships have made Tanzanian employees resort to "side-line 

income generating activities" to bridge the income gap. Nevertheless, many 

unemployed people depend more on the informal sector for employment (GOT, 1991a~ 

Sethuraman, 1997). It is argued that it is easier for the unemployed to create 

employment by establishing a business in the informal sector, which is unregulated and 

requires less capital, compared to that of the formal sector (GOT, 1991a; Thomas, 1995; 

Ministry of Foreign Affairs, 1997). 

At the same time, the informal sector is not linked with poverty per se. Data on income 

distribution for a number of countries suggests that not all the people operating in the 

informal sector are poor (Thomas, 1995). There is evidence to suggest that even 

relatively wealthy people engage in the informal sector activities, which according to 

Tripp (1990) can sometimes bring in ten to fifteen times the income of formal sector 

activities. However, for the majority of the urban poor, the informal sector is the 

provider of employment and income. Sethuraman (1997) suggested two options of 

income for the urban poor; which are either wage employment in the formal public and 

private sector and/or self-employment in the informal sector. Thus with the increasing 

failure of the formal sector to generate adequate jobs, many of the urban poor are 

increasingly becoming dependent on the informal sector for employment. Similarly. 

because of declining real wages, workers employed in the formal sector also resort to 

activities in the informal sector to supplement their income. The informal sector 

therefore caters for the needs of the poor who are unemployed and supplements 

inadequate incomes of the employed. 
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1.2 THE INFORMAL CONSTRUCTION SECTOR 

The National Informal Sector Survey (NISS) which was carried out in Tanzania in 1991 

(GOT, 1991a:5) adapted the ILO (1972) definition of the informal sector and defined 

the sector to: 

"Constitute of urban and rural, non-fann, small scale, and self-employed activities, with or 
without hired labour. Typically operating with low level of organization, low capital, low 
technology, and often from temporary premises. They are usually not supported by formal 
financing institutions, and are not usually measured in official government statistics". 

Marten (1996), using the GOT (1991a) definition of the informal sector, described the 

informal construction sector as consisting of all persons and enterprises fitting the above 

definition, and involved in the process of planning, designing, constructing, altering, 

maintaining, repairing, and demolishing of buildings and civil engineering structures. 

Examples of persons in the informal construction sector are builders, roof makers, 

plumbers, painters, steel fixers, concrete gangs, etc. 

According to the UNCHS (1981), the informal construction sector comprises people or 

groups of people involved in direct construction, preparation of building designs, 

extraction of construction' raw materials and manufacture of building materials and 

components. In contrast to operators in the formal industry, they are usually not licensed 

and/or registered with any government organisation, and therefore their activities and 

output escape the government statistics. This leads to the overall underestimation of the 

magnitude and contribution of the construction industry to the national economy. 

According to Wells (1998), the group involved in direct construction, herein referred to 

as informal contractors, undertakes the construction and repair of low cost private 

houses. Some carry out maintenance and the repair of middle and high cost houses, 

while others build complete houses for middle and high-income groups. Although most 

informal contractors are labour contractors, there are a few engaged as general 

contractors who supply labour as well as materials (Cattell, 1994). This group also 

offers their services as labour subcontractors to the more established formal contractors. 

It consists of individuals with varied academic backgrounds, but many are skilled 
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construction trades men (ILO, 1987; Cattell, 1994). This thesis concentrates mainly on 

this group. 

The design group consists of architects, draughtsmen, engineers and other individuals 

with adequate academic or practical background in construction, and they usually 

supply building plans for the clients who can afford them. This group is small because 

of the possession of good academic qualifications, and therefore a high chance of 

employment in the public and private sectors (UNCHS, 1981; ILO, 1987). 

The building material group is involved in the production of various building materials, 

ranging from aggregates, pre-cast concrete and concrete products, burnt bricks, timber 

and timber products. The group is usually large because of the simple technology 

involved in the production process, and therefore easily accessible to people with low 

education and skills (GOT, 1991a; GOT, 1995; Mpembe, 1999). 

The above discussion examined the actors in the informal construction sector. The 

sector can also be analyzed in terms of activities, in which informal activities are those 

that are unregulated. Based on activities, the informal construction sector can therefore 

be taken to include building or housing activities which take place without proper 

planning or building permits, or constructions which take place without formal contracts 

(Wells, 1998). 

In many developing countries, the informal sector is often confused with illegal black 

market activities. According to the ILO (1993) and the United Nations (1996), this 

confusion has often led to contradictory, ambiguous and repressive public policies. This 

thesis has focussed only on the legal informal sector activities i.e. activities which are 

accepted in society and for which permission to execute them could be granted by the 

government. 

Just like other sectors of the economy, the informal sector plays an important role in the 

construction industries of developing countries. According to the UN (1997) the 

investment in the construction industry constitutes about 50 per cent of all investment in 

capital goods in many countries. In most Sub-Saharan countries, the construction 
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industry constitutes less than 5 per cent of GOP. The corresponding average for 

developed countries is 7 per cent. 

The Tanzanian construction industry's share of GOP between 1992 and 1996 was 4.5 

per cent, in which the informal construction sector contributed 0.9 per cent (GOT, 

1996a). Rural own constructionl
, which is regarded as an integral part of the informal 

construction sector, between 1987 and 1998, contributed an average of 14 and 18 per 

cent of the Gross Capital Formation (GCF) and the GOP of the Tanzanian construction 

industry respectively'(GOT, 1999a). The NISS (GOT, 1991a) established that in 1991, 

the informal sector employed 22 per cent of the labour force in Tanzania, of which 7 per 

cent was contributed by the informal construction sector. It was suggested that 

employment generated in the informal construction sector is higher than reported if 

informal material producers and food sellers on construction sites are included 

(Mpembe, 1999). 

In addition to the informal construction sector contribution to employment, the GOP 

and the GCF as discussed above, the sector is increasingly relied upon to provide shelter 

to the urban poor (ILO & UNCHS, 1995). Moavenzadeh (1987) and Nyembe (1994) 

suggested that mobilizing the resources available in the informal sector to supplement 

those available in the formal sector would enable governments to meet construction 

challenges facing developing countries. For example, estimates in Tanzania indicated 

that urban cities/towns demanded more than 2,200,0002 housing units up to year 2000 

(GOT, 2000a). To meet the challenge of providing shelter to its citizens, the Tanzanian 

government needs to appreciate the capacity available within the informal construction 

sector (Bjorklof et al., 1992). 

The UNCHS (1981) suggested the existence of a symbiotic relationship between the 

formal and informal construction sectors. The informal construction sector supplied 

I Rural own construction is part of eonstruction carried out in the rural area on self-help basis. In countries like 
Tanzania, construction on self-help basis is not limited to rural an:as only. 

2 The figure given for housing demand in urban cities is very high compared with urban population in Tanzania of 
about 9.5 million (Appendix 5.I) in year 2000. Based on this estimate. it means that on average 4 people occupy a 
dwelling unit, and that for the time being no dwelling units exist in urban areas. which is not correct. 

S 



local construction materials and the much-needed unskilled labour in the formal sector 

through sub-contracting arrangements. At the same time the formal sector acted as an 

outlet of the outputs and services of the informal sector thereby providing income to the 

informal sector operators). 

Construction markets range from very small and relatively simple jobs requiring only 

simple technology and tools to very large and complex projects, which require 

complicated technologies and machinery (Hindle, 1997a). This varied nature of 

construction markets calls for equally varied sizes and categories of contractors. The 

informal contractors could play an important role in the lower markets, which are in 

many cases unattractive to the established contractors (ll..O, 1987; UNCHS, 1996; 

Hindle, 1997a). Also, because of the fluctuating nature of workload in the construction 

industry, established contractors are reluctant to employ a labour force on a permanent 

basis (Cattell, 1994; Lee, 1997). The informal contractors therefore act as a pool of 

labour force, which could be used by the established contractors in periods of labour 

demand (UNCHS, 1991; UNCHS, 1996). Similarly, the established contractors are an 

important source for jobs and income. The informal contractors also acquire technical 

and managerial skills through their association with established contractors (UNCHS, 

1996). 

In this thesis, it is argued that the proper interaction between the formal and informal 

construction sectors, and therefore proper development programmes for the construction 

industry, could be established if the policy makers and the participants in the formal 

industry acknowledge and appreciate the symbiotic relationship between the sectors. 

However, available literature does not $8 show whether efforts have been taken in 

Tanzania to strengthen links between them (GOT, 1991a; GOT, 1991b; GOT, 1995; 

Laswai, 1998; Msita, 1998). While efforts have been made to strengthen the formal 

construction sector (GOT, 1991b), no similar efforts have been taken to develop the 

informal construction sector. Even the most recent Contractor's Registration Act that 

3 This kind of collaboration has always depended on the mutual beDefits derived by both parties. In many parts of the 
world the governments did not play any role in the process. In the construction industry, even in developing 
countries, the contractors in their bid to cut down construction costs, have given rise to an increased level of self· 
employment (Winch, 1998), which is a characteristic of tile informal COJ1StIueti.on sector. 
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established the Contractor's Registration Board (GOT, 1997) is not supportive of this 

sector. According to Mlinga (1999), the Act, on the one hand, because of the minimum 

entry conditions imposed, makes it difficult for prospective small contractors to register 

their companies, and therefore leaves them with no other alternative but to operate 

informally. On the other hand, the Act imposes heavy fines on contractors found to 

operate without registering. This situation becomes unfavourable in a situation where no 

mechanisms are in place to accommodate the informal contractors. 

Although the government of Tanzania has acknowledged the potential of the informal 

sector for the development of the economy (GOT, 1991a; GOT, 1995; GOT, 1996b; 

GOT, 1999b; GOT, 2000a), there are no co-ordinated efforts to develop the informal 

construction sector to play this role. Many of the programmes to develop the 

construction industry focus only on the formal sector (Msita, 1998; Laswai, 1998; 

Materu, 1999; Materu, 2000) 

1.3 PROBLEM STATEMENT 

From the foregoing discussions, it has been argued that collaboration between the 

formal and informal construction sectors is necessary and is important for the 

development of a healthy construction industry. However, in Tanzania, the policies and 

actions taken by the government do not appear to address this. Since 1991, after the 

conduct of the NISS (GOT, 1991a), there have been efforts to develop the informal 

sector, particularly in the trade and manufacturing industries (GOT, 1996b; GOT, 

1999b). There is no evidence to suggest that similar efforts have taken place in the 

construction industry. 

Some strategies contained in the National Construction Industry Development Strategy 

(NCIDS) appear to support the development of the informal construction sector (GOT, 

1991b). However, since its publication ten years ago, several programmes to develop 

formal contractors have been implemented, but very little has taken place to develop the 

informal construction sector. Even the recent Contractors Registration Act (GOT, 1997) 

aimed at regulating the construction industry in Tanzania, and established at a time 
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when the informal sector was receiving support in other industries like trade and 

manufacturing, is not supportive of the informal construction sector. 

Generally, while the Tanzanian government recognises the need and is willing to 

promote the informal sector (GOT, 1991a; GOT, 1991b; GOT, 1995; GOT, 1996b), the 

newly instituted legislation aimed at regulating the construction industry, like the eRB 

Act discussed above, is not supportive of the informal construction sector. This lack of 

support could be attributed to the absence of clear policies on the informal sector, which 

·leaves room for every organisation to make own interpretation on the status of the 

sector. This apparently existing situation, of willingness to support the informal sector 

on the one hand, and lack of support to the informal construction sector on the other, 

constitutes the main research problem. Thus, the main problem addressed in this thesis 

is: Does the absence of appropriate policies on the i'!formal sector affect the realisation 

of potential benefits of interaction between the formal and informal construction sectors 

in Tanzania? 

To address the main research problem, it was found necessary to first address the 

following sub-problems: 

Sub-problem one 

Does Tanzania lack appropriate policies on the informal sector? 

Sub-problem two 

Is the interaction between the formal and informal construction sectors beneficial? 

It is important to point out here that government policy is not the only factor that can 

enhance collaboration between formal and informal construction sectors. Other factors 

like level of competition in the industry, the need for flexibility on the part of 

contractors, increased complexity and specialisation in construction works, increased 

labour costs and increased efficiency and reliability of the informal construction sector 

could also contribute to an increased collaboration (Winch, 1998). 
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The decision to concentrate on government policies, as far as Tanzania is concerned, is 

based on the premise that currently there are policy efforts geared towards development 

of the informal sector particularly in the food, trade and manufacturing industry. These 

efforts could be beneficial if extended to the construction industry. 

1.4 RESEARCH HYPOTHESES 

A hypothesis can be defined as a "statement positing possible relationships or 

association among the phenomena being studied" (Sirkin, 1999:S). 

In line with the problem statement and the sub-problems, three hypotheses have been 

identified. 

Hypothesis one: 

There are no appropriate policies on the informal sector activities in Tanzania. 

Hypothesis two: 

There are potential benefits of interaction between the formal and informal construction 

sectors. 

Hypothesis three; 

Lack of appropriate policies on the informal sector has resulted in the non-realization of 

potential benefits of interaction between the formal and informal construction sectors in 

Tanzania. 

1.5 RESEARCH OBJECTIVES 

In line with the problem statement and research hypotheses, the principal objectives of 

this research project are to establish: 

a) Importance of the informal construction sector to the economy of developing 

countries; Tanzania being a case study; 

b) Causes of informality in the construction industry; 
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c) Role of government policies towards developing the informal construction 

sector; and 

d) Nature of linkages between the formal and informal construction sectors. 

In order to achieve the stated objectives, this research will investigate the following 

aspects: 

a) Existing policies and how they apply to the construction industry; 

b) How the informal sector operates in comparison to the formal sector; 

c) The nature of work executed by the informal sector in comparison to the formal 

sector; 

d) The effect of the growing informal sector on the formal sector; and 

e) Steps taken to by the government of Tanzania to streamline the operations of 

both sectors. 

1.6 JUSTIFICATION FOR THE RESEARCH 

Two issues are addressed to justify this research 

• Significance pfthe research with respect to other research in this area; and 

• the likely benefits of the outcome of the research 

This research focuses mainly on the collaboration between the formal and informal 

construction sector in Tanzania. In general, the informal sector is a widely researched 

area; however, there exists little research focussing on the informal construction sector 

(Wells, 1999). Many general studies on the informal sector tended to put different 

industries together without any regard to their special characteristics. This resulted in 

prescribing development measures that were ineffective to a particular industry, like 

construction. 

The informal construction sector shares the major characteristics of both the informal 

sector and the construction industry. Therefore, any efforts to develop the informal 

construction sector call for a need to understand what is happening within the sectors or 

industries to which it belongs. However, little is known of the informal construction 
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sector in Tanzania. It is on this premise that this research is carried out to provide a 

better understanding of the Tanzanian informal construction sector and its interaction 

with the formal construction sector. 

The outcome of this work will be in the form of policy proposals on how to develop the 

informal construction sector and to facilitate its collaboration with the formal sector. 

Thus this outcome could be used by government officials to formulate policies and 

programmes to develop the informal and formal construction sectors and to foster 

collaboration amongst them. 

1.7 RESEARCH MEmODOLOGY 

To meet the objectives of the research set out in section 1.5, the following methodology 

was adopted: 

• The initial stages of the research involved a comprehensive literature review. The 

literature review was important to establish previous work done with respect to 

the informal construction sector. The review aimed to establish the definition of 

terms and concepts relating to the sector, its importance and its relationships with 

the formal construction sector. In addition it aimed to analyse existing policies 

and legislation that affect the informal construction sector and experiences from 

other countries with regard to this sector. 

• From the literature review, it was possible to prepare questionnaires that were 

used for the informal and formal contractors' surveys. The former was important 

to establish the characteristics of the informal contractors and the extent of 

collaboration with the formal contractors, while the latter was important to 

establish the extent of collaboration between the formal contractors with the 

informal contractors, material and equipment suppliers. 

• Government officials were interviewed to solicit information on existing 

government policies and legislation for the construction industry and the informal 

sector. The interviews were important to establish different government policies 
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and/or regulations that affect both the construction industry and the informal 

sector. 

• Scheduled structured interviews were conducted with informal and formal 

contractors in Arusha, Dar-es-Salaam, Dodoma and Mwanza cities. The 

interviews aimed to establish the characteristics of contractors as well as the 

problems and areas of collaboration with other contractors. 

The methodology will be discussed in detail later in this work. 

1.8 SCOPE AND LIMITATIONS OF THE STUDY 

This research focuses on the building construction industry in Tanzania because of the 

documented potential of the informal construction sector in the provision of housing 

(Bjorklof et al. 1992; Alder, 1998; Trippte and Korboe, 1998; GOT, 2000a). The 

research was carried out in four urban centres namely Dar-es-Salaam, Arusha, Mwanza 

and Dodoma. This does not in any way underestimate the importance of the informal 

construction sector in the rural areas. Actually, the informal construction sector plays a 

predominant role of delivering rural housing (GOT, 1991b; GOT, 2000a). However, the 

research concentrated in urban centres for two reasons. Firstly, the research aimed to 

establish the characteristics of the informal construction sector as well as its 

collaboration with the formal sector, and therefore it focussed on urban areas since the 

formal sector enterprises are concentrated in urban rather than in rural areas. Secondly, 

the urban informal sector is relatively more important than the rural informal sector. The 

NISS revealed that the urban informal sector constitutes II per cent of the total 

Tanzanian informal sector. but contributed 60 per cent of the informal sector's value 

added (GOT. 199Ia). 

The research however has the following limitations: 

• It only covers informal contractors that cany out construction work for payment. 

Self-help labour, although part of the informal sector (Thomas, 1995) is not dealt 

with in this study because of limited self-help construction activities in the urban 

areas, which is the focus of the study. 
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• It covers "licit" informal activities (Tripp, 1997:23), i.e. activities that although 

carried out informally, could obtain a business licence. They are distinguished 

from illicit informal activities, which are illegal and morally not accepted in a 

given society, and therefore a business licence would not be issued to trade in 

such activities. 

• It covers the informal construction sector composed of enterprises and contract 

labour, as opposed to: informality in terms of planning and regulation; informality 

in relationships between clients, designers and contractors; and informality in 

construction contracts (Wells, 1999). 

• It covers mainly the interaction between formal and informal contractors. Where 

other parties to the construction process are discussed, it is mainly in relation to 

their actions that impact on the development of contractors. 

These limitations will be enumerated further in the thesis. 

1.9 OUTLINE OF THE THESIS 

Several references were consulted with the objective of obtaining an outline that is 

suitable for this thesis. References consulted include peu (1993), Bless and Smith 

(1995), Perry (1996), Leedy (1997) and Holt (1998). It was decided to have a nine­

chapter thesis based on a five-section thesis structure proposed by Perry (1996). This 

structure offers a unified and a focussed thesis, is used in many universities and is 

followed by many writers of articles in quality academic journals. The structure is also 

useful for preparing research proposals for the application for research grants 

(Krathwohl, 1977; Poole, 1993). 

The layout of the report is presented in Figure 1.1. It was necessary to break down the 

literature review into three chapters shown in the figure to allow proper coverage of 

different concepts contained in these chapters. For the same reason, the section on 

analysis of data was broken down into three chapters. 
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1.10 SUMMARY 

This chapter has outlined the background to this research including the problem 

statement, the research hypotheses and the objectives of the research. The justification 

and the scope of the research and a brief coverage on the methodology adopted, together 

with the outline of the thesis have been covered. 

Chapter Two, Three and Four will cover literature review, which will reinforce the 

research problem and provide an understanding of different concepts relating to the 

informal sector, the construction industry and policies respectively. 
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CHAPTER TWO 

THE INFORMAL SECTOR 

2.1 INTRODUCTION 

Chapter One gave a background to the research, research problem., research hypotheses 

as well as the objectives, the scope and justification for the research. This chapter will 

focus on the informal sector concepts . 

. The informal construction sector focussed in this research represents only a segment of 

a wider informal sector. The objective of this chapter is to show the characteristics of 

the informal sector and its advocated importance to the economy of developing 

countries. 

The informal sector has been interpreted differently by many researchers. To avoid t~e 

confusion caused by the differing descriptions given to this sector, the chapter starts to 

zero in on the interpretations applicable to this research. In addition, it covers the 

relationship between the state and the informal sector, particularly the state's role in the 

emergence of this sector. 

The relationship between the informal and formal sectors and the benefit of the former 

to the national economy are also discussed, as they will have an effect on the policy 

proposals to be presented later in this work. 

The chapter also discusses the size of the informal sector in different countries, and the 

methods that can be used to determine this size. To complete the picture, a brief 

discussion of the Tanzanian informal sector is included to show the context within 

which the Tanzanian informal construction sector operates. 
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2.2 WHAT CONSTITUTES THE INFORMAL SECTOR 

The study of the informal sector is a complicated phenomenon, partially because there 

is no consensus on its definition. According to Lubell (1991: 19) "an informal sector 

enterprise is like a giraffe, it's hard to describe but you know one when you see one". 

Over a long period, scholars have been debating and arguing over the definition of the 

informal sector and the concepts it represents (Sanyal, 1988; Thomas, 1995, Bangasser, 

2000). Three views emerged from the debates and arguments. Firstly, it was seen as a 

remnant of traditional survival activities and methods of production of developing 

countries, and was expected to disappear in the process of increased "industrialisation 

and modernisation" (Thomas, 1995:11). Secondly, it was viewed as a pool of "potential 

entrepreneurial talent" (ibid) which needed to be promoted. Lastly, it was viewed as a 

representation of the "international post-colonial capitalist system" (ibid), and a 

dumping ground for the unemployed (Anon, 2000). Its growth had gone unhindered 

because it benefited the capitalist system by supplying cheap goods and services, and 

therefore helped to keep down the cost of labour. 

Despite the difficulties in defining the sector and agreeing to its concepts; researchers 

and policy makers continued to use the informal sector concept and its popularity grew 

every day, partially because it served the interests and expectation of different groups. 

According to Peatie (1987), different groups including economic planners, politicians, 

and researchers defined it to meet their own agenda and collected data in line with 

those definitions. Chandavarkar (1988), Khundker (1988), Thomas (1995) and Trip 

(1997) supported the approach of defining it to meet the purpose of the intended data, 

but insisted' on the need to give adequate background information to the data presented. 

However, it is now generally accepted that the informal sector offers a solution to the 

urban unemployment problems and at the same time it may provide scope for the 

emergence of local entrepreneurial talent (Gugler, 1994; Terblance, 1995; Kershoff, 

1996). De Soto (1989), Malyamkono and Bagachwa (1990), ILO (1991), Thomas 

(1995), Sethuraman (1997) and Tripp (1997) also shared this view. 
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Some writers associated the informal sector with criminal activities (Hart, 1973; 

Roberts, 1990). It must be clear from the 'outset that a useful definition and 

understanding of the sector should exclude all criminal activities; because differing 

concepts of the term would result in differing reactions and policies on the part of both 

governments and other authorities (Thomas, 1995). 

The structure of the informal sector activities given by Thomas (1995), which is shown 

in Table 2.1, helps to develop a proper framework of grouping the criminal and 

informal sector activities. 

Table 2.1 The structure of Informal Economic Activities 

Sector Market Output ProduetionlDistributioD 
transactioD 

Household No Legal Legal 

Informal Yes Legal Quasi-legal 
Irregular Yes Legal Illegal 
Criminal ! Yes Illegal Illegal 

Source: Thomas (1995:12, Table 1.5) 

According to the divisions of the informal economic activities given by Thomas 

(1995), the household sector comprises what Feige (1989) and Malyamkono and 

Bagachwa (1990) referred to as a non-market income. It includes the housework and 

the goods and services generated in subsistence production. In this sector, non-market 

transactions are involved since these goods and services are produced, distributed and 

consumed within the household. The output of the activities in the household sector as 

well as production and distribution is legal. This distinguishes it from the irregular 

sector, also known as the black, underground, subterranean or shadow economy; in 

which the goods and services produced are legal but break the law in either the 

production and/or the distribution of the products (Feige, 1989; Malyamkono and 

Bagachwa, 1990; Thomas, 1995). 

19 



Some of the common laws/regulations broken in the irregular sector include: 

• infringement of laws regarding industrial safety~ 

• non-payment of minimum wages or workers' contribution for pension or social 

security~ 

• tax evasion~ and 

• non-adherence to product specifications. 

According to Feige (1989) and Thomas (1995), the irregular sector particularly linked 

to tax evasion, was a big problem and was a subject of much interest to politicians of 

developed countries. For example, the sector was estimated to range from 5 to 35 per 

cent in U.K and U.S.A economies in 1989 (Feige, 1989). Governments all over the 

world strive to catch the culprits of the irregular sector, who apparently could meet the 

costs of adhering to the law but ignore doing so (Thomas, 1995). 

Bagachwa and Naho (1994) suggested that irregular sector activities usually develop in 

response to excessive government intervention and restriction, which creates excess 

demand and supply. For example, in a situation where taxation is high, people tend to 

evade tax or corrupt tax collection officials. People will evade tax to reduce the price of 

their goods if they perceive that the risks are not prohibitive. Similarly, parallel labour 

markets can develop where governments impose minimum wages and employee 

benefits. 

The criminal sector differs from all other sectors shown in Table 2.1. Although it is 

involved in market transactions, the goods and services produced are illegal and 

therefore, their production and distribution is also illegal. The sector includes activities 

like drug dealing, robbery, prostitution, extortion etc. (Thomas, 1995). On the upper 

scale, activities like drug dealing can generate considerable profits. On the lower scale, 

robbery and prostitution for both sexes can easily be accessed by many people as an 

alternative source of income (ibid)~ hence fitting into the criteria of easy entry, which 

is one of the characteristics of the informal sector given by the ILO (1972). 
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The informal sector is involved in market transactions. Its output consists of legal 

goods and services, while the production and/or distribution escapes some of the 

government regulations. According to Thomas (1995:14), there is no entirely 

satisfactory definition to distinguish the "quasi-legality" of the informal sector and the 

illegality of the irregular sector. The distinction rests on the attitude of the authorities 

and the degree of law enforcement. The main distinguishing factor is that, on the one 

hand, people operating in the irregular sector are able to meet the costs of obeying the 

laws and their income is large enough to attract taxes. On the other hand, the operators 

in the informal sector are unable to meet the costs of obeying the laws and their 

earnings are not large enough to attract taxes. For that reason, most governments 

tolerate the activities of the informal sector, which is seen to present survival strategies 

rather than deliberate acts of breaking the laws. 

Tripp (1997:23) in discussing the informal economy in Tanzania distinguished , 
between "licit" and "illicit" informal activities. Licit informal activities have their 

counterparts in the formal business. These activities although carried out informally, 

could obtain a business license. In contrast, illicit informal activities are illegal and 

morally not accepted in a given society, and therefore a business license can not be 

issued for such activities. Activities carried out under the household, the informal 

sector and the irregular sector as shown in Table 2.1 are licit while those in the criminal 

sector are illicit. 

The subject of this research is therefore the informal sector and licit informal activities 

as described above. 
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2.3 DEFINmON OF THE INFORMAL SECTOR 

2.3.1 General 

According to Roberts (1990), many researchers have found the concept of the informal 

sector to be unambiguous and confusing. Some attacked the sector as an exploitation of 

the poor, while others regarded it as a source of economic empowerment. 

In acknowledging the difficulty in defining the informal sector, Fluitman (1989) wrote: 

"It has admittedly proven difficult, if not impossible, to move from a general notion to a 
precise and widely accepted definition of the informal sector; a definition which applies 
to all countries, all sorts of economic activities and all stages of development; a 
definition which draws a clear line between the formal and informal sector. Fortunately, 
there is no urgent need for a universal definition. The term 'informal sector' just like the 
term 'rural sector' derives its usefulness from specifications according to circumstances 
and purposes which differ from place and place and time." 

Fluitman (1989) further contended that despite the similarities~ the informal sector in 

Africa was very different from that of Asia or Latin America. Differences also 

occurred within the region i.e., between West and East Africa; or even within the 

country depending on the different levels of income, traditions in economic activities 

and the enabling enyironment. 

Politicians often perceive the informal sector in terms of licensing, tax and criminal 

law. According to Nattrass (1990) to the politicians "the most basic definition is that 

the informal sector operates outside the official rules and regulations" (cited by Kirsten 

1991 :149). This fact impacts on how data on this sector is collected and in interpreting 

governments' attitudes towards it. When the informal sector operators are perceived to 

operate outside the official rules and regulation, they would tend to hide information 

regarding their economic activities. This would have a negative effect on the quantity 

and quality of data collected on the sector. Similarly, governments that regard the 

informal sector as illegal would tend to institute laws and/or policies to discourage its 

existence. 

The informal sector differs from the formal sector, as it is not normally taken into 

account in the compilation of national statistics. The sector's income therefore often 
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escapes official records. "In quantitative terms, therefore, the informal sector is indeed 

a hidden or shadow economy" (Kirsten, 1991: 149). This fact serves as a caution in 

interpreting statistical data of national statistics. Because of its hidden nature, most of 

the statistical data on the sector are an approximation of what is actually happening. 

Recent years have found many developing countries increasingly facing economic 

crises, high levels of unemployment, population growth and rural-urban migration. 

According to the Economic Research Forum (1996), governments could not prevent 

these unwanted changes, and the informal sector cushioned their adverse effects. 

Ghersi (1997) suggested that the informal sector activities benefit those directly 

involved and the society more if the law is violated than if it is followed. It could be 

due to its perceived benefits to the society that many developing countries accept its 

growth (Tripp, 1997). 

2.3.2 Definitional debate 

The definitional debate of the informal sector concept could be traced back to the 

1970's, following the introduction of the terms 'formal' and "informal' by the ao 

(1972) and Hart (1973). The basis of Hart's (1973) definition of the sector was the 

individual. He regarded wage eamers and the self-employed as comprising the formal 

and the in~rmal sectors respectively. He classified activities into those that gave 

formal income opportunities like the public sector and private sectors wages and 

transfer payments (pensions and unemployment benefits) and those that gave informal 

income opportunities. The second group included legitimate and illegitimate activities 

like receiving stolen goods, bribery, political corruption, protection rackets, petty theft, 

burglary, armed robbery etc. (Hart. 1973; Thomas, 1995). The inclusion of illegitimate 

(criminal) activities was the basic difference between Hart's (1973) and the a~'s 

(1972) definition, which excluded criminal activities. As discussed previously, in 

keeping with the ao (1972), it is important to exclude criminal activities in the 

definition of the informal sector. 

The ao (1972) approached the issue of the informal sector in terms of the problems of 

job creation in the developing countries. It concluded that the central problem 

underlying poverty in the urban economies was not due to unemployment but rather to 
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the type of employment available to much of the population. According to the ILO 

(1972), the sector's economic activities contributed to growth of the urban economy 

and sustained the growing urban population. However, the problem was the very low 

income generated by such activities. From the ILQ's perspective, the informal sector 

activities made a ~sefid contribution to the urban economy through employment. They 

argued that, because of the low capital to labour ratios involved, this sector could make 

a significant and cost effective contribution to absorb the rapidly growing urban labour 

forces. 

The ILO (1972), unlike Hart (1973), concentrated on activity and produced a list of 

contrasting characteristics for the formal and informal sectors. To the ILO (1972), the 

informal sector was characterised by: ease of entry, reliance on indigenous resources, 

family ownership of enterprises, small scale of operation, labour-intensive and adapted 

technology, skills acquired outside the formal school system, and unregulated and , 
competitive markets. The formal sector occupied the other end of the spectrum in 

which there was: difficult entry, frequent reliance on overseas resources; corporate 

ownership; large scale production; capital-intensive and often imported technology; 

formally acquired skills, often expatriate; and protected markets through tariffs, quotas 

and trade licences. 

Thomas (1995) argued that although the ILO (1972) informal sector's characteristics 

related to activities, within an economic context they actually related more to the 

enterprises and the markets. Sethuraman (1976) rectified the ILO's (1972) approach by 

concentrating on the enterprises rather than activities. He identified activities in which 

the informal enterprises were likely to be found and the conditions that made an 

enterprise informal. The key criterion used to label an enterprise informal was to 

operate on an illegal basis contrary to the government regulations, and employ a 

maximum of ten persons. 

Thomas (1995:22) argued that the classification by Sethuraman (1976) was "not 

derived from any conceptual model, and the list was designed to act as a set of fences 

to steer small enterprises into the corral labelled urban informal sector". In addition, he 

argued that the ILO's (1972) concentration on enterprises made it difficult to see the 
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kinds of economic activities likely to be found in the informal sector. He conceded, 

however, that this lack of specificity could not be avoided due to differences existing in 

different countries and their cities. 

The association of the informal sector with enterprises makes it difficult to distinguish 

an enterprise in the formal and informal sector. It was suggested that one distinguishing 

factor could be illegality in the operations of an enterprise. In addition, according to 

Sethuraman (1981) as quoted by Dewar and Watson (1991:182), employment could 

also be used to distinguish between enterprises. He suggested that the informal sector 

unit is motivated primarily by employment creation whereas, the formal sector 

enterprise is concerned with profit maximisation. Hence, his definition that the 

informal sector "consists of small-scale units engaged in the production and 

distribution of goods and services with the primary objective of generating 

employment and incomes to their participants notwithstanding the constraints on 

capital, both physical and human, and know-how". 

Another important group to study the informal sector was made up of PREALC 

researchers. Their approach focussed on the labour market. They argued that "the 

existence of urban informal sector resulted from a combination of high levels of rural 

to urban migration and a slow expansion of productive employment, causing an excess 

supply of labour for the formal sector" (Thomas, 1995:23). According to Souza and 

Tokman (1976), in the absence of employment in the formal sector, the unemployed 

urban population was forced to create jobs of low productivity. This was particularly 

important due to the absence of social security benefits for the unemployed. 

PREALC's standard definition has been to include in the informal sector the self 

employed, unpaid family workers, domestic servants and enterprises of less than five 

persons. Their alternative definition identified informality with low productivity and 

low income, and included individuals with incomes below a certain minimum level, 

usually the legal minimum wage (Souza and Tokman, 1976). 

However, the identification of the informal sector with the poor and the unemployed 

has been challenged. According to Thomas (I995), data on income distribution for a 
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number of countries suggest that not all those in this sector are poor. Similarly, not all 

live in slums or squatter areas (Sethuraman, 1976) and are unemployed (Tripp, 1997). 

For example, Rogerson and Whyte (1991), Economics Research Forum (1996) and 

Tripp (1997) reported on "moonlighting", a phenomenon whereby people employed in 

the formal sector also engage in the informal sector's activities. 

According to Sethuraman (1997), several reasons, regardless of ones' condition could 

lead people to participate in the informal sector. These are listed below: 

• Inability to gain employment in the formal sector. This is the main motive and is 

usually taken by most of the urban poor. 

• Flexibility in participation, in terms of working hours, place of work and 

activities. This is particular suited to those who have to combine household and 

income earning responsibilities. It is also suited to "moonlighters" who have to 

keep up with challenges and time requirements of their jobs. 

• To exploit market opportunities that are difficult to be penetrated by large 

enterprises. 

• To avoid compliance with regulations. In this particular case, the individuals can 

afford to comply with regulations but decide to remain small, unregistered and 

unlicensed in order to save costs associated with registration and licensing and 

not to attract tax authorities. 

The above reasons for joining the informal sector clearly suggest that it comprises the 

poor as well as the non-poor. In 1989, Castells and Portes challenged the linking of 

informality with individual's condition, and instead they referred to the informal 

economy as "a process of income generation which is unregulated by the institutions of 

the society, in a legal and social environment in which similar activities are regulated". 

(Cited in Rogerson and Whyte, 1991). 
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Dewar and Watson (1991: 184) gave dangers of depending on the informal sector to 

solve problems of poverty and unemployment. They cautioned that this sector was not 

a cure for poverty. They wrote: 

'The informal sector offers no universal panacea to problems of poverty and material 
deprivation. It is vital to generate maximum job creation and remuneration in the formal 
sector, and if policies aimed at the informal sector divert attention away from this, or 
create a sense that the problem is 'under control', they may in fact be dangerous. 
Nevertheless, informal sector-activities comprise, for many of the urban poor, a vital, 
supplementary source of income, and are critical for their survival". 

The above view of not relying on the informal sector to solve problems of 

unemployment and poverty is strongly supported in this thesis. It is argued that the 

sector's employment should be seen as supplementary to government's efforts of 

creating employment and well being of its people. This sector, in the long term, should 

form a stepping stone towards a more stable, efficient and organised formal economy. 

2.3.3 Definition of the informal sector adopted in this work 

The preceding discussion gave a general picture of what constitutes the informal sector 

and the people involved in it. According to Sethuraman (1981) as cited in Dewar and 

Watson (1991), the ILO (1993) and from the discussion, this sector broadly consists of 

units engaged in the production of goods and services with the primary objectives of 

generating employment and incomes to the people concerned. The units may consist of 

rural or urban individuals or groups of individuals within the same or different 

households. Furthermore, the units typically operate at a low level of organisation, with 

little division between labour and capital as factors of production and on a small scale 

(ILO, 1993). In addition, Castells and Portes (1989) asserted that activities of the 

informal sector, although legal, are unlicensed and unregistered, and therefore 

unregulated by the institutions of the society (cited by Rogerson and Whyte, 1991). 

In the Tanzanian situation, the definition of the informal sector used in the NISS (GOT, 

1991a:3-7) which is reproduced below, covers and fits the above aspects of the 

informal sector and is therefore adopted for this work. 
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'The informal sector is constituted of urban and rural, non-farm, small scale, self 
employed activities. Typically they operate with low levels of organisation, low capital, 
low technology and often on temporal}' premises. They are usually not supported by 
formal filWlcing institutions, and are not usually measured in official government 

statistics". 

One aspect not obvious in the above definition, and which is emphasised here, is that 

all activities carried out in the informal sector are legal in the sense that a business 

license from relevant government authorities could be obtained to execute them. All 

criminal activities are excluded in the informal sector. 

2.4 STATE AND THE INFORMAL SECTOR 

The state has been identified as an important factor towards the emergence of the 

informal sector. In 1981 Sethuraman linked the emergence of the informal sector as a 

major force in employment and income generation to failure of governments to create 

employment in the formal private and government sectors (cited in Dewar and Watson, 

1991). Policy makers ought to realise that the sector acts as a safety valve to the 

multitude of unemployed people. Tripp (1997) gave an example of Tanzania where the 

tolerance of the government on the presence of the informal sector averted political 

unrest due to economic hardships caused by economic re-structuring programmes 

being implemented in the country. 

Roberts (1990) linked the informal sector to state regulations and provision. He argued 

that the informal/formal distinction is important because certain rights to pensions, 

social security and other benefits are linked to formal sector employment. He suggested 

that the disappearance of the informal sector depended on the extension of similar 

benefits to the unemployed. 

According to de Soto (1989), Thomas (1995) and Tripp (1997), the informal sector is a 

result of government's bureaucracy: People operate illegally because of faults in the 

state system like unnecessary regUlations and excessive bureaucracy. The Ministry of 

Foreign Affairs (1997) reported that "in a typical developing country the creation of 

job in the formal sector costs fifty times more than the informal sector". High costs 
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and long time are also associated with the creation of a formal business rather than an 

informal one (de Soto, 1989; Malyamkono and Bagachwa. 1990; Ghersi, 1997). 

Ghersi (1997) in particular linked the origin of informality with the inefficiency of the 

law. He argued that compliance with the law has a cost: the amount of time and the 

information necessary to comply with it. If the cost is high (meaning that there is 

bureaucracy), people would ignore the law and operate informally. People would 

comply with the law only when they perceive that the benefits are greater than the costs 

. of complying. The cost of law (i.e. the cost of overcoming bureaucracy) could be 

regarded as an indirect cost. In addition, there is the direct cost of adhering to the law, 

which includes licensing fees, taxation, complying with health and safety regulations, 

etc. According to Malyamkono and Bagachwa (1990:46), in Tanzania "high tax rates 

combined with a deteriorating economic situation" was responsible for making people 

"shift production towards those activities that are difficult to tax". 

The ILO (1972) report also identified links between bureaucracy and informality. The 

report advocated that governments should have positive attitudes towards the 

promotion of the informal sector, and should review trade and commercial licensing in 

order to eliminate unnecessary licenses, substitute health and safety inspection for 

licensing, and issue licenses to any applicant able to pay the license fee. State 

bureaucracy leading to corruption, was also cited by Malyamkono and Bagachwa 

(1990) and Tripp (1997) as one of the contributing factors to informality in Tanzania. 

de Soto (1989) suggested that the high cost of bureaucracy is borne by those operating 

in the informal sector and the whole economy. He argued that the informal sector 

operators could be a potential engine for economic development if the regulation that 

prevented them from becoming formal were removed. Quoting him: 

...... infonnality has turned a large number of people into entrepreneurs, into people who 
know how to seize opportunities by managing available resources, including their own 
labour, relatively efficiently .... lbis new business class is a very valuable resource. It is 
a human capital essential for economic take off." (p.243). 

29 



According to Thomas (1995), the informal sector represents a potential entrepreneurial 

talent that could be exploited by the removal of bureaucratic rules and regulations. 

In addition, Tripp (1997) suggested that the engagement of people in the informal 

sector was one way of protesting about governments' laws regarding licensing and 

taxation. She argued that silent non-compliance to the state's regulation could be 

effective to force the government to adopt measures to ease the burden created by the 

resisted laws and regulations. 

It has been argued that governments do not assist the informal sector (UNCHS, 1991). 

Cross (1998) argued to the contrary: in a situation where the government does not 

enforce licensing and taxation regulations, this could be regarded as tantamount to 

subsidies by the government. This approach seems to be endorsed in Zambia when its 

President, was quoted by Machona (1997) as saying: 

"the lack of government support to the informal sector makes it illegitimate for 
government to ask for tax from them. We have not provided them with any facilities, 
they can't borrow from the banks, they lack government support ... we haven't provided 
them with a roof ... it would be grossly unfair to go and hunt for them." 

The above argument could be taken, on the one hand, as a genuine concern by 

governments for the predicament of the informal sector operators, and hence the lack 

of action to control and collect taxes from the sector. On the other hand, it is argued 

that political leaders are afraid of launching a full confrontation with the sector's 

operators to save their political carriers (Franks, 1994; Financial Times, 1998). An all­

out confrontation with the informal sector operators could jeopardise the chances of 

being elected in democratic elections particularly in the urban areas where there is a 

large concentration of urban population engaged in informal activities. 

It will be shown later in this thesis that adoption of active rather than passive policy 

approaches could assist the informal sector register its contribution to the creation of 

employment and the growth of the economy. 
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2.5 RELATIONSHIP BETWEEN FORMAL AND INFORMAL SECTOR 

It is generally accepted that numerous and complex links exist between the informal 

and formal sectors (Dewar and Watson, 1991~ Thomas, 1995~ United Nations, 1996). 

According to Thomas (1995:56), the linkages may be distinguished into "economic" 

and "sociaVpolitical" links. 

The sociaVpolitical links are indirect and are institutional in nature. They depend 

largely on how the two parties accept each other and to what extent they would use 

their influences to pressurise governments to take legal action against one another 

(Thomas, 1995). Of course, since the informal sector operates outside the legal system, 

this would actually reflect how it is accepted by the formal sector. For example in the 

trade industry, situations exist where formal traders are known to influence 

governments to take legal action against the informal traders on the pretext of unfair 

competition, health hazards and congestion of public places caused by the informal 

traders. However situations also exist where the relationship is not antagonistic, and 

formal traders use informal traders to sell their merchandise, particularly to avoid 

paying taxes (Mutagwaba, 1996). 

Economic linkages involve direct transactions between the two sectors, and are 

distinguished into backward and forward linkages (Thomas, 1995; United Nations, 

1996). Most goods traded in the informal sector originate in the formal sector. Informal 

traders actually act as a link between the formal traders and the final customers (the 

consumers). This represents the backward linkage between the informal and formal 

sector, and is the major type of linkage (Thomas, 1995). 

The forward linkage involves the production of goods and/or services in the informal 

sector for use in the formal sector~ either in the production process or as final goods 

and services ready to be sold to the consumer (Thomas, 1995~ United Nations, 1996). 

For example, as it will be shown later in this work, formal building contractors buy 

construction material from informal material suppliers for use in their projects. 

According to Thomas (1995), formal industrial firms are also known to buy waste 

products like papers, glass bottles, plastics, tins, etc. for recycling in their plants. 
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With the backward linkages, the benefits to the formal sector can be easily identified. 

The formal sector obtain an income from the purchases made by the informal traders, 

and the informal sector in tum gets the income from selling to the consumer. With the 

forward linkages, especially where the purchased materials from the informal sector is 

used for production, the formal sector benefits by getting cheap raw materials 

(Thomas, 1995). The benefit to the formal. sector is not very obvious in situations 

where the goods originating completely from the informal sector are sold directly to 

final consumers. In 1974 King argued that if the final consumer is employed in the 

. formal sector, then the low cost of goods produced in the informal sector benefits the 

formal sector employers since it enables them keep down the wages of the workers 

(cited in Thomas 1995:59). 

Other linkages including technological, consumption and credit financing linkages 

were cited in the United Nations (1996). Technological linkages involve the transfer of 

technology and skills between the two sectors. This takes place mainly as a result of 

movement of skilled workers and other exchanges of knowledge. A typical example of 

technological linkage is that of employees in the formal sector using skills gained in 

that sector to form informal sector enterprises, on part-time or permanent terms. 

Consumption linkages involve direct links between the informal sector with final 

consumers who are in the formal sector. The final consumers may be households 

whose income depends fully on the formal sector or government holdings (United 

Nations, 1996). 

Finally the credit financing linkages refer to the transfer of funds from the formal 

sector for investment and development in the informal sector. Actually, this is a special 

form of backward linkages only in this case it is the finance that originates from the 

formal sector and not the goods as discussed previously. Credit financing linkages 

manifest themselves when people use the income obtained in the formal sector to set 

up informal sector enterprises. Situations, however, do exist where persons involved in 

the informal sector accumulate enough capital to start a formal business (United 

Nations, 1996). 
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To understand the relationship between the formal and informal sector it was also 

important to address the issue of competition between the two sectors. Competition 

could be divided into two broad areas: for inputs and for markets. Inputs relate to raw 

materials, labour and capital. Although competition for raw materials could be present, 

it has always been in favour of the larger formal sector enterprises. For the small 

informal sector enterprises to survive they need "to find substitute raw materials that 

are not demanded by the formal sector" (Thomas, 1995:60). 

The competition for labour and capital is very much limited. The labour market in the 

formal sector is saturated. In most countries, there is a positive flow of labour from the 

formal sector to the informal sector (Malyamkono and Bagachwa, 1990~ Bagachwa and 

Naho, 1994~ Tripp, 1997). Similarly, the informal sector is unable to attract capital. By 

definition, the informal sector lack access to credit and therefore is unable to invest in 

plant and equipment. According to Sethuraman (1997), most of the formal financial 
< 

institutions are reluctant to advance loans to the informal sector enterprises. This force 

the informal sector operators to start their business with little capital obtained from 

their own savings and supplemented by borrowing from friends and relatives. 

Competition for markets is related to prices of goods and services provided by both 

sectors. It has been argued that the informal sector could compete in this aspect 

because it offers cheap goods and services. Actually, this is an area where much 

antagonism exists between the two sectors. The formal sector traders in many countries 

have been known to protest against the presence of informal traders, as they tend to 

undercut their prices. They argue that the informal sector is able to offer cheap goods 

and services because it does not pay licensing fees and taxes, rent shopping/trade 

premises, etc (Terblanche, 1995). This argument is not necessarily true since in 

situations where the purchasing power of the population is high, people prefer to 

purchase goods of better quality from the formal sector (Mutagwaba, 1996). At the 

same time situations exist, like in construction, where lower end markets do not attract 

the formal sector traders (Hindle, 1997a). 

It is important to appreciate that the linkages between the two sectors are vital, 

particularly for the development and the continuous growth of the informal sector as 
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well as for the development of the whole economy of the developing countries (United 

Nations, 1996). Later in this work, the nature of linkages between the informal and 

formal contractors in Tanzania will be explored and whether they are beneficial to both 

sectors or not. 

2.6 BENEFITS OF THE INFORMAL SECTOR TO THE 
NATIONAL ECONOMY 

In virtually all developing countries. the informal sector represents a significant 

component of the economy. In most cases it provides gainful employment to well over 

50 per cent of the work force and contributes substantially to industrial output, goods 

distribution, food supply and service provision (United Nations. 1996; ICOHS. 1997; 

Bangesser. 2000). Its national importance is therefore a well-established fact (ICOHS, 

1997; Bangesser. 1997). According to Malyamkono and Bagachwa (1990). the United 

Nations (1996) and Bangasser (2000), it is important to distinguish those elements 

within the informal sector that constitute a potential asset to the development of the 

nation from those that are socially and economically harmful to the healthy 

development of the economy. This is why the need to exclude the criminal activities 

from this sector was stressed earlier in this thesis. 

As described above. among the important features of the informal sector is its ability to 

create employment. It accounted for 60-70 per cent of the urban labour force in Africa 

(United Nations. 1996; Ministry of Foreign Affairs, 1997), and created 85 per cent of 

new jobs in Latin America between 1990 to 1995 (Ministry of Foreign Affairs, 1997). 

In South Africa it employed 16 and 17 per cent pf the total workforce in 1994 and 1995 

(RS~ 1998) respectively. Similarly. the ILO (1993), the United Nations (1996) and 

the Ministry of Foreign Affairs (1997) estimated that the average share of the informal 

sector output in total GDP for Africa is approximately 20 per cent. 
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Other quoted statistics on the size of the informal sector in different regions of Africa 

and the rest of the world include: 

• According to the ILO (2000), this sector accounted for over 60 per cent of the 

total urban employment in developing countries. Figures for individual countries 

showed that it was 57 per cent in Bolivia and Madagascar, 56 per cent in 

Tanzania, 53 per cent in Columbia, 48 per cent in Thailand and 46 per cent in 

Venezuela. 

• The Pan African News Agency (1997) reported that the informal sector in 

Zimbabwe, previously looked down as inferior and with no organised structure, 

was slowly overtaking commerce and industry as the leading employer. In 1996, 

it employed 1.56 million people compared with 1.2 million in the formal sector, 

and the sector was viewed as an immediate solution to Zimbabwe's high 

unemployment rate, estimated at 40 per cent. 

• According to the Financial Mail (1997), in 1995 almost one in every eight jobs in 

South Africa originated in the informal sector, which generated 7 per cent of the 

country's GDP. Trade, catering and accommodation services accounted for 45 

per cent of the sector's contribution, while construction accounted for 6 per cent. 

• The Foundation for Market Economy (1994) reported that in 1992 the income 

generated in the informal sector represented 25 to 26 per cent of the GDP in 

Hungary. 

• Thomas (1995) reported that in Latin America, in the period between 1980 to 

1992, there was an increase in the labour force in the informal sector from 40.2 to 

54.4 per cent of the non-agricultural economically active population. 

The above few statistics show that the informal sector is important enough to deserve 

adequate attention and inclusion in macroeconomic policy planning. Franks (1994) 

gave four reasons for its incorporation into macroeconomic policy planning: its large 

size; its behavioral response to macroeconomic policy, which is different from that of 

the formal sector; its possibility of being managed by government economic policies; 
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and its recognized economic benefits. He, however, cautioned against the existence of 

an optimal level of informality, which should be taken as a target for macro-economic 

policy. 

Franks (1994) further summarised the advantages of developing the informal sector. 

These advantages, also supported by Malyamkono and Bagachwa (1990), Thomas 

(1995) and Marten (1996), include: 

• The use of appropriate technology; 

• Saving of foreign exchange, through the use of much lower levels of foreign 

inputs for a given output than a formal sector; 

• Alleviation of poverty and distribution of income, through the creation of 

productive jobs much more rapidly and at lower resource costs than either the 

formal private sector, or the government; 

• Provision of training opportunities; and 

• Provision of essential goods and services at prices affordable to most people 

rather than those produced in the formal sector. 

However, (Franks, 1994:99) argued that the existence of a large informal sector 

represents a "challenge to the state because of the degree of autonomy the sector enjoys 

and its ability to evade many government controls". It is a constant reminder of the 

government's inability to generate sufficient employment to meet the needs of its 

citizens. 

Franks (1994) further noted that the size of the informal sector makes it a strong 

potential force in democratic politics. It constitutes a large number of possible voters 

that could be potentially mobilized by political leaders. The sector as a significant 

political force manifested itself strikingly in Peru (Franks, 1994) and was on the rise in 

many parts of the developing world (Trip, 1997). 

On public policies, the ability of the informal sector to evade taxes was seen as a major 

problem (Franks, 1994; Marten, 1996). According to Franks (1994:99) "any policy to 

encourage the informal sector runs the risk of eroding the tax base and the efficiency of 
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government revenue collection efforts" and may make the government unable to 

provide important public services. Other problems include: loss of government control 

over urban planning and zoning (Dewar and Watson, 1991); lack of health, safety and 

environmental regulations in the informal sector (ICOHS, 1997); and the lack of 

protection in the sector for wages, job security and trade unionization (Anon, 2000). 

Other cited disadvantages of the sector include: low productivity and corresponding 

low wages and inferior quality of goods produced with little potential for export and 

generating foreign exchange. It is also argued that efforts to develop the sector prohibit 

further modernization of the society and slow the industrialization process (Marten, 

1996). With regards to low productivity, Young (1994) argued to the contrary. He 

found the informal sector enterprises to be more efficient in total resource use than 

larger ones, most notably in sectors where they predominate. The fact that this sector's 

enterprises have survived despite biased and repressive policies is proof of their 

efficiency (ibid) 

It is currently accepted that the advantages of the informal sector outweigh its 

disadvantages. Currently most policy makers do not view the informal sector as a 

problem of development, but as an asset or solution (Terblanche, 1995; Bangasser, 

2000). The informal sector is now seen as a source of entrepreneurship and 

employment creation (Kershoff, 1996; Bangasser, 2000). Therefore, it is desirable to 

find ways that would maximise the benefits of the informal sector while minimising its 

unwanted elements. 

2.7 MEASUREMENT OF THE INFORMAL SECTOR 

2.7.1 The size of the informal sector 

In addressing the issue of the size of the informal sector, Thomas (1995) gave two 

dimensions, which could be used to determine the size of the informal sector in any 

country. The first and the simplest, is the number of people working in the sector. The 

second, but difficult to determine, is the value of the output of the informal sector 

(possibly measured as a percentage of the level of the measured GNP). 
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The use of employment data may sometimes give a misleading idea about the 

economic importance of the sector. For example, data available in Peru shows that in 

1987 the informal sector although representing 52 per cent of economically active 

population produced only 13 per cent of the GNP of Peru's industrial sector. The large 

fIrms represented 13 per cent of the economically active population, but produced 46 

per cent of the GNP. These fIndings give a warning of using the employment data to 

gauge the importance of the informal sector and proves that this sector is characterised 

by high levels of employment coupled with very low levels of productivity (Thomas, 

1995). 

To properly determine the size and economic importance of the informal sector in any 

country, it may be necessary to give both the levels of employment and contribution to 

the GNP. Unfortunately, some of the data available in different countries only gives 

one of the two, making it difficult to say with certainty its importance to a given 

country. 

Later in this chapter, a brief overview of the Tanzanian informal sector, and therefore a 

discussion of its size, will be made. However, to underscore the importance and size of 

the informal sector Malyamkono and Bagachwa (1990:34) wrote: 

"Contrary to the classical theories of development, which view the informal sector as a 
passing phenomenon destined to phase out with time, giving way to the large scale, more 
organised modem sector, experience in developing countries shows that this sector has 
considerably increased both in its level of production and the number of persons engaged 
in it. The informal sector is said to engage more than 50 per cent of the urban population 
in developing countries and this section of society is growing at a higher rate than the 
overall population of these countries. In India, for example, the informal sector GDP is 
said to be of the same order as that of the formal sector. In Africa the informal sector 
accounts for 60 per cent of the urban labour force and it is quite likely that it contributes 
between one quarter and one-third ofurban incomes". 

Generally the view of many governments as discussed above was that the informal 

sector was a temporary phenomenon destined to phase out with time. Governments 

believed that with their support, informal sector enterprises could be assisted to become 

formaL However this does not seem to be the case. Despite the current efforts to assist 

informal enterprises to become formal (Thomas, 1995~ Tripp, 1997), new informal 
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enterprises are created everyday. This has been primarily been due to continued 

deterioration of economies of developing countries coupled with severe unemployment 

caused partially by poor economies and economic re-structuring programmes (Tripp, 

1997~ Sethuraman, 1997). 

The informal sector is therefore important in the economies of developing countries. 

The presented figures of the informal sector's employment and contribution to the 

GDP prove the role played by the sector in providing employment for the urban 

population and contribution to economy of the developing countries. 

2.7.2 Why is measurement important 

Van der Berg (1990) as quoted by Kirsten (1991) and Bagachwa and Naho (1994) 

pointed out that most national accounting systems used to measure economic activity 

were inadequate. In particular, the GDP and national income figures and labour 

statistics were underestimates of economic participation. Of major concern is the 

relative denial of the contribution made by the informal sector operators because of 

their elusive and shifting character (Kirsten, 1991). 

According to Malyamkono and Bagachwa (1990), the omission of the informal sector 

data in national income data could be attributed to the accounting convention used and 

mistakes or deficiencies in the estimation methods used. It may also arise from 

difficulties in data collection particularly where activities are not easily accessible. 

The determination of the correct size ofthe informal sector in any country is important 

for proper economic planning. Franks (1994:94) pointed out that excluding the 

informal sector from economic planning leads to a severe "omitted variable bias" in 

economic policies. He argued that because of this bias, any behavioural differences 

between the informal sector and the rest of the economy would introduce biases in the 

micro-economic models and the policies designed based on the models. By omitting 

the informal sector, economic policy makers could devise policies that are 

inappropriate for the economy as a whole. 

39 



Feige (1989), in discussing the economic sector which goes unrecorded in the 

government statistics, gave an overview of what constitutes national economy and 

income, and what income goes into government official economic statistics. The 

income that ought to have been reported consists of the observed and the unobserved 

sector. The observed sector constitutes all the measured economic activity that is 

recorded in the conventiqnal national accounting frameworks, and consists mainly of 

market income producing activities that utilise money as a medium of exchange. The 

unobserved sector is that amount not reported due to a variety of reasons including tax 

and regulatory evasioIl; avoidance of costs of compliance, or mistrust of the 

government. The unobserved sector is made up of: 

• the unobserved monetary sector consisting of both legitimate and illegitimate 

income producing activities. The illegitimate activities are usually excluded from 

national accounts, but the legitimate activities escape the national accounts due to 

the accounting convention used (Malyamkono and Bagachwa, 1990). 

• the non-monetary sector in which goods and services are produced for 

consumption by the producing unit (household) or are exchanged by a bartering 

mechanism. Here agaiIl; legitimate and illegitimate activities exist. 

Figure 2.1 summarises the components of the national income. It shows that the total 

unrecorded income consists of income produced from prohibited economic activities 

deemed illegal by the law of the land (A+F), income produced from non-market 

(bartered) legal activities (E) and income produced from legal markets that for various 

reasons escape official measurement (B). Both (A) and (F) consists the illicit informal 

sector activities, which were discussed in Section 2.2. This research focuses on licit 

informal sector activities, which fall under B, D and E. 

Economists therefore face a challenge of devising methods that can capture B, D and E 

to show a true reflection of the country's economies. At the same time, governments 

must ensure that A and F, which are the unwanted elements in the economy, are 

eliminated. 
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N8: The shaded squares represent the legal informal sector, which is covered in this thesis 

Adapted from Feige (1989: 18, Table 1.1) 

Filure 2.1 Distribution of total economic income. 

2.7.3 Measurement techniques 

Due to the importance of the informal sector, much effort has gone into devising 

various techniques for measuring its size. It can be measured either by establishing the 

proportion of economically active population engaged in the sector or by its 

contribution to the GDP (Malyamkono and Bagachwa, 1990; Thomas, 1995). 

The techniques used to establish the employment in the informal sector and its 

contribution to the GDP falls into direct and indirect measurement. According to 

Kirsten (1991), these methods produce divergent figures whose respective conclusions 

have been the basis of many debates. These techniques are discussed in the coming 

sections. 

To avoid confusion when interpreting the informal sector data, it is essential that 

individual studies adequately describe their methodologies, and an outline of the 

definition of the informal sector adopted. This would make future comparisons 
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between studies less complex and could assist efforts to measure the growth of the 

sector's activities over time (Kirsten, 1991). 

Direct techniques 

The direct approach involves the intensive investigation of samples of a given 

population, and was designed specifically to generate data, rather than to make sense of 

existing statistical data (Kirsten, 1991). Direct methods could facilitate the collection of 

detailed information about the structure, composition of the labour force, and the 

experience of people within the informal sector. 

According to the ILO (1993) and Thomas (1995), household surveys is one of the most 

satisfactory direct methods to collect data on the informal sector. By using a simple set 

of questions, sufficient information could be obtained to determine the involvement of 

individuals in the informal sector activities. It is however important to give an 

acceptable criterion which will be applied to allocate individuals and small enterprises 

between the informal and formal sectors. This method was used in Tanzania to collect 

data on the informal sector in 1991 and 1995 for the whole country (GOT, 1991a), and 

for the Dar-es-Salaam region (GOT, 1995) respectively. 

Although the direct techniques give an insight into the magnitude of informal sector 

activities, they have certain disadvantages; their results indicate only point estimates 

and are unable to provide estimates of the growth of the informal sector over time 

(Kirsten, 1991). However, according to the ILO (1993), it is possible to estimate the 

growth of the sector, if the surveys are carried out at some predetermined intervals. 

