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CHAPTER I

MEASURES FOR ENHANCING HUMAN RESOURCES PRODUCTIVITY

The Meening of Human Resources Productivity

labour, 28 an cconomic concept, can be defined as the total
requirement in mental, physical. effort to produce an output within
a given period of time. It denotes the humen input into productive
economic activities and implies the knowledge, skills, attitudes,
physical and managerial effort required to menipulate ecapitael,
technology, land, etc. to produce goods and services for human
consumption.

Productivity is a relative concept. Broadly defined, it means
the relationship between output and the +total input of factors
necessary to produce that output. It implies the existence of a-
production norm given certain production conditions. One may measure
productivity by averaging the productivities of all factor inputs,
or by determining marginal productivity which entails measuring
the chenge in output that is occasioned by the addition of one unit
of input to production.

A number of factors determine productivity levels: management
and supervision; plant, equipment and materials available to labour;
workers' attitude to work; skill levels; working environment and
conditions; worker's health; income levels; climatic and geographical
factors; government fiscal and other policies, etc. These are factors
that are extraneous to work 1tself, and which are difficult to
contrel. Subjective variables that affect worker productivity are
those which lend themselves to manipulation i.e. skill levels,
management practices, health conditions, ete.

The Current Economic, Employment and Productivity Situation

In African economies, labour force distribution among the
economic sectors tends to coincide with the distribution of population
between the rwral/agricultural snd the formel/wage  sectors.
Approximately 85% of the African population resides in rural areas
and a corresponding percentage of the labour force operates in
subsistence/agricultural activities.

v 3. . .
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filthough open unemployment in  the rural/agricultural sector
is insignificant, there exists in that secctor, large pockets of
undercmployment. The  underemployed arc  those who 'for various
personality. hezlth or technical reasons are unahle to produce 1o
the optimum i.z. wvorkers with low productivity. In rural aroens,
the most common form of undercmployment is vhat is referred to as
“visible" underemployment: vorkers spend mere timé than’is:desirable
in Zeisure or non~cconomiczlly productive asctivities. lost of the
underemployed include workers whose produciion activities require
less than forty nours of thoir lhbour per week. A good number of
agricultural workers, zre alsc in Mdisguised” unempioyment., This:
means that they would he ,veruﬁrﬁﬂ openly unemploved shoul€ simple
and mores efficient methods of produbt1on be introduced. At presers,
rural wnderemployment is estimotdd to affact over W@ mllllon workcrs.

»In the formal/wage sector, undercmployment is estimated to
affect: more than 30 million workers. Tiieste include the victims
of overmanning and the potentially redundant workers who would become
openly unemployed if sisple chonges in mnegczint or work practices
were. made. In addition to those g¢. numbers  of undéremployed
worliirs, thore. existe in formnl Wage 1 hour markets in Afriza. some
30 million “openly uncmploysd persons i.e. those willing 2nd able
Lo work, who are zetively seeking work but without sUCcess. ?

All indicationg point to o detc erioration of the human resources
utilization situation in Africa. ﬂg“‘UrLa ~and s+rmtcbics s have to
be evolved  wo  tackle the preblem of OneEn "ﬂﬂmplovmoﬂt “and Lot
significantly veduce the iacidonce of unucPLmPLijLnLe First among™
these is government fiscal incentives to stir thk uconomy;‘ inviedtment
policies to create effective dempnd’ for 1abour: educational -and °
training - programmes that. would build up Juleb; and the ;mprovcmenﬁ
of management practices., v '

Fiscal Measures for Frhancing Humcn Resources Productivity

H
P ey,
- N ¥ -,

- Government's formuir-ien of fisenl policies to ~ffect worker productivity

positively, dopwends on the wconomic sector %o <wthich these policies
are directed. For cxample, the"types of incentivesz. which would
affec“' wage employvees would Jdiffer Trom those which would have an
impact among workers in small-holder agriculture, subsistence farming
or famiiy—owned establishnments in ths infomal sector.

The greatesw incentive %o worker productivity is an increase
in income and earaings providsed through wige remuneration. In faet,
in industrialized cconcmies, the wage index is one important indicator
of productivity levels. /lthough that measure of productivity cannot
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be spplied in toto in africsn cconomies, it should not be dismissed
outright. nage and salary levels in situntions where it Is difficult
te mensure how they mey be ‘a function of productivity, shoud e
seen ns on dnceniive to mouivate worcers towards higher productivity.
Remuneration through wages and snlarics should, for African economies,
act as input indicotors mord tion cutput indicators of productivity.

It is important, however, for minimui wage laws as they relate
to productiviiy " suhancement, o be  examined eritically. Tecause
their outcomcs  could be counter—productive. It has been argued
that in situations where unemploymeirt has been found to be demand
- deficient, wminigum w2ge legislation might even exacerbate the
problems since, unless there is an incrcase in labour's marginal
productivity in the short run, it would have n neghtive imprct on
profits and induce cmployers to reduce the size of labour's input
to production, . therehy increasing unemployment and lower rates of
productivity ithin the cconmomy. Such an cventuality can be aveoided
by applying wage rate subgidies to cmployers. SO that the latter's
income derived from labour would noit be decreased, the impact on
output would not be negniive and incentives to motive workers would
not diminish.

Minipum wage increases might olso result in a depressed demond
for lahour especially if they osccwr in conditions where productivity
is stagnant or declining: since the minimum wage is applied to
low-skilled workers, 1i.e. low-productivity labour, increasing the
price of that labour will only discourage employors from being vwilling
to pay for it, unless there are increagses in cutput that significantly
offset the wage increases. Lay-offs would follow and youths would
he the first victims. ' ' '

iLnother argument ngainst minimws wage 1ncreascs is the one
that sces wage rodtes inp Africen coonomics as being already too high
vig-s-vis nationnl per=-capita  incomes. inciuding  incomes of
snubsistence/agricultur:l vorkers. Morecver incrensing minimum Wages,
tends to have very litile impact on real incomes, since, more often
than not, conswaer prices ige corresponcingly, 1ii nrof higher to
erode the inereasc. Thus wage and price distortions result. '

Tn addition to wages, fringe benefits ol1so form part of the
range of incentives provided o wvorkers. Fringe benefits do not
entall current money payments to workers, tut cenn include anything
paid by the cmployer for +the benefit of the employee. This might
range from investmeuts 1n A vorkers' cofeteria. to transportation
freilities and even benefits required by lew, 1. social security,
olid-age pension, ote, liost expenditures for the provision of fringe
benefits are tax—excmpt. Tax coasiderntions, therefore, in most
cases, account for gcnerous  frinze benefits. In addition, they
encourage good workers and those or whom investments have been made
through training to work more conscicntiously and cfficiently.
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Improving the Management of Humarn Resources

Efficiency in human resources management determines efficiency
in productivity. It is, therefore. important for managers of the
workforce to be carefully selected so that they arc able to bring
te the production process, all the skills nccessary to make them
bring out the best from the workforce. This requires that human
resources managers be equipped with the skills necessary to be
effective in planning, in procuring and applying effectively, material
inputs to production, in plaming work and in supervising =and
monitoring workers and in motivating them towards high productivity.

These skills must be shown ot the initial stage of recruitment,
which simply implies the selection of the best material among a
range of available materials. Any mistakes at this initial stage
of management would obviously affect the skills input to production
in a negative way. After having selected the group of people with
the appropriate skills, knowledge, aptitudes and experience +to
undertake production, the manager must be sure that he makes available
to them the relevant inputs and support services that would facilitate
the production process and yield high quality outputs. Here choice
of production eguipment and tools, transport and communications
systems, and the arrangement transport and communications systens,
and the arrangement of the physical working environment all become
extremely important in the wanagement function. Supervision, the
really operational clement in mancogement, follows. Tt is at this
level that the interplay of available factors of production are
monitored and made to interact towards higher levels of productivity.
The lire manager is the prime agent in this. It becomes his Jjob
to bring out the best in his workforce by helping to sharpen their
skills on the job through training, by encouraging self-development
for greater work cfficiency, by motivating his team so that they
become more productive and more officient, and by clearing obstacles
that depress productivity levels.

These attributes of monagement can be instilled into managers
through education and +raining. It 1is, therefore, important for
Africana govermments to raise menagement skill levels so that they
contribute much more to raising human resources efficiency within
the continent. Management training programmes should be incressed
and strengthened, and more efforts are required to adopt management
theory so that it fits production realities in African countries.

Education and Training of the African Workforce

The education and training system determines to a large measure,
the skills composition of the workforce within an economy. Where
this system inculcates skills and knowledge that are irrelevant
to the needs of employers, they would, naturally contribute to
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unemployment, underemployment and low levels of productivity. In
quantitstive terms the number of workers with high levels of skill
also determine the potential aggregate productivity of human resources
within an economy.

In Africa, this is an area that requircs great attention because
of the low skill levels prevailing and the high job/skills mismatches
which are prevalent in African countries. These mismatches are
normally corrected through training on the job or in formal training
institutions. Opportunities for providing such services to Africa’s
workforce are still inadequate. JFacilities rfor providing formal
traimng in institutions within the region are Iinadequate, and
employers are reluctant to spend production time and resources in
providing training on the job.

A numher of measures should be directed at improving the delivery
capacity of African educational and training systems. Curricula
and course offerings need to be streamlined with the socio-economic
development needs and priorities of African countries, education
and training opportunities should be made available to a larger
proportion of the workforce. Systematic training of the present
workforce should be seen as a policy that is essential to the
maintenance, if not the improvement of the levels of productivity
within the economy. And co-operation between African Governments
and educational and training institutions can only strengthen the
region's capabilities to deliver this vital service in human resources
developnment.

Institutional Support

To be successful in implementing policies and programmes,
effective institutions need to be put in place. All African countries
have a structurce for providing instituticnel support to programme
and policy implementation: ministries of labour and of planning
have, traditionally been responsible for Iimplementing government
employment and human resources utilization policies. However, in
recent yeors, ministries of manpower have been created in a number
of countries in recognition of the importance of human resources
in socio~cconomic development. Where full ministries do not exist
to monitor manpower planning and development, at least ministerial
departments, sections and units have been established within existing
ministries for that purpose.

These government institutions are responsible for collecting
data and information on manpower development and utilization with
a view to determining trends, emerging problems and other elements

requiring corrective measures. They also liaise with training
institutions and employers to agree on effective employment and
training policies. Another very important function of these

government institutions is to enforce government legislation on
manpovwer and omployment questions.
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- Conclusions

Human resources productivity decreases within African economies
have contributed to the very poor performance of African cconomies
in the 1last several years. Unemployment and underemployment have
been on the increase, with very 1little change of the situation
“improving in the vyears ahead, if present policies on emplyment
generation and productivity enhancement persist.

Measures should be evolved to address the situation by making
improvements in education and training in management of the workforce,
in employment planning. and in the conduct of studies on lebour and
employment. African governments have made efforts 1o improve the
situation in these areas, but much more needs to be done.

Above all, there is need for constant monitoring of developments
in the area of employment, which calls for an effective diagnostic
system to be put in place. Foliow-up on studies and research is
important, as is the need to coordinate the activities of all
government organs with inputs into the development and utilization
of human resources.
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POLICIES ARD PROGRAMMES FOR CREATING AMPLOYMENT
AKD RATSING INCOMES IN THE INFORMAL SECTOR IN TANZANIA
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POLICIES ATD PROCRAMMES FOR TRTATING EMPLOYMENT AND
RATSING IRCOMES IN THE INFORMAL SECTOR IN TANZANTA

N

I.  INTRODUCTIOK

A Conceptual Treatment of the Informal Sector

. The policies pursned by almost all the developing countries in
~he post-colonial peried tended to shift »internal terms-of trade in
favour of the urban and against the rural sectors.t/ As a result,
an illusion of high probability for income and employment opportunity
in uwrban areas emerged; and this triggered a dramatic rural-urban
migration-at rates above 10% in Tanzania during 1%67-87. Since new
urban job creation was insufficient to absorb the endogeneous growth
of labour in the cities, let alone the additional influx from the rural
areas, the result was & ceaseless rise in urban mass unemployment,
which proved tc be a major setback to development. A natural reaction
to the unsustainable rise in the dependency ratio for those who found
employment in the formal crban sector was a search for survival
algorithms outside formal employment--in what came to "be dubbed the
“snformal  sector". TFor a long time, at least up to the release of
the 1L0 Report on Kenya in 1872, the informal sector (also referred
to as the underground, parallel, unofficial, black, backyard or second
economy) was labelled as unproductive, a harbour of rogues and vagabonds,
and a ground for theft and fraud. A turn-around in this view was set
by tie ILO Report {22723, wvhich, basing on vhe findings in an earlier
Mission to Colomhia and Kenya, defined the informal sector activities
as a way of doing things characterized bhy:

{a) ease of entry,

{b) reliance on indigeneous resources,

{c) family ownership of enterprises,

(d). small-scale of cperationm,

(e} 1labour intensive and adapted technology,

(£) skills acquired cutside the formal school system, and
(g) unregulated and competitive markets (iLO 1972, p.6).

Implicit in the ILO definition of the informal sector are probably
the advantages, to thz nation, of the informal sector. These are:

1. . By providing jobs which require little real and human capital,
the sector makes a major contribution to the reduction of
the high youth unemployment figures.

1/ This 1is particularly true of the industrialization strategy and
its urban-bias pattern of distribution. similarly the case of
infrastructural growth (See, for example, Willie Okowa {1981) for account
on Nigeria's experience).
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2. Because i rhe poor oppertunities to enter the organized
money markets, own-savings (and those of families and friends)
corstitute the main source of financing, so that arguably
the informal sector induces the saving-investment process.

3. Nuerous informal maintenance and vepair establisbments recycle
old and discarded materials of industrial production, in other
words. . bhelp to save real capital, thereby resulting in a
betitar utilization of scarce resources.

