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The Small Scale Industry Sector in Tanzania 

A Review 

M.S.D. Bagachwa* 
I N T R O D U C T I O N 

Recent concern for tfie slow growth in industrial employment and the lag in 
uraldevelopmenthas revived interest in the role of small scale industry in the 

economic development of Tanzania. 
There are a number of reasons why the small scale industry (SSI) sector is 

considered as a potential force in the economic development of Tanzania. 
First, from the basic needs point of view, formal and informal small scale 
production provide a wide range of basic goods and services which are less 
costly and hence more suited to the needs of the less affluent segments of the 
population. Second, and closely related to the above point, there is enough 
evidence suggesting that the majority of the urban poor derive their incomes 
from such small scale activities, either through the sale of products or by wages 
(through increased employment). Third, is the wide belief that since small 
scale industries and more labour intensive and could be more geographically 
dispersed than large scale industries (LSI), their promotion wi l l induce 
employment absorption and an improved regional and vertical distribution of 
income. Fourth, their locational flexibility and bias towards domestic resource 
needs make them easily accessible to local entrepreneurs and facilitate the 
development of indigenous technological capabilities. Lastly, in the Tanzanian 
context and in terms of self-reliance and building from bottom up a SSI 
strategy contributes to the Ujamaa pattern of socialist development. 

The development, therefore, of an SSI sector may be a prerequisite to 
combating problems arising from rural and urban unemployment, inequality 
and poverty. 

L^espite current government initiatives to establish, develop and promote SSI 
through the Small Scale Industry Organisation (SIDO) very little is known 
about the size, structure and performance of the SSI sector in Tanzania. This 
paper views briefly the scanty evidence concerning the size, structure and 
performance of the SSI sector in Tanzania. 

S I Z E A N D S T R U C T U R E O F T H E S M A L L S C A L E I N D U S T R Y 
S E C T O R 

T h e Overa l l Employment Structure 
Estnuates of the relative magnitude in terms of employment or output of the 

SSI sector in Tanzania is made difficult by the general underdeveloped 
statistics in the country. Small and artisanal firms are largely unregistered and 
hence not covered in most industrial surveys and other official statistics. 
Confusion also arises due to the arbitrariness and inconsistent use of cut-off 
points employed by various official sources. Although the number of persons 
employed is the most commonly used size criteria, the term 'small scale' is 
applied variously to establishments with less than 50 or at times, 5 workers 

The National Accr-unts, for instance, provide a figure for Manufacturing and 
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Handicrafts. This is composed of three parts: Manufacturing which covers 
firms which 10 or more workers; an estimate for small scale production which 
covers 5-10 workers; and an estimate for handicrafts which covers firms with 
less than 5 workers. On the other hand the Survey of Industrial Production 
covers 'Large Scale Firms' employing 10 or more persons. The new SIDO 
Survey of small industries includes firms with up to 50 workers but seems to 
partially cover activities with fewer than 10 workers. The following analysis 
should, therefore be interpreted with caution bearing in mind such 
inconsistencies, uncomparability and scanty data problems plus other 
conceptual and measurement difficulties'. 

Table 1 presents estimates of the structure of manufacturing employment 
for Tanzania, The large scale industry sector is composed of registered firms 
employing more than 50 persons each. Small scale industry sector firms fall 
into two categories: registered factory units which employ 10-49 workers and 
are covered by the Factory Act, and artisanal or non-factory units which 
employ less than 10 persons. Artisanal establishments are informally organised 
with heavy reliance on family and apprentice labour input. The Handicraft 
sector (HS) is composed of traditional craftsmen and operates mainly on self-
employment basis. 

Employment figures for the artisanal (non-factory) establishments are based 
on the 1967 arti.sanal survey and the 1977-78 SIDO small scale industry census. 
Coverage, particularly at the lower end, is undoubtedly incomplete. This is . 
particularly so with the SIDO cen.sus results which show that an average non-
factory unit engages 7 persons. This figure compares unfavourably with other 
nrevious estimates. In a study of small scale and crafts units in urban Tanzania, 
Scadler found out that the average small scale unit employed 3.3 persons'. 
Using 1975 data from the Ministry of Labour files, Phillips found that the 
average artisanal firm in Tanzainaengaged 2.6workers,''Other informal sector 
survey studies reveal that the average artisanal enterprise in Arusha and Dar 
es Salaam regions engage 3 and 4 persons respectively.'' 