Indirect techniques 

Indirect approaches use already-available statistics to estimate the size of the informal 

economy. These methods fall into two categories. The monetary approach, on the one 

hand, looks at the discrepancies between the currency normally needed and that which 

is actually observed in the monetary sphere to determine the size of the informal sector. 

They include the currency-demand approach, the demand for currency equation and the 
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transaction approach. The income-expenditure discrepancy method, on the other hand, 

compares income and expenditure patterns, and it takes the difference between 

expenditures and income to reflect the size of the informal economy (Malyamkono and 

Bagachwa, 1990; Kirsten, 1991). Estimates made by these indirect techniques relate to 

a wide informal sector discussed in Table 2.1: they include the elements of the informal 

economy which are undesirable to the society. The results obtained using these 

methods should therefore be treated with caution. 

Currency -demand approach 

The currency-demand method developed by Gutman in 1977 assumes that in the 

informal sector transactions are undertaken by cash payments in order to escape 

leaving behind observable traces for tax authorities. "An increase in the demand of 

currency, unexplained by factors such as income, payment habits, and interest rates, 

must be attributed to growth in the informal economy" (Kirsten, 1991: 151). Using this 

method Malyamkono and Bagachwa (1990) estimated that the Tanzanian informal 

economy was 31.4 per cent of the officially estimated Gross National Product (GNP) in 

1986. In addition, taking the advantage of the method's ability to calculate a time series 

of the informal economy activities, they established that between 1978 and 1986, the 

Tanzanian informal economy grew at an annual rate of 30.1 per cent. This was more 

than the official growth in GNP, which was 19.4 per cent. 

Hartzerberg and Leiman (1990) and Malyamkono and Bagachwa (1990) challenged the 

Gutman's approach, particularly on the major assumption made. They argued that not 

all transaction in the informal economy are undertaken on a cash basis; some 

transaction involve both crossed and open cheques, and some involve barter exchange 

or even foreign money. In addition, the choice of an appropriate benchmark entailed an 

element of arbitrariness (Malyamkono and Bagachwa 1990). 

Demand for currency equation 

The demand for currency equation developed by Tanzi (1982) has the advantage that 

its results are not sensitive to the initial period. Again in this method, the underlying 
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assumption is that money is mainly used for canying out transactions or for storing 

wealth in the informal economy. 

Using this method Bagachwa and Naho (1994) estimated the size of the second 

economy in Tanzania from 1980 to 1990. Figure 2.2 shows the results, together with 

two pairs of results obtained using Gutman's method by the same authors and by 

Malyamkono and Bagachwa (1990). 
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Fieure 2.2 Estimates of the size of the informal economy in Tanzania 

In Figure 2.2, Tanzi's (1982) method constantly yielded higher values than Gutman's 

approach. The highly divergent figures between the two methods obtained by the same 

authors could. be attributed to the assumptions inherent in the methods and/or lack of 

consistence of official data that was used in the estimating process. At the same time 

results obtained by Malyamkono and Bagachwa (1990) and those by Bagachwa and 

Naho (1994) using Gutman's method differed very much. This again raises doubt on 
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the correctness of the data/information that was used in the computation. However, 

such discrepancies reinforce Kirsten's (1991) argument regarding the diverging 

estimates of the size of the informal sector that could be obtained using different 

methods. 

Transaction method 

Feige's (1979)-transaction method discussed by Kirsten (1991) assumes a constant 

relationship between the nature and volume of economic transactions and the official 

GDP. The method also assumes that informal sector transactions take place largely 

through cash payments. A growth in the demand for money relative to bank deposits 

and other more convenient media of exchange are taken to reflect the informal sector 

activities. 

Using this method, Kantor (1989) estimated that South Africa's GDP for 1987 was 16 , 
to 41 per cent higher than indicated in the official figuress. Hartzenberg and Leiman 

(1990) were quoted by Kirsten (1991) to challenge the method because it ignores the 

impact of structural changes in the economy, such as the extension of credit facilities, 

which they argued might also affect the nature of transactions. 

Discrepancy between the National Expenditure and National Income Statistics 

The discrepancy between the national expenditure and national income statistics 

method assumes that while people may attempt to conceal their true income, they 

would not hide their expenditure in responding to government surveys. In accordance 

to this method, the discrepancy between income and expenditure is attributed to the 

informal economy (Malyamkono and Bagachwa 1990). A macro-level approach of this 

method compares the National Accounts estimates of income sources and expenditure 

outlays. A micro-level approach assesses the income-expenditure discrepancy of 

particular individual households or groups, and using a representative sample, 

extrapolates the results to give an estimate of the informal economy for the whole 

country. 

5 The wide range, 16 to 41 per cent, again raises doubt regarding the c:orrectness of the method. or c:orrec1ness of 
datafmfonnation used for determining the size of the informal sector 

45 



According to Malyamkono and Bagachwa (1990) and Kirsten (1991), the macro-level 

discrepancy approach seems to be a viable approach for assessing the contribution of 

the informal sector. However, it suffers two shortcomings. Firstly, the difference 

between income and expenditure figures may indicate not only the hidden informal 

activities, but also errors in the income and expenditure figures. These errors could 

arise from non-reporting or under-reporting of incomes from bartering, illegal 

activities, etc. Secondly, there may be errors due to differences in time and statistical 

approaches used for compiling the data. 

The macro-level approach works well in developed countries where nearly all 

transaction are monetary and efforts are made to maintain accurate national statistics 

(Kirsten, 1991). It is unsuitable in developing countries, like Tanzania, where a 

considerable portion of the population still engage in barter arrangements and where 

national statistics are known to offer only a limited coverage of income and 

expenditure (Malyamkono and Bagachwa, 1990). 

2.7.4 Applicability of the measuring techniques to Tanzania 

The different indirect methods discussed above for determining the size of the informal 

sector rely on available statistics. The accuracy of the statistical data would affect the 

accuracy of the computed size of the informal sector. In the case of Tanzania, one 

major problem facing economic planners and researchers is the availability and 

accuracy of economic data (Malyamkono and Bagachwa, 1990). The methods also 

assume that most transactions are carried out using money. In developing countries like 

Tanzania, "subsistence and barter arrangements are important economic strategies for 

large segments ofthe population" (ibid.:S9). Therefore the use of indirect methods may 

result in an underestimation of the size of the informal sector. 

It was also mentioned that the methods, with the exception of the micro-level 

discrepancy approach, traces the movement of money regardless of what caused money 

to disappear out of circulation or where the money was spent. Therefore, the obtained 

size of the informal economy may include legal and illegal activities, and it is not 

possible to distinguish between the two. Since the informal sector described in this 
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thesis excludes illegal activities, the methods discussed do not yield the correct size of 

this sector. 

The results on the size of the second economy obtained by the same economists using 

different methods and different economists using the same method differed as shown in 

Figure 2.2. This casts doubt on the methods themselves, or on the correctness of the 

data used in the computation. 

With the problems highlighted above, it could be concluded that methods, which use 

compiled statistical data and assume monetary transactions, are unsuitable to determine 

the size of the informal sector in Tanzania. 

Household surveys are recommended for measuring the size of the informal sector in 

Tanzania. By selecting representative communities throughout the country, this method 

could be used to establish data on income and expenditure on household accounts and 

people's involvement in the informal sector. With this information, it is then possible 

to use the discrepancy between the expenditure and income method to compute the size 

of the informal sector of the representative communities, and by extrapolation, its 

relative size in the whole country. The method, however, gives point estimates of the 

size, and it is therefore necessary to conduct household surveys at predetermined 

intervals to establish its growth rate. 

2.7 INFORMAL SECTOR IN TANZANIA 

2.S.1 Government's attitude towards the informal sector 

As discussed previously, one of the major characteristics of an economy in a 

developing country is the presence of an informal sector. Tanzania is no exception. 

The Tanzanian Government in the 1980's was generally against the informal sector 

activities (Malyamkono and Bagachwa, 1990; Kenti and Mushi, 1995; Tripp, 1997). 

According to Kent and Mushi (1995:150), it regarded the informal sector activities to 

be "clandestine, exploitative and subversive". They were found to "challenge the 

socialist notion of an egalitarian and classless society" that the government was trying 
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to build. The government regarded the sector corruptive as it was operating outside its 

legal system and was depriving it of tax revenue. 

Notwithstanding the attitude of the government, the informal sector has continued to 

grow. According to Malyamkono and Bagachwa (1990), ILO (1993), Mutagwaba 

(1996) and Tripp, (1997), the continued growth of the informal sector in Tanzania was 

attributed to the following reasons: 

• erosion and compression of formal wages and salaries; 

• bureaucracy by the government in granting business licences; 

• stagnation in formal wage employment; and lastly 

• reduction by the government of its previously prohibitive stance towards it. 

Tripp (1990), Malyamkono and Bagachwa (1990), and Bagachwa and Naho (1994) 
~ 

suggested that the growth of the informal sector in Tanzania was part of the survival 

strategies adopted by people to weather the economic crisis. There has been a dramatic 

growth of informal income generating activities of urban wage earners and their 

household because of declining real wages. According to Tripp (1990:49), wage 

earners in Tanzania suffered "a 65 per cent decline in real wages between 1979 to 1984 

and consumer prices increased tenfold from 1976 to 1986". 

The ILO, together with the Ministry of Labour and Youth Development (GOT, 1991a) 

qualified approximately 95 per cent of informal businesses carried out in Tanzania as 

survival activities with limited growth potential. However, when combined, they 

produced a value-added of more than 32 per cent of the officially recorded GDP. The 

informal businesses in Tanzania provide earnings per worker that were 2.6 times higher 

than the minimum wages in the urban formal sector. In addition, they realized an 

average return on investment of 33 per cent per annum, indicating minimal levels of 

investment rather than general prosperity. 

While it was expected that informal sector businesses would be formalised over time, 

the trend does not depict this. The regulations that exist in the formal sector have made 

it unattractive for people to make their businesses formal (Mutagwaba, 1996). These 
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regulations include registration and licensing, minimum standards of hygiene and 

building infrastructure for the work place, taxation, and application of formal accounts. 

According to the Financial Times (1998), the ruling class in Tanzania generally 

"appreciates the buffer function of the informal sector and the political weight of its 

size, and has so far avoided direct confrontation with its operators". At the same time, 

they see it as a threat and a nuisance, as it escapes their control, occupies large pieces 

of valuable land, and defies their vision of development. The lack of clear government 

stand on the sector leads to contradictory public statements and incoherent measures by 

the local government authorities mostly against the small pockets of informal sector 

operators. Conflicting government announcements and actions heighten the prevailing 

climate of insecurity within the sector. 

2.8.2 Fads and Figures about tbe informal sedor in Tanzania 

In an effort to understand its informal sector, the government of Tanzania conducted a 

countrywide National Informal Sector Survey (NISS) in 1991 (GOT, 1991a) and the 

Dar-es-Salaam Informal Sector Survey (DISS) in 1995 (GOT, 1995). 

The NISS was both evaluative and investigative and had the following objectives: 

• To provide quantifiable national data on employment in the informal sector; 

• To provide data for the national accounts estimates of the sector; and 

• To provide policy guidelines for planners on the development of the informal 

sector. 

The DISS was a follow-up survey to provide further insight into the sector and gauge 

its growth during the period. It was, however, carried out in Dar-es-salaam only, the 

largest city in Tanzania. 

In the NISS and DISS studies, a "multi-phase" data collection approach was used to 

allow wide coverage of households and capturing many informal sector activities. 

(GOT, 1991a). The multi-phase approach consisted of two phases: 
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• The first phase involved the establishment of participation of the households in 

informal sector activities using a household questionnaire. It identified all the 

businesses falling within the scope of the survey and their owners. 

• The second phase obtained detailed information on the characteristics of the 

businesses and workers by interviewing business owners using the operator 

questionnaire. 

Important indicators of the informal sector in Tanzania are shown in Appendix 2.1. 

Salient features of the sector as summarised from the NISS (GOT, 1991a) are as 

follows: 

• In 1991, the sector employed about 2,370,000 people; 60 per cent were in rural 

areas and the remaining 40 percent were in urban areas. Dar-es-Salaam 

accounted for 13 and 44 per cent of the total and urban informal sector 

employment respectively. The total employment in the informal sector 

constituted 22 per cent of total employment in Tanzania in 1991. 

• A large degree of self-employment in the informal sector was established. The 

NISS revealed that 74 per cent of people engaged in this sector were owners of 

busint;sses and only 26 per cent were employees. 

• The informal sector's total gross output in 1991 was Tshs. 486.9 billion (US$ 

2,090 million). This is about 49 per cent of official GOP of Tshs. 989.6 billion 

(US$ 4,427.1 million) for the same year (NCC, 1999). 

• The total gross value added for the entire informal sector in 1991 was Tshs. 183.4 

billion (US$ 787.1 million), which was 32 per cent of the total official 

economy's value added ofTshs. 573.5 billion (US$ 2,461.4 million). 

• The estimated capital formation of the informal sector in 1991 was Tshs 5.7 

billion (US$ 24.6 million), which was 2 per cent of the official gross capital 

formation for the entire economy. 
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The above statistics suggest that the informal sector is an important part of the 

Tanzania economy with a high potential for providing employment and contributing to 

the economy. 

2.9 SUMMARY 

This chapter clarified the concept of the informal sector as used in this thesis. This 

sector has been taken to include individuals or enterprises carrying out legal businesses 

which are unlicensed or unregistered by the relevant institutions of the government. 

The chapter has shown that the state is responsible for the emergence and growth of the 

informal sector through its failure to create employment in the formal private and 

government sector. Government policies which lead to poor economic performance 

and excessive bureaucracy have also been singled out to contribute to informality. 

The benefits of the informal sector to the economies of developing countries, and the 

interaction between formal and informal sectors were also discussed. It was shown that 

the informal sector provides a valuable source of employment for the urban population, 

contributes to the GDP and provides goods and services at affordable prices, and 

therefore plays an important role towards the alleviation of poverty. Its disadvantages 

were pointed out, but were found to be less important compared to the benefits. Despite 

the limited competition between the formal and informal sector, a symbiotic 

relationship was found to exist. The two sectors were shown to depend on each other as 

sources of goods, raw materials, work and income. 

Various methods to measure the size of the informal sector were discussed. These 

included direct techniques aimed to generate data and indirect techniques, which make 

use of already available statistics. In the Tanzanian situation, where accurate and 

reliable statistical data are lacking, it was recommended to use household surveys to 

establish data on the income and expenditure of households. The established data could 

then be used to compute the size of the informal sector of the representative 

communities using the discrepancy between the expenditure and income method. 
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In this chapter it was shown that the government of Tanzania, despite its previous 

tough stance, now appreciates the role that can be played by the informal sector in the 

economy. Through a study on this sector carried out in 1991, it was shown that the 

informal sector employed 22 per cent of total employment in Tanzania, contributed 49 

per cent of the official GDP, and 32 per cent of official value added. 

In the next chapter, the construction industry of developing countries will be examined 

in detail with respect to the existence and nature of the informal construction sector. 

i 
j 
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CHAPTER THREE 

THE CONSTRUCTION INDUSTRY IN 
DEVELOPING COUNTRIES 

3.1 INTRODUCTION 

It was explained in Chapter One that this research, amongst others, aims to establish the 

nature of collaboration between the formal and informal construction sectors in 

Tanzania. Chapter Two described the concept of the informal sector, which embraces 

the construction industry as well as other industries of the economy. 

To understand the context within which the formal and informal contractors operate, it 

was found important to understand the structure and some of the dynamics related to 

contractors that occur within the construction industry. This chapter's objectives are 

therefore to examine the importance, structure and modi operandi of the construction 

industry in developing countries. It examines the evolution process of construction 

firms and its bearing on the formaUinformal contractors' dichotomy. The chapter also 

discusses specific characteristics of the informal construction sector. 

A considerable part of this chapter is devoted to the discussion of the characteristics of 

small contractors due to the fact that this group is made up of both the formal and 

informal contractors. To capture the collaboration between the formal and informal 

construction sectors it was found important to understand the dynamics of this group of 

contractors and its impact on formal and informal relationships. 
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3.2 CHARACTERISTICS AND DEFINITION OF CONSTRUCTION 
INDUSTRY 

3.2.1 General 

The importance of the construction industry is well known. Quoting UNCHS (1996:xi): 

"It is now well recognised that the construction industry plays an important role in the 
socio-economic development of every country. It provides the building and 
infrastructural facilities which make such development possible while contributing 
directly to this growth itself and stimulating activities in several sectors to which it is 
linked. Owing to its relatively labour-intensive nature, construction work provides 
opportunities for employment. As it is dispersed throughout each country, construction 
can improve living conditions at local level." 

Ofori (1990) summarised the role played by the construction industry in socio-economic 

development into direct contribution, indirect contribution and backward linkages. The 

construction industry contributes directly to output and employment through the 

construction activity. Indirectly, it facilitates the growth of other industries like 

agriculture, manufacturing and services by constructing the physical facilities required 

for production and the distribution of goods and services. The industry also has great 

potential for generating employment in itself and, through its backward linkages in 

other industries which produce and distribute building materials and equipment, and 

which provide financial services to the industry (Ofori, 1990~ Spence et al., 1993~ 

Hillebrandt, 2000). In emphasising the importance of the backward linkages of the 

construction industry, Spence et al. (1993:31) stated that "for every job created in the 

construction industry a further job will materialise in the building materials, trade, 

transport and services sectors". 

The contribution of the construction industry through backward linkages is, however, 

influenced by the extent to which the industry uses its local resources. This contribution 

is greatly reduced in situations where most building materials, equipment and other 

services are imported (UNCHS, 1981). 

Several parties including clients, designers and contractors are directly involved in the 

formal construction process. Contractors are very important in the process since they are 
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involved in the construction stage, which is the longest and the most expensive part of 

the development process. They are also involved in the long term repair and 

maintenance of the built structures and constitute the largest group in terms of number 

of participants. It is for this reason that this research concentrated mainly on the 

interaction between formal and informal contractors. Where other parties in the 

construction process are discussed, it was mainly in relation to their actions that impact 

on the contractors' development. 

.3.2.2 Definition 

Various arguments and definitions have been provided to describe the construction 

industry (Hillebrandt, 1988; GOT, 1991b; Hong, 1992~ Harvey and Ashworth, 2000; 

Hindle, 1997a; Gruneberg, 1997). Hillebrandt (1988) and Hindle (1997a) define the 

construction industry based on the Standard Industrial Classification (ISIC, 1968) and 

also include the parties involved in the industry including professions, contractors and 

suppliers of construction materials. GOT ( 1991 b), Hong (1992) and Harvey and 

Ashworth (2000) define the industry based on the different processes involved including 

planning, regulation, design, manufacture, construction and maintenance. It is clear 

from all the arguments and definitions that the construction industry encompasses all 

spheres of human life. According to Gruneberg (1997:45), the construction industry 

"produces and maintains the built environment." 

Hillebrandt (1988) and the UNCHS (1996) subdivided the construction industry into 

building and civil engineering according to its products. Hillebrandt (1988) reported 

that building accounted for around 70 per cent of the construction market in both 

developing and developed countries while civil works accounted for the remaining 30 

per cent. The UNCHS (1996) also divided it into the informal and formal sectors. The 

major difference between the informal and formal construction sectors is the extent to 

which government regulations are observed. Hence the formal construction sector is one 

in which all the government's licensing and registration regulations' with regard to 

6 Usually contractors and other actors do not adhere to all government regulations. This study concentrated to the 
adherence of registration and licens:ing regulations since these are basic conditions for one to enter into business. 
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construction are adhered to, while in the informal construction sector some or all of the 

regulations are not. 

The categorisation into formal and informal construction sectors formed the basis of this 

research. Detailed enumeration of the formal and informal concepts was made in 

Chapter Two ofthis thesis. 

It is sometimes difficult to fix the boundaries of the construction industry due to its 

backward linkage with other sectors. Figure 3.1 shows the building process, and is used 

to discuss the difficulties in categorising the different processes involved in 

construction. 

~--------------------------I 
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. ------ -------------- ...... -... -... --... -... ----;.;;-..;..--~~---;.;-... -.---;;.;-... --;.;-... -.---~ 
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Adapted from Tegelaers (1995:6) 

Fiaure 3.1 The construction process 
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Two sub-processes are presented in Figure 3.1. Sub-process One is the typical building 

process which, according to the International Standard Industrial Classification of all 

Economic Activities, is categorised as the construction industry (ISIC, 1968). Sub­

process two involves the acquisition of building materials. The first step of this sub­

process, the extraction of raw materials belongs to the mining and quarrying industry. 

Steps two, three and four would normally fall under the manufacturing industry. 

However, these processes also tend to fall under the construction industry due to the 

integration of building material production at the construction sites. Therefore, there is 

an overlap between the manufacturing and construction industries, and the dividing line 

is sometimes not very clear (Tegelaers, 1995). For example, in Tanzania it is a custom 

for every large contractor to own a stone quarry and to manufacture concrete blocks and 

pre-cast concrete products in-house (Lema, 1996; Mpembe, 1999). Under such 

circumstances, there is an inclination to consider the process of acquisition of building 

materials to belong to the construction industry. 

The model presented in Figure 3.1 does not explain precisely what constitutes the 

construction industry. It helps nevertheless to explain the predicament that researchers 

face when distinguishing it from other industries linked to it. A far more inclusive 

model was proposed by Lema (1996), which looked at the construction industry in 

tenns of preparations of inputs, the inputs, processes and outputs involved, as shown in 

Figure 3.2. 

The model presented in Figure 3.2 include the preparation of inputs to the construction 

process., which is in line with the discussion of Figure 3.1, part of it falls outside the 

construction industry and part of the rectangle representing it is indicated to fall outside 

the boundaries of the construction industry. Similarly, some control institutions and 

mechanisms fall outside the industry as shown Figure 3.2. The inputs using appropriate 

processes gives rise to several outputs as indicated. 
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Figure 3.2 Conceptual scope of the construction industry. 

Lema's (1996) model attempts to capture all processes that in one way or another 

impact upon the construction industry. Such a wide conceptualisation of the 

construction industry could be a cause of confusion. However, the existence of a 

boundary in the model makes it possible to describe it to fit different purposes. For 

example, in Tanzania different organisations have defined the construction industry to 
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fit their jurisdiction. The Ministry of Works (MOW), through the National Construction 

Industry Development Strategy (NCIDS) of Tanzania (GOT, 1991b:l) defined it as 

follows: 

'''The sum of all economic activities related to civil and building works: their conception, 
planning, execution and maintenance. Such works normally comprise capital investment 
in the form of roads, railways, airports, ports and harbours, dams, irrigation schemes, 
health centres and hospitals, educational institutions, offices, godowns, factories and 
residential premises." 

The NCID'S definition is wide but is well captured in Lema's (1996) model, which 

covers the processes involved in the construction industry as well as the products. 

However, being a policy document, such a wide definition was expected. Policies are 

expected to focus not only on the subject of their formulation, but also on other factors 

that may have intended or unintentional impact on the subject (Anderson, 1990). Along 

the same trend, in 1995, the National Construction Council (NCC) defined the 

Tanzanian construction industry as comprising of local indigenous consultants and 

contractors. This demarcation of the industry into indigenous participants was important 

to allow the NCC to direct its developmental efforts at building local capacity (Lema, 

1996). 

According ~o the proposed Construction Industry Policy (CIP) of Tanzania (NCC, 

2000), a substantial part of the construction work in Tanzania also takes place in the 

informal sector of the industry. The CIP defined the informal construction sector as 

comprising of unregulated and unprotected individuals engaged in economic activities 

that include the supply of labour, materials and building components to both the formal 

construction sector and directly in response to the needs of clients. It also include works 

carried out by individuals or groups on a self-help basis without contracting. 

Based on the theme of this research, there was a need for a search ofa definition of the 

construction industry that explicitly captured both the formal and informal construction 

sectors. Apparently, most of the given definitions of the construction industry did not 

explicitly show the involvement of the informal construction sector. 

S9 



In an effort to capture the involvement of the informal construction sector, the Task 

Group 29 (TG 29) on construction in developing countries adopted the following 

definition for the construction industry (Cm, 1998:xii): 

'The construction industry comprises all those organisations and persons concerned with 
the process by which building and civil engineering works are procured, produced, 
altered, repaired, maintained and demolished. This include companies, finns and 
individuals, main and subcontractors, material and component producers, equipment 
suppliers and builders merchants. The industry has a close relationship with clients and 
financiers. " 

As it will later be shown, the informal construction sector consists mainly of individuals 

who are either involved in the production and the supply of building materials or in 

direct construction on their own or as subcontractors of larger firms. The above 

definition captures this involvement, and was therefore, adopted as the working 

definition of the construction industry in this research. 

3.3 THE CONTRIBUTION OF THE CONSTRUCTION INDUSTRY 
TO THE NATIONAL ECONOMY 

Different economic indicators can be used to measure the contribution of the 

construction industry to the national economy. According to Wells (1986), Bjorklof et 

al. (1992), Gruneberg (1997) and Hillebrandt (2000), the most common indicators 

include the amount of manpower employed by the industry and the contribution to the 

Gross Domestic Product (GDP) and the Gross Fixed Capital Formation (GFCF). 

The GDP is the total value of all goods and services produced in a country (Hillebrandt, 

2000). The UNCHS (1984) and the World Bank (1984) suggested that the output of the 

construction sector as a percentage share of the GDP is typically in the range of 3 to 8 

per cent, although substantial differences occur among various countries. According to 

the United Nations (1988), the contribution of the construction industry to the GDP 

represents the value added by the industry or the net construction output, which is the 

gross value of construction output minus the value of the material input and the 

depreciation of plant and equipment. 
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Table 3.1 shows that the contribution of the Tanzanian construction industry to the GDP 

at 1992 prices averaged 4.5 per cent from 1985 to 1999 with a peak value of5.7 per cent 

in 1990 (NCC, 1999; GOT, 2000b) 

Table 3.1 GDP share of construction industry in Tanzania at 1992 constant prices 

Year 
." I r-- 00 ~ ~ : ~ i i ." -.c r-- ~ CI\ 

~ ~ 00 ~ ~ CI\ CI\ 
CI\ CI\ CI\ CI\ CI\ CI\ ... .... ... ... ... ... ... ... ... ... - .... .... .... .... 

Percentage 
contribution 3.0 3.2 4.7 5.6 4.7 5.7 5.2 5.4 4.6 4.6 3.8 3.9 4.1 4.3 4.5 
toGDP 

Source: NCC (1999, Table 2.7) and GOT (2000b, Table 4B) 

According to the United Nations (1988), NCC (1999) and Hillebrandt (2000), the GFCF 

is the total value of fixed asset produced comprising housing, other new building and 

works, plant and machinery, vehicles, ships and aircraft, but excluding repair and 

maintenance. Edmond and Miles (1984), the GOT (1991a), the UNCHS (1991) and 

Wells (1995) reported that the share of the construction industry in both the developed 

and developing countries in GFCF is about 50 per cent. In countries with a low level of 

industrial development, the figure could be as high as 80 per cent (ILO, 1987). 

Table 3.2 shows that in Tanzania the average contribution of the construction industry 

to the GFCF was 50 per cent for the period of 1985 to 1999. It attained a peak value of 

65.5 per cent in 1990 (NCC, 1999; GOT, 2000b). 

According to Edmond and Miles (1984:11), in all countries construction is a relatively 

labour-intensive industry. Available data suggest that the construction industry in many 

countries employs about 2 to 9 per cent of the total national employment, with an 

average figure around 4 to 5 per cent (UNCHS, 1984; Wells, 1986). Edmond and Miles 

(1984: 11) found that the actual level of employment per 1000 population increases as 

one moves from the poorest to the richest countries. The data for Tanzania 7 is shown in 

7 Efforts to obtain up to date employment data proved to be very difficult. Secondary soun::es I.ike World Employment 
Report did not contain relevant data for Tanzania. Similarly a pimary source, the Central Statistical Bureau of 
Tanzania. did not have employment data for the construction industry. 
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Table 3.3, in which it is shown that the contribution of the construction industry to total 

employment in Tanzania is on average 4.2 per cent. 

Table 3.2 Contribution of the Tanzanian construction industry to GFCF 
in 1992 prices in percentage 

TYPElYEAR 

Source: NCC (1999, Table 3.4) and GOT (2000b, Table 6) 

Table 3.3 Share of the construction industry in total in employment in Tanzania. 

Year 1985 1986 1987 1988 1989 1990 1991 1992 1993 

Percentage 
contribution to 5.1 4.9 4.6 4.4 4.1 3.9 3.7 3.5 3.3 

employment 

Source: Lema (1996, Appendix 6A) 

The information in Tables 3.1, 3.2 and 3.3 is summarised in Figure 3.3, which shows a 

graphical representation of the contribution of the construction industry in Tanzania to 

the GDP, the GFCF and employment. Figure 3.3 shows that the contribution of the 

construction industry in Tanzanian to both the GDP and employment has remained 

almost constant over the period of analysis. On the other hand, its contribution to the 

GFCF has been fluctuating with peaks in 1988, 1990 and 1996. Its increased 
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contribution to the GFCF after 1988 could be attributed to the large expenditure 

incurred by the government of Tanzania on road rehabilitation programmes under the 

Sixth Highway Rehabilitation Project and later the Integrated Roads Project. Both 

projects were financed by the government of Tanzania, the World Bank and other world 

financing institutions (Msita, 1999). 
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Figure 3.3 Contribution of the Tanzanian construction industry to the GDP, 
the GFCF and employment 

According to Hillebrandt (2000), in most countries construction net output as a 

percentage of GDP is about the same as percentage of construction employment to total 

employment since the major part of construction net output comes from labour. The 

comparison of the two figures gives an indication of labour productivity. If the 

percentage of construction employment is greater than the percentage of construction 

output, then the output per person is low compared with the economy as a whole and 

vice-versa. Figure 3.3 shows that construction output as a percentage of GDP was 
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consistently higher percentage of construction employment reflecting that output per 

person in the construction industry in Tanzania is high compared with the economy as a 

whole. 

In interpreting the data in Table 3.1 to 3.3, it is important to appreciate the difficulties in 

the assessment of the total value of construction output in any economy, which include 

(Lema, 1996): 

• inflationary effects; 

• lack of records and motivation on part of actors in construction industries in 

developing countries to provide the required data; 

• the omission of capital formation arising from rehabilitation works; and 

• the omission of work carried out in the informal sector. 

The omission of the contribution of the informal sector in the national accounts is 

echoed by Kirsten (1991:150) in which it is quoted: 

"The gross domestic product and national income figUres and labour statistics are widely 
recognised as understatements of economic participation. Of major concern is the 
relative denial of the contribution made by informal participants as a result of their often 
(deliberately) elusive and shifting character." 

According to Komba (1988), government statisticians have access mainly to data from 

the government and public enterprises and a few large construction enterprises. Thus, 

the data collected excludes small scale and informal construction sector. For example in 

1991, the NCC (1999) reported that the official statistics in Tanzania showed that the 

construction industry's GDP was Tshs. 52,087 million (USS 222.7 million). During the 

same period, GOT (1991a) reported that the total estimated annual gross output for the 

informal construction sector was Tshs. 14,577 million (USS 62.3 million). This was 

about 22 per cent of the official GDP, and is normally not included in government 

statistics leading to a gross underestimation of the contribution of the construction 

industry to the economy. 
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Table 3.4 shows a comparison of contribution to employment, the GDP and the GFCF 

of the construction industry in Tanzania and other countries from different income 

groups. 

Table 3.4 Average contribution to the GDP, the GFCF and employment in countries 
grouped according to income 

Variable Group n Groupm Group IV 
;YI.; USS3S0·700 USS 700-2000 Over USS 2000 

per capita per capita per capita 

Value added in 5.2 (21) 5.4 (31) 7.3 (27) 
construction as a 
% of GOP ::; 

Capital fonnation 10.6 (10) 13.6 (27) 13.5 (23) 
in consttuction as 
% of GOP 
Employment in 3.4 (14) 6.6 (22) 8.1 (26) 
construction as a 
% of total 

GFCFin TIm 53 (10) 55.4 (26) 57.5 (23) 
Construction as 
% of total GFCF 

Source: Lema and Price (1998:) 

NB - The figure in brackets is for the number of countries considered in the group. 

". 

The data presented in Table 3.4 fits in well with the expected contribution of the 

construction industry of 3 to 8 per cent of the GDP and about 50 per cent of the GFCF 

and 2 to 9 per cent of employment. On average, it could be concluded that the 

Tanzanian construction industry fares well within its income group. 

Factors affecting the international comparison of construction industry data include 

fluctuations of the level of the national currencies, fluctuations in the construction 

industry workload, and execution of a large proportion of construction activities outside 

the formal sector. These factors could result into under or over estimating the 

contribution of the construction industry in the economy of a country and therefore 

making comparisons difficult (Lema and Price, 1998). 
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To properly gauge the contribution ofthe construction industry to the economy of most 

developing countries, there is a need to address the problem of lack of data. The 

importance of the informal construction sector is further elaborated later in this chapter. 

3.4 CHARACTERISTICS OF SMALL SCALE CONTRACTORS 

3.4.1 Definition 

Many countries classify contractors in accordance with their sizes. On this basis, 

contractors could be classified as small, medium and large (UNCHS, 1996). 

According to the UNCHS (1996), groupings and hence definitions of small companies 

differ from one country to another, and within a country they may differ according to 

various types of businesses. A number of criteria are used to classify businesses 

according to size, which include: the total number of employees, the value of fixed 

assets, the paid up capital, the annual turnover, or the annual volume of physical 

production. However, all these criteria or their combinations can not reHabl y measure 

the size of construction contractors. 

Contractors have a tendency to subcontract their works in lieu of using their own 

employees. The total number of employees does not therefore represent the actual 

number of people employed and hence the size of the firm. Similarly, the workload of 

most contractors is not uniform and certain. This, together with the tendency of projects 

to spread beyond one or several financial years, makes it difficult to use annual turnover 

as a measure of the size of a company. The fact that they can hire equipment instead of 

buying and building materials can be obtained on credit from specialist suppliers makes 

capital holding also not a good measure of the size ofa construction company. 

Despite the difficulties discussed above, construction companies are still classified by 

size. Some of the definitions focus on the attributes of the owner, leading to defining a 

small company as a firm where the principals are personally still in direct day to day 

control of most of the office and site management functions (Duncan, 1984; Kirmani, 

1988). 
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Defining small contractors based on registration would thus omit most of the 

unregistered contractors who on some occasions work independently or as 

subcontractors to their registered counterparts. It was therefore important to adopt a 

definition of small contractors that would capture all those involved in the construction 

process whether registered or unregistered. The definition by the UNCHS (1996:39) 

reproduced below caters for that need, and was therefore adopted as a working 

definition of small contractors in this research. 

"Small contractor is a company operating at, or near the basic entry level in the 
construction industry. with limited physical resources, usually as a sole proprietorship or 
simple partnership, with the owner-manager involved in most of the company's key 
activities" 

The above definition fits the characteristics of small formal contractors and informal 

contractors to be discussed later in this thesis. Based on Figure 3.4 small contractors 

include emerging and established informal contractors as well as registered contractors 

in classes VII and VI classified as emerging and established small contractors 

respectively. It should be noted that most small contractors operate at the periphery of 

the construction industry with frequent changes in the numbers and mix of 

entrepreneurs (Cattell, 1994). To reflect this, Figure 3.4 shows an overlap between the 

formal and informal contractors at the conceptual boundary. Experienced informal 

contractors cross over to the formal side by registering and licensing their businesses, 

while unsuccessful formal contractors fail to pay registration and licensing fees and are 

, relegated to the informal sector side, or still remain formal but are forced to operate as 

informal contractors (Mwaiselage, 1992). 

However, it should be noted that the established informal contractors have the necessary 

attributes to register a construction company at or above the entry level, but choose to 

remain unregistered and small to avoid recognition by the government authorities, and 

hence eligibility to pay taxes and other costs associated with a formal business. 

According to the lLO (1987), even some of the formal construction firms decide to 

remain small for a number of reasons including: 
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• desire to minimise administrative costs; 

• desire to be involved personally in building work on site; and 

• reluctance to delegate managerial authority to paid employees. 

Emphasis has been made at this stage to clearly understand the definition of small 

contractors since this group constitutes the· informal contractors and the emerging 

formal contractors targeted in this research. 

3.4.2 Structure of the construction industry 

In Tanzania and many developing and developed countries, small contractors dominate 

the construction industry in terms of numbers, but are relatively unimportant in tenns of 

the official output. The number of contractors, taken in terms of their size, forms a 

pyramid structure, with few large contractors at the apex and many small contractors at 

the base (Ganesan, 1982 and Kirmani, 1988 cited in UNCHS, 1996; Ofori, 1991; 

Hillebrandt, 1997; Serpell et ai, 2000). 

In Tanzania, 69 and 77 per cent of formal civil works and building contractors 

respectively are small in size. This information is summarised in Figure 3.5 based on 

the number of contractors registered by the CRB in different classes by Iune 2000 

(Materu, 2000). Data compiled by Kaduma and Msita (1999) shows the percentage of 

small contractors compares well with the situation in developed countries such as Iapan 

(77 per cent), United States (93 per cent), Britain (89 per cent) and West Germany (55 

per cent) 

According to the UNCHS (1996) and Hillebrandt (2000), the pyramid structure is 

attributed to the nature and products of the construction industry, which include: a 

variety of construction projects in size and cost, a wide geographical dispersion of 

construction works, competition in the acquisition of works and easy of entry into 

construction. Three views have been advanced with regard to this pattern of distribution 

of construction firms. The first view was given by the GOT (1991 b), which argued that 

a large number of small frrms had no future and was undesirable as it led to the 
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the large number of small firms. They considered the large number of small firms to be 

useful as they provided a framework for the development of the construction industry. 

Different sizes of the construction firms is important considering the different hierarchy 

of markets available in the construction industry. For example, Hindle (1997a) gave a 

hierarchy of markets for building construction, showing the level of technology required 

and the expected participation of different types and size of contractors. This is shown 

in Figure 3.6. 

LOW TECHNOLOGYmdANAGEMENTS~ HIGH 

•.... _ ................ _ .. _ ........ _ ........... _ .. _._ .... _ ............ _----_ ..... _ .. _._-. 
INFORMAL FORMAL 