4, The use of alternative materials and technologies, and
optimality in sizes of activities, allow the informal sector
to offer its products at relatively low prices. This 1is
reinforced by the insecurity and competitive pressure in
the sector, which add the narrowing of the price margins
of producers as well as to innovative meotive.

5. The dominance of labour-intensive and capital-saving
technolegies suggest that the informal sector is a foreign
exchange saver.

The foregoing characterization peint tc the fact that the tuformal
sector 1is an important empleyment and income generating sub-system
in developing economies. Kowever, in order to realize this potential,
measures-policies and programmes-supportive to the working of the sector
are pertinent. The definition of such measures has to be based on
extensive knowledge of the specific peculiarities and conditions of
the informal socter in eazh particular country. This paper seeks to
address the issue in the Tanzanian context.

11. THE TANZANIARW INFORMAI. SECTOR

Main Features of its Cperations

tudies of the Tanmzanian informal sector have revealed that informal
activities take place in all the three sectors of the economy -
agriculture, industry and services.2 In particular, informal activities
have included household work, barter exchange, other small scale
tnregistered operatioas cuchk as food vending, operating small kiosks,
small scale repair and maintenance services, construction,

2/ see Bagachwa (1990), ILO (1982) and Maliyamkono and Bagachwa (1990).
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transportation, furnituve making, shanty eating places, tailoring,
local beer brewing, hair braiding, shoe-shining. urban farming, urban
poultry and .animal husbandry. Tre basic characteristics of these
activities in Tanzania is that they escape government regulations and
fall beyond the reach of national accounts statistics save for a rough
estimate measure of subsistence activities included in the accounts,
but reflecting purely rural household and barter activities. It is
notevorthy that in rccent years, the informal sector has tended to
expand on accouni of a range of activities in the subsistence or survival
economy of the urban dwellers of all classes. Most of the activities
in the informal sectov represent legitimate survival strategies adopted
in the face of declining incomes and growing unemployment. Thus, in
the 1980s, with economic hardships increasingly felt by all, the extra
employment and incomes generated by informal activities had a stabilizing
effect. There are other factors that ascourted for the rapid growth
of the informal sector in the past decade. Among the more important
ones are: :

(i) Inadequate agricultural sector policies, 1including among
other things, poor producer incentives that were compounded
by declining real producer prices in the face of an overvalued
shilling exchange rate: as a consequence, agriculture failed
to provide attractive income opportunities o the growing
rural work force.

(ii) Deterioration of efficiency and productivity in the formal
sector exacerbated by foreign exchange scarcity and import
strangulation, leading to sharp decline in capacity utilization
in the =sector, which in turn entailed retrenchment of
employees.

(iii) Excessive and inefficient govermment vegulation causing costly
barriers to creation of enterprises along formal procedures,
thereby stifling formal etonomic activity.

(iv) Mere unimportant 1is probzbly the lack of transparency in
Government and Party policies {at least from 1967) about
the role of the private sector in economic development.
Private entrepreneurs have heen reluctant to register their
firms for fear of natiomalization or of Leing called anti-
socialist. Moreover, the Leadership Code which prohibited
high and middle income earners In the public sector from
pursuing secondary income generating activities seriously
undermined the chances of theose wvho had investment ambitions
to operate their businesses in the open economy. The problem
is that the '"leaders'" were the same people with high ratios
of dependents,. Creating jobs for these dependents meant
going underground.
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(v) The decline in real carn’ngs of the formal sector employees,
that followed the economic crisis from 1980,& was so
substantial that formal sector incomes could ne longer provide
the basis for minimum subsistence. As a result, formal sector
employees had te look for secondary sources of income, and
given the '"Leadership Ccde', rhe hest alternative was to
go informal.

Other activities that warrant classification under the Tanzanian
informal sector are Parallel market and black market activities.
According to Bagachwa (199C), parallel market activities involve illegal
production and trade of goods and services that are legal in themselves,
and therefore have an alternative legal! market. The evolution of the
parallel market in Tanzania was in response to excessive government
controls (on prices etc.) that created excess demands. The main
characteristic of the parallel market is :the drive towards amassing
illegitimately large profits by avoiding price directives, quota
restrictions, ratio coupons, or confinement of sale of certain
commodities to public monopolies. The parailel foreign exchange market
has been induced by the official exchange rate overvaluation coupled
vith foreign exchange rationing; excessively high import tariffs have
motivated wunder-inveicing of imports; import licensing restrictions
have promoted smuggling; product shortages have cause¢ queues and
diversion of poods fromw the official channe's “o the undareround,

As opposed to 'parallel' activities, ‘biack’ market activities
produce (or distributc) goods that arc illegal and forbidden by
govermmenft laws-sucl as nparcotics, arms and illegal transfers e.g.
thefts, frauds and bribes.

Locational Characteristics

The locational flexibkility of tne informal sector activities enables
thnem to be dispersed into the countrycide. This has helped to reduce
the magnitude of seasonal underemployment, as well as potential rural
and urban unemployment. The establishment of profitable industrial
productive activities in the countryside may induce further local savings
and investment. The income gains are potential asset in raducing rural-
urban income differentisals and the incentive to migrate into urban
areas, Given the low levels of techanical, social and économic
infrastructure requirements. the sector's activitiecs can economize
expenditure on utility services c.g. water and electricity, while coping
with the underdeveloped transport network and low levels of import
capacity and equipment aveilability characteristic of the Tanzanian
economy. '

3/ It is estimated that real wages in the formal sector dropped by
about 5% between 1979 and 1984,
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A study performed by a Consultant Team?/ revealed that of the
350 informal sector enterprises surveyed 83 per cent were carried out
in fixed 1location. Almost all (99.5 per cent) of the agricultural
and natural resources activities were performed in fixed locations,
followed by catering and culture (93.3 per cent), production and
maintenance (83.0 per cent); and trading (8l1.8 per cent). this finding
suggests that a large part of informal sector activities is not so
much 'hidden', but reachable by policy-makers, and may  therefore be
assisted with advice and infrastructural services.

The location of business 1is a costly affair since it requires
land, working premises, machinery and accessibility. Reports appearing
in the Tanzanian Daily Newspaper indicated that some of the informal
sector operators complained that the Dar es Salaam City Council {a
body responsible for allocating plots in the city) was not allocating
them prenises. The other problems are harassment by City and
Municipality Council officials and lack of operating capitslmé

~ According to a study by Bagachwa (1981} out of a total of 104
establishments - surveyed in the Arusha township the percentage
distribution and pattern of ownersh%? of building, plant and machinery
were as shown in the following Table.8/

Percentage Distribution of Owned and Unowned Premises (Buildings),
Plant and Machinery

: Industrial Premises & buildings Plant & machinery
. Category % owned % owned
I. Wood 80 91
I1. TFood 35 92
III. Textiles | 60 80
IV. Tourism o 62 94
V. Basic Industries 79 87
VI, Services ' 83 93
Source: Bagachwa M.S5.D. "The Urban Informal Enterprise sector in

Tanzania: A case study of Arusha Region" ERB Paper 81.4.

4/ Redeployment of Human Resources in Tanzania: "Report on the Informal
Sector: Constraints and Opportunities" March, 1989.

3/ Daily rews, April 4, 1990.

§/ See Bagachwa M.S.D. "The Informal Enterprise Sector in Tanzania:
A case of Arusha Region" ERB paper 8l.4.
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For obvious  financial, economic and cultural reasens, most of
the people engaged in the informal sector prefer doing their business
first, and above all, near the market and secondly, near their place
of domicile. It is probably implied that by their very small nature,
informal sector activities depend mainly on the producers' good-will
and locationmal advantages.

Gender Composition

Some studies have shown that informal sector activities in Tanzania
follow a specific gender pattern. According to the ILO Reportl/ out
of 529 enterprises surveyed 73.2 per cent were owned by married people
20.6 per cent singles, 3.4 per cent by divorcees, 1.7 per cent separated
couples and 1.1 per cent by widows. Married people desire to own
informal businesses to provide for self employment, employment for
formerly employed spouse, employmernt for children and other dependants,
and, to provide supplementary income.

Singles, either young and unmarried or old and solitary, because
of their lesser social rerponsibilities, do not engage themselves much
in the informal sector activities. It also happens that married persons
are financially more capable of raising initial capital than others,
have a great sense of survival and, on average, usually own residential
premises, where informal activities may be carried on.

In the rural areas, there is a heavy representation by spouses
in informal farming activities. In the Maliyamkono-Bagachwa Survey
(1990), uvp to 80% of the household heads whose primary occupation was
farming, 88% had spowses engaged in non-wage employment. In other
words, up to over 70% of the female population in areas covered by
the survey were not engaged in paid employmenthg

Form of Entry

In most instances entry into the informal system is facilitated
by those engaged in the {ormal sector. For example, accessibility
to the organized credit/banking system for some relatively small initial
working capital, and to premises or plots in the towns is often obtained
through the help of relatives and friends directly working, or with
good contacts, in the formal sector. The implication is that entrants
without formal contacts find it more difficult to initiate informal
activity, unless they have adequate prior savings.

7 10 - "Redeployment of Human Resources", Mavch 1989.

8/ The rural areas surveyed included Dar es Salaam, Tanga, Arusha,
Mwanza and Mbeya.
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The Maliyamkono-Bagachwa Survey of the sector in Tanzania also
found that business knowledge and education were not significant factors
for entry into the informal sector. The informal sector entrepreneurs
acquire business skills mostly through actual performance of the
business. Moreover, the survey evidenced the fact that the informal
sector is dominated by people with lower than secondary education.
This is because employment opportunities for them in the formal sector
are limited, They have 1little or no capital to engage in formal
activities and they are encouraged to wundertake informal sector
activities by the sheer need of survival. '

In the rural sector, entry into the informal activities was
. reinforced by inadequate producer price policies that made export/cash
crop production less attractive than the non-officially marketable
farm products--food crops, poultry and animal products. Thus, following
the economic crisis, which began in the second half of 1970s, some
peasants in the rural areas reacted, by changing both the composition
of output and sales destination of their marketable surpluses.
Especially due to Tanzanian shilling overvaluation from 1979, producer
prices for export crops got markedly depressed resulting in substantial
income transfers from cash crop producers. This led to farmers shifting
from export crops to food production which offered relatively higher.
returns.

Some farmers after seeing their agricultural incomes shrinking

responded by seeking part time employment in non-farm activities. In
some instances this meant a revival of traditional skills in the informal
sector. In wurban residents engaged in sideline activities in the

informal sector, including, for example, animal husbandry (especially
dairy cattle), poultry and piggery.

The Size: Estimates

Available studies of the Tanzanian informal sector show that there
are no consistent estimates of the overall size and growth of the
informal sector. 1Indeed, even the methodology for estimating the. size
of the sector leaves a lot to be desired.

One approach to measuring the size of the informal sector has
been to rely on monetary statistics to establish discrepancy between
currency normally needed and that which is actually observed in the
monetary system. The basic premise of this approach is that in order
to avoid Government detection, all informal sector activities -avoid
use of cheques and rely only on currency for transactions. Therefore,
relative changes in currency holdings are interpreted as reflécting ‘
volume movements in the informal sector activities. The advantages
of this method is that it permits the computation of a time series
of the informal activities, '
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Following this approach, Maliyamkono and Bagachwa (1990) estimated
the size of the second economy in Tanzania as presented in Table 1
for the period 1977-88,

Table 1: Estimated Size of the Infofmal Sector in Tanzania

Official GDP Informal Sector Informal Sector

Year at factor cost GDP GDP as percentage
(Mill. Tshs.) (Mill. Tshs.) of official GDP

1975 ' 16,988 - 1,116.9 6.6

1976 22,620 644,0 2.8

1977 16,105 - -

1978 ' 28,430 . 2,779.9 3.8

1979 32,452 6,842.0 21.1

1980 38,667 ; 9,262.3 24,2

1981 45,193 12,308.3 27.2

1982 54,193 15,483.5 28,2

1983 60,702 13,354.4 22.0

1984 74,608 18,989.0 25.4

1985 97,767 28,211.6 28.8

1986 131,346 41,187.2 31.4

1987 192,969 _ 34,730 30.9

1988 290,667 33,698 ‘ 21.9

Source: Maliyamkono, T.L. and Bagachwa, M.S5.D. "The Second Economy

in Tanzania" EAS 1990 p. 144, Estimates for 1986-88 were made

by author,

From the Table, it is evident that during the time of the economic
slowdown from the late 1970s and early 1980s the informal sector
activities picked up rapidly reaching 31.4% of the official GDP in
1986, being a reflection of attempts by individuals to alleviate economic
hardships by seeking secondary incomé outside the formal economy,
Following the adoption of the ERP in 1986 the relative size of the
informal sector has taken a downward trend.

However, the estimates based on the "currency" approach should
be interpreted with great caution because the assumption that
transactions in the informal sector are strictly paid for in currency
alone introduces a downward bias in the results. Secondly, the approach
does not impute values for transactions involving barter exchange.
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The second approach in estimating the size of the informal sector
is known as the income-expenditure discrepancy approach. This approach
compares national accounts estimates of income sources and expenditure
outlafg"‘at the macro level. Alternatively, a micro-level approach
can be used to assess the income-expenditure discrepancy of particular
individual households or groups. Taking a reasonably large group the
results can be extrapolated to constitute an estimate of the informal
sector.

Liowever, it has been difficult to use this apprecach in estimating
the size of the informal sector im Tanzania. This is mainly due to
iack of actual figures for private final consumption expenditure. Even
2f this figure wass available there are still two major shortcomings:
there are bound to be errors in both the income and expenditure
aggregates which arise from misreporting of factor incomes, and secondly,
errors may arise due to differences in time and statistical coverage.