T A B L E 1: S T R U C T U R E O F M A N U F A C T U R I N G E M P L O Y M E N T F O R 
T A N Z A N I A 

1967 1978 

Employ 
ment 

% of Total Employ 
ment 

% of Total 

Large Scale Firms 
(Over 50 persons) 34.500 36.6 51,185 37,50 

Small Scale Factory Units 
(10-49 persons) 6,200 6.6 30,031 22.00 

Small Scale Non-Factory 
Artisanal Units 

(1-9 persons) 1,300 1.4 23,253 17.00 
Handicrafts 52.200 55.4 31,824 23.50 

Total Manufacturing 
Labour force 

94.200 100 136,293 100 
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SOURCES: (1967 figures): United Republic of Tanzania (URT), Population 
Census (1967; Survey of Employment and Earnings, 1967. 

(1978 figures): URT, The Economic Surveys 1978; SIDO, The 1977/78 Smal' 
Scale Industry Census. 

The 1967 figure for handicraft is less reliable; it is entered as a residual, the 
difference between the 1967population census data and that reported by the 
manufacturing surveys. The corresponding figure for 1978 is based on the 
actual SIDO census count. Unfortunately, there are no comparative data for 
1974, the year in which SSI are observed to have declined. 

The apparent picture emerging from Table 1 is that small scale factory, non-
factory artisanal and handicraft units employing less than 50 persons are the 
largest employers in the manufacturing sector accounting for ^ver 60% of the 
total manufacturing employment. 

However, the prommence of non-factory and handicraft units in small scale 
enterprise employment and the relatively low share of small factories in the 
overall registered manufacturing employment suggest that Tanzania is still 
largely an agrarian economy with an underdeveloped industrial structure. The 
data is also indicative of the dual character of the economy: small artisanal and 
traditional (informal) activities coexist wi th modern large scale (formal) units. 
Furthermore, as Steel contends, the concentration of employment in the small 
scale sector may indicate that small firms posses a comparative advantage in 
the economic environment of mos'. African countries." In the absence of 
comprehensive income and value added statistics, the employment structure 
revealed by table 1 indicates that SSI activities are quantitatively an improtant 
component of the Tanzanian economy. 

The shares of small scale factory and artisanal activities in the total 
employment show significant increases over *he decade (from 6.6% and 1.4% 
in 1967 to 22% and 17% in 1978 respectively). As expected, the size of the 
handicraft sector declined by 32% over the period in question as Tanzania 
began to industrialise. The relative deterioration of the handicraft sector is 
mainly attributed to the rapid increase in the factory and non-factory 
employment. The simuhaneous rapid increase in the small scale fattory and 

artisanal activities indicate that neither is growing at the expense of the other. 
The possible implication of this is that both subsectors produce goods that do 
not complete severely but complement each other. Tke relative slow growth in 
the she e of employment of the scale sector, on the other hand, indicates the 
limited capacity of this sector to increase substancially labour absorption 
potential. 

Subsec tua l Distribution off Employment 
At the subsectoral level, the employment structure of the small scale sector 

is consistently dominated by the clothing and wood-based activities (Table 2). 
Clothing apparel, leather and furniture manufacturing account for over 50% of 
total small scale employment. Numerically, these light consumers activities 
account for the bulk (more than 50%) of the total establishments in the SSI 
sector. 

The clothing industry alone seem to predominate and accounts for onp thi^H 
of the total employment tn the SSI sector. The predominant poio^^^ 
clothmg industry >s possibly explained by its flexibility characterised bv 

activities Initial capital investment is relatively low, consisting mainly of I 
manual sewing machine or rented tailoring equipment. These acdvities also do 
not require complicated working premises. Furthermore, the Dar es Sakar^ 
nformal sector survey revealed that the clothing industry has a high labour 

turnover which constitute a reserve of potential entrants into the industry The 

o n l L f 1 " ' ° ' '^^^"^^ °^ ^ - "^ employer/employed contractual arrangements. ^ 

o o \o 
00 o 
^ 00 Cn ^ 
CD C/) H C/) ^ 

o 
3 -

00 

O 
00 

01 • 
a. 
c 
s 

03 
3 

tn O 

3 
< 
o 

o o o a. 

u> b 

0\ 

s: 
01 

o 

00 

O 

CI 
•O 

IsJ 

^ Q o o a 
8° 
c 

io 

3 

> 
•o •o n 
8) 

3̂ ^ 

3 0=. 