SMALL SIZE OF FJRMIRESOURCES REQUIRED LARGE 
~~~-----------------------------------------~. 

Source Hindle (1997a:43) 

Figure 3.6 A hierarchy of markets for building construction 

Figure 3.6 shows that the informal and small formal contractors could operate at the low 

end of the market where the technology and managerial skills involved are also on the 

low side. According to Hillebrandt (2000), there are few large projects and many small 
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projects. Conversely, large firms, which undertake large projects, are few, and small 

firms, which undertake the small projects, are many (Hindle, 1997a). 

The structure of the construction industry in terms of output is another pyramid, which 

is inverted with very few large firms undertaking a disproportionately high fraction of 

the total amount in financial terms (Ofori, 1990; Hillebrandt, 2000). A review carried 

out by the CRB on the performance of Tanzanian contractors for the year 1999 revealed 

that the average annual turnover of large building contractors was 7 and 29 times that of 

their medium and small counterparts respectively. Similarly, the average annual 

turnover of large civil works contractors was 61 and 180 times that of medium and 

small contractors respectively9 (Materu and Uriyo, 2000). 

3.4.3 Establishment background of small contractors 

In order to understand and appreciate the characteristics and problems of small 

contractors, it was important to look at their establishment background, particularly the 

education and employment background of the owners. 

According to the ILO (1987) and Cattell (1994), there is a wide variation among small­

scale contractors attributed to a low level of technology and investment required to start 

a construction business. It is "relatively easy to enter the construction business at the 

lower end of the market" unless restriction is placed on the minimum calibre of 

directors or personnel, and/or equipment required to start business (ILO, 1987:24). 

Since there are no restrictions placed to establish a business informally, many people 

with little experience and with no capital can therefore easily get into the construction 

business. Hillebrandt (1997: 153) suggested that it was possible "to run a construction 

firm on low capital provided that the client is prepared to finance the work by prompt 

payment". 

11 Most of the civil works projects consists of big road works projects mainly constructed by foreign contractors who 
according to CRB regulations must register in Tanzania. The annual turnover figures given above do not distinguish 
between foreign and local contractors. 
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Most small construction companies in developing countries are of sole ownership (ILO, 

1987; UNCHS, 1996). According to Ofori (1980), the owners of the firms vary in their 

educational and experience backgrounds, on the basis of which he identified three 

groups of owners: 

• Owners with background in construction including engineers, architects and 

technicians, who previously held senior posts in the construction industry as 

employees in the government or private sector. The ILO (1987) regarded the firms 

established by this group of owners to belong to the management route of 

establishment. Due to the background of owners, the firms established through the 

management route were reported to have managerial skills to run firms and 

projects. 

• Owners who were former trades-persons gave rise to what the ILO (1987) 

regarded as firms established through the trade route. These firms were found to 

lack the managerial skills to run the firms and projects (ILO, 1987; Motlanthe, 

1990; Merrifield, 1992 cited in Cattell, 1994). 

• Owners with no technical or practical experience in construction gave rise to what 

the ILO (1987) regarded as firms established through the commercial route. 

Unlike the other two groups, these firms had the financial resources to run a 

construction company, and therefore posed a possibility of smooth growth. To 

offset the poor qualifications in construction aspects, they normally employed 

qualified supervisors. However, companies in this group were found to lack 

continuity. Ofori (1990) and Hillebrandt (1997) regarded the owners as 

opportunist traders remaining in construction only when prospects for profits were 

good. The special categories of commercial route enterprises were those 

established by owners with backgrounds in the manufacture and supply of 

building materials. These were more familiar with building site operations and 

could minimise problems of material supply. Consequently they were more likely 

to remain in the contracting market (ILO, 1987; Cattell, 1994) 
I 
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While it would be an advantage to the construction industry to have most of the firms 

established through the management route, the situation is different. There are fewer 

firms established through this route. The n.,O (1987) suggested that good salaries earned 

by qualified construction personnel and a secure working environment when employed 

in the government or in the private sector limited the number of people that seek to 

establish construction companies in this group. However, in the case of Tanzania, this 

situation has started to change. According to Salewi (1999)10 "the inability of the 

government and the formal construction sector to employ all the experienced 

construction personnel, lead many to resort increasingly to self employment either by 

establishing small formal companies or by operating informally". 

Referring back to Figure 3.4, it is important to comment on the role that the informal 

construction sector could play in the establishment process of construction companies. 

This sector could be regarded as a possible route that could be taken by individuals 

towards establishing legitimate construction companies. It could be a stepping stone to 

establishing a formal company. Individuals wishing to establish construction companies 

are reluctant to take the plunge into the business, partially because they are unable to 

meet entry requirements in terms of equipment and/or technical manpower, or because 

they are not assured of work (Salewi. 1999). Therefore, strategically, they would start to 

operate as informal contractors until they acquire resources needed to formalise the 

business and/or confidence in their ability to obtain jobs. During this transition stage, 

some would be working full time as informal contractors; while others would be doing 

other businesses or even remain employed until they are satisfied that the construction 

business can fully occupy their time. 

10 Interviewed official of the National Income Generation Programme (NIGP). He is a qualified Civil Engineer and at 
the time he was the President of the Institution of Engineers, Tanzania. 
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3.4.4 Problems experienced by small contracton 

Problems faced by small contractors in developing countries are well researched, and 

they include owner related and operating environment problems (ILO 1987; Ofori, 

1991; Cattel 1994). According to the ILO (1987) and Ofori (1991), owner related 

problems include: 

• lack of technical and managerial expertise necessary to run a construction 

business; 

• lack of entrepreneurship; 

• tight personal or family control of all aspects of the firm's operations; 

• inability or unwillingness to employ qualified personnel; 

• limitations in terms of variety of projects the firms can undertake; 

• short horizon and limited plans for expanding the firm; 

• lack of commitment to construction; and 

• poor technical background to comprehend formal documentation, practices and 

procedures underlying the administration of construction contracts adopted by 

most public clients in developing countries. 

The ILO (1987) identified two operating environment problems: business environment 

and client related problems. Problems related to the contractor's business environment 

include the inability to secure jobs and shortage of resources, while those related to 

clients include poor and inadequate project documentation, poor supervision, and delays 

of payments and decisions. 

Other problems related to the operating environment were given by the UNCHS (1996), 

and include problems originating from government policies and other parties in or 

outside the construction industry. For example, the failure of the government's 

macroeconomic policies aimed at stimulating growth of the economy will indirectly 

affect the availability of jobs to contractors. Similarly, regulations set by regulating 
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organisations like the CRB 11, may have a negative growth effect on aspiring small 

contractors (Hindle, 1996). 

According to the UNCHS (1996:52), another problem faced by small contractors in 

developing countries was what it termed as "downward plundering". This is a situation 

whereby larger class contractors undertake projects with values falling into class limits 

of lower class contractors. This occurs in periods of low demand, and enables large 

contractors to ensure continued utilisation of their fixed assets and key personnel. The 

downward plundering coupled with keen competition among the large number of small 

contractors and the presence of the unregistered contractor force the formal small-scale 

contractors to allow exceptionally small profit margins which are unable to sustain their 

growth. 

During its Annual Workshop in 1999, the CRB submitted for discussion a by-law aimed 

at preventing downward plundering. The by-law set out to limit the minimum value of 

the project that could be undertaken by large and medium contractors so as to prevent 

them from encroaching projects whose maximum value fell within the small 

contractors' limit (Mwambungu, 1999). Large and medium contractors, who were to be 

the victims of the proposed by-law, opposed it strongly leading to its rejection. They 

argued that such a restriction was in conflict with the principles of the free market 

economy (Muhegi, 2000a). 

It is the opinion of the author that the motive to introduce the by-law was justified, 

particularly in a situation where small contractors are penalised for the execution of 

projects exceeding their class limits. Some mechanism should be found which would 

protect the small contractors from the powerful medium and large contractors. For 

example partnering arrangements as suggested by the!LO (1987), the UNCHS (1991), 

Bjorklof et al. (1992) and Nyembe (1994) could ensure that construction works are 

shared between the large formal contractors and the small formal and informal 

II CRB has a minimum requirements with regard to qualification of technical staff, nwnber of equipment and area of 
office space for emerging contractors (shown in Appendix 3.1). The effect of these requirements will later be 
discussed. 
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contractors. In the next section, partnering between large and small contractors through 

subcontracting will be discussed. 

In order to eliminate some of the problems such as the lack of technical expertise and 

equipment in Tanzania, the CRB has set a requirement that the directors of a 

construction company should have some technical background. In addition the company 

should possess minimum basic construction equipment commensurate with the class of 

registration (Mugasa, 1999; CRB, 2000a). It is argued that the requirement to have 

directors with technical background could reduce the presence of opportunist traders in 

the construction industry to a certain extent. 

Appendix 3.1 shows the requirements for registration of building and civil works 

contractors in different classes in Tanzania. It shows the weight attached to various 

requirements for registration, which include: staff qualifications, plant and equipment, 

office and service facilities, safety gear, financial status and the experience of the firm. 

The establishment procedure of a construction company in Tanzania will be discussed 

later in this chapter. 

3.S SUBCONTRACTING AND ITS EFFECT ON CONSTRUCTION 
INDUSTRY 

Subcontracting is widely practised in construction, both in the developed and 

developing countries. The reasons for subcontracting are perhaps well explained by Lee 

(1997:355), who is quoted below when describing the subcontracting situation in the 

construction industry in Singapore: 

"Although construction projects are awarded to registered main contractors, in practice, 
the main contractors always subcontract out nearly all labour to trade subcontractors 
(kepalas). The tender system does not encourage main contractors to provide direct 
employment to construction workers. A substantial proportion of the work on any project 
is actually carried out by the trade subcontractors, leaving the main contractors the task of 
overall management and control. Only in some smaller projects, main contractors may 
directly employ workers to carry out the works. In fact, most of the tradesmen and 
workers in the industry are employed directly by kepalas or trade contractors. The trade 
subcontractors are therefore an important component in the construction industry". 
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The above quotation though summarising what is happening in Singapore, presents the 

picture of what is happening in the construction industries of many countries in the 

world. Subcontracting of construction works is quite a common and long existing 

practice in the construction industry both in developed and developing countries. The 

need to minimize labour costs, the different skills involved at different stages of the 

construction process and the increasingly complex nature of large infrastructural 

projects that often involve multi-disciplinary expertise necessitate the subcontracting of 

various parts of the work to subcontractors and specialist subcontractors. For the same 

reasons, subcontractors may sometimes further sub-let some of their works and hence 

result in what is known as a multi-level subcontracting12 (Shing-see, 1999). 

Taking the U.K as an example ofa developed country, Winch (1998) and Wells (1998) 

reported an increasing trend of self-employed workers' operating as labour only 

subcontractors. Figure 3.7 shows the proportion of self-employed works in U.K as a 

proportion of total construction workforce between 1961 to 1997. 

Figure 3.7 shows a general increasing trend of self employed workers to a peak of about 

45 per cent in 1993. According to Winch (1998), "with this generally rising trend in 

self-employment, the use of labour only tends to be more common in large firms rather 

than small firms, in the main trades rather than specialist trades, and in building rather 

than civil engineering" 

Similarly, it was reported that subcontracting was an established part of the South 

African construction industry, and was the major form of procuring work in the black 

housing industry (Cattel, 1994). Subcontracting is also predominant in the Kenyan 

construction industry (IDS, 1999). 

12 Multi-level subcontracting is in most cases discouraged for subcontractors other than specialist subcontractors. It 
tends to place the main contractors far away from the people who execute the works and may have serious 
consequences on the quality of the work. 

79 



E 
Q» 
u .... 
Q» 
Q. 

50 

45 

40 

35 

30 

25 

20 

15 

10 

5 

Figure 3.7 Self-employed as a proportion of the U.K construction 
Workforce 1961-1997 

According to Cattell (1994), subcoiltractors employed by principal contractors fell into 

labour and materials subcontractors and labour-only subcontractors. Labour and 

material subcontractors perform specialised elements of building work and supply their 

own staff and materials. Depending on the nature of their agreement they may use their 

own equipment or some of the general contractors· equipment. On the contrary, a 

labour-only subcontractor supplies only the labour, and in many cases they perform 

unspecialised works. Normally labour-only subcontracting firms are owned by skilled 

artisans, often former employees of large contractors. 

Labour and material subcontracting entails a certain level of establishment by the 

subcontractors in terms of capital and specialization. Accordingly. in this case the 

"contractual relationship is one between capital and capital" whereby both parties have 

their capital tied up in the project (Winch, 1998: 532). In the labour-only subcontracting 
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'the contractual relationship is between capital and labour" (ibid). In the construction 

industry, labour-only subcontracting can take fonn ranging from a fully fledged 

employer of contract labour, to a ganger who takes on the main responsibilities of the 

main employer, to the agent for a gang of men, to an individual operative. Winch 

(1998:532) refers to labour-only subcontracting as a form of internal subcontracting 

whereby the main contractor retains much of the main responsibilities of running the 

project. This should be distinguished from "external subcontracting" like the labour and 

materials subcontracting where the subcontractor has increased responsibility of 

ensuring that his materials and his work conforms to the quality requirements of the 

project. 

Increased subcontracting in the construction industry could be best explained by the 

"Flexible Firm Model" (Ofori and Debrah, 1998). According to Atkinson and Gregory 

(1986) and Doeringer et al. (I 991), both cited in Ofori and Debrah (1998), the 

employers using this model divide their workers into a core of full-time employees and 

a periphery of marginal or contingent/temporary workforce. The core workforce of full­

time employees are normally well trained, participate in various functions and perform 

key activities of the organisation. Generally, this group of workers enjoy full benefits of 

employment, have 'good wages and good prospects of career advancement. To the 

contrary, peripheral workers do not enjoy the same benefits, and are mainly "part­

timers, temporary, short contract workers, out sourced or self-employed people who are 

outside the organisation" (Ofori and Debrah, 1998). 

In accordance to the Flexible Firm Model, a core of workforce provides the firm with 

functional flexibility while the peripheral employees provide numerical flexibility. 

Adoption of functional and numerical flexibility enables firms to attain financial 

flexibility achieved by reducing the number of core employees and by adjusting wage 

levels for the peripheral employees, thus limiting the firm' s financial commitment 

(ibid). In addition, the "substitution of peripheral for permanent employees helps link 

wages directly to workers' output, and gives the management greater control on the 

performance of labour (Moore, 1988 cited in Ofori and Debrah, 1998)" 
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Subcontracting could offer benefits to large as well as to small construction companies. 

For small companies, on the one hand, it could be an important source of jobs and could 

enable the companies to acquire both technical and managerial skills particularly when 

involved in large and complex projects. Subcontracting could result in a greater number 

of small firms obtaining access to work opportunities than would otherwise have been 

the case (ILO, 1987). Large companies on the other hand, through subcontracting could 

do large volumes and varieties of work. Subcontracting could also enable large 

contractors to lower their overhead costs and to specialise and invest only in important 

areas (ILO, 1987; UNCHS 1996; IDS, 1999). 

However, subcontracting is associated with several problems. The most important 

problem is the lack of incentive by large contractors to develop and train workers 

(Hillebrandt, 1988:216; Gruneberg, 1997:66). According to Gruneberg (1997:66), "the 

separation of contractors from the labour force is the heart of many difficulties currently 

faCing the construction sector. For example, this separation does not encourage 

contractors to train their workers ... " Other problems resulting from increased 

subcontracting are (Hillebrandt, 1988; Gruneberg, 1997; Winch, 1998): 

• poor quality of jobs due to poor quality of subcontractors; 

• co-ordination difficulties of a large number of small subcontractors that may be 

employed on a project; and 

• non-adherence to health and safety requirements of construction works. 

Despite the problems, labour-only subcontracting is seen as one way in which the 

formal and informal construction sectors could collaborate. According to the UNCHS 

(1991), the formal construction sector in developing countries depended on the informal 

sector to provide labour for activities such as mass concreting, masonry, carpentry 

works, etc. This dependence was attributed to the inability of large firms to employ a 

permanent labour force due to the lack of continuous workload. Indeed, the fluctuating 

workload in the construction industry could be taken as a catalyst for encouraging the 

development of an efficient informal construction sector, which would act as a buffer 

for the labour force to cater to the fluctuating demand. 
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The UNCHS (1991:41) further supported the importance of the interaction between the 

formal and informal sector. It is quoted that "if direct links between formal and informal 

sectors were strengthened, the latter would be able to produce the much needed 

construction materials and components and undertake subcontracts for the former." 

Figure 3.8 shows a possible mode of collaboration between formal and informal 

contractors. Large and medium contractors subcontract their works to small formal or 

informal contractors. Similarly, small formal contractors subcontract to informal 

contractors. The informal contractors whether acting as individuals or as small 

enterprises could further subcontract to construction labourers. Situations also exist 

where formal contractors in the same category subcontract to one another. 

Subcontrac:ting within the 
same group of COJJIraetors 

LARGE AND MEDIUM 
FORMAL CONTRACTOR 

SMALL FORMAL CONTRACTORS 
also acting as subcontractors to large and 
medium fonnal contractors 

INFORMAL SUBCONTRACTORS 
MasomylElectric/CaIpentrylPlumbing 

INFORMAL CONSTRUCfION LABOURERS 

(Adapted from Portes and Sassen-Koob 1987) 

Figure 3.8 Possible modes of collaboration between the formal and informal 
contractors. 

Bjorklof et al. (1992) while analysing the construction industry in Tanzania called for 

the teaming up of the formal and informal construction sectors to address the housing 

problems in the urban areas. The same call "of combining the basic skills and 

community acceptance of the informal sector with the financial muscle and technical 
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know-how of the formal sector" to solve housing problems was made by Nyembe 

(1994:28) when speaking of the South African housing problems. 

The provision of housing is one area where the collaboration of the informal and formal 

construction sectors could be very useful. The possible reason that could be posed here 

is the Simplicity of technology that is involved in housing, which is at the lower end of 

construction markets (Hindle 1997a). However, with proper training and proper 

subcontracting arrangements informal contractors could execute jobs that are much 

more complex. Later in this chapter the role of the informal construction sector in the 

provision of housing will be discussed. 

The ILO (1987) suggested that governments could encourage subcontracting by 

introducing appropriate policy measures. It identified two policy options: 

subcontracting preference policy and subcontracting regulation policy. The 

subcontracting preference policy, on the one hand, allows tender biases towards the 

large contractors according to the proportion of the work by value specified in advance 

as being undertaken by subcontractors. The subcontracting regulations policy, on the 

other hand, involve the client specifying in advance which parts of the contract would 

have to be carried but by subcontractors. The second option represents an intervention 

from the client, and could make large contractors add premiums to their tender quotes to 

cover for the inconvenience of working with unknown construction firms. While 

incentives could be introduced to large contractors that subcontract to the small formal 

and informal contractors, no contractor should be influenced in the selection of 

subcontractors. 
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3.6 INFORMAL CONSTRUCTION SECTOR 

3.6.1 General 

Several authors, including the UNCHS (1981), Mlinga (1998), Ngare (1998) and Wells 

(1998) have written on the importance and the need to develop the informal 

construction sector in developing countries. The sector is particularly important in the 

provision of housing for both urban and rural population at lower prices (Erkelens, 

1980; Bjorklof et 01., 1992; GOT, 2000a). Chana (1981) reported that the informal 

construction groups provided 90 per cent of all construction in the rural areas in 

developing countries, in addition to more than 50 per cent of housing in the urban areas. 

Riedel and Schultz (1977) cited in Bjorklof et 01., (1992) suggested that the dwellings 

built by the informal sector (non-regulated sector) in developing countries was about 

four times the number reported in official statistics. The World Bank (1989) also 

revealed that the informal sector built houses for about 30 and 80 per cent of the 

population in Nairobi, Kenya and in Lusaka, Zambia respectively 

Bjorklof et 01 (1992) put the figure of buildings constructed by the informal 

construction sector in Tanzania to be about 65 to 80 per cent of all buildings. According 

to Mwaiselage (1992), projects carried out by the informal contractors in Tanzania 

covered a wide range from low to high cost housing projects, costing above USS 

125,000. 

The above gives an overview of the importance of the informal construction sector in 

the developing countries and specifically in Tanzania. 

3.6.2 Informal contracton - Tanzanian context 

The definition adopted at the first meeting of the cm Task Group 29 (Wells, 1999) for 

the informal construction sector is reproduced below: 

"The informal construction sector comprises of unregistered and unprotected individuals 
and small enterprises that supply labour and contribute in various other ways to the output 
of the construction sector." 
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Based on the above definition, and in the context of Tanzania, informal contractors 

refers to enterprises or individuals carrying out and supplying labour for construction 

work without business licences and/or not registered with the CRB. 

Just like other businesses, conducting construction business in Tanzania without a valid 

business licence is a punishable offence (GOT, 1998), In addition to a business licence, 

contractors must register with the CRB: failure to register is also a punishable offence 

(GOT, 1997). The CRB is a statutory organisation established by Act of Parliament No. 

17 of 1997 and charged with the responsibility of registering and regulating activities 

and conduct of contractors in Tanzania (GOT, 1997). Currently the CRB classifies and 

registers contractors into seven classes under five categories namely, Civil works, 

Building, Mechanical, Electrical and Specialist Contractors. The various categories of 

contractors and their class limits were shown in Table 3.5. Figure 3.9 summarises the 

process followed to establish a formal construction company. , 

STEP! 
Obtain Business name as Single Ownership, 
Partnership or Limited Liability Company 

STEP 2 
.... Registration with Contractors RegistIation Board 

......... "..~ Obtain Class of Registration as Civil. Building. 
Specialist, Mechanical or Electrical Contractor 

... 
STEP 3 

Obtain Business License based on contractors' 
category and class of registIation 

Source (Muhegi, 1999) 

Figure 3.9 Legalisation process of construction business in Tanzania 

Prior to the establishment of the CRB, the procedure under the defunct National Board 

of Architects, Quantity Surveyors and Building Contractors (NBAQSBC) was 
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confusing and unclear (Mugasa, 1999). Prospective contractors were first required to 

obtain a business licence before applying for registration as contractors. Instead of 

following the order presented in Figure 3.9, applicants were actually required to fulfil 

steps one and three before going to step two. This usually resulted in confusion because 

occasions occurred where contractors with business licences were denied registration as 

they could not meet the NBAQSBC requirements, which were in most cases different 

from those of the licensing authorities. 

The CRB introduced the new procedure depicted in Figure 3.9 to ensure that 

unregistered contractors are not issued licence. Currently, business-licensing authorities 

would only issue a licence to a contractor already registered by the CRB, and actually 

the fees for licences have been set depending on the class of registration. Still, under the 

current practice there is no guarantee that a company with a business name would be 

registered as a contractor. 

Appendix 3.2 shows a flow chart used by the CRB to process contractors' applications 

for registration. The flow chart shows what would happen to a contractor's application 

to register once it has been submitted to the CRB. It is aimed to inform contractors how 

their applications for registration would be processed and to bring transparency in the 

CRB's registration procedure (Muhegi, 2000a). 

During the CRB Annual Workshop of 1999, contractors expressed dissatisfaction with 

the time taken to process applications for registration with the CRB. They proposed that 

the flow chart for processing an application should include a time frame of a maximum 

of 60 days. This was adopted by the CRB ( ibid). It is, however, still not clear how the 

CRB would be able to meet the proposed time frame to process an application, given 

that all applications from the whole country must be processed in its centralised head 

office located in Dar-es-Salaam (Mlinga, 2000). 

The CRB allows unregistered contractors (informal contractors) to operate as long as 

the value of the projects is small i.e., not exceeding Tshs. one million (U$ 1,250). 

However, three issues are raised here. Firstly, as it will be shown later in this work, 
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most of the jobs carried out by the informal contractors are labour contracts: a labour 

contract of Tshs. one million is quite substantial especially if a few individuals execute 

it in a short period. Secondly, a big project executed in phases of short intervals could 

give rise to several labour contracts with the total value exceeding Tshs. one million. 

Thirdly, a successful informal contractor could obtain many small labour contracts 

below the allowed limit, with a substantial annual turnover. In essence no guideline 

exist on the duration of the projects, the number of projects that could carried out in 

parallel and the number of projects that could be executed in a given duration by an 

informal contractor. This argument is presented to challenge the basis on which the 

ceiling set by the CRB has been arrived at. However, while this remains a challenge to 

the CRB, it is a loophole that could be used by the informal contractors to carry out 

their business unhindered (Mlinga, 2000). It was mentioned previously that informal 

contractors cany out projects with values exceeding USS 125,000, which is one 

hundred times larger than the set limit for the informal contractors. Later in this work, 

the size of projects executed by the informal contractors will be established based on a 

survey questionnaire, and will offer light on the reasonableness of the CRB's limit. 

In summary, what has been discussed above shows the boundaries within which 

unregistered contractors can operate. It was important at this stage to define the 

boundaries ~o that the meaning of the term informal contractor as used in the Tanzanian 

context is understood. 

3.6.3 Informal construction process 

Wells (1999) identified four approaches to informality in construction. One of the 

approaches is the informal construction sector composed of small enterprises and 

contract labour. This is the focus of this research. Other approaches not covered in this 

research include informality in terms of planning and regulation, informality in 

relationships between clients, designers and contractors, and lastly informality in 

construction contracts. It is important however to note that, in the last two approaches 

the actual construction may be carried out by either a formal or an informal contractor. 
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It has been suggested that the emergence of informality in planning, regulations and 

contracts in Tanzania could be attributed to laxity and bureaucratic procedures of the 

government. According to Bjorklof et al (1992), this has made informal practices 

popular even in areas where it was expected to have a fully regulated industry. 

Figure 3.10 shows the involvement of various actors in the informal and formal building 

construction process. Apart from the fact that the actors operating in the informal 

building construction process are not registered with relevant bodies, the process 

involves three main actors, the client, the contractor and material suppliers (not shown 

in Figure 3.10). 

Building InJtiative Establishing Design Construc:tion FacUlty 
process of and use 
steps requirements tendering 

Owner 

Formal Architect 

BuIlding 
Process Engineer 

Q. Surveyor 

Contractor 

Owner 

Informal 
Architect Drawings 

Building 
Process 

Engineer Drawings 

Q ill! "If 

Contractor 

Adapted from.Tegelaers (1995:55) 

Fiaure 3.10 Involvement of various actors in the formal and infonnal building 
Construction process. 
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Consultants are not involved in the informal process, unless the client can afford to 

employ one. External financiers are also not usually involved in the process. The client 

pays the costs of materials and construction from his own savings or borrows from 

friends andlor family. Lastly, the involvement of the government as a regulator is also 

limited. 

Generally, the construction professionals like architects and engineers are sometimes 

involved in the informal construction process. Their involvement is found mainly in 

planned residential areas in which it is necessary to obtain building permits. In such 

areas, clients who can not afford the services of registered consultants usually engage 

such services informally. After the plans have been approved, the clients engage a 

contractor, usually an informal one, and a consultant may be paid to supervise the 

construction informally. In other situations the clients supervise construction 

themselves. 

3.6.4 Classification of informal contractors 

According to Mwaiselage (1992), informal contractors in Tanzania operate in three 

different systems. In the first system, the informal contractor has his own gang and is 

able to undertake a number of operations on a construction site like excavation, masonry 

works, etc. In some cases, this type of contractor may undertake the construction of a 

complete house. The firm/gang owners may participate in the actual construction 

themselves or hire labour mostly on a casual basis. 

The second system involves informal contractors who possess a certain skill and 

undertake jobs limited to their area of skill e.g. roofing, steel fixing. formwork fixing, 

plumbing, tiling, etc. In this group, the contractor executes the work himself, and only 

hires a limited number of people to assist when there is a need. By using this system, the 

client is forced to hire different contractors for different stages and activities of the 

project. 
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The last group involves contractors who specialise in certain jobs like concrete pouring, 

formwork fixing, steel fixing, etc. The contractor, on securing a job, assembles gangs of 

skilled and unskilled labour to carry out the work within the agreed time frame. The 

client makes payment to the contractor who pays his own gang. 

The divisions given by Mwaiselage (ibid) are not static. The informal contractors may 

operate in each of the three systems, depending on the acquired job. However, most 

contractors prefer to operate in the first system, in which they actually acted like a 

formal contractor and entered into an informal contract with the client. Experienced 

contractors in this category could even undertake jobs categorised for class VI and vn 
in the formal sector. Even some of the small-scale formal contractors could operate this 

way when they were unable to obtain jobs in the formal sector, hence the overlap of the 

boundary between the formal and informal contractors shown in Figure 3.4. 

Currently, although the presence of informal contractors is known and is acknowledged, 

no efforts have been made to classify them. Mlinga (1999) suggested that the contractor 

classification system and framework for contractor development proposed by Milne 

(1994) could form the basis of formulation of a suitable classification system for 

Tanzanian contractors regardless of whether they are formal or not. The proposed 

classification system is shown in Figure 3.4. 

3.6.5 Ioformal construction sector and housing 

Most of the documented literature on the informal construction sector is related to its 

contribution to the provision of housing for the urban population. Several writers 

including Thomas (1995), Tripp (1997) and Sethuraman (1997) suggested that much of 

the urban population in developing countries were becoming increasingly poorer due to 

the economic restructuring programmes being implemented by those countries. This has 

made them rely largely on goods and services provided by the informal sector. The 

simple and cheap technology required for construction of residential houses and the 

high demand of housing in developing countries increases the potential of the informal 

construction sector. 
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In developing countries like Tanzania where there is no organised system either in the 

public or private sector for the provision of housing, the urban population increasingly 

settles in unplanned settlements. According to the GOT (2000a), in 1995 about 70 per 

cent of the urban population in Tanzania lived in informal settlements, which contained 

about 60 per cent of the urban housing stock. Most of these houses were built by the 

informal sector. 

The situation is the same in other countries. For example, in Kumasi Ghana the informal 

sector built 57 per cent of houses in 1988, with the construction taking an average of 

four years (Tripple and Korboe, 1998). In Nairobi, Kenya, the informal settlements 

constructed by the informal builders house 55 per cent of the population (Alder, 1998). 

Generally, in Tanzania and other African countries, little efforts have been made 

towards the provision of human settlements. For example, according to Okpala (1990), 

human settlements accounted for between 2 to 3 per cent of the total capital and 

technical assistance to the Africa region in the first half of the 1980s. For Tanzania the 

figure was 2 per cent. 

Tanzania lacks formal m.ortgage housing finance facilities. Past efforts by the 

government to introduce mortgage facilities are summarised below: 

• In 1965 the government of Tanzania established a Revolving Housing Loan Fund 

to finance renovation, construction or purchase of houses for its employees. The 

Tanzania Housing Bank (THB) established in 1973 took over the functions of this 

Fund (GOT, 2000a: 12). 

• The THB was a mortgage institution charged with the responsibility of mobilising 

domestic savings and foreign funds to make aedit available for the provision of 

housing loans for housing development in Tanzania. Due to financial constraints, 

the THB closed in 1995. During its existence of more than twenty years, the THB 

only managed to advance loans to individuals and organisations for the 

construction of 36,000 housing units in both rural and urban areas. It is estimated 
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that only five per cent of the prospective house developers obtained loans from 

this bank (GOT, 2000a: 16). 

• In 1992, due to the failure of the THB to provide its required service, the 

government of Tanzania re-introduced a Revolving Housing Loan Fund for civil 

servants. For a period of six years (1992-1998), the Fund was able to loan Tshs. 

300 million (USS 600,000) to only 161 civil servants (GOT 2000a: 12). 

The failure of the government's effort to have sustainable mortgage house finance 

facilities, has made house construction a difficult process for most households 

especially those in the low-income category. Housing in Tanzania is mainly fmanced 

from personal and family savings over a long period, on an average of eight years 

(Wells et al., 1998). This has had two implications. Firstly, it has made most of those 

wishing to construct houses look for cheap plots in unplanned settlements and engage 

cheap informal contractors to construct the houses. As explained above, 60 per cent of 

housing stock in Tanzania in year 1999 was found in unplanned settlements. Secondly, 

it has led to the non-adherence of building regulations. According to the GOT (2000a), 

most housing in Tanzania was constructed without reference to planning authorities 

even in planned areas, and this has resulted in the construction of substandard 

structures. In 1999, only 35 per cent of houses in urban Tanzania complied with the 

existing government regulations. 

The discussion above reinforces the importance of the informal construction sector. 

With the reported demand of 2,200,000 housing units in year 200013 and urban 

population increasing at an annual rate of nine per cent (GOT, 2000a), the Tanzanian 

government needs to mobilise all the available resources in the country to overcome the 

housing problems of its citizens. The informal construction sector has already proved its 

strength in the provision of housing to the urban poor. In stressing the potential of the 

informal construction sector to provide housing, Moavenzadeh (1987:96) is quoted 

saying: 

13 See footnote 2 for comments 
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"Although the need for housing in the cities of developing world is tremendous, the only 
hope of meeting that need is through the efforts of many scale finns, some in the formal, 
others in the informal sector; since the two sectors share so many characteristics, it seems 
pointless to try to judge which is the better provider of low -cost shelter. Policy makers are 
beginning to recognise that the informal construction sector has quietly been fulfilling a 
staggering percentage of demand for urban housing." 

It is suggested that mobilisation of resources .in the informal construction sector would 

assist the government of Tanzania in its goal to provide adequate shelter to its 

population as spelt out in the National Human Settlements Development Policy (GOT, 

2000a:21). 

3.7 PARTICIPATION OF INFORMAL CONTRACTORS 
IN CONSTRUCTION MARKETS 

The informal contractors' entrance in the construction markets is denied by what Hindle 

( 1996: 14) described as "barriers to entry" and "the gate-keepers". The barriers to entry 

are described as those things, which make entry to the market difficult and include 

levels of technology, access to market information, capital requirements, the rules of the 

game, access to raw materials, lack of track record/experience, scale of economies and 

customer differentiation. The gatekeepers are bodies or organisations controlling most 

aspects of entry into the market, and include the government through its regulating 

bodies, customers and those who set the rules of engagement within the construction 

industry. The relationship between the informal contractors and the construction market 

is shown in Figure 3 .11. 

Figure 3.11 shows that the construction market consists of informal and formal markets. 

Formal markets represent construction markets controlled mainly by the government, 

public institutions and the private sector in which formal contract procurement 

procedures are applied. The formal markets at the lower end consist of simple repairs 

and decorations, and maintenance of government and public properties, which because 

of accountability have to follow all formal procedures including the execution by formal 

contractors. At the upper end they may consist of complex industrial and shopping 

complexes commissioned by private investors or complex civil and building projects 
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commissioned by the government or public institutions. The complex nature of such 

projects requires more organised and more transparent approaches for delivery. 

Generally, the informal contractors do not participate in the formal markets due to the 

existing regulations, which strictly prohibit their employment in the projects or because 

they lack capacity and they are incapable to execute such works. 
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Figure 3.11 Obstacles faced by the informal contractors to enter the construction markets 

The informal markets relate to markets with no strict adherence of formal procurement 

procedures. The informal construction market at the lower end consists of individual 

house developers in which no form of documentation may be required at all, while at 

the upper end it consists of low technology industrial or commercial buildings 

commissioned in the private sector. 
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The boundary between the formal and informal markets is not very clear, especially for 

projects commissioned by the private sector. The existing regulations by the eRB, for 

example, although stipulate a need by private developers to employ registered 

contractors commensurate with the value of the projects, they do not interfere with the 

selection process of the contractors and the kind of contract between the developer and 

the contractors (Muhegi, 2000b). 

The capacity and capability of the formal contractors is such that they ~ able to 

execute jobs in both the formal and informal markets. On the one hand, the established 

large and medium contractors are expected to execute projects on the upper end of the 

formal market. However, it was discussed earlier that many execute jobs belonging to 

the lower end of the formal market and upper end of the informal mmet. The emerging 

(small) formal contractors, on the other hand, are expected to execute jobs that belong to 

the lower end of the formal markets and upper and middle ends of the informal markets. 

The informal contractors would be capable of executing jobs in the lower and middle 

end of the informal markets, and the lower end of the formal markets. The jobs at the 

lower end of the informal markets are unattractive, and therefore a preserve of the 

informal contractors. Within Tanzanian context these would consist of projects that falls 

below Tshs. one million, which is the limit set by the eRB for the informal contractors 

to operate. Projects of value ofless than Tshs. one million could also exist in the formal 

markets, but because of procurement procedures used they must as a matter of necessity 

be carried out by the formal contractors. 

Irrespective of the markets, the entrance of the informal contractors to the markets, and 

hence to the construction business is affected by what has been described above as 

barriers to entry and gatekeepers. Barriers to entry include some of the constraints faced 

by informal contractors when establishing business, and the regulating bodies like the 

eRB and the licensing authorities could be regarded as gatekeepers. Later in this work, 

the constraints faced by the informal contractors to establish business and the role of the 

eRB and the licensing authorities as gatekeepers will be discussed based on 

contractor's questionnaires. 
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3.8 THE A TI1TUDE OF THE GOVERNMENT OF TANZANIA TOWARDS 
THE INFORMAL CONSTRUCTION SECTOR 

In Chapter Four, major government policies towards the construction industry and the 

informal sector will be discussed. It is however important to mention here that a major 

government shift in favour of the informal construction sector came in 1991, with the 

conduct of the NISS (GOT, 1991a) and the release of the NCIDS (GOT, 1991b). 

The government of Tanzania through the NCIDS (GOT, 1991b) was in favour of the 

participation of the private sector in the development of the Tanzanian construction 

industry. In the document there are statements that could be interpreted in favour of the 

informal construction sector. The statements/strategies are reproduced below: 

On Design: 

• "Assistance shall be provided to informal designers in rural areas by providing 

guidelines on the proper use oflocal and other materials" (GOT, 1991b:9). 

On Construction: 

• "Labour based construction and maintenance methods will be fostered in order to 

reduce the requirement for foreign exchange and to provide for the greater use of 

localillbour" (GOT, 1991b:ll). 

• "Self-help projects, whilst not considered to be a commercial sector of the 

construction industry, are considered to be valuable means of complementing the 

efforts of the industry and as such, will continue to be encouraged particularly in 

rural areas" (GOT. 1991b:12). 

• "Contractor training and advisory services will be continued and strengthened to 

ensure efficient execution of construction and development programmes. In 

particular, labour based construction and maintenance methods will be fostered 

through specific training programmes" (GOT, 1991b:A4). 
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• "A review of the capacity and capability of all sectors of the industry will be 

undertaken" (GOT, 1991b:A4). 

• "The informal sector of the industry, especially in rural areas, will be given 

guidelines on the use of local construction materials, construction standards, 

regulations and techniques, as well as standard, simplified designs" (GOT, 

1991b:A5). 

On Construction materials. 

• "More concerted effort will be made to educate people on the use of locally 

available materials and guidelines on standards and quality control for producing 

and using materials shall be given" (GOT, 1991 b: 17). 

• "Small scale producers of building materials (e.g. building blocks, concrete 
< 

products, timber products, etc.) will also be certified as a pre-requisite for 

licensing: such registration will be made by the Board responsible for registering 

contractors. This will ensure identification, which will facilitate the monitoring of 

their activities and the standards of their products" (GOT, 1991b:28). 

On Equipment 

• "As a means of encouraging self employment in construction, arrangements will 

be made whereby artisans and small firms, on completion of their training, will be 

assisted to procure their own sets of tools and basic equipment" (GOT, 

1991b:A10). 

The above statements extracted from the NCIDS (GOT, 1991b) did not categorically 

address the informal sector, but they represented potential areas for deploying it. It was 

argued that measures which promote the use of labour only construction methods, and 

which simplify the standards and the design of construction work provide a potential for 

the use of informal contractors (Bjorklof et ai, 1992~ Salewi, 1999). 
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In general, there have been some efforts by the Tanzanian government through the NCC 

to develop the construction industry (Msita, 1998). However little has been done to 

implement the NICDS in favour of the informal construction sector. To date one of the 

problems facing Tanzanian policy makers and researchers is to know the capacity and 

capability of the informal construction sector (NCC, 2000). This would have been the 

starting point, if there were any serious measures towards developing the sector. 

There has been general encouragement of using labour intensive technologies in road 

construction which is an area where there is a possibility to explore the use of informal 

contractors. However, the emphasis has always been on formally registered contractors. 

The NCC's training programmes of labour based contractors in Tanzania qualifies 

contractors for training only if they are registered as building contractors or civil works 

contractors (Msita, 1999)14. The proposed training of contractors by the CRB would 

also focus on its registered members (Materu, 1999; Materu, 2000). 

In the building sub-sector, although there has been no positive action from the 

government to develop the informal sector, it has steadily grown unhindered. This could 

be attributed to the fact that residential houses in Tanzania are largely constructed 

informally. The interaction, which now exists between the informal and formal 

construction industry in Tanzania, is natural and no government efforts have been taken 

to enhance it (Marten, 1996). 

Various measures could be taken by the government to promote the informal 

construction sector. Marten (1996:58) suggested that the government should not 

interfere with the sector. She argued that "as long as the government does not follow a 

restrictive policy, the informal sector would probably manage itself as it has been doing 

in the past". This approach called for no positive action from the government to the 

informal sector apart from just allowing it to operate. It therefore, does not create a 

conducive environment in which it can operate. With such an approach government 

officials could continue to harass the informal sector operators, and at the same time the 

14 Interviews with Mr. Msita who is the Executive Secretary of National Construction Council. 
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operators would not know the boundaries within which to operate. It was suggested that 

the informal sector should be encouraged and assisted rather than being left to take care 

for itself (UNCHS, 1991; Bjorklof et ai., 1992). 

The UNCHS (l991) suggested two steps in developing the informal sector. The first 

step would be to create an enabling environment by coming up with clear policies that 

would encourage the sector's activities and protect the rights of those involved in it. The 

next step would be to design strategies aimed at solving problems facing the sector 

including lack of capital and credit, lack of equipment and spares, lack of technical and 

managerial skills, lack of market and customers, and lack of reliable working premises. 

Learning what other countries have done to promote their emerging construction 

industries· could assist in the formulation of appropriate strategies. For example, South 

Africa has formulated a National Emerging Contractors' Development Programme 

(Hodgson and Gwagwa, 1997; Merrifield, 1997; Hodgson and Bici, 2000) which could 

be used as a model for developing a strategy for Tanzania. The programme, amongst 

others, aims at assisting emerging contractors to (Hodgson and Gwagwa, 1997: 175): 

• gain access to the market; 

• overcome problems of inexperience, lack of managerial and marketing ability; 

• overcome financial problems i.e., lack of capital and access to credit facilities; and 

• improve their business skills and develop the trade skills of their operatives. 

The strategies under the South Africa's National Emerging Contractors' Development 

Programme are in line with the UNCHS (1991) strategies discussed above and the 

proposed Tanzanian Small and Medium Enterprises Policy (SMEP) to be discussed in 

the next chapter. 
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3.9 SUMMARY 

This chapter covered important aspects of the construction industry in developing 

countries. The relevance and significance of the formal and informal construction 

sectors to the economy of developing countries was briefly explored with particular 

emphasis on Tanzania. The role of the informal construction sector in the provision of 

urban shelter was examined to justify its importance. 

The chapter also discussed the establishment background of small construction 

companies. Special attention was given to the boundary between the informal and 

formal construction sectors, emphasising a two-way movement across the boundary, 

into and out of the informal or formal sector. A framework for contractors' 

classification, which would enable all contractors to be captured irrespective of their 

informality, was proposed. 

The chapter demonstrated that construction industries in developing countries have an 

important role to play to boost the growth of the economy and creation of employment. 

Similarly it showed that the informal construction sector is important in the economy of 

developing countries particularly in the provision of affordable shelter for the urban 

population 

The chapter also discussed the extent of subcontracting in the construction industry and 

the role it could play towards the collaboration between the formal and informal 

construction sectors. Lastly, it was shown that the government of Tanzania 

acknowledges and supports the existence of the informal construction sector but no 

concrete steps have been undertaken to develop it. 

In the next chapter a review of the policy formulation process and different policies that 

impact on the construction industry and the informal sector in Tanzania will be 

discussed. 
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CHAPTER FOUR 

PUBLIC POLICIES ON THE INFORMAL SECTOR AND 
THE CONSTRUCTION INDUSTRY IN TANZANIA 

4.1 INTRODUCTION 

One of the objectives of this research as set out in Chapter One was to establish policy 

implications on the development of the construction industry in Tanzania. The previous 

two chapters discussed the concepts of the informal sector and the construction industry 

in Tanzania. Both chapters revealed that policies could play an important role in the 

development of the informal construction sector. 

This chapter aims to capture major policy decisions in Tanzania and their effect on the 

construction industry and the informal sector. Its objective is to establish.the role that 

the policies could play in developing the informal construction sector and in shaping the 

collaboration between the formal and informal construction sectors in Tanzania. 

The chapter discusses policy issues relating to the construction industry and the 

informal sector. It also covers in brief the process of formulation of policies to highlight 

how public policies, including those that affect the construction industry and the 

informal sector, are formulated. 

A short review of Tanzanian policies relating to the construction industry and the 

informal sector is also made. This would form the basis of policy direction for the 

informai construction sector later in this work. 
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4.2 NATURE OF PUBLIC POLICIES 

4.2.1 Definition of public policy 

The term policy has been widely used in this thesis without being properly defined. 

Generally, it is used to designate the behaviour of some actor or set of actors in a given 

area of activity. Andrew et a/. (1979:5) defined a policy as: 

"a goal directed or purposive course of action followed by an actor or a set of actors in 
attempt to deal with a problem" 

Policy is different from a decision, "which is a choice among competing alternatives" 

(Anderson, 1990:5). Policy is supposed to reflect what is done, as against what is 

proposed or intended. Therefore, if the organisations or governments policy is to do 

something on a certain aspect, and nothing is done, it can be concluded that the policy 

on that aspect is that of inactivity. Hence, a definition given by Koenig (1986: 1) that, 

"public policy is a governmental activity (or inactivity)ls that affects our well being". 

Policies are not restricted to governments only. Many organisations, private and public, 

have policies that govern th~ir daily activities. However, with regard to the government, 

a public policy is defined as (peters, 2000): 

"authoritative decisions made in the legislative, or judicial branches of government that 
are intended to direct or influence the actions, behaviour, or decision of others" 

According to Anderson (1990), public policy may be positive or negative. A policy 

takes a positive form when it is implemented as intended and a negative form when it is 

not. Therefore, while governments may have policies in place for various issues or 

aspects, it is in their positive form that they are worthwhile. A good policy is one that 

can be implemented successfully and one that actually reaches the goals set for it (Linda 

and Peters, 1989). 

It is particularly important to emphasize the need to implement policies. Normally 

governments spend many resources on formulation of policies, and in some situations 

I S Inactivity as used here refers to non-implementation of a policy. 
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come up with very ambitious policies with unmatched resources for the implementation 

(CDE, 1999). Later in this chapter, key components of good policy making will be 

given which includes, amongst others, the need to insure that resources required for the 

implementation of the policy are considered during its formulation. 

4.2.2 Types of public policies 

According to Frohock (l979), public policies can be grouped into five categories: 

regulatory, distributive, re-distributive, capitalisation and ethical policies. The policies 

that regulate how people can act towards one another are tenned regulatory policies, and 

include criminal law, civil right laws, etc. The distributive policies are formulated to 

grant goods and services to the population, and may include policies that aim to provide 

education or health services to the population, etc. The re-distributive policies aim at 

"re-arranging one or more of the basic schedules of social and economic rewards" 

(ibid: 13). They aim to transfer wealth from the rich to the poor; for example, 

progressive tax policies in which the rich pay more than the poor. Capitalisation policies 

in most cases relate to policies that provide subsidies to a group of people to improve 

their productive capacity. For example, subsidies given to farmers to improve the 

agricultural industry or subsidies given to local manufacturers so that they can compete 

with foreign counterparts16
. The last group, ethical policies aim to "establish the correct 

practice for some moral issue" (ibid.: 14); for example, laws which ban abortion or 

prostitution. 

Other classifications also exist. Anderson (1990) classified public policies into 

"substantive and procedural policies" (p.IO) or into "distributive, regulatory, self­

regulatory and re-distributive policies" (p.II). Substantive policies involve what the 

government intends to do to its people. They directly distribute advantages and 

disadvantages, and benefits and costs to the people. The procedural policies are different 

from substantive policies in that "they pertain to how something is going to be done or 

who is going to take action". Self-regulatory policies, like regulatory policies described 

16 ht Tanzania. the 7.5 per cent preference margin given to local contractors under local competitive bidding of road 
works (Msita, 2000) could be considered as some form of subsidy to enable them compete with foreign contnlctors. 
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above, involve the restriction or control of some matter or group. They particularly 

intend to promote or protect interests of the members of the regulated group. 

The discussion of the groups of policies is important to enable proper conceptualisation 

of public policies. Of course, in a wide policy like the construction industry policy, the 

employment policy, etc., it is possible to encounter different groups of policy as 

discussed above. For example, a construction industry policy could be regarded as 

distributive when it addresses the aspects of providing infrastructural facilities or other 

construction services to the population. At the same time, it could be regarded as re­

distributive when directing those facilities from the more developed areas to the less 

developed ones; for example, the policy may stipulate the need to improve the less 

developed rural transport network at the expense of the more developed urban network. 

Similarly, it may be regarded as capitalisation when it has elements that favour a certain 

group of actors in the industry; for example, a construction industry policy may call for 

preferential treatment to local contractors when bidding for local contracts. Lastly, the 

policy may contain a code of conduct for professionals in the industry, in which case it 

can be regarded as being ethical. 

4.3 FORMULATION OF PUBLIC POLICIES 

4.3.1 The process of formulating public policy 

According to Jenkins (1978) and Anderson (1990), in order to understand the process of 

formulating policy, it is important to break the process into the following categories: 

policy demands, policy decisions, policy statements, policy outputs, and policy 

outcomes. 

The environment in which we live and the problems it produces gives rise to public 

policy. A policy problem can be defined as a condition or situation that produces needs 

or dissatisfaction among people and for which relief or redress is sought. Not all 

problems are important enough to warrant policy actions. However, problems which 

affect the majority of the population or a group of influential people in the politics of a 

given country, give rise to policy demands (picus, 2000). According to Anderson 

(1990), policy demands are demands for action or inaction to the problem by the 
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government, and they give rise to public policy. For example, with respect to the 

informal sector in Tanzania, the lack of recognition by government gave rise to 

continued harassment by government officials, lack of working premises and lack of 

credit facilities (Mutagwaba, 1996). This is a problem on the part of informal sector 

operators, which could give rise to policy demand, especially in a situation where it 

affects a considerably high proportion of the population, as is currently the case in many 

countries. At the same time, the informal traders could be perceived to be a nuisance 

through their occupancy of prohibited trading areas, unfair competition with the formal 

traders and their failure to pay taxes (Thomas, 1995). This is a problem, but this time it 

is on the part of the government. Either the citizens or the government therefore 

perceive problems that give rise to policy demands. 

According to Koenig (1986:2), although public policies are supposed to respond and 

solve problems, sometimes they can also give rise to problems. Diery (1999:163) refers 

to this as a notion of "policy by the way" in which an existing public policy becomes a 

chief producer of a constraint/problem which would eventually give rise to another 

policy to solve it. For example, policies on taxation although aimed at providing the 

government with the reven~e needed to run many of its programmes, could sometimes 

be oppressive to the taxpayers. For a problem to give rise to policy formulation it nmst 

get the attention of public officials and government leaders. In some cases immense 

suffering, non-compliance and hostile confrontation by the public could be necessary to 

attract attention in the government circles. 

It is important to appreciate that politics is involved in the public policy formulation 

process (Fro hock, 1979; Koenig, 1986; Williams 1998; Cockrel, 2000). According to 

Cockrel (2000:1), 'the policy process is obscure, at best, and at its worst it seems 

underhanded. Politics is involved in the process, and you need to understand it to teach 

public policy education". Because of politics, the acceptance of policy demands 

emanating from the population not in the power circles, would largely depend on how 

much the demands appeal to or threaten the people in power. In some cases, public 

policies are formulated to safeguard the interests of the rulers. For example, section 2.6 

of this thesis mentioned the influence that the informal sector could play in democratic 

elections. With the increasing number of people engaging in the informal sector 
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activities, coupled with the government's failure to generate gainful employment, 

government leaders are forced to initiate policies in favour of the informal sector to 

ensure re-election (Financial Times, 1998). 

Within a given political framework, policy demands would give rise to policy decisions, 

which are the authoritative decisions taken by the public officials. Policy decisions 

authorise or give direction and content to public policy actions. They include decisions 

to enact statutes, to issue executive orders, etc. (Anderson, 1990). 

In order for a policy to be capable of implementation, it must translate into policy 

statements. These are the formal expressions or articulations of public policy, and 

include legislative statutes, executive orders and decrees, administrative rules and 

regulations, court opinions, and statements and speeches by the public officials. They 

indicate the intentions and goals of the government and how to realise them (Anderson, 
< 

1990). Policy statements are sometimes ambiguous, and in some cases different levels, 

branches or units of government could issue conflicting policy statements. 

The worthiness of a public policy is judged in its positive form. The actions actually 

taken in pursuance of policy decisions and statements are termed policy outputs. They 

are the tangible manifestations of public policies, and constitute what a government 

does, as distinguished from what it says it is going to do. Policy outputs can normally be 

measured (Anderson, 1990). 

Implementation or non-implementation of a policy leads to the policy outcomes. These 

are the intended or unintended consequences to society that flow from action or non­

action by the government. Normally, it is difficult to measure the policy outcomes. 

Figure 4.1 shows the Amended System Model of the policy process. It shows how the 

different factors discussed above are related. Attention is drawn to the cyclic nature of 

the policy formulation process as shown in the figure. As discussed before, a public 

policy could give rise to more problems than those that it intends to solve. According to 

Diery (1999:163), pubic policy making is a precarious venture which may result into 

externalities and unanticipated consequences alongside the intended outcomes." While 
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not all the unanticipated consequences may be bad; the bad ones can create problems, 

which in turn call for policy action, and the process starts allover again 
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Figure 4.1 The Amended Systems Model of the policy process. 

In its simple form, the amended systems model shows what is happening in the policy 

formulation process. The model captures the influence of various groups, parties and 

organizations in the policy making process. The mediating variables represent the 

various groups, which gave rise to policy demands, and therefore beneficiaries of the 

formulated policies. The struggles within groups and with the government would 

largely influence the policies formulated. Similarly. the political system is a major 

determinant in the nature of policies formulated. For example, as will be discussed later 

in this chapter, in Tanzania, during the era of the political system of socialism and self­

reliance, economic policies were directed towards state and public ownership. 

Policy formulation process involves a sequential pattern of actions involving a number 

of functional categories of activities that can be analytically distinguished. The different 
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categories of activities making up the policy formulation process are summarized in 

Figure 4.2 . 
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The CDE (1999) argued that many public policies suffer problems of implementation 

due to the neglect of basic components of good policy making as summarized below: 

• Understanding the department, policy, programme or system needing changes. 

This in essence calls for the proper identification of the problems that need policy 

intervention. 
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• Identification of alternative courses of action prior to developing the policy. For a 

selected course of action, it must be clear why it was selected. 

• Identification of consequences of the policies to be implemented before 

proceeding. This leads to the selection of the best course of action, which would 

minimize unwanted consequences. 

• Establishment of costs and benefits of each potential course of action before 

adopting the policy. 

• Identification of all relevant stakeholders, and establishment of their views about 

the policy and how they would react to it. This could be achieved through 

consultation. 

• Setting of targets, which are not very ambitious and difficult to implement by the 

government. It is better not to promise anything rather than promise something 

that can not be delivered. This calls for the assessment of the capacity (human and 

financial resources) in the country and the bodies that would implement the policy 

to see whether the available capacity matches that required to implement it 

successfully. If the available capacity is less than that required, then it may 

necessitate revisions in the proposed policy or in the time frame for its 

implementation. 

• Measurement of chosen policy approach against important government values, 

principles and policies to ensure reasonable consistency. This calls for identifying 

the political system of a country and making sure that policies conform to it. It 

also calls for co-ordination in the formulation of various policies to ensure that 

they do not contradict each other. Policies formulated at the provincial or local 

government level are particularly prone to contradiction with those of the central 

government. 

• Classification of the roles to be played by different officials, institutions and other 

actors in order to implement the policy successfully. 
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• Preparation of a programme for implementation and prioritization of the 

implementation measures accordingly. It is always impossible to deal with 

everything at once, and sometimes it is impossible to make progress unless certain 

goals have been achieved first. A properly prepared programme of 

implementation takes care of the priority of different measures. 

The CDE (1999:20) particularly recommended that for proper implementation of 

policies, "policy advocacy" should be replaced by "policy analysis". The CDE (ihid) 

defined policy analysis "as a structured way of thinking about choices before deciding 

on a particular course of action". Its enables making of rational and informed choices on 

the best course of action where a number of alternatives exist: It helps policy makers 

identify why one course of action is preferable to another. In addition, it enables 

officials to assess the strengths and weaknesses of a policy before implementing it, and 

therefore help them to decide whether a policy should be adopted or not. 

4.3.2 The acton in the formation of public policy 

Public policies almost invariably affect everybody, but its making may involve only a 

few individuals. Authorities are responsible with the formulation of policies in the 

political system. According to Anderson (1990:5), the authorities are "engaged in the 

daily affairs of a political system", and their actions "are accepted as binding most of 

the time by most members of the system so long as they act within the limits of their 

roles". Authorities include elders, paramount chiefs, executives, legislators, judges, 

administrators, councilors, monarchs, and the like. 

Anderson (ihid.) further argued that the initiation of a policy process does not 

necessarily involve those involved in making the policy itself. Different interest groups 

in the society or even the general population may trigger a policy process. When a few 

individual "elites" are entrusted with the task of making policy it gives rise to what is 

known as an "elite theory of policy-making" (Koenig, 1986: 14, Anderson 1990). 

According to Anderson (1990:28), policy making by elites "reflects the values and 

preferences of a governing elite" rather than the demands and actions of the people. An 

example of policies under this category includes taxation policies made by state and 
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local executives and legislatures. However, it could be argued that the demand by the 

people to be provided with services indirectly gives rise to the need by the state and 

local governments to formulate policies on taxation or other related issues. These 

policies, although necessary to raise funds needed for development, could be unpopular 

to the people. In principle, the elites are expected to be rational in their decisions and 

formulate policies representing the interests of the pUblic. However, situations are 

known where they have formulated policies that are costly, disastrous, and erroneous 

(Koenig, 1986). 

The group theory of policy making asserts that policy making is an outcome of 

struggles between groups (Koenig, 1986; Anderson, 1990). Groups in this case are 

regarded as a collection of individuals with shared interests. It is argued that "when 

groups fail to achieve their goals sufficiently through private action, they may resort to 

politics and public policy-making to advance their interests"(Koenig, 1986: 16). Usually 