It is also possible to estimate the size of the informal sector
by the number of employees in it. One way of doing so, for urban areas,
is to follow the following procedure: :

(i) Estimate, from the population census data, the number of
people in the werking age group--i.e. establish the potential
labour force;

(ii) Estimate, from the published Survey of Employment and Eérnings,
the number of registered employees (formal employment);

(ii1)  The difference between the work-force and registered employment
gives a guestimate of informal employment.

Uéing the approach outlined above we derive the following for
Dar es Salaam (1988 figures).

Total Population in Dar es Salaam = 1,360,850
of which: _ :
Total workforce o= 454,796
Registered Employment = - 206,893
Unregistered emplcoyment: = :
(informal sector employment) = 247,903

Thus, in 1988 about 54.5% of total labour force in Dar es Salaam
was employed in informal sector activities. This ¢ollaborates the
estimates of informal sector GDP, when account is taken of the fact
that labour productivity in the informal sector is probably lower than
in the formal sector. ‘ '
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According to some studies, most of developing countries are
characterized by a rapidly growing population and labour force. While
much of this labour force will be absorbed in traditional agriculture,
it is clear that an increasing amount of labour will seek employment
in non-farm activities--roughly twe out of every three job seekers
over the next 25 years.gf Some of these jobs may be found in villages
and small towns closely linked to agriculture but a groving number,
however, will have to be found in the informal sector both in large
towne ard cities. This arises from the fact that in urban areas, the
growtn rate of industrial employment generally lags behind the growth
of lahour force.

According to one study by ILO,E&V‘it was found that in 1986 wage
employment in Tanzaula was estimated to be 7B4,868. This was about
5 per cent of the total labour force and for the period 1975-1986 the
annual growth rate of the labour force was estimated to be 4.2 per
cent. After 1986 the labour force was estimated to grow by a small
margin while population growth was estimated at 3 per cent. This
indicates that the formal sector will be unable to generate wage
employment to match the population growth. The informal sector,
therefore, is implicitly the only source for providing opportunities
for employment and income generation. This would, however, require
that the Govermment provide the necessary catalytic actions.

Problems Facing the Informal Sector

Presently, the informal sector faces problems and constraints
which restrict its effectiveness in job creation. Broadly, the major
problems and constraints include: regulatory constraints particularly
in terms of licencing procedures, lack cf adequate managerial capacity,
lack of working capital and accessibility to institutional credit,
inadequate supportive infrastructure, scarce inputs, limited relevant
skills, the weak marketing support the sector receives from the
Government and relevant agencies and, above all, absence of policy
commitment on the part of the government. It ie highly desirable that
policy decisions that can alleviate these problems and ease the
constrzints are taken to make it easy for the informal sector to grow
while facilitating the maximum exploitation of the employment and income
generating potentials of the sector.

9/ "Employment and Development of Small Enterprises" Sectoral Policy
Paper, World Bank, ¥Feb. 1978,

10/ 110 "Jobs and Skills Programmes for Afriéa", Addis Ababa, 1987,



ECL/PESD/HRE/9C[6.2(1)(d) ]
Page 10

According to the study condLcted under the Government /UNDP project
on Redemployment of Human Rescurces in Tanzania, the informal sector
is identified as being a dynamic sector able to gencrate employment
and income for a large section of population. The study revealed a
comprehensive set of problems that face the informal sector: constraints
that 1limit the sector's capacity to offer opportunities for wviable
economic activities outside formal system.

The study confirmed  the suffering experienced from a series of
discriminatory practices in the economic, financial and legal spheres
which hinder the informal sector's growth. The informal sector
activities are often blacklisted by the government and local authorities
for reasons oi public health, security and working conditioms.

The findings of the ILG/UNDP project are supported by a survey

of problems faced by the informal sector in Arusha Region by Bagachwa
(1981). These are summarized in Table 2

Table 2: Problems of the Informal Sector: 4 Case Study of Arusha

Region
Percentage of Firms Affected
industrial " & n .
Category » ? er rfnpuﬁ ack of Competlt}on Managerial
Utilization Supply Fi . and Market Probl
of Capacity Problems nance Frcblem roblems
1. Wood g 40 30 20 15
I1. Food 95 60 42 10 C20
I11. Textiles e 51 40 41 a
IV. Tourism 97 18 20 25 7
V. Basic
Industries 56 7% 31 30 5
VI. Services 87 29 25 5 2
Average
Percentage 93.5 44,6 3.3 21.8 9.5 -
No. of
establishment 70 o2 95 100 99
which responded
Source: Bagachwa M.8.D. "The Urban Informal ZEnterprise gector in

Tanzania: A case scudy of Arusha Region” ERB Paper 8l.4
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According to Table 2, »gecing on a Survey of about 100 entities,
underutilization of capacity averaged 93.5% due largeiy to input supply
constraints, follcwed by problems of raising {inance, then marketing
and finally, managerial nroblems.

Several of the informal sector food wvending activities surveyed
in Dar es Salaam were found to be operating from street pavements“ll/
This lccational status was found to have the fullowing repercussions:

- All of these '"restaurants" so-called ‘mama-ntilies' block the
free flow of pedestrians. Most times people are forced to keep
dodging them or have to walk right on the streets, which is
dangerous givern the recklessness of driving.

- These "restaurants” are unhygenic. They have no easy access to
water so that sometimes the litfle water they have might even
have come from ponds. Further, the people serving in such

restaurants do not seriously care about self--leanliness.

- These "restaurants" are ore of the main contributorz to the ever
rising mounds of uncolliected Tubbish pracing the streets.

- It has been alleged that some food served in these ‘“resraurants"
is stolen or even condemned for human consumption.

- These restaurants do nor observe labour laws. Salaries are paid
according to the whim of the owner; c¢hild labour is very commen
and some even work very long hours.

Due to these repercussions, the informal activities involving
food vending have periodically facec harassments from the Government
officials. In such circumstances, the survey suggests, there 1is a
need to look for solutionms that will sarisfv town planning ané land
use, city council by-laws, oifice workers in need of cheap food and

gainful employment for the operators. TFirst of ail it is suggesterl
that the City Council designate appropriate places where such operators
can carry out their businesses. Secondly, both water and electricity

should be provided in such places adequately.

Another study conducted by consultants on hehalf of the Government
in 198912/ showed that out of a sample of 52% types of activities
surveyed, about 62.% per cent of all activities were financed by owner
savings, whereas borrowed funds contributed only 23.6 per cent. Most

12/ "Redeployment of Human Resources'...op.cit.

Sl S A B A+
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of the bhorrowed funds again came from friends followed by loans from
money lenders (1.5 per cent) and banks (1.3 per cent). This reflects
the difficulty these enterpremeurs face in getting monéy from financial
institutions, thus presenting a major constraint to the would be entrants
untess there are deliberate efforts to reformulate existing ecredit
and financial policies to accomodate low income entrants in the informal
sector. ‘ :

According to the same study, lack of technical know how was found
to be one of the problems adversely affecting the smooth running of
the enterprises in the informal sector. Majority of individuals acquited
whatever skills they had through '"self-taught" method, whereds only
3.8 and 2.3 per cent respectively acquired their knowldege through
schooling and apprenticeship. This is an indication of lack of
systematic development of technical as well as managerial skills. lack
of managerial skills has had several implications for the performance
of informal sector activities. For example, an article appearing in
the Tanzanian Daily MNewspaper described the difficulties an apprentice
encountered when making "local” car bushes due to lack of enough skills.
At first he had difficulty in making a smooth round hole.13/

Although lack of capital and skills is comspicvous in the informal
sector, there is one hidden factor which can not be adequately explained.
This latent, albeit effective, constraint is--as mentioned ecarlier-
~the lack of a defined policy governing the informal sector. In the
first instance, the informal sector has no public recognition as an
important sector in the economy. People engaged in the informal sector
activities are frequently subjected teo harassment and criminal treatment.
Contrary to this, the informal sector has been very instrumental 1in
servicing the population with the necessary and basic needs during
the ecomomic crisis, and even after trade liberalization. 1In particular,
by mitigating the negative effects of foreign exchange shortages and
by providing goods and services at affordable prices against the highly
inflated prices of imported goods, the informal sector has cushioned
especially the low income earners in the adjustment fatigue of the
ERP.

Kotwithstanding all problems and constraints limiting it, the
informal sector has the potential capacity to provide viable economic
opportunities, what is important is for the Government to create a
conducive economic environment that will facilitate optimal exploitation
of the sector's opportunities,.

13/ paily News, April 4, 1990.
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Government Policies on the Informal Sector

Whereas public authorities have concentrated on the development
of large, medium and small scale formal (registered) industries, the
informal sector developed without the active encouragement of the public
authorities, Yet it is this informal sector that frequently provides
products which substitute for the output of the formal sector and which,
because of their lower cost of production and location, are more suited
to the needs of the less affluent segments forming the majority of
the population.

It is only recently that the informal sector has attracted the
concern of government authorities. Thus, for instance, the President
on a recent tour of the Dar es Salazam Small Industries Cooperative
Society (DASICO) (in December, 1989), hailed the role of this sector,
which he said '"generated income for those engaged in it, increased
the supply of goods on the market and created employment for youths."
At least 500,000 Tanzanian youths finish primary education every year.
The opportunities for post-secondary education are limited and
agriculture and the informal sector provide employment for most of
them.

In line with the change in attitude of the authorities towards
the 1informal sector, recently a fund known as the Entrepreneurs
Development Fund (EDF) was launched to provide interest free 1loans
to informal sector entrepreneurs who are unable to obtain bank loans
under the present conditions. Three prominent businessmen (Mr. Reginald
Mengi the Fund Chairman, Mr. Jeetu Patel and Dr. Alex Khalid) contributed
a total of Tsh. 30 million forming the Fund's seed money. President
Ali Hassan Mwinyi, who launched the Fund, donated Tshs. 300,000.

The EDF is intended to meet the following objectives:

(a) assist people who are capable of starting small business in the
informal sector btut who cannot obtain loans from banks. These
will be provided with necessary capital or tools and equipment.

(b) assist on-going small entrepreneurs who have failed to contipue
due to financial constraints.

(c) finance training and counselling to small entrepreneurs in
management skills.

The Fund is a non-profit making organisation, intended to offer
financial services on very flexible terms. The terms of the financial
agssistance offered are in the form of interest free revolving loans.
A small charge is levied to cover administrative costs.
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The foregoing is, but an unsystematic approach to a sector that
is so crucial in the employment and income generation for a large section
of the Tanzanian population., It is unsystematic mainly because the
Government has been overtaken in response by the private sector itself.

It is the failure, in the past, by the govermment to recognize
the 'power' of the informal sector that attempts have been made by
policy to round-up job seekers in towns and transport them under escort
to their home villages, but all in vain. Since no proper arrangements
are made to deploy them, or enable them to engage in income generating
activities, those same individuals return to the same urban areas where
they continue to '"loiter." The informal sector may effectively absorb
these individuals if attempts are made by the Government to chart out
the logistics of how such an absorption is supposed to take place.
Such a programme can be charted only where there have been efforts
by the Govermment to collect information about the sector. In Tanzania
the informal sector contribution to the performance of the economy
has not been systematically examined. As a result there is very little
information on the nature, characteristics and potential of the informal
sector.

Systematic examination of the potentials of the informal sector
will fac111tate the exploitation and maximum utilization of the informal
sector as one of the effective means of addressing the general problem
of unemployment in Tanzania. In this context, and for the sake of
policy analysis, it. is instructive to institute policy reform. There
are two important comsiderations here: policy and institutional reforms.
First, as already pointed out, growth of the informal sector has been
fuelled by acute shortages of goods and basic services occasioned by
the prolonged macro-economic disequilibrium. Policy reform currently
initiated by the Govermment under the ERP and intended to restore the
macro-economic balance is a move in the right direction.

Despite the implicit recognltlon of the role of the lnformal sector
in employment. gemeration by the Government, the sector's role and
contribution to the national developmenh has not been accorded the
attention it deserves.l4/ The Government has not provided the necessary
linkages between individual needs for income generating and the actual
utilization of the copportunities which exists in the sector.

14/ vpajly MWews," April 6, 1990.
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A  study conducted in Dar es Salaaml®/ revealed that the
interrelation and complementarity of the informal sector with the rest
of the economy only need to be strengthened in order to maximize its
job creation capacity, and hence reduce the high urban unemployment.
However, in the 1longer term, the development of the informal sector
will be cruecially dependent on three closely interrelated factors:
government policy-~-particularly with respect to the role of the private
sector, incentives to private initiative and to the informal sector
in particular-- the speed of economic recovery, and market constraint.
Hitherto the Govermment has not issued any explicit policy about the
status or measures it envisages for the promotion of the informal sector.
Government promotion policy and support are necessary especially in
the provision of credit which is tailored to meet the needs of small
scale artisanal operators who lack sufficient collateral; and provision
of basic infrastructure and a conducive environment.

RECOMMENDATIONS

(Proposed Measures and Strategies to Remove the Constraints)

In view of the afforesaid problems and constraints besetting the
‘informal sector in Tanzania it is recommended that the Government should:

{(a) formally recognize the informal sector through formulating and
adopting an annropriate rvolicy framework for its enhancement,
Despite the Sector's role and contribution to the development
of the economy, it has not heen accorded the attention it deserves.
There 1is 1inadequate information about nature, characteristics,
problems and constraints, and opportunities made available by
the informal sector.

(b) make deliberate efforts to consciously develop the informal sector
and attempt to 1link it with the present formal economic system.
The ability of the informal sector to produce pgoods and services
at lower costs than the formal sector motivates the dynamic
coexistence of the two sectors far into the future.