3 
T3 
O 

3 
n a) 

o „ 

a- o _ 

O OJ 

5) 



94 
Secondly, while apprentice labour input was observed to be signiticant,.the 

apprenticeship period was the lowest. As a result, an exodus of apprentices 
who leave to establish their own working units was noted. 

On the demand side, tailoring and shoe-making activities produce fast 
movmg Items, particularly h e c a u « most of the entreprenuers are also involved 
in cloth and shoe repair as a secondary occupation.^ There is also the question 
of tastes and preferences. By devoting special attention to design and careful 
selection of high quality material ttie small scale tailor oi shoe maker can 
always produce a higher grade product than the standardised garments or 
shoes of the formal manufacturing firms. 

Government policy in the form of price control or ready-made formal 
garments may also have reduced significantly the margins of the formal 
garments manufacturers. As a result and since tailoring charges are not 

otfiCiidlly monitored, many formal firms may have switched to informal small 
scale tailoring activities. 

The evidence drawn from Tanzania is consistent with evidence from Ivory 
Coast and Colombia in whijch clothing activities appear as the largest small 
scale industry." 

The numerical position and significance of small scale wood based activities 
as the second largest employer can largely be explained by demand conditions. 
In particular, the demand for furniture appears to be an expression of a rising 
standard of living. Such a demand normally calls for. diversity and flexibility 
(in the form of design, decorative value product elaboration etc.) which can be 
met more easily by specialised small factories. 

Thus, despite the fact that ease of entry seems to be limited by such barriers 
as a lengthy process of skill information and a relatively h igh initial capital 
requirements, consumer demand conditions (state and preferences).ct:tweigh 
such consideration.^ 

Another group of small scale activities consists of metal product 
manufacturers. This subsector is^heterogenous, ranging from traditional 
blacksmithing to modern welding and fabrication of metal products essentially 
for household consumption.'" 

Vehicle repair and.food manufacturing are the other components of the SSI 
sector. Food manufacturing is dominated by grain milling and bread baking 
activities, particularly in the urban areas. The food subsector employs about 
6% of the total employment in the SSI sector. As page points out, unlike other 
small scale manufacturing activities, vehicle repair appear to reflect 
substantial complementarity between the small scale and large scale sectors of 
the economy." 

Spat ia l Distribution of S S I 
The spatial pattern of industry, and manufacturing in particular, is important 
for inferences on regional employment and income distribution. Table 3 gives 
a rough indication of the spatial distribution of small scale non-factory units in 
different regions of Tanzania. Although the data is not sufficiently comparable 
due to different sources, coverage, and methodologies, the general trend is 
obvious. 

The general picture emerging from Table 3 is that, over time, there has been 
a higher degree of small scale industrial spatial concentration in the seven 

regions of Tanzania, These regions, Dar es Salaam, Coast, Morogoro 
Kilimanjaro, Mwanza, Tanga and Arusha, accounted for 3/5, 4/5 and 2/5 of the 
total number of scale factories in Tanzania for 1967, 1975 and 1978 respectively 
The 7 regions (out of a total of 20 regions) account for almost 75% of the total 
small scale factory employment in Tanzania Mainland. 

T A B L E 3: R E G I O N A L D I S T R I B U T I O N O F I N D U S T R I E S IN 

S M A L L SCALE FACTORIES LARGE SCALE 

REGION 
INDUSTRIES 

1967 
%.of 

Establish 

1974 
% o f 

Establish 

1978a 
% o f 
Establish 

1978a 
% o f 
Employ 

1974 
,%of 
Establish 

1978b 
% o f 
Establish 

.ments ments ments ment ments ments 

Dar es Salaam 
Coast 
Morogoro 
Kilimanjaro 
Mwanza 
Tanga 
Arusha 
Kagera 
Mbeya 
Shinyanga 
Tabora 
Mara 
Mtwara 
Ruvuma 
Lindi 
Dodoma 
Kigoma 
Singida 
Iringa 
Rukwa 

30.5 
n.a. 
5.5 
6:9 

10.8 
8.3 
4.3 
3.9 
6.8 

5.4 
2.8 
1.6 
0.9 
3.0 
4.9 
0.6 
0.3 
3.3 
n.a. 