groups use resources within their reach to influence the legislature or executive 

bureaucracy in the policy formulation process. 

The citizens, in countries with democratic systems, can influence policy decisions. This 

has been termed as the "citizen participation theory of policy making" (Koenig, 

1986:20). T.he election manifesto of a political party is actually a public declaration of 

its policies. Through the election process, the citizens choose between alternative 

policies and the competing candidates who identify with specific policies. Democratic 

elections is the only powerful tool that the citizens could use to identify themselves with 

policies which represent their interests or shun policies deemed to affect them. 

According to Wagschal (1997:223), "the Swiss electorate often blocks expenditure 

increases requested by the government", particularly if they are not satisfied with the 

nature of expenditures. 

Despite the power of citizens to influence policies, in many developing countries where 

majority of the people are poor, people have been excluded from the policy making 

process and often marginalized (Robb, 2000). It should be appreciated that enabling the 

people, particularly the poor, to participate in the formulation of the policies can lead to 

their empowerment, and make policy implementation easier (ibid). 
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The extent to which the public accepts a policy could sometimes be explained by 

knowing who gave rise to the policy. Since most of the public policies are directed to 

the general population, their acceptance would largely depend on the extent to which the 

public was involved in the formulation process. One of the basic components of good 

policy making, as suggested by the CDE (1999), is to ensure public participation in the 

formulation process. It is therefore important to identify all relevant stakeholders in a 

policy and ensure that they participate through soliciting their opinions on the contents 

and effects of the policy. To ensure acceptability of policies prepared without wide 

public input, it may be important to educate the public on the objectives and the benefits 

of the policies prior to their implementation. 

It could prove necessary to organize different meetings of stakeholders so as to ensure 

adequate participation of the public in the policy formulation process. An example can 

be borrowed from the formulation of the construction industry of South Africa. 

Following the release of the Green Paper (Department of Public Works, 1997), a 

number of groups were established, and workshops and conferences were convened to 

discuss various aspects of the policy (Department of Public Works, 1999a). The 

different meetings of the task team, reference groups and focus groups, and various 

workshops coupled with the ample time given for various stakeholders to discuss the 

Green Paper ensured wide consensus with regard to different issues that needed policy 

intervention (Rwelamila, 2000). 

4.4 POLICY EVALUATION 

4.4.1 Policy impact 

Policy evaluation in its formal sense is an examination of the effects of policies and 

programs on their targets in terms of the goals they are intended to achieve (Fischer, 

1980; Koenig, 1986: 184; Anderson, 1990; Cockrel, 2000). According to Cockrel 

(2000) "after a new policy is implemented, advocates, opponents, or other interested 

parties begin to consider the its implementation and consequences. At this point, the 

final stage of policy making has begun. Either through formal means such as data 

analysis or through informal means such as citizen reaction, evaluating a policy reveals 

its success, failure, or the need for modification". It is important to note that policy 
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evaluation could occur throughout the policy process and not simply of the last stage as 

depicted in Figure 4.2. It is a very important process, and in some cases, it may restart 

the policy process in order to continue, modify or terminate existing policy. 

In evaluating a policy, one needs to look at its impact on both the intended and 

unintended objects. According to Anderson (1990:223-226), impact of a policy has 

several dimensions: 

• The impact on the public problem at which it is directed and on the people 

involved. This entails the knowledge (Le. definition) of the target group, and the 

intended effect of the policy. It is important also to establish the unintended 

consequences of the policy. 

• Policies may have effects on situations or groups other than those {It which they 

are directed, sometimes referred to as "externalities or spill-over effects". 

• Policies may have long-term effects i.e. they may impact on the future as well as 

the current conditions. For example, the effects of an educational policy which 

aims at ensuring every school age going child goes to school will be felt for a long 

time to come and will be there to stay. 

• Policies have direct as well as indirect costs. While direct costs incurred by the 

government in implementing the policy are easy to determine, those incurred by 

the private sector may be difficult to determine. The indirect costs experienced by 

the public e.g., inconvenience, dislocation etc. are in most cases difficult to 

measure. It should also be reminded that just as it is difficult to measure the 

indirect costs of implementing a public policy, it is equally difficult to measure its 

indirect benefits for the public. 

As discussed previously, it is always in the interest of the policy and its implementers to 

establish the impact of the policy during its formulation. By addressing the impact at the 

formulation stage, a decision can be made on whether to proceed with the 

implementation of the policy or not, and where necessary design mitigating measures 

for undesirable effects of the policy (Nachimias, 1979 cited in Koenig 1986: 191). 
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It should always be the intention of policy makers to see that policies have the intended 

impact on the public problems they aim to solve. Unfortunately, this is not always the 

case. A variety of reasons described below may cause the policy not to attain its goals 

(Anderson, 1990): 

• Inadequate resources devoted to dealing with the problem. 

• Administering the policies in a fashion that lessens their impact 

• Addressing policy to only one or a few factors that are the cause of the problem. 

• Response or adaptation of people to the public policies in such a manner as to 

negate much of the policy impact. 

• Policies may have incompatible goals that bring them into conflict with one 

another. 

• The solutions for some problems may involve costs that are greater than the 

problems. 

• Many public problems may not be soluble, or at least not completely. 

• The nature of the problem at which policy is directed may change while policy is 

being developed or applied. 

• New problems may arise that distract the attention and action from a given 

problem. 

What has been discussed previously could act as a guideline in analyzing the success 

and/or failures of policies towards their intended goal. Although considered as 

guidelines for analyzing policies, the discussion above could also offer a guide in the 

preparation of policies. By adhering to the positive aspects and avoiding the negative 

ones, the formulation and implementation processes of a policy could be streamlined to 

maximize its impact on the intended objects. 
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4.4.2 Problems in policy evaluation 

It is important to appreciate some of the problems that may be encountered in trying to 

evaluate some of the policies. Anderson (1990:228-235) identified about six problems: 

• Uncertainty over policy goals i.e. when the goals of a policy are unclear, diffuse, 

or diverse, then it becomes difficult to determine the extent to which they have 

been attained. 

• Causality: i.e. in some cases it is not easy to determine whether changes have 

occurred because of the implementation of the policy. In some situations, changes 

may happen with or without the policy. 

• Diffuse policy impact: i.e. policy actions may affect groups other than those at 

whom they are specifically directed. 

• Difficulties in data acquisition: Unavailability of accurate and relevant statistical 

data and other information can make the process of evaluation difficult or 

impossible. The unavailability of data or information could be due to the improper 

keeping of relevant data and information or the mere reluctance of those with 

information to disclose it. 

• Official resistance: Behind any policy implementation there will always be the 

"beneficiaries and implementers". Either party will resist evaluation, and may 

offer misleading information if it perceives that the results of the evaluation will 

not be in its favour. 

• A limited time perspective: Time dimension of the policy is an important aspect 

that must be considered. Any evaluation done before the maturity of a policy is 

unfavourable and may yield unsatisfactory results. 

• Evaluation lacks impact: On .some occasions, the interested parties may ignore or 

attack the results of policy evaluation as inconclusive or unsound if the results do 

not fall in their favour. 
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Despite the existence of highly systematic systems of evaluating public policy (Koenig, 

1986; Anderson, 1990), in this research an informal and unstructured evaluation of 

Tanzanian policies relating to the construction industry and informal sector was made. 

The evaluation looked at the existence of such policies, their formulation process and 

the intended objectives; and whether they meet the requirements of the construction 

industry and the informal sector. The evaluation was based on secondary information 

(information documented in literature). The use of primary information (information 

obtained through interviewing implementers of the policies and the objects of the 

. policies) was excluded due to time constraints and costs that are required to effectively 

carry out such a survey. 

4.5 BACKGROUND TO TANZANIAN ECONOMIC 
POLICY FRAMEWORK 

In order to appreciate different policies in Tanzania, it was important to discuss the 

political system of the country since its independence. As discussed previously, the 

political system of a country at any given time is responsible for shaping the major 

policy decisions that are made. 

Tanzania attained its independence in 1961. For seven years (1961-67) following its 

independence, it promoted the capitalist economic system, which it had inherited from 

its British rulers. The government then supported the growth of the private sector and 

this resulted in increased foreign investment and brought significant increase in the 

economic performance of the country (Kenti and Mushi, 1995). 

In 1967, the Arusha Declaration came into force. It signaled the end of the capitalist free 

market economy and paved way to a political system of socialism and self-reliance. 

According to Maiyamkono and Bagachwa (1990:1), "this was deemed necessary in 

order to develop a locally based economy which would bring structural changes, foster 

equity and hasten rural development". The Arusha Declaration in effect made the 

government control all major economic activities in the country including banks, 

industries and commercial farming. Multitudes of parastatal organizations were 

established to take up this challenge, and the private sector was "deliberately suffocated 
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and denied all access to both the environment and the means to grow and thrive" 

(Mutagwaba, 1996: 1). 

With respect to the construction industry, this meant socializing it and relying on the 

public sector to provide most of the construction services1
'. The first ten years of the 

Arusha Declaration were used to establish public construction organizations (Bjorklof et 

al., 1992). In terms of employment, the Arusha Declaration emphasized rural 

development where most of the Tanzanians would be involved in rural farming, instead 

of migrating to the cities in search of paid employment (Malyamkono and Bagachwa, 

1990). 

However, due to a number of reasons, the political system of socialism and self·reliance 

failed to bear the expected fruits of economic growth and empowerment. According to 

Malyamkono and Bagachwa (1990: 1), "in the 1970s economic performance weakened 

and by the early 1980s the country had plunged into an economic crisis of 

unprecedented proportions". For example, the GDP growth per annum that averaged 6 

per cent between 1960·69 fell to 4.9 per cent between 1970-79. It went to as low as 0.6 

per cent between 1980-85. Other economic indicators are given in Table 4.1 

Table 4.1 Tanzania's economic performance 1960-1985 

ODPgrowth ODP/Capita growth Inflation rate Investment as Trade Balance 
per cent per per cent per annum Pcrcenlper per cent ofODP Mil1ionUSS 

annum anrwm 
1960-69 6.0 3.3 7 14 -34 
1970-79 .., 1.8 12 20 -190 

1980-85 0.6 -2.2 30 19 -456 

Source: Mutagwaba (1996:3) 

Some of the reasons attributed to the failure of the system were related to socialist 

policies that were formulated in line with the political system. These policies, on the 

one hand, led to the nationalization of major means of production and the establishment 

of a state directed economy. This had an effect of dampening foreign investment that 

17 Two parastatal organization were established: NatiOll8l Estates and Design Co. Ltd. (NEOCO) to deal with design 
and Mwananchi Engineering Construction Company Ltd. (MECCO) to deal with construction of building and civil 
engineering works. Currently NEDCO has been privatized and MECCO is in the process ofbeing privatized. 
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was important in transforming the country's economy from being agricultural to 

industrial based. On the other hand, the government embarked on massive social 

welfare programmes for its citizens, which could not be supported by the economy. 

Through the same policies, Tanzania felt that it had a moral obligation to assist in the 

liberation struggle in Southern African countries. The support in this struggle together 

with its war with Uganda in 1979 to 1980 further increased the Tanzanian economic 

crisis (Malyamkono and Bagachwa, 1990; Mutagwaba, 1996). 

In the 1980s the Tanzanian government, with pressure from the Word Bank, the IMF 

and other donor organizations undertook some economic reform measures. These led to 

a decreased participation of the public owned parastatals and increased participation of 

the private sector in the economy. 

In 1991, the Zanzibar Declaration came into force, and it modified many aspects of the 

Arusha Declaration (Tripp, 1997). Although Tanzanian leaders to-date still proclaim 

that the official economic policy of the country is that of socialism and self-reliance, the 

introduction of the Zanzibar Declaration saw a rapid increase of capitalist elements in 

the economy. Of importance was the overall increase in the participation of the private 

sector in many sectors of the economy. Most of the government owned parastatals were 

privatized and the process is still going on. According to Rubambe (2000), by 

December 2000, about 330 parastatals had been privatized out of the earmarked 395 

parastatals since the privatization process started in 1992. The remaining 65 parastatals 

are scheduled for privatization up to year 2003. 

The implementation of economic recovery programmes instituted in the mid 1980s 

resulted in the improvement of the economy. Between 1986-92, the annual average 

growth of the GDP was 4 per cent compared to 0.6 per cent between 1980-85. During 

the same period there was a rise of 1.5-2 per cent in the per capita income compared to 

the decline of 2.2 per cent between 1980-85 (GOT, 1993). The growth rate of GDP 

1991-95 was 2 per cent per annum, the fall being attributed to severe drought the 

country faced during the period. Between 1996-97 the GDP growth rate increased to 3.8 

per cent per annum (ILO and GOT, 1998). The GDP annual growth rates for 1998 and 

1999 were 4 and 4.8 per cent respectively (GOT, 2000b). 
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Given the country's big debt burden, which has accrued since the early 1960s, the 

benefits of an improved economy were not registered to people. For example, debt 

servicing grew from 5.9 per cent of the GOP in 1986/87 to 7.4 per cent of the GOP in 

1991/92 (GOT, 1993). In 1998/99 and 1999/200 the government spent 22 per cent of its 

income to service its external debt. The same percentage was planned for the financial 

year of 2000/2001 (GOT, 2000b). Actually, the implementation of economic 

restructuring programmes has aggravated the employment problem. For example, 

between 1993-1995 a total of 30,460 employees18 were retrenched (Mjema, 1999) and 

. since then more workers have been retrenched in the privatization of loss making 

parastatals (pSRC, 2000). 

It was discussed in Chapter Two that economic hardship forms a breeding ground for 

the informal sector activities. It is argued that as long as the annual debt servicing 

remains above the annual GOP growth rate, the economic hardships facing the country 

will continue to increase resulting in the increase of the informal sector. 

4.6 GOVERNMENT POLICIES TOWARDS THE 
CONSTRUCTION SECTOR 

4.6.1 The role of policy in developing the construction industry 

The ao (1987) and the UNCHS (1996) cited inappropriate government policies and 

their co-ordination as being one of the problems hindering development of the 

construction industries in developing countries. The UNCHS (1996: 50) observed that 

"few developing countries had comprehensive plans or policies for addressing problems 

confronting the construction industry. The industries were taken for granted and were 

ignored in the national development plans". 

According to Kirmani (1987) cited in Msita (1998), governments have an important role 

to play in developing the construction industry. He stated that: 

" .... government commitment is an essential requirement for the development of 
construction capacities in member countries. Government must, not only have a general 

18 Most of the retrenched worken end up establishing businesses, formal and informal, thus leading to an increased 
competition in the respective markets. 
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objective of developing a domestic construction industry, it must be prepared to support a 
nascent or ailing industry through responsible financing and contracting of its public 
works construction and maintenance, and through introduction of policy and procedural 
reforms to remove constraints which affect the industry." 

The ILO (1987) identified three categories of policy interventions that are necessary for 

the development of the construction industries of developing countries. These are: 

• Policies to improve small contractors' access to work; 

• Policies to create a more favourable business environment; and 

• Policies and programmes for training and technical advice. 

As discussed previously, one of the difficulties facing small contractors is their inability 

to obtain work. Governments, being one of the major clients, particularly in public 

sector works, could improve the situation by devising appropriate policies to improve 

access to work. The ILO (1987) listed ten areas of intervention, which could fall under 

three groups: 

• Creation of jobs in the public and private sector; 

• Preferences or tender biases to big contractors subcontracting to 

small contractors; and 

• Simplification of tendering procedures and tendering documents, 

and standardization of design. 

It was suggested that the adoption of the above policy measures would make jobs 

available in the market, and therefore facilitate the effective participation of small 

contractors. 

A harsh business environment was also cited as one of the problems inhibiting the 

growth of small contractors. The governments, through appropriate policy measures, 

could introduce a business environment conducive for the small contractors to operate. 

These include: 

• Relaxation of contractors licensing and registration procedures; 

• Relaxation of tendering requirements; 
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• Improving contractors access to financing, materials, tools and equipment; and 

• Improving contractor payment procedures. 

Policy measures could also be introduced to overcome the contractors' owner-related 

problems being mainly the lack of technical and managerial expertise. This could be 

achieved through training and provision of advisory services (Materu, 2000; Sengenge, 

2000). 

However, it is important to realize that policy intervention measures taken to develop 

the construction industry would not work if the country's economy is poor. A good 

economy is important as it creates demand for construction services. According to 

Kirmani (1987), cited in Msita (1998) "the industry, and any interventions designed to 

support it cannot prosper without a sustained demand for construction services". This 

calls for macroeconomic policies, which stimulate the growth of the economy. 

4.6.2 Tanzanian policies towards the construction sector 

A landmark in the construction industry in Tanzania came in 1977 after the conduct of 

the Local Construction Industry Study (LCIS) (GOT, 1977). The purpose of the study 

was to review conditions of the Tanzanian construction industry and recommend 

appropriate measures that were to be taken to improve the efficiency and capacity of the 

industry. The study found that: 

• There was a shortage of resources including building materials, equipment and 

spare parts, and skilled manpower, causing a high dependence on foreign 

resources. 

• Private firms controlled most of the building industry, and most of them were 

small or medium size family firms with low capacities and were often owned by 

non-citizens. 

• The construction costs were very high in comparison with developed countries. 

• There were no Tanzanian standards, resulting in the common use of British 

Standards and Codes of Practice, sometimes inappropriately. 
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• There was a lack of communication between research institutions. This also 

manifested itself in most institutions in the field of construction that worked in 

isolation, with little information on what other institutions were doing. 

The LCIS concluded, amongst others, a need to improve planning, co-ordination and 

communication through the establishment of a Construction Council and strengthening 

of the Planning Unit of the Ministry of Works. The Construction Council was to be a 

forum for discussing problems and making recommendations, and could establish task 

groups to tackle special problems. The Planning Unit was to monitor capacities in the 

sector, support other ministries with adequate statistics for planning purposes, co­

ordinate long term and annual planning on construction requirements and form the 

secretariat of the Construction Council and its task groups (GOT. 1977). 

. 
Based on the recommendation of the Study, the NCC was established in 1979 by an Act 

of Parliament No. 20 as a parastatal organization under the Ministry of Works (GOT 

1979). and became operational in August 1981. The NCC was vested with the 

responsibility of promoting the development of the Tanzanian construction industry. 

At the time of conducting the LCIS and establishing the NCC, the development vision 

of Tanzania was based on centralized policies of socialism and self-reliance. This 

entailed the creation of a state economy. Thus. participation of the private sector was in 

essence a temporary phenomenon and was to be decimated in time. The LCIS was very 

clear on this as quoted (GOT. 1977:40): 

'''The aim of the government is to try as hard as it can to use public institutions for 
construction works so as to eliminate exploitation which is being done by groups or 
individuals. The way to increase that ability is to ~ and develop public co-operation 
which exist now and if there is a need, which there is, to form new construction groups." 

The success of the LCIS is mainly reflected in the NCC's successes (Msita, 1998). The 

NCC spearheaded the development of the construction industry in Tanzanian in a 

number of areas, including: 
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• Promotion of the establishment of professional association and allied 

organizations. The following associations were established through the initiative 

of the NCC: the Association of Consulting Engineers Tanzania (ACET), the 

Tanzania Building Contractors Association (T ABCA)19 and the Architectural 

Association of Tanzania (AAT). Others are the Tanzania Institute of Quantity 

Surveyors (TIQS), the Tanzania Roads Association (TRA), the Tanzania Civil 

Engineering Contractors Association (TACECAio and the Tanzania Institute of 

Arbitrators (TIA). The establishment of these associations was important for 

effective co-ordination of the actors in the construction industry. 

• Improvement of the construction industry performance through training. The 

NCC has conducted several seminars and short courses on a number of topics and 

to a wide range of construction professionals. Since 1987 it was involved in 

general contractor training in construction and maintenance of road works, and 

since 1992 in contractor training in labour-based road rehabilitation methods. 

• Advisory services to contractors as well as clients. The services included 

consulting assignments to review tender evaluations, selection of consultants, 

assessment of training needs, packaging of work and contract/project management 

issues. This also included conducting technical audits at various stages in a 

project's life cycle. 

• Settlement of disputes. This was achieved through the publication of Arbitration 

Rules and maintenance of a list of arbitrators. The NCC co-ordinated the 

arbitration processes and acted as a link between the arbitrating parties. 

• Promotion of optimum use of local construction materials. This was achieved 

through research, seminars, exhibitions, and publication of a directory of locally 

manufactured construction material s. 

19 All the associations are still active with the exception of TABCA which bas been dormant from about 1992 
(BICCO, 1996). 

20 TACECA members are civil works contractors only. Currently there are efforts to establish a contractor's 
association that will cater foc all groups of contractors in the CRB' s categories. 
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• Research activities on issues affecting the construction industry. With the 

exception of the research aimed at establishing a schedule of rates and labour 

productivity constants, the main pre-occupation has been on studies on the status 

or finding a solution to certain constraining conditions in the industry. 

• Documentation and dissemination of irformation relating to construction 

activities. This was achieved through the establishment of a small reference 

library, seminars, and a newsletter, a journal and publication of various 

documents. Published documents include: Code of procedure for tendering for 

civil and building works in Tanzania, Standard conditions of contract for building 

works in Tanzania, Arbitration rules, Directory of construction materials, 

Technical audit guidelines and Guidelines on contract administration. 

• Advisory role to the government on strategic interventions needed for the 

development of the industry. Some of the interventions included: The National 

Construction Industry Development Strategy (NCIDS) issued in 1991 and 

development strategies for local contractors and consultants. Currently the NCC is 

co-ordinating the formulation of the Construction Industry Policy (CIP) to 

supersede the NCIDS. The Council is also spearheading the establishment of 

Construction Industry Development Trust Fund (CIDTF), which is expected to 

solve financial problems experienced by contractors (Kaduma and Msita, 1999). 

In 1991, the government of Tanzanian issued the NCIDS21. The objective of the NCIDS 

was to encourage the development of infrastructural facilities through the optimum use 

of existing resources (GOT, 1991b). It further aimed to develop an efficient and 

effective construction industry competent to meet the requirements of the infrastructure 

development within the country's overall development objectives. The strategy focussed 

on many aspects of the Tanzanian construction industry including planning, design, 

construction, maintenance, resources, research and development, regulatory measures, 

and organizational framework of the industry. 
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The NCIDS came into effect almost 15 years after the LCIS and 10 years after the 

establishment of the NCC; however, at the time of its inception the construction 

industry was still beset by almost the same problems identified by the LCIS. Actually, 

some of the problems in the NCIDS were a manifestation of the failure of the political 

system of socialism and self-reliance which was actively pursued by the country before 

1985. These problems include (GOT 1991b: 2): 

• Lack of clear developmental objectives for the industry; 

• Heavy dependence on foreign resources such as materials, equipment and expertise 

which continued to be supplied largely by foreign consultants and contractors~ and 

• Control of the building sub-sector by small or medium size family ftrIlls operating 

at low levels of capacity and with inadequate working capital. 

The objectives of the NCIDS largely coincided with the recommendations of the 

LCIS towards the development of the construction industry. Unlike its predecessor, 

the NCIDS encouraged the participation of the private sector in the construction 

industry and the use of the informal sector particularly for rural housing. 

The LCIS and NCIDS were all conceived under the Ministry of Works, which is 

generally regarded as responsible for the development of the construction industry. 

However, the construction industry is affected by and/or depends on decisions of 

many actors including the Planning Commission, different ministries and 

government institutions, donor organizations and the private sector. These actors 

affect or influence the construction industry through planning, co-ordination and 

policy, financing, regulation, physical planning, supply and distribution of 

construction materials and equipment, execution of construction works and skills 

development and technological enhancement. The development of the construction 

industry should therefore be a concerted effort of various bodies and organizations 

that are positively or negatively affected and/or involved in construction activities. 

21 The fonnulation of NCIDS was to a large extent due the pressure of the World Bank. which at the time was 
fmancing the Integrated Road Project aimed to improve the Tanzanian road network. 
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4.7 GOVERNMENT POLICIES TOWARDS THE INFORMAL SECTOR 

4.7.1 The role of policy in developing tbe informal sector 

The UNCHS (1991) suggested that an important juncture towards developing the 

informal sector would be attained by creating an enabling environment. This entails 

coming up with clear policies to encourage the sector's activities and protect the rights 

of its actors, followed by designing strategies to solve problems facing the sector. The 

most documented problems of the informal sector operators include lack of capital and 

credit, lack of equipment and spares, lack of technical and managerial skills, lack of 

market and customers and lack of reliable working premises (ILO, 1972; UNCHS, 

1991) 

The UNCHS (1991) gave some of the strategies for developing the informal sector. 

They could be summarized into three groups: 

• Policy Intervention measures: The emphasis here is to provide an enabling 

environment for the informal sector to operate; which calls for the introduction of 

appropriate policies that shall support, address and reduce the severity of the 

problems facing the s~tor. 

• Marketing and Financial measures: The informal sector should be supported 

financially by making credit available on soft terms. In addition, markets should 

be created for goods produced by the sector, and this could be achieved by 

establishing proper links with the formal sector and encouraging government 

departments to purchase from the sector. 

• Training measures: The informal sector operators should be trained in business 

and marketing skills required to run a profitable business. In addition, their 

technical skills should be upgraded to improve the quality of products produced. 

• Technological measures: There is a need to create regulations, standards, codes 

and specifications for the production and use of items produced by the sector. 
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The informal sector caters for the needs of a wide population in Tanzania, including the 

employed and unemployed, the low and middle-income people, etc. Its inputs and 

outputs cover a wide range of industries i.e. construction, trade, manufacturing, mining 

and quarrying, transport and communication, etc. Therefore policy intervention to 

promote the sector should be a co-ordinated effort of all stakeholders. Mutagwaba 

(1996) classified the policies governing the operation of the informal sector into: 

regulatory policies, global policies, and promotional policies. 

Regulatory policies provide a regulatory environment within which the informal sector 

can exist, and include: regulations concerning licenses~ minimum standards of hygiene 

and building infrastructure for the workplace and for the output of the enterprise~ 

national and local taxes~ and formal accounts in business operations. Most of these 

regulations are considered stringent to most of the informal sector operators. 

Global policies relate to policies that regulate the economy and make it grow. The 

informal sector would thrive well in a good economy. Macro and anti-inflationary 

policies for the economy would set an appropriate environment for the activities of the 

informal sector. Other policies falling under this category which affect the activities of 

the informal sector include foreign exchange and trade policies, monetary and credit 

policies, fiscal policies, infrastructure policies, labour laws and regulations and training 

policies. 

Finally, promotional policies involve the creation of an explicit legal and institutional 

framework for the sector. It also involves the creation of institutions to assist the 

informal sector with technical and economic services, credit services, provision of tools 

and raw materials, training and marketing assistance. 
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4.7.2 Tanzanian policies towards the informal sector 

According to Kenti and Mushi (1995), prior to the Arusha Declaration there was little 

need to develop informal sector businesses as the unemployment was low and basic 

human needs were satisfied. People in the rural areas gained employment on plantations 

while those in the urban areas worked for the government or in the factories and 

services sector. This was at a time when a capitalist, free market economy was the 

policy of the country. 

The Arusha Declaration, which became operational in 1967, had two major implications 

for the informal sector activities. Firstly, because of the economic hardships it brought, 

it left people with no alternative other than to engage in the informal sector activities 

(Malyamkono and Bagachwa 1990; Tripp, 1997). The economic hardship manifested 

itself in the shortage of basic commodities, and a fall in real incomes due to high 

inflation and high unemployment among the urban population. Secondly, while it 

created the need to engage in the informal sector activities, it was not in favour of the 

existence of such activities. According to Kenti and Mushi (1995:50), the government 

regarded the informal sector activities as corrupt since they "challenged the socialist 

notion of an egalitarian and classless society". 

Therefore, in the 1970s and 1980s there was generally an increasing need for the 

informal sector activities to alleviate economic hardships which people were facing. At 

the same time, the government was waging a war against such activities. Kenti and 

Mushi (1995:51) enumerated a number of events by the government to eradicate the 

informal sector activities. These included: 

• The abolishing of the issuance of urban trading licenses to self-employed traders 

in 1973. 

• The attempts to re-settle Dar-es-Salaam's self unemployed in Ujamaa (socialist) 

villages in 1976; 
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• The enactment of a Penal Code amendment in 1983, which branded the self­

employed as unproductive and as idle disorderly persons who were to be banned 

from towns. 

• The passing of the Human Resources Deployment Act in 1984, which introduced 

official identification cards in an attempt to rid towns of idlers and loiterers i.e., 

the unlicensed self-employed. 

According to Kenti and Mushi (1995:51), the above government policies to eradicate 

the informal sector activities had one major shortfall; they failed to differentiate 

between "bona fide operators with established businesses and those who were either 

unemployed migrants or undertaking criminally illegal activities". 

The informal sector continued to thrive despite the concerted effort by the government 

to eradicate it. The government also from 1985 embarked on a policy of privatization 

and restructuring of government owned parastatals. This together with restructuring in 

the governments' owns labour force led to retrenchment of an excess labour force. New 

entrants to the job market could not get employment as well. This exacerbated the 

problem of unemployment, and caused the informal sector to continue to grow 

(Malyamkono and Bagachwa, 1990; Mutagwaba, 1996; Tripp, 1997). 

In 1987, the government of Tanzania was forced to publicly admit the importance and 

potential of the informal sector. In May 1987, the President of Tanzania was quoted as 

acknowledging that "since the government could not afford to pay people adequate 

salaries, they should be free to do various income generating activities to support 

themselves" (Kenti and Mushi, 1995: 15). Despite the President's permission to allow 

people to engage in the informal sector activities, officials of local governments 

continued to harass the informal sector occasionally. In 1988 and 1989, in what could 

be taken as an official policy direction on the informal sector, the President formally 

denounced the harassment of street vendors whether licensed or not. He vowed that 

stem action would be taken against any police or militia found harassing vendors (Daily 

News, 1989 cited in Kenti and Mushi, 1995: 15). 

130 



Since 1987, the government, donor organizations and non-governmental organization 

(NGOs) have undertaken various efforts to assist the informal sector. The first challenge 

towards assisting the sector was to understand the people involved and the size of the 

sector. The conduct of the NISS in 1991 (GOT, 1991a) paved the way to understanding 

the Tanzanian informal sector and has since then been referred to when formulating 

strategies its development. 

Therefore in summary, the study of policies on the informal sector in Tanzania could be 

grouped into three periods: 

• Period before the Arusha Declaration (1961-67): During this period, the economy 

provided adequate employment and met basic human needs. There was therefore 

no need for the informal sector activities. The informal sector during this period 

did not manifest itself as a problem to the government and therefore there was no 

need to formulate any policies with regard to the sector. 

• Period between 1967-1987: This period was characterized by the implementation 

of the Arusha Declaration. As discussed above, it was during this period that 

informal sec~or activities increasingly gained their importance as survival 

strategies in the face of increasing economic hardships. To conform with the 

policy of socialism and self-reliance, the government was forced to institute 

policies that banned this sector's activities. These policies did not succeed in 

ending the sector because they addressed it as a problem to be eradicated. They 

did not its growth as a response to social-economic problems in the country and 

that to actually eradicate the sector entailed the eradication of the problems that 

gave rise to the sector. 

• Period after 1987: The government's acceptance of the role that could be played 

by the informal sector to alleviate economic hardships facing its citizens created a 

new era for the informal sector activities. Policies have since then been formulated 

on how to promote and not on how to eradicate it. The policy makers, having 

realized the problems that led to its existence, regarded it to be a solution to those 

problems and not a problem in itself 
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It is the period after 1987 that is of interest to this research. One of the major 

assumptions made in this thesis is that the informal sector exists in Tanzania and the 

government officially accepts it. However what is lacking is proper policy direction for 

its development. 

4.8 CURRENT EFFORTS IN POLICY FORMULATION IN TANZANIA 

4.8.1 The need for new policies 

After the introduction of the free market economy in Tanzania in the mid 1980s', it was 

important to formulate new policies in line with the government's economic, social and 

political ideology, which would conform to new emerging local and international 

demands. A number of policies have been or are in the process of being formulated. 

This section will discuss policies which impact directly on the construction industry and 

the informal sector. As discussed before, there are linkages of the construction industry 

with other industries, and the informal sector operators occur in almost every industry. 

It was therefore imperative that policies formulated to address different industries would 

have some impact on the construction industry and the informal sector. 

The policy formulation process, as discussed in section 4.3.1 of this work, if adhered to, 

would result in the proper co-ordination in the formulation of various policies to ensure 

that various policies do not contradict each other. 

Policies discussed in this section include the following: 

• Construction Industry Policy (CIP). 

• National Human Settlements Development Policy (NHSDP); 

• The National Employment Policy (NEP); 

• Sustainable Industrial Development Policy (SIDP); and 

• Small and Micro Enterprise Development Policy (SMEP); 
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These policies generally address positive aspects (advantages) of the informal sector 

and therefore the need to support it. Despite the shortcomings of individual policies 

which shall later be discussed, a common shortcoming is that no policy has addressed 

the disadvantages of the sector and how this should be addressed. 

4.8.2 Construction Industry Policy (CIP) 

Since independence there have been a number of initiatives aimed at fostering the local 

construction industry in Tanzania. As discussed earlier, serious initiatives came after 
• 

1977 as a result of the LeIS, which was discussed in Section 4.6.2 of this chapter. The 

initiatives included the establishment of the Nee, contractors and professionals 

registration boards, plant and hire company facilities, and professional and allied trade 

associations. Other equally important initiatives were the fonnulation of the NeIDS and 

training programmes for contractors. The Nee (1997) reported that that despite such 

interventions, the local construction industry has continued to exhibit inadequate , 
capacity, lack of working capital, low participation of work opportunities, dominance of 

foreign players and poor quality services and products. 

Participants in the workshop to fonnulate objectives and work opportunities for 

enhanced participation of work opportunities for local contractors and consultants in 

Tanzania, which was held in June 1997, expressed amongst others a lack of clear and 

appropriate policy as a major constraint to the development of the construction industry 

in Tanzania (Nee, 1997). Historical reasons relating to Tanzanian economic policies 

were attributed to be one of the root causes. The government of Tanzania, through its 

policy of socialism and self-reliance, did not support the private sector initiatives and 

went ahead to create a state construction industry which later became a burden to the 

government (Bjorklof et al., 1992). In the NeIDS, the government came out clearly in 

support of the participation of private sector in the industry, but because of the previous 

repression, the sector did not pOssess the capacity and capability to discharge its new 

recognized role. 
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Other reasons cited for the lack of clear and appropriate construction industry policy 

were: 

• Unclear government vision; 

• Non-involvement of key players in the formulation of policies; 

• Absence of strong pressure groups; and 

• Lack of awareness of the players on their rights embodied in laws and policies. 

The same workshop (NCC, 1997) suggested strategies to miti'gate the policy constraints, 

which included: 

• Preparation of appropriate and clear construction industry policy by involving the 

key players in the process; and 

• Creation of awareness of existing laws and policies affecting the players in the 

industry. 

Since 1997, the NCC has embarked in the policy formulation process. In the process, it 

solicited views and opinions of the players in the construction industry. The NCC 

presented a draft policy document for discussion in a workshop held in May 1999. This 

workshop included a cross section of representatives of the stakeholders in the 

Tanzanian construction industry. Inputs and comments obtained from the participants of 

this workshop were used to improve the policy document. A one-day workshop was 

again organized in June 1999 to discuss the policy document to ensure that changes 

proposed in the previous workshop have been included. After this workshop the draft of 

the policy was submitted to the Ministry of Works which is the Ministry responsible for 

the construction industry in Tanzania. 

The document was then reviewed by the Ministry of Works officials and the Council of 

the NCC to give rise to another draft document, which was submitted in April 2000. 

The mission, goal and objectives of the CIP are summarized in Table 4.2. 
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Table 4.2 Mission, goal and objectives of the Construction IndustIy Policy. 

Mission oftbe Construction Industry as per the Construction Industry Poley (CIP) 

To meet the demand for construction products to support sustainable economic and. social development 
objectives. 

The goal of the CIP 

To develop an internationally competitive construction industry so that it can undertake most of the 
construction projects in Tanzania and export its services and products. 

Objectives of CIP 

• Improved capacity of contractors. consultants and. the informal sector 
• Improved capacity of the public sector and. private sector clients 

• Improved competitiveness 
• Ensuring cost effectiveness 
• Environmental sustainabiIity 
• Support other socio-economic development objectives 
• Improved national, regional and iDtemational coUaboration for capacity and. performance 

improvement. 
• Improved co-ordination. collaboration and. performance of development support agencies. 

SolU'Ce: Msita (2000) 

The proposed policy has been prepared to conform to the Tanzanian long-term 

development strategy "Vision 2025". According to the GOT (1999c), the goal of 

Tanzania Development Vision 2025 is to move Tanzania from a least developed country 

to a middle·income country by the year 2025. Amongst the policy issues addressed in 

the CIP is the improvement of the performance of the informal construction sector. 

Clause 6.3 of the CIP defines the informal construction sector, its importance and hence 

the need for improvement, and the strategies that will be implemented by government to 

improve the performance of the sector. This is shown in Table 4.3. 

The CIP also addresses the importance of the informal sector in support of human 

settlement development. Clause 6.12.2(c) of the policy, which is reproduced below, 

covers a strategy that will be pursued to realize this. 

"Facilitating self-help initiatives and informal sector activities for adequate shelter 
delivery through provision of building designs and construction practice guidelines." 
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The policy. however, does not focus on poverty eradication despite the discussed role of 

the informal sector in the creation of employment and hence in eradicating poverty. It 

can however, be concluded that this role of the informal sector is covered under section 

6.3.3 of the policy reproduced herein as Table 4.3. The strategy covered in section 6.3.3 

(a) of the policy: "recognizing and promoting the useful existence of the informal 

construction sector as an integral part of the construction industry" could be taken as an 

indication that all positive aspects of the informal construction sector would be taken 

care of 

Table 4.3 Composition, importance and strategies contained in the CIP for the 
development of the informal construction sector. 

6.3 lqu'Ovement of the peJfOl'lllala oftbe informal construc:don sector 

6.3.1 The informal constn.IcI:ioo secU c:oqxises of unregulated individuals and enteq::Oses engaged in ecmcmic 
activities in coostn:dion involving the suwlY of labour, production of OOilding materials and building 
~ It is also involved in the pnxJuctioo of builciing'I- without the involvement of ~ -
directly in response to client needs 

6.3.2 The informal constn.IcI:ioo secU has a great role to play in the dewlopment of the constructioo industry and 
the economy - pIIl1icuIarly with regard to employment aeation am supply of houses in rural and urban 
mas. It supplies I1lilding materials and Iabom to the formal sector through sub-contnu::tin a.mmgements. 
On the other hand, 1he formal sector acts as one of 1he outlets of the outputs of 1he informal cot'lSIructioo 
sector. This symbicnc relatioosbip makes the prom.otioo of 1he infDnnal coostructi.oo sector a growing 

necessity in the context of overall national eco::JOmic policies and with n:gard to the effective perfon:nance of 
the constructioo industry. It is. l'lowe\er, bc:set by a number of consIm.ints, which negate its effective 
cootnbution. Such cons1rai.nts include ilck of skills, lack of capital, prohibitive regulations, and insecure 

operating environment. 'fben: is ulso va)' little informatioo aVllilal:ie co its activities or even in tenns of its 
contribution to 1he Gross Domestic Product (GOp). Hence, there is no rd.iable tasis to plan 
comprehensively for its developnent. 

6.3.3 In order to imp:ove the pc:rforma.nce of the infonnal constructioo sector, the following strategies shall be 
mpemented: 

a). Recognizing am promoting the useful existence of the informal CCIlStrudion sector as an ittegral part 
of1he constructioo industry. 

b). Rfseartbing, documenting and disseminating information 00 the inbmal sector for the pmpose of its 
development. 

c). Improving produaivity and qt.Iility through measures that shall include 1Xaining, fmnu1ation am 

dissemination of simPe paetice W·jdelines. 
d). Suppcxting the establishmmt of credit facilities for the infonnal secU. 

Source: NCC (2000) 
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The proposed eIP has the following shortcomings: 

• It does not appreciate the effect of other existing policies and legislation and the 

effect they will have on the construction industry; 

• Its formulation process has not been representative enough. The participation of 

stakeholders was mainly in the two organized workshops. Different organizations 

were not given adequate time to look at the proposed eIP and deliberate upon it 

before the workshops. It is therefore not clear whether the views obtained were of 

the individuals or the organizations they were representing; 

• The responsibilities of various actors in the implementation of the policy are not 

clearly spelt out. While the role of the Nee has clearly been spelt out in section 

6.18.6 of the policy document, the role of the Ministry of Works in the 

implementation of the policy is clearly missing. The same is with other actors; and 

• The programme of implementation is lacking i.e., the priority of implementation 

of various proposed strategies to address policy issues is not shown. 

4.8.3 National Human Settlement Development Policy (NBSDP) 

The NHSDP, which was a wlmination of a three-year process involving various 

meetings, workshops and consultation, was approved in January 2000. Its goals are 

(GOT, 2000a): 

• To promote development of human settlements that are sustainable; and 

• To facilitate the provision of adequate and affordable shelters to all income groups 

in Tanzania. 

The role of the informal sector in the provision of urban and rural housing was 

discussed in section 3.6.5 of this work. The proposed policy, in its background 

information corroborates this role played by the sector. It is quoted (GOT 2000a:4) 
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"The informal sector. bearing in mind its rapid growth and expansion since 1990. is 
now the major financier and provide of housing especially in urban areas in the 
country" 

With the estimated 30 per cent of Tanzanian population living in urban areas (GOT, 

2000a), this contribution of the informal sector to housing is very significant. It would 

have been expected that with the acknowledged importance of the informal sector in the 

provision of housing, there would be adequate attention given to the sector. This is not 

well reflected in the NHSDP. The main objective of the policy covers aspects that could 

somehow be related to the informal sector to a certain extent. These include: 

• Facilitation of creation of employment opportunities and eradication of poverty; 

• Promotion of capacity building of all actors involved in shelter delivery and 

human settlements development; 

• Promotion of the use and production of building materials that are affordable; and 

• Assistance of the poor to acquire decent shelter. 

the NHSDP expects that eradication of poverty and acquisition of shelter by the poor 

would be achieved through building the capacity of the informal contractors and 

informal building materials producers who are the actors in the shelter delivery process. 

However, when examining policy issues and policy statements there is very little 

coverage of how the role of the informal sector in achieving those objectives would be 

achieved. The few notable policy statements reflecting on the informal sector are: 

• Building and construction standards shall be revised so that they become 

functional and performance based rather then prescriptive. They shall be flexible 

and affordable; 

• The government shall promote small scale building material industries; 

• The government shall promote labour intensive projects e.g. during the provision 

of infrastructure in human settlement; 

• The government shall earmark special areas within neighbourhoods for informal 

sector activities; and 

138 



• Private and informal sectors shall be encouraged to engage in the production of 

building materials by giving them incentives. 

The policy does not address how to control problems of urban zoning which are caused 

by the informal sector activities, nor how to mobilize the informal sector and its 

resources towards the provision of affordable shelter which is the main goal of the 

policy. 

Unlike the CIP, the NHSDP shows the responsibilities of various actors in the 

implementation of the policy and the time frame for implementation. However, the 

priority for implementation of different policy issues is not given. 

4.8.4 The National Employment Policy (NEP) 

The role of the informal sector in the provision of employment for the urban population 

was discussed in section 2.6 of this thesis. It is therefore expected that government 

policy on employment should acknowledge this role and should have strategies to boost 

the role played by the informal sector in employment creation. Indeed the National 

Employment Policy (NEP) which came into effect in 1997 does so. 

Section five of the NEP clearly summarizes the size and the role that can be played by 

the informal sector in employment creation (GOT, 1997b). It also gave a brief overview 

of the problems facing the sector. The aim and objectives of the policy amongst others 

are (GOT, 1997b): 

• To strengthen (through the removal of legal bottlenecks) the relationship between 

formal and that of self-employment~ and 

• To encourage self-employment activities in the informal sector. 

The policy does not however come up with any strategies to promote the informal 

sector. For example, despite of the fact that manufacturing and trade industries 

constitute the largest component of informal sector enterprises (GOT, 1991a). the policy 

does not show strategies to promote the employment of the informal sector in these 
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industries. The policy further proposed the creation of a National Employment Council. 

Representation to the Council excludes the informal sector. 

A need arose in 1999 to review the policy because of such shortcomings and others 

unrelated to the informal sector that were identified in the adopted policy, and the lack 

of the definitions of roles and responsibilities of stakeholders. The revised NEP linked 

the growth of the informal sector with that of small-scale enterprises, and put forward a 

strategy for the critical review of policies and legal framework constraining the smooth 

running and expansion of these sectors. It further proposed the establishment of the 

National Employment Advisory Committee with fourteen members including one 

member representing the Infonnal Sector Associations. Even then, the revised policy 

did not come up with specific strategies for promoting employment in the informal 

sector. It only appreciated the employment potential of the informal sector and called 

for a critical review of policies and a legal framework constraining the smooth running 

of the sector (GOT, 199ge). 

Despite the efforts to revise the policy, basic issues like responsibilities of various 

actors in the implementation of the policy and a programme for the implementation of 

the policy are lacking. 

4.8.5 Sustainable Industrial Development Policy (SIDP) 

The Sustainable Industrial Development Policy (SIDP) came into effect in 1996 (GOT, 

1996b). It recognized the role played by the informal sector as a source of potential 

entrepreneurs. One of the objectives of the SIDP was the contribution to human 

development and the creation of employment opportunities. The policy aimed to 

achieve this through, amongst others, the promotion of small-scale industries and 

informal sector activities. 

The policy aims to assist the informal sector to gradually develop entry into the formal 

sector to enable it to benefit from facilities available in the formal sector under the 

umbrella of the Small and Medium Enterprises (SMEs). The strategies to develop small 
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and medium enterprises are contained in section 3.52 of the SIDP, and include (GOT, 

1996d); 

• Strengthening the capacities of SMEs service providers; 

• Improving the access of capital to SMEs; 

• Improving the regulatory environment; 

• Assisting the informal sector to gradually enter the formal sector; and 

• Supporting indigenous entrepreneurs through improved access to finance, 

business information, technology, training and a simplified registration process. 

The policy implementation programme was divided into three phases. The first five 

years of the policy duration is referred to as the short term phase, the period between the 

fifth and fifteenth year is referred to as the medium term -phase, and lastly the period 

beyond fifteen years is referred to as the long tem phase. There is, however, no clarity 

of the priority given to the implementation of strategies to develop SMEs in this 

programme. 

The SIDP, as a policy addressing the manufacture and tradelrestaurantlhotel industries 

has an enormous impact on the informal sector. It was revealed from the NISS that 76 

per cent of informal sector enterprises were operating in these industries and employed 

73 per cent of the informal sector workers (GOT, 1991 a). The informal sector is clearly 

a very important component of these industries. It was therefore expected that the policy 

would have spelt out clear and adequate strategies to promote the informal sector and to 

avert the hostility which exists between the formal traders and the informal sector 

operators. The policy falls short of doing that. 

4.8.6 Small and Medium Enterprise Policy (SMEP) 

The SMEP is supposed to cater for the needs of the informal sector. Its formulation 

started in -1998 with the aim of creating a favourable environment for the SMEs 

(Wangwe, 1999). For the purpose ofSMEP, SMEs include: 

• Informal sector operators carrying out, almost exclusively, informal trading 

activities; 
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• Crafts and other micro-enterprises which are small businesses often involving 

only the owner, some family member and, up to 5 employees; with an annual 

turnover not exceeding Tshs. 20 million; 

• Growth oriented small enterprises that are tax-registered, operate from business or 

industrial premises and meet other formal registration requirements. They employ 

between 6 to 30 people and have an annual turnover of up to Tshs. 100 million; 

and 

• Medium sized enterprises facing obstacles and constraints that cannot be solved 

through normal market forces and private sector action. These employ between 31 

and 50 people with an annual turnover not exceeding Tshs. 500 million. 

Figure 4.3 shows the different groups of SMEs as categorized in SMEP. The first (I) 

group and part of the second (IT) group consist of what has continuously been referred 

in this thesis as the informal sector i.e., unlicensed and unregistered individuals or 

enterprises. Some of the enterprises in the second (IT) group, and all the enterprises in 

the third (ITI) and the fourth (IV) group are fully licensed and registered enterprises and 

comply with taxation and other business regulations. 

SMALL AND MEDIUM ENTERPRISES 1 

+ + , It' l 
r ,. ~ ,. ~ 

,. 
~ 

I n m IV 
INFORMAL CRAFTS AND OROwm MEDIUM 

SECTOR MICRO ORlENTED SIZED 
OPERATORS ENTERPRISES ENTERPRISES ENTERPRISES 

FULLY PARTIALY FULLY 
INFORMAL INFORMAL FORMAL FULLY 

.... ... .... ... .... .... FORMAL 
~ 

Adapted from (Wangwe, 1999) 

Fiaure4.3 Groups of small and medium enterprises. 
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According to Wangwe (1999), the SMEs makes a vital contribution to job creation, 

income generation, competitiveness and export growth. In addition, the development of 

SMEs increases opportunities for traditionally disadvantaged groups of the Tanzanian 

population and ensures a more equitable distribution of wealth. 

Proposed policy measures include, amongst others, the following: 

• Creation of enabling legal and regulatory framework~ 

• Establishing differential taxation and other incentives~ 

• Developing of clusters/estates for small industries and other SMEs~ 

• Facilitating access to business advisory services; 

• Supporting access to technology; 

• Supporting SMEs exports; 

• Promoting rural industrialization~ 

• Compliance with environmental regulations~ 

• Training in entrepreneurship, skills and management~ 

• Fostering linkages with large enterprises; 

• Improving access of SMEs to information~ 

• Easing access to guarantees; 

• Promoting the establishment of venture capital funds; and 

• Empowering saving and credit institutions in rural areas. 

The major shortcoming that could be identified is the wide coverage of the SMEs. There 

could be a danger that the proposed policy measures, although directed to all the groups 

as shown in Figure 4.3, would more likely be implemented in favour of groups II, m 
and IV. The measures, as presented. focus on what should be done to enable the SMEs 

in Group I graduate to fully licensed and registered SMEs in Group II with subsequent 

growth to levels of Group m and eventually to Group IV. Different groups, particularly 

those at the lower end, may need special attention and different approaches to their 

development. 
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4.9 SUMMARY 

This chapter reviewed the process of policy formulation and evaluation and used it as a 

basis for discussing policies that impact on the informal sector and construction industry 

in Tanzania. Five policies at different stages of formulation were discussed including 

the CIP, NEP, NHSDP, SIDP and SMEP. 

It was revealed that appropriate policies are important in fostering development in the 

:world, Tanzania being included. However, it was shown that policy making is a 

complicated process, influenced by the struggles of different interest groups within a 

country and the politics of people in power i.e., the rulers. It is only through the rational 

decisions of the rulers that public policies reflecting the need and aiming to solve the 

problems confronting the society would be formulated. 

The chapter also revealed that in Tanzania the policy of socialism and self-reliance, 

whose active implementation lasted for about 20 years (1967-1985), had severe effects 

on the economy and affected the performance of the construction industry. It led to an 

increase in the informal sector activities. Its failure gave rise to flexible policies that 

encouraged the participation of the private sector in the economy with reduced 

antagonism to the informal sector. 

The chapter further demonstrated that the government of Tanzanian is in the process of 

formulating various policies, including the CIP, the SMEP and the NEP; all of which 

affect the informal sector. The policy formulation process however, is not well co­

ordinated and does not ensure wide representation of the stakeholders. The policies also 

lack implementation programmes, responsible implementers and the resources required 

for implementation. This may result in the overlap of responsibilities, shortage of 

resources and non-compliance at the implementation stage. 

The discussion made in this chapter will form a valuable input for discussing the 

research results and testing the hypotheses later in this work. In the next chapter, the 

research methodology will be discussed. 
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CHAPTER FIVE 

RESEARCH METHODOLOGY 

5.1 INTRODUCTION 

The previous three chapters covered the literature review on the informal sector, the 

construction industry and policy issues which are relevant to this thesis. The purpose of 

this chapter is to build on the introduction to the research methodology as it appears in 

Section 1.7 of Chapter One and to justify its use in this research. 

The research problem is revisited to justify it in the light of the presented literature 

review. In addition, the chapter discusses the process of identifying the research 

method, the survey population, the sample design and the methods adopted for data 

collection. The questionnaires used for data collection and the response rates to the 

interviews are also illustrated. The chapter also gives the expected contribution to the 

knowledge by this thesis as well as pointing out the possible bias in the research 

process. 

5.2 JUSTIFICATION OF THE RESEARCH PROBLEM 

Chapter One of this thesis set out the research problem and the related sub-problems. To 

reiterate, the problem addressed in this research is: Do the absence of appropriate 

policies on the informal sector affect the realisation of potential benefits of interaction 

between the formal and informal construction sectors in Tanzania? 

To answer the above research problem, it was found necessary to set up the following 

two sub-problems: 

Sub-problem one: 

Sub-problem two: 

Does Tanzania lack appropriate policies on the informal 

sector? 

Is the interaction between the formal and informal construction 

sectors beneficial? 
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To prove the problem and its sub-problems, the research set out to test the following 

hypotheses: 

Hypothesis one: 

Hypothesis two: 

Hypothesis three: 

There are no appropriate policies on the informal sector 

activities in Tanzania. 

There are potential benefits of interaction between the formal 

and informal construction sectors. 

Lack of appropriate policies on the informal sector has resulted 

in the non-realisation of potential benefits of interaction 

between the formal and informal construction sectors in 

Tanzania. 

The research problems and its sub-problems are strongly reinforced by the literature 

review on the informal sector, the construction industry and Tanzanian policies 

presented in Chapter Two, Three and Four respectively. The literature review revealed 

that the informal construction sector is growing, and plays an important role in 

providing employment and housing for the urban population in developing countries 

like Tanzania (Bjorklof et al., 1992; GOT, 2000a). It also contributes to the country's 

GDP, GFCF and value added, making it an important sector in a country's economy. 

However, while there has been support extended by the government of Tanzania to the 

informal sector in trade and manufacturing industries, no similar support has been 

extended to the informal sector in the construction industry. It was shown that support 

to the informal sector, particularly appropriate policy intervention measures, is 

necessary to enable the sector perform well. 

In addition, the literature review suggested that collaboration between the formal and 

informal construction sectors is beneficial to both sectors, and needs to be fostered to 

enable the construction industry to register its maximum impact on the economy of the 

country. It was pointed out that collaboration could largely be achieved through 

subcontracting arrangements. It was however shown that existing government policies 

and regulations were not supportive of the growth of the informal construction sector 

and therefore there was a need to develop new and/or reformulate the existing policies. 
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Chapter Four showed that Tanzanian policies based on the political ideology of 

socialism and self reliance contributed'to the growth of the informal sector. The country 

has now shifted to a free market economy ideology, which supports private sector 

initiative, including the informal sector, in the economy. Therefore, it was important to 

formulate new policies in line with the government's new economic, social and political 

ideology. Efforts made by the government of Tanzania to formulate policies were 

discussed in Chapter Four. However, some formulated policies do not seem to address 

the actual problems, and at the same time they are inadequate and lack co-ordination. 

In the light of further evidence gathered in the literature review, the presented research 

problem appears to be genuine and justifiable. 

Later, in Chapter Eight the research hypotheses will be tested in the light of the data 

obtained from interviewing contractors and various government officials. 

5.3 JUSTIFICATION OF mE MEmODOLOGY USED 

5.3.1 General 

Various references were consulted in search of a methodology best suited for this 

research. These included Buckley et al. (1976), Casley and Lury (1981), Bless and 

Smith (1995), Czaja and Blair (1996), Fellows and Liu (1997), Leedy (1997) and 

Walker (1997). All these publications provided useful input towards the design of this 

research. 

Fellows and Liu (1997) and Leedy (1997) defined research methodology as a systematic 

and logical procedure for solving a problem through the support of facts. Different 

approaches are available to classify research depending on the methodology employed 

to generate knowledge, on the nature of data required for the research or on the method 

employed to generate the data. 
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The following classification was considered in this chapter: 

• Deductive and inductive research~ 

• Qualitative and Quantitative research~ and 

• Opinion, empirical, archival and analytical research. 

5.3.2 Deductive and inductive research 

The essential feature of research for a doctoral degree is that it leads to the discovery of 

new facts and information that makes an original contribution to knowledge (Phillips 

and Pugh, 1994). In order to contribute to knowledge, a research may aim to generate a 

new theory, in which case it is inductive; or may aim to test an existing theory, and is 

therefore deductive. According to Buckley et al. (1976). deductive research on the one 

hand is guided by hypotheses that are either accepted or rejected during the course of 

research. The use of deductive resear~h requires some prior knowledge upon which to 

construct the hypothesis. The inductive research, on the other hand, is guided by a 

scientific inquiry and the researcher's efforts are concentrated on the procedures to 

obtain and analyse data and focus the analysis to the generation of a new theory. 

However, some researches consist of both modes. The conduct of inductive research 

could often result in a hypothesis that may require testing through deduction. Similarly, 

deductive research may raise a need for a detailed inquiry into a certain aspect of a 

problem, in which induction is applicable. 

This research was primarily deductive in the sense that it essentially did not aim to 

generate a new theory. It sought to test hypotheses put forward in Chapter One. The 

hypotheses formulated were based on the existence of a body of knowledge relating to 

policies, the informal sector and the construction industry. This research puts to test the 

existing knowledge with regard to the following issues: 

• The importance of the informal sector and the construction industry in the 

economy of developing countries~ 

• The nature of interaction between the formal and informal construction sector; and 

• Effects of policy on the interaction between the formal and informal construction 

sector. 
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5.3.3 Quantitative and qualitative research 

An array of qualitative and quantitative methods exist for carrying out research, and 

these have an impact on the manner in which the data is collected, analysed, interpreted 

and presented. 

According to Holt (1998:83), a qualitative approach means to "utilise subjective 

methods very often based on a personal opinion, perception or feeling". The qualitative 

approach seeks to gain insights and to understand people's perception of things 

surrounding them. Strauss and Corbin (l990) regarded qualitative research as any 

research that produces findings not arrived at by any means of statistical procedures or 

other means of quantification. For a qualitative research, data is collected in an open­

ended narrative that does not seek to make them fit into predetermined, standardised 

categories characterised by a typical test or questionnaire (patton, 1980): Holt (1998) 

asserted that the underlying strategy in a qualitative research is to facilitate the 

emergence of relevant information from the analysis of the subject under study without 

pre-supposing what that relevant information may be. Qualitative research methods 

include process observation, opinion or expressions, unstructured interviews and open 

question surveys. 

Kerlinger (l986: 10) defined a quantitative research methodology as "the systematic, 

controlled, empirical and critical investigation of natural phenomena guided by theory 

and hypothesis about the presumed relations among such phenomena", The quantitative 

approach involve gathering of factual data and studying relationships between facts and 

how such facts and relationships agree with the theories and findings of previous 

researches. The methodology is concerned with the size and magnitude of the situation 

being studied, and therefore its data collection involves making measurements. This 

could be achieved using structured interviews, structured surveys, symbolic models and 

physical experimentation (Holt, 1998). 

Quantitative and qualitative methods have been customarily associated with research in 

the natural sciences and social sciences respectively. This has always been a source of 

conflict, particularly, for research in engineering management or other disciplines that 
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lie between the natural and social science. In most cases, researchers in the middle-of­

the-road disciplines were forced to adopt quantitative approaches even in situations 

where the research involved human subjects (Fellows and Liu, 1997). This did not 

provide an understanding of the subj ect being studied particularly the behaviours that 

gave rise to the situation being measured. According to Fellows and Liu (1997:79), 

there is an increasing recognition of the potential of qualitative studies in what may be 

primarily a quantitative study. They attributed this to "acknowledgement of the 

potential for qualitative methodologies to get beneath the manifestations of problems 

and issues which are the subject of quantitative studies, and thereby, to facilitate 

appreciation and understanding of basic causes and principles, notably, behaviours22
." 

Fellows and Liu (1997:95) defined triangulation as the "use of two or more research 

methods to investigate the same thing". Triangulation is employed to complement the 

advantages while minimising the disadvantages of the individual approaches. According 