(¢) directly or through other institutions facilitate the availability
of premises in respective areas for informal sector enterprises.
In the first instance, the informal sector has no public recognition
as an important sector in the economy. People engaged in the
sector are frequently subject to harassment by city <council

15/ 1L0/JASPA "An Analysis of Dar es Salaam Informal Sector Survey"
Dar es Salaam 1985.
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officials due to lack of premises. Secondly, small scale
undertakings in this country have been under a number of bodies
- gome times operating under the umbreila of Prime Minister's
Office, the Department of Social Welfare ot small Gecale Development
Organisation ($ID0O). Under suct organisatior, issuvance of premise
licences become operaticmally impossible.

directly or through institutions work out a sysiem whereby credit
facilities would be extended. to the low income earners in the
informal  sector. The most problematic feature here is the fact
that very rarely does the informal sector receive credit from
the financial institutions due to lack of preject appraisal and
accounting knowledge, as well as collaterals. SIp0 funding policy,
especially the people with no fixed premises, is that they have
to be vetted by their respective local party leaders. However.
most of those employed im the informal sector do not even belong
to any Party localities.

clearly define the licencing procedures and requirements for the
informal sector while making these less cumbersome. The
difficulties involved ‘in cbtaining a licence is one of the drawbacks
which iphibits the growth of the informal sector. In this regard
it is imperative that the licencing procedures and requirements
are clearly defined and made less cumbersome. However, a veritable
control of the process oeoulu be imscitutec so tnat the licencing
process in the informal sector deoes not become an arbitrary affair.
This will encourage a wider participation on one hand and a
controlled development of the aector on the other.

endeavour directly or through respective mechanism to provide
a conmsultative and facilitating system for the informal sector.
It has already heen mentioned above that the necessary expertise
is almost exclusively acguired in the informal sector itself.
Informal sector enterprises train more apprentices and workers
than the formal educaticnﬁﬁ;stem and the mostly goverrmental job-
training schemes together.iﬂ

provide training opportunities for people engaged in the informal

sector to levels of competence in respeciive skills. The informal
sector ' provides jobs which require little human skills. An
exception to this are some informal activities which often require
several years of apprenticeship. However, it is recommended that

prople engaged in the informal sector be trained to a respective
tevel of marketing and cther managerial skills to be able to
identify the different martets for wvarious informal sector
activities products. This typc ¢f iraicing could be provided
through the public media-radios, cinemas etc.

Maliyamkono et al op.cit.
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(h) expend more efforts and commit more resources to raising the various
managerial and business skills required in the informal sector.
More impcrtantly the co-called 'Leadership Code' should be reviewed
to allow Senior employees in the public sector take part in
secondary activities, in which case they might be enable to take
a more direct and active part in management of informal activities
ran by their relative.

{i) create a conducive environment that will encourage the development
of sustainable businesses in the informal sector. The environment
in which the sector operates is full of uncertainties. By providing
sound policy to this sector, it will eventually provide a sound
foundation, albeit not well defined, structure of the national
informal sector.

(j) deliberately encourage the private and public commercial sectors
to promote and assist the development of the informal sector.
If the informal sector is left on its own it might not be able
to develop viably and sustainably. TFor example, under the trade
liberalization, the availability of cheap imported goods has had
a detrimental effect on the traditional informal sector goods
wvhich used to thrive during the pre-import liberalization period.
To avoid this king of competition the informal sector may be
assisted by the private commercial sector subcontracting the
infermal sector activities especially in Jistrilution of its
products or by actually financing those activities that are relevant
to the product lines produced by the private and public commercial
sectors. This will redefine the position of the informal sector,
improve the image of its importance, and enhance its pace of
development.

(k) In case of those business activities that are quite small and
do not have high growth rate in the near future, the respective
authorities should designate areas where these will be operational.
Thus production and maintenance should be allowed to operate in
"informal" estates. These areas should be adequately provided
with electricity, water, transportation, sanitation, communication
and other ammenities.

Therefore the study by Maliyamkono and Bagachwall/ which concluded
that the informal sector contributed about 31.4 per cent. of the
officially estimated GDP in 1986 can only be seen as an approximation
of the likely true figure.

17/ Maliyamkono T.L. and Bagachwa M.S.D. "The Second Economic in
Tanzania® op.cit.
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More detailed information can be given regarding the contribution
of the informal sector to employment. In a study by a group of
consultants:8/ the total number of jobs offered by the informal sector
accounted for over 94 per cent of all wage employment. - Our estimates
in this paper suggest that the informal sector accounts for up to about
55% of total employment in Dar es Salaam. Due to different criteria
of definition, the results available so far have to be interpreted
ant compared with caution, but they still highlight the value of the
informal sector in overall economy. The exact size of the informal
sector is hotly debated.

Regardless of the informal sector's size, there is a common
agrezement that the formal sector in Tanzania is symptomatic of over-
regulation, a heavy bureaucracy, and taxation. Many Tanzanians leave
the formal economy because of these, Since the licencing procedures
are cumbersome and other requirements to conform with in order to become
legal, entrepreneurs opt to work informally. Although the growing
informal sector is an indictment against the state's heavy handness,
it is seen as a blessing in disguise even in official circles. It
acts as a pressure valve for unemployment, provides numerous products
and services,..and broaden consumer choices.

The present analysis provides useful insights which could serve
as guides to policy formulation. The informal sector in Tanzania should
largely be secen as a less confrontational response to political and
cconomic realities in the country. The informal sector operator has
to bypass licensing, marketing and production regulations not only
because they are expensive in terms of fees and time, but also because
it happens to be the only way to meet his basic needs. In this regard,
the informal sector has become inevitable because the formal economy
has been effective in fulfilling its functions, the informal sector
has been minimal.

Several studies have come to conclude that increasing capacity
utilization in the informal sector may increase output and employment
at low cost. Since, to a large extent, improved capacity utilization,
will entail use of better tools, raw materials, production techniques
and motive power, informal sector enterprises need a considerable amount
of finance capital to invest in such assets. But they often de not
even have sufficient working capital. The need for finance in the
informal sector is of the outmost importance and beyond dispute.

It is strongly urged that credit be made available on the assumption
that it will lead to expanded production. The recipient enterprises
should be evaluated tn assess their financial viability. If credit
is granted, it should be strictly supervised. It is possible to be
too lemient with disastrous consequence on the economy as a whole,

18/ 110 "Human Resource Redepjoyment™” op.cit.
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CHAPTER III

EMPLOYMENT GENERATION AND
WORKER PRODUCTIVITY ENHANCEMENT IN TANZANTIA:
THE EMPLOYERS' PERSPECTIVE
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EMPTOTMENT GENERATION LMD
GORKER DPLOo.TUVIZT PLANCLICTT I TANEAITAL
THE FMPIOYERS' PERSPECTIVE

INTRODUCTION

In reent docades inereesed  productivity has provided large
acoments of the woridfs mopuliation with n hirgher standard of living
than previously ¥novn. it the rise in the standords of living are
to be sustained it s imperative that productivity growth be
contined.

Tnereascd  productiviiy enables  Thusiness toc  grov i.e. nore
products, mOre customevs, greater retwrn on capital investment,
more effaective competition in the market place and more profits.
Such o situation providas 2 conducive environment for employment
creation.

Productivity in this connsetion cveates a2 Mrin-win” situations
a situation where QVEryoné gaing = individuals, the nation and the
future gencerations.

The guestion of employment. generation ard cnhancement of worker
productivity has +o be seer in its totallty. Tn the Tanzanian context
2, number of questions 7ill be raised in this paper. Does Tanzanla
have the poilcy and institutional framework which would focilitate
CRpACYuCIY el b rag criuu comonh ol wookor p?cduc‘Lvity? Have
the present structures and irstitutions cenerated employment and
enhanced worker produstivity?  Are thevre any options for Tanzaniza
in this regard?

This papcr =htempts +o answer thesc questions and goes on o
suggest some af the options available for Tanzania.

BACKGROUND

ot much is documunton  Of attempts o enhance productivity
hefore independencs. Serious Aattempts to address the question of
proguctivity in Tanzanis came abouws five years after independence
whenr the Government invited tha International Labour Organization
(110} to study the country's situation 23 14 then was and recommend
policy measures on vroductivity, incomas, prices and the industrial
relations michinery. Fhe TLO appointed brafessor Turner to conduct
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+he study and after the conclusicus of the study submitted the famous
surner Rewors. The Turnor Report was then transliated into a working
docyment oy “he Government.  This was Government. Paper No. 4 of
: : ' : T ciopront, JTnvootment and Prices

- —

HR o ! s
Lt s Feinhe T,

Policy.

The salicnt features of +he White Paper could be summarisad as
follows -

(n) There was nesd to hrifge the gzap betveen the incomes of

vage carners ond thosce of peasants:

(b) Restriction of wage increases to nct more than 5% of the
vage bill except vwhere there was & Payment-y-results
scheme.

(¢} UWages and incomes poiley must avoid the growih of excessive
accumulation of wealth:

(d) Necd for =~ nmachinery to facilitate negotiation within
the framework of the policy hence creation of the Permanent

Tatour Trimal.

_ The Porw.acnt Lahour Tribunal was then created 1n 1967 as cne
of the tools for implementing the White Paper bascd on Prof. Turner's
Report. The Permanent Labour Trihunal's role and performance with
regard to productivity cnhancement will ho cxamined in greater detall

Ieotor.

FMPLOYMENT IN TANZANTIA

Tanzanic 1s o primarily agricultural country with a wvery
smell rorking class. Total wage employment has been as follows:

Year
1660 - £03,103

1981 - 638,174

18862 - 675,192
19872 - 686,871
198k - 633,380
1985 - 562,107

1986 = /02, TRT
1987 - 7000,037

1988 - 703,68k

Source: Nationzl Preoductivity Council. Annual Report for 1989
{(Unpublished)
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The growth in unemployment would be put in perspective when
matched against the growth trend in the Gross Domestic Product which
is as follows: '

Year CDP Growth

1980 2.2%
1981 _ 0.5%
1982 0.2%
1983 (4.9%) (Negative Growth)
1982 3.0%
1985 0.8%
1986 1.5%
1987 3.2%
1988 b.2%
Total Growth 10.7%
Average Growth 1.2%

Source: National Productivity Council -
Annual Report for 1989 (Unpublished)

In terms of growth, wage employment has shown the follo 'mg trend:

Year Growth
198C 1.1%
1981 5.8%
1982 5.8%
1983 1.7%
1984 (7.8%) (Negative growth)
1985 k.5%
1986 L.6%
1987 1.0
1988 0.5%
vemee Grovn 18

Source: National Productivity Council
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, A cursory lock at these figures reveals that wage employment
has over the last nine years grown a bit faster than GDP growth.
This could be a pointer to the relationship between employment snd
economic growth. It may also suggest that employment growth has
not been a function of economic growth.

The growth in employment scems to be a result of policy messures
rather than e spontaneous response to changing economlc conditions.
The question as to whether the Jjob openings which were savailable
in the last nine years as shovn in the data above were generated
by increased economic activity dictating a demand for such openings
of whether managerial considerations based on other factors were
responsible for the Jjob openings. The latter seems to he the case
as a decision was made in 1985 to declars redundancies in most public
sector institutions and enterprises.

The redundancies were attributed to overemployment in the publie
sector which implies that there were more workers than Jobs.

Viewing this =2gainst the background of the Government Paper
No. 4 of 1967 and Government Paper No. 1 of 1981 whick will he
discussed later we are inclined to belleve that the last nine years
witnessed a trend which was against some of the policy goals envisaged
in those +two Govermment Papers. Worker productivity cannot be
improved in a situation of over-employment. If productivity is
the ratio of inputs over output then more workers would mean more
Inputs and therefore the lower the ratio.

The period during which the two Government Papers have operated
has not been a period of generating employment by prudent economic
management but a period where employment was crested hy criteria
other than economic criteria. It is a period where the link between
employment and  worker productivity was hroken bty decision-makers
especially in the public sector.

PRODUCTIVITY ENHANCEMENT

Government Paper No. 4 of 1967

As mentioned earlier Government Paper No. U of 1967 was followed
by the creation of the Permanent Iabour Tribunal by Act No. 41 of
1967. Basing on Prof. Turner's recommendations the Tribunsl was
to register voluntary agreements, production targets and consider
bonus applications within the confines of Policy on Wages, Incomes,
Rural Development, Investment and Prices.

What was lacking was action at the enterprise level with clear
guldelines on productivity improvement. Apart from the Fational
Institute for Productivity which started as a department under the
Ministry of ILabour and later as an avtonomous institute which
conducted some studies and conducted training, no other measure
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was taken to enhance the capacity of enterprises to adopt productivity
| programmes. As o result, enterprises were ieft to venture into
their own productivity programmes oI 1O programmes at all. The
public sector with the oft=talked shout <control and sometimes
interference of Parent Ministries, was not =assisted to have the
capacity, c¢ven where there was the will, to adopt productivity
pProgrammes. At times incentive programmes are not matehed with
plant capacity, business climate and the need for replacing old
machinery or to invest in expansion programmes. Businesses found
themselves at the precipice or in the diteh inspite of their well-
meaning incentive and welfare programmes.

It could therefecre be said that Government Paper No. 4 of 1967
left only one landmark 1i.c. the Permanent Labour Tribunal as an
arbitration body rather than a tool of productivity enhancement.

Government Paper No. 1 of 1981 :
The Bational Policy on Productivity, lncomes and Prices

Like its vredecessor (Government Paper No. % of 196T) this
was conceived by the ‘burcaucracy and handed down - to industry. For
the first time the Party, CCM drew up a policy on Productivity,
Tncomes and Prices and handed it over to Govermment for
implementation. While some would dobut wisdom of z Political Party
preparing an all-embracing policy for the Government to implemenrt,
others would question the wisdom of a policy not based on research
into industry or on an in-depth assessment of the performance of
previous policies.