32.4 
n.a. 
9.7 
8.5 
3.7 

15.8 
7.7 
2.4 
2.0 
1.2 
4.4 
1.2 
1.2 
0.4 
2.8 
0.4 
0.4 
0.8 
1.6 
n.a. 

26.3 
7.4 
5.9 

11.4 
6.0 
5.9 
3.8 
3.2 
1.7 
3.1 
2.2 
4.3 
3.8 
1.0 
5.1 
2.0 
3.3. 
1.5 
1.7 
1.4 

52.5 
4.6 
3.5 
6.4 
2.3 
4.3 
1.3 
1.7 
2.4 
3.6 
0.2 
3.3 
3.0 
0.5 
2.7 
2.0 
1.4 
1.6 
0.4 
0.7 

39.8 
1.6 

> 4.1 
6.4 

11.2 
11.6 
9.2 
2.4 
0.8 
3.6 
2.0 
2.4 
0.4 
0.3 

0.3 

3.6 

37.1 
0.6 
4.9 
6.3 
7.7 

12.0 
9.10 

1.1 
2.9 
4.3 
2.3 
2.0 
1.4 
0.3 
2.0 
2.0 

0.3" 
3.7 

Total 100 100 100 100 100 100 

SOURCES: 
1967, Schadler(1968); 
1974, URT, Survey of Industrial Production (1974) 
1978a, SIDO Census (1978); 
1978b, Directory of Industries (1979). 
n.a. = not available as the region was not yet established. 
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An interesting feature of the spatial character of industry in Tanzania is that 

6 of the 7 regions which are the host centres of the bulk of small factories also 
account for over 3/4 of the large scale establishments in the country. Moreover, 
within each of these regions most of the industrial establishments (small and 
large) are located in the respective regional capitals.'^ Dar es Salaam City alone 
accounts for almost 50% of the small scale industrial (factory and non-factory) 
units and 55% of the total SSI employment. At the same time, the city also 
accounts for more than 1/3 of the LSI establishments. 

The urban bias of small scale industries can be attributed to two major 
factors. First, like their large scale counterparts, SSI appear to be responsiveto 
the existing or emerging urban agglomeration economies. Urban localities 
offer a substantial array of infrastructural facilities wi th easier accessibility to 
industrial inputs (particularly imports) and more guaranteed markets than 
rural localities. Furthermore, the relatively higher urban per capita incomes 
and high urban population density permit a strong force of effective demand 

'Second is the SIDO industrial promotion policy which favours urban-based 
small scale establishments. A l l of the 20 planned SIDO industrial estates (one 
for each region) are located in the urban centres, t h e 20 industrial estates are 
expected to act as growth poles in their respective regions. Thus, despite the 
emphasis on rural industrialization envisaged by both The Second and Third 
Five Year Plans, the bulk of the funds earmarked for SSI development have: 
been spent on the urban projects. As the ILO report documents, between 1973 
and 1981 SIDO approved loans of more than TSh. 120 million for SSI 
development throughout the country. The report notes, however, that about 
73% of these funds went to urban areas." 

Perhaps, the rationale of the urban bias of LSI can be explained by the fact 
that emphasis on the regional dispersal of industry could impose heavy costs 
(resulting from absence of significant scale economies in the rural area) on a 
country with a small industrial base.'" However, it is difficult to justify the 
urban bias'bf SSI. 

Unfortunately, data on the structure of rural SSI are severely limited. 
Generally however the more traditional crafts such as potterv making, 
weavinj;, blacksmithing and mat-making assume prominence in the rural 
Supply based activities, particularly agricultural processing activities, grain 
milling and small scale brewing, also tend to be rural based. In the urban areas 
however, relatively more modern factories such as tailoring, vehicle repair 
furniture and carpentry predominate.'" 