to Smith et al. (1991:133-134) research triangulation fall into four categories: 

theoretical, data, investigator and methodological. These are discussed below: 

• Triangulation of theories involves using models from one discipline to explain 

situations in another discipline. 

• Data triangulation relates to research in which data is collected over different 

time frames or from different sources. 

• Triangulation by investigators refers to a situation where different people collect 

data on the same situation and the results are compared. 

• Methodological triangulation uses both quantitative and qualitative methods of 

data collection. 

22 The qualitative studies enable the researcher to establish the causes and behaviours leading to a situation wbich has 
been established by a quantitative study. 
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This research employed a methodological triangulated approach. A quantitative 

approach was used to collect statistical data on the contribution of the construction 

industry and the informal sector to the economy of Tanzania and to establish the basic 

demographic data of the interviewed contractors. A qualitative approach was used to 

solicit opinions from government officials and contractors through interviews. 

It was important to use both approaches because of the nature of the data itself. On the 

one hand, it was necessary to gather factual data to describe the informal and 

construction industry in the context of the whole economy and therefore attach some 

measure to their importance. At the same time, it was necessary to measure various 

parameters relating to characteristics, problems, and the nature of collaboration between 

the formal and informal contractors. On the other hand, there was a need to seek opinion 

from various individuals regarding the advocated importance of the informal 

construction sector, and whether something should be done to promote it. Similarly, it 

was necessary to seek opinion from the contractors regarding their working 

relationships and problems to gauge whether they have had an effect on the contractors' 

informality. 

Figure 5.1 adopted from Fellows and Liu (1997:8) illustrates the framework of the 

methodological triangulation approach used in this research. The methodology for 

obtaining both types of data is explained later in this chapter while the resulting data are 

discussed later in Chapters Six and Seven. Other chapters, with the exception of Chapter 

One, are indicated in Figure 5.1 to show how they fit into this research framework. 

5.3.4 Opinion, Empirical, Archival and Analytical Research 

According to Buckley et al. (1976:15), there are four research strategies depending on 

whether the research is deductive or inductive. They defined a strategy to "refer to the 

essential nature of data and the process by which it is found and analyzed". The 

strategies give rise to four types of research, which include: 

• Opinion research in which a researcher seeks views, judgement or appraisals of 

other persons with respect to a research problem. This is usually achieved through 

interviews, opinion polls and questionnaires (Buckely et al., 1976:36) 
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TBEORYAND 
LITERATURE 

(previous research) 
CHAPTERS 2, 3 AND 4 

NATURE OF DATA 

Quantitative and qualitative methods of data collection 
CHAPTERS 

Analysis and Results (relationships) 
CHAPTERS 6 AND 7 

Discussion of the results and inferences 
CHAPTERS 

FiaureS.l 

Conclusions and recommendations 
CHAPTER 9 

Adapted from Fellows and Liu (1997:8) 

Framework of Methodological Triangulation used in the research 

• Empirical research which is based on observation or experience by the researcher 

through experimentation or fieldwork. This approach calls for the researcher to 

actively participate in the observation, instead of relying on the experience of 

others. Empirical research, unlike opinion research, "examines what actually 

happens as opposed to what people say has happened, is happening or may 

happen" (Buckley et al., 1976:37). 

• Archival research is concerned with the examination of recorded facts either in 

their primary, secondary or physical form. Primary data consist of original 

documents or official files and records, while secondary data consist of published 

data gathered by other investigators based on summaries or analyses of primary 

data. Both primary and secondary archives can be obtained through written 

records, tapes and other form of documentation. This distinguishes them from 
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physical data, like archaeological data, which is based on physical observation 

(Buckley et al., 1976:40). 

• Analytical research entails the use of internal logic by the researcher to solve the 

research problem. The problem is usually broken down into its component parts to 

discover its true nature and causal relationships among its variables. With 

analytical research, there is no necessity for the explicit reference to external data. 

The problem is solved "logically or philosophically" (Buckley et al., 1976:41) 

This research was conducted using archival and opinion strategies. The previous 

chapters on the literature review made use of secondary data from various sources to 

establish the size and importance of the construction industry and the informal sector. 

The method also allowed the gathering of documented opinions on the construction 

industry, the informal sector and policy issues. In summary, the data and opinions 

presented in the chapters on literature review were obtained from various documents 

using the archival strategy. Most of the data were obtained from the Tanzania Central 

Statistical Bureau (TCSB) and the NCC. Other data were obtained from publications 

and reports including the NISS (GOT, 1991a), the DISS (GOT, 1995), Basic Statistical 

Information for the Construction Sector - 1976-1997 (NCC, 1999). The ILO and World 

Bank publications and various research papers and textbooks were also consulted. 

The data obtained from the NISS and the DISS will be used in combination with the 

opinion data obtained from structured interviews to discuss the characteristics of 

informal contractors. 

The fieldwork of this research made use of the opinion survey. Opinions were solicited 

from informal and formal contractors on issues that affect them in their working 

environment. The information/opinions that were solicited from the formal and informal 

contractors shall be disrussed later in this chapter. 

In carrying out the opinion survey, consideration was made of three survey methods: 

mailed questionnaires, telephone interviews and face to face interviews. Despite the 

long duration and high cost associated with face to face interviews~ the method was 

favoured for the following reasons: 

153 



• It has a higher response rate compared to other methods. According to Czaja and 

Blair (1996:32), mailed questionnaires has the worst response rateD, usually 45-

75 per cent, against 60-90 per cent for telephone interviews and 65-90 per cent for 

face to face interviews. 

• It allows the administration of more difficult and complex questions, which would 

otherwise be impossible to ask in mailed or telephone interviews. 

• It results in the good quality of the recorded response. The involvement of the 

researcher in the recording process assists in the proper interpretation of the 

information later during the analysis. 

The disadvantage of the high cost associated with face to face interviews was overcome 

by prior identification of areas to be visited for the interviews. These were clustered, 

and a programme of conducting interviews in different clusters was prepared which 

reduced travelling time, and therefore cost. Other problems associated with face to face 

interviews include the reluctance of interviewees to report sensitive behaviours or very 

personal issues when facing the interviewer. Respondents were more likely to provide 

socially desirable responses in a face to face interview (Czaja and Blair, 1996:47). To 

overcome this problem, an effort was made to ensure that the interview questions were 

not socially threatening. In addition, prior to the conduct of the interview, a brief 

explanation of the purpose of the research and the intended use of the data were 

indicated. 

5.4 PO PULA TION GROUPS AND THEIR SIZE 

The population is defined as "the entire set of objects and events or group of people, 

which is the object of the research and about which the researcher wants to determine 

some characteristics" (Bless and Smith, 1995:85). 

23 Unlike Tanzania. and many developing coWltries. this is not the case with developed COWltries with efficient pOstal 
systems. Similarly. it is not a big problem. like in construction industry. for industries that opemte from fixed 
location. 
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Despite the fact that this research covered the informal sector and construction industry 

in Tanzania mainland, it was decided to concentrate the research in four urban centres 

namely Dar-es-Salaam, Arusha, Mwanza and Dodoma. The selection of these urban 

centres for data collection was not based on any probability sampling, but rather on their 

rank in terms of urban population. It was assumed that high urban population resulted in 

high construction volumes, with a high involvement of both formal and informal 

contractors. 

Tanzania mainland consists of twenty urban/regional centres. Figure 5.2 shows the map 

of Tanzania with all twenty regional centres. In addition, the estimated populations for 

the year 2000 for the four selected regional centre are indicated on the map. Population 

figures were obtained by projecting the population census figures of year 1988 to year 

2000 based on an annual urban population growth rate of9 per cent (GOT, 2000a). 

The popUlation for this research consisted offour groups: 

i) Government officials involved with the informal sector and the construction 

industry. 

ii) Informal contractors in Arusha, Dar-es-Salaam, Dodoma and Mwanza. 

iii) Small formal contractors in Arusha, Dar-es-Salaam, Dodoma and Mwanza. 

iv) Large and medium formal contractors in Arusha, Dar-es-Salaam, Dodoma and 

Mwanza 

The first group consisted of officials from different government ministries and 

departments involved in the activities of the informal sector and construction industry. 

This group was considered the best source of information regarding government policy 

measures that have an impact on them. Statistics on the Tanzanian construction industry 

and informal sector were also obtained from this source. 
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Different individuals were interviewed from the following organisations: 

• National Construction Council (NCC); 

• Contractors Registration Board (CRB); 

• Tanzania Central Statistics Bureau (TCSB); 

• National Income Generation Programme (NIGP); 

• Ministry of Works (MOW); 

• Ministry of Labour and Youth Development (ML YD); 

• Ministry of Lands and Human Settlements Development (MLHSD); 

• Regional Engineers Offices in Arusha, Dar-es-Salaa~ Mwanza and Dodoma; and 

• CitylMunicipai Engineers Offices in Arusha, Dar-es-Salaa~ Mwanza and Dodoma. 

The NISS (GOT, 1991a) was used as the basis for determining the size of the 

population of informal contractors. The size of the population of informal contractors in 

Dar-es-salaam as established in the NISS was 10,752. The remaining nineteen regional 

centres had 18,136 informal construction enterprises, and it was assumed that the 

number of informal contractors is proportional to the urban population. The number of 

informal construction enterprises in Dar-es-Salaam increased from 10,752 (GOT, 

199Ia:I-15) to 15,375 (Ngoi. 1997). This increase represented a growth rate of about 10 

per cent. This growth rate was used to calculate the number of informal construction 

enterprises in year 2000. The computation of the number of informal contractors in the 

nineteen regional centres is shown in Appendix 5.1. The number of informal contractors 

in the selected urban regional centres i.e., Arusha, Dodoma and Mwanza is shown in 

Table 5.1. 

The size and population of formal contractors was obtained from a list of building 

contractors kept by the CRB (CRB. 1999). This is also shown in Table 5.1. 
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Table 5.1 Size of population of fonnal and infonnal contractors 
in year 2000 

PLACE OF DATA POPULATION SIZE 
COLLECTION 

Small fonnal Large and medium Informal 
conttactors conttactors conttactors 

DAR-ES-SALAAM 451 142 25,398 
ARUSHA 39 14 2,811 
DODOMA 31 8 4,254 
MWANZA 32 16 4,654 
TOTAL 553 180 37,117 

Source: the NISS (GOT, 1991a) and the CRB (CRB, 1999) 

5.5 SAMPLE GROUPS AND THEIR SIZE 

5.5.1 General 

According to Leedy (1997:204), the purpose of the sample is to be "able to see all the 

characteristics of the total population in the same relationship that they would be seen 

were the researcher, in fact, to inspect the total population". 

The basic assumption behind any kind of sampling is that a sample, which is a cross 

section of a population group, would be characteristic of the population as a whole. 

Therefore, the most important factor to be considered when sampling, is the 

representativeness of the sample in terms of whether the sample, can to a certain degree 

of confidence, show the characteristic of the population group. 

5.5.2 Government officials group 

Non-probability sampling by convenience was used to sample the government officials 

group (Bless and Smith, 1995: Leedy, 1997): the researcher visited identified 

organisations and requested an interview with responsible members depending on their 

availability. 

This approach was used because it was not possible to identify 10 advance the 

individuals to be interviewed within the selected organisations. 
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5.5.3 Informal contracton 

The size of the sample of informal contractors was determined using guidelines 

suggested by Gay (1996:125) as quoted by Leedy (1997:211). The guidelines suggested 

that the size of the sample decreased with increasing size of the population. As a rule of 

thumb, it suggests the following sample sizes: 

• For a population size less than 100, to survey the whole population; 

• For a population size around 500, then 50 per cent of the population should be 

sampled; 

• For a population size around °1,500, then 20 per cent of the population should be 

sampled; and 

• For a population size equal or exceeding 5,000, a sample size of 400 is adequate. 

Based on these guidelines, it was decided to have sample sizes of 300 in Dar-es-Salaam 

and 150 for each of the selected regional centres. The sample size of informal 

contractors was therefore 750, which was 350 above the suggested size. This was 

considered necessary to allow for the possibility of non-location or non-response of the 

contractors to be interviewed. 

However, due to the scattered construction activities in the selected cities, it was 

difficult to use probability sampling to select individual units to be interviewed. 

Therefore, discussions were made with CitylMunicipal Engineers to establish areas with 

high construction volume, in which informal contractors were expected to be working. 

Similarly, construction sites, public and private, which were under construction by 

registered contractors, were visited to interview the informal contractors who were 

employed there as subcontractors. 

5.5.4 Large and medium formal contractors 

An alphabetical listing of contractors obtained from the CRB was used to identify 

contractors falling under large and medium categories. Again, the size of the sample 

was determined using Gay's (1996) guidelines. With the exception of Dar-es-Salaam, 
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the population size in other regional centres was small enough to justify the 

interviewing of every member of the population. 

Based on the guidelines, from 142 contractors available, a sample size of 100 

contractors was considered adequate for interviewing in Dar-es-Salaam. These were 

selected randomly using random numbers generated by the computer using a Microsoft 

excel random number generator. Random numbers between 1 and 150 were generated 

(Appendix 5.2) and assigned to contractors in the compiled list starting with the first 

random' number in the list. In the case where the number has been assigned, it was 

skipped. Numbers greater than 142 were skipped as well. Further allocation of random 

numbers to contractors was stopped after obtaining the required 100 contractors. 

5.5.5 Small formal contractors 

In the regional centres, the whole population of small formal contractors was considered 

for interviewing. In Dar-es-Salaam, from 451 contractors available, 200 were selected 

for interviewing. The procedure described above for large and medium formal 

contractors was used; however, in this case random numbers between 1 and 500 

hundred were generated (Appendix 5.3) and assigned to contractors in the compiled list 

obtained from the eRB. 

5.6 DATA COLLECTION FROM OFFICIALS OF GOVERNMENT 
INSTITUTIONS 

Data from various government institutions was collected by non-scheduled structured 

interviews (Bless and Smith, 1995; Fellows and Liu, 1997). The aim of the interviews 

was to obtain information on the Tanzanian construction industry and the informal 

sector. Guiding interview questions shown in Appendix 5.4 were used. 

Normally the researcher identified the personls to be interviewed in a given institution. 

These persons were approached, and upon acceptance to be interviewed were given the 

interview questions and the date for interview was then fixed. While it was initially 

planned to interview government institutions before starting administering 

questionnaires to contractors, it proved to be difficult due to busy schedules of the 
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interviewees. Flexibility was thus built to the programme to allow the interviews to 

proceed on an ad hoc basis depending on the willingness and availability of the 

interviewee. 

One senior official was interviewed in each of the organisations visited24
• In most of the 

organisations, with exception of NIGP, NCC and CRB, the officials did not present 

themselves to a face to face interview. Instead they requested to be given a guidance of 

interview questions, based on which they provided the researcher with relevant 

documents which were useful sources of data for the research. 

5.7 DATACOLLECTIONFROMFORMALANDINFORMAL 
CONTRACTORS 

5.7.1 General 

Data from formal and informal contractors was collected through scheduled structured 

interviews mainly through questionnaires based on categories of answers already 

established by the researcher (Bless and Smith, 1995; Fellows and Liu, 1997). 

Separate questionnaires were used for each category of contractors, as discussed in 

Section 5.3. Advice was sought from employees of the NCC, the CRB and two 

construction companies during the preparation of the questionnaires. An introductory 

letter attached as Appendix 55 accompanied the questionnaires to the formal 

contractors. 

Due to the large numbers of contractors scheduled for interviews, it was necessary to 

recruit a research assistant who was a Graduate Engineer. The research assistant was 

deployed to collect data in the Dar-es-Salaam City only. Prior to data collection it was 

necessary to train the research assistant on the methodology to be adopted, nature of 

data and tools for collection. The researcher and the assistant did the interviewing of the 

first 10 contractors from each category. This was made to ensure that data of the same 

quality of data was obtained. 

24 See section 5.4 for the list of visited organisations. 
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Although, no appropriate set up was adopted, most of the interviews with contractors 

were conducted face to tace. The researcher usually spent about 15 minutes to explain 

the purpose of the interview, and about 45 minutes to ask the interview questions in 

Swahili language and recording the responses. However, about 50 informal contractors 

and 30 formal contractors filled the questionnaires themselves. 

The data collection exercise was generally successful, save for few problems which are 

highlighted below: 

• Locating of informal contractors was generally a very difficult task. It entailed 

visiting many sites public and private2S with ongoing construction works. In some 

cases concrete mixers hire centers, welding and carpentry workshops were also 

visited to establish contacts with informal contractors. 

• Reluctance on part of some potential interviewees to refuse to respond to the 

questionnaires. This reluctance was due to fear on the motive of the whole 

exercise. Some feared that the data collected would be made available to income 

tax officials and other government officials hostile to informal sector activities. 

This was overcome by spending some time trying to explain in detail the motive 

and t~e intended use of data and information provided. 

• Difficulties in locating offices, particularly for contractors. In most cases, the 

physical addresses provided in the contractor register were not up to date. This 

was overcome, in some cases, by hiring escorts who had experience with different 

contractors in the locality. 

5.7.2 Informal contracton questionnaire 

The questionnaire for informal contractors is attached as Appendix 5.6. The 

questionnaire consisted of thirty questions intended to address nine main items as 

summarised in Figure 5.3 

~ Since the study aimed to compare the informal and formal contractors, most of the private houses visited were in 
the surveyed area, and of values which could attract formal contractors. 
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Demographic data Q.Al to Q.A6 

Legality of business Q.A7to Q.A12 

~jorCtienu. Q.A13 

Collaboration with private Clienu 
Q.A14 to Q.A17 

Collaboration with large and medium 
formal conttactors QAt8 to Q.A21 

Collaboration with small formal 
contractors Q.A22 to Q.A25 

Collaboration with informal material 
suppliers Q.A26 and Q.A27 

Collaboration with informal equipment 
suppliers Q.A28 and Q.A29 

Operating problems 04-30 

Fi&ure 5.3 Issues addressed in the informal contractors' questionnaire. 

From a sample size of 750 informal contractors, only 405 responded to the interview. 

This represents a 54 per cent response rate. A summary of responses from the different 

regions of data collection is shown in Table 5.2. 

Table S.2 Summary of responses on informal contractors' questionnaire 

PLACE OF DATA Total number Number Number Percentage of Response 
COLLECTION available planned for responding to total planned for Rate (per cent) 

interview interview htterview 

DAR-ES-SALAAM 25,398 300 ISO 1.2 50 
ARUSHA 2,811 150 90 5.3 60 
OOOOMA 4,254 150 80 3.5 53 
MWANZA 4,654 150 85 3.2 57 
TOTAL 37,117 750 405 2.0 54 

The response rate of 54 per cent is low compared with the expected rate of 65-95 per 

cent (Czaja and Blair, 1996:32). This was attributable to problems of locating informal 

contractors active on construction sites for the interviews. However, the obtained 

response rate was sufficient for data analysis. 
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5.7.3 Sma).) forma) contractors' questionnaire 

The questionnaire for small formal contractors as shown in Appendix 5.7, consisted of 

24 questions intended to establish the working relationship between small formal 

contractors with private clients, big and medium fonnal contractors, informal material 

and equipment suppliers and informal contractors. The major issues addressed in the 

questionnaire and their relevant questions are summarised in Figure 5.4. 

Demographic data of the interviewed 
contractors Q.Bl to Q.B5 

Collaboration with private clients 
Q.B6 to Q.Bll 

Collaboration with large and medium 
formal contractors o.B12 to O.B16 

Collaboration with informal material 
suppliers Q.B17 ad Q.B18 

Collaboration with informal equipment 
suppliers Q.B19 and Q.B20 

Collaboration with infonnal contractors 
O.B21 and O.B22 

Start up problems Q.B23 

Operating problems Q.B24 

Figure S.4 Issues addressed in small fonnal contractors' questionnaire. 

An overall response rate of 55 per cent was achieved in the interviews with small formal 

contractors as summarised in Table 5.3. Again the obtained response rate is lower than 

expected. This was attributed to difficulties in locating the offices of registered small 

contractors, and the refusal of some contractors to be interviewed. 

TableS.3 Summary of responses on small fonnal contractors' questionnaire 

PLACE OF DATA Total number Number Number Percentage of Response 
COLLECTION available plamedfor responding to total planned Rate 

interview interview for interview 

DAR-ES-SALAAM 451 200 112 44 56 
ARUSHA 39 39 20 100 51 
OOOOMA 31 31 18 100 58 
MWANZA 32 32 15 100 47 
TOTAL 553 302 165 55 55 
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5.7.4 Large and medium formal contractors' questionnaire 

The questionnaire for large and medium formal contractors consisted of 20 questions 

intended to establish mainly the working relationship between large contractors with 

small formal and informal contractors, and informal equipment and the material 

supplier. The main issue addressed and the relevant questions in the questionnaire are 

summarised in Figure 5.5. The questionnaire is attached as Appendix 5.8. 

Demographic data of the interviewed 
contractors Q.Cl to Q,C5 

Collaboration with informal material 
suppliers Q. C6 to Q.CB 

Collaboration with infonnal equipment 
suooliers O. C9 to O.Cll 

Collaboration with small fonnal 
contmctors Q.C12 to Q.C15 

Collaboration with infonnal 
contmctorsQ.C16to Q,C20 

Figure 5.5 Issues addressed in large and medium formal contractors' questionnaire 

The rate of response by large and medium contractors to the interview is summarised in 

Table 5.4. An overall respo!lSe rate of 40 per cent was achieved. This low response rate 

was attributed to the refusal of contractors to respond to the questionnaires. Therefore, 

the interpretation of the responses on this questionnaire needs to be treated cautiously 

because it does not present views of the majority large and medium contractors. The 60 

per cent of unresponsive contractors could hold a view different from that obtained from 

the responding contractors. 

Table 5.4 Summary of responses on large and medium formal contractors' questionnaire 

PLACE OF DATA Total number Number Number Percentage of Response 
COLLECTION Available approached for responding to total approached Rate 

interview interview for interview 

DAR-ES-SALAAM 142 100 40 70 40 
ARUSHA 14 14 8 100 57 
DODOMA 8 8 2 100 25 
MWANZA 16 16 5 100 31 
TOTAL 180 138 SS 77 40 
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5.8 CONTRIBUTION TO KNOWLEDGE 

5.8.1 General 

This section looks at how this thesis would contribute to knowledge, which is an 

essential feature of a doctoral degree (Bless and Smith, 1995; Fellows and Liu, 1997; 

Leedy, 1977; Walker, 1997). According to Phillips and Pugh (1994:61), a doctoral 

degree research could be regarded as making an original contribution to knowledge if 

the research: 

a) carries out empirical work that has not been done before; 

b) makes a new synthesis that has not been tried before; 

c) makes a new interpretation of existing material; 

d) tries out something in a geographical area, such as a country, that has 

previously not been carried out in tlud area be/ore,· 

e) applies a particular technique in a novel way; 

f) introduces substantial new evidence to an old issue; 

g) is cross-disciplinary and uses different methodologies; and 

h) adds to knowledge in a way that has not previously been tried before. 

This research examined the relationship between formal and informal contractors in 

Tanzania, and how this relationship is influenced by the existing policies. Its theme fits 

in well with criterion (d) since no similar research has been conducted in Tanzania. The 

research would therefore offer a better understanding of how the informal construction 

sector operates in Tanzania and the impact of the policies on successful operation of the 

sector. It also fits in with criterion (t) since there is an assumed symbiotic relationship 

between the formal and informal construction sectors. This research offered to establish 

the nature of the relationships between the two sectors, and hence substantiate the 

assumed relationship. The coverage of the above two themes justifies it as a Ph.D. 

research. 

The research also aimed to test the three hypotheses put forward in the beginning of this 

chapter. The acceptance or rejection of the hypotheses would contribute to knowledge, 

as discussed in the following sections. 
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5.8.2 Hypothesis one 

The hypothesis states that "there are no appropriate policies on the informal sector 

activities in Tanzania". Provision of evidence for accepting or rejecting this hypothesis 

would contribute to knowledge on the current policy stand of the government of 

Tanzania on the informal sector activities. 

As discussed in Chapter Four, policies are important to give direction on what should be 

done, in this case, in the development of the informal construction sector. The presence, 

. absence or appropriateness of policies would help to explain the success or failure of the 

informal construction sector in Tanzania. 

Review of existing policies relevant to the informal and construction sectors in 

Tanzania as discussed in chapter four would enable the testing of this hypothesis. 

Further, the importance and modus operandi of informal contractors as would be 

revealed in Chapters Six and Seven would justify whether or not there is a need for 

policy intervention for the development of the informal construction sector. 

5.8.3 Hypothesis two 

This hypothesis, which states that "there are potential benefits of interaction between 

formal and informal construction sector", serves to show the extent of collaboration 

between the formal and informal construction sectors and the benefits through such 

collaboration. 

Chapter Two discussed the need for strengthened collaboration between the formal and 

informal sectors, and in Chapter Three it was suggested that the linkages between them 

were mutually beneficial. The provision of evidence to support or reject this hypothesis 

would contribute to knowledge on the nature of linkages that exist between the two 

sectors. The outcome of the interviews with the informal contractors, small contractors, 

and large and medium formal contractors to be discussed later in Chapter Seven would 

be used to test this hypothesis. 
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5.8.4 Hypothesis three 

Hypothesis three which states that the "lack of appropriate policies on the informal 

sector has resulted in the non-realisation of potential benefits of interaction between the 

formal and informal construction sectors in Tanzania" links the first and second 

hypotheses. It gives a causal relationship between the two hypotheses, and suggests that 

benefits of interaction between the two sectors could be realised if there were 

appropriate policies. 

Acceptance or rejection of this hypothesis would contribute to knowledge on the causal 

relationship between the policy and the issues it addresses. This hypothesis would be 

tested through deductive reasoning based on the first two hypotheses. A decision tree 

shown in Figure 5.6 will be used to determine whether hypothesis three should be 

accepted or rejected. Rejection or acceptance of hypothesis one and two would 

determine the acceptance or rejection of this hypothesis. It would only be accepted if 

both hypothesis one and two are accepted. 

HYPOTHESIS ONE HYPOTHESIS TWO HYP011IESIS THREE 

Figure 5.6 Decision tree to test hypothesis three. 

5.9 BIAS IN THE RESEARCH PROCESS 

Leedy (1997:219) defined bias as "any influence, condition, or set of conditions that 

singly or together distort the data from what may have been obtained under the 

conditions of pure chance~ furthermore, bias is any influence that may have disturbed 

the randomness by which the choice ofa sample population has been selected". 
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The following is the author's acknowledgement of possible bias in the research and the 

questionnaire. 

i) Randomness bias in the selection of the government institutions and individuals, 

and the informal contractors to be interviewed (Leedy, 1997). 

ii) Researcher bias on the self completed responses in the questionnaires. 

"Responses given in the closed questionnaire sometimes represent the 

researcher's and may not necessarily represent the respondent's answers or 

opinions in the absence of leading responses" (Fellows and Liu, 1997:91). 

iii) Researcher bias in the research design, data collection and analysis. This could 

be attributed to human error or misinterpretation (Leedy, 1997). 

iv) Respondent bias introduced by the respondents that did not respond or gave 

false information due to "mistrust, fear, conformity, or social status" (Bless and 

Smith, 1995:145) 

5.10 SUMMARY 

This chapter discussed the methodology adopted for this research, elaborating in 

particular on the sampling procedures and the tools used for data collection. It was 

shown that this research is deductive aiming to test existing knowledge rather than 

generating a new theory. The research was a triangulated one, making use of qualitative 

and quantitative methods, as well as archival and opinion strategies to collect the 

necessary data. 

Detailed discussion of the questionnaires and response rates to the administered 

questionnaires was made. The response rate to small contractors' questionnaires 

equalled that of informal contractors' questionnaire at around 55 per cent, while that of 

large and medium contractors was 40 per cent. The observed response rates were 

satisfactory for the purpose of data collection, but make it impossible to generalise the 

results to all contractors. 
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The chapter also discussed how the research hypotheses will be tested, in the light of 

data collected from the field, and how this will lead to the contribution of knowledge. 

Chapter Six will make use of the collected data to discuss the characteristics of the 

informal contractors in Tanzania. In the same way, Chapter Seven will use the data to 

discuss the working relationship between .the formal and informal contractors in 

Tanzania. 

170 



CHAPTER SIX 

CHARACTERISTICS OF INFORMAL CONTRACTORS 
IN TANZANIA 

6.1 INTRODUCTION 

Chapter Five discussed the research methodology and methods of data collection. The 

collected data is used in this chapter to discuss the characteristics of the informal 

contractors in Tanzania to reveal the extent and the importance of the informal 

construction sector in Tanzania. This is important to establish the justification for its 

development. 

The chapter examines the informal contractors' basic demographic data, ownership of 

basic resources, source of materials and equipment, motives of establishing business, 

reasons for not formalising their business and source of capital. It also discusses 

difficulties experienced by the informal contractors in establishing and running a 

business and the contribution of the informal construction sector to the national 

economy. Responses by the informal contractors to questions AI-A30 of the informal 

contractors' survey questionnaire attached as Appendix 5.6 in this thesis were used for 

that purpose. In addition, information gathered from the NISS (GOT, 1991a) and the 

DISS (GOT, 1995) was used to compare and/or establish some of the characteristics. 

A brief overview is first given on the purpose and methodology of the informal sector 

surveys, and this is later followed by detailed characteristics of the informal contractors. 

6.2 INFORMAL SECfOR SURVEYS (1991 AND 1995) 

In an effort to understand its informal sector, the Tanzanian government conducted a 

country wide NISS in 1991 (GOT, 1991a) and the DISS in 1995 (GOT, 1995). Both 

surveys concentrated on all possible informal sector activities, in which construction is a 

subset. The NISS and DISS covered 163,438 and 15,008 informal construction 

enterprises respectively. 
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In the NISS, 22,327 informal construction enterprises were covered in the Dar-es­

Salaam city alone, representing 14 per cent of the informal construction sector 

enterprises covered countrywide. All urban areas including Dar-es-Salaam represented 

31 per cent of the total indicating that majority (69 per cent) of the informal sector 

construction enterprises were found in the rural areas. It is important to note that the 

high number of informal construction enterprises is due to the fact that more than 98 per 

cent are sole proprietorships. This implies that the 22,327 informal construction sector 

enterprises in actual fact represented individuals (GOT, 1991 a). 

The basic definition of the informal sector as used in the NISS and DISS was given in 

Chapter Two of this thesis26
• The main difference in the definition that was used for the 

two studies related to the size of paid employees. In the NISS, informal sector 

enterprises with more than five paid employees were excluded from the survey, while 

the DISS expanded the limit to ten paid employees. 
< 

The NISS and DISS data provided point estimates of the informal sector in 1991 and 

1995 respectively. To make a comparison of the data, particularly monetary values, it 

was important to make sure that effects of inflation and the effects of the definition and 

criteria for grouping the informal sector operators are taken into account. 

The data for the Construction Industry Enterprises (ICE) from the NISS and DISS 

discussed in this thesis is summarised in Appendix 6.1 and 6.2 respectively. This data 

was only referred to in the discussions but it was not reproduced in the body of the 

report either in the form of tables or charts. However, to allow cross-referencing of data 

from the NISS and DISS, letters "D" and "E" have been assigned to refer to Tables 

represented in the appendices. 

• D - Refers to tables summarising the NISS data shown in Appendix 6.1 

• E - Refers to tables summarising the DISS data shown in Appendix 6.2 

26 For the definition of informal sector see page 27. 
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These letters, together with the corresponding number of the table, appear in the 

brackets in bold font in front of the sentence referring to information from the NISS or 

DISS. 

6.3 INFORMAL CONTRACTORS SURVEY 

The Informal Contractors' Survey (ICS) refers to interviews, which were administered 

to the informal contractors. The methodology and tools used for collecting data for the 

ICS were discussed in detail in Chapter Five. 

The informal construction sector was defined in Chapter Three27
. The les adopted the 

same definition. Unlike the NISS and DISS, it had no limit on the number of paid 

employees. Actually, the only criteria used to classify the individuals or the enterprises 

as informal, was the non-possession of a business licence and/or registrati~n certificate 

from the CRB. 

In this chapter, the term Informal Construction Enterprise (ICE) used in the NISS and 

DISS to describe an enterprises operating a construction business in the informal sector, 

is used interchangeably with the term Informal Contractor (IC) as used in the Informal 

Contractor's Survey (ICS). 

Questions AI-A30 of the informal contractors' survey questionnaire were used in the 

following discussions. To allow cross-referencing, each table or figure refers to the 

question to which it is based. The bold numbers in brackets in the title of a table or 

figure represent the relevant question in the questionnaire. The informal contractors' 

questionnaire is attached as Appendix 5.6. 

l7 For the defmition of informal construction sector see page 85 
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6.4 ICE OWNERSHIP AND EMPLOYMENT 

The studies revealed that individuals own most of the ICE. Table 6.1 shows that 76 per 

cent of enterprises are of sole proprietorship, as compared to 24 per cent partnership 

enterprises. The NISS and DISS established that 99 and 98 per cent of the enterprises 

are sole proprietorship respectively (D4&El). Both the NISS and DISS showed that 

males owning 99 and 96 per cent of the enterprises respectively dominate the informal 

construction sector (Dl&E3). 

Table 6.1 Ownership ofinformaI construction enterprises (AI). 

Cateeol'Y Total 
Sole ownership Partnership n tive 

Number of responses 308 97 . 405 
Percentage 76% 24% 00/0 180% 

The figures of sole ownership of the ICE established by the ICS are low compared to 

those of the DISS and NISS. According to Msita (1999'18
, this could be attributed to the 

increasing trend of skilled and unskilled persons to mobilise themselves into gangs that 

specialise in carrying out specific manual construction tasks like concreting, excavation, 

etc. These fall under the category of partnership, and hence a higher percentage of 

partnership firms obtained in the ICS compared to the NISS and DISS. 

The ICS further established that 67 per cent of enterprises are owned by artisans, 18 per 

cent are owned by civiVhuilding engineering technicians, and 9 per cent are owned by 

non·technical people (see Figure 6.1). These results corroborate the establishment 

background of small contractors discussed in section 3.4.3. Based on these results, it 

could be concluded that most informal construction enterprises are sole proprietorship 

and have been established through the trade route by former trade persons i.e. artisans. 

Regarding employment, the informal contractors employed mainly unskilled and skilled 

labourers on a part.time basis. Figure 6.1 shows that about 75 and 63 per cent of the 

interviewed enterprises were employing between two and five unskilled and skilled 

28 Comments during an interview with Mr. Msita, the Executive Secretary of National Construction Council. 
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6.5 EQIlIPMENT OWNERSHI P 
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Reiernn~ to Flgur~ 6 3. the mforrnal cont ractors on average execut~d projects that were 

three and halftLmes bigger than the allowed limit ofTshs one million Taking this a$ a 

::rt~enon. ~9 ;:tel cent uf mformal corrtractOf~ were actually ope rattnS Lllegally by 

n ecuting projects that e~ceeded the allowed upper limit for ume8L>tered contractor, J:, 

dl;cussed III section 3 (, Z 
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6.7 OI'ERAT[\'G I.OCATION 

All thc imerv!ewcd Lnformal comract(JfS In the les were active 00 construction SHes 

Table 6 J ,hows thl onl~'l' per cent oithe comractors had an office, service workshop 

('If sta r ag~ yard /\gam, it is found llu t most of Ihe informal contractors would Mt 

quali fy \0 regtster meLr compaOl~S it entry level as Ihe eRB requLftS them to have an 

office of not k5S thao ter. square metres (Mugasa. 1999, eRB, 2000b) 



The N1SS re"ea!ed Wt 8J per cent of Ihe mformal construe-uon emerpnscs operaled 

fronl 110 fixed locauon ( US) compared 10 <;8 per cern ""Ih Ihc DlS~ The OISS further 
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licenses and 4 per cent had licenses as building maten!l !,uppher.~. but deCIded 10 ex tem! 
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licenses ThIs fi~uIe ~or.cors w;lh thaI obtained by the DISS, ""tlich revealed Ihal 97 per 
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problem 01 reason , ~ "cry 'mponan\ and a ,alut of on~ means Ihllt II IS t~ leaSI 

unponiltll 111C ImponBuc<: lnde~ has been uicullllcd USIn~ cqua\lon 6 I (A)·Khllll and 

Al-Gluo/ly, 1999 M9, Small"ood, 2000 Ill) 
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Importance Incex (II) ~ W, x F, 
N 

equation 6 1 

Where W, - Weljo;h! assigned to the op!!on on the unpon~"ce scale 

F = The number- of respo<ldcnls",ho responded 10 1" npnon or gave I" rank 

N - T Dial number of respondcnJs 

The t" rfqUtn ~)' tndn (1'1) is ImrodoccO 10 e>rplam !he C\IMll.'frequenq "11h .... hl(,h 

ini(lrmal contractors lake a certain opllnn This mdex can like vaJut'S between one and 

three A \~Iue oflhrce means lhilltlcopllnn" '1 ..... )$ laken ancll ,-aloe of one nleiM 

Ihe oFl!on Ii n01 laken I: all The Freq~nO!) Inde~ has been cl lculat..d u"ng eGuallon 

" 
Frequency Index \FIJ= W 'N

XF 
eQUation 6 2 

W" F, ami j\. has Ih~' 5IIrll<! meaning as III equ~1I0116 1 

I he A"tragt Rankin !:. Indu (AR t) 15 Introduced 10 represen l lhe Ilnlmg ana<:1\ed 10 II 

given reason by Ihe Inter.'lewe<! contractors, and IS computed uSmg Equation ~ J An 

AveiBgC Ranking Index of one means lhal the offered reason ranked very high "hlle an 

I\velOlge Ranking I nde~ of1!uo:e means that the reason ranked very 10 .... 

Average Rankmg Index (ARI) " R'~ F, , .. ," equation 6 3 

Where~, and (\' hH~ the UIllc meanln!! a' in equatIOn 6 I and R, · Rank ufille ~iven 

18' 



'lable t. ~ sho,",s ThaT ,nformal contractors posse1.~lRg busin~$s licen$c~ as malenal 

supphels ~nco,mte.~.,! the fo!lo ..... 'ng probl~m5 when processing a Irccn~c ""cieal 

proccdurel {II"' ,}, IMII procedures and dIfficultIes In mttunl! r~quirem~IlIJi (11m2 8) 

and corruptl\)I1 ( II - ~l How~v~r , lhcSo! results alc not retlccllw ur the "'~Junly uf lilt 

comr~CIOfS Since they lIwolved only 4 per cent of Ihe interviewed contractors 

T .1, lr 6,!i Prohlem. laced "hclI processl"!; a bUS,nc!I license ( A~I 

" II 

" ". 

IIII! ,n n'eculI~ L. 
'''''l,mc",e,~. 

The Inl'onllol contractors whO operated without business licenses cned Ille .bi!.t, to 

opernle \.\lthoul a hc~nse iii th~ rnaln leanm ror mIl obtalnlRl! une ( 11- 26) Other 

reasons Illclude 11IIlh :('ISl~, dlflkuh requl~emenls and C'Jmbero;ome procedures but the\' 

were nOi as imporlall\ as shOl'on by thetr low Imponance Indl~e5 In Table 6 6 

T ~btr 6,6 RCJ!;OII. I:,,'cn b> mformal conlraCIOfS for IlOl obLlIIun8 bUSIIIC5I hcclUl'S (AI OJ 

( II) 

As explaIned 111 Seclion J 6 2, any contractor conducting a construction bus:ness in 

[aIIZ8.IlI8. must he regiSlered ..... ,111 the eRn In this panlcular case Tahl~ 6 1 shew.s that , 

011 tile one hand , 51 pcr CCllt of Informal contractors exprcssed tllclT '&I1manee on the 

CXISltl1CC of the CRH, and Ihat It was In fili:t tl1ega\ 10 CondI>L1 con~ruC1ion business 

.... ,lhnUl regIstering These COnU1Lctors were not reqUIred to offer reasons fOl IVIl 

regIstering, a~ n .... as a.ssumed lhal ignoram:r is the main factor On llle ntller hand, J1 

per eenl of the Informal contractors knew' of the eJUSlenec or thc (,RB and Ihat II .... as 

'" 



Illegal to cOllduct ~ construct,on bu£im:£, withOut regt,tering Tlleir mam reasom fur 001 

regiSlenng willl Ille eRB include tne anility {() operate withoul registering, difficult 

re'lULr"ment~. hLgh costs and cumho:1wme pnxedurcs The ;mpol1ance attached 10 Ihe 

reasons by tile con:raclors is almost lhe same !s depICled by the lmpor1anc~ lndL~es !II 

Table'.> 8 

T~hk 6.7 ,\"arcnc'SS oflh. mformal COJUr3CtorS on the 
C~lstell« of the (RD (A l l) 

Number 01 r. IlS<S 
Peraen!.ll of lot.Lll ~O~ 

A high percentage of comractnrs expressmg igoorance 011 the existence of tile eRB 

suggest that the eRE need to take a more act,ve role to promote its e;.:;istellCe I'crllaps 

this could be achieved by inslLluttng incenuves for reSl~il'nng with CRB. ratller than 

uSing penalties for n(lt ckling 0(1 ThLs will be enumeraled later In this thesis 

Table 6.8 Reason' for the Informal contractor, not reglSten~ With the eRB (AI2) 

6.9 MOTIVES fOR ESTABLISUING BUS INESS 

The lCS did nOI establish the Informal comractnrs' m~llIves for establishing a 

(·onstfl.lctLOn busmes, However, the DISS established the reawnslmolp/e, that madc 

()wnt:r~ of the ",formal consl'UClJon enterpme~ e£tabhsh a con~truct'on business. III 

which 35 per ce:lI 0f owner~ Lndi~ated lhat unavailability of ulner ,,"o,k was the nlJJor 

reason (E8) Other reasons tncloded earning addLllona\ 'ncome for the lomily (I ~ per 

cem), providing cmploymcllI lm.ing been released ff()m other work (12 per ctnt) alld 

I:'irnmg good Income provi:.kd b)' construction tlu!.ines~ (8 per cent) The offered 

reasons su~est tnaL the informal construction Oosiness was regarded as a sun!lvai 

'" 



,tr~t~~)' fur p~uple tht ha~~ bt:~n ul1ab l~ w obtatn ~mplu>'ment in other alea.s Of ior 

?Wple thM lost their previous employment 

6.1 (I 11'ifORMAL CONTRACTORS' C UF.fI>l'S 

,\11 the ~r\'t)s ~ddru .. \ed the t~r.ue of clIents to the informal COntractor. Th~ :\' 155 alld 

DlSS ",,..,.e parhcularly conc~rnetl wlIh all clients, and th~y revealed that 91 and ')<; pCI' 

te:lt respectl~el) of the Informal contract('lr\' chents were pnvat~ indIVIduals 

( 024&[':') 

n,~ It:S tned W eStablish the elItcnt 10 whIch til<' Informal cornractors were working 

... irh pri\'iuc clienls .. fegjslerec small comraClan, and feglsttr~d largc and medium 

COlllr&ctors " able {'9 IndIcates that ",fonnal coniJ&ctOlS ... ",~ IfUImly cmplo~'~ by 

tndwldual privat~ clients (fl "2 4) llowevef. the extent to whICh they WOf!: for lar)!e 

Bml medIum COlluaCIOIS .uld small conHacto~ ,\-as 10 .... and the same (Fiori 5) 

6, 11 "ORKI:oIG R(LA TIONSH 11> lIr.nn: £I'<; IN fORMA L 
CONTR,.\ CroRS WITII CLlE~TS 

n,e IIrc~lous ~eC\lon ha~ ,hown Ihat private chena and 13rgc, med,um, nnd mll!l 

COntractors employ mformal contractors Tnc Frequel'Jol;~ !tIdicc~ shown In Table 6 10 

md,Clllc 111m mformal conll1lClor~ ale prcdomlllantly emplo)cd by private clients 10 

supply labour only IFI-2 8) HowC'.'el , theu elllploymel1l 10 luge:, mc<hum and small 

comractllf) I~ l:mued 10 Ih~ SlIppty oflabouf only (F1- J) 
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l l bl. 6. lO T !I'C of se, V""" offered h, ",Iollnal "ontr"~!Or' to 

d «,,1> (.-\ 14, ,\ III :l..tu( ,\22 , 

i l\""C".,c,iCht .. I I FtoqU"n<) ",.10.1'",,,1>0:;, or 
~ndrng ront"""<JflO 

I AI,,"), SonlC_~~"c, N7t 
I ..l:!l -2 11 

PIIU'.c c lLentS 11>.'· 3 ~~J Libow' only ! J3~ 4.1 IU-----l 
Full=nl"",1 

HI -r " 1,~ 

Ll'l"' alld hl(,<ilUl1L L.;Ibou, onl) I '" · · 
':":mU:lCtCrS (N ' 119:· fi~1I ro.."I;' . , · n~ J 
Sn,,11 "<)111 m, II,,, Lilbout onh '" · · , 
rN - I'!_11 Ful l ,,"~n'" , . · I 'I~ 

· 

F''''IucrOC) 
I r.kx lFI) 

" " , , 
; , 

T3bl~ 6 II ShO·.H ' hat : 3 am! 12 pcr ~'cnt of tl'.e u,tollnal ~o:"'t,"CtO:5 cmplo\'cd b" 

!l"\~lt ~lrc rns ul\(!enoo~ la!>our and full C(lntracl ~ to con>lruct complete budd"lgs 

re5pecl"' el~ Olnel\\-Ise Ihe majotlty ofCOnlf&CIOli .... e'~ cmplovcd b,' "rHa'e clienTS . 

• m~ II ~onlraC l nr~. Rnd medium and 1M lie conlr3 ,lor~ {(J prQ~~dc I"bour IU ~llITy OUI J;OI1lC 

spo:clfl~ a~t lvI IL e~ In ~ bUlldlllg plO)~el The ma,n aCI"II1C~ ;::arr 'cd (!U; meltle.: 

c~ca"alt(m C(I!\creclol! 51cel (j~ln!!. muunrv amI carpenuy \>'Q:I.~ 

hbl~ 6. 11 T ''PC of ~t' l\ UIC~ C'"~lTml 0'" b\ Info: ... al o ..... : r.)~I\)I> "hC'l "''' ~ '''!; 
f,'I d,ff~rt"l dlt:ll~ I " I ~ A 19 aOO A l l ) 

PRj\An nlEI>.'TS 
N°lU) 

L'OI>.'llIAC1'OOS , C:O ... '11tAt"TOkS 
.... ('TJ\l l1F~ 

• 

". 

'" 



Table 6 12 ta bu lates the problem~ that the Inter,- ,ev. cd 'nformal (Oil! facto" c"wunl ered 

",hen workmg for private cl'ems, ~ma ll and large and nl~dium contractors Irre,p~cl ive 

of the (' I'CnlS IIley ",nrked for, thc\' cncoum~red the >amc proolem>. namel )" ~da}cd 

pa; .. mcnt~ bv th~ chents, laic del"'cl} ui"matertai> by the clients and the poor ql.1 a~lI y of 

matenaL; >up ph(;(l b) lh~ c l,ents The problf,ms. with a computed I"'pmta"c~ index Jf 

less than twu, WeJ~ [cga,d~d a, [1ot v~ry severe to th~ contraclOfS 

Table 6, 12 Probkm5 "xptoflcn,cd b, Ihe mform,! ,ootracwrs "h,,, \\ ork,n)); 
",In ,""",us (i\ t 6, ,\20 and A 14) 

, , , 
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, . , 
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, 
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' , 
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" 
U 
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" 

Earlie, ,r. (n" thesl> II .va, ,u!:\!:\e,lcd tnat the,e wa, a Wmb'U('L rel~(ionship nClween 

Ihe Informal c,mtrac(u[s Jnd Ih~" d,~r1(S T~blc 6 lJ sl](]w~ that mf,~rmal ~omractor~ 

hene fLIW from chems b~' gellLn;:- phs. ImprO'.',ng lht, . finanCIal posHlon aim gamin.'( 
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~",lIs The contra.:tOf) petceovo::d more ~on on sklll~ when walling fo r lllge aoo 

medium conrraaor5 (11*2 7) than ... hen wor."ng [Of smal l comracrors anc pn "'are 

dn:nr $ (11=2 4 ) Later on ttll~ chapter !he bener.u gamed by fOlmal OOntr;tCl0' 'j on 

o;ubconlTlcling to mforllUll comraacn ... , 11 be dl$CUssed 

T .hle 6.13 Ik"",flls g;:tu..,.j b~ Ih¢ InfCO"fII'I.! t l)nl".oc:tOfS "hen " 0,kll:8 ""h t l, e-nll 
1,\ 11 All and A25) 

.,-Jlm"' ........ 
'" LnIk. fU 

~ 
, NII, .. ",turt 

6.12 SO URCE OF MATt:RlALS AND EQUIPI\II::!'iT 

All tllf~ studies eslabli~hed Ihe source of mate,ials U)ed by the ,nforrna) conlflctors 

The [CS. however. did not explore all possible sources of material, hut exanllnod onl)' 

the eXle~ to .... hich rhe mformal contractors oblamed then malef,al ~nd ~lIu'pmenl Ii-om 

Informal supplier) and the reasons for doing so 

(iern:rally , accordmllto ICS, onl)' 300ul 12 per cent oftlit: informal contractors werkmg 

for pnvalc clienn supplied malenal for the work Table (, 14, which show~ that oV~Ta!l 

rhere was very ionic use of materials from mformal supphers, supports Ihis 

The reasons !;iven for using materral from informal suppliers and thell Average 

Rankmg lnd,ce~ are B,ven!fl Table b IS 
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Table 6. 14 Wo,klll~ rd,l(u)",I"p, bel" CC" (he ,~f"'m' I C<'~lr'cW" "lYj 
lhe mfonml n"'l""a j ~ ,uppllc",", (A261 

H1' " ' -,1 " , ' , ' , , 

, 

l'roG ueDC) 
Index (FJ) 

Jable6,J5 RC'Jsons of mfc'rmll CQntr~C1()r~ for u~"'g ,O""J1J"I ' O~ m~lL:n~1 frcm (he 
,n fc,,, ,,,1 ""'I",,~I, supphcn IA2~ ) 

, , 

, , 
," 

, , , 

I" , 

" 
" 

" " 

, , 

Contractors "'CIC requ~5lcd (0 identify Tl1Je~ reasons for \Jsing male" ,,1 fr"m ,nlo,mal 

r" atC"dl supp"~ r s and r3nk them one IC) three I~ orde r of Illl p"nancc Thbe ",erc ust:d 

t oc~mpllt~ Ih A' ~J2.g~ Rank;"g hdex (ARl) de!i,,~d III o:quatl~" 15 3 In calculating th~ 

\ft! , ~ach conSlll.!clwn malena l leplescllIcd In Table 6 15 l-\.-a.1 cansldNed 10 be 

,,,depcnde"l Of the rea£..lns ,)ffered, ,>upplementat'on of (lther ,PUKCS of c"nstru(1i lln 

mat~j)al rad .. , h')l.hc r Uvll=I,I, fnllowcd by Ihc 3va1labd,l y '-Jf I!:~ []Iatella l when 

rey wred (}\RI~2) aud lastly cheapntss of the makrlal (:\RI= 2 \) Good 4\131>1: ()frh~ 

materia l '''lh ARI - 27 was r~garded not (0 be an -,:TIrnnam reaS<.Hl II , hould h,-"'· ~\'e, 

be ",-,led tb( l ht~ f,nd lng can not b~ gcnc, a\"cd rO t all c()Il\ract('r, ~i"ct It lI1\'ol\'cd onh' 

12 p~' cent "rtlle IIlte~,· ,cwcd conlraC("'S 

Ill! 



Tabli: (, 16 $hOWl that there WIIS a moderate frequency (F I&1 7) of the Infolm81 

conlradurs to obta," ~qUlpmem from thc mformal equ'pm~nt ~uppll~r~ Th~ matn 

~qu>pm~m hired included concrete mixing and compaellon equipmenl, and transport 

cqulpntenl hh tipper truch and pl~kups The type of equipmem hired represented Ihe 

most common equlpmem used h;. Jmall contractors for builo:!ing works 

I ,bit 6.16 Worl.,ng rcl;l.1I0nsh,p~ bctw~cn inr ormal contractors ~"d 
,,,ror"~ <:'1u1pnl<:nl lupploers (1028) 

r_t>le b 17 shows the reasons gwen by the Informal (ann ac tors fOf oblalmng equipment 

from 'he Informal etllupment suppliers, which ,"dudo, tile supplC1lJemetlOn of 

[Ont raCiors' tquipment holdUl~ fARI-1 J), cheap hire rales for tilt eqtllPr:lt:nt 

(ARI '-] 7) and availabllily af lhe equlpmem "'hen reqUIred (ARloo:20) It $hould l>c 

nott<! ho:re tlla, Iltllou.!!.h tilt SUl>C~ Indicated t llat r:(.[UlpmtI1l .... as IIlred to suppkmell! 

~ontrIlCiorl' holdIng, in ;\erual fael as tho",.n III Table 6 2. mOSI of the contractors dId 

nul own lin) equIpment at all 

The NISS re\-ealed th~1 45 and 6 pcr cent 01' the informal contractors obtamed malena!s 

fro m indiVIduals and $m~1l crrcrpris.es resp«ti\'ely. and 43 per ccnt needed no m~tenals 

(Ull) On the ~n!rary, DISS re\"e~led that 90 per cent of the Informal contractorJ did 

nm Indicate their source of mll~riab ([ 6). Under such circumstances, il collid be 

concluded tllal chents supplted material for plOject~ under the c~ccuti on of tile Informal 

comraCiors tllat rupond~d 10 Ille InlefV1CW 



T ~bl~ 6 .1 ~ Rc~ b> the mfofllllll ::Onlr;K:1<lfS for <lwlg """SIJ"lJ~I~ln c'l'''p"II,;nl f'<nIl 
mf.xmaJ equlpmenl ,up;>he" IA1~1 

, m •. '<C" 

i Ct'1o;n:lC " "1 . • 

• 

Un!> ,~~ NI~S In\tsUS3Ie.1 r"(>hlcms Ih~1 Ihc .nl(>".~ 1 con:ract()l~ c~pc"cn~"Cd "hen 

~slubl l ,II IILg :heu bu II lie«, I! ~"'!abl ! shed Lhal lac ... of adc<.jUllLc C<l p""J dlllkuh 8CC<:5S 10 

c!ju,pmcnl and spar( p311~. and ddlkullies In gelli ng cu~omen were the m:un p:oblcn'.s 

(0 161 

All three ~I\ldlc> c~ta:'\hhcd IIIaJo. u~r alms d, fl";cuh,l.'s uf I h Info:mal l'Ont!':lCl or~ 

1"h(o maIn p,oblems e.<;I J bl'~h~ b\ the ICS are shown Ir. ' j ab le 6 18 3nd Ind,,:!1.' lack 01 

fin anelll); (lr ~ 2 'J}. d,meul!!I." 111 OtIl JII1 In); proJe<:!~ (11;,2 8J lao.. 01 equIpment ( 11- 2) 

and lack of skilled labour (11"'18) Th( e)labll5lk.'d fl.'aSon. corroborate .... ,6 t:'ose 

cmhbshcd b, :h~ NI5S In;:! 0155 

,so 



T ab~ b. L 8 Operatmg problems faced b, the 'nformal ~omraC\or.i (A 30) 

6.14 CAPITAL A"' Ll SOURCE OF CA PITAL 

Onl) lhe: NISS BOO I)IS~ eSlabhs llc:d Illc m'1I11 capl1al requorc<lto !!Iar! a l.ou~,nc~s The 

NISS funher eslabhshed lhe: souro:: of capital Dc~plle Ihe duTlcuities the mformal 

OO:15tn:cllOn enterpn5eS Mve in iIC~lrinl! credl1 faclliliu or rais,ng capnal 11 was 

S'-l!Jjestc:d HI C hapler Three Illal ,t was nsy to tntel InlO the construC1!on bU~lII~i~, alld 

IhlS wuld be atlnooled to the low cap'I~ 1 ro::qu,red w stan and n.m a business Accordl"1I 

10 Ihe NISS and DlSS, Ille average sian up capnal for an 1("[: ",u T~h ~ S,SbO (US$ 24) 

on I()<JI and Tshs 10,S4S (115$ 37) In 1')<)~ respectively ( Ll ' •. 'HA) Till., when 

analysed I" lerms of LSI at tM currn~ nellall!!" rates IV llike CII1~ of high I!lflallun In 

T.anzama, too lcal<:"!o thai In 1995 ,I ..... u abuul I 5 tune~ rrn.:>re e1(p<:nslVc to C"l:tabh~h a 

bmi:tess as lUI Informal COn1fa~IOr compared 10 1991 

The ' ISS establi shed lhal 72 per cent of the ICl:;s ,",el l.' ~""SI.bhshed USlfll.( vwncrs' 

savings. IJ per cen: USl~ funds oblaincd from o .... ners· fnendslrcllthes . and' pcr cent 

uSing funds OoTTm-cd from fflcnds Indlol Iclah'CS ( ua) II hlllller cSlabhshcd that thf 

a-cngc jil\cd and "'Of~tng capllal for lin ICE III 1991 WU T$II$ 10.713 (lI~S 40) ~nd 

T~h$ 720 (USS j) I~pecu ... cl) (09&DIO) HowtvO". ahhough II , ~ a~ucd lhat .... ,Ih 

~u~h sm ~1I capitals 11 IS difficult 10 pl"O.(rCI and llrow 11110 ~ .;ompc:llll\" OOSII1(ss. for a 

poor COI.mlry. like TIIV.aI1lI. the CS1abhshed a'(rage Jil.CU r~ for capita.l .... oo ld he 

Ilnaffordablc to Ihe maJOfll)' o f the: popull. ion, .... hose an 3~erag~ ;>~I cap ... l<>tome IS 

les; Ihan one USS per day (GOT. 1996b. World Bank 2000) 

09' 



6_ 1 ~ <':0 "' rRIIi UTIO", TO "A-n o , '" I_ OtlTl' liT 

TIM: '\;ISS and 1liSS eslabhshed the co"mhulIOIl Oflh~ ''' formal S~Gt OT 10 the [\/IuolIlIl 

e<onomr as sullllnamed in "fable 6 19 

Compar ing the fi¥Ur~ of total groS) ootpot, 100al value add~d , total capItal formBllon 

Mud cmploymcnt for Dar_es·sa laa m ohtained by the ,\ISS and those of DlSS, there was 

an tnd,alll1,ll1 that the informal CO!lmUCIlOn sector was growing. 1'1Il.:! Its contribut ion to 

th~ national economy wu I n~Tt::I.~ml! For th", ca:;e or DiU -cs-Salaam, tit", nornbef of 

pl'Op!e cmplo;.·cd h\' the sector Increased by 11 per cent In fnur years (l99I·~S) 

SmultIT\y. when lhe comparrsun I~ made in tttrm of a more siable 1.:S5. Ihl' IOtal gro~s 

uutput. the 101.11) v~lue added Irld tOlal capital fOll114110n IIlcrca.\oed b~ 20. 44 and 15 per 

cent respe;u\'ely 

In (.ll1plCI T ..... o 11 Wa5 I;!rS¢USS«!Il!at household loCl,,·1I1e, const itute a ItOn .. monelaJ> 

pm uf the infu. mal sector Dill iOn Gross h~et.l Formahon (GCFJ anI;! u res> Domesltc 

P"xlUCl (GUP) for die oonSlroOlO1I ""dUSH), In Tanzantl WI.5 oblallte(! fTom lhe TCSIi 

(GOT. 1999a) and are 5ummafi zeC 10 Appendi'( 6) The contnbullun of rur&! own­

~un~l\Khon m thi5 elise u~gU"ded 1.5 a non· monetary "an O( II-~ t(ln~lmO Ion ",du~ry , !O 

the GCF a."l!l GI)I' ",as computed from the da'. '" Appeool)( c.; The feMIltS are shown 

III Figure 6 5 

Fl~UJe 6.5 reveals that lhe contribution o f rural-own cOt'lSlructi('>t> to the GIW of lhe 

conSIlUc\lon !uduslry was llbove 15 per cenl fOf almost tle\cn years (!987 to 1998) Wit h 

a ~ of 22 per cent in 1995 S,milarly_ I\> cOIllnbum)ll 11.1 th~ GC F 1.IfLhe con$lroc\Ion 

mduw)' dunng Ihe same period ... 'as above II) per cent with a puk of 16 per cent III 

'91 



\996 Taking the..e fIgures mto account the contnbuuon of the InformBI constl'\Jctlon 

sector to the economy IS ther(:for(: \eI'y SIgnIficant The contn'ounon cOl.lld even be 

hIgher Ii the O"''ll conmuctlO!\ of urban houses and con~tl'\Jction c3rJ1ed out by the 

Informal contt a'tol ~ for pl>ment ""cre Included 

, 
• 

2S 

~ '0 
s 

i 5 

~ oL-__________________________ ~ 

1937 19U \969 1990 199' 1992 1991 ISSoI 1995 \996 1 .... 7 19% 

Year 

........ ~ ot rural own cor,SlrurJ,on 1<1 GCF 

___ ',01 llOO-mooelary GOP 10 total GOP 

FiJ:vre 6 .5 Conlnb~llOn or rural """ con~lructioo to the rons\l>.lWOfl 
1!\d~~~·~ GDP and GCF 

SimIlarly. assum'''g that Ihe seleclt:d sample repre~~s the pupulalion, Table 620 

sho~ Ihe compute<! fiJ!ures oflevcl employment and volume of buSIness earned QUI In 

Ihe urban mformal ConstTUC!tOl1 :SC:Clor ba$Cd on Ihe lCS 



T .bk 6,20 Employment and Ie, cI of busmc,$ earned out In the T ""Z:II11"" 

urbat\ ,nformal "'''''trm:1J(I(I sc,;tOl '" )<:ar 2()()()(A2 .... rd A6) 

It is se<;:n )n Table 6 ~O. that the urban mformal cormructlOn sector significantly 

contrrbute, IC employment and "olume of constructior. busrness 

6.16 S\J MMARY 

This cbapter bas provided a summary of data tb.u was collected '..151:1£ Ihe i:1formal 

contractors ' questionnaire The data. tugether wnh Ihat obtaIned from the NISS and 

D1SS, was '..Ised to establish 1111: characteristics of thl" Tanzantan inform~l contractors 

I he estahl,.,hed cbaractensms suppcn some of the ugumena gi ..... en on prevIous 

;;haDlelS on 1be Importance of the Informal ~eClor ~nd elabQrate on how the "donnal 

contractors :onduci tbeir business 

TM Chapter establishetl the folluwms majur charactm~\i~5 of the informal contractors 

• .\lost ICE were of sole proprietorship, o\\Tled predominantly by men, 

• t>lajority of owoers of ICE are anisans, and the s!:ClOr emplo;> mamly unskilled 

• Maionty or [CEI did not own basic equIpment and d"J nOI have onke~ or 

wNkshops, 

• MlJomy ofco:llrac\ors (aooul S5 per cent) bad an annualtumover ber:ween Tsh.' 

2 to S million, which ,.<; below the average turnover ofTshs. 63 mtlh<J[\. With thi~ 

kInd ll~ tumo~·er. these contractor; were oontr~ve~!Ilg eRE's regulaltolls. 
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• ... lmOSI all (% per cent) of ICE were operaung wilhout busint:s~ h~encc.s They 

cited Illal the abiht~ to operate Wtthoulwsilless hcence contriwted to their failure 

w obtain hl:c l'.s e~, 

• "'buul half of thc mformal contractors wcrc una"Hre of the c:.lOSlence of 

contraclor. regu lating body (eRB), and even ior those that were aware of I\S 

exmenl:C, they cltell that ablltty 10 0fl\\late wnhout reg!Stra1ton, d'fficul! 

requirements and high costs contributed to lheir failu re to register , 

• !"here is limited collaboration hel\\CCn iniormal contractors and informal 

matertals and eqUlpm~1ll supplicr~, and 

• The major clients for Informal cOlllra~10f~ are pri,ate housc developer. as well as 

registered small and big contractors In all incidences, Ihe mformal contractors 

well: employed 1(1 supply labour only 

In summary, il was found that the informal conslruction sector is gru"ing in size and Its 

comnl>ution 10 the cccmom) IS increaSing In addition. many Informal COnlractors did 

nUl have the resources requncd to establtsh formal construcllon companies at em!)' 

level . and calT)' out small projeCls Ihal cnn not suStain growth 

fhe ch~racten~ttcs and the importance of the informal ~oru;lru~l1on secwr established 1:1 

Ihl~ Chaple!. will be used togelher with the findings on the nature of collaboration 

Detween formal and ,nformal contractors to te~ the hypotheses and de"elop policy 

prt.>pUsals laler In Ihls work Chapter seven is devoted 10 discussing the Millre of 

collaboration between formal and informal construction sectors ba~cd 011 the 

COllI! actors ' rnl'0ll.CS to the mformal and fOr mal contractorf surw, quesllunnatres 

'" 



(' l-l.o\ PTER SE, ' EN 

WOI(K I ~G Rt~ l .f\TIO~SHIP BETIVt:E:'Ii FORI\IAI, 
AND I ~FORi\ IAL CO ,\,STRUCn O,\, Sn -rORS 

7. 1 I1\TRO OllCTIO,"o: 

The pre,'lOus chapter cxamlll",d the ~""ral'h:f1~tln ofHlfonnal c.ulltral.;tors 110", they lIIe 

or!!illll,;.cd, 00'" Ihey operate and how tile)' ormtriOIUe to the na\lonal eCQrlOmj' ThIs 

chapler di5L'U»I:S the ""otk,n!! tdillOn~llIp btol"'~ell the formal and ,nformal 

c.on.o;t;llCllOn ~ctors III Tanz.ania II examines The rollaboraTion amongst The formal 

conmlaOIS and between formal contr3C·1Qr$ and informal commct<)rs, malenal suppliers 

and eqUipment supphers The wOrk cuntillncd in thl~ I:haptel "'Ill be used lall" 111 

ChaptcT I:.lght to test the re~earch hy pm hesl$ 

The discuuion In thi s chapter is based on lite response:;; of COntractors \i) lhe limaU 

contractor>' ~Uc>llol:nalre ("ppend,x ~ 7) and ,he large and medium contnctors' 

quesmmnill rc (l\ppelidiK ~ 8) TI"" data collc<:'";lfI ptOCel~ ~~,n!! Ihe"" qu~>1I0:lna"e~ 

was discussed In eMpler Five 

The table$ and figures shown in this ChaPlef rcfa 10 lhe relevant wn.-er queslioos 

,nc!ud~d III lite qlle~tlonna'res To a1lo\<. cross-rderencllIg. each t3ble rden to the 

quemulllu \\h,ch It ;$ based The bold lIumbc:rs In bfa.::h1s In !he ILl lc olille lable <.}f 

figure represent the rclt:~lI.nt lluc~1I0n III Ihe IlIJesl'\.I!Inll.n c LeUeu 8 and C IliIv~ b«n 

as ilgned to !he qUCtll0nnalfe 10 s:mpliry referencing 

• II _ Kcfers '0 thl' small I;Ontraaors questlOnMlrc (AppendiX S 7). and 

• C _ Refers 10 ,he large and medium COI~raaon ' qUC5liunnturc, Apperj("'~ 5 8) 



7.2 BASIC DEMOGRAPm C tHTA Of THE IJ'HERVI[WED 
COSTRACTORS 

7.2.1 Small rormal contractors 

Tlte cla~SlfiC4hon ofTanl.atlt.n C('r,It"ltlors "II discussed HI Section] <; I On the basj§ 

of t ll!~ dU§lfi.:;JtJOn. srru.1 ooouaClOfl Wf:Te ngarded u contractor~ legJ~a-ed by the 

eRB ir. classes \"1 ~n:1 \ '11 rlgUrc 7 I sho"s thaI OUl ofl()S ill"\l;lI contra~on that ... tle 

IrtC"rV • .,..·ed 7) ~ cenl .. -.:re III (lU! V]l and 25 per cem in claSi!i VI In lKkIi:ion. 42 

per (enl Of ll .. = oon:raClor$ Inter.l"",·ed were abo re8JSlered IS ci~11 Worki l;OrlIr3~"1or5 In 

cllS~es \1 and \-11 

., 
; . j 

• " 0 ", " , 
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0 ~" 
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" 0 

• " l " • , 
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"'Iure 7.1 CW:IeS of . tg'straIlOIl of thc "u'"-.... ·'C"l'cd Small COJItr3t1ors fD2) 

MoS! of Ihe mlco·u!we<! COl"ll l3Clor. indlcaled Ihat they worked fOI both public and 

priVile ~Ior chems Pnv.te stetor elie"!I" 35 u~ed in Ihis research, IIlciuded developers 

for C(lmm~"111 aflll I~>rdtntla.l houses Figure 7 ~ shows Ihll tltt avtrage Inl1ual 

turnove, of small COntrlCIOU was Tshs 248 and 82 million from public and pr"·ale 

~eC1Q1 c:,ents respectively The local average annual tumoV~1 was Tshs 29J m,llion, 

wnh 6 per cent of comraClOlS re)psttnnt; an ~nnual IUfPOVl:r below Tshs 50 mllh(lll and 

5 per cenl re81~tt'!1fl~ In Innual tum,)ver ~bc\"e Tshs 500 million 
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Fil"'~ 7.2 A\"cr:lg: a.:U1ualtu'oo'"<:! ufs:roll contr3ClOrs (OJ) 

Small comraetu.s, aCCQl"din!!- 10 the eRa·, c1aSlilfkal.on art nl)l allowcd 10 ClIcCllte 

pro/ecu ""'Ih ~4luts ClIcccdmg Tih~ 100 million (~Ilgas.t. 1999. eRB, 2000) Figure 

i:; show, lrut most of tOe: pWJcds ucaued by ~mall contractors "'cre "'lUlln the 

allQwed range, wilh mOSI of them fallong ~Io .... , Tsh SO million 1I0 .... ever. about 22 

per cellt of the Intcrvlewed COIHractors ca.rried OUI projects w.lh .. ;,JUts clu,;cedong Tshs 

100 mllhon AClually. 5 per ccnt of C<lnlraclors CIIlTIe-d OUI proJe-ctli wilh ,-alues abo,t 

Tshs 200 million, wluch IS dOllb lc Inc allowed clUI limit 

, 

1 
1 , 

f , 

ro 

'" 

" 

-. .-----
--, _ 1_ :L 
----.k 

I--

1-j 1- 1<1 l_l ~ :0 

FjiU r~ 7.J vaJuc of pfOJ.:cIS (")(cculed b} sm.:ill Cru!IIXton (fISI 

'" 



Under the n.ISling regulations in Tanzama, a contractnr wishing to constnJCl a proj~ct 

c"ceeding the allowed cla~s ilrrn must appl} lor, and obtain a dl~pensatlon from the 

eRB In grammg the dlspens3::on. the eRn would consider the expenen.:e of the 

~omra;:lOr, the S!le and co,:,\plexJty of the project , and the number of projects thaI h~ has 

In hand (MJhegi 2000b}1'J In d.is pamcular case, !! w,!.; nm established whclher the 

comr3::ton that e"ecuted prolech with values exceedlllg the class hmlt h~d ..,btaJned a 

d t spe~satLon It is. however, unlikely that dispensatio:, would be allowed ior projects 

v.-nh values equal to or more than tw,ce the class irma 

The small contractors ' quemornatre also establrshed the type and r.l.lmber (Ii slaff 

emplo) cd by the f,rm. Figure 7" 5how\ that 66 and 47 pc, cem of the In\cr .... lcv.-'ed 

:ontractors empluyed one admmistra!tv~ stafT and one stru~'turaVc;vi l engineer 

rCSlXc\!vely All The intemev.-ed contractors employed techni~ian5 65 per cent 

employed or.e 1~chnlclal1 and 35 p~r cenl employed t:ct,,~en two and four 1echnicians 

SImi larly. 86 per cent of the Irrtcr ... iewed contractors employed ~Iween or.e to four 

arti>ani. 91 per ~nt emplo),ed hetween two to nine skillcd labourers 84 per cenl 

emplo)'ed between r.e ~ a~d "'n'::feer, unsk illed labourers Lastly 22 pcr cent ... f the 

,nterviewed contractors employed more than twenly un:;killed labouren 
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As dl~l"U.l~ed In Chapter Throe. the eRB require5 ~ontral1or~ 10 employ a minimum 

number of technical ,Iill con:mensurate with Ihe cla~s of registration Ap!><'ndix, : 

shaw!; the IInnl IIlU 11! stair requir ClIlenls for 'hlrer~nt das~e5 of burld"!g and civIl works ' 

contractors The empha,is i~ placed mainly on the technical staff I e engineers. 

technicians and arllS<lns Conlnll10r, lire of course expected to employ more workers 

abnve Ihe minimum flgure.~ depending on Ihe" wor~lnD.ds So rhe number of workers 

empl<.>yed by contractors would fluctuate dependir'B un the number 01" projects available 

for excrullon .... 11 the contractors that were ln1er-iewed met the minimum staff 

requirements as s!lpulaleC I!I the ClUJ's reqUlfCmC!IIS It IS however, imp<.>l1ant to 

COIT'.:nent thaI wme contractors may have given numbers of employed staff falling 

",thm the CRB's requltemen! for the fear Ihal latet Lhe inlulmatron they prOVide may 

be us.ed against them 

1.2.2 Large and mfdium formal contraclOn 

n,~ eil., aCle,iMi"" of the imcrviewed COn\lacton were C~13bh,hcd b~' quc~tio". C I Iv 

CS In the questionnaire for large Bnd medium ~ontra~1ors o:!etalled III Figure 55 and 

411achcd 8S Appendix 5 M urge tfllltraClOr.;, a~ explamed in Sect.on:; 41. fall under 

c1ass.e~ I. Il and ][] In the CRB's register !'.ledium contractors fall und~r class IV and V 

figure 7"'i sho"s thaI 53 per cent tlf the Inlervle\\-ed cOntractors were In the large 

category. and 47 per cent were mthe medium (ateg<.>r)" At the ~amc lime 32 per cent of 

the ct"lntracmrs were operating as civil wnrks contractnr~ in v:uiou.1 classe.~ of 

registration 

Figure 76 shows that l()O and 94 pel cellI of the IJIter"VlclI"ed co"tra<..1or~ respe<:trvdy 

wor~ed for public sector and private sector diems The average annual turnover 

recorded by contraCtors from public chents was T~hs 1,787 milhon. With J8 per cent 

1~'"1:\ between Ishs ]()() and ~oo null ion. and J~ per celli between Tsh.~ ~O(l and 2 ,000 

mllhon and 27 per cent above Tshs 2.0Cl0 mIllion III contrast. the average annual 

1Urnnver recarded from private sector clients was one seventh (i e Tsh.1 21,8 minion) 

that of publIC ~ec:or cilem~, with 89 per cem being below hhs 5t10 million '!lIe 

average lotal alll1ual tn rnnvcr. which combllled turnover from private and publ ic .ectur 

client!. was Tshs 2.009 million, with 18 per ~cnt heln!!; be low Tshs 500 mdlion. 53 per 

'" 



~er.[ between Ts~s 500 and 2,000 mllhm. and 29 pel cent being abov~ Tshs 2,()J() 

1111lhon Tbest results in !leneral show [ht moS! of the Jobs tll;ewled by f:xmal 

CCnll'3t1ors come from public Y;CI{lr chenlS T~ leSllh~ however need 10 be 1remed 

.... nh CiUIIOn h was melluoned III Cmpter Three 1"I;a1 scme f::fTT'..al conuaclon undtrlUC 

pro" lle se<:tnr Jobs llSlng ,"form~1 CQnuacts III order 10 aVOId paYIng 13l1;eli l:1d OIhCl 

relate~ C()51S SO If.cre coule be a t'OSslbtluy or lhe~ contrl Clocs hidl :lg the Ir.come 

eal ned from the printe stewr 
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The ~al,Je of proJecu execu:ed by l;ugc and medHlm contractor. oc:(:,"pled tWO extreme 

ends some were bej,)W Tshs tOO million, which is Ihe allowed range lor .mall 

~cntraC1O!S In clas.s Vt whrle ottie's e.'(ceed Tsbs 3 billion Figure i 7 sh(lY"S t~at 63 

and 29 pc, ccnt of the ~ona~ctor$ had exlXuted prOjlXts "'Lth ~alue. belo,," Tlihs 100 

mLlhlln anc btlween T Shl 1,000 and 3,000 million re$pCCll\ely for public sector chen:s 

Onl) .: per cenl of wntraClers had executed contra,:. "mh vah;e~ grealtt lhan Tlhs 

tr.:ee blilion At Ihe s,1me lime. 89 per cem of contractors had exe~iJl~ P:OJel:tS wnh 

values leJ.5 than nhs 100 nil Ilion for prwate cilenlS 
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Grocral ly, ,I IS!ottI'1 thaI large and medium contracton engaged in all ~l.es of prOjects 

m~l udlfl; small pro,lCl:U capable of being ,ameli OUI b}' the small conlra,'lors This 

juSl,f,es the oppos;w:m that was na!!ed by this group of contnttors to a proposcC. by­

law by the eRE H:al w(]uld have limited Ihem to carry out small prOJe.:t5 (see SeCln)n 

3.1.1J II mU~1 ~owev~r be appreciate\! that a PfoJect may be ~mall tn Sue, biJt d,mcult 

10 eXKI'Ie by lhe small contractors, because ot' OIher raclorl Irke durallon or cOllVlenon 

an<! level of!C:c~,nology "lI'o!vcd Slmi\arly, 1101 cvery big prOject tn value tS dtfficult :0 

execute by small tontractors, hence the essel'l(;e of Sllnllng c.spensauons 10 allo w 

coJntract(]rs to oxec<lle projects With ~·.uue5 exceeding th~ set clau hmlls (Muhcgi 

20eOb) 
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A5 e)(pt:cltd, !n15 group of comrl..ClOrs emplo)'s quile a substarrtU1J Il\ll11bt'1 of 

aclrnln'SlfaUVe ~\aff, engineers Rnd ~ec ~l1llcian$ Figure 7 8 SIlOW! ~hal H peT cern of the 

Inter .... lewed cnnm1Jc:illn firms tnrp'oJy~d one admlTIlS(T1l1lve !'laIr, and -1-1 pt'1 (en! 

employed belwU\1 1 .... 0 and four At -ht same time, (>4 pcr een; oflhc firms emplO'ycd 

one wgrnteT and 27 per crnt emj)loy~d between 1 .... 0 and four 44 per cent ofltlc ,inn. 
emplo)ed one qu~:ulty Surveyor 

A high level vI emploYiT'tri of leo;:nflClans "as cstabhlhtd, With M per cent of frrms 

e:np;o)lng between tWO and row l~lmClam .md 24 pcr eeR! employing het"etn f"'e 

and nln", Wilh regard to lower qu:r.lrficatron staff, 64 per cent of the firms cmph,)ed 

bet"'ttn frve and nine artisans, 5S ~ . cent =ployed berween Itn and mneteen Sklll~d 

I~boureu, SS per cent =ployed bet"'een ' ..... enty and fony-ntne IlMkilled lab()urC1'S, l~ 

peT cen: employee belw«n fifty and ninety, nine unslalled labourers Onl~ 9 per ~en\ 

etllplo~C'd moTC tnan one huncred unsl:illed labourers 

," 

"" • , 
'" • , , 
." 

, , , , , 
• 
E 

II 
I 

C Adm.mS'."II,'t SI>ff 
D (",·, ~hwld,n~ en ~ln .. n ~~ l ~hnl~IJnl 
• MIl<J'" 
. l.'ns'lIlI:>! l»:Jure!"! 

• SrnICI~",I!C" ,I E,,~,n....:n 
C1Qu;anun sur-c',"('\s 
C 51;,110<1 LJI)oo."en 

Fi~u .. ' ,8 EmplOYTTlt;nt by t:uac;md mcdlllm Contfaao':i (C" ) 

202 

'Ii' 



7.3 "ORt..:I NG RELATIONSIlIP 81:T\\,U: f\o S:o.lA.LL (;ONTRACTORS 
\HTU CLl[~TS 

Table 7 I s/'.oy,.$ tl-.Olt 8-l per ,enl of tbe mler.·i~ed small contractors ..... orhd fur prlvatc 

Chenli Onl~' 16 pCl ..:rlll h~vc I1CH. worked fvr pmat~ ~h~!lt~ Table '1 ~ shows the 

re:a~n~ tl1..:at mOI"'aled Ib~ ,0nllactOfs 10 werl ror PJ"'alc chent,. Ihe maJur '",ason 

bClng th" Job opponurulles olfr:'u:d by Pflv3tC che.ds (II ~2 2}'o Other reas.oM .ncluded 

unbureaucratrc procr:'dUfe~ (11 -2). uncomplr;:aled contract do<;umenla1l0rl ( 11 =2). guud 

profit PJ()S~C1~ (11-1 Q) ~nd IImcly pa~menl b) pr.vate ~henlS ( 11- 1 8) 

T .b~ ~. I E ~Ic"t "r ...... 11 1'''''1 ..... 1''''' 
"",l,na f," I" ,~a1<: eI'e'':< I H61 
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.. he computed frequency Inde~ in Table 7 '1 AAO""~ lh.l more COrllJ3C!01~ ..... efe empli,l)'ed 

by prrvalC .:IiC rr1 1 on a l;,bour comriICI (H -2 2l' 3. compared to.t full comf.Cl (FI- l lI) 

Th driTerencc5 ~re . ho,,",c ver. negh~jlble AClu~lIy II was onl) ~bour 17 per ct'nl of 

conlraClors (hOlI undertook labour contracil only 

.. 1M [n,.,.."w ... ~rd<:. (Up,.., rltl'uloOl V .. "4""U"" (, 1 

" Il .. F' .......... ' b:!e> fI'!: ..... !cf'''''d ..... ","'''0" /, ~ 



Table 7.3 Type of ,,,,Vlee, offered b) small conlractor, 
to pm ale d lent< (881 

c 
Frequency sc.zkJNumbcr <>I" 

res odinR COntractor< rrnqucnq 
AI" ... ,. SOl"~t~~"::' Ne,er 11\dc~ (fl) 

<!! -'!L 
001 only " 

I II ~ " , . , 
I ' 

1111 Conltl:t . , I I ~ " " 

COntraClor~ were al~o required In th~ questIonnaire 10 expres~ problem~ Ihey 

em;ounle~etl when empluyed by p"vale ~lienb Table 74 sho ..... s thaI Ihe p~oblem~ 

Include delayed paymenls b~ the client (11 '" 19), poor qua lity and late d~),"~Ty of 

materials ~upphed by lhe clienl ( [[-I 'I) and lastly po'>l.ponement of execullOn of the 

agreed worh by the dient ([1=; 8) 

The 5m~1I conlJa;;tors ' questionnaIre also solicited from contractors Ihat had never 

worked for pn .. ate chenls the rea5ClIIS for nOI doing 10 ThIS group con515lW of 10 per 

cent of a Ii Ihe I nrervlewed COntractors. and they re~ponded Ihal a part from the fear of the 

possibllity of non-Fayme", by the clients and the long execution period for the projecl\. 