However the National Poliey on Productivity, Incomes and Prices
as promulgated in Government Paper No. 1 of 1981 made some attempts
to link productivity with the macro and micro economic factors.
In brief, the policy stipulates that wage increases should be based
on the GDP and growth and that such increase should not be over
60% of the GDP growth. It provides for enterprises to register
production targets 2s a mandatory requirement and for the Permanent
Labour Tribunal to make awards on bonus .applications., The policy
envisaged that by 30 August 1983 all employers should have entered
into voluntary agreements with their employeces and have them
registered by the Permapent Labour Tribunal.

However, notabtle in this policy is the provision vhich states
that szalary wage increments should no longer be automatic but should
be based on increases in productivity at the work place. Such
increments should also be cmbodied 1in voluntary agreements. The
‘policy also directed that studies be undertaken to introduce work
norms in the services sector and work. study In production units
so as to facilitate measurement of productivity and the adoption
of appropriate revard systems.
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This policy which dis still in operation has s number of
shortcomings. First and foremost it was not based on a thorough
reszarch on the proh'ems which facced the performence of enterprises
and services in Tanzania. Because of the absence of a thorough
study, most of the policy was based on interpolations on observations
of public sector performance. Problems which cxisted and continue
to exist in enterprises in Tanzania were not eoxamined 1in detail
in order to identify ihe causes. The policy therefore hinged on
assumptions wbich could not withstand the test of time e.g. the
changing international economic c¢limate. Secondly, the policy
did not examinc in detail the then employment levels and the trend
they had taken over the years. In other words the question of
matching the workforce to the actual manpower needs of indusstry
was not examined in detail. As a2 result of this, four years after
the policy has hgen promulgated, massive redundancies in the publie
sector wverce ordered by a stroke of the pen. While emphasis was
laid on the romueration aspects of productivity on clear guidelines
vere provided on crucial  issues like Job evaluation,
cost~effectiveness, energy  management, preventive  maintenance,
industrial relations, role of cmployers and workers organizations
and the macro-economic environment.

Thirdly, the National Policy on Productivity, Incomes and Prices
was handed down from the tope for industry 1o accept as an article
of faith. It was not z product of participatory endeavours wherehy
industry would have been fully invelved. The policy came as one
of those numerous, government orders which only required compliance
failing which. some form of punitive sanctions would have been
applied. In other words, the policy d&id not btelong to industry
but to government.

T™e policy does not on the face of it attract much interest
from industry because industry was not a party to its formulation.
Industry therefore does not feel that it is theirs and they should
strugele to Implement it. Where it could be aveoided without serious
consequences the better it was for industry.

THE ITRSTITUTIONAL FRAMEWORK FOR PRODUCTIVITY MANAGEMENT IN TARZANTA

The Kational Policy on Productivity, Incomes and Prices operates
within the framewvork of the Planning Commission, the National
Productivity Councll, the National Institute for Productivity, the
Permanent Lebcur Tribumal now the Industrial Court), The Asscciation
of Tanzania Employers and the Workers Union (JUWATA}. The Planning
Cormmission has the role of charting out the direction of national
econontic policy including productivity. The National Productivity
Council has the role of conducting studies on productivity and
advising goverrnment. Industry and workers on productivity. The
National Institute for Productivity is charged with the responsibility
of providing ccnsultancy services, training and to some extent conduct
research on productivity. The Permanent Iabour Tribunal (Industrial
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Court) performs *the function of reogistering voluntary agreement.s
which ‘are assumed to include productiviiy schemes. rexister production
targets, and decide on Horus 1iaations or inccntive packages

whien Thad Teen registered with it. Employers ond workers
nrganizations  provice the ropresentation  serviecas foipr  thelr

constitunencies and aproviar advisory serviocs on industrial reletions
issues to their consvituencies.

The Planning Commissizsn as the custodian of rnational economic
policy has the responsivility of giving policy suidence to 21l sectors
of thc economy. Its primary concern 15 the general up 1ift of the
standards of living and of course translating CCH¥ policies into
action plans. DBeing a government departrent it has Llittle priority
on research, studies ote.  on spacific policy Aarcas such as
productivity, espacialily vhere theve is already the National
?roductivity Council (¥PC) and +he HNational Tusititute for Productivity

NIP).

s mentioned above. the NPC is charged yith the responsibility
of conducting stuwiies anpd advisimg sovernmant,  industry an other
actors on the national eoonomis sCONO. T NPC howevers is spread
thin in tcrms of manpower. finance and equipment . Mo wonder therefore
+hat the UNPC has conductod cnly a few studics and hes orly heen
able to provide very limited advice. vthat would have been the
interfaoce with productiviiy science has unfortunctoly becn of little
impact on industry.

The NIP which is fairly old has also been facing similar proulems
i.e., inadequate manpowver, ocquipment and ripancc. L5 an autonomous
jnstitutions whicn is sapposed to generate 1Ls OWn income of financing
its operations. the strugglc Leeomes more arduous given the little
domand for its consultancy and wraining services in industry. The
1it+1z demand for NIP servicog does not suggest +hat <+he TP 1s
facing stiff competition or taa industry doce not require its
servieccs but industry's acwarencss of tho nead to talke certaln measures
to cphance productivity is jimited. Industry is yot fto appreciave
productivity enhnncement as an cssertinl prorequisice for improved
cerporate  performantc. fe has been said clsevhore industry has
not internnlised the Mationnl Policy on Productivity, Incomes and
Prices so as o require fhe sorvices of zpecialiscd agencies like
the NIP. Only a fow onterpriscs have ventured inte elaborate
productivity programmes which require FIP sarvices, Such low demand
for NIP secrvices in turm affects bthe copacity of NIP to cxpand its
scope of activities.

The employers amd workovo crearications are as well more pre-
oceupied with indusiriai relations issues and are also thin in terms
of the capacity to provide advice on productivity programmes AmONg
their constitucneies. They also lack manpower, Tinance and cquipment.
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difficult tc speak of 2 ns.ional productivity movement. Even wvherc
all concerned have rfood Intentions, these limitations present =2
serious impediment to the enhencement of productivity. In such
circumstances, only isolated successas can be achieved. IT one
were to make an assessment of the suceess of the Tanzanian
roductivity movement. one would he inclined %o say that there is
a dire nced to build the institutions cof productivity management
assuming that the policies ars the needs of industry.

PRODUCTIVITY PERFORMANCE IN TANZANIA

Labour Productivity in Tanzania between 1980 and 1983 has becn
as shown in the tsbles below:
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LABCUR PRODUCTIVITY (EEAL VALUE ADDﬁD FEP EMPLOYEE) 1280 - 1%38

% Change 198(C-8%
Overall Average

SECTOCR 1500 1581 1982 1983 1984 1985 186 1987 1586

rege Scale Agriculture, Forestry

! Fisking

pour Productivity (shs.} 14,301 14,732 14,065 15,035 19,076 20,015 19,885 20,5&9 21,439 .
nual % Change 23.0 2.5 4.% 6.9 26.9 4.¢ {0.86) 3.5 4.1 €4 .6 7.2
bour Froductivity Index 130 102.5 97.8 104.5 132.7 13¢.2 13&.1 143.1 14¢.1 o

ning and Quervying

ybour Productivity {shs.) 33,034 27,493 25,%56 23,631 34,701 28,957 24,81} 26,512 24,274 _ ?
irual % Change (2.4) (14.2} {(5.5) {(11.4) (50.7) ({(16.6) {14.3) €.9 (e.4) (15.2) (1.7) ;
1our Froductivzity Index 180 £5.8 a1.1 71.9 108.3 20.4 17.5 g2.¢ 75.8 - ;
nufacturing { Handicrafts , %
bour Products zity (shs.) 25,358 20,852 12,064 16,225 18,627 17,134 15,143 16,706 17,4%6 i
wmual % Change {22.0) (17.87 {(f,63 (4.4) 2.2 (£.0) {5.%) 3.5 4.7 (56.2) (6.2} !
sbour Productivity Index 100 22,2 75.2 71.% 73.4 £7.6 £3.7 65.G 65.0 o :

l.ctricity and UWater Supply _ . : %
bour Productivity (shs.) 23,469 15,800 18,850 15,823 16,205 17,362 17,502 18,185 18,543

inual % Change 10.6 (3.3) (5.0) {16.1} 2.4 6.8 1.2 3.9 2.0 (2.5)  (9.3)

sbour Preductivity Index 160 6.7 92.1 77.3 79.2 4.5 5.5 88.8 905.6 e

vugtrucition

atour Productivity (shs.) 19,157 17,879 17,6592 10,549 19,296 19,9883 26,693 26,556 _23;599 .

anual % Change ' .7 (£.7) (1.2) (3¢6.0) 75.4 3.5 34.3 0.01 7.1 £3.1 2.2 -
atcur Froductivity Index 160 3.3 2.2 57.2 100.3 103 189.4 139.4 130.3 :
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" % Change 1°
SICTOER 1980 1281 1982 1eg3 isa4 (e85 1986 1087 19¢ ~-ARES
) Gverall Ave
Trade and Tourism
—abour Productivity {shs.) 72,571 72,371 66,275 59,4318 56,523 56,444 62,656 64,150 65,554
Annual % Chsnie 12.5 (0.9) £7.5) (11,3} (4.9) {0.1) 11.¢ 2.4 2.1 3.4 0
‘Tabour Projuctivity Index IGC 9¢.2 01.8 £1.4 77.5 77.3 25.9 87.9 a3¢.8 -
Trmsport, Comrunications and
Labovr Froiuctivity {chs.) 31,173 27,435 26,976 26,095 24,104 23,450 21,707 21,925 23,201
annual % Caznge 15.2 (16.7) (3.1  Qo.n 0.4 (2.9)  (7.8) 1.0 5.6 (12.8) (1
Labour Prodvrtivity Index iGo 29.3 86,5 77.3 77.6 75.4 69.6 70.3 74.4
¥inancial Services
“.abour Productivity (shs.) 169,253 85,121 166,739 146,475 179,262 173,216 169,467 171,517 171,101
Annual % Chenze {23.8)  (iz2.8) 1.0 (i2.2) 22.4 {(3.4) (2.2) 1.2 (6.2) (20.63 (3
Labour Produrtivity Index 180 33.3 £e.1 77.4 G4.7 £1.5 £9.5 26,6 g
Public Admiristration .
P abouy Productivity (shs.) 17,518 17,4613 18,452 15,306 16,287 12,019 12,5€1 12,557 12,918
Annual % Change {21.3) (0.6 (5.5) (7.0) 6.4 (20.7) {2.83 {C.03) 2.8 (45.6) (5.
Labour Produ.tivity Index 100 A 94,0 87.4 93.0 13,7 71.7 71.7 73.7
TOTAL
Labour Productivity {shs.) 23,887 24,897 23,294 21,757 24,324 23,460 22,752 23,240 24, G920
Arnual % Change {35.7) {5.3) £5,2) {€.6) 11.7 1.6 (3.0} 2.1 3.7 {41.8) (4.
Labour Preirctivity Index 6o 5.0 SoL0 4.1 24,0 °G.6 57.9 £2.9 93.1
Key(i} Labour Productivity Values have heen worked from Table T
(ii) Libour Productivity is defined as Yulue Added {(i.e., GDP is constant 197¢ Prices)
Total lumber of Employees
Source: etional Predectivity Ccuncil - Apnual Benort for 1982 (Unpublished)
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From *those tables it would oe seen that labowr productivity
hus heen denlining 7t orn avevage of Y,5% per year hetween 1980 and
1988 j i *mnloymrﬁnt has however been growing atb
Cone pericd,

Thed could he tho reason Tor this trontt A8 it hos been pointed
out olsewhere in +his paper uncmployment growth has not been hased
on ecoromin crltevris ecspoeially in the public sector. Over -*manning
has  becn  rampant leading  to  ad-hoc corrcetivae measurcs like
retvenchments and fresze on employment 2s mppened in 1985, There
are other iactors which have con '*"104*.:-6 to this trend e.g. the
world economic recession of the 1G807s. national poliey orientation
i.¢. crezticn of a large public sactor without thorough study of
iig femsibility and viability. 411 in aldl +he nquestion of employment
ceneration and onhancomont cf worker productivity has to be zeen

in the 1ight of the performance in 1080 - 1968, Tt could be said
+hat -mployment generaticn is nct possible in o situstion of declining
labour productivity. Expanding cmployment where labour productivity

has been declining cau only mean a further decline in lahour
productivity.

WHAT CCULD BE DONE?

Employment genevation could be seen as o socigl issue or as
an economic issue; a social issue wvhere jacy of nevw Jjob openings
~osults into increased unemployment and its social ills or an economic
issue whoreby creation of netr johs esultsz into more production
of wealth i.c.. goods and services. Eoth issues arc important but
cannot be divorced from the nced to cnhance productivity so as to
sustain any social programmaes.

Tn this conmection, I would suggest certain policy areas and
artians o achicro hoth novr: Jobs and highor procuctivity.

{a) Bole of Governcecnt

Coverrmen., should  only - provide the enabling environment
for entorprise te grow, and facilitiate the raising of
the levels of productivity. Thesc include providing the
facilitics For immroved +treining in corporate plaming.
eloetronic drta processing, management information systems
ete. It aleo involves provision of infrastructursa which
would suppeort Industry - &-&. roads, rallwavs, encrgy,
communioobion ot health servicoes.

Govermment  should ref rﬂin from heing the omnipotent and
omnipresent b?lSlan =Xl the nation.

Government should not -sce itself as the only think~tank
in ths ration itk the monopoly cof knowledge and wisdom
such that it oniy has the role of handing out circulars
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oy dirvectives. ALl sectors of socic have to e iully
involved <uo that they gencrat: interest in following up
shedir dofntlvemads deafsiors, The  aperoack used by

Government in the Mational Policy on Productivity. Incomes
azdi Pricegs in most ooeos will generate apethy if not
registencs.