The structure of employment may vary within similar firms in different 
localitie: Rweyemamu observes that rural SSI are characterised by a higher 
proportion of single person firms and predominance of unpaid (family) 
labour.'' Urban based small scale firms, on the other hand show a multiple 
employment structure (exceot for tailoring) wi th a high proportion of paid 

Jlabour and a significant proportion of apprentices". 

Growth of S S I activities 
It is difficult to determine the exact magnitude of the rate of expansion of 

the SSI sector in Tanzania. At the aggregate level, time series statistical data of 
changes in the structure of SSI are inconsistent and inadequately comparable. 
It is also difficult to make inferences of potential growth for each activity 
because there are no estimates of the income elasticities of demand for 

individual or group SSI products. The evidence available is thus based on 
fragmentary data from different sources. 

In brief, the general growth trend of SSI sector in Tanzania indicates a 
respectable performance between 1961-1966 followed by relative decline and 
stagnation fof a decade therefore and a recovery with growth from 1975 
onwards. The relative decline of SSI for the period 1967-75 as indicated by its 
falling real value added (Table 4) has been attributed largely to two factors: 
One is the emergence and rapid growth of large scale parastatals at the 
national level which seem to have pre-empted opportunities for small scale 
production. That fact is partly supported by the rapid rates of expansion of real 
value added of the large scale sector alongside declines in the SSI real value 
added (Table 4). The second reason is the uncertainty and risk elements within 
the private sector. Private investors might have reduced their investments in 
certain small scale projects for fear of being nationalised. ^.^ ^^^^..i^; 

TABLE 4: VALUE ADDED AND EMPLOYMEPlir IN 
MANUFACTURING INDUSTRY, 1965-1974 

Value Added, 1966 prices 
Tz. Shs. Million 1965 1966 1968 1970 1972 1974 

Total Manufacturing 446 525 119 716 850 900 
Large scale' 227 295 357 485 599 702 
Small s c a l e d j ^ . j . j , . 219 230 254 231 251 198 

Growth rates (%) 
Total Manufacturing — 17.7 6.8 6.5 8.4 1.4 
Large scale — 30.0 i l . 9 12.8 12.6 9.0 
Small scale — 5.0 0.0 -4.5 -1.0 -18.9 

SOURCE: ILO JASPA (1978) Table 3.1, p. 83. 
NOTES: 
1. Firms employing more than 10 workers. 
2. Residual = Total Manufacturing less large scale firms. 

There are indications however, that SSI activities have been experiencing an 
upward trend since 1974. Data from SIDO reveal that the number of factory; 
and non-factory units increased by 23% between 1978 and 1981; while SSI 
employment and real value added increased by 29% for the same period.'"The 
revival of SSI since 1974 can possibly be explained by (a) the severe foreign 
exchange crisis of 1974 which led to drastic reductions in consumer goods 
imports; (b) the rapid rate of inflation which reduced the real income of thei 
wage and salary earners and shifted their consumption towards lower quality 
small scale production; and (c) the promotion activities of SIDO.^" 

Although the available evidence indicates that aggregate employment and " 
output of the SSI sector have been increasing recently, given the heterogenous 
composition of this sector, it is important to know which activities have been 
growing fast or less. 
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Unfortunately, time series data for particular type of SSI activities are hard 

to find Thus, the only information available is episodic or anecdotal. Partial 
evidence is revealed by data on age distribution for a sample of SSI carried out 
recently in Arusha region. 1 he Arusna survey revealed that rapid expansion in 
the number of establishments while being of recent origin occured mainly in 
tailoring, carpentry and metal fabricating industries.^ Though not conclusive, 
these trends are reinforced by responses to queries seeking respondents' 
opinions concerning employment and output expansion of their firms. The 
responses show that tailoring and furniture manufacturing firms have 
experienced substancial expansion in output and employment. However, 
traditional crafts such as blacksmithing and pottery-making, while showing 
rather stable employment profile, have experienced declines in output. 

Linkages and Complimentarity between S S I and L S I 
Planned linkages or coni^nmentarity (m which a firm systematically uses 

the product of another as an input into its manufacturing operation) between 
small and large scale firms is an essential feature of a well-articulated 
industrial strateRV ,. _ 

However, since none of the input-output studies in 1 anzania explicity 
include small scale non-factory activities the exact magnitude of the linkage 
effects of SSI cannot be gauged. With respect to forward linkages from SSI to 
LSI where these activities provide intermediate or capital goods to LSI, the 
extent of contract sales or subcontracting can be used as a proxy measure for 
the degree of complimentarity of forward linkages." 