lhey had IIn·er been olTered jobs by p" .. ate chems Th,s is reflected by Ihe Importance 

[mlle.s shown III Table 7 5 

T ablr ,.~ Prool em. e~pC/lcnced by .mall contractor, "hen workmg fOJ" 
pHl·at< chents (B9) 

Problem ,,, 
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I Long ," J I - ~.: · 2- J 

, "~" I, ~~' ,00", ,,. 
, 

15 , - J' , 
~ 

. · " . 

-\nOlner ,mponant a_,pe~: Ina! "',1~ mvcSl ig,ned wa, the bencfns gained h lh~ \lIlall 

wnnaclO'~ wh"" ~rnpl<Jv",;l b P"".W ch ~"ls Table 7 6 !.!"·CS ,he benefns. the most 

,mronam hemg work opptfll.mi!lcs and galn)ng of ,kills an,l Income Th l ~ I~ leikctcrl 

!l\ Inc '''gh compuld Imparlance Indlce, 

I",penanoe sc" I<:"up.,1;Ic r of ro;pon d,o & COIl\,..t~ 
JmJlOn~ 

Iknerll V~" ,mf'Jn:u," imp"""," Lc.,,, "nport,"t IrIde.(Il ) 
----_. _, 11) {ll I I } 
C <>nlmu.-d worl load I J! " " Impro"Ing "»h n"" , I i <; I=" H 

~. 

C;'ILU"~ ... il>. , 11 ; -- I " " 
~.].2 L~ rgc and rnedlllrn canlraflGr~ 

Table 77 sn()W s lhal 51 per cent Orlne lnlCl'.'leWed 5mall C()nUaClms were emp loyed til 

ialgc 3~d mednlm C"ntra~[()n . and Ihe ~n.· lce~ offereo were l'Olilcd 10 laboul COfllr. d g 

,-,"1\ l) ,110.'<111\ '1 able'" ~ 

T .blt- ' .' E~I"nl ,',f ""all ~O<1t'~CI","~ h\ .... or ... 
fm lllg ~OnUJCLor, (U 1 2) 

\ ' ICS 

" 
" 

" 
" 



Tablt 7.S Type of sa\lUS oITacd ~ SrnlIU wnU:OClut"l 
'0 Largo: C.'lnII:tCIOfS \ H I ~ ) 

~r<q ... 1IC) SQIc, .... IImb,:r of 
I frr:qmll;} ~~ 

.'oJ", .. ~~ N71~ I II., (flJ 

'" Ubo", onJl ~ - - H. 

hoi ' conIr.KI - - .. '" 

, 

l"he ma,n ,eason\ offered for ";orkln8 fOI large and medium Mn1UC101~ IfC given In 

Table 79. the moSI Imporum being Ihll I.I~ and medium conHl ttOl$ provided 

opponUmtle5 for ... 011.: for smlU CQnlraCU"Ir' (11" 26) Ollie!" reaso"s indoor 

vppOflun,l,es 10 SI,II led'lnlcal alld n,anolgcH.1 skins (]]-~) 

Table 7.9 RU$UIH ()f snu!l co~r3~1On 10 .... 'uri for big «mIU::IOfS (HI») 

.-

I 
!mpCl<WIf% ~"""'u.mt..., of respondm, COfVacU>n "-R~~s~n Vm !mpcru .. !lnporW'l w", 1r"",,""'~ lnob (II) 

OL l~ ! I ) 
Un:.b!o IQ ,er ~ from I~h"r , ., 
so~rc=5 " V, '" ._-
Good pal b, bIg ~OO~;lor - " ~~ U 
1.«. Ilure::HlC!1I.r::r "Iron ,,'o~mg 
wllh bIll ;OllU'llCIOII - " '" " 
To lI"'" 1<c!,,"e.1 !ok,II~ - " . " . 
To 1\1111 "w\ilgcnal drll~ - " - ,., 
~OIhor \00II'00 Of Job . C · '" " " " 

Small CQnlracto'! that had IItver "or ked [01 large and medIum contractms ..... r. 

leqUe51ed to provide r.asons of not doing $0 They admiued fIOI having explOred the 

pnSSlblll1} <"If gelling Jobs from those contractors Thl~ 1~ ref1c~ud b>' an Importance 

Index oflMee for Ihal reason as shown in Table 7 JO 

Small comractnrs were IntervIewed on the poSSible benetiu lO be !!limed .... lIen they 

work fOJ large al>d medium contrllctors Table 7 II sho .... s that (he contnu:tnr~ eXp«led 

10 gllm technical experience (11"1 8). managerial \!Xpcrience ( 11'"2 7), IiCcess 10 jobs 

( 11-~ 5) and lII«1me (11-2 4) 

,0<> 



T .bl~ 1. 111 j{~~ns of Snl~ l, tQnCr.I::tNl MC "OI~ ,nG fOI Il'g" ;:"mllelo" ( Il 15) 

R,,"(Il' lm~"" 
I ",,' , , " I c, •• , 1M:::. (II) , 

i IZ-~ " . , 
. I" '1 

'" " 1 " .:~~:.o ". , , 
" !() 

1 

,,, 
" , .. .. "",'" '" "" . 

" " " , -,-,. 
" , . . , 

lkrd" 

". " " 

7. -1 Rl:Lo\ T IO:'\SIIII' BEn\ EEl\" I' ORMA L CO'll R. \ CTORS A "D 
INFORMA L MATERIAL SU PPLIERS 

7A.1 Small fo rmal conl ntClOrs 

1 

I 

TIIo: rn<!..lurlly ul" the small coni , acto,s ",d'Quctl Iha( on wme occnlon~ Ihcv had 

obta ined ,l1l'lr buil:!lng malenals from informal oo: ldln!.! matc"al ~upplir~ ( 11I~ IS 

Jellr...lru Hl lhe cnmplned f< e'lue",y indIces ~l1n"n in hgu'e 1 12 "hId ra nged h oIU 

I 91025 Th" If~ll'" malerlals ,nlfchascd loc!"dNl aggocgale'i. followffl b) lunbc.-r Hnd 

lImber products And lasl(' cuncr"le blocb and FlOxasl conc,!:"!" products Cemenl was 

h:..d \ oou~: :ro:n ,"formal suflphcls (FI- I ] i 



T.II I~ 7.12 ~ J"l"CrIC~ of .'oull 00""3 .. 101'$ 10 purch;J.S: m~I ~,,:lIs 
fro:" Info'mal ",:u~m.ll I"pph~'$ (U I 'J 

.-- , .. 
I BUIlding 11\.11(,,,,1 ,. , 

m 
I~ 

, , 
-f,-

I " 
, 

,2<. • , 
" II", , 

I w , , . " ~ " I '" ''', , • 
• " c,." " , '" 

Ff""looK'y I 
II>de> {I'l) 

-;:.--' 
l.! 

u J 

Th~ Illam reas.onS fOr prOCUring buold\ll); mal~n31s from Inlorrnal malenal ~ uppll~" J'" 

~ h(w.n m Tahle 7 Ii. Mirl ,ncluded wpplemCrllal.Orl of comr~CIO'$' own source, 

IARI·- I) ~od ~ , ~d~b ,ltl~ Or m31 ~rtal~ wh~n requited by the Conlr&CIO! (ARI--I ,,)l~ 

r ab le 7,13 Rca50n~ b, small ,omr~CIOr! for usong ,onstrucuon mat_flats flUm Informal 
malenJI suppl.ers (Ull1) 

'Of '" , 
1(11 ", , 

'" 
, _I ~ , " S 

, .. , 
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Table 7 H sl:ow~ Ihlll 82 pl"' CCIII ofla'ge B.lld llIed,um COI1I,a~10fS UldlCllN Ihlillhe' 

sor:ICllm~ obl<l"w-d bu"dmg rllir ena.l~ fr:lm the mformal huildmg malel'1ll~ 5Up;:rlre'~ 

The remain ing 18 per cenl ,,,d,c&led ,ha" h," hdd liner IJsed rnal efUlI~ f'Ur:llhls sour:;,.' 

\larefla"l'urc~~ rr.duded COfKfCle blod .... amillfecaSi COntltle products, limber and 

11J1,be: prodl. clS and a!4;I"g~["~ Th" ~orrJ~'ultd he-l"enc~ II1{hCl'~ shown In rablc 715 

" h,ch Iinge from 17 m I 9, Imply Ihal alilhe ma,ef1al~ menlloned h~d almostlhe same 

ire~uenc\' uf b,'rllil purchased, "'Ih :Ilt c\Ceplh1n of "emenl, whic h h"d ne'er been 

bouJi.ht (ro m lite mformaJ suppher~ (fl I) 

'r ~blf' ~ . 1 ~ r ICG~Cr\C' b, bIg.: ~nd mcul uno ~""tracl<~' "r I'ur<h",,,,!!. 
rn"'c!I.lI. fr" tll 1h~ IIlloolUI m.llcrrlJ s "pph~r s (C6) 

1""'(I\I<:n ... \)C, lc 
Atwa)1 ~~'n:t"T""'" ""'~l" 

'" _ (1) ( I ) 

"""Ib<.~ cf ('g ""~CIl'l' I " '" ._--
, l'~,ccnlllJC of 'C'I"'n>C$ ~" .~~ '''' 

~--

, "'cq...::ne, 
I"dc~ 1Ft) 

L' 

'I ahk 7.15 F rcqucn:, of mllCrul! purdus.:d b, b(!I~ and medIum ,"n lf"clor~ (C7) 

rB"'ld ",~ ;1Il1Crl.l 1 

froqllc"'" ",-" Ie. 
/'i.untl!l" of ":'Wo,od "'II 't ..... Ut>f'l ~ _ fn:q"'::l'q 

~ 

A11~~'S Scn~;nlCl 'lra~ Index (FI) 
lJ 11 I 

, Coo .. ,,,,c bloc~. , I " " ••• 
Pr"n~ concr= 1""""''' , , 

" " ~~,II 

I 
-i Sur, .. 00:1 ,ullk, , " " I , ~. 

i 
[lt301l .. 000 limbe, , " " I ,. , 
, 1 III""" prod""" • .- " , ~, , -

1 wll"" 1""1" , " " , .• 
~IC , " " ••• 
""" ,. " " I,". _ 

I 
~ 

("~""" Il . " <. • 

The CJ\Jt~1l0nnalH· for larg~ and medicm contr~ClUr) reljueSled corH r ~~1Urs K' 11~1 three 

ruso", ,n order of ,mponance Ihal led Ih~m 10 procure malefl ~l ~ from rnfcrmal 

supplrcrs of bu,ld,l1); materrats The rca'ons, "h,ch are gl\en in Table 7 to, In cl uded 

Sl.!ppkrncnl~II O ll <J fcv IIlraclo's ' own >ourU's lA I{I -l) nnd the a~allah ll n)' ofmalcrra l. 

'" 



T abl~ '1 16 Reasons b, wtte and mcd ... :n con1racl(fS fo' uSln8 wnstru<:tr()l\ 
m.uen.lli flom the mf~ m3t~"a1 suppliers (0) 

7,~ Rt:LAT IONSIJII' 1l[T\V E E:1'" FORMAL CONTRACTORS ANI) 
I'H'ORMAl I::QUII'M~: r" r SUI'I' I.II:RS 

Only 101 sm~ 11 lUlntal (;OnUactors responded to que.>lions re lated !O their working 

rellllOrtshlp with the IIlfonnl.l equip;nent supplier C.'1 Ihe re~pondllltt COI'Il/lClors, 77 pel 

C .. 1lI lI1(h:::atcd :~\ they Ir..o.d done so on same occlllons The equipment hired "lned 

from one comraaor 10 a:lolher, but ~ malll eqUipment lured wu concrete mrxers and 

vibfl1ON, iol1o"'cd by trpper truck5 aJld hght du;y \'ehlc:e5 Th,~ IS sllo ..... n b) lilt­

comp.ned Flequenc) Indices ror the materials 1:1 Table i 17 

SITIa;II OOtltrac:ors were also reqoeslr:d 10 8've TClscns fOI the hiring of equIpment irom 

mformal equIpment suppliers Accordrng to Table 7 18, the mam rlO'll5Qns given 

Included suppiemcrraliOfl of oomnctOls' own sOtr ccs or eqUIpment (ARI" I) and the 

.,':;ulabili ty or equ)p~nl wben requIred (ARJ; I 9) 



r ablto ~. 17 rra; .. ~o'" (If sm;L!1 'OIl"~,IOI!"O h". < .... ,~m.nl f'l)r.l 
thc IIIf«m,1 ",,"'pmCIII supplJers , 0 1') 

T .hlr ~ . I 8 i'(cal"lII 1>" :n b~ .ma ll :omr~.IQ.lforuslIIg.oO.l ..... 1I 00 'qulpment 
f~'lIIllhc lu!o.-mJI equ,pm~m ,"pp ir e'l (1.110) ., 

(.t.c°r " . Ilr""Cl>. ' 

, ; I J I 

"I 1111 , , , 
, 

.. "b"''''1 
V,'I1cel le;rder. 

~'! "\0 I 1'- I ;4 " 
, j~! :I~I- I -

,,-t-+--.-~4--j 
. , 

TIlr:odOlllc 

~ 
""-':Ill&c 
IUlIlung Index 
I ;Ut I) 

" , 
7 I' 

" , 

" 
, 

~'J 

" 

. -",-' . ' ,, ' 
I ' I i 

• , 
!~, -,. " II U 

'" " 
'f.'.'-. . I' , . 

--:" .,. 
• M 

• 

" 

15_2 Lal"!!t and .ntdi" l11 f"rll1 ;t1 c .. tlU .... ~ I " rs 

T~b1e 7 19 51,,)"~ Ihal ~U p('"r cenl of iarge IIld med'um oomr~C1('11"S h'ftd ('"lllolpm"lll 

f,om the mforrrul equIpment ),Jpplu: .. T~, ~m~l1l1nl!! 80 per ~cnl of WntrJC10r~ had 

never hlle:l eqt:,p",enl fro", t111~ sOJl,e All lhe Cijulpmtm shown m Tallie 7::0 ",as 

h,re.-l nn >el)- fe" occasions as renC't.1ed In their 10\' Frequency Indicu In Ihl' 



p~",w'ar ~a >e II could be Implied : Ila l ,'qu 'pmenl I'med by \arg.: and mtuium 

COnlrac!.ors fium th, mformal eGulpmeni !>uurces 15 n~gh g,t> lc 

T ablt 7 .19 Fr"'lu~"~~ '" l:lrgc and <ned, Un! COOlra:lors to t",,, "'I" lpmont trom 
th.llltorm:tl "'lmpmcnl s~pplicll (0) 

. ~ flcq "",nc;:. \iI,:lI1. f"10QUC1"C) 

I 
AI"J)'~ Son'w"'~ N.. ... cr 

[ '" 
tilde>. (FI) 

(J) (1) 

S"ml>;. "f C"oru:;ocl0" j " ." 1.7 

~:"LI..:c of rC>PO""" :r:~ lt1" ~ fq)O,~ 

T .bl. 1.20 F '"'I""nc~ or 1.lI gc and n>od,"", ~onlr"CIOI'$ 10 lu re spt(:l flC 
cq U 'pment lro", Ihe mfo,,,,,,1 equtpmo:nl sl:JIPI"u \ C I 0) 

[ , , 
• " ~ ::::- fl't'ql.O."IlC) I EqUL?l'''''n1 

-i 
t...x.tf"IJ 

'" : : · , " " " ' n 
, , · , 

E";:I'>I01s , 
" • 

~ · 1i--
· , 

:t, I . 

, 
, 

II IS nUl ~uIP" >' ''1; II) vbwt.( r.uch a 1.:1\\ rate "f IHrIllJ.l (Xlulpment f")n1 the Inf<)fllla! 

~HlI' Khcn Ihe fact thai. Ih~ bas is of qualification to be a ~Qntracto' in Ihls liIouP " the 

r-0.sts..\I:ln or ba~l~ eqUlpmtntlike wncrete mixers and \',b,alor~, llpp'" trud;:~. pICkups 

tiC (LRIJ 2000b) 

("~mtr.td.n rs that hIred cqulpmcm from the informal tqUlpmell. wpphtr were r«;u t~l (d 

hl p!oYld~ r eQ~OI1~ for making them hIre eqUIpment from thil source IlIme"ff OIhc:r 

CQllllactOIS, thai /lad never ust:c cq,uP llle1l1 from the Informal tljlllpmeni 5"Fpllcrs. 

pru~I!.lt"(,\ wllat they 1110u1£1I1 """c the Ica~OIlS 111.1\ C(lJ1d compel a lu,mal C-OIIU&C101 tu 

hLle equipmcOl frum 1~ infu"r~1 supplier.; The ' ea>uns art shuwn in Table 7 2 1, ,mil 
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are ~Imllar 10 Ihe rea';()(I~ "lTered by $ml ll C()mr3Clc."s .... hlch Inc ilidc ~IlP I)lc I! ICmaH()n 

<If C0:'11 r/lclor ~ c<lu ljlmcr.t and II' al I~b l illy (.1 c 'III'pnICllt .... hen rl~CdL-.l 

I ablr ' .! [ Rc.~~' .,," 0\ large 'Iud nlC"C Iu RI C()olt fo'lo:l("'i lor IIsm!! Clln\oIlIl<:'l;()I' e'lu'pmcnt 
f,o m rho ,ni .. IIlal OIu lpmCllI ~uIJphc.s (C I I ) 

I ~"~ ! 
• ;.:,..... . ~fIl<~ ... I ~"'I'ft'CI""' ! , ...... , , 

0 .' 0 0 0 , 
, I , - 1 )0 ; 

0 

I " 
, 

,,0 ... ,.:1< • ... • " " .' " "'<>'010" 

" " ,,-C;;- o , 0 0, 

I 
0 

, 
! 

i ;:;s , 
I " " 

, 
• ,,-7,- 7 , 

0 
, I; " " I . .' 

I 
, ::-: 

" k;- i :-~ . . 
", , ... • • " , 
~' 

0 0 

. o I • . j lX' .. . " ", . I . I " 

""" , " " , 

' .1> KU,,\ TIONSIIII' Bt:T\\U:N fORt' I,\L C01'- n U("IOHS 
,\"'0 INFORMA l. CO'i'Tn."' CTORS 

'.6.1 ~ 1lI ~n cnnlra ( tcH'~ 

" 
'"l , 

, 

Small formll comra"t<lrs wei .... rc'lu .... Slcd 1<1 ",d,,::atc lilt: ~xl(>nl 10 .... hlch thell 

<,uhcontracted con~1ru<.:tion ' \"01 1.; 5 to ,"formal con\TaClor~ 97 per cenl mdic31ed [hal 

Ihe\ empluyed ,nformal co:nractors on labour onl )' conlndS. The eompUled Frcqucn0 

hld,cc. sh<",m In l ablc ') 22 re,eals Ihat ttle rre:tucnc~' o f Sl.JbcontraCllng: 10 ,-artoU) 

cal cgO!lC~ ot ,n for mal Cl"llr~CI"rs (I r~Gl'S) J~ ~ln""l the s.an\(C In., ~bccnlraclc-d groups 

rnd",!co:! spec ia lised u lI ~k Jl l cd g~l]g ~, plurnbn-!>, <·lcc t fl~lar\s. masons. steel fi.~ ~r~ Il les 

f"e'~ carpenter~, painters and lane survcvor, 
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T ab le 7_2~ f r"<l"eDC) of ,mall cuntr.><:Io<S 1l' ,ulxontr.1Cl wor~ to Ihe 
mfo rmd COnI' aclO'~ (112 1 ) 

I 
,. ------------------l'rOQucnc~ sc,lc! --,-- - - , 

NUnlx, of to r.d,n~ COrir.l<;la:~_----1 fr<:qucllt). 

:F-~~=~==~~==f='~';~;~ So'~~""" N~;cr Index (fl! SpOe,,,I,..,,Jm,<i.,II<>:Ig""B' lG Il¥ 7 1. 1 

PI"",b<1'; 11 125 ~ I _l 
. 

Elrel,,'''''''' I JI 110 10 I . I 

Slc'd n,crs , 
l 'J'1"'nu:r< 

~b",,'" L...-..:.:._ _ ___ _ 

I 1'11. (jxc~, 

PJI~ LcrS 

1 " 
" 
• 

1-11.1 ~ 2, 1 

'" 
''" 132 

'" '" 

, 
" • 

n 

1;1 _ , .• 
" ,. 

Thc ICd011S );,,'en bl" small (ull1 faClors for >UbCQll1l JClmg 10 inli)fmal COIlHact()rs alC 

shown in Table 723 r hey include supplemcnlatir>n of contractor;' own lah;ur forte 

anrl ava!lab.l ,tv 0:- labOllr when reqlHrej It ,\ 'mp'Jn~nI 1.1 nOle tha, cheapn!s\ and 

qual it)" of lob d,Hlc by Ihc Lnlo,rna l ~ont r a ,·tc,s ,a,,~c~ last ,r. Ihc loS! of TclI>cn, ~"'CII b)' 

I~e major;IY of ~nn:r3C1QfS Th iS .mplieJ rhat worb execuled by IIII(-,rmal contrac,t()rs 

could b~ of poor q.JalilY .1r.d could ~omel ,mes he expensive 

T abif 7. U Rt<.I\on> b, w",11 cuntra(loro; fc>( .u!><..,n1Tn'lin~ "'o,l to !he 
,nlorm.".! cO rlUaolo" (1122) 

I TrJd: 

Ele;:I1\C,,,,,, 

'><oxl i l ~'" 

Carp::nIO" 

\ 1,"011< 

T,I~ f,'(Crs 

PaJn'~r$ 

• , . 
" 
" , 
• 

• 

: l. , 

, p • 

'" 
III -' • 

," 
'" 
'" 
'" 
'" 
'" ,,, 

I F'; 

, , 

" 
" , . 
" • , 
• , 

--I 
I " 

" 
, .. 
'" 

, , , '" 
" 'l'! 

I~ 1111 

1-

0--. 
I 
I 



7.~ .2 La'1:e and Illrdillm {on!~a{lUrs 

l'ab lr ·1 24 .h:m.1 Ihal 82 ~er cent or the large and medi um comracmrs ,ubcontractcd 

","o rl..lo the Inf'-'rm~1 {ll"lra~I'-"~ Oll l)" 18 p ~r cenl ind;cat~d 10 Ihe (,-,ntrar" The reasons 

g,ver, ror subcomractln!;l are ,hown In Table 725 The main reason , a~ sllown by Ihe 

compUted JrnportJIlCC looe' was to ,upplenle"t the cont,ac.lDn; ' 0,,-,11 labour (11 m2 7) 

Olher equ.11 !~ im;lOnlUlt reasons were 10 supplement ski1l5 avallable ir.the company and 

to keep the comp~n, lauOllf fOfce to the In,,,,mum (11 - 2 11 

Tablr1.N r ""I"cnc\ orl.rsc and mod,um co"tra"'t()l'~!(J s"IlC(},,\lact "",k 
10 tl,,; ,nfOlr",,1 ~("'traC!,)r, (("16) 

- --

Ah,.,·, , 
I' rc.;;u<m., IoC>lC,-.... _ ~_ 

.W 'TIC" HI<. N",'C' 
FmjUCr1Cy 

-- r- . .PI "-
liIdeI< fI"ll 

-
on[Ia~I",", i Nu,noc'.o: C 

I Pcr·:ontllg,_" f {Clpons<:, ,, ~, 

I 
- , 
" -

I ~2 ' " 

__ ---.il! -11] U 

I Ig~, 
-

T Abl. 1.25 R ""0'" b: I"rg~ and mej,um toni raLto~ 10' ~,,~I,\'nlracllI'!l "'" b 
to tI," ,"1'""",,1 "Ollt,act0f, (CI 8) 

,--
Rea,un 

" 
" 

'" " , 
" " , 
, , " 

ImporlaOC<: 
lndu ( II ) 

, 
" 
" 

The major JC!l~i!l~~ Ibal w~r~ >ub<.;onl'act~d are ~hown in Tabk 726 and ,"clude 

manua l worh like exca\'a!lon and concreting, steel f,xlng and fommork fi\IIl.~ I'he 

:nformal C(lntrJCI,>f~ 011 1, supplied labour for the ..... or~5 
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.. Rbl~ 7, lfj Om l,I1"& a"l" ,he, ,~I .. "nll ~~tW b~ larl!~ 3.UJ medium 
<;() "I r~~'')1 ~ 10 !he ulfoTnul COmrielal'S l e i \I I 

"" 
r, po of CCOIr.ocl 

i\(\l""~ 
ubo\lr 01\1) t'uU romract 

" 0( IC1;por.dlfll 
~ -':0 oJ 'CSpordlnll I 

~;'1II".' 
~,~ con"xtcn. 

" " 
r" ,,,, ,i." "~ ' .1 " " , C-I SI".:J r.x",~ ,. ~ " 

1'<>1"'''01'\; lj"n~ " " . 
O loc~·"~lhni" " " " I 
PI ,~\""' "~. '" .. " . 
s.""u111<j! B " " 

T'I"'~ '" " " 

[ 1tC()itn, " " . . .. 

, , 

• • 
I 

" 

" 

" 

. 
" -

" 

" 

" 

Large ami ;n~dlUm C'lnlraCIOIS we'e rtqueSl~ in lhe lfllcrl;CW 10 ~;\'c their ()~lrlI()ns (1n 
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7.8 SUMMARY 

In this chapter the collaboration between the formal and informal construction sectors in 

Tanzania was discussed. It was established that large and medium contractors 

subcontracted their works to small formal and informal contractors in order to 

supplement their labour force and the skills available within their companies. It was also 

established that subcontracting helps contractors to keep their labour force minimal. In a 

similar manner, small formal contractors subcontracted works to informal contractors. 

The groups, which are subcontracted i.e., small formal and informal contractors 

benefited by gaining skills and improving their financial position. 

Both large and small formal contractors used the services of informal material suppliers 

to supplement their own sources of material. Small formal contractors also hired 

equipment from informal equipment suppliers. This was, however, limited to the large 

and medium contractors. 

The portrayed scenario shows the importance of the informal construction sector as a 

supplier of construction labour, and that the co-existence of the formal and informal 

construction sectors is important and complementary. 

The nature and benefits of collaboration between formal and informal construction 

sectors established in this chapter and the characteristics and importance of the informal 

sector established in the previous chapter will be used to test the hypothesis in the next 

chapter. In addition they will form the basis of recommendation of policy proposals for 

the Tanzanian informal construction sector in Chapter Nine. 
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CHAPTER EIGHT 

ANALYSIS AND SYNTHESIS OF FINDINGS 

8.1 INTRODUCTION 

The previous two chapters summarised and presented the findings of the contractors' 

survey with regard to the characteristics of the informal contractors and the nature of 

collaboration between the formal and informal contractors. 

This chapter makes an analysis of the main findings of the survey based on the literature 

review and the information contained in Chapters Six and Seven. It also makes an 

overview of policy direction of the Tanzanian government towards developing the 

informal construction sector based on the discussion presented in Chapter Four. This 

will form the basis of testing the research hypothesis later in this chapter and developing 

policy proposals for the informal construction sector in Tanzania, later in Chapter Nine. 

In this chapter the research hypotheses are tested, and the implication of the outcome to 

the construction industry in Tanzania is also outlined. 

8.2 DISCUSSION OF THE MAJOR FINDINGS FROM THE 
LITERATURE REVIEW AND CONTRACTORS' SURVEY 

8.2.1 General 

Chapter Six discussed in detail the characteristics of the informal contractors in 

Tanzania as established using the responses to the informal contractors' questionnaire 

and the data obtained from the 1991 and 1995 informal sectors' surveys. 

Chapter Seven looked at aspects of collaboration between formal contractors and 

informal contractors, material suppliers and equipment suppliers. The nature and extent 

of collaboration was established through contractors' responses to the formal and 

informal contractors' questionnaire. 
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The results of the contractors' survey contained in the two chapters were used to discuss 

important aspects of the informal construction industry, which are divided into five 

groups, namely: 

• Economic significance of the informal construction sector; 

• Potential of the informal construction sector to create employment and eradicate 

poverty; 

• Causes of informality in the construction industry; 

• Linkages between the formal and informal construction sectors; and 

• Constraints facing the informal construction sector. 

8.2.2 Economic significance of the informal construction sector 

The literature review on the significance of the informal construction sector was 

discussed in Chapters Two and Three. From the review it was revealed that the sector is 

important and is growing in most developing countries like Tanzania. The data available 

to substantiate this in the case of Tanzania are few and scattered except for the NISS 

and DISS, which were carried out in 1991 and 1995 respectively. Despite the paucity of 

data, the archival data gathered support the premise that the informal construction sector 

contributes significantly to the Tanzanian economy. 

The discussion given in Section 6.15 gave an overview of the economic significance of 

the informal construction sector in terms of its contribution to the GDP, GFCF, Value 

Added and Employment, in which it can be summarised that the informal construction 

sector in 1991 contributed: 

• 3 per cent of the informal sectors' GDP, which was 1.5 per cent of the official 

GDP in Tanzania. This figure is very significant given the fact that the share of 

the construction industry in the country's GDP was on average 4.5 per cent from 

1985 to 1999 (see Table 3.1). 

• 5.9 per cent of value added in the informal sector, which was L 9 per cent of the 

official value added in Tanzania. 
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• 3.1 per cent of the informal sectors' capital formation, which was 0.07 per cent of 

the country's official capital formation. 

• 7 per cent of the total employment in the informal sector, which was 1.5 per cent 

of the employment in the whole country. This is a significant contribution when 

compared to the construction industry's contribution to employment in the 

country averaging at 4.2 per cent. 

The sector also in year 1999/2000 employed around 753,192 and 94,149 on part-time 

and permanent basis respectively. Similarly, the construction volume was around Tshs. 

395 billion during the same period. 

With the observed size and economic contribution of the informal construction sector, it 

is argued that it is important that programmes designed to develop the construction 

industry take into account what is happening in this sector. For example, programmes to 

train construction industry personnel on issues like improvement of productivity, 

quality, health and safety on construction sites, would be unsuccessful in the long term 

if they fail to address the informal contractors, who are the executors of works on 

construction sites (Msita, 1999)33. 

Arguments were raised in Chapters Two and Three which connect the informal 

construction sector to health and safety problems on construction sites, poor quality of 

work and failure to pay government taxes. However, this is not the problem of the 

informal construction sector alone. Problems of poor quality and non-adherence to 

health and safety regulations by formal contractors is a common occurrence in many 

countries (Lema, 1996; Rwelamila, 1996; ICOHS, 1997), and has particularly been a 

maUer of concern in Tanzania (Msita, 2000; Muhegi, 20ooa). 

Problems relating to non-payment of taxes are also not limited to the informal 

contractors alone. Some of the interviewed officials indicated that generally in Tanzania 

tax evasion is a big problem in formal businesses, including construction. At the same 

33 Interview responses 
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time, income generated in the informal construction sector is small to attract taxes. 

According to GOT (2000b), the minimum annual personal taxable income in Tanzania 

was Tshs. 540,000 (USS 675) in year 2000. Section 6.6 of this thesis show that the 

average annual turnover of informal contractors was Tshs. 6.3 million (USS 7,875). Ifit 

is assumed that contractors' profits are 10 per cent of the annual turnover, then annual 

profits would amount to Tshs. 630,000 (USS 788), which exceeds the minimum taxable 

income by a small margin. However, it was shown in Figure 6.4 that 76 per cent of 

contractors have an annual income of less than Tshs. 5 million (USS 6,250) and 

therefore the annual profits are less than Tshs. 500,000 (USS 625). Based on the same 

assumed profit margin of 10 per cent on annual turnover, it could be concluded that the 

annual income of76 per cent of the informal contractors falls outside the taxable range. 

However, some interviewed officials expressed the problem of non-payment of taxes to 

be that of non-enforcement, rather than non-adherence to tax regulations. Some of the 

interviewed people argued that because of the lack of an accurate data base of various 

businesses, the government was unable to follow up properly on businesses to pay their 

taxes. Others argued that it was a combination of the failure of the government to follow 

up and the high rate of tax (35 per cent of profit) which made people reluctant to meet 

their tax obligations (Salewi, 1999i4. 

It was mentioned earlier that the Nee, an organisation charged with the responsibility 

of developing construction industry, has been training formal contractors in 

management related aspects of running construction companies and projects so as to 

assist them improve productivity, quality, health and safety on construction sites. It 

would be beneficial if similar programmes were extended to informal contractors, who 

as was discussed in Section 3.5 are the actual executors of work on the construction 

sites (Msita, 1999). There has been some attempt to initiate training programmes for the 

informal contractors, but they were unsuccessful due to the confusion surrounding the 

status of the informal sector (Nee, 1996). 

34 Interview responses 
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Conclusion 

From the foregoing discussions, it can be concluded that the iriformal construction 

sector is an important component of the construction industry. With the proper support 

it could play a very significant role in the country's economy. Development 

programmes for the construction industry, which ignore the iriformal construction 

sector, may be prone to failure, because of the important role provided by the sector in 

providing labour for the execution of construction works. 

8.2.3 Employment and poverty eradication 

In Chapter Six it was established that most informal construction firms are sole 

proprietorships, with owners who are mainly artisans. This suggested that most of the 

firms were established through the trade route, which was discussed in Section 3.3.3 of 

this thesis. Female participation in the informal construction sector is very limited as 

revealed by the small percentage of women (less than 5 per cent) who own informal 

construction firms. 

Most informal contractors employ skilled and unskilled labour on a part-time basis. This 

is obvious from the nature of work carried out in the construction industry, which 

fluctuate with time and not predictable to justify the full employment of personnel. 

Even the f9rmal contractors, because of fluctuating and unpredictable work loads 

subcontract the works to trade subcontractors in lieu of employing a permanent work 

force (Lee, 1997). 

Further analysis of information contained in Figure 6.1 revealed that on average one 

informal construction enterprise was able to generate 12 jobs on a part-time basis and 

every two enterprises were able to generate 3 jobs on a permanent basis. This is a 

significant employment creation potential. It is, however, important to note that 

employment in the informal sector is on the basis of know-who and in some cases it is 

restricted to family members and close friends (GOT, 1991a). Normally, the informal 

contractors keep a list of skilled and unskilled operatives to engage when they acquire 

construction contracts. The list would mainly consist of relatives and/or friends, and it 

was only when they acquired many jobs or when the people were occupied on other 

jobs that they would employ new people. 
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There are two different, yet complimentary processes to eradicate poverty. First, poverty 

could be eradicated by providing gainful employment to the people. Based on the 

discussion above, it could be concluded that the informal sector is able to fulfil this role. 

Discussions in Section 2.4 of this thesis revealed that it was generally easier to generate 

employment in the informal sector than the formal sector (Ministry of Foreign Affairs, 

1997). Therefore for governments wishing to create employment for its citizens, there 

was every justification to promote activities in the informal sector (Bangasser, 2000). 

The second method to eradicate poverty is to provide goods and services at a price the 

poor could afford. To fulfil this, many governments, for example, devise progressive tax 

policies in which the rich pay more than the poor (Anderson, 1990). Discussions in 

Chapter Two revealed that the informal sector was able to provide goods and services at 

affordable prices. Of particular interest to this thesis was the ability of the informal 

construction sector to provide affordable shelter to the urban population. As discussed 

in Section 3.6.5, the housing problem in Tanzania is very serious, and the informal 

construction sector could play an important role in alleviating this problem. 

Therefore, the informal construction sectors' potential of generating employment 

coupled with its ability to provide shelter at affordable prices could play an important 

role in eradicating poverty, which is a serious problem in Tanzania. However, the 

motives for establishing a construction business given in Section 6.8 suggest that the 

informal construction business is considered by many to be a survival strategy for 

people that have been unable to obtain employment in other sectors, or for people that 

have lost their previous employment. There is, however, a small group of informal 

contractors (about 8 per cent), that construction business can be regarded as a profitable 

business. This group executes projects with an annual turnover above Tshs. 20 million 

(US$ 25,000), and could be regarded to be operating illegally since they have the 

capacity and capability to formalise their business. 

In Tanzania, the potential of the informal sector as a whole, towards alleviation of 

poverty through employment has been recognised as reflected in the objectives of the 

National Employment Policy (NEP) discussed in Section 4.8.4 of this thesis. Similarly, 
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the potential of the informal construction sector towards provision of employment and 

cheap shelter has also been recognised as reflected in the NHSDP and the proposed CIP. 

Conclusion 

From the foregoing discussions, it can generally be concluded that the informal 

construction sector can play an important role in creating employment and in 

eradicating poverty. Although, the income obtained in the sector is small, its potential 

for eradicating poverty is complimented by the cheap prices of services provided by the 

sector. 

8.2.4 Causes of informality in construction 

The literature survey carried out suggested that informality is caused by the difficult 

requirements to establish a legal business coupled with bureaucracy on the part of the 

government. It was also mentioned in Section 3.6.2 that formal contractors in Tanzania 

must register with the CRB and must possess business licenses. Therefore, to analyse 

the informality of contractors, it was important to look at the procedures and 

requirements for registration with the CRB on the one hand, and the procedures and 

requirements for obtaining a business licence on the other. 

The procedures and requirements for registration with the CRB. 

The procedure and requirements for registration with the CRB were discussed in 

Section 3.6.2. However, to reiterate. contractors wishing to register must fulfil 

minimum conditions commensurate with the class of registration, with regard to the 

following: 

• Technical staff; 

• Equipment holding; 

• Land and service facilities; and 

• Financial standing. 
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The above requirements are shown in Appendix 3. 1 for the different classes of 

registration. These requirements are further discussed in the light of information 

obtained from contractors' interviews. 

Technical staff: 

The qualifications of the owners of the informal construction firms as discussed. in 

Section 6.4 are adequate for registration of a construction company at entry level. It was 

revealed that owners of 85 per cent of the informal construction firms were either 

artisans or civil/building technicians and therefore had the required minimum technical 

qualifications set out for directors to establish a construction company. It can therefore 

be concluded that qualifications of the owners is not one an obstacles towards 

registration of a company. 

However, there have been arguments that the requirement of having at least one of the 

directors with technical qualifications limits people with capital who would like to 

establish construction companies as sole owners. They are forced into unsustainable 

partnership with people with technical qualifications. 

While the issue of technical qualification is important; equally important is the need to 

attract adequate capital into the construction industry. In order to attract capital and yet 

maintain quality, owners with non-technical qualifications could be requested to show 

proof of employing qualified technical persons as a condition of registration. 

Equipment: 

The majority of the informal contractors, as discussed in Section 6.5, did not own 

construction equipment, and therefore would not qualify to register based on the eRB's 

criteria. On this basis, it can be concluded that the requirements on equipment 

ownership are detrimental or a hindrance towards to registration. 

The requirement to own minimum equipment as a condition to register in a particular 

class can however be criticised. The decision to or not own equipment is taken on the 

basis of the extent to which a contractor will make use of the equipment. Ownership of 
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equipment whose utilisation levels are very low could bring a loss to a contractor and 

thus kill the business altogether. It was shown in Chapter Six that most of the informal 

contractors carried out business as labour only subcontractors, and therefore would not 

necessarily need the equipment included in the CRB list. In addition the small size of 

the projects executed by the informal contractors earned them an inadequate income to 

buy the required equipment. At the same time, in a country where financing institutions 

are not supportive of the process of establishing a business, the existing requirements 

for equipment becomes even more difficult to meet (Kaduma and Msita, 1999). For 

example equipment requirements to establish a building construction company in class 

VII when translated into financial terms amounts to Tshs. 2.5 million (USS 3,125). This 

amount would be unaffordable to most of the informal contractors who operate mainly 

as labour-only subcontractors with the majority having an annual turnover of less than 

Tshs. 5 million (USS 6250). For a contractor with such an annual turnover, assuming a 

profit of 10 per cent of the turnover, the annual profit will be Tshs. 500,000 (USS 625). 

If all the profit is invested in equipment it would take 5 years to obtain the equipment, 

which is perhaps unnecessary or could be hired more cheaply from the industry when 

needed. 

Land & services facilities: 

The CRB requires contractors to possess a storage yard, a service workshop and an 

office. The requirement for the entry class is only the possession of an office with an 

area of 10 square metres. However, discussions in Section 6.7 of this thesis revealed 

that most contractors operated from construction sites. Only 17 per cent of the 

interviewed contractors had an office, service workshop or a storage yard. Based on this 

criterion, most of the contractors would not qualify to register with the CRB. Muhegi 

(2000b )3S argued that this requirement is not detrimental to registering on the grounds 

that a contractor fulfilling other registration conditions could easily obtain the required 

office facilities on lease terms. However, the problem is with landlords who request the 

annual office rent to be paid in one instalment. A simple room of ten square metres, 

without any office furniture, would cost more than Tshs. 60,000 (USS 75) per annum. 

3S Interview response. 
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Although this is a small amount of money, it adds to the burden of high costs of starting 

a business given the fact that it is paid at the start of the business. 

Financial standing 

The CRB' s requirements on the financial status of contractors applying for registration 

at entry level are very relaxed. Contractors need not provide any evidence of liquidity 

nor fixed assets (Mugasa, 1999; CRB, 2000b). Although this could be regarded as a 

positive measure in encouraging contractors to register, it could bring up problems of 

'unsuccessful implementation of projects. Contractors admitted without proof of being 

financially capable and in the absence of credit facilities would be unable to execute 

even very simple projects. Unfortunately, the credit facilities are always based on 

redeemable financial securities, fIXed assets, etc. To ensure consistency and 

performance, similar conditions should have been placed on the financial status 

considering that the maximum value of the projects that entry class contractors are 

allowed to execute is Tshs. 50 million (USS 62,500). 

The examination of the projects executed by the informal contractors revealed the extent 

they fair with respect to the limit set by the CRB for unregistered contractors. The value 

of the projects executed by the informal contractors are generally on the low side with 

the exception of about 13 per cent who executed projects with values above Tshs. 5 

million (USS=6,250). Despite the small value of projects executed about 49 per cent of 

informal contractors would be considered to operate illegally since their project values 

exceeded the upper limit of Tshs. one million (USS 1250) allowed by the CRB for 

unregistered contractors. In Section 3.6.2, queries were raised on the justification of this 

limit. During interviews, it was established that the CRB assumed that informal 

contractors engage in private housing projects on labour-only contracts; and therefore a 

limit of Tshs. one million adequately covered the cost of labour of a modest urban 

house valued at Tshs. 8 to 10 million (USS 10,000 to 12,500). According to the CRB, 

this limit was large enough and would give enough room for the informal contractors to 

operate (Muhegi, 2000b). The CRB further argued that any informal contractor whose 

projects are of values greater than Tshs. one million was large enough to register as a 

formal construction company in class VII or in specialist contractors category. 
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Procedures for obtaining a business license 

A license to conduct construction business is normally issued by the Regional Offices of 

the Ministry of Trade and Industries. Currently a license would only be issued after a 

contractor presents his certificate of registration with the CRB. The process involves the 

following activities (Dar-es-Salaam City Trade Officer, 1999)36: 

• Filling in and submission of license application forms. 

• Inspection of business premises (offices) by trade officers and evaluation of the 

application. Acceptance of the application would be made if trade officers were 

satisfied with the status of directors and the location and condition of the office. 

For a construction business some of the issues checked are repetitive since 

registration with the CRB was made on the basis of satisfying the same 

conditions. 

• After trade officers are satisfied that a licence can be granted, the applicant is 

informed of the intent. The applicant is then required to open an income tax file, 

in which an assessment of income tax (normally a fixed sum for new entrants) is 

made. The estimated amount of tax is paid in four instalments, with the first 

instalment having to be paid before being issued with a business licence. 

• The applicant is issued a business licence after presenting proof of payment of the 

assessed income tax. 

Currently, the assessed income tax for class VII is about Tshs. 500,0001- and a business 

license costs Tshs. 300,000. So at the start of the business, a contractors is required to 

pay Tshs. 425,000 which includes the license fee and first instalment of income tax 

(Dar-es-Salaam City Trade Officers, 1999). 

36 Interview response. 
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Status of interviewed contractors with regard to business licences 
and registration with the CRB 

All the interviewed informal contractors were not licensed and registered as contractors. 

The major reason given for being unlicensed is not related to the licensing requirements, 

procedure or cost, but rather the possibility of conducting a business without a license. 

Based on this reason it could be interpreted that failure of the government to enforce the 

Licensing Act contributed to the informality in the construction industry. The situation 

is however different with regard to registration with the CRB. More than half of the 

interviewed informal contractors indicated no knowledge of the law requiring 

contractors to register. The informal contractors with the knowledge of the existence of 

the CRB did not register their business because they could get away with it. This 

suggests that failure of the CRB to enforce the Registration Act contributed to the 

informality of contractors. Although contractors mentioned that requirements for 

registration, procedures and cost also contributed to their failure to register, it is 

doubtful if they would formalise their business if there was a strict enforcement of the 

Registration and Licensing Acts. 

From the survey, it was still not conclusive that government's bureaucracy contributes 

to informality as argued by de Soto (1989), Thomas (1995) and Trip (1997). It was also 

not conclusive that the high costs of establishing a formal business, as argued by de 

Soto (1989), Malyamkono and Bagachwa (1990) and Ghersi (1997), contributes to 

informality. Non-enforcement of existing regulations was seen to be the main 

contributing factor. 

Although the results of the contractor survey points at non-enforcement of regulations 

as the contributing factor to informality, still the high costs involved with the 

registration process could contribute to informality. The level of capital required to start 

and run an informal construction business was shown in Section 6.13 to be very low. 

The requirements for licensing and registration total about Tshs. 3 million (US$ 3,750) 

as shown in Table 8.1. 
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Table 8.1 Financial requirements for establishing a 
building company in class VII 

imum Requirements 

Plant and Equipment 
• Light duty vehicles - 1 No. 
• Hand compactor - 1 No. 
• Block makin machine - 1 No. 
Office requirement 
10 m2 leased at annual rent ofTsbs. 60,0000 
Business Licence 
Registration with eRB 
Income Tax 
Estimated fixed income tax of Tshs. 500,000 

able in four instalments 
TOTAL 

60,000 

300,000 
90,000 

125,000 

3 

The total financial requirement for establishing a building construction firm obtained in 

Table 8.1 suggests that it is almost 150 times more expensive than establishing an 

informal company. Moreover, the amount is spent before a company is assured of 

getting jobs on its formalisation. 

It was mentioned in Section 3.4.3 that the informal construction sector could act as a 

stepping stone towards establishing a formal company. The situation that prospective 

contractors have to spend large sums of money without any assurance of getting jobs 

would discourage the contractors to operate formally. Salewi (1999)37 suggested that an 

allowance could be made for prospective contractors to operate informally or on easy 

terms to enable them to acquire the resources required to formalise the business and to 

gain ground and confidence in the construction business. At the same time he proposed 

that ways should be found to develop the informal contractors and assist those showing 

positive signs of growth to register. The proposed classification system shown in Figure 

3.4 could form a basis for the creation of a system which would enable informal 

construction firms to grow progressively from their emergence to established informal 

contractors ready to register as formal construction firms. 

37 Interview response. 
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It was not established whether the non-enforcement of the licensing regulation was due 

to the high costs associated with their enforcement or was due to the government's 

softening stance towards the informal sector. The CRB, in its case, reported to have 

limited resources to monitor the activities of registered and unregistered contractors 

(Muhegi. 20oob). The CRB generates the funds required for its activities from fees paid 

by contractors. To acquire adequate funds to monitor contractors, it must register as 

many contractors as possible and charge higher fees. Registration of many contractors, 

particularly in a situation where they have to pay fees to be registered, would largely be 

determined by the market conditions. In situations where there is a booming 

construction market, more contractors would be willing to join the business. When the 

market is in recession, some of the already registered contractors would stop the 

construction business, and the aspiring contractors would find no incentive to join, due 

to high competition. There is therefore, at any given time, a threshold number of 

contractors that would register commensurate with the market conditions. Charging , 
high fees, would discourage contractors from registering, and could be considered 

unfair unless the charged fees are used to improve the contractors' share of jobs in the 

market. 

The limited resources available to implement regulations bring up an important aspect, 

which tends to be ignored when setting up new policies, laws or regulations. If 

regulations are instituted without regard to the resources required for implementation, 

they become impossible to implement and this manifests itself as a failure of the 

policies or regulations. It would always be useful for governments to have fewer 

regulations, which could be implemented. rather than have many regulations. which can 

not be implemented. 

According to Muhegi (2oo0a), the requirements of registration for Class VII contractors 

are already on the lower side. While this is not debatable, the CRB still has a room and 

a duty to introduce more classes or special categories of contractors with simple and 

affordable entry requirements. Trade subcontractors discussed by Lee (1997) are 

examples at hand. 
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Currently the CRB has a group of specialist contractors, which according to Muhegi 

(2000a), is supposed to take care of conttactors who do not qualify to register as Class 

VII building or civil works contractors. Specialist contractors category, however, relate 

to trade specialisation, and not to the size of the contractor. For example, trades given 

under this group relating to building and civil works include terrazzo paving, roofing, 

glazing, demolition, plumbing and sani:ation, drilling, water works and sewerage, 

piling, paving, landscaping and labour based road maintenance (CRB, 2000b). Although 

some informal contractors specialise in some of the trades mentioned, they still do not 

fit into this classification since most are small and they supply labour only. It is 

proposed that a special category of labom' only contractors should be established, and 

within it several groups should be identified depending on the size of the enterprise. 

Conclusion 

From the contractors' survey it was not ccnclusive whether high costs, bureaucracy and 

difficult conditions and requirements were responsible for informality. Instead non­

enforcement of regulations was found to be the cause of iriformality in construction. 

However, it has been argued that it is alrr.ost 150 more expensive to establish a formal 

than an informal construction business, lUth the expenses incurred at start up without 

assurance of getting jobs once a formal company has been established It is therefore 

concluded that even if there were enforcenent of regulations, prospective contractors 

could not afford the high costs associated with establishing a formal business. 

8.2.5 Linkages between formal and informal construction sector 

Section 2.5 of this thesis discussed the relationships between the formal and informal 

sectors, and it was suggested that existir:g linkages were benign and benefited both 

sectors. In addition, Section 2.5 showed that the collaboration between the formal and 

informal construction sector manifesb itself mainly through subcontracting 

arrangements. In this section, the followins modes of collaboration will be discussed: 

• Collaboration between informal contractors and informal materials and equipment 

suppliers; 

• Collaboration between formal contractors and informal contractors; 
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• Collaboration between formal contractors and informal materials and equipment 

suppliers; 

• Collaboration between large and small contractors. 

Informal contractors versus informal materials and equipment suppliers: 

The survey results generally showed a limited collaboration between informal 

contractors and informal materials suppliers. It was shown that most of the informal 

contractors were engaged in labour-only contracts, and therefore their involvement in 

the supply of building materials for projects was limited. There is a possibility that the 

clients obtained the building materials from the informal suppliers; however, this was 

not investigated. It is therefore inconclusive as to what extent the informal contractors 

use materials from informal materials suppliers. However, the absence of the direct 

purchase of materials by the informal contractors from informal materials ~uppliers does 

not rule out the use of materials from this source which could have been brought to the 

site by the clients. 

There is equally limited collaboration between the informal contractors and informal 

equipment suppliers. In this particular case, two reasons could be suggested for this. 

Firstly, most of the activities carried out by the informal contractors are labour intensive 

and make use of simple tools only. Secondly, with the exception of tipper trucks and 

pickups, only limited construction equipment is available in the informal sector. 

Formal versus informal contractors 

The formal and informal contractors' survey established a high tendency for small and 

large contractors to subcontract construction works to informal contractors. Most of the 

informal contractors were subcontracted to supply labour for activities like concreting, 

steel fixing, formwork fixing, masonry, plumbing, tile fixing, roofing, etc. 

The working relationships between the two were found to be beneficial to both sides. 

The informal contractors, apart from gaining access to work, and therefore income, also 

gained skills. However, the skills gained by informal contractors were perceived to be 

more when working for large and medium contractors than when working for small 
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ones. This could be attributed to the fact that large and medium contractors were in 

many cases involved in large and more complex projects compared to those awarded to 

small contractors. Also, large and medium contractors, in principle, were expected to 

have more experienced personnel who may impart the necessary skills to the informal 

contractors' personnel. 

F or the formal contractors, subcontracting to informal contractors helped them keep the 

labour force to a minimum. It was discussed previously that the construction industry 

suffers from fluctuating workloads, and contractors always take precautions by having 

only a core group of technical staff, and the rest were obtained from the labour market 

through subcontracting. The informal contractors in this case are used to supplement the 

large contractors' labour force, and act as a buffer to fluctuating workload. Normally the 

formal contractors core workforce would include workers on trades, which are regularly 

executed by the company. Other less regular trades were normally subcontracted out. 

Here again the informal sector is used to supplement unavailable skills within the 

company. 

The overall benefits of large and medium formal companies subcontracting whether to 

small formal or informal contractors include the creation of employment buffers to 

fluctuating workload, obtaining expertise not within the company and relieving the 

company of training costs. The first two benefits are not harmful to the construction 

industry. In fact they provide the opportunity for the small and informal contractors to 

participate in the construction process in what is otherwise a very competitive 

environment. The last benefit is however a problem which the construction industry 

needs to address. Actually, as discussed in Section 3.5, one of the disadvantages oflarge 

fmns subcontracting to small fmns is that of large firms divorcing themselves from the 

well being of the construction workforce. Labour only subcontracting enables large 

frrms not to train employees and not to pay workers benefits, etc., (Gruneberg, 1997). 
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Large versus small formal contractors 

Large contractors subcontract extensively to small contractors. It was shown in section 

7.8 of this thesis that about 93 per cent of the interviewed large and medium contractors 

subcontracted to small contractors, and this was corroborated by about 51 per cent of 

the interviewed small contractors that indicated that their major clients were large and 

medium contractors. The major reasons for subcontracting are similar to those of formal 

contractors subcontracting to informal contractors and the benefits also almost flow 

along the same lines but with the small formal contractors in this case taking the 

position of the informal contractors. 

However, despite the fact that subcontracting provides employment of the small 

contractors, there was large downward plundering, with large contractors carrying out 

small projects relative to their class limits. It was mentioned in Section 3.3.4 of this 

thesis that a move by the eRB to prevent downward plundering was rejected by the 

large and medium contractors on the argument that it would kill competition, which is a 

key ingredient in an open market economy which is being encouraged by the 

government of Tanzania. While it is acceptable that competition and transparency in the 

tendering process is the key to a strong construction industry, it would be important to 

find mechanisms which would ensure that contractors in the lower end of the spectrum 

get a share in the existing competitive construction markets. It has been argued that for a 

construction job in which a larger construction firm competes with a small firm; the 

smaller firm's chances of winning are better because of its lower overhead costs. 

However, small contractors argued to the contrary. In many cases, although the value of 

the project falls within their class limit, it is the medium and large contractors who are 

invited to tender. In other situations projects are made unnecessarily big thus excluding 

their participation. Therefore, what is actually lacking is not competition, but rather a 

chance to compete through invitation to tender. 

There is equally a considerably large number of small contractors who carry out 

projects exceeding their limit. As discussed in Section 7.2.1, contractors can only 

execute projects with a value exceeding their class limit if they are granted a 

dispensation from the CRB. According to the CRB's rule 20 (5) execution of projects 
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above the class limit without dispensation is a punishable offence in which a contractor 

is liable to a fine ofl0 per cent of the excess amount or Tshs 500,000 (USS 625) which 

ever is higher (Mwambungu, 2000). This is also debatable. If the CRB can allow large 

contractors to encroach on small contractors' territory, why should they protect the large 

contractors' territory? The decision to hire a specific contractor should rest with the 

client. In the same way that a client is free to award a Tshs. 10 million (USS 12,500) to 

a Class I contractor, he could decide award a Tshs. 200 million (USS 250,000) contract 

to a Class VII contractor who is capable of performing and completing the contract to 

his satisfaction. Some of the interviewed government officials and contractors proposed 

that the CRB' s registration of contractors should be limited to providing guidelines to 

the clients on the capacity and capability of contractors in different classes. In addition, 

they should educate clients on the dangers of taking a contractor of a lower class for a 

big job. Otherwise, the decision of choice of contractors for any size of the project 

should be left entirely to the client without any limitation on the class. 

Formal contractors Versus informal materials syppliers 

Many formal contractors use construction materials from the informal materials 

suppliers to supplement their own sources. Apparently the materials purchased include 

those with a notable input of the informal sector operators, like the quarry products, pre­

cast concrete products, and timber and timber products. 

The building materials sub-sector has a notable involvement of the informal sector 

operators. A visit to roads leading to major construction areas in Tanzanian cities would 

reveal a considerable number of people involved in the production of concrete blocks 

and pre-cast concrete products like fencing poles, decorative fencing blocks, etc, and 

selling sawn soft and hardwood timber, props etc. The quality of the materials produced 

varies very much to satisfy different categories of clients. For example, a simple 

measure of the quality of sand-cement or concrete blocks is the number of blocks 

obtained from one bag of cement. For a 460 x 230 x I50-mm blocks, one bag could be 

used to produce 30, 25 and 20 blocks with prices ranging from Tshs. 250 to 600 (USS 

0.32 to 0.77). Because of this ability to address wide quality requirements by the clients, 
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the informal material producers and traders have experienced a growing market 

(Mpembe. 1999). 

Another area where informal material suppliers are found in Tanzania is in the selling 

and production of crushed aggregates. Here again the material produced differs in 

quality and hence prices. But also. compared to formal producers of aggregates who sell 

in some specified large quantities, the informal suppliers can sell in very small 

quantities to meet customers' demand and transport capacities. 

Generally, there is a large potential for the informal materials producers to cater for 

different categories of customers in the construction industry, and could therefore 

contribute to the alleviation of housing problems. Indeed the NHSDP encourage the 

informal sector to engage in the production of building materials (GOT, 2000a:41). 

Formal contractors versus informal equipment su.ppliers 

A considerable proportion of small formal contractors was found to use equipment from 

the informal equipment suppliers. The situation is different from their larger and 

medium counterpart, of which only a few use equipment obtained from the informal 

sector. The main equipment hired by the small contractors consists of concrete mixers 

and vibrators, tipper trucks and pickups, which corroborate the suggestion given earlier 

that this is the main equipment found from the informal suppliers. It can, however. be 

argued that with the exception of concrete mixers and vibrators, which are not licensed 

owners of pickups and tipper trucks can not be regarded as informal. To own a pickup 

or tipper truck, it must be properly registered and issued with a paid road license. The 

road licences are renewed annually subject to proof that the owner of the vehicle has 

paid all the necessary taxes. 

Regardless of whether tipper or pickup owners are formal or not, a substantial number 

of such equipment exist on the market. This raises a question of necessity for 

prospective contractors in class vn to own a light duty vehicle, which could easily be 

obtained from the market as required. 
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Conclusion 

From the above discussion it can be concluded that there is a wide collaboration 

between large and small formal contractors; formal contractors and informal 

contractors; and formal contractors and irformal material suppliers. The informal 

contractors and suppliers benefit by gaining income while the formal contractors gain 

by supplementing resources available in their companies. The relationship between the 

two sectors is therefore symbiotic. The nature of links can be well presented 

diagrammatically as shown in Figure 8.1 

LARGE AND MEDIUM 
FORMAL CONTRACTORS 

INFORMAL MATERIALS 
SUPPLIERS 

Key to arrows 

.. ... Strong Link 

••••••••• WeakLink 

INFORMAL EQUIPMENT 
SUPPLIERS 

Figure 8.1 Mode of collaboration between the formal and informal construction sector 
in Tanzania 

8.2.6 Constraints faced by tbe informal contradors 

Informal contractors lack adequate capital and have difficulty in accessing equipment 

needed to establish a business. However, these problems, would not be considered very 

critical given the fact that the activities of the informal contractors are mainly labour 

intensive and therefore do not require large capital outlay. This is proved by the small 

start up and working capital, which was on average USS 24 and USS 3 respectively in 

1991 (GOT, 1991a). In 1995 the average start up capital was USS 37 (GOT, 1995). 

Such small capital, on the one hand, makes it possible for people to establish a business 

from their own savings or borrowing from friends without recourse to formal credit 
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institutions like banks. On the other hand, it makes it difficult to prosper and grow into a 

competitive business. 

The informal contractors face a number of problems in running their business, including 

the lack of financing, difficulties in obtaining projects, lack of equipment and lack of 

skilled labour. It is, however, the opinion of the author that the problems of lack of 

financing and equipment given by the contractors are mainly related to the 

establishment of the formal business rather than running an informal business. From the 

. nature of their operations, as disclosed in the interviews, most informal contractors need 

only simple tools and in a situation where a particular piece of equipment is required, 

the client would normally provide it. Difficulties in obtaining projects could be 

attributed to the large number of informal contractors competing for a few jobs 

available in the market. In some cases, even small registered contractors compete for the 

same jobs thus aggravating the problem (Mwai sel age, 1992). The problem of skilled 

labour is not a manifestation of the informal sector alone. Even the formal sector suffers 

the same problem as evidenced in the quality of finished projects in Tanzania (Msita, 

2000). 

Conclusion 

It can be concluded from this section that informal contractors suffer a number of 
problems during start up, which hinder the establishment of viable business units. At the 

same time they suffer a number of problems during the execution of their business 

which hinders their growth. 

8.3 POLICIES ON INFORMAL SECTOR DEVELOPMENT 

The role of policy in developing the construction industry and the informal sector was 

discussed in Sections 4.6.1 and 4.7.1 of this thesis respectively. Efforts in the 

formulation of policies that have an effect on the construction industry and the i"nformal 

sector industry were discussed in Section 4.8. 

It was discussed in Section 4.5 of this thesis that that prior to 1991, the Tanzanian 

policy framework was that of socialism and self-reliance. Within this framework the 
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participation of the private sector in major economic activities was limited. The 

government also could not tolerate the informal sector activities. It is therefore obvious 

that before 1991 there was no effort to develop the informal sector. It was also 

discussed in Section 4.3.1 that policies are developed to solve problems that affect or 

occur in a society. Approached from this angle, before 1980 the economic performance 

of Tanzania was good and the informal sector did not manifest itself as a serious 

problem. During this period there was no need to formulate policies on the informal 

sector. 

The period after 1980 was characterised by increasing informal sector activities due to 

economic hardships experienced by the Tanzanian population. The government 

instituted various policies/measures discussed in Section 4.7.2 aimed to end the 

informal sector activities. These policies failed because they did not address the actual 

problems that led to informality. 

It was only after 1987 that the government started to recognise the role played by the 

informal sector in the alleviation of economic hardships facing the population. This led 

to the conduct of NISS in 1991 and since then there have been uncoordinated efforts 

towards developing the informal sector. In recognition its role, a number of policies 

aimed at promoting and supporting this sector have been developed, or are still in 

different stages of development. The Small and Medium Enterprise Policy (SMEP) 

discussed in section 4.8.6 of this thesis in particular takes on board the development of 

the informal sector. 

The problem of the SMEP, however, is related to grouping of all enterprises from very 

small street vendors to large enterprises with annual turnovers of about Tshs. 500 

million (USS 625,000). The different groups of enterprises covered by the SMEP were 

illustrated in Figure 4.3, and it was mentioned that this research is mainly concerned 

with the unlicensed and unregistered individuals or enterprises that fall fully under the 

informal sector operators or partially under crafts and micro enterprises. It is argued that • 

the different groups presented in Figure 4.3 would require different policy intervention 

for their development. For example, while it would be possible to market the large 

enterprises to the financial institutions to obtain loans required to establish and run 
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business, the same marketing would fail for the enterprises at the lower end of the 

spectrum. Grouping of very small and large enterprises together may result into 

diversion of resources to the more strong enterprises placed at a better position to 

compete for the scarce resources. 

At the same time enterprises in different industries for example, those in manufacturing 

may require different interventions from those in construction. The SMEP is more 

inclined towards enterprises in marrufacturing and trade industries, hence for example 

the strategies for developing clusters/estates for small and medium enterprises may not 

work very well for enterprises in construction industry or in mining and quarrying. The 

SMEP marries well with the Sustainable Industrial Development Policy (SIDP). 

Actually, the SMEP could be regarded to be an amplification of strategies to develop 

small and medium enterprises contained in the SIDP. 

It is argued that because of the differing nature of operations and problems in various 

industries, the development of the informal sector should be tackled at the industrial 

level. The policy on the informal sector should only focus on giving a direction and a 

guideline on the status of the informal sector and a general development framework, and 

leave out the specific details of development to the respective industries, where different 

categories of the informal sector belong. The different industries will be in a better 

position to gauge the development of the informal sector in line with their overall short 

and long-term development plans. For example, the development of the informal 

construction sector should be the responsibility of the construction industry, and this 

should be clearly reflected in the construction industry development policy. 

The proposed Construction Industry Policy (CIP) addresses the role played by the 

informal construction sector and gives strategies for improving the performance of the 

informal sector. The strategies have a clear vision of what is to be done, but as was 

discussed in Section 4.8.2, the policy remain silent on who will be responsible for the 

development of the informal construction sector and other policy issues. From previous 

discussions it is clear that a large group of operators in the informal construction sector 

are in construction and a few in design. Already organisations exist that are responsible 

for monitoring construction and design in Tanzania. For example, the role of the CRB 
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in monitoring the informal contractors is currently not very clear. Despite a call that was 

made in the Annual Workshops of CRB in 1999 to recognise the potential of the 

informal contractors and to introduce additional classes that would accommodate the 

small informal contractors; the CRB still does not find a justification of this request 

(Muhegi,20ooa). 

Another problem of the CIP, which was mentioned in Section 4.8.2, was the lack of 

adequate representation of the stakeholders in the policy formulation process. The 

·identification of relevant stakeholders with their views on the policy and possible 

reaction was mentioned in Section 4.3.1 to be one of the basic components of good 

policy making. Problems identified above with the CRB not identifying itself with the 

development of the informal contractors could be attributed to non-adherence of this 

basic requirement of good policy making. The actions 'of the CRB contradict the 

strategies contained in the CIP to develop the informal construction sector; indicating 

that the CRB, as a contractor regulating body, did not consent to the proposed strategies. 

The National Human Settlement Development Policy (NHSDP), despite acknowledging 

the role played by the informal construction sector in the provision of urban and rural 

housing, does not give strategies on how the informal construction should be mobilised 

and assisted to perform this role better. 

Conclusions 

From the above discussions it can be concluded that: 

• Different policies that are being developed lack co-ordination and adequate 

involvement of the stakeholders during their formulation. 

• The SMEP, which is expected to take care of the informal sector, is inclined more 

towards enterprises in manufacturing and trade industries and groups together 

the unlicensed very small enterprises to the licensed large enterprises. This 

grouping may divert resources towards the more developed and stable licensed 

enterprises leaving the unlicensed small enterprises with inadequate resources for 

development. 
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• The CIP gives clear strategies for improving the performance of the informal 

construction sector, but does not assign responsibilities of implementation to any 

specific bodies. Bodies that exist for the development and monitoring of the 

construction industry like the CRB do not have defined programmes for the 

development of the informal contractors. 

8.4 IMPLICA nON OF THE RESULTS TO THE RESEARCH HYPOTHESIS 

8.4.1 General 

The research hypothesis were set out in Section 1.4 of this thesis, and it was argued in 

Section 5.8 that it is through the acceptance or rejection of the research hypotheses that 

this research would have answered the research problems and contributed to knowledge. 

The discussions in Sections 8.2 and 8.3 in this chapter gave a summary of information 

that is required to test the hypothesis. ' 

8.4.2 Hypothesis one 

Hypothesis one states that "there are no appropriate policies on informal sector 

activities in Tanzanid'. 

Discussions in Section 8.3 of this chapter show that in the 1990s there had been efforts 

in Tanzania to recognise and formulate policies for the informal sector. The carrying out 

of the NISS in 1991 (GOT. 1991a) and DISS in 1995 (GOT, 1995) shows the 

recognition given to the sector and efforts made to understand how the informal sector 

in Tanzania is structured. 

The already formulated policies like the NEP, SIDP and NHSDP, and those under 

formulation like the SMEP and CIP recognise the role played by the informal sector. 

However, there are problems as given in the conclusion to Section 8.3 of this chapter, 

which may hinder the proper implementation of the proposed policies. The grouping of 

unregistered and unlicensed small enterprises together with the licensed large 

enterprises and the grouping of informal sector enterprises of different industries 
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together are particularly seen to be the major obstacles to the successful implementation 

of the SMEP. 

Although the CIP gives clear strategies for improving the performance of the informal 

construction sector, the lack of assigning responsibilities of this role to a particular 

organ and the inadequate involvement of stakeholders in the policy formulation process 

are seen as obstacles towards the s~cessful implementation of the proposed strategies. 

In Section 4.2.1 of this thesis it was disa::ssed that a good policy is one that is capable 

of implementation. With the highlighted problems above, it is doubtful whether the 

policies being formulated would be implemented successfulJy. 

On the basis of the above arguments, hypothesis one is accepted leading to a 

conclusion that there are no appropriate policies on the informal sector activities in 

Tanzania. 

Note that accepting hypothesis one does not indicate an absence of policies on the 

informal sector in Tanzania. What is lacking is the appropriateness of the policies. The 

arguments presented, which forms the basis of accepting the hypothesis show that 

although policies' exist and some are in the process of formulation, they are 

inappropriate and incapable of successful implementation. 

8.4.3 Hypothesis two 

Hypothesis two states that "there are potential benefits of interaction between the 

formal and informal construction sectors'. 

The significance of the construction industry to the Tanzanian econo~y was presented 

in Section 3.3 of this thesis. It was argued that the given contribution to the economy 

was an underestimation of its overan contribution because it excluded the contribution 

made by the informal construction sector. The economic significance of the informal 

construction sector was summarised in Section 8.2.2. 
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From the reported contribution of the formal and informal construction sectors, it is 

obvious that both sectors have a significant share in the overall contribution of the 

construction industry to the national economy, and that the sectors cater for different 

markets of the industry. The formal sector cater for the more organised public, large and 

small private sector organisations and upper and middle-income individuals, while the 

informal sector cater for the small private sector organisations and the middle and lower 

income individuals. 

In addition, the two sectors interact as discussed in Section 8.2.5. There is a wide 

collaboration between the formal contractors and informal contractors and material 

suppliers. Through this collaboration, the formal contractors are able to supplement the 

pool of their resources, while the informal counterparts gain income. 

On the basis of the above arguments, hypothesis two is accepted leading to a 

conclusion that there are potential benefits of interaction between the formal and 

informal construction sectors. 

8.4.4 Hypothesis three 

Hypothesis three states that "/ack of appropriate policies on the informal sector has 

resulted in Q non-realisation of potential benefits of interaction between the formal and 

informal construction sectors in Tanzania". In Section 5.8.3 it was discussed that this 

hypothesis links the first and second hypotheses, and gives a causal relationship 

between the two, suggesting that benefits of interaction between the two sectors could 

be realised if there was appropriate policies. It was also mentioned in Section 5.8.3 that 

deductive reasoning would be used to accept or reject this hypothesis, and that it would 

be accepted only if both hypotheses one and two have been accepted. 

Since both hypotheses one and two have been accepted, hypothesis three is thus 

accepted. It is therefore concluded that the lack of appropriate policies on the 

informal sector has resulted in the non-realisation of potential benefits of 

interaction between the formal and informal construction seeton in Tanzania. 
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Although hypothesis three has been accepted based on deductive reasoning, the review 

of what is happening in the construction industry in Tanzania reinforces this acceptance. 

For example, in Section 3.5 of this thesis it was mentioned that subcontracting could be 

used to foster collaboration between the formal and informal contractors. The 

contractors' survey has proved that indeed, there is extensive subcontracting between 

the formal and informal contractors, which is beneficial to both parties. However, there 

are efforts by the eRB to prevent this kind of subcontracting. The eRB is able to do so 

because there is no policy which sets out clearly the status of the informal contractors 

and what should be done to promote them. Banning subcontracting will of course stop 

the flow of benefits between the parties. 

8.5 IMPLICATION OF THE RESULTS AND ACCEPTANCE OF THE 
HYPOTHESES TO THE CONSTRUCTION INDUSTRY IN TANZANIA 

Some of the major findings on the literature review and contractors' survey discussed in 
< 

Sections 8.2 and 8.3 have been used to test the research hypotheses in the previous 

section, resulting in the acceptance of all the hypotheses. This has the following 

implications to the formal and informal construction sectors in Tanzania: 

• There is a need to formulate new policies and/or review the existing policies so 

that they rid the informal construction sector of the constraints discussed in 

Section 8.2.6, and they encourage and foster collaboration between the formal and 

informal construction sectors in all areas discussed in Section 8.2.5. 

• In the absence of assistance to the informal construction sector, there is a need to 

review the licensing and eRB' s registration procedure so as to encourage more 