Institutional Framework

As mentisned earlier the eapacities of the Nationsl
Froductivity Council (NPC) erd the National Institute
for Productivity %o carry our their missicn nceds to be

strengsthened. Their fela+ionship with managemcent
agsociations, wrofensional holle and universitiec Thoth
loeal and internatiorszl  nood  te he wroadencd and
strengthened. Th.: tripartite 1linkage of Government,

amplovars and workers needs to be fully utilised.

Apocificnlly thy cavacity of *he FPC and NIP to conduct
work studics o accurately messure productivity, to train
and sdvise government, industry and workcrs needs to be
strengthencd. Ways should be found to makce incdustry more

fuily inveolves in these nctivities.

Ways and means should be Tound to reke industry "own”
the concept of productivity, internalise it and cmbody
it into ©heir management pursuits. Industry should he
the source of ideas, and programmes on productivity and
not mere recipients

Enterprises

Enterprises should be assisted wo adepht workahle programmes
which dc net requ’re nuch  intellectual work. Himple

suggestions lise = onecklist of lovour productivity issues
could be glven to enterprises. Znterprisces could have
a checkliist liro the one below.

f1) Weiting time should reduced. Tate coming, down time
{machincry breakdown! poor scheduling

(ii) Planning +the Day so 2s to roeduce costs when to start.
how mauvy hour of actuzl productive vork

iii) Quality Standards, customer needs. workmanship anc
quality control ~rrangcments

(iv) Training:” dre workers sufficiently trained? Could
lack of training lover quality standards? .an  a
tralning progvamme improve the situetion?

(v) Supervision {Instructions,: Are supervisors correctly
instruction workersu If so ~ould that be improved?
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{vi)Matching skills to tasks: Are the skills available too
high or tooc low for the Jjobs being undertaken? Can that
affect work flow and quality. standards?

(vii) Working Conditions: Are they safe and comfortable? Are
the amenities adeugate? Is the workshop layout conducive
to optimel performance?

{viii) Industrial Relations and Grievance Procedures: . Are they

s simple and do they provide prompt solutions? Do "they adversely

; affect worker morale?

Such simple guidelines to enterprises could be a starting
point towards enhancing worker productivity which would
in turn lead to generatlon of more employment within the
economy . '

CONCLUSION

Productivity dimprovement is +the key to sustained Ilong-term
economic growth productivity growth or cnhancement does not happen
at the national level. Tt occurs at the enterprise level, at the
work place.

Every entrepreneur thinks about how his business ecould be run
more profitably, buft fow consider how it could be run more
productively. All involved need to be made aware that productivity
improvement is a prerequisite to increasing prefits.

"As an instrument of promoting economic development, productivity
helps in generating surplus and provides the much needed capital
for sustaining the people in their productive efforts thereby
enhancing their ability to save through riscs in the level of real
incomes. In this context, the process of ecoromic growth and the
process of efficient utilization of —resources Thave TDbecome
interdependent, and any increase in productivity has to he regarded
as a major component of economic growth. Every effort has therefore
to be made to stimilate the wvarious factors which come into and
special attention has invevitably to. be given to *the +agk of
promoting productivity of the economy as whole” (Dr. A.N. Saxena
- "E;roductivity Improvement. in Developing Countries"” ILO, MANDEV
1985).
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CHAPTER IV

STRATEGIES FOR TMPROVING WORKFR PRODUCTIVITY:
THE WORKERS' PERSPECTIVE



AN /PHED /TR /GG 1S A0 (1) ()

CHAPTER 1V

STRATECIFS FOR TMPROVING WORKER PRUDUCTIVITY:
THE WORKFRS' PERSPECTIVE

I.  INTRODUCTION

W weoducrivity, most poopls corractly put ompnes

on “lahour produciivitw'. The inforencs is that » productivity df"ﬁn\
is a result of 1‘1"""}‘]?‘ ne ifici nev. CAPHoT heaping The hleme on labour
cyror-nus  solutions +hee  call for redundancias  and  retrenchment
follows: What mos® pooplt do not conzidsr. hovever. are factors
ot rer than lihowr costs and the wyay thos2 affect the fff‘ncraﬁ: jon of
gurplus in onterprisss, Yo they state or nrivate aptorprises. This
papsr raste on the understanding thar costs ntror than  lihour -nd
snrnlns  goneration are conteal to o higher nroductivity.  Investmont
in Puman and non-human rosourcos OV af oxpandine capacitics oF
cnforprise  level worpy mueh doponds por the honaviour of  factors
Atier  then lavour  Inputs. fhanegement holds primary rosponsibility
for the wgrinment of hirhee or lowes surplus and nroductivity lavoels.

=nn discussinz

TI. M A.G OF" PRODUCTIVITY AKD 0 HIGHER PRODUCTIVITY

T
[

iieminr oand conmtralicy of productivicy

N

bpoductivity is 2 concept which has 2 divoer Doomrivs upon ol
incom: and the stondard of livipg of psople in ~ country. As sach
it iz corntral to :oonomic growhks dovelopmont and ovorsll prosyirity
of poople.  Prof seor Turnor’s Roport to the Govorunoas of th- init a4
Ropuhliec of Tmnmzanin issuci in 1GAT a5 Whit. Popov Ho. 3 undirscor-d
the cuntrality of productivity by linking wngce ireyoases with inor o7
in productivity.

o

u

Proglurtivicy ig A.fintd A on vabia hetwoeon outpun and
farer of the coanept of oroductivity . <o morson who pf
the p*‘lrm‘"v = A1l othor inpubrs are anxiliscics or
roapons’ R o pieopls to zchiow wighor productivity
SV Ae gue wroductivity s o humener leoow conospt s lihieush
n =onom~r- and ecommercicl 1it viturcs v oftop came aeeress &0V ol
pr'oduf “ivitics such s productivity of londé. matcrincls. mokinos.

FfOrms

P nore *10. th- . havieur of productivivy  devinds  upon the
sohavionr of the numorator ~nd *ho demip-tor, The suemcrator 1s outpuat.
Jo e d;;no:vm'tor compris.z inpnts . thae s costs. Tho by hoviour
nf cogte “herafors. bas - Airser dmpret vpon teinl nroductivitv.

r produntivite:  Rel: of . otrop moa il funchion,

For productiviiy to he Ligh diw =n conouy. crtroprseeurshio
ig A n:_»n'fr“-rv condition ~ndl ot n oo inricnt condition.  Any
cecion, The fArusha

soirious musiness cxooutive rould cndores
1 PR
good lerdership

D».'r.:lf&]?ﬁtior‘- underscores this point by
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as the fulerum of development. Tre cercrality of the entorprenmesurial
function shouid he looked at threa tevels, namelv; watisnal. gectqral
and enterprise. The prime focus of this pape. 1s--on e Prase AT
sectoral levels. ‘lowever, it is useful to point out that politicians,
asgisted by the c¢ivil szervice are national antrepreneurs. Politicians
are supposed 0 «create an enviromment whick is conducive fo the
attaioment of higher levels of nroductivity in enterprises. Training,
econemic infrastructure, fiscal budgetary an+ monetary policies and
meagiares  are what covld provide a cenducive  enviconment. tn
inappropriate macro-economis enviromment offen leads to rigidicies
that result in built-in higher costs and celays whick reduce cfficiency
and preductivity. This will he Flsirated in the third section of
this paper when we discuss prohiems prevalent in the formal, informal
and agricultural sectors ia Tanzania.

At enterprise level traditional econonis correctly points out
that factors or agents of production are needed. These are land, labour,
capizal and entrepreneurship. The role of enkrepreneurship is to
organize the three facters so that the Jdesnired targei is achieved with
less: wastage and least costs. Entr repreneurship is thus the melring
pot that should bring an eaterpnriss to kigher afficiency and higher
productivity by balancing the use of resources and coordinaring the
effarts of evevyone in an enterprise to achieve maximurm vesults. The
entrepreraurial  fuaction is  essertially & management function and
invoives the folloving primary duties:-

- ohtaining facts ahout the enterprise

- plannin

- directing activities

- socrdinating activities

- controlling operations

- mofivating workers o want Lo dc what has been planned

1f the six entrenrencurial funstions menticned shove and fliustrated

in the diagrar below are not performed propevriy, attaimment of Figher
productivity will aluavs vemain a wvisal Howaver, an examinatrion of
how each of these functions ig execuied in Tanzeonia leaves much  to
he desired, Pesgearch findings containe? a report entitled: "ITmproving
Management in Southern Africa”l’ showe ke folloviug:-

{3} tha: the s¥ill of motivating employees is one af the noast
imporiant facters ¢o increase productivity in all sectors.

{2} That one of the problems concerning awffecting wvorker motivating
ig the sevious lack of motivation skills »n  the wart of
superviscrs and managers.

=

te the fegicnal Trading Cowneil o6f the CADTC, by the
ciation of Schoels of Public Affairs and Administration,
. : o
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of k21l eeds  din D Mine Southern African

e, 4
LAl L

ol

Bkill Ang. Dots. Les. Lial. Twon. Jwaz. Tan. Zam. Zim. ﬁ
i —— .
; ; i
{1, Hotivating ;
| enployees z 1] 1 2 i 1 5 1 2 ;
! 1
! ;
2. Persomnzl
mapagement 2 4 2 3 4 2 2 4 4 y
i
3. Intexper.
Relations & 3 4 11 £ 5 3 3 3
4, Terchnical
Skills 4 3 4 % 3 9 3 9 9
5. Writing skills - 5 X 2 - 3 1 a 5
6. FKnowledge of
procedures 3 2 4 4 5 4 7 5 £
7. Financial
rmanagement 4 & 5 4 - & 11 o 7
. Uegeotiating
skills - b 4] 2 - 7 & & ¢
&, Cfupervision z 2 3 - 2 % g 11 7 !
1. Bureaucratic |
pclitics - 7 - 4 - 3 g 5 [ELI

oy b

e conclusion one can fArav from Yeble 1 is rhat attaining hipker
levele of oprocuctivity <depend largely wupon efficient wmanagement.
Politicians writh their policies as national enfrepraneurs are responsikle
for creating the reguisite enabling macro-ecomonic setting, vhile
managerents as entvepraneurs at enterprize levels are regponsible forx
higher productivity at their enterprises. fualified workers may be
adeguate in tarms of shills and however modern and a2ffective equipment
may be, higher productivity will not he attained unless there is good
organization and motivation.
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Level of know~how in society

The entrepreneur has been emphasizeéd in the preceding section as being
~central to Higher productivity. The emphasis is not undue. However,
~ given that workers are the prime agents of production, their level
of education, training and technical knowledge has a significant impact
upon productivity. These three tend to make workers trainable and
moré adaptable to new téchnologies and techniques of prodvction. A
largely illiterate or semi-illiterate population is not good material
for modern prodiuction of goods or provision of services except where
division of 1labour has made jobs simple, mechanical and repetitive
.a8 in mines.

Plant, machinery and equipment

For production to take place not only people, b»ut non-human
“resources, should also be available. Modern production in -all sectors
: require machinery, equipment, tools and plant. These have to be
availahle in adequate quantities be of good gquality and in good running
conditions,

Productivity in Tanzania

The state of productivity in Tapzania has heen affected by several
factors which have no direct connection with either entrepreneurial
‘capability or internal policies pursued by the Government or Party.
The following factors have played a leading role:-

(a) In 1974 there occured the first oil shock. The ecoﬁomy found
itself using over 60 per cent of its fcreign exchange earnings
to import petroleum and petroleum products. As the économy
is heavily dependent upon imported inputs, a sharp rise in
foreign exchange expenditure on cne item tends to. starve
importation of others. As a result other sectors were forced
to work helow their installed capacity, enterprises in the
manulacturing sector in particular.

{b) To aggravate an already grave situation created by the  oil
shook was the sharp deterioration of terms of trade punctuated
by the 1977 fall in prices of coffee and an additional increase
in oil prices in 1927C.

(c) the breaking up of the East African Community (EAC) in which
there were many joint ventures such as the railways, the
East African Airways, the telephone system, research and
other areas of co-operation, called for more expenditure
of foreign exchange to estaklish new ones. This implied
a diversion of foreign exchange to establish new ones away
from other sectors existing.
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(d) 1In 1972 the army of 1dd Amin Dada of Uganda invaded and annexed
the Kagera Salient. This meant more funds were . required
for the war effort.

(e) Climatic factors have also ceontributed significantly to low
productivity and economic problems presently faced by Tanzaunia.
The draught of 1974 led to massive importation of foodstuffs.

As a result of the events above, for ahout ten years before the
ERP I, (1976~1936) economic performance in Tanzania was low. For example
the GDP at 1978 prices grew at an average of 1.6 per cent per annum,
a8 cumulative decline of 12.3 per cent, over the ten year period.

As this growth was below the growth. of population, per capita

GDP dropped from Sh. 1,32&/= in 1976 to Sh. 1,164/= in 1986. By 1989
the figure had not reached the 1976 level as shown in Table IT below.

Table IX: Trend of GDP Per Capita for the Period - 1083-192¢

YE AR
Price usged 1976 1583 1284 16885 1884 1987 iges iegse
At current ,
prices: 1328 3194 3nes . 5221 6715  £Elz 12#1¢ 15265
At 1976

prices: 1328 1167 1171 1172 1181 1126 1103 1223.

Source: Economic Survey, 191%.