Even then the evidence on direct complementarity between SSI and LSI in 
lanzania is very sketchy. A few studies and surveys, including those by the 
World Bank, Phillips, Wangwe and Bagachwa, reveal the absence of 
substantial sales or subcontracting activities between small and large scale 
firms." As a result, severe competition and unnecessary product dublication Ls 
a common feature between small scale and large industries. 

There are indications, however, that backward linkages from SSI to LSI are 
more extensive than forward sales. Most of the small scale non-factory units 
covered in the Bagachwa study purchase a high proportion of their 
intermediate inputs from larger f i rms .However , the nature direction and 
exact magnitude of both forward and backward linkages is yet to be 
established. Indeed, this is one of the areas that need ot be intensively studied. 

R E S O U R C E U S E IN T H E S S I S E C T O R 

Employment Requirements 
A number of studies have analysed the employment ,'absorption capacity of 

the industrial sector in Tanzania. Most of these focus on comparison of 
aggregate capital labour ratio or its reciprocal across all industrial activities. 
The results ot such studies shoidd be.mterpretedwith caution." The general 
conclusion is that small scale firms (however defined) are consistently 
identified as more labour intensive lhan large.-'. But the diversity and 
heterogeneity of each industry group suggest that such a simple generalisation 
about resource use in SSI can be misleading. Within a single large scale 
industry, for instance, there might be a broader spectrum or products and 
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factor intensities at different levels of output. It is important therefore, to ' 
disaggregate each major industry as far as possible and to analyse resource 
needs between production units of different scale within the same industry 

Capi ta l Requirements 
Very little evidence exist on the efficiency (in the use of capital) of the SSI. 

Some authors, like Phillips and Bagachwa, use the output capital ratio to rank 
industries by their degree of efficiency." These studies report that SSI not only 
utilises more labour per unit of capital but also uses less capital per unit 
output, i.e, they are fairly efficient in their use of capital. Such an analyses 
however, .suffer from the conceptual and other measurement problems 
associated with capital stock mentioned earlier 

The Use of Domest ic Inputs 
Another important issue centres on the extent to which SSI can utilise 

domestic resources. A number of studies confirm that a higher proportion of 
total inputs used by SSI are dometically generated. Wangwe's study reveals 
that the local input content of rural SSI is on average over 85 per cent. His 
earlier study however, show that 60% of the large scale establishments 
sampled have an import input content exceeding 80 per cent.^^The study also 
cites SIDO's estimate of the import content of SSI as being 10% of the total 
raw material purchased; a negligible proportion. Other studies by 
Rweyemamu, Phillips and Bagachwa corroborate the above proposition that 
SSI firms tend to use a higher proportion of domestic resources than LSI 
proportion firms. The implication of this in terms of foreign exchange savings 
is obvious.-" 

Capacity Utilisation 
Underutilisation of capacity raises both the capital labour ratio and the 

capital output ratios for firms which adjusttheir labour input to changes in 
output.^" Idle capacity, therefore, represents wastes in economic resources and 
may reflect inefficiency in the use of resources. Unfortunately, very little 
evidence exists on the relative rates of capacity utilisation between large and' 
small firms. 

Table 5 presents estimates of the relative rates of, caoacitv utilisation 
between selected large parastatal (employing more tnari SO workers) and small 
scale (employing less than 50 persons) industrial categories. The data, though 
covering broad categories of industries indicate that although capacity 
utilisation levels vary across industries, underutilization of capacity is a 
rampant problem with both SSI and LSI . Most of the industries appear to be 
operating below 50% of their planned full capacity levels. 
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T A B L E &: C O M P A R A T I V E E S T I M A T E S O F C A P A C I T Y 
U T I L I Z A T I O N R A T E S IN S E L E C T E D I N D U S T R I E S (1981^ 

barge Scale . Small Scale 
(Parastatals) S!J«!i-'Jt«j.if.u*i,^«.«^!Si(i« aJf-

• , r :;.5Wqar>lo fWl! 311: . (j^ ,->•(;-• , 

•'̂ :- . ';l:toqsi3^ibi:Ja : ...... :,v : 
Wood Products ^"^^ *«>?5f 'SgttisD !c ti.-ru laq 59 
Food Manufacturing -sa:., -:n^fi2at if!:if::i>H vr t i / : 41 
Textile 8B Clothing • ' 4̂9 • 45 
Metal Fabrication 32 39 