contractors to join the formal sector and benefit from its available facilities. 

In the next chapter policy proposals for the development of the informal construction 

sector will be given. 
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8.6 SUMMARY 

This chapter discussed the major findings of the literature review and contractors' 

survey, and used them to test the research hypotheses. Based on the findings, all three 

hypotheses were accepted. 

The chapter showed that the informal construction sector is an important part of the 

construction industry, and contributes significantly to the GDP and capital formation of 

the Tanzanian economy. The sector also provides employment and plays an important 

role in the eradication of poverty. 

The chapter also discussed the causes of informality and revealed that a lack of 

enforcement of regulations was a contributing factor. In addition, the chapter discussed 

the nature and extent of collaboration amongst formal contractors and between formal 

contractors and informal contractors and material and equipment suppliers. It showed a 

wide collaboration between large and small formal contractors, formal and informal 

contractors, and formal contractors and informal materials suppliers. However, the 

informal contractors' potential to perform was beset by a number of constraints like lack 

of capital, lack of skilled manpower and lack of support from the government. 

Finally, a summary of efforts to develop policies aimed to develop the informal sector 

was presented, in which it was concluded that the policies being developed are 

inappropriate for the development of the sector. 

In the next chapter, the major conclusions and policy proposals for the development of 

the informal construction industry in Tanzania will be discussed. Recommendations for 

further studies would also be given. 
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CHAPTER NINE 

CONCLUSIONS AND RECOMMENDATIONS 

9.1 INTRODUCTION 

The aim of this research was to establish how the absence of appropriate policies on the 

informal sector has affected the realisation of potential benefits of interaction between 

the formal and informal construction sectors in Tanzania. The research examined the 

role of the informal sector in the national economy, particularly in the provision of 

employment and poverty alleviation. The construction industry of developing countries 

,was also analysed: the main emphasis being placed on the structure of the industry, and 

how this affected the informaVformal dichotomy. The role that could be played by the 

informal construction sector in the provision of shelter for the urban poor and, in 

subcontracting was also examined. Several policies that impact on the informal sector 

and the construction industry were analysed to find out their appropriateness towards 

fostering collaboration between the formal and informal construction sectors. 

Through the literature review and the interviews of formal and informal contractors in 

Tanzania, the research has established that the interaction is beneficial to both sectors. 

However, the existing policies are detrimental to the interaction. 

This chapter presents the major conclusions of this research and gives proposals on 

what should be done to promote the performance of the informal construction sector to 

enable it to contribute positively towards the growth of the construction industry in 

Tanzania. It particularly addresses the policy interventions necessary to promote the 

sector, and aims to add on the efforts already in place. It is argued that the given policy 

proposals could be useful to the legislators and all bodies involved with the 

development, control and monitoring of the construction industry in Tanzania. 

Finally recommendations for further research and actions are given and a critical 

assessment of the adopted research method and the contribution to knowledge made in 

this research is made. 
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9.2 CONCLUSIONS 

9.2.1 The importance of the informal construction sector to the 
economies of developing countries 

The importance of the informal construction sector to the economies of developing 

countries was discussed in Chapter Three. As can be seen, despite its importance, the 

sector was ignored and was not assisted to develop in the same way as the formal sector. 

This thesis has further demonstrated that, even without the support of the government, 

the sector is growing and contributes significantly to the GOP, value added, and 

employment of the construction industry in Tanzania. It particularly plays a leading role 

in the provision of rural and urban housing: which is a major concern to developing 

countries like Tanzania. This thesis therefore concludes that the contribution of the 

sector to the economy of Tanzania would be more than what was established in this 

research, if the government was to institute measures that would rid the sector of the 

problems inhibiting its performance, and that would promote its positive contribution. 

9.2.2 The role of policies towards developing the informal construction sector 

The role of policies towards the development of the informal sector and the construction 

industry was discussed hi Chapter Four. Various policies including the CIP, the 

NHSOP, the NEP, the SIDP and the SMEP were discussed in relation to their impact on 

the informal construction sector. The research established that the existing policies in 

Tanzania do not promote and facilitate the activities of the informal construction sector. 

They lack co-ordination and do not specifically focus on the characteristics of the 

informal conStruction sector, and hence the need to revise the policies and harmonise 

them to address the characteristics and to cater for the needs of the informal 

construction sector. 

9.2.3 The role the of informal sector in subcontracting in construction industry 

The prevalence and importance of subcontracting in the construction industry was 

discussed in Chapter Three. This research has established that large formal contractors 

subcontract their work on a labour -only basis to small formal and informal contractors. 

Similarly, small formal contractors subcontract on a labour-only basis to informal 

contractors. The informal contractors were therefore seen as a pool of construction 
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workers, used by the formal contractors. In this set up, it was established that formal 

contractors benefited by getting cheap labour and supplementing the labour force and 

skills available in their companies and the informal contractors benefited by gaining an 

income and improving their managerial and technical skills. 

Given the importance of subcontracting, it was suggested in Chapter Three that 

governments could encourage subcontracting through introducing appropriate policy 

measures: subcontracting preference policy and subcontracting regulations policy (aO, 

1987). However, the prevalence of subcontracting in the informal sector of the 

construction industry makes it difficult for programmes designed to develop the 

industry, through such measures as training to succeed, since in many cases they do not 

address the actual people involved in construction operations i.e. the informal 

contractors. In promoting subcontracting, care should therefore be taken to ensure that 

technology transfer takes place from the more skilled formal contractors to the less 

skilled informal contractors and thereby lead to an increase in productivity and the 

quality of finished products. 

9.2.4 Informal construction sedor as a route towards the establishment 
of strong and viable construction companies 

It was established in this research that it is about 1 SO times more expensive to establish 

a formal construction company compared to an informal one; and this contributed to 

aspiring contractors to operate informally. It was however suggested that the informal 

sector could be used as a stepping stone towards the establishment of strong and viable 

construction companies. Therefore, with the proper operating environment, such as the 

existence of a recognised classification of labour-.only contractors, the aspiring 

contractors could enter into the industry at the lowest level, and progressively move into 

higher more demanding classes of contractors as they gain capital and experience. 

9.2.5 Measurement of the informal sector 

The direct and indirect methods used for measuring the size of the informal sector were 

discussed in Chapter Three. On the one hand. direct methods. particularly the household 

surveys. are used to generate data on the informal sector by means of intensive 

investigation of the given representative popUlations. Indirect methods, on the other 
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hand, make use of already available statistics to determine the size of the informal 

sector. The indirect methods were found unsuitable for Tanzania and other developing 

countries, where statistical data are inaccurate and where large segments of the 

population still practise barter trade. It was concluded that a micro-level approach of 

discrepancy between national expenditure and national income statistics based on data 

of income and expenditure from representative communities established by household 

surveys best suited the situation in Tanzania and other developing countries . 

. 9.2.6 Linkages between formal and informal construction seeton 

This research established the nature and benefits of collaboration between formal and 

informal contractors. Strong links of collaboration were established between large and 

small formal contractors~ large formal contractors and informal contractors~ small 

formal contractors and informal contractors~ and formal contractors and informal 

material suppliers. Labour only subcontracting was found to dominate the collaboration 

amongst large formal contractors with small contractors, and formal contractors with 

informal contractors. 

However, despite the fact that small formal contractors and informal contractors were 

able to obtain jobs under this arrangement, there was a considerable amount of 

downward plundering, in which large contractors undertake small works, which could 

be undertaken by small contractors. It was generally observed that downward 

plundering was not healthy for the development of small contractors. 

9.2.7 Informality in the construction industry 

It was established in this research that informality in the construction industry was 

mainly caused by non-enforcement of regulations set up by the eRB and licensing 

authorities. However, it was argued that although the enforcement of regulations would 

reduce the number of informal contractors, still with stringent regulations and high costs 

it was unlikely that most of those operating informally would formalise their businesses. 
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This research does not, however, argue in favour of relaxed conditions, since this would 

lower the quality and calibre of the contractors; instead, it calls for the introduction of a 

parallel registration system for labour-only contractors with relaxed entry requirements. 

9.2.8 Role of informal construction sector in employment and poverty 
eradication 

It was established in this research that the informal construction sector has a large 

potential to generate employment in the construction industry. On average a single 

enterprise was found to generate 12 part·time jobs and 1.5 permanent jobs. Most of the 

jobs generated by the sector are of low skills and therefore offered the opportunity for 

people with low education and skills to work in the construction industry. At the same 

time it was concluded from the literature review that the informal construction sector is 

able to provide shelter at cheap and affordable costs to most of the rural and urban 

population. The combination of the two, i.e., the ability to generate employment and the 

ability to provide shelter at affordable prices, makes the sector's potential to alleviate 

poverty very high. 

9.3 RECOMMENDATIONS FOR ACTION 

9.3.1 The CRB's role in the developme.t of the informal contracton 

In Chapter Three it was discussed that informal contractors form the lower end of the 

contracting industry. It was also discussed that there is a !WQ.way movement of 

contractors in the conceptual boundary of infonnaVformal sectors shown in Figure 3.4. 

Successful established informal contractors looking for new formal markets register 

their company and cross over to the formal side. At the same time, some unsuccessfully 

registered contractors failing to get jobs in the formal markets decide to become 

informal. 

Since it is the role of the CRB to control and monitor the contracting industry, it is 

important that it should find ways which would help contractors who are formal not to 

revert to informality and encourage those :hat are informal to become formal. It was 

mentioned previously that the current minimum conditions to register a construction 

company in class vn are unaffordable to many aspiring contractors. It was also 
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mentioned that the CRB is of the opinion that the current conditions are on the low side, 

and lowering them further would lower the standard of the construction services 

offered. 

This thesis does not dispute the CRB's stand of refusing to lower entry requirements for 

different classes. However, it is strongly recommended that the CRB should introduce a 

parallel registration system for labour-only contractors operating in a limited location. 

An example could be borrowed from the Singapore List of Trade Subcontractors 

(SLOTS). According to Lee (1997), by 1997, there were 500 trade subcontractors 

(Kepalas) registered with SLOTS since its establishment in 1992. What Lee (ibid.) 

referred to as trade subcontractors are synonymous with informal contractors, who make 

up a considerable portion of workers in construction sites. 

Using the example of Singapore, a classification system of informal contractors with 

lowered entry requirements could be established by the CRB based on the categories of 

informal contractors given in Figure 3.4. Table 9.1 shows the proposed classification 

system, which divide the informal contractors into four levels. The value of the 

contracts and description of the contractors are not fixed but rather give an indication of 

what different level:s may consist of. 

The proposed classification system borrows the classification system of emerging 

contractors in South Africa proposed by Milne (1994), Milne and Atkins (1996) and 

Hodgson and Gwagwa (1997). The limits to the proposed categories of contractors are, 

however, based on Tanzania situation taking into consideration the results of the 

informal contractors' survey. The survey established that 73 per cent of the interviewed 

contractors had executed projects with maximum value not exceeding Tshs. two million 

and 14 per cent with a maximum values between Tshs. 2 to 5 million (USS 2,500 -

6,250). Similarly 4 per cent had executed projects with a maximum value between Tshs. 

5 to 10 million (USS 6,250 - 12,500), and 4 per cent projects with a maximum value 

between Tshs. 10 and 20 million (USS 12,500 - 25,000). With the proposed 

classification, contractors in category 1 are equivalent to hawkers or street traders 

currently issued with trading licences by city andlor municipal councils in Tanzania at 
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affordable rates and are not liable to payment of taxes (Dar-es-Salaam City Trade 

Officer, 1999). 

Table 9.1 Proposed classification of informal contractors 

Contractor Categories Value of contract Type of contracts! DeKription 
in milnon Tshs Clients 

CATEGORYl < 2 (USS 2,500) Labour only An individual with 
Artisan practicing own contractor to private skills in one or more of 
trade skills without house developers or the following trades: 

...;! employing workers, subcontractor to bricklaying, carpentIy, 

'i~ 
capable of working on registered contractors p1astering,tiling, 
one project at a time on small contracts plumbing etc. 

00 
fil;q. 

CATEGORY 2 2-5 Labour only Individuals with skills !'ii{,J 

~a 
Artisan or artisans (USS2,500. contractor to private in one or more of the 
pmctising own trade 6,250) house developers or following trades: 

i~ skills and employing subcontractor to bricklaying, carpentIy, 
fiI;l{,J workers not exceeding registered co~rs plastering, tiling, 
~ five and capable of on large contracts plumbing etc., and 
fiI;l workingona capable of managing 

maximum of two workers. 
projects at a time 

CATEGORY 3 5-10 Labour only Individuals with 

i; Technicianl Artisan (USS6,2SO· contractor to private technical skills to 
employing seveml 12,500) house developers or supervise and manage 
workers of different subcontractor to seveml COnstnlction 
trades and capable of registered contractors workers of different 

1iIo~ executing up to five on large contracts trades 
!'ii{,J projects at a time 

=~ =~ CATEGORY 4 10-20 Full contractor to Individuals with iQz 

~8 Established informal (USS 12,500· private house technical skills and 
contractor capable of 25,000) developers or experience to supeJVise 

poi canying up to ten subcontractor to and manage VI 
fiI;l projects at one time registered contmctors construction workers of 

on large contracts different trades. 

It is suggested that the fees payable for licences and liability for payment of taxes would 

increase relative to the category, with category four being regarded as an intermediate 

level to becoming a fully-fledged formal contractor. Actually, the proposed system is in 

line with the SMEP, which encourages Small and Micro-enterprises to be registered and 

developed to become full fledged enterprises to enjoy the benefits which are available in 

the formal sector. 
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Such a classification would have the following advantages to the CRB and the 

construction industry at large: 

• It would allow construction personnel to create their own employment within the 

construction industry. It is proposed that entrants in the informal construction 

sector must be individuals strictly trained and with experience in construction; 

• It would bring control to the construction industry by eliminating the large 

number of unidentified informal contractors and would promote a higher level of 

productivity and quality from subcontractors; 

• It would enable a large pool of competent trade subcontractors to be known to the 

industry and to potential workers entering the industry for employment; 

• It would bring organisation to thp informal construction sector, which is necessary 

for the purpose of developmental assistance. Currently it would be very difficult 

to implement programmes aimed at developing the informal construction sector; 

• It would eliminate a big jump which aspiring contractors are required to make, 

from nowhere to a fully-fledged contractor. It would provide a chance to develop 

gradually, acquiring the experience, skills and resources necessary to run a 

competitive construction business; 

• It would benefit the government through the payment of levies and taxes by the 

registered informal contractors whose income falls within the taxable range. 

However, based on Singapore's experience some trade subcontractors did not register 

with SLOTS for the following reasons (Lee, 1997:359) 

• They disliked being traced for tax and workers' levies; 

• Proper organisation set-up meant that they would have to pay higher wages and 

proper welfare benefits to all workers, thus making them more expensive to 

clients; and 

• Some trade subcontractors still obtained jobs despite non-registration. 
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To enable the informal contractors to see the benefits of registering, the CRB would be 

required to encourage and remove any obstacles towards formal contractors 

subcontracting works to the informal contractors. At the same time clients should be 

encouraged to use the informal contractors directly where applicable or give preference 

to formal contractors that are willing to subcontract to informal contractors. This 

measure would ensure a transfer of technology, skills and resources from the formal to 

informal contractors, and therefore facilitate growth of the informal construction sector 

capable of offering high productivity, good quality jobs, and leading to the formation of 

strong and viable formal construction compaIiies. 

In Singapore, for example, the government as the main employer encourages main 

contractors to use trade subcontractors registered with SLOTS. To facilitate this a 

special clause is inserted in the contract as shown in Appendix 9.1 (Lee, 1997). The ILO 

(1987) and the UNCHS (1996) also encourages this kind of subcontracting. The 

government of Tanzania and other potential clients could extend a similar 

encouragement to the informal contractors who register with the CRB. 

The task of registering the informal contractors may be difficult to implement by the 

CRB alone given the fact their registration may need to be localised. It is therefore 

proposed that the District Councils Engineers should carry out registration at a district 

level. The role the CRB should be to issue guidelines for the registration to be used by 

all District Councils (Salewi, 1999~ Msita, 1999)38. The CRB should also maintain 

constant liaison with the District Council Engineers Office on the actual list of 

contractors registered and their performance. The Dar-es-Salaam City Engineer (1999) 

cited lack of collaboration between the CRB and CitylMunicipallfown councils as a 

problem towards controlling illegal construction in the cities. The CitylMunicipallTown 

Councils are required by law to regulate construction in the cities, and since it is the 

contractors registered by the CRB who carry out construction works it was expected 

that there would be a very close working relationship between the two. The CRB, on the 

one hand, was expected to issue instructions to the CitylMunicipallfown Engineers on 

contractors who are eligible to operate in various categories of projects. The 

38 Interview responses 
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CitylMunicipal/Town Engineers, on the other hand, were expected to give a report to 

the CRB on the performance of contractors in their respective cities, and non-adherence 

to the registration requirements. 

The proposal to register informal contractors at district level is in line with the 

registration and issuing of licences to hawkers or street traders also done at the district 

level. Actually, many District Council issues licences for welding, carpentry and minor 

plumbing activities on condition that the owners have premises to operate from. The 

reason given for not issuing licence to most of construction related activities, was that 

construction was a skilled trade and that the firms must first register with the CRB 

before being issued with a licence (Dar-es-Salaam City Trading officer, 1999)39. 

Other advantages of mobilising and developing informal contractors at district level 

would be (Cattell, 1994:12): 

• Greater retention of construction profits within communities as the developed 

informal contractors would be able to execute several projects within their 

communities; 

• Decreased unemployment due to the use of labour intensive construction methods; 

and . 

• Prevention of rural urban migration, which normally occurs as a result of lack of 

development and employment in the rural areas. 

9.3.2 The role of tbe informal contractors towards tbeir own development 

In Chapter Three it was discussed that many of the problems that inhibit the growth of 

entrepreneurs in the informal sector from developing into viable business entities lie 

outside their influence. However, the owners of informal construction firms must first 

tackle the owner-related problems mentioned in Section 3.4.4 if they wish to grow and 

prosper. This calls for willingness on their part to register in the event that the CRB 

39 Interview responses 
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introduces the proposed labour only categories for the informal contractors and to 

participate in any development programmes including training, which may be offered 

by the government or its agents. They also need to incorporate knowledgeable and 

experienced people in their enterprises. This could be best achieved by forming 

partnerships or co-operatives. 

Another problem existing in Tanzania, even with the formal contractors, is the lack of 

strong associations to act as a pressure group on issues that affect the contractors. The 

history of associations in Tanzanian construction industry is rather poor. Through the 

initiative cL the NCC the Tanzania Building Contractors Association (T ABC A) was 

established in the late 1980s, but ceased to operate in the early 1990s (BICO, 1996). 

Currently the Tanzania Civil Engineering Contractors Association (T ACECA) 

established in 1996 is progressing well, but takes care of only civil works contractors 

(Lemunge, 1998~ Sengenge, 2000). Builders and other contractors have no associations , 
representill5 their interests. The absence of strong associations makes it difficult for the 

contractors to fight for better terms in the industry. For example, while TACECA on 

behalf of civil works contractors had the opportunity to participate in the formulation of 

the proposed CIP, individual contractors were invited to represent building contractors. 

Their input may not necessarily represent the interest of all contractors. 

Obviously, because of the lack of organisation in the informal construction sector it will 

be difficult for the informal contractors to form an association. One of the advantages of 

registering informal contractors is to enable them to organise themselves into strong 

pressure !J"oups through the formation of associations. Actually, some of the 

interviewee officials expressed the opinion that the only way to assist the informal 

contractors would be for them to group themselves into trade associations (Bundala, 

1999~ Sale.n., 1999)40. The trade associations could be formed even in the absence of 

any registnltion. However, such associations could be difficult to establish, and if 

established in the absence of proper policy framework, they would lack legal identity, 

which is iU1)ortant to further their interests. 

40 Interview response 
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For example, in the current efforts that are underway to develop the SMEP and the CIP 

the input of informal contractors would have been very useful. Unfortunately, there has 

been no input due to the absence of associations representing the interest of the 

members. 

It is recommended that the registration of informal contractors could go hand in hand 

with the promotion of establishing informal contractors' associations at the district, 

regional and national level. In principle, the initiative to establish such associations 

should come from the informal contractors themselves. It may be helpful, however, if 

the government, non-governmental organisations or any other responsible body like the 

CRB would propagate the need for the informal contractors to form such associations 

and give assistance for its formation, where necessary. The T ACECA, for example, was 

established by the initiative of the Ministry of Works, which employed a consultant to 

carry out a feasibility study on the establishment of the Road Contractors Association 

and to supervise the formation process (BICO, 1996). Of course, where the government 

or any other external body is involved, its role should strictly be limited to triggering the 

formation process, otherwise it should be the responsibility of the informal contractors 

themselves to formulate the constitutions, the organisations and other matters relating to 

the associations. 

9.3.3 Policies towards promoting the informal construction sector 

General 

The informal construction sector shares the characteristics of the informal sector 

discussed in Chapter Two and those of the construction industry discussed in Chapter 

Three. Policy measures to develop the informal construction sector must therefore 

address what is happening in the wide informal sector and the construction industry in 

Tanzania. 

The role of policy in developing the construction industry was discussed in Section 

4.6.1 of this thesis. The mentioned policy intervention measures necessary for these 

developments are pertinent to both formal and informal construction sectors. Similarly, 

the role of policy in developing the informal sector was discussed in Section 4.7.1, and 

261 



the policy intervention measures discussed therein are also relevant to the informal 

construction sector. 

Policies towards developing the informal construction sector need to be addressed at 

two levels: the national and the industrial level. 

Policies on the informal sector at national level 

In Section 4.7.1 of this thesis it was mentioned that the informal sector covers a wide 

range of industries; therefore no single policy is likely to address all the constraints of 

the informal sector operators in different industries. At the national level there is a need 

to have a policy on the informal sector giving clear guidelines on the status of the sector 

in the country's development agenda. The policy should aim at addressing constraints 

present in all the informal sector enterprises irrespective of their kind of business. In 

particular it should create a conducive, legal and institutional framework for the 

development of the sector. 

The national policy for the informal sector needs to address the following issues: 

• Regulations concerning registration and business licences41
: The policy should 

aim tc? simplify and standardise the procedure for registration and licensing. For 

example, currently because of lack of standardisation of procedures, the informal 

construction enterprises can not be issued with licences, while their counterparts 

in manufacturing or in trading are. 

• Eligibility of the informal sector enterprises in payment of national and local 

taxes: The policy should defme who is eligible to pay and structure the taxation 

system so that it provides an incentive for the eligible informal sector operators to 

pay. In addressing taxation for the informal sector enterprises it would be 

important to establish differential taxation systems for different sizes of informal 

contractors, to introduce tax holidays for the newly registered enterprises and to 

41 The regulations aDd license fee payable should be able to encourage people to join the formal sedor, aDd at the 
same time should facilitate those not joining formal sector be identified aDd perform their business unhindered. 
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provide tax incentives to large firms that engage in subcontracting to informal 

enterprises (GOT, 1999d). 

• Preparation of a framework for financial institutions, non-governmental 

organisations and other donor organisation for providing credit, financial and 

other support to the informal sector enterprises. This framework should be a 

guiding policy for any institution that wishes to offer financial assistance to the 

informal sector. 

• Preparation of a framework for training of the current and future informal sector 

entrepreneurs. This should include reviewing school curricula to enable it to 

produce job creators rather than job seekers. 

• Review of governments procurement system to ensure that they do not 

discriminate against informal sector enterprises. 

• Preparation of a framework of giving incentives to big businesses that subcontract 

to the informal sector. 

• Preparation of a framework within which sectoral policies on the informal sector 

shall be formulated and co-ordinated. 

• Identification of responsible body to co-ordinate efforts to develop the informal 

sector in different industries, and issue and update guidelines whenever required. 

The National Policy on the Informal Sector should actually be a guide to be used by 

different industries like manufacturing, trade, construction, mining and quarrying, etc. 

for the preparation of industrial policies for the informal sector. Each industry, based on 

the provided guideline, would be responsible for the preparation of a detailed policy for 

developing the informal sector in the respective industry which conforms with short and 

long term development objectives of the industry. In a similar way, each industry should 

shoulder the development of its informal sector. 
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Policies on informal construction sector at industry level 

The informal construction sector shares many characteristics with small formal 

contractors. Problems faced by the informal contractors like lack of jobs, lack of credit 

facilities, lack of equipment, etc., are also the problems of small formal contractors. 

This is of course is to be expected since the only dividing line between small formal and 

informal contractors is the lack of registration and/or licence of the former. 

The informal construction sector is an integral part of the construction industry, and 

therefore its development should aim to achieve the short and long-term objectives of 

the construction industry. The proposed CIP addresses this, and it is considered that its 

proposed strategies for the improvement of the informal construction sector are 

adequate. However, it was mentioned that the policy formulation process was not 

representative enough, and the input of stakeholders in the CIP was limited:: With regard 

to the informal construction sector, it was difficult to get representation due to the 

unorganised nature of the sector. However, some sensitisation through media could 

have ensured that a few informal contractors organise themselves and appoint a 

representative in the policy formulation process. The beneficiary and other key 

stakeholders of the informal construction sector services were also not represented. 

What is lacking, besides this, is who would implement the strategies and the priority 

attached to their implementation. 

The process of the formulation of the CIP is already in an advanced stage; it would 

therefore be unreasonable to give recommendations which unwind the process. The 

recommendations given here aim to take on board what has been achieved, but also 

provides a way forward to the better implementation of the different strategies contained 

in the proposed policy document. 

In Section 4.3.1 it was mentioned that for successful policy implementation there is a 

need to obtain stakeholders' consensus on the policy issues and to identify the roles that 

different officials, institutions ~d other actors must play in the implementation process 

(CDE, 1999). Normally this is supposed to be done during the policy formulation 

process. Still it is possible to have consensus and identification of the roles after the 
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policy is in place; and basically this calls for reviewing the policy process by inviting 

the stakeholders to discuss different policy issues to reach a consensus. Where 

agreement is not reached, new agreed proposals are taken into account and used to 

revise the policy document. 

The following is therefore proposed, in line with the process used to formulate the 

South African Construction Industry Policy (RSA, 1999; Rwelamila, 2000). 

• Creation of an inter-ministerial committee, which would oversee the 

implementation of the construction industry policy. In the case of Tanzania such a 

committee would be co-ordinated by the Ministry of Works, and may include 

Ministries of Land; Housing and Urban Development; Communication and 

Transport; Water; and Regional Administration and Local governments. Other 

ministries like Energy and Minerals; Agriculture and Co-operatives; Industries 

and Trade and Science; and Technology and Higher Education can also be 

included. This would ensure co-ordination of the CIP with other government 

policies that impact on the construction industry. 

• Establishment of an inter-ministerial task team drawn from the public and private 

sector. The National Construction Council (NCC), with its membership 

comprising of both public and private sector could fulfil this requirement. More 

members could be added to the NCC to fulfil the needs of the CIP and not as 

permanent members of the Council. In South Africa, for example, there is a 

proposal to establish a Construction Industry Development Board (CIDB) to 

oversee the development of the South African Construction Industry (RSA, 2000). 

The NCC already fulfils a similar role in Tanzania. The NCC with its experience 

and achievements discussed in Section 4.6.2 and its involvement in the process of 

the formulation of the CIP could best be suited to co-ordinate its implementation. 

Through proper representation, the NCC has the ability to act as a permanent 

vehicle for public and private sector co-operation on construction industry 

development programmes in Tanzania (NCC, 1992). 
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• The task team. should revisit the proposed CIP to verify that it upholds important 

government values and principles, and to ensure its consistency with other 

national policies. Grey areas must be identified and dealt with properly before the 

implementation of the policy starts. 

• The task team should identify roles that different officials, institutions and other 

actors must play in order to implement different policy issues successfully. For 

each policy issue raised in the CIP, the stakeholders at the implementing and 

receiving end must be clearly identified. These will form the basis for the 

selection of members of proposed focus groups discussed below. 

• Formulate focus groups consisting of stakeholders that are most affected by the 

proposed policy issue for different policy issues. For example, a focus group on 

the improvement of the informal construction sector could include representatives 

of the Contractors' Registration Board; Engineers Registration Board; Architects 

and Quantity Surveyors Registration Board; Ministry of Local Governments and 

Regional Administration; and Ministry of Works. Others could include selected 

Municipal and Town Engineers; selected Regional Engineers; Ministry of Trade 

and Industries; Ministry of Science, Technology and Higher Education; Ministry 

of Labour and Youth Development; representatives from the informal 

construction sector and non-governmental organisations involved in the 

development of the informal construction sector. 

The organisational arrangement of the proposed measures is shown in Figure 9.1. 

The given proposals relate to the successful implementation of the CIP, and not to only 

a few sections of it. It is expected that the involvement of the stakeholders in the 

preparation of detailed strategies and resources required for implementing the different 

policy issues would facilitate stakeholders' identification with the issues, and therefore 

make the implementation easier. . 
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Figure 9,1 Organisational arrangements for the implementation of CIP 

9.4 RECOMMENDATIONS FOR FURTHER STUDIES 

9.4.1 Tbe informal construction sector's role in tbe provision of sbelter. 

It has been concluded that the informal construction sector can provide affordable 

shelter to most of the rural and urban population, and therefore presents a potential for 

poverty alleviation. However, there have been queries with regard to the quality of work 

executed by the informal contractors; and issues of low productivity and non-adherence 

to the health and safety of construction workers. The comparable costs between the 

formal and informal contractors at a defined level of quality are still not clear. 

It is therefore recommended that further studies be conducted to establish: 

• The quality of work executed by the informal contractors and cost comparison 

between formal and informal contractors for given levels of quality; 

267 



• The effect ofinformal contractors on the health and safety of construction workers 

in the provision of shelter; 

• The technology and skills employed by informal contractors: type of technology 

and skills, their source, and if they are capable of improvement; 

• Comparison of productivity levels achieved by formal and informal contractors in 

the provision of shelter; and 

• The potential of using informal contractors in infrasturactural projects, and how 

the output compares with that of formal contractors in terms of cost, quality and 

time of completion. 

9.4.2 Other forms of informality in the construction industry 

This research focussed on the informal construction sector composed of small 

enterprises and contract labour. Other aspects of informality in construction not covered 

in this research include: 

• Informality in terms of planning and regulations of bUildings. 

• Informality in relationships between clients, designers and contractors; and 

• Informality in construction contracts. 

It is therefore recommended that studies that would focus on the above aspects of 

informality be conducted and in particular they should address the following: 

• Establishment of the extent of informal buildings and the reasons leading to such 

informality. 

• Identification and establishment of the extent of informal relationships that exist 

between the client, designers, and contractors; and the effect they have towards 

the successful implementation of the projects. 
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• Identification and establishment of the extent of use of informal contracts between 

clients and designers, and between clients and contractors; and their effect 

towards successful implementation of projects. 

9.5 CRITICAL ASSESSMENT OF THE RESEARCH METHOD 
ADOPTED IN THIS STUDY 

The research method adopted for this study was discussed in detail in section 5.3; 

namely deductive qualitative and quantitative research based on archival data and 

opinion surveys. 

The approach adopted in this research can be summarised as follows: 

i) The research problem was advanced which gave rise to research hypotheses which 

were tested using the data collected. 

ii) The archival strategy was employed to collect appropriate data and information on 

the Tanzanian construction industry, the informal sector and on policy issues. 

iii) The opinion surveys through face to face interviews, were used to obtain data on 

formal and informal contractors on their characteristics, working environment and 

problems affecting their work. 

iv) The collected data was summarised and analysed using exploratory and 

descriptive statistics methods to give rise to research findings which were used to 

test hypothesis and for formulation of recommendations on how to develop the 

informal construction sector in Tanzania. 

Given the nature of data which was required in this study, the selected approach proved 

to be successful in gaining an insight to the Tanzanian informal construction sector and 

measures to be undertaken to enable it register positively in the development of the 

construction industry. However, there are several shortcomings with the adopted 

approach which are discussed below: 
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• The structured questionnaires, which was the main tool used for data collection, 

should have been pre-tested to allow for testing interviewees' reaction on the 

proposed options and also to allow for formulation of a wide range of options 

based on the outcome of the pre-test. However, this has been acknowledged in 

section 5.9 as one possible bias in this research. 

• Failure to solicit interviewees opinion on the research hypotheses. This could have 

been achieved by including relevant questions in the questionnaires to solicit 

opinion on the hypotheses being tested. Despite this omission, the interviewees' 

opinions were inferred from their responses to other questions in the 

questionnaires. 

9.6 CONTRIBUTION TO KNOWLEDGE MADE BY THIS STUDY 

In Section 5.8 it was discussed how this research would make contribution to 

knowledge. Two areas of contribution to knowledge were identified, namely: 

• trying out something in a geographical area that has previously been carried out in 

that area before~ and 

• introducing substantial new evidence to an old issue. 

The study has managed to establish the role that can be played by the informal 

construction sector in the development of the Tanzanian construction industry, and how 

appropriate policies are important for this to be achieved. The study has looked into 

detail on the existing policies in Tanzania that affect the informal construction sector 

and has established deficiencies which makes them unsuitable for the development of 

the sector. Due to the observed deficiencies, the study has recommended measures that 

can be used to streamline the existing policies and formation of new ones that will take 

care of the development of the informal construction sector. This detailed study on the 

development of informal construction sector, with its findings and recommendations is 

a major contribution to knowledge in as far as the Tanzanian construction industry is 

concerned. 
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The study has further provided evidence to the nature of collaboration i.e. 

subcontracting, that exist between formal and infonnal construction industry. Through 

the data collected and its analysis, it was established that labour only subcontracting 

between large and small formal contractors, and between formal and informal 

contractors was predominant in the Tanzanian construction industry and that both 

parties benefited from the relationship. This is another contribution to knowledge made 

by this study. 

9.7 SUMMARY 

This chapter gave conclusions of this thesis and recommendations of what could be 

done to improve the informal construction sector in Tanzania. It recommended the 

review of CRB' s registration procedures to accommodate the informal contractors, 

particularly the establishment of a special category of labour-only contractors registered 

at district level based on guidelines that will be issued by CRB. It also recommended 

that assistance should be given to the informal contractors to enable them to mobilise 

themselves to form associations that will safeguard their rights and spearhead 

development of the members. 

The chapter further gave recommendations on the informal sector policy and the 

construction industry policy. It was recommended that the informal sector policy should 

limit itself to providing guidelines and framework to the different industries for the 

preparation of sectoral policies on the informal sector. It was also recommended that in 

order to obtain the stakeholders' commitment in the implementation of the CIP, it was 

important to formulate a task team involving various stakeholders to co-ordinate and 

spearhead the implementation of the policy. At the same time it was proposed to 

establish focus groups on various policy issues. The focus groups, made of 

representatives from organisations that will largely be affected by the proposed policy 

issue and strategies, should be involved in charting out modalities for implementation of 

the policy. 
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The chapter also critically assessed the research method adopted in this study, and the 

lack of pre-testing of questionnaires as ~ell as soliciting of interviewees opinion on the 

research hypotheses were found to be the major shortcomings. 

Finally the chapter reviewed the contribution to knowledge made by this study. The 

study has provided a better understanding of the Tanzanian informal construction sector 

and how policies can be streamlined to enhance its development. It has also provided 

evidence on the nature of collaboration existing between the formal and informal 

construction sectors. 
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Appendix 2.1 
Basic data on informal sector as summarised from the Tanzanian 
National Informal Sector Survey of1991 (GOT, 1991a) 

INFORMAL SECTOR EMPLOYMENT ACCORDING TO SEX 
(GOT, 1991a:Table 2.1.2) 

Sex Operators Employees Total 
Male 1,119,578 411,516 1,531,094 

Female 623,096 215,190 838,286 

TOTAL 1,742,674 626,706 2,369,380 

INFORMAL SECTOR EMPLOYMENT ACCORDING TO INDUSTRY 
GEOGRAPmC AREA AND SEX 
(GOT, 1991a:Table 2.2.1) 

INDUSTRIAL D'Salaam Other Rural TOTAL 
GROUP Total Urban Total Mal~ Female 

Total 
Agriculture and Fishing 21,835 104,490 110,052 188,063 48,314 

Mining and Quarry 0 17,400 4,351 18,723 2,998 

Manufacture 44,219 77,529 404,501 395,247 131,002 

Construction 22,327 28,785 112,326 162,216 1,222 

TradeIRestaurant and 203,200 359,325 651,175 575,389 638,311 
Hotels 
Transport 4,419 7,758 65,893 75,292 2,778 

Community and 19,958 38,858 71,009 116,164 13,661 
Personal services 
Total 315,958 634,145 1,419,277 1,531,094 838,286 

Total 

236,377 
21,721 

526,249 
163,438 

1,213,700 

78,070 

129,825 

2,369,380 

INFORMAL SECTOR TOTAL GROSS OUTPUT AND VALUE ADDED (RURAL AND 
URBAN) -FROM THE INDUSTRIAL GROUPS 
(GOT, 1991a:Table 3.1.1) 

INDUSTRIAL Share of Annual Annual Value Average Average 
GROUP number of Gross added Gross Value Added 

enterprise Output Tsbs. mill Output Tsbs. 
Tsbs. Mill Tsbs. 

Agriculture and Fishing 142,109 35,036 20,447 246,542 143,879 
Mining and Quarry 17,139 1,665 1,159 97,151 67,634 

Manufacture 439,540 59,396 29,800 135,132 67,798 
Construction 116,496 14,577 10,864 125,128 93,256 
TradelRestaurant and 933,915 344,234 104,727 368,592 112,137 
Hotels 
Transport 49,379 13,796 6,114 279,399 123,814 
Community and 102,965 18,165 10,307 176,420 100,100 
Personal services 
Total 1,801,543 486,869 183,417 270,251 101,811 
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INFORMAL SECTOR CAPITAL FORMATION EMPLOYMENT ACCORDING TO 
INDUSTRIAL GROUP AND GEOGRAPHIC AREA (Tabs.,ooo) 
(GOT, 1991a:Table 3.3) 

INDUSTRIAL D'Salaam OtberUrban Rural TOTAL 
GROUP Total Total Total 

Agriculture and Fishing 64,169 255,831 289,126 609,126 

Mining and Quarry 0 16,354 2,624 18,978 

Manufacture 245,870 305,146 707,812 1,258,828 

Consttuction 44,387 23,857 118,036 186,280 
TradelRestaurant and 362,172 673,282 1,461,621 2,497,075 
Hotels 
Transport 56,285 88,390 819,830 964,505 

Community and 40,739 44,959 101,492 187,190 
Personal services 
Total 813,622 1,407,819 3,sot),541 5,721,982 
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Appendix 3.1 C TRACTORS 
CRITERIA FOR REGISTRAll0S OF BUIlJING AND CIVIL WORKS ON 

2.0 CRITERIA FOR REG]~nONOF CONTRACTORS 

Any contractor applying for rqisttatica or 'JPgrading to a particular class will be cmUuated on the 
basis of the foUowing criteria b accordance with Section 10 of the Contractors Registration Act 

2.1 Basic Requirements 

There are three basic requ:remcnts for any ?erson or group of persons applying for registration as 
a contractor, namely 

:. 
(a) such a person wa Certificate of!.egistration from the Registrar of Com panics either,as 

a limited liability :oalflllY. pUl:l:lersh.ip or sole proprietorship, 

(b) in case dra limited IiaX1ity cempa:ly tbe Certificate must be accompanied with certified 
copy of Memorandum and A..'1icles of Association. Partnership and sole proprietorship 
firms must submitcertified co,y ofExttact form the Registrar of Companies, 

(c) at least one of abe !harehclden or partners must have the minimum Technical 
qualifications st:ipWat.et in Tal:le 2 according to Sections 7-I(i) and 100(1)a of the Act, 

(d) the Board. will nmew tle eumculum vitae of each shareholder or pi.rmer as the c:a.se may 
be to e1lSute that d:.ey a."'e perscms of good. professional and aeneral conduct. 

2.2 Determiaation of ApPrDllrtatlt Class 

In determiDation of appropriate class :01' naistration as a contraCtor, the following criteria shall 
be u.sed:-

(a) 
(b) 
(e) 
(d) 
(e) 
ill 

Staft' Qualificatiocs 
Plant and Equipment 
Office and Service Fac:1ities 
Safety Gear 
F'mancial StUUs 
Experience of me 5nn 

Total 

2Spls 
20pls 
lOpIS 
Spm 
30pts 
.1Q.gg 

.lHR!! 
An applicants who scores an qaregale of 60 points and above, but not less than half of the 
points in my criteria ~ (a) through (f) sbal.l qualify for~ 

A local contractor applyins for first rqistration in Classes IV, V. VIol' VII will DOt be assessed 
for experience of the firm. In u:h cases exp:rimces of the shareholders or partners forming the 
finn and their employees will be rakea onto account. 

2.2.1 Staff Qualtjict:t.til)ns 

Any firm applyiq for reaistration o:r upgrading is required to have a minimum number of 
permanent staft' with miaimum technical qualifications and slcills for the lespeetive type and 
class as set out in Part A of::be 'DIble 3 ... of be Second Schedule. 
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Marks for staff qualification will further be distributed as follows: 

(a) Adequacy ofstatfin accordance to Minimum Requirements 10 

(b) Qualifications of Individuals S 

~ Experiences of Individuals .l.Q 

Total 

2.2.2 Plan taM Equipment 

Plant and Equipment owned by the contractor for execution of the' intended works will be 
assessed against the minimum requirements for the respective type and class as set out in Part B 
of the Table 3-6 of the Second ScheduJe. The assessment will take into consideration the age 
and condition of the equipment based on available records or visual inspection. 

The following distribution of the points will apply: 

(a) Adequacy of proposed list of equipment as compared to 

·'iminimwn requirements " ............................... _ ... . 

(b) Age and Condition ofEquipmenc 

Total 
2.2.3 Office and Service Facilities 

15 

i 
10 

Any person or firm applying for recistration or upgrading must satisfy minimum requirement for 
office and service fic:iUties as set out on Part C of Tables 3-6 of the Second Schedule, as may be 
reviewed by the Board from time to time. 

\ Contraetors in the bigher Classes I. n. and m are required to have a well established worlcshop 
and open yard for storage of materials and equipment. 

Marks for Office and Service facilities shall be distributed as follows-

(a) Office building .......................... ,. 3 
(b) Communication facilities ..... , . '" ... , .. 1 
(c) Yanf/worlcshop .............. .......... 2 
(d) Furniture/office equipment .............. 2 
W Hygiene facilities ........................ Z 

Total !f! 

2.2.4 Safety Gt!I.lr 

Safety of workmen in the workplace is one of the most importaat responsibility of any 
contractor. In order to promote industrial safety all contractors are required to maintain and 
provide to their workmen a minimum set of safety gear as shown on Part 0 of Tables 3-6 of the 
Second Schedule. The quantities shown here are minimum requirements, but as a general rule. 
every person on a construction site must be provided with a helmets and other appropriate safety 
gear .. 
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Marks for safety gear shall be distributed as follows-

(a) Helmets ....................... .. 
(b) Boots .•.•..................... 
(c) lacketS ..................... , .. . 
(d) Gloves ........................ . 
W Dust Masks and others ...... '" 

Total 

2.2.5 Financial Status 

I 
I 
I 
1 
1 
~S 

Financial standing of any firm applying for registration will be assessed in terms of Average 
Annual Turnover, Liquidity and Value of Fixed Assets. Minimum financial requirements for any 
finn applying for upgrading or first registration an: shown on Table 7 of~e Second Schedule 

Marks for financial requirements sball be distributed as follows-

(a) ''A~~~annual turnover ................. 10 
(b) LlqWdity..... .. ........ ..... ........... .... 10 
~ Fixed assets ...... .................... .li2 

Total 1! 

In case of new applicants. the lZUlual turnover sball not be assessed and the allocation of marks 
shall be as follows-

(a) Liquidity ................ <.................... ....... 15 
ill Fixed assetS ......... .. .. ... .. .. .. .. • .. .. .. ... 11 

Total ~ 

2.2.6 Experience oft1refirm 

The experience of any finn applying for upgrading or registration in lOy class other than 7, will 
be judged against minimum requirements stipulated in Table 8 of the Second Schedule, aod as 
may be reviewed by the Board &om time to time. 

The marks for ex.perieo.ce requin:ment shaU be distributed as follows-

(a) Years ofpnldice in the field of application ........ 2 
(b) Average size ofat .least three projects .. . . . .. . ...... 5 
(c) Maximum size ofaay single project .............. 3 

Total 10 

2.2.7 Experience oflndividut.d 

In the case of first registration in classes IV tbrouah VI experience of individual technical staff 
shall be assessed as follows-

(a) Years of practice in the field ofapplicatioQ . ........... 2 
(b) Average size of at least, at least 3 projects supervised '.. 5 
(c) Maximum size of any single project supervised......... 3 

Total 10 
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3.0 REGISTRATION 

ApplicanES whose applications have been approved by the Board will be notified immediately by 
post aDd asked to pay, within sixty days, Registration fees and Annual Subscription fees 
commensurate with the Class, Type and Category of Registration as set out in Tables 9,lO·and 
II of the Second Schedule, and as may be reviewed by the Board from time to time. 

PaymeDES shall be made in Cash or by Bank: Draft, Telegraphic Transfer, Postal Order or Local 
Bank cheque. Payment by Bank: cheques will only become effective after it has been cleared by 
the bank and money credited to the account of the BoIrd. 

An applicant who fails to pay the prescribed registration fees and annual subscription within 
sixty (60) days Jhall havehis approval revoked. 

Registered ContractOr will be issued with a Registration Certificate:.within two weeks after 
making payment. 

4.0 PROCEDURES FOR GRANTING DISPENSATIONS 

The Board, may OIl exceptional circumstances, graDt dispensation in respect of performance of 
contractors beyond class limits upon being satisfied that a particular contractor deserves to be 
granted such dispensation. Applications under this part shall be made for bona fide contractors 
by clienES and sbal1 contain the fonowing information. 

(a) A summary of the nature and scope of the works 

(b) ConsultanES estimatcs prior to tendering. 

(c) Consultant's written recommendation to the client on short-listing of contractors. This 
sball include the names, addresses and classes of registration of the recommended 
contraCtors. 

(d) Final decision of the client on the recommended shortlist 

(e) Written proof of invitation to tender as sent 10 short-listed tenderers. 

(f) Results of tender opening. showing who were present at opening. their rept'geDtations, 
tabulated tender figures and any other special conditions accompanying the tenders. 

(g) Consultaat's evaluation results and recolI1D1CDdation to client. 

(h) Client's provisional decision to award the tender to the contractor who needs 
dispensarioQ. 
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SECOND SCHEDULE 

Table 1: aa5S Limits ror Various Types of Contractors 

CLASS LL'\1IT FOR ANY SINGLE CONTRACf (In/Wi/flulf Tsbs.) 

CLASS Civil BuildJnC Meehaaical Electrical I Specialist 

ONE C/nlimiled Unlimi", Unlimited Unlimitltd Unlimited 

TWO 3.000 800 SOO SOO 100 
THREE 1.000 600 300 300 SO 
FOUR 500 400 200 200 -
RVE 300 200 100 100 -
SIX 100 100 SO SO . -
SEVEN 50 SO 20 20 -

·7 

TABLE 1: Minimum Tecbnical QUalifications of a Tecbuica1 Director 

Type of Contractor Minimum Qualifications 

-
Civil FTC in Civil Engineering 

Building Trade Test Grade J in relevant field 

Mechanical Trade Test Grade I in relevant field 

Electrical Trade Test Grade J in relevant field 

Specialist Trade Test Grade I in relevant field. 
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T ..... J: C'1UT1t1UA FOR R.ECISTRATION OF CIVIL WOIIICS COl'ITItACTORS 

IlEGlSmAnON IlEQUlllEMENTS FOR PUMAHENT NItSONJIIII.. PU.'I/T. EQUIPMENT iIl'ID TOOLS. SAfETY GEAa. OFFICE SEltVICE I'ACu.mes 

14.1;m1 
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.w.e.r ............ _ . --:' 
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.==:::=.=~~ 
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1000" SO" 
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SO 20 

1ItIwI .... ~-" .... • ••• ............ - ....... ,..".".".-.-, ........ • _."""""'_Il~ ..---.... ~..".".. --"",.",......,-. 
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Table .. : CR1TI:IUA FOR R£GISTR.ATIOI'f OF BUILDING CONTRACTORS 

IlEGISTRAnON IlEQUt1U!MENTS FOR TECHNICAL PERSONNEL. Pt..ANT. EQUIPMENT AND TOOLS. SAFETY OEAllAND OFFICE SEIlVICE FAC1UTIES 

llISOURClS CL.US C1.Al5S CLASS CLASS ct.ASS CLASS CLASS I 1U::"""alCS 
ONI TWO T1lRI'I FOUR "VI: SIX SIVVI i 

", KEY STAIF (ATTACH CVsl I I 

!. Kcadof I I I I I I I I 

2 Ac:caw1IaIIt" I··· ,.- I··· , ... , .... 1'" I'" I 

1. SIrIICIIIrlSIICivd Enuoeers' Z ' I I II I···· 1 •••• I· 
4. Quutity s-,w I 1 I I- I =01 UIpICIIJUI 01' 

S. MechINcaI s.c;-n .. Tec!micwIs ~ I I i· I ==.:;rrc 01' 

o. Civil En~,T~ 4 J l 11 I 1 1 I~I'TCOI' 

7. EIoct:nc:aI ~ Tccllmcl&ll 2 I Z I I : . .=.::.ncor 
S.A_ I) 1 1 , I I I ~!.!': .::..:.'-
., PLANT AND EOUIPMENT 
I. T_!8uilclilllrlC- I I I 
2. ConcnIIC IIatdIia!r MIdriDc , .. 

0 I 

). C_MIun ) 2 I I I I I' I 
4.c-vn.- 1 I , I I I 
S. Black MaIWIa MxIIiDa 1 2 II I 1 I I 
6. SfnI a-ia' ....... (SctI I I I 

1.Lim1DIIIY IIIiIicIes 1 1 2 I I I I 
S. Warct I'IomoJ 2 I I 
9.C_eo-.. 2 I 
10. TnaclllotT'_ • I 1 2 I I 
II. Had 1 I I I I I I 
U. I 1 
ll_s.t~"'" 100 ~ 400"'" 
I". '--Iliu 1_ .... 0uInI!J LNI ! I I I·' I"" 
IS. ~ otKaacllool. sllciMeis. __ mI. lO 20 U IS 10 10 S 

C; LA/'I'D .. SJ:RVlCI! JI: 
I. SIacut .,.,. III sao 300 200 100 
2. Sen_ W/SIIcIo m' 100 1000' 
1. Oft\celll' 60 ..a ..a lO 20 10 10 

D. SARTY GEAJl If6,..,_ ... III " .......... ~ ..... ___ rdiJlh~ 

I.HoImm SO lO 10 , 1 2 2 
2.a-{JMi5) SO 20 10 , ) 2 2 
1.GIo¥aI .... ' SO lO 10 S 1 2 1 
4. Ile/lecIift l.a.tII (Nial SO lO 10 S 1 2 2 

M-. .. ~ ..... ~ .... bfia __ .. io .. , afio • 111-..., ........... 
« , ,--""...". 
~....,,-... ,.---...,....,. 
N.-_k ,."...,..,. ........ 
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Table 7: FiDaaciaJ Reqwremeats 

Classes I·m Class (V·VJ Classes VII 
, 

Average Annual Turnover 15% Of Class limit IS% of Class limit N.A. 

Liquidity (Cash in Bank, So/" Of Class Limit 2% of Class limit N.A. 
Redeemable FiD&nCW 
Securities) 

Fixed Assets 20% Of Cla.ss limit loo" of class limit N.A. 

The Limit of Class I is hereby assumed to be twice the limit of Class n for ill types of contractors 

Table 8: .-£xperieDce Reqll.iremeats 

Enerieac:e Minimum ReaDirements 

1. Yean of practice in the field of application Class I - 10 years 
Class D - 8· years 
Class m - 6 years 
Class IV -4 years 

2. Average size of at least 3 projects executed io. At least 30% for Classes I.III. and 
the years of ptaCtice or since last upgrading IS% for Classes IV-VII of the 

Pr:aeD.t Class Limit 

3. Maximum size of any sintJe project executed At leat 80% of pn:seat Class Limit 
in years ofpracrice or since last . 

The limit of Class I is bereby assumed to be twice the limit of Class n for all types of contractors. 

Table': Repstratioa Fees for Local coatractors (TSbs) 

Class tioaFee 
BaiJdlDt: CivilWorkt Mecbuica.l Electrical 

I 250,000 300000 150000 150000 60000 
D 200,000 250000 90000 90000 40.000 
In ISO 000 200000 60000 60000 30000 
IV 90000 150000 SO 000 50000 
V 60000 90000 40000 40000 
VI 50000 60000 30000 30000 
VD 40000 50000 25000 25000 
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Table 10: Annual subscription Fees ror Local CODtractors (TShs.) 

Class ADDDafSab~Ddon 
BuUdin( CivtlWorks Mec.huicaJ EJectrical Spedatist 

r 1.000,000 1500,000 500 000 500000 50000 
n 650.000 &00,000 330,000 330.000 40.000 
HI 420000 650,000 210,000 I 210,000 30000 
IV 280000 330,000 140,000 140 000 . 
V 140.000 200.000 70000 70000 . 
VI 70000 70000 50.000 50000 -
Vll 40,000 • 40000 30000 30000 -

Table 11: Fees ror All Types ofForeip Contractors (USS) :. 

Class 
Buildme/CivillElec:triHllMecJlal Specialist CODtractors 

R.ptradoD JUlDDaISabscripdon Rqbtntion Spec:idIt 

I 20,000 10,000 )5,000 6,000 

n 18,000 8,000 10,000 •• 000 

III - - 5.000 2.000 

Table 12: Application of Fees for All types of CODtractors (TSbs.) 

TYPE OF APPLICATION FEES (TSHS) 

I. Fine application 10,000 

2. Upgradina 15.000 

3. Temporuy RqistratiOD 20,000 

4. DispcmsatiOD 20,000 
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Appendix 3.2 

Flow chart for processing contractors application for registration 
With Contractors Registration Board (CRB) 

CON~CiOR 
SUBMITS 

APfIUC.A nON iO 
THE IOMa 

l'u.t:.iJ,([}It4,AY lEYl'Df 

EXA.M:no/! AJI!lUCA naN 

FOI COHPt.ETIHISS 

DATA VD1Ftc:.ut0l'l 
IVALUATJ IMTA 
SUIHnTlD aID 

UCCMMINOAnQG FROM 
UPIU!S. c:t.JI!(r, 

COHSULTAH'IS 

INFOIH AnUQMT TO PAY 
lIGlS'nAnON AND ANNUAL 

SUISCl1Pt1ON fUS 
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Appendix S.l 
Projected urban population in Tanzania in 2000 and the 
estimated infonnal construction sector enterprises in 1991 

Regional centre Population Census Projected Population Estimated ICSE 
Data-1988 1991 1000 1991 1000 

Dar-es-Salaam 1,360,850 1,762,301 3,827,663 10,762 25.398 

Mwanza 223.013 288,802 627.269 1,972 4,654 

Dodoma 203.813 263,938 573,265 1,802 4,254 

Tanga 187,155 242,366 526,411 1,655 3,906 

Morogoro 117,760 152,499 331,224 1,041 2,458 

Mbeya ,; 152,844 197,933 429,904 1,352 3,190 

Arusha 134,708 174,447 378,893 1.191 2,81 I 

Shinyanga 100,724 130,438 283,306 891 2,102 

Moshi 96,838 125,405 272,376 856 2,021 

Tabora 93,504 121,088 262,999 827 1,951 

Sumbawanga 91,972 119,104 258,690 813 1,920 

Songea 86,880 112,510 244,367 768 1,813 

Iringa 84,860 109,894 238,686 750 1,771 

IGgoma 84,647 109,618 238,087 749 1,767 

Singida 80,087 103,713 225,261 708 1,671 

Mtwara 76,732 99,368 215,824 679 1,601 

Musoma 68,536 88,754 192,771 606 1,430 

Bukoba 60,830 78,775 171,097 538 1,270 

Lindi 68,235 88,364 191,925 603 1,424 

IGbaha 37,638 48,741 105,864 333 786 

Total 3,411,626 4,418,056 9,595,880 28,898 62,766 

Total Urban population excluc:liDg Dar-es-salaam in 1991 2,655,755 

Total Urban IS excluding Dar-es-salaam 18,136 

Note: leSE -Informal Construction Sector EnteJ:priscs 
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Appendix 5.2 
Generated random nwnbers between 1 and ISO 

70 65 105 108 8 2 127 11 3 88 66 77 

83 102 93 4 75 I 101 109 110 43 66 69 33 

56 103 68 101 64 145 69 35 18 149 76 45 

44 18 129 104 131 66 36 51 76 67 88 128 

94 73 129 26 29 58 59 104 127 16 6 35 

87 22 44 113 143 50 130 56 149 101 43 119 

24 19 81 46 136 84 72 21 98 125 46 30 

111 139 49 25 121 48 57 108 68 39 46 52 

100 6 32 34 123 41 72 99 122 25 89 42 

72 92 16 102 39 34 97 48 97 140 68 86 

44 90 131 86 106 113 82 69 84 39 80 147 

26 15 5 III 71 108 97 117 49 107 100 42 

131 131 % 29 98 138 42 37 34 9 91 10 

130 54 115 75 69 102, 147 6 25 62 70 48 

48 132 14 108 44 102 72 53 11 102 8 37 

86 40 149 94 111 144 97 116 79 84 6 150 

114 137 2 113 92 56 7 121 51 45 98 136 

129 57 4 86 81 100 6 109 6 78 69 38 

77 97 109 99 90 58 84 20 73 17 86 100 

47 103 83 137 25 49 137 42 58 112 17 80 
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Appendix 5.3 
Generated random nwnbers between 1 and 500 

350 316 329 187 227 101 80 339 124 

425 456 245 141 263 332 19 308 202 

249 154 448 436 493 215 311 35 398 

421 180 136 290 295 158 247 3 

359 174 403 419 311 271 161 380 

319 114 417 337 214 223 372 430 

263 480 461 396 431 132 448 242 

474 340 335 48 447 98 209 

349 4 304 295 195 455 388 

261 88 126 469 217 254 178 

83 105 124 168 472 454 240 

492 18 163 133 436 97 89 

272 245 144 247 173 471 

374 154 215 170 158 198 

110 190 179 245 113 386 349 

16 492 474 253 267 125 2 329 

183 52 316' 316 

243 232 73 

208 78 256 

283 323 215 

46 290 412 

240 287 322 

192 401 377 124 215 

398 325 339 379 392 355 

224 2 154 87 199 240 

67 307 362 398 483 67 

197 81 78 188 

102 292 489 21 

478 36 

305 

48 301 

36 249 

45 57 

406 470 342 
79 372 275 298 

206 494 40 

405 355 49 461 

18 295 425 328 

380 450 
76 367 148 

72 302 60 133 320 
115 457 468 81 218 
69 76 49 145 425 

116 122 311 38 430 
386 283 341 350 349 
139 192 289 122 421 

30a 

59 

482 

271 

27 

289 

248 

347 
157 

180 

356 

170 

119 

108 387 

132 124 

301 397 

228 300 

255 199 

359 365 

379 

478 

296 

2 58 

406 102 

369 202 

301 7 

163 

404 

183 

371 

26 

67 75 

231 117 

272 169 

489 307 

85 473 423 

361 307 58 

483 43 399 

5 370 323 

88 460 162 

315 484 195 
415 430 399 

496 35 64 

167 215 283 

96 4 80 

44 

2 75 146 
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APPENDIX 5.4 

INTERVIEWED GOVERNMENT INSTlTUI10NS AND MAJOR ISSUES ADDRESSED IN THE 
INTERVIEW 

Ministry of Works 

i) Trace existing policies, if any, for the control of the construction Industry. 

ii) Obtain and review acts of parliament establishing various organizations under the Ministry 
responsible for the regulation and development of the construction industry. Acts establishing 

• National Construction Council 
• Contractors Registration Board 
• Engineers Registration Board 
• Architects and Quantity surveyors Registration Board 

iii) Trace, if any, the existence of (within the Jast ten years) development programmes for the 
construction industry particularly their successlfailme stories in developing the infonnal 
construction industry. 

iv) Solicit views on what needs to be done to promote collaboration between fonnal and infonnal 
construction sectors 

Ministry of Labour and Youth Development 

i) Trace existing policies. IF ANY, for the control oftbe informal sector. 

il) Obtain and review acts of parliament establishing various organi1Jltions under the Ministty 
responsible for the regulation and development of the informal sector. 

iii) Establish the existence (and review) of any studies canied out to establish the size and impact of 
the infonnal sector on the national economy. 

iv) Trace, if any. the existence of (within the Jast ten years) development programmes for the informal 
sector particularly their successIfailure stories in developing the informal construction industty. 

v) Obtain data, ifany, of the employment pattern in the countty, particularly in the infonnal sector. 

Planning Commission 

i) Obtain and review past development programmes (within the last ten years) for the countty, 
particularly those that have impacted on the fonnal and informal construction sectors in order to 
establish what their impact bas been. 

ii) Obtain and review future development programmes to establish their likely impact on the formal 
and infonnal construction sectors. 

Central Statistical Bureau 

i) Obtain data on the construction industty (Both formal and informal) on employment, contribution 
to the national economy etc. 

il) Establish methods to measure the size and contribution of construction sector to the national 
economy. 

iii) Establish methods used to measure the size and contribution of the informal sector to the national 
economy. 
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Natioml Consb'uction Council 

i) Obtain information on programmes to deve~op the Tanzanian construction industry. 

ii) Obtain information on plans and/or programmes to develop the infonnal sector 

iii) Solicit comments on existing policy do~nts for the construction industry and infonnal sector. 

iv) Solicit comments on the possible collaboration between the formal and infonnal construction 
industry. 

v) Discuss the construction industry policy. paticularly the contents with regard to the formal and 
infonnal construction sectors. 

vi) Discuss a checklist of items to be included in the policy formulation. 

vii) Solicit views on what needs to be done to pomote the collaboration between the formal and 
infonnal construction sectors 

Contractors Registration board 

i) Discuss the Contractor's Registration Act aut its effectiveness in controlling the construction 
industry in Tanzania. 

ii) Obtain information on the number of ~gisIered contractors, particularly in the regions where the 
study will be conducted. 

iii) Obtain information on the type of projects :hat by statute need to be carried out by formal 
contractors and those which can Dot and therefore available for the informal contractors. 

iv) Discuss the growing trend of infonnal builders and solicit views on the possible reasons for this. 

v) Solicit views of the board on the desirabili~ of promoting the infonnal sector and how it can be 
done. 

vi) Solicit views on what needs to be done to promote collaboration between formal and infonnal 
construction sectors 

Natioaai Income Generation Proeramme 

i) Obtain information of current and future programmes, IF ANY carried out to generate income in 
the construction industry, both formal and mformal. 

ii) Solicit views on the existing policy documents which affect the construction industry 

iii) Solicit views on the desirability ofpromotilg the informal sector and how it can be done. 

iv) Solicit views on what needs to be done to fIOmote collaboration between the formal and infonnal 
construction sectors 

310 



Regional Engineers and Municipal/City Council authorities in 
Dar-es-SaIMm. Mwanza. Arusha and Dodoma. 

i) Obtain infonnation on surveyed areas for housing with construction activities. 

ii) Obtain infonnation on construction projects undertaken in the regions by fonnal contractors. 

iii) Discuss city regulations on construction and how they affect both formal and infonnal conttactors. 
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Appendi::t 5.5 
Letter of introduction to formal contractors 

Adress Dne 1 
Adress Dnel 
AdressDne3 

Dear Contractor, 

RS. Mlinga 
Department of Civil Engineering 
University ofDar-es-Salaam 
P.O. Box 35131, Tel 410752 
Dar-es-Salaam 

Date 

RESEARCH ON THE COLLABORATION BElWEEN FORMAL 
AND INFORMAL CONTRACTORS 

I am an academic staff member of the University of Dar-es-Salaam currently 
undertaking my Ph.D. studies at the University of Cape Town, South Africa. As part of 
Ph.D. research, I am investigating the existing and future areas of collaboration between 
formal and informal contractors. This will assist to establish whether or not there is a 
need to develop the informal contractors. 

I am therefore requesting you to spare your time and respond to my questionnaire. 

The results of this survey will be used solely for this research, and no identity of the 
respondent~ will be exposed. 

Thanking you in advance, 

Yours sincerely, 

R.S. Mlinga 
Assistant Lecturer 
University ofDar-es-Salaam 

312 



Appendix 5.6 

Questionnaire for the informal contractors and 
summary of responses. 

OuestionAl 

Question Response of contracton 
Cate20ry 

Sole ownership I Partnership I tive 
Description ohhe informal contracton 

QuestionAl 

Question 

P/etl3e give the 
nrunberof 
persons working 
inyour 

Employeet 

308 

Partners 
<2 2·5 >5 
37 

53 20 

211 59 
enterprise under ~=.=..==:...:.,;;;.j=:"'-_-+-:=::-~;--:==-+­
the given 
categories. 7 18 

OuestionAl 

I 97 I 

ed a. 
Part·time 

<2 5·10 10..20 

6 

Question RelDonse of contracton 
Equipment Numben owned. 

1 2 3 4 
Concrete mixers 21 
Concrete vilntors 16 

P/etl3e give the number ofkinds of Dumper 
equipment owned by your Tipper trucks 6 
enterpriJe under the given Pickups 51 
categories? Block makina machine 57 

machine 16 
Welding machine 56 5 

tools (sets) 10 

Ouestion A4 

Question ReIDonie of contracton 
Nwnber of projects 

>20 

5 

<2 2-5 5 -10 >10 
How many projects were carried out byyourenterprise in the 43 226 136 
last two yean? 

Question AS 

Question of cOlltradon 
SmaIl_ PJojec:t Larpst project (value iIl.000 Tw) 

(Vlllue ill 000 Tw.) 
< so- 100- > <100 100- soo. 1()()o" 2000 SOOO- 10000 
so 100 sao sao sao 1000 2000 - 10000 -

SOOO 20000 
What \M:rS the 
large# and 6mQ//est 94 125 141 37 57 146 87 57 16 16 
project BXecfIled in 
the last two yean? 
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Ouestion A6 

Question Response of contractors 
Annual turnover (million Tshs.) 

<1 1-2 2-5 5-10 10-20 20-50 >50 
What is the average annuailllmover of 12 72 219 53 10 31 
your enterprise for the past two wars? 

OuestionA7 

Question Response of contracton 

Areas in square metres for 

Office Service workshop Stonge yard 

<]0 10-20 >20 <10 10-20 >20 <10 ]0-20 >20 

Does your enterprise have the 3 7 21 33 5 
followingfacilities? Give the 
approximate area. 

Question AS 

Question Response of contradon 
YES I NO 

Do you have a trading license? 16 I 389 

OuestionAfJ 

Question Response of contradon 
Problem Scale 

Most important Important Least important 
Unclear procedures 16 

What problems did you Long procedure 13 3 
encounter when processing a Corruption 16 
trading license? Difficulties in meeting 13 3 

requirements 

Question AIO 

Question Response of contra don 
Reason Scale 

Most important Important Least important 
Costs involved are too 78 106 222 

What are the reasonsfor your hiah 
enterprise not obtaining a Cumbersome procedures 43 151 204 
busU1esslicense? Difficult requirements 73 113 207 

Can operate without a 295 18 74 
licence 

Question All 

Question Response of contracton 
YES NO 

Are you aware that it is illegal to operate a construction 191 212 
business without registering with the Contractors Registration 
Board 
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Question All 

Question Res onle of contracton 

Leastim 
What are the reasons 
for not registering your 
enterprise with the 
Contractors 
Registration Board? r 

Question All 

Question 

Who are your mojor 
clients? 

Question A14 

Question 

39 
39 
42 
34 

ReIPOnle of contractors 
Client Frequency Scale 

Always Sometimes Never 
Private house developers 198 201 17 
Big registered contractors 210 186 
Small registered contractors 9 208 189 

Number of responses from contractors 
Services Frequency Scale 

Always Sometimes Never 
What kind 0/ services do you 
provide to private clients 

Ouestlon A15 

Question 

What jobs/activities do you 
normally carry out/or private 
clients under /obour contract 
only or moterial and labour 
contracts? 

Ouestion A16 

Labour only JJ5 
Labour and materials 10 

Activities 

43 10 
43 335 

137 
49 
49 
90 
90 
90 
8J 
38 
35 13 
38 
18 
17 

Question Number of responses from contractors 
Problems FreQuency scale 

AlwayS Sometimes 
~~~wruma~thecHent 381 