The low level of economic performance over a long period is linked
to low productivity in all sectors. Table III below shows the state
of productivity for nine sectors of the economy. The year 1980 is
taken to be the base year.
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Table I1I. Index of Productivity, 1980 - 1642

1889 181 1982 1683 1984 1985 1926 1987, 1988

1. Agriculture 160 102.5 97.8 104.5 132.6 139.2 136.0 142.2 149.1
2. Mineral 100 £5.% £1.1  71.9 1C&.3 90.4 77.5 00.8 75.8
3. Manufacturing - 100 2.2 75.2 71.9 73.5 67.6 63.7 65.9 69.0

4. Vatrer and

anergy 106 96.7 $2.1  77.3 79.2 £4.5 5.5 £6.% 90.6
5. Comstructien 100 3.3 92.2  57.2 106.3 1C3.8 139.4 135.4 149.3
6. Trade 100 98.4 1.6 £1.4 77.5 77.3 £5.0 87.9 8.8
7. Tramsport 106 89.4 £6.5 71.3 77.6 75.4 (2.6 70.3 7T4.4
£. Finance - © 160 87.2 €.l 77.4 S4.7 91.5 G69.5 $0.6 £9.9
¢. Administration 100  §9.3 93.3  87.4 83,0 73.7 7i.7 71.9 73.7
Total Average S 168 95,0 90.0  £4.1 94.0 90.6 £€7.9 89.9 93,1

Source: The Hational Productiviﬁy Souncil: Draft Productivity and
Operations Report for the Year Ended 30th June, 19589.

Agriculture, the most important sector of the economy accounted
for 3% per cent of the GDP in 1%76. In 1206 it accounted for 41 per
cent. During the period 1%76-1935 the sector's growrh was an average
of 1.4 per cent per annum. This sector provides around 2 per cent
of work opportunities with females predominating. In rural areas the
distribution is such that 90.1 per cent of males and $7.4 per cent
of females are in agriculture. In urban areas 73.0 per cent of women
are engaged in agriculture while the proportien of males is 30.7 per
cent.,

Bural production is of low technology. Only 1.2 per cent of the
rural labour force is engaged in occupations that involve craftsmanship
and machines. ©f the 1.2 per cent, women are only 7 per cent of the
entire labour force.

Labour Force Zkills

Educational levels of the labour force in Tanzania are wvery low
and yet modern production techniques which are of high productivity
require education and modern technology. Efforts by the government
to provide universal primdry education and education for self-reliance
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have not bred the degsired self-reliance. Even adult education has
only managed to produce the so called "KKK" i.e. Kusoma, Kuhesabu na
{luandika - the 3 Ks - reading, wvriting and arithmetic. The sitvation
is such that there are more literate males than females on the whole.
In urban areac only 16.¢ per cent of males had no formal education
while in rural areas the proportion stood at 5G.9 per cent. Around
5i.% per cent of the females in urban areas had no formal aducation
while 73.3% of females in rural areas had had no formal education.

Given the degree of illiteracy in the Tanzanian society, women
and rural women in particular, low productivity is 1likely to be an
iaberent phenomenon into some distant future.

Self-sufficiency in manpower

The longterm perspective plan 1964-1980 aimed at achieving self-
sufficiency in middle and high level manpower. It is c¢laimed that
by 1880, £0 per cent of the rarget had hbeen achieved. PBut shadows
of doubt linger over the claim as it appears inappropriately qualified
people were heading economic and other institutions. We thave had
extremes to the extent that infantry officers were given commercial
enterprises to manage while politicians were gpiven management of publie
enterprises. There seems to bhe a link bketween desire to achieve self-
sufficiency in manpower and decline in productivity.

I1T. EFFORTS BY THE LEADERSHIP OF TANZINTIA TO INCREASE PRODUCTIVITY

Institutions and productivity policy

Pealizing the inmportance of productivity, the Government adopted
the recommendation of Professor Turucr of the ILC by introducing the
Hational Wages policy in 1%67. Several institutions were estahlished
Lo assist in translating into reality the desire to iacrease productivity
in tke economy. These institutions include; -

* the Permarient Labour Tribupal (PLT), 1067;

* the Presidential Committee on Parastatal Crganisations (SCOPG);
* the Fational Institute for Productivity (IIP) 1274,

* the HFational Productivity Council {(¥PC), 1981,

Permanent Labour Tribunal (PLT)

The PLT was expected to perform the functions of an industrial
court and to encourage increases in productivity by registering voluntary
agreements. Collective agreements registered by the PLT as of 1967
were supposed to ahide by the following: -

(a) increases in wages and salaries were not to exceed 5 per
cent of the previous wage kill and not to cause layoffs or
a freeze in employment; '

o e e i L RS S R et an
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‘production should increase at least by 5 per cent for ‘wage

and salary increases to be effected;

wage and salary increases should not hinder maintenance and
expansion of enterprises;

gap between earnings of farmers and workers on the one hand
and between workers on the other, should be bridged.

Other institutions

(a)

(b)

(c)

The SCOPO was charged with regulating wages and salaries
of employeee in parastatals and maintaining reasonable mobility

. of workers between government and parastatal employees.

The WIP was established to provide consultancy services to
enterprises on management and to provide training in industrial
managerial skills " and to act as consultants on improvement
of productivity. ‘

The NHPC was designed to advice the government on incomes,
prices and preductivity improvement strategies. To enahble
it to do this effectively and comprebensively, its membership

, includes: the private sector (ATE); parastatals {(TAPC); the

Government; the trade uniom (JUWATA); the WIP; the PLT and
the SCCPG.

Later we shall see how institutional problems have arisen as a
result of the existence of several institutions dealing with the same
issues: productivity, wages and prices. : :

Vocational training and other policy measures

(a)

(b)

(c)

the Government has a 20 years plan for spreading vocational
training . to regional and district levels, The objective
is to impart knwoledge and skills.

There is mno clear policy regarding employment apart from
verbal declarations that all able bodied people should work.

‘The 1981 Party Guidelines merely went as far as defining

"work'". The Human Resource Deployment Act of 1983 came close

to grips. with the issue, but suffers from a multiplicity

of interpretations. The only policy which seems to be clear
is the one on ‘foreign employees”" which is masked behind
the slogan of 'self-sufficiency in middle and high level
manpower." Problems of productivity in non-wage employment
have not heen addressed at all.

Education for self-reliance has mnot succeeded as the
ruralfurban . exodus continues. Even youths in urban areas
shun manual self-employment and seek wage employment or petty-
trade.
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IV. PROBLEMS PREVALENT IN THE FORMAL, INFORMAL AND AGRICULTURAL SECTORS

Productivity problems of the formal sector

The formal sector in Tanzania has four main problems pertaining
to productivity.

(a) Cvert dependency of the economy

The formal sector, generally referred to as the modern sector
which employs workers and pays wages or salaries is overtly dependent
upon the world =economy. Enterprises in all sectors agriculture,
industry, " mining, fishing etc. are heavily dependent upon external
resources. The industrial i.e. manufacturing, mining and energy sectors
are highly import dependent. Production and hence productivity are
heavily dependent upon availability of foreign exchange. A study made
at the Ceneral Tyre E.A. Limited shows that unavailability of raw and
other -materials at factories has for the most part responsible for
low productivity. In the words of the study:

".... material and energy productivities happen to be in
a bad shape in General Tyre Company. In fact it may be
generalized that most manufacturing companies are in the
same boot as far as material and energy productivity
deterioration is concerned."2/

Eelated to the problem of dependency of the economy upon inputs
from abroad, is the problem of ever-increasing prices of these imported
inputs., They have tended to increase faster than ouvtput of domestic
products. As a ratio of output to inputs vhen expressed in money terms,
productivity has rconsequently tended to have a downward trend.

{b} Imstitutional role confiict

Institutions concerned with productivity have tended to conflict
ever several issues, particularly on implementation of the Hational
Policy on Productivity, Incomes and Prices. Since 1997 commercial
parastatal organizations were allowed to work out their own salary
structures in accordance with ability to pay. Management of an
enterprise agrees with its employees via JUWATA, (the vorkers' union)
and the Doard of Directors approves the salary structure. The problem
arises as the parent ministry, parent corporation and SCOPC have the
prerogative of quashing the ilational Policy on Productivity, Incomes
and Prices. To illustrate this, a case of Kilomhero Sugar Company
ig used. '

2/ With scarce foreign exchange, purchases of industrial and
agricultural inputs has been at low levels over years. As a result
manufacturing enterprises have heen working at low capacities. As
a consequence, labour productivity has heen low in almost all
enterprises. Table IV below indicates this situation.



Table IV: Production Situation in Jome industries, 19A5/97
Production Capacity
Type of Product Measurement 1885 /F7-1%27/0R Utilization

In % 1927/7%

COnoyUr LEF GoCD

Beer ......uen.n. million litres ... 5%.3..53.1... 46,5
Cigarettes ...... million packers .. 2.5,, 2.8... 2¢.2
Shoes ........... million pairs .... 1.06.. D.5. .. 3.4
Cooking oil ..... tens 000 ... ... 2.4.. 5.5... 15.7
AP vivvrnnnran. tonz ‘Q0G ....,... 102,192, .. ih,
Soft drinks ..... million m2 ....... 43.3..3%.1. .. 19.6
CTHER GoCDS

Alluminium products tons 000 ... .. TLEL. 201, 23.3
Cement .......... - 7 e ae e 508.2,.514.0.. CH |
Fertilizer ...... - - e . 37.%.. 2G.2.. 1.1
Fishnets ........ - - e e 72.6.0.131.¢.. 3.5
Petroleum products - " - e LE67.0..583.G.. 77.7
Iron/Gteel produccs - . e L. 1204, 41.5
Hides/Skins ...... square feet ...... 2.7.. 3.1.. 11.3
Sacks ...l millions ......... 5.7.. L.%.. 48.06
Battery vehicles . OO0 L. 2.5.. 26.2.. 52.4
Tyre and tubes ... TOOO L e e 225.3,.2%8,7,. 55.5

Source: PRole of PFinsncial TInstiturions in  T¢

anzania Econcmy by lr.
Juma Y. HMHwapachu, Producers Seminar organized hy O, (the
ruling party) 3-5 May, 1OKOQ. IFH. Dar es Ffalaam.

Case of Kilowmbero Subar iombany.

Follewing CGovermmen® decision that commercial parastatale sghould
draw up their own sgsalary structures hearing in mind aiai].ity o pav,
the management of Xolombero Sugar Company drew up a salary structure
which was accepted’ by workers and approved by the Board of Direcrors
of the Company. The Cowupany had the ability to pay. Inspite of this,
the parent corporation SUDECT and parent ministry, KILiRO with 5COPC’s
tacit support. quashed the agreement at enterprise level and the decision
of the Eoard. They decided to linearize wages and salaries for the
industry so that all workers are paid “service salaries and wages"
applicable to non-commercial parascatals.
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JUUATA  {the Yeorters' Unicn} an® the Filomhero social partoers
{i.e. managen=nt and workers} argued that wvorkers at ¥ilombhero he paid
nore as they ha surpassed their target hky 270 tons (1707/f% output
was 52,500 toans while din IR00/+% and attendes by representatives from
SULESE, Kilombero, F¥ilims and JUWATA nocoder the chaivmanship of the
SCOPT Thairwmen, it was agreed rhat Kilomhere worbers should ke paid
the salary/wages preoposed hy management and aprroved hy the Beard of
Livectors of the Jompany. Hewever, iuplementacion of rthis basic right
itas mnot heen ore. The case has heen sent to the President of the
United Republic of Tanzaria even after PLT ruled in favour of worrers.

o

The Kilomhbero case is special one in thtat management seels Lo
motivate workers to werk, an important enftreprencurial function.  Bufr
several enterprises dc¢ not have manapers whe have taken the trouhble
to understand and irnlement the Hational Policy on Productivity, Incomes
and VWages. Yhen this management apathy towards the Policy is hlended
with insritutional vrole conflict as illustrated above, productivity
is seriously impeded.

(¢} FEconomic infrastructurs

Inadequancy of econonic infrastructure is a serious impediment

to productivity, Transport. communicatior, storage farilities, energy
probiems and availability «f wrater for industrial uses are instances
of inadequacy of econoemic infrastructure. Even the LFP II and the

Second Five Year Developmeni Plar recogninze this *to the extent that
rehatilitatior of roads, railways, storape Tacilities and pover have
heen emphasized,

Inadequacy of entrepreneurshin

e stated coarlier that cntreprencurs have a pivotal role in bringing
+

abtout bkigher productivity. Depentdency of the aronomy upon imported
inputs, medicines and snares tends to excperate nanagement of public
enterprises from the enrire Dhlame for low productivity. However

evidence of inadequacy of entrepreneurskir is to be found in the Failure
of pubklic enter:

sises vhere oriwviate enterpriscs btave succeedad. MHany
parastatal bosses were either civil servantrs or politicians with no

hackgrouns? din management. fome have proved to he unconcerned wirk
the rzal ranagement prollems of pnhlic enterprises. Cases in mind

are the Tanzania Larbours Authority and the Tanzania Elimun Supplies
{TES} which were the second an' third in the list of leading public
enterprises uvheve thefts are highest. Thke TIS was greatly assisted
by CIDA to provide educational requirements for schools. Put tofate
it is in serious troukle, failing even tc pay mon*tly salaries to its
emplovees.
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(d) Improper pricing

Most commodities and services sold by public enterprises were
subject to price control. Unfortunately the control in prices done
with the intention of checking inflation, often put prices helow costs.
Cases are the lMational Bus Service (I'BS), known as KAMATA and the City

Transport Service {(UDA). Fares for these transport companies were
controlled by the government well below costs. As suck they could
not defray their running costs by themselves. . Later they were told
to be independent and self-financing. Such enterprises have great
problems.