;8c; nouiw ot jnslxa siiJ no aaifnso VMB; nuyJ-ioqmi fsriioijA 

In both SSI and LSI excess capacity has been mainly attributed to supply 
factors (e.g. shortages of raw materials and other interm.ediate inputs, water 
and electric interruptions, inachine breakdowns etc.). Supply factors affect 
almost 80% 01 the LSI firms and 70% of the SSI firms. In both sectors 
inadequacy of demand is a secondary factor.-^': ;v: 

;-w!i!V!>f'a;gf!Bd:>xs fTS'^^'J''; ;'?)'!onoo. • • i f i oqo iq 
Income f e n e r a t i o n 

In view of the magnitude of the employment generated by SSI and the 
recent rapid expansion of this sector one would expect that SSI provide an 
important source of income for both urban and rural households. Most of the 
studies on income distribution in Tanzania do not explicitly incorporate SSI in 
analysing the functional distribution of income. SSI are lumped together as 
'non-farm' activities in the rural areas or as informal sector activities in urban 
areas. Both the World Bank Study — based on the 1969 Household Budget 
Survey and the 1975 Pilot Survey — and the ILO/JASPA study based on 
National Accounts, indicate that over one-fifth of the total rural household 
income is accounted by non farm earnings, while informal sector earnings 
account for both one-quarter of the total urban household income.These are 
definitely significant proportions that need careful attention. '•)K;uia). ' 

In tenn,, of direct remuneration, the evidence available is .somewhat limited. 
Data on wage rages in the factory .sector are generally lacking. Data on tlie non-
factory units are also scanty probably relfecting the difficulties involved in 
estimating returns to factors of production in this sedor. Both the 31D0 survey 
and the Dar informal sector survey provide data on earnings of the paid 
employees only, while earnings of the self emi)loycd, unpaid family labour and 
apprentices are not captured. 

The Dar informal sector study records th.-n -m average regular worker in the 
registered non-factory unit receives about TShs. 538 while a casual v/orker 
receives Shs. 488 on average per month (exclusive of premiums and other 
fringe benefits). Even if wage premiums are taken info consideration, it seems 

.hat remuneration in the sector may be a little less or just about the minimum 
ivage' of TShs. 600 per month. The ILO report estimates an average monthly , 
remuneration (net value added per labour) of TShs, 586 and TShs. 695 for a 
ivorker in the factory unit for 1978 and 1981, respectively. Although this was 
ibout 35% higher than minimum wage in 1978, it was just 14% higher in 1981, 
Since the net value per labour would possibly be distributed among labour 
:apital and entrepreneurship it Ojipears that the self employed may have a 
remuneration equal or slightly higher than the minimum wage rate.-'̂  We may 
:onclude tentatively, therefore, that the SSI sector caters essentially for the 
low income group — those just about or below the minimum wage. 

C O N C L U S I O N 

The realisation that SSIs might contribute to growth, extended employment \ 
and improved equity with the country has revived interest from both 
individual study groups and the government of Tanzania regarding the future ' 
role of this sector. However, as this survey article has indicated, relatively few 
empirical studies of small scale activities exist. In terms of policy formulation 
and SSI programme implementation, this has meant that planners and ; 
delusion makers have been forced 'of necessity, to make decisions based on 
sketchy and episodic information. We have noted elsewhere in the paper that 
such prescriptions based on aggregate anecdotal evidence may be misleading. 

Consequently, and in order to fi l l this information gap, it is proposed that 
sector specific studies be carried out within each broad component of the SSI 
sector. Indeed, to be of any practical relevance valid comparison between small 
and large firms should be made within food processing industry (e.g. small 
firms and large firms within food processing industry; we may even go further, 
data permitting, and make such analyses at 4 digit ISIC level: say analyse small 
and large firms within grain milling etc). 

Such activity specific focused studies wi l l not only help in data generation 
but wi l l also/policy makers in the formulation of sector specific programmes. 
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