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ABSTRACT  
Possession of relevant skills opens new opportunities for informal microbusiness to improve their productivity 
hence become competitive. However, the available means of skills development are not user friendly to micro 

enterprises. The objective of this research is to investigate strategies of skills development relevant to informal 

micro businesses in Tanzania. Based on desktop research the study identifies challenges of skills development to 
include; ignorance, perceived cost, lack of resources, employees poaching and lack of contextualized skills 

development programs. The study proposed a set of alternative approaches to skills development in informal micro 

business which include; e-learning, public funded or low-cost skills development schemes, usage of psychological 

contracts, contextualizing the skills development programs, and ubiquitous learning. 

 
Keywords: Skills development, informal microbusinesses, micro enterprises, informal workers. 

 

 

1.0 INTRODUCTION 

In much of the developing world, and especially in Africa, micro-entrepreneurship is a critical component of local 

economies (Doner and Escobari 2010). Micro-entrepreneurs engage in economic activities that range from trade, 

retail, and manufacturing to service provision (Horne, Nickerson and DeFanti 2015). The common kinds of micro-

enterprises in Tanzania are, sole proprietorships, part-time businesses, and household businesses that operate in both 

formal and informal sectors.  Although definitions vary across researchers, micro-enterprises are typically 

characterized by the number of hired workers being less than 10 (Mead and Liedholm 1998).  Micro-enterprises 

account for 50% to 60% of all businesses worldwide (Horne, Nickerson and DeFanti, 2015). In Africa, roughly 90% 

of all businesses are micro- enterprise (Standage, 2009). According to Tanzania SME policy of 2002, micro 

enterprises are entities with 1-4 employees and capital of up to 5,000,000 shillings (URT, 2003) and most of them 

fall under the informal sector. They also include survivalist enterprises, whose income is below the official poverty 

line, often there are no paid employees and asset value is minimal (URT, 2003). However, despite the role played by 

micro-enterprises in poverty reduction, there are serious constraints limiting their growth and thus their contribution 

to poverty reduction. Apart from macroeconomic problems such as complex and costly legal and regulatory 

frameworks, Micro-enterprises face inadequate markets, low productivity and lack of access to capital (Mramba, et 

al., 2016) 

 

An educated and well‐trained workforce is essential to the maintenance of a business firm’s competitive advantage in 

a global economy. It is also believed that skills development can be a powerful agent to facilitate a firm’s expansion 

and the development of its capabilities, thus enhancing profitability (Cosh, Duncan and Hughes, 1998). Pre-

employment skills are acquired largely through education and training, especially for jobs in the formal sector. 

However, Hill and Stewart (2000) suggest that, employees in small enterprises are much less likely to receive new 

skills than their counterparts in larger organizations because of the nature of their daily activities (busy in business).  

Additionally, the available means of skills development in poor countries are not user friendly to Micro enterprises 

(Wongtada, 2014). This research addresses the question “how can the challenges of skills development in micro 

informal business be addressed?  
 

2.0 METHODOLOGY 
The current study applies systematic literature review, a smart and effective method for undertaking research 

particularly when one wants to draw conclusion basing on the previous findings. It is commonly used to identify, 

appraise and synthesize the empirical evidence that meets pre-specified eligibility criteria to answer a given research 

question’ (White & Schmidt, 2005). The main steps in using the method are framing the question and choose 

appropriate methods; identify relevant work; extract relevant data on outcomes and quality; summarizing the 
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evidence; and, interpret the evidence (White & Schmidt, 2005). The choice of the method was influenced by three 

factors; nature of the study, time frame, and the unit of inquiry. 

 

To be included in this review, a study must have been reported in a paper published in English as either a Journal 

paper or Conference proceedings.  The study utilized only those articles in which respondents were informal micro 

businesses. We excluded the SME based articles because respondents were formal business owners.  Also, the size of 

business was considered, it was only the micro business which were included in the study. Included papers were 

published between 2000 and December 2017. 

 

Articles used in this study were obtained through searching from famous search engine in business and economics. 

These included Emeraldinsight.com, EBSCO host, Online Research Databases, Wiley Online Library, and 

Taylorandfrancis.com. Other articles were accessed through google.com, goggle scholar and published books. The 

searching process was done by using keywords shown in Table 1. The study excluded articles in which respondents 

were traders in formal business though found to own micro business. This is because the nature of the informal 

occupation is different from formal enterprises. 

 

Table 1: Searching keywords in the study 

Informal business, or informal workers, or informal 

economy, or Micro business, or Small business, or SME, or 

small enterprises, Jua Kali, or Bodaboda, or Street traders, or 

Street vendors, or Carpenters, or Casual Labour, or Sole 

proprietorships.  

 

+ Education, training, skills development,  

 

 

3.0 INTERPRETATION OF RESULTS 

3.1 Informal Microbusinesses 

The informal sector constitutes an important part of the developing countries’ economy