(e) Lou pay

Hages and salaries in Tanzania are miserabkly low. By 1989 wages
and salaries were providing less than one fifth of the purchasing power
of the 1%70s. Amounts paid by the Government to its employees as wages
and salaries (wage-hill) have been declining steadily and the purchasing
power of workers has continued to be eroded. The government wage-bill
excluding wages and salaries for regions has been as follows:

1975/76 1930/61 1ees/h6 1256/87 1987/88 1988789

3.76 37.4 19.4 15.2 © 15.6 14.0

Source: Tanzania Public Expenditure Review vol. II, page 256,

If debt servicing is included, the percentages becomes even lower.
It should however bhe remembered that witbin the wage-bill there are
ghost workers. A recent census revealed that the -Central CGovernment
had 7,606 ghost workers while the 1local Government., had 20,4G0 such
workers. The decrease in the proportion that goes to workers has been
compounded by the decrease in purchasing power. A World BRank Report
underscores this thus:

".... it is quite true that pay has fallen to such a degree
thar productivity of government employees has ‘been adversely
affected."3/

3/  Tanzania Public Expenditure Review, May 1907, p.49,
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Table V below indicates the situation even more vividly by showing
the money wages, value of money wages at 1975 prices and what should
have been the money wages for the years 1380 to 1989,

Table V: Minimum WVage Real Minimum Wage and Required Money

| , _ WHAT SHCULD
YEAR MOREY WAGE REAL WAGE BAVE BEEP THE
MONEY WAGE

1980 450 386. 8 725.1¢
1981 600 T 386,88 1176.60
1382 600 265,30 - ' 1523.40
1983 . 600 232.50 ¢ 1635.00
1684 : £10 248,91 3557.52
1685 = - 810 1£26.7¢ 4741.74
1086 i1e 141,02 6279.12
1687 1260 (1055) 194,54 12693.24
102¢ 1260 (1370) 142,30 16652.16
198¢ 126¢ (2075) 114.03 21648 .06

Source: Second Five Year Development Plan Book II¥: Manpower

Effects of low pay upon productivity are again explained by the
World Bank report thus:-

(i) Government employees do not devote all their working time
to their official employment. They do other activities to
top-up their low pay. Absenteeism, moonlighting and seeking

gains from official positions become common. These being
delays, deliherate or otherwise.

(ii) Government employees are tempted to seek financial compensation
within the official system by initiating or soliciting
unwarranted mission travel, etc. In this way time at work

is reduced,
(f) Underfunding and under-capitalization

Most government institutions and departments are underfunded,
Gften budgetary allocations are far less than what 1is asked for |34
institutions and departments. We bave thus had teachers without teaching
materials, hospitals without drugs, agricultural extension workers
without demonstration kits and without transport, rocad maintenance
teams equipment etc.
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Structure of poverarent and akility to pay highler wapes/salaries
ing structure . of ap orgenizavion has a bearing upon its
costs. tn expensive structure will tend fo have more costs. This
gseems to he ¢ case with Tarzania. In 1%7Z the decentralized structure
was urndertaken, Tte ohjective was to '"take services closer to the
pecple and have decisiorn-maling close o them. I'nfortunately in the

process 2{ ministerial positions in the name of "Pegional Commissioners"
were created and 20 ‘principal secretaries" in the name of PPDs were
created. toc with all that goes with such kigh posts in terms of
subordinate staff and other requirements. This greatly expanded the
public. wage b»ill, ma%ing upuvard wage ans salary adjustments difficult
as revenues grew at 1§ per cent per annum. By the financial year 1974/75
the government began to experience a budget deficit.

Producrivity problems in the informal sector

The inform n] sector which developed as a concept first in Kenya
in the 197Gs has of lare received much attention.

The sector seems to have the potential to provide a solution,
to the vnemployment problem in Tanzania. Lowever, the informal sector
has had several problems ir Tanzarnia. Scme of the main prcblems of
this sector ares-

{a) Legal: informal sector enterprices are mot registered according
to law; they do not pay apy taxes and have bardly any standards

regarding their products and cenditions of employment. In’
the lignt of this, the secror has tended to face the problem
of acceptability. tften it has bheen an otject of local

government attacks in urban centers, Dar es Salaam 1in
particular.

() Financial: The informal secror is ﬂpnstrained ty inadequate
capital. Star:ing an irformal business requires money which
tanks are ugually unwilling to provide. People who have
established themselves in the informal secter normally spend
several years accumulating capital.

(¢} Skills:  Another problem in the informal sector is the
deficiency of stills. These in skill-intensive jobs take
a lopger period to estahlish themselves. This is so because

"skill acquisition is not organizes and hence not easy. Cne
kas to push through by personal initiative, trial and error
techniques and a pound of luck. This prohlem is ever mnecre
serious ir a society where levels cf education are low. We
saw earlier that universal primary education and education
for self-reliance have not achieved much and adult education
has tended to produce the Ytripple~¥ graduates - KUSOMA,
KURESABU BiA KUAIBIKAT {the 3Ks).
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{1 Teeknologv: [ “ourth. preblem of the informal secter is the

availtakilicy of teols, equibment and work-space for the
relagively high toechnical jobs. “he problem of lack of, or
inaceguare tocls is, hovever. ‘teing eased especially since

the trade likeralizetion policy. A preblem which still
persists is financial capazity to purchase tools and equipment
giver rbe prevailing &high prices. This 1is aggravated by

deficient financial resources and everrising prices.

{e). Gender btiases: Another pronlem of productivity in the informal
srctor is related te tie wpredominance of women in the sector.
In urbhan areas, women account for eround 70 per cent of
infornal secrtor/operators. The rate of literacy amonp women
in urbap zreas is lower than that of men with 51.7 per cent
of urban females having »ad no formal educafion. Their jobs
are consequently in arcas that neced little skills and hence
low oprocductivity. For example, 73 per cent of all arban
vomen are engaged in apriculturs where primitive tools are
used with fev inputs. Under such circumstances of high
illiteracy amecngsi fermales productivity is certainly bound
to he low.

Froductivity problems prevalent in the agricultural sector

The agricultural gector in Tanzania 1is Geset Ly a multiplicity
of problems. The prircipal ones are: =envirommental, low technology,
rudimentary production techingues, low shill levels and difficult access
to land.

{a) PEnvironmental

Arriculture irn Trozenia dn prodeminently Jovendent upon rainfall.
A truism is that without water the situation becomes a hopeless omne.
Painfall failure ir any vyear 1is disastrous. Ivoughts in recent years
have proved this as they brought production and productivity almost
to zero in areas surh as Lindi, ltwara, iasasi and Singida.

{h) Low production technigues in the agricultural secter

The majority cf peeple are in rural areas where around &0 per
cent of all jobs are located. iiost of rhe yural labour force are women
vho are predopinatiy illiterate. They thevefore lack many slills
requires for improving profuctivity. In aclitiocn, they face difficulties
acquiring hetter tools, eguipment ant credit.

These problerms are compounded by the faci that the rural population
are predominantly self-employed with 72.3 per cent on own account and
21.3 per cent in some family work. In urban areas 73 percent cf all
women are engaged in sore form of agricultural activity,.
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(c) Marketing of agricultural products

Production is meaningless if what is . produced does not get to
the market. The agricultural sector in Tanzania suffers from this.
Transportation is a major constraint. People in rural areas produce,
but they do not get their products bought and transported in time.
This greatly hampers their capacity to increase their incomes and
productivity,

Related tb'marketing is the problem of storage. Storage capacity
i1s inadequate in many parts of the country and reports of crops rotting
in the field are commen in the mass media. If the transport proktlem
iz solived, the storape problem will be reduced significantly.

[

Workers in estates and plantationq

Workers in plantations and estates are faced with several problems
wkich tend te reduce their productivity. Some of the major problems
are discussed below. ’

(a} Housing

Most workers in large plantations live in very poor housing
conditions Research done by JUWATA-ILO in 1988/1909 in four plantations
Kilombero, Karimi, Lugongo and Kitisa substantiate this. In many cases
households of up to 12 people of different ages and sex were found
living in one room.

(b) Sanitary conditions and health

Most workers in plantations and estates live under poor sanitary
conditions. Pit latrines for example, are shared by several households,
They are often not clean. As a result diseases such as: diarrhea,
malaria, dysentry, hronchial pneumonia, eve diseases, coughing,

bilharzia, are widespread. These affect workers' productivity.
(¢} Inadequate salary and wages

tiost worlers in plantations are given wages which do not enahle
them to subsist. Cf the women interviewed in Kilomhero, Karimi, Kitisga
and Lugongo estates, %0 per cent replied that salaries of their husbands
were not enough to feed their families for one month. As a result
workers  and  their families were given plots of  land by
estates/plantations so that they could grow crops to supplement the
low wages they were paic. :This is a case where votkers pay themselves
to work for their employer! “Productivity under such circumstances
cannot be high.
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(d) Childcare
Facilities for childcare in estates and plantations are inadequate.
Often’ working women have to carry their children on their bhacks while

working im the field. This greatly reduces their ability to work
effectively and productively.

V.  MEASURES TO‘INCREASE'PRODUCTIVTTY

Measures to remcve constraints which reduce productivity fall
in four main areas, namely:-~ :

* those related to the macro-economic set up;
# those velated to the formal sector;
* those reiated to the informal sector; and

* those related to the agricultural secisr.

Macro-economic measures to effect kigher productivity
Macro economic measures which should be undertaken involve the following:

(2) Improving existing economic infrastructure and expanding

inte new areas. Existing roads have to be improved and new
ones constructed. Existing railway systems have to be used
effectively and efficiently. Storage capacity has to be
increased,

(b) Removing monetary and fiscal policies that create rigidities
and liguidity problems to firms. A case in mind is the 0CL
and the 100 per cent cash cover that existed until June 1900.
Such policies inhibit production. The 199¢/91 budget appears
to have adcdressed itself to these prohlems.

{c) The Governmert should encourage enterperises to hegin producing
goods whick are imported, especially spares and raw materials
that can be produced,

(d) The present price de-control sbould be applied to public
enterprises g¢o that they are free to charge more realistic
prices, Cases of low prices sucht as UDA and KAMATA fares
should be avoide.d,

Mess.. 28 to improve productivity in the formal sector

{(a) Entreprencurship which is the pivot of success in any

enterprises must be improved. Managers who do not show
effectiveness should he weeded out soon rather than wait
until public enterprises are about to collapse. This is

an important pre-condition to raising productivity levels.

TR TARD: S A ok o A
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The Mational Peolicy on Productivity, Income and Prices should
be left to the social partners -workers and employers - to
implement without government intervention. Institutions
created in the past to enhance productivity should be
rationalised to reduce institutional role-conflict.

Working conditions in estates and plantations should be looked
into more closely with a view to improving the lot of workers.
Areas'of concentration should be housing; sanitary conditions;
water supply and health care; wages policy and childcare
services. Recommendations of the Kimiti Report that looked
into estates and plantations’ should be implemented more
rigorously. The present efforts being made by the World
Food Programme in the sisal plantations are very welcome.

Culture of consensus: Economic progress is not tenable without
democracy. in this regard, trade union rights have to be
recognized by governments and employers in the light of the
principles wupon which the ILO was founded and the 1944
reaffirmation of the Declaration of Philadelphia. These
demand that the following be done:-

(i) The goverrment at natiomnal level should consult workers

(i

directly or through their trade wunions on social and
economic decisions that affect the situation of workers
in particular, and the entire natiomn in general.

i) The nolicy of workers' participation at enterprise level

should be enforced more rigourocusly in order to: increase
productivity; check on the wave of large-scale thefts
in public corporations and the extravagance of managers.
The current resistance to workers' participation by
certain members of management of parastatal organizations
is determental to the success of parastatals and serves
to create an atmosphere of mutual mistrust and strained
industrial relations,

Measures to improve productivity in the informal sector. To

increase

should he

(a)

productivity in the informal sector the following measures
considered:-

Providing skills to the many school leavers entering the
labour force. Skills so provided should be in those areas
which meet the needs of employers. The current 20 year Plan
of the Vocational Training Division which seeks to set up
one vocational training centre in each region and district
is a step in the right direction.

A
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(b)

{e)

(£)

Informai sector operators should be allowed greater access
to improve. Tools and equipment prices for these should
be controlled =t reasonable levels whick would be affordable.
Government fiscal policy would have to he adjusted to meet
this need.

Credit for financing of informal sector ventures has to he
organized so that groups of people or individuals who want
to set up enterprises can be assisted to so more easily.

Xnowledge about co-operatives should be disseminated more
widely so that people ger te knovw the advantages of

" co-operation. The erstwhile trade union of Tanzania, NUTA,

did a splerdid job by setting up the "Gerezan complex,"” the
forerunner of SIDC; and TAMECT, a successful producers co-
operative vhose employees are co-operators.

Production in the informal sector should be linked to the
national efforts of reducing imports. For example such efforts
as these bheing made in Kinondoni to produce motor vehicle
shock-absorbers should be encouraged by govermment.

The surest way to failure is to threaten and harass the
informal sector the way it kas been dome in the past especially
by the City Authorities of Dar es Salaam.

Vith some 390,00C people annually entering the labour force
and the formal sector capable of ewrploying only 41,174 the
importance of the informal sector is a transparent reality
indeed.

Mezsures to improve productivity in the agricultural sector

Measures to effect productivity increases in the agricultural
sector include the following:-

{a)

fain)
i
Nt

{c)

Increasingly bringing more acreage under cultivation and
irrigation. Current efforts by the government as exemplified
by PRUBADA, Lover lMNoshi project are steps in the right
direction.

inputs, equipment and tools should be made more readily
available to peasant farmers. Taxes on these inputs whether
imported or domestically produced, should bhe minimal. The
decision not to tax tractors is a move in the right direction.

tiarketing of crops should be improved hy easing bottlenecks
and doing away with the policy of confinement. Payment to
farmers should ke provwpt.
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{(d) Education should be improved: in terms of quality so that
more people receive the type of education that would enable
them to organize themselves better for production.
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