What problems did Postponement by the client on execution 235 
you experience of aireed works 
while working with Frequent stoppage of works by the client 88 
private clients? Poor quality of materials supplied by the 351 

client 
Late delivery of materials bv the client 7 363 

315 

Never 
7 

153 

300 
37 
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Question Al7 

Question Number of responses from contnctors 
Benefits Scale 

Very important Important Least important 
What benefits have you Continued work load 345 43 
gained by working for Improving cash flow 290 98 
private clients? Gainingsldlls 184 168 36 

Ouestion Al8 

Question Number of responses from contnetors 
Services Frequency Scale 

Always Sometimes Never 
What kind of services do you Labour only 222 
provide to big contractors? Labour and materials 222 

Question Al9 

Question Response of contracton 
Activities 1'ypt of cant net 

Labour only Labour and material 
Complete building 

What jobs/activities do you Excavation 100 
nomuzlly carry outfor lig C 111 
contractors under labour Steel fixing 75 
contract only or material and Fonnwork fIxing 64 
labour contracts? Block-wallina 78 

P 78 
78 

Tilill 87 
Roo IJlg 57 
Wei ingworks 25 
Ceiling + joinery worts 40 
painting 10 
Plumbing works 

Question AlO 

Question Number of res !Jonses from contneton 
Problema Frequency Icale 

Always Sometimes Never 
Delayed payments bv the client 191 31 

What problems did you Postponement by the client on 126 96 
experience while working execution of agrCed works 
with big contractors? Frequent stoppage of works by 38 195 

the client 
Poor quality of materials 155 67 
supplied by the client 
Late delivery of materials by 187 35 
the client 

Question All 

Question Number of responses from cantncton 
Benefits Scale 

Very important Important Least important 
What benefits have you Continued work load 177 45 
gained by workingfor big Improving cash flow 120 102 
contractors? Gaining skills 155 59 8 
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Question Al2 

Question Number of responses from contncton 
Services Frequency Scale 

Always Sometimes Never 
What kind of services do }OIl Labour only 195 
provide to small contractors? Labour and materials 195 

Question Al3 

Question Response of contncton 
Activities 1'YIN of contnct 

Labour only Labour and material 
Complete building 

What jobs/activities do }OIl Excavation 48 
normally carry outfor small Concreting 73 
contractors under labour Steel fixing 62 
contract only or materiDl and Fonnwort fixing 46 
labour contracts? Block-walling 40 

P 40 
Screeding 40 
TiliIIg 42 
Roo ing 46 
Welc ling works 13 
Ceiling + joinery works 38 
painting 10 
Plumbin2 works 5 

Question A24 

Question Number of resll onses from contncton 
Problems Frequency Kale 

Always Sometimes Never 
Dela.1 .... 1'"".1~,ts by the client 181 14 

What problems did 'Postponement by the client on 104 91 
}OIl experience while execution of agreed works 
working with small Frequent stoppage of works by 16 179 
contractors? the client 

Poor quality of materials supplied 136 59 
by the client 
Late delivery of materials by the 172 23 
client 

Question Al5 

Question Number of responses from contnctors 
Benefits Scale 

Very important Important Least important 
What benefits have }OIl Continued wort load 156 39 
gained by workingfor Improvina cash flow 118 77 
small contractors? Ga.inirul skills 99 83 13 
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Question AU 

Question Number of responses from contractors 
Building material FreJLuen~ Stile 

Always ever 
Concrete blocks 33 35 

Please indicate the Precast concrete JJ 35 
frequency with which Soft wood. timber 8 62 
your company obtains Hardwood. timber 8 62 
the following building Timber products 8 62 
materialsfrom the Timber props 8 62 
informal material Aggregate 51 14 
suppliers. Sand 51 14 

Cement 7 II 
Steel + weldinR materials 

Question Al7 

Question Number of responses from contractors 
Material Reasons 

Cheap Available Good quality Supplement 
when other sources 

1 2 J 1 2 J 1 2 J 1 2 J 
What lVe11! the Concrete blocks 30 5 3J 47 12 16 13 40 
reason.r for Precast concrete 30 5 33 47 12 16 13 40 
using the products 
materials Soft wood. timber 8 12 38 1511 9 27 6J 
from Informal Hardwood. timber 8 12 38 15 9 27 6J 
material Timber products 8 12 38 15 9 27 6J 
suppliers? Timber props 8 12 38 15 5 9 

~~ 
(,_ltfl3 Aggregate 48 5 II 54 12 16 
ill fI'" fll Sand 48 5 II 54 12 16 40 35 
iInpol1lllU:t!) Cement 10 13 10 

Steel + welding 
materiaJs 

Ouestion AlB 

Question Number of responses from contractors 
Equipment Frequency scale 

Alwa~ Sometimes Never 
Concrete mixers 145 
Concrete vibrators 145 

Please indicate the frequency Wheel loaders 
with which your company 
obtains the following equipment Excavators 
from informal equipment Tipper trucks 70 10 
suppliers? Pickups 52 13 

Theodolite 21 13 
Leveling instruments 21 13 
Wel<lina ~uipments 
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Question AJO 

Question Number of resIJQDSe5 from contncton 
Problem. Sale , Very important t Least important 

Mention general prablems Lack offimmc:ina 368 22 15 
which your company faces Lack of equipment 90 238 69 
in running its day to day Lack of skilled labour 21 302 82 
business. Difficulties in ootaining 342 63 

PfC)jects 
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Appendix 5.7 

Questionnaire for the small formal contra:tors and 
summary of responses. 

QuestionB1 

Name and adress of the company (optional) 

•••• ~ •• 0< ......... ~ * ~ ......... _ ....................... '" ....................................... , 

QuestionB2 

QUESTION Number of resPOndine: contracton 
Please give your company registn:ltion particulars Q3 til a ••• Buildine: Civil 
contractor VI 42 12 

VII 123 S8 

QuestionB3 

Question l'IumberofresDODses from coDtracton 
Amount in Source Total 
Million Tsb •. Public Sector Private Sector 

What is the average annual Below SO 82 9 
hlmt1\1er of your company for the SO-IOO 43 S4 12 
pastfwe years from public and lOO-SOO 90 
private sector clients? AboveSOO 7 9 7 

QuestionB4 

Question Number of responses from coDtracton 
$taff Category Number moved 

BtJow2 2-!i !i-IO 10-20 2().!i0 

Administrative staff 108 14 
What ;8 the average Structumllcivil 77 9 

.... b""-*',, ~. 
employed by your . viJIbuilding 108 !i7 
company In the last .. Technicians 
jive years under the . eyers 12 
following categories Artisans 18 123 9 

Skilled labourers 6!i 8!i 6 9 
Unskilled labourers 67 71 27 

QuestionBS 

Question Number ofresDouses from contracton 
Value of Number of Proiects 

Above 
!i0 

10 

projects in Public Clients Private Clients 
million <2 2-S S- >10 <2 2·S S- >10 
Tw. 10 10 

What is the average Below SO 19 89 2S S 80 60 
number of projects 
carried out by your SO-IOO 61 60 6 47 S 9 
company in the IQ3tjive 
years with contrrlct values 100 -200 28 

H-t 
9 

in the following ranges 
forpublicand private Above 200 9 
clients 
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QuestionB6 

Question Number of responses from tontradon 

Ha& your company etler worked for a private 
client? 

Question B7 

Question 

What were the reasons for 
workingfor a private client? 

QuestionBB 

YES 
138 

Question Number of responses from contracton 
Services Frequen(}' Salle 

AlwayS Sometimes 
What kind of services do yotI LaboW'only 23 llS 
provide to private Ccients? LaboW' and materials liS 

OuestionB9 

Question Number of responses from contradon 
Problems Frequenc:v scale 

Always Sometimes 
Delayed payments by the client 124 

What problems Postponement by the client on 104 
didyou execution of~ works 
experience while Frequent stoppage of works by the S8 
working with client 
private clients? Poor quality of materials supplied by 124 

the client 
Late delivay of materials by the 131 
client 

Question BI0 

Question Number of responses from contradon 
Scale 

NO 
27 

Never 

23 

Never 
14 
34 

14 

7 

Reason ~ 
t Least imDOrtant 

The value ofPfQiects is small 12 IS 
What are yotIr Projects do Dot have proper 11 16 
retUomfor not eont:ra£:t documents 
working with Possibility of non payment by 7 20 
private clients? the Client 

Long execution period for the 7 20 
pJ'Qiects 
Not offered any job from IS 5 7 
private clients 
Small profit 13 14 
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Question Bll 

QuestiOD Number of respoDses from coDtracton 
Benefits Seale 

Important Least important 

In your opinion. what are Continued work load 132 33 
the benefits to be gained by Improving cash flow 115 50 
small contractors by 
workinS{for private clients? 

Gaining skills 133 32 

Question B12 

QuestiOD Number 01 resPODSes from cODtradon 
YES I NO 

Has your company ever worked fora bi!l. contractor? 84 I 81 

Question B13 

Qqestion Number of resPODSes from coDtracton 
RealObI Frequency Seale 

Always Sometimes Never 
Unable to get jobs from other sources 7 11 66 
Good pay by big contractor 29 55 

What weN the reasoru Less bureaucracy when working with 54 30 
for working/or big big contractors 
contmctors? To gain tecbic:al skills ' 84 

To"";" skills 84 
Another soun:e of job 58 20 6 

Question B14 

QuestiOD Number of resPODSes from contradon 
Services FreaueDcY Scale 

Always Sometimes Never 
What kind 0/ services do you Labouronlv 84 
provide to big contracton? Labour and materials 84 

Question B15 

QuestiOD Number OfrespoDses from coDtradon 
ReasoD Scale 

Very important ImPOrtant Least . 
The value of projects is small 81 

What aN your Projects do not have proper 28 53 
NtUOnS/or not contract docwnents 
working with big Possibility of non-payment by 51 30 
contmctors? the hiS{ contractors. 

Loug execution period for the 6 75 
projects 
Not offered joblnever explored 81 
that possibility 

Question B16 

Qqestion Number of resPODses from coDtracton 
Benefits Scale 

Very important t Least . t 
In your opinion, what aN Continued work load 80 85 
the benefits to be gained by Improving cash flow 59 106 
small contractors by ~ tec:hnic:al 129 36 
working/or big 
contmctors? Gaining managerial 114 51 

experience 
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Question B17 

Question Number ofresponles from contncton 
Building material Frequency Scale 

Always Sometimes Never 
Concrete blocks 

Fi 
113 27 

Please indicate the Precast concrete products 122 27 
frequency with Soft wood timber 38 106 12 
which your Hardwood timber 106 12 
company obtains Timber products 38 106 12 
the following Timber props 38 106 12 
building material A _ate 85 59 12 
from the il(onnal Sand 85 59 12 
materials suppliers. Cement 9 147 

Question B18 

Question Number of responses from contncton 
Material Realons 

Cheap Available when Good quality Supplement 
required other sources 

1 2 3 1 2 3 1 2 3 1 2 3 
Concrete blocks 7 5 101 124 5E± 137. 
Precast concrete 7 5 101 124 

: 45 

137 
products 

What were the Soft wood 14 20 94 15 124 115 
reasonsfor timber 
using the Hardwood 14 20 94 15 124 5 45 115 
materitlls timber 
from informal Timber products 14 20 94 15 124 5 45 llS 
materitll Timber props 14 20 94 15 124 5 45 115 
suppliers? A 46 15 57 20 108 5 82 78 

Sand 46 25 57 20 108 5 8l 78 
Cement 9 9 9 

Question B19 

Question Number of responses from cODtncton 
Equipment Frequency scale 

Always Sometimes Never 
Concrete mixers 92 32 37 
Concrete vibrators 92 32 37 

Please indicate the Wheel loaders 29 132 
frequency with which Dwnpers 29 132 
your company obtains the Excavators 38 119 
following equipment from Tipper trucks 31 77 53 
i1ffonnal equipment Pickups 24 84 53 
suppliers? Theodolite 14 72 7S 

Level~ 14 70 77 
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Question B20 

Question Number of respomes from contractun 
Equipment Reasons 

Cheap Available Good Efficiency Complement 
when Working other sources 

11J: 
required condition 

3 I 2 3 I 2 3 I 2 3 1 2 3 
Concrete 16 34 85 5 9 92 11 61 
mixers 

What were Concrete 16 34 85 5 9 92 11 61 
thereasoru vibrators 
for uing the Wheel loaders 7 29 29 
equipment 

=~ 
7 29 II 

from 16 38 II 
iriformal Tipper trucks 14 10 35 12 91 5 57 89 
equipment Pickups 7 10 42 12 91 5 50 96 
8lIJ'plie1'3? Theodolite 14 8 37 7 71 41 8 64 

Leveling 14 8 35 7 69 41 8 64 
instruinents 

Ouestion B21 

Question Number of responses from contractun 
Labour category Frequency Kale 

Always Sometimes Never 
Specialized unskilled 16 138 7 
aanas 

PIetl8e indicate the Plumbers 31 125 5 
frequlnCY with which Elecbicians 31 120 10 
your company uses the Steel fixers 16 140 5 
following categories of Carpenters 16 140 5 
sub-contracted labour in Masons 9 140 12 
your projects TilefJXerS 24 132 5 

Painters 141 12 
Land surveyors 8 131 22 

Question B22 

Question Numberofresponlel from contractun 
Labour Reasons 
Category Cheap Available when Quality job Supplement own 

labour 
1 2 3 I 2 3 1 2 3 1 2 3 

Specialized 5 13 126 140 13 10 144 
WlSkilled 

What were the gangs 
reasonsfor Plumbers 13 126 142 13 17 146 
uingSflb. Elecbicians 13 126 142 13 17 146 
controcted 

~ 
13 117 142 13 17 146 

labour? 13 126 142 13 17 146 
6 126 142 6 17 139 

Tile 6 126 149 6 17 146 
Painters 6 126 142 6 17 139 
Land 6 116 132 6 129 
surveyors 
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QuestionB13 

QUesdOD Number of resPODJel from coDtrac:ton 
Problem Scale 

Very important Important Least imPOrtant 
High fees 82 74 5 

Mention problems Cumbersome procedure to S3 102 6 
which your company obtain business licence 
faced during its start Cumbersome procedure to 24 137 
up. register 

Difficult entry 151 1U 
requirements 

QuestionB14 

QgesdOD Number of resPODSes from eODtnc:ton 
Problems Scale 

V ... y~rtant Important Least important 
Lack of financing 161 

Mention general problems Lack of equipment 47 104 
which your company faces Lack of skilled labour 14 147 
in running its day to day Difficulties in obtaining 152 8 
business. projects 
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Appendix 5.8 
Questionnaire for medium and big formal contractors and summary of responses. 

Question Cl 

Name and adress o/the company (optional) 

Question Cl 

QuestiOD Number of respooses from coDtndon 

CIIII Building Civil 

Please give your I 14 4 
company registmtion n 5 5 
particulars as a m 10 3 
contmctor IV 12 4 

V 14 2 

Question C3 

QuestiOD Number of resDODles from contndon 
AmouDtlD Source Total 
Milllon Tsbl. Public Sector Private Sector 

What is the average Below 100 12 1 
annual tIlmover of your 100-500 21 37 7 
company for the past 500-1000 12 3 1 
fwe yeanfrom public 1000-2000 7 
and private .sector 2,000 - 5,000 10 10 
clients? 5,000 - 10,000. 4 6 

Above 10,000 

Question C4 

QuestiOD Number of resDOases from coDtncton 
Staff Category 

What is the average Administrative staff 
number ofworkers Structural/civil 
employttd by your Civil/building engineering 
company In the last Teclmicians 
jive yean rmder the surveyors 
following categoriu Artisans 

Skilled labomers 
Unskilled Iabourecs 

Question C5 

QuestiOD 

What is the average nllmber 
of projects carried out by 
your company in the lastfive 
yean with contmct values in 
the following rangesfor 
public and private dients: 

3 , 
7 
1 

Number emnloved 
<2 2-5 5-10 10-20 20-50 

28 24 3 
3S 15 2 
S 36 13 

24 2 
15 3S , 

15 30 10 
10 30 
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Question C6 

Question Number of responses from contracton 
Frejluency lcale 

Always Sometimes Never 
Does your company buy building materials 4S 10 
from informtJl material suppliers? 

Question C7 

Question Number ofresponlet from contracton 
Building material Frequency Scale 

Always Sometimes Never 
Concrete blocks 1 41 13 

Specify the main Precast concrete 1 41 13 
materials pIIrchased Soft wood timber 2 42 12 
and the/requency Hardwood timber 2 42 12 
over the last two 

~1I1\l1l'> 1 43 11 
years. 3 41 11 

A 6 38 11 
Sand 6 38 11 
Cement SS 

Ouestion C8 

Question Number ofresPOoses from contracton 
Material Reasonl 

Cheap Available when 
~~~~ requin:d other sources 

I 2 3 1 2 3 12323 
What were the Concrete blocks 3 26 38 4 1 13 
rea&ons/or Precast COIl 

I 
3 ;-L 38 4 1 13 

ruing the products 
materials/rom Soft wood timber 1 2 39 3 1 13 43 1 
informal Hardwood timber 1 2 27 41 3 1 13 43 1 
material Timber products 1 2 27 41 3 1 m 1 
suppliers? Timber props 1 2 27 41 3 1 

:~ (,1IIIk 1 to J in te 1 2 26 1 40 3 1 14 42 
0''''0/ Sand 1 2 26 1 40 3 1 14 42 
impottlltCl!) Cement 

Question C9 

Question Number of resPOnles from contrac:ton 
Frequency Icale 

Always Sometimes Never 
Does your company hire equipment/rom 11 44 
informal equipment suppliers? 

Question CI0 

Equipment Frequency lCale 
Always 

Sometimes ever 
Concrete mixers 9 46 
Concrete vibrators 9 46 

Specify the main equipment Wheel loaders 8 47 
hired and thefrequency 7 48 
over the last two years. Excavators 5 50 

TiDDCl' trucks 9 46 
Pickups 5 50 
Theodolite 4 SI 
Leveling instruments 3 52 
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Question Cll 

Question Number of responses from contradon 
Equipment Reasons 

Cheap Available Good Efficiency Complement 
when required Working other sources 

condition 
1 2 3 1 2 3 I 2 3 1 2 3 1 2 3 

Concrete 9 24 9 10 12 2 33 
What were the mixers 
reasons for Concrete 9 24 9 10 12 2 33 
using the vibrators 
equipment Wheel loaders 12 29 9 11 12 3 37 
from informal Dumpers 11 26 9 10 12 2 35 
equipment Excavators 12 28 9 11 12 2 37 
suppliers? Tipper trucks 12 27 9 10 12 2 36 
(rtllflc 1 to J Pickups 9 24 9 10 12 2 32 
;"orderof Theodolite 9 24 9 10 12 2 33 
impotlUU¥) Leveling 9 24 9 9 12 2 33 

instruments 

Question Cll 

Question Number of responses from contndon 
Frequency scale 

Always Sometimes Never 
Does your company sub-contrrJct works to 51 4 
small registered contractors? 

Question Cll 

Question Number of responses from contra don 
Reasons Frequency Scale 

Always Sometimes Never 
To supplement own labour 39 12 

What were the reasons for To supplement skills 36 14 1 
subcontracting work to small available in the company 
contractors To keep company labour 30 20 1 

force to the minimum 
To offer work opportunities 1 11 27 
to small contractors 

Question C14 

Question Number of responses from contndon 
Activities Type of contract 

Labour only Labour and material 
What jobs/activities do you Excavation SO 
normally sub-contract out to Concreting 51 
small contractors under labour Steel fixing 51 
contract only or material and Formwork fIXing 51 
labour contracts: Block-wallinR 49 

Plastering 48 
S 48 
Tiling 48 
Rooting 49 
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Question CIS 

Question 

In your opinion, what 
are the benefits to be 
gained by big 
contractors worldng 
'With small contractors? 

Ouestion Cl6 

Benefits 

Question 

Deso your company svb.;.contract works to 
informal contractoI'J or individuals? 

Ouestion Cl8 

Question 
Reasons 

Number of res nses from contractors 
Scale 

v rtant 
11 

36 18 1 

18 27 10 

Number of responses from contractors 
FrequencY scale 

Alwavs I Sometimes Never 
51 4 

Number of responses from cobtractors 
Frequency Scale 

Always Sometimes Never 
To SUJ)1)iement own labour 37 14 

What were the reasons for To supplement skills 32 17 2 
$JIbcontracting work to available in the company 
informal contractol'J or To keep company labour 25 24 2 
individwds? foree to the minimum 

To offer work opportunities 2 8 41 
to informal contractors 

Question Cl9 

Question Number of responses from contractors 
Adivities Type of contract 

Labour only Labour and material 
Excavation 49 

What jobs/activities do you 49 
normally $JIb-contract OIlt to Steel fixina 49 
informal contractors or FOImWOrk fixi.na 49 
individllQ/s rmder labour contract Block-walling 48 
only or material and labour Plastering 46 
contracts? Screeding 46 

Tilina 47 
Roofina 48 

Question C20 

Question Number of responses from contractors 
Benefits Scale 

Very' 1 Least ' 
In your opinion, what are Act as a buffer for 39 13 
the benefits to be gained fl workload 
by big contractors by Obtaining expertise not 32 18 2 
worldng 'With informal within the 
contractors or Relieving the company 16 28 8 
individuals? from training costs 
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Appendix 6.1 

Data on informal construction sector as summarised from 
the Tanzania National Informal Sector Survey of 1991 (GOT, 1991a) 

TABLED1 
INFORMAL CONSTRUCTION SECTOR 
EMPLOYMENT ACCORDING TO SEX 
(GOT. 1991a:Table 2.2.1) 

Geograpbic area Male Female 
Dar-es-salaam 22,327 0 

Other urban 28,569 216 

Rural 111,320 1,006 

TOTAL 162,216 1,222 

TABLED2 

Total 
22,327 

28,785 

112,326 

163,438 

INFORMAL CONSTRUCTION SECTOR EMPLOYMENT­
AGE ACCORDING TO SEX 
(GOT, 1991a:Table TOT 1) 

AGE GROUP Male FEMALE TOTAL 
0-9 0 0 0 

10-14 2,517 0 2,517 

15-19 10,789 0 10,789 

20-24 26,260 0 26,260 

2S-29 37,422 0 37,422 

30-39 40,056 346 40,402 

40-49 20,6~3 330 21,013 

50-59 16,960 330 17,290 

60+ 7,444 0 7,444 

Not stated 85 0 85 

TOTAL 162,216 1,006 163,222 

TABLED3 
INFORMAL CONSTRUCTION SECTOR EMPLOYMENT 
-AGE ACCORDING TO GEORAPBIC AREA (GOT, 
1991a:TableTOT 6) 

AGE GROUP Rural Urban TOTAL 
0-9 0 0 0 
10-14 ll4 2,403 2,517 

lS-19 3,021 7,768 10,789 

20-24 10,284 16,192 26,476 

25-29 15,294 22,128 37,422 
30-39 13,748 26,654 40,402 

40-49 5,S06 1S,507 21,013 
50-59 2,647 14,643 17,290 

60+ 413 7,031 7,444 
Not stated. 8S 0 85 

TOTAL 51,112 112,326 163,438 
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TABLED4 
INFORMAL CONSTRUcnON SEcroR ENTERPRISES 
- OWNERSHIP ACCORDING TO GEOGRAPHIC AREA 
(GOT, 1991a:Table ENT 2) 

Geographic area Sole ownenhip Partnenhip 
Dar-es-salaam 10,670 92 
OtherUIban 17,981 155 
Rural 86,989 609 
TOTAL 115,640 856 

TABLED5 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- OPERATING LOCATION (GOT, 1991a:Table ENT 4) 

Total 
10,762 
18,136 
87,598 
116,496 

LocatioD Number of enterprisell 
Dar-es-Salaam Other 

urban 
Temporary structure 1,009 100 
Open space/street 154 876 
No fixed location 8,231 6,233 

Within home 350 < 43 
Structure to house 49 27 

Another building 456 65 
Market - 118 

Other 513 674 
TOTAL 10,762 18,136 

TABLED6 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- AGE OF ENTERPRISES (GOT, 1991a:Table ENT 5) 

Rural 

8,778 

699 
72,4S6 

-
1,242 

60 
693 

3,670 
87,s98 

Age (yean) Number of enterprisell 
Dar-es-Salaam Other Rural 

urban 
Up to 1 696 682 S,943 
1-3 981 2,006 14,302 
3-S 2,6S4 4,380 18,368 
5-10 2,398 5,125 19,432 
10-20 3,128 4,953 13,836 
Above 20 905 1,842 15,258 
Not stated - 48 459 
TOTAL 10,762 19,036 87,s98 
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Total 

9,887 
1,729 

96,920 
393 

1,318 

S81 
811 

4,857 
116,496 

Total 

7,321 
17,289 
2S,402 
26,955 
21,917 
18,005 

S07 
117,396 



TABLED7 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- INITIAL CAPITAL (GOT, 1991a:ENT 6) 

Initial capital Number of eDterprises 
Dar-es-Salaam Other D. 

urbao 
0-999 1,232 3,606 
1,000-4,999 3,8SS 6,370 

3,000-9,999 1,969 3,106 
10,000-19,999 2,203 1,988 
20,000-49,999 310 437 
50,000-99,9999 443 94 
+100,000 339 138 
Not stated 109 377 
TOTAL 10,762 18,136 

TABLED8 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- SOURCE OF CAPITAL (GOT, 1991a:ENT 7) 

.1 

36,969 
34,463 
8,320 
2,183 
377 
499 

-
4,783 
87,598 

Source of capital Number of eoterprises 
Dar-es-Salaam Other Rural 

urbao 
Own saving 7,788 13,886 61,746 
Borrow from friends/relatives 1,169 1,034 3,680 
AssistaDce from 1,709 2,310 10,670 
friendsfre1atives 
Funds from credit societY . - . 
Loan from informal lenders - . 988 
Loan from govt. and banks . - 627 
Co-financing - . 393 
Other 36 388 4,398 

Not stated 60 298 3,094 
TOTAL 10,762 18,136 87,598 

TABLED9 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- FIXED CAPITAL (GOT, 1991a:Table ENT 11) 

Fixed capital Number of eoterprises 
Dar-es-Salaam Other Rural 

urb. 
0-1,000 82 2,143 27,318 
2,000-4,000 1,777 3,423 22,246 
3,000-9,000 2,180 3,770 20,703 
10,000-19,000 1,713 4,316 11,174 
20,000-49,000 2,993 1,776 3,304 
30,000-99,000 781 315 444 
+100,000 1,232 189 149 
TOTAL 10,762 18,136 87,598 
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Total 

41,827 
44,688 
13,393 
6,376 
1,384 
1,038 
317 

3,271 
116,496 

Total 

83,420 
7,903 
14,889 

. 
988 
627 
393 

4,822 
3,432 

116,496 

Total 

29,803 
27,448 
28,633 
17,403 
10,013 
1,340 
1,310 

116,496 



TABLEDIO 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- WORKING CAPITAL (GOT, 1991a:TableENT 12) 

Working capital Number of enterprises 
Dar-es-Salaam Otber 

urban 
0·1,000 10,445 18,136 
2,000-4,000 - -
5,000-9,000 - -
10,000-19,000 162 -
20, ()()()..49,000 - -
50,000-99,000 - -
+100,000 155 -
TOTAL 10,762 18,136 

TABLEDll 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- TOTAL CAPITAL (GOT, 1991a:Table ENT 13) 

Rural 

87,598 

-
-
-. 
-
-

87,598 

TOTAL CAPITAL Number of enterprises 
Dar-es-Salaam Otber 

urban 
0-1,000 82 2,145 
2,000-4,000 1,777 3,425 
5,000-9,000 2,180 5,770 

10,000-19,000 1,715 4,516 
20,000-49,000 2,995 1,776 

50,000-99,000 781 315 
+100,000 1,232 189 

TOTAL 10,762 18,136 

TABLED12 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- ANNUAL INPUTS (GOT, 1991a:Table ENT 23) 

Rural 

27,518 
22,246 
20,703 
11,174 
5,304 

444 
149 

87,598 

AnnuallDputs Number of enterprises 
Dar-es-Salaam Other Rural 

urban 
0-9,000 2,797 7,802 SS,349 
1O,()()O..29,000 723 2,306 17,314 
30,000-49,000 990 1,371 8,340 
50,000-99,000 l,lS2 2,933 4,636 
100,000-199,000 1,751 2,625 846 
200,000-499,000 1,924 880 1,113 
+500,000 1,425 219 -
TOTAL 10,762 18,136 87,598 
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Total 

116,179 

-
-

162 

-
-

155 
116,496 

Total 

29,805 
27,448 
?Sl ~.I\1 

17,405 
10,075 

1,540 
1,510 

116,496 

Total 

65,948 
20,343 
10,701 
8,721 

5,222 
3,917 
1,644 

116,496 



TABLED13 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- ANNUAL REVENUE (GOT, 1991a:Table ENT 24) 

Annual Revenue Number of enterprises 
Dar-es-Salaam Other Rural 

urban 
0-9,000 46 508 12,864 
10,000-29,000 170 1,637 25,360 
30,000-49,000 53 758 15,352 
50,000-99,000 2,145 3,414 19,331 
100,000-199,000 2,142 5,039 9,044 
200,000-499,000 2,996 5,029 5,413 
+500,000 3,210 1,751 234 
TOTAL 10,762 18,136 87,598 

TABLED14 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- ANNUAL PROFITS (GOT, 1991a:Table ENT 25) 

Annual profits Number of enterprises 
Dar-es-Salaam Other Rural 

urban 
0-9,000 46 538 20,597 
10,000-29,000 455 1,914 29,700 
30,000-49,000 946 2,227 13,762 
50,000-99,000 2,579 3,896 12,796 
100,000-199,000 3,185 5,196 7,875 
200,000-499,000 2,867 3,120 2,634 
+500,000 684 1,245 234 
TOTAL 10,762 18,136 87,598 

TABLED15 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 

Total 

13,418 
27,167 
16,163 
24,890 
16,225 
13,438 
5,195 

116,496 

Total 

21,181 
32,069 
16,935 
19,271 
16,256 
8,621 
2,163 

116,496 

- ANNUAL INPUTS, REVENUE AND PROFIT (GOT, 1991a:Table ENT 
26,27 & 28) 

Amount in ('000 Tshs.) 
Dar-es-Salaam Other Rural Total 

urban 
Total annual value of inputs 2,773,029 1,327,338 1,398,385 5,498,752 
Total annual value of revenues 5,187,019 4,132,990 5,256,846 14,576,855 
Total annual value of profits 2,413,845 2,806,051 3,861,556 9,081,452 
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TABLED16 
INfORMAL CONSTRUCTION SECTOR ENTERPRISES 

• MAJOR DtmcuLnaWUIN ISTABLIIBING(OOf, 1991.:,.... PROB I, 2.t.l} 

DUIIcaItla N .... ber oleaterp .... 

Dar_S ....... Other 1Il'II .. Runl Total 

Flnt .... DIn Flnt ..... DIn I'Int .... DIn -EB Government 171 199 214 149 114 1118 311 1111 

Reaulations 
1:98 4,203 4,015 Finding Premises S2l! SSS 142 1,311 1,181 247 USS 2,467 3,436 

Lack of adequate S,476 1,512 437 4,913 1,736 <490 13,676 10,161 1.398 24,06S 13,409 3,315 

I capital 
Skilled workers 49 1,273 60 3,137 3,2S7 1,781 3,137 4,'30 1,890 

Access to equipment 1.366 1.270 609 5,463 1,928 296 34,961 13,041 4,536 41.790 17,239 S,441 

ands 
Accesa to raw 96 203 113 191 114 996 4,118 698 1,092 4,512 m 
mqtcrials 
Oetting 1,214 1,9O!I 1,123 3,551 I,G 1)08 4,735 7,653 8,842 9,511 11,000 11,473 

market/customers 
Transport problems 148 308 51 153 193 692 2,454 2,tS6 744 1.8SS 3,4S7 

Access to .ervices I.e. 106 r:= 38 !olSl 74' 74S 9'1 761 889 

water/electricitv 
Other 4SS 194 114 771 J92 1.338 1,707 442 3,564 2,830 948 

No difticuky at all l46 3,671 7,561 1,159 9,141 14,674 17.SSS 41 .... 61.SS" 19,760 • 54,498 83,119 

TOTAL 11,"2 10,"2 11,7fi2 11,U6 II,1l6 11,U6 17,!l!t1 17,!l!t1 17,!l!t1 lH,4N 111,4N IH,4N 

TABLEDl? 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 

- MAJOR OPERATING DIFFICULTIES (GOT, 1991a:Table PROB 4, S &. 6) 
DUIIcaItla N .... ber 01 eaterprllel 

Dar-es-Salaam Other 1Il'IIu Runl Total 

FIrst .... DIn FIrst .... DIn rInt ..... TIoH rInt .... TIoInI 

Non-payment of debts 1.166 Ii94 SSI 1,342 694 160 11.1'9 3,141 1.288 14,667 4,530 1.!199 

Unavailability of ""edit 4,706 1.468 "'I S,363 1.1111 611 14,437 6,866 3,578 24,506 9,514 4,640 

facilities 
Lack of management 118 61 117 970 93S '-.!ol78 ~ 1,391 11,046 S,6SO 1,790 

skill. 
Lack of capital 1,214 1.697 18l ",027 3,351 ?SO 28,693 13,878 3,466 33,934 18,931 4)98 

lequipmcnl 
Lack of Ikilled 37 IS 77" 194 . ..... 19 I4S IS s,13O 1.039 

I 
Difficulties witb 21S '34 lIill 34 13 2S4 1,506 S76 lSI 1,7SS 743 S73 

exiltiag 
lregulationlllaw 
Heavy taxes " licence 26 106 214 93 34 375 718 214 494 I ass 
fees 
LackfUTeguiar supply 13' S89 176 286 624 30 1.368 4,191 3,S83 2,'" ',404 3,'" 
of raw materials 
Transport problems 82 41 309 43 73 144 1.023 3,537 2,SOl 1,148 ",097 2,tSS 

Lack of SpICC 916 682 590 S79 922 I,09S 3,740 3,108 3,5111 S,24S ",712 s,26S 

Lack of spare parts 144 108 16 so 836 700 144 960 7SO 

Thieves 37 289 641 480 13 96!ol 719 1,410 1,647 1.498 1,423 

No difticuky at all 1,038 871 731 3,219 1.02S 3S8 S,481 3,673 1937 9.738 S,570 1,026 

Other 1,001 3,618 7,181 1,4113 7,9SO 1",161 10,244 37.594 61.44' 12,648 49,162 82,791 

TOTAL 18,"2 18,712 18,7fi2 11,136 11,U6 11,136 17,!l!t1 17,5711 17,!l!t1 IH,4N 111,4N 111,CN 
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TABLED18 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 

MAJOR ASSISTANCE NEEDED (GOT, 1991a:Table PROB 7, 8 & 9) 

DU1lcaItieI Number or emerprlles 

DIIr-e • ..sa1aam 0tIaer IU"ItaD Runl Total 

rtnl ..... TIIIr4 J'InI .... TIIIr4 nne s-d nInI ,,1m s-d 

Provision of a permanent !l25 821 383 1,5S! :t177 198 6,98!i 3,528 2,0.'16 9,404 0,526 

site 
Better aA:Cf:SS to loans 6,B55 1,621 6B7 9,435 :!712 04 34,51 16,282 1,637 SO,881 ZO,68S 

Easing in government 110 67 M3 m 693 1,493 1,506 

reaulations 
Better access to raw m 98S 248 8iiii 193 64 5,360 3,MI 1,892 6,997 5,519 

materials 
Better transport facilities 135 381 13 199 lSI 2,882 S,63O S19 3,030 6,210 

Training for self L:J 433 12S 1,3811 "Iii 184 11,042 7,68!i 5,098 12,727 9,734 

Training for wOlken 98 881 :Uo 51 73 519 745 294 829 900 

Assislance with 898 l,5n 75:1 827 ,.. m 3,612 3,316 4,030 5,337 5,5n 

markeni.1II. 

~odem 
303 775 230 !129 J95 7n 6,58S IO,!I25 5,237 7,817 12,495 

0Iber . 330 619 0 330 619 

No need for assilltance Si'B 3,9SS 6:119 2,814 U90 14,523 15,692 34,474 65,282 19,0114 46,719 

TOTAL IO,'Hi2 11,'HiZ 11,'HiZ 11,131 D,IU 11,131 .,.- .,,- 17.- 11..- 11'-"" 

TABLED19 
INFORMAL CONSTRUCTION SECTOR GROSS OUTPUT, VALUE ADDED AND 
OFFICIAL FORMAL ECONOMY VALUE ADDED (GOT, 1991a:Table 3.1.1) 

eo.truction Total Informal 
No. of enterprises 116,496 1,801,543 
Annual Gross Output :4,577 486,869 
Annual Value Added :0,864 183,418 
Official Formal economy value addes "2,519 952,018 

TABLED20 
INFORMAL CONSTRUCTION SECTOR GROSS OUTPUT, CAPITAL 
AND 
GROSS OUTPUT PER UNIT OF INVESTMINT (GOT, 1991a:Table 3.2.3) 

Construction TotailDformai 
Gross Output (million Shs.) 14,577 486,869 
Total Capital (million Shs.) 1,316 55,880 
Gross output per unit of investment (shs.) 11 8.7 
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nInI 

1.037 

3,1" 

1,782 

U04 

930 

11.607 

1,248 

S,II6 

6,220 

B6,S94 

U'-"" 



TABLED21 
INFORMAL CONSTRUCTION SECTOR - VALUE ADDED, CAPITAL AND 
VALUE ADDED PER UNIT OF INVESTMENT (GOT, 1991a:Table 3.2.4) 

CODstnadioD Total Informal 
Total value added (sits. Million) 10,864 183,417 
Total Capital (million Sm.) 1,316 55,880 
Value added per writ of investment 8.3 
I(sm.) 

TABLED22 
INFORMAL CONSTRUCTION SECTOR - CAPITAL 
FORMATION 
(GOT, 1991a:Table 3.3) 

3.3 

Construction Total Informal 
Capital formation (shs. "000") 186,280 5,721,982 

TABLED23 
INFORMAL CONSTRUCTION SECTOR - SUPPLIERS OF RAW 
MATERIALS 
(GOT, 1991a:TableENT 35) 

D'SalaaDl Otberurban 
Individuals 4,484 9,118 
Small enterprises 1,239 990 
Large enterprises 775 769 
Govenunentlpamstatals 264 104 
Other 34 -
No raw materials 3,966 7,155 

10,762 18,136 

TABLED24 
INFORMAL CONSTRUCTION SECTOR - MAJOR CUSTOMERS 
(GOT, 1991a:Table 37) 

Major customen Geograpbie area 
D'Salaam Otberurban 

Individuals 10,282 17,335 
Small enterprises 60 9 
Large enterprises 247 394 
Govenunentlparastatals 38 398 
Other 135 -
Not stated - -
Total 10,762 18,136 
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Rural 
38,619 
4,964 
2,661 
454 

1,654 
39,264 
87,616 

Rural 
78,594 

551 
738 

3,052 
3,798 
865 

87,598 

Total 
52,221 
7,193 
4,205 
822 

1,688 
50,385 
116,514 

Total 

106,211 
620 
1,379 
3,488 
3,933 
865 

116,496 



TABLED25 
INFORMAL CONSTRUCTION SEcrOR- AVERAGE ANNUAL INPUTS, 
REVENUE AND PROFITS 

(GOT, 1991a:Table ENT 31, 32 & 33) 

D'SaJaam Other Urban 
Inputs 258,000 73,000 

Revenue 482,000 228,000 
Profits 224,000 155,000 
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Appendix 6.2 

Data on informal construction sector as summarised from 
the Dar-es-Salaam Informal Sector Survey of 1995 (GOT, 1995) 

TABLEEI 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- OWNERSHIP (GOT, 1995:Table A8) 

Type of ownership Total 
Fonnerly registered co-op 57 

Another co-op 138 

Sole ownership 14,711 

Partinership I unincorporated 103 

TOTAL 14,906 

TABLEE2 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- BUSINESS REGISTRATION (GOT, 1995:Table A 7) 

Business status Total 
No Licence 14,566 

Trade Licence 323 

Licence with certificate of registration 119 

TOTAL 15,008 

TABLEE3 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
AGE OF ENTERPRISES (GOT, 1995:Table AS) 

Age (years) Number of enterprises 
Male Female Total 

0- 1 month 113 - 113 

1 - 3 months 33 - 33 
3 - 6 months 161 - 161 

6 - 12months 484 - 484 
1- 2 years 943 - 943 

2- 3 years 1,487 283 1,770 

3- 4years 1,278 - 1,278 

4- 5 years 1,088 - 1,088 

5- 10 years 
0 3,677 194 3,871 

+ 10 years 5,129 103 5,232 

Not stated 38 - 38 

TOTAL 14,431 580 15,011 
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TABLEE4 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- INITIAL CAPITAL (GOT, 1995:Table A6) 

Initial capital Number of enterprises 
Male Female Total 

1,000 - 4,000 565 · 565 

5,000 • 9,000 4,815 140 4,955 

to,ooo - 14,000 2,476 · 2,476 

15,000 - 19,000 95 · 95 

20,000 - 24,000 760 150 9to 

25,000 - 49,000 657 · 657 

50,000 - 99,000 391 54 445 
+100,000 484 · 484 

Not stated - · . 
TOTAL 10,243 344 10,587 

TABLEE5 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- MAIN PROBLEMS OF BUSINESS OPERATION (GOT, 1995:Table Fl) 

PROBLEMS Total PROBLEMS (cont'd) 

Lack of investment capital 4,935 High competition 
Lack of working capital 6,603 High cost/lackl poor quality of raw 

materials 
Lacklhigh cost of finacing 2,957 Inadequate own skill 
Problem of premises 1,838 High salaryllack of skilled workers 
Poor infrastructureIutilities 805 Other problems with workers 
Transport 750 High taxes " H<:en<:e fees 
Lack of information on new 1,003 Dif6.culty to comply with regulation 
technologies 
High cost of machinery and 1,907 Abuse of regulations by officials 
~pment 
Lack of machinery and equipment 1,140 Land occupancy/expulsion 
Lacklbigh cost of spares 1,642 Exortionlprote payments 
Lack of customers 5,717 TheftJviolen<:e 
Low profit 3,265 Claim of income by familiy members 
Bad pay by customers 2,190 Lack of time or mobility 
Rejection of products 1,338 Other problems 

TOTAL 

340 

TOTAL 

3,560 
1,042 

822 
153 
210 
255 

I 296 

341 

445 
210 
124 
509 
523 
266 

44,846 



TABLEE6 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- SOURCE OF RAW MATERIALS (OOT, 1995:Table Cl) 

Source of raw materials Total 

Govemmentagency 203 
Large shop 376 
Customer/contractor 305 
Small shops 895 
Fanners 120 
Not stated 17,604 
TOTAL 19,503 

TABLEE7 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- CUSTOMERS (OOT, 1995:Table C3) 

Customen Total 
Private individuals 14,955 
Small business men 8,173 
Middle man, agents -
Large shops 123 
IGovt agencies -
Not stated -
TABLEE8 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- MAIN MOTIVE FOR ESTABLISHING THE BUSINESS (GOT, I 995:Table AI) 

MAIN MOTIVE Total 
Male Female Total 

Can't find other worlc 5,117 70 5,187 
Released from other work 1,691 124 1,815 
Retirement 752 ISO 902 
Familly needs additional income 2,298 - 2,298 
Business provides good income 904 235 1,139 
No much capital required 504 - 504 
Keep production cost low 93 - 93 
Can do away with legal constraints 33 - 33 
Wants to be independent 624 - 624 
Can choose hours/place of work 223 - 223 

business with household 140 - 140 
Traditional line of business 410 - 410 
Other reason 1,607 - 1,607 
Not stated 33 - 33 
TOTAL 15,008 
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TABLEE9 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- BUSINESS LOCATION (GOT, 1995:Table Al) 

LocatioD Total 
Male Female Total 

Within own home 870 54 924 
Structure attached to house - - -
Permanent building other than 132 · 132 
home 
Fixed stalJIjiosklmarket - - -
Vehicle, cart, tempOraty structure 69 - 69 
Street 183 - 183 
Other temporary structure 561 - 561 
CoDstruction sites 3,365 140 3,505 
Customers/employee house 937 - 937 
No fixed location 8,312 386 8,698 
TOTAL 14.429 580 15.009 

TABLEEI0 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- GROSS OUTPUT LAST YEAR (GOT, 1995:Table B2) 

Gross output Total 
Male Female Total 

Less than 50,000 25 · 25 
50,000-99,999 454 · 454 
100,000-199,999 1,672 70 1,742 
200,000-299,999 1,574 70 1,644 
300,000-499,999 3,119 124 3,243 
Above 500,000 7,350 316 7,666 
Not stated 235 0 235 
TOTAL 14.429 580 15.009 

TABLE Ell 
INFORMAL CONSTRUCTION SECTOR ENTERPRISES 
- VALUE ADDED LAST YEAR (GOT, 1995:Table B4) 

Value added Total 
Male Female Total 

Less than 50,000 1,237 - 1,237 
50,000-99,999 836 70 906 
100,000-199,999 1,262 70 1,332 
200,000-299,999 1,733 70 1,803 
300,000-499,999 3,032 54 3,086 
Above 500,000 6,329 316 6,645 
Not stated 0 0 -
TOTAL 14,429 580 15.809 
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TABLEE12 
INFORMAL CONSTRUcnON SECTOR ENTERPRISES 
- OPERATING SURPLUS LAST YEAR (GOT, 1995:Table B6) 

Operatine surplus Total 
Male Female Total 

Less than 50,000 1,383 70 1,453 
50,000-99,999 806 70 876 
100,000-199,999 1,351 - 1,351 
200,000-299,999 1,759 70 1,829 
300,000-499,999 2,884 204 3,088 
Above 500,000 6,246 165 6,411 
Not stated ° ° -
TOTAL 14,429 579 15,008 
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Appendix 6.3 

Contribution of rural-own construction to the constIUCtion indusby 
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Appendix 9.1 
S~ple contraCt clause to be usee! for subcontracting to trade subcontractors 

The Contractor with the exception of their own directly employed workers shall 
engage only aDS's CWOt registered contractors or Slots (Singapore List of Trade 
Subcontractors) in the following registration heads or trades ;-

A Ci viI and Structural 

1. Formwork 
2. Metal forms worker (Erecror) 
3. R.eL.,.,rorc:ement fixer/steel bender 
4. Si:rUctuhr Steelworker 

6 Archi~ and. Fmishing 

1. Brlc.\dayer 
2. roiner 
3. Painter 
4. Plasterer 
S. Roofer 
O. ruer 

. . 

The Contractor shall submit to Director (Manpower Development Division) of 
ODB, c./o Head of Work Permit Section and SO, a list of trade subcontractoIs at 
the· commencement of the project. 'He ,hall also maintain and update this list 
using the a.ttac:hei:i form and forward the Am.e to the above &aid.. 

Two wee.ks befotethe c:::ommence:r:nt of each relevant trade, the Contractor shall 
submit to aDB the Slota or CIDB certifia.te of the trade subcontractor engaged. 

The Contractor ahaIl be responSible for any eventual deJ.ay in the progress of the 
works owing to his failure to ensure the required on-time registration of his " 
subcontri.ctors and no extension of time shall be granted on the account of suc.~ 
delays. 

Appropriate action will be taken by CIDS should the Contra.ctor fail to comply 
with the requirements of this clause. 

345 



CONTItAcrOR'S OSCLAR;.. liON· L£ST OF1'lt.AD6 SU6CON'TitACTOR 

Name I CPF II/c no'l Sl.OiS or I nuoE Of I ?trlcc1 
__ ----------~----~~C~D~B~~~n~~-w~~===d~I~~=~~O=at~e~I~~~Oa~te~1----__ lZ 

I i I ! I I 

: 

.--;, 

• 

I 

l-

Submitted'Sy 

Name 

OaiJNt'ion 

Company's Stamp: 
. SigNturt 

(?M 6.: Move) 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I -, 
I 

I I 
j I 
I I 
I I 

I 
I 
I 

I I 
I 
I 
I 
I 

I I 
I I 

I 
I I 

I 
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I I 
I I 
I 1 
I f 

J 
I I I 

.J. 
I I I 

I I 
I I I 

I I 
I I 
I I 

I I I 
. I I I 

I I 1 
i I 
I I 

I I I 
I I I 
I I I 
I I I. 

I I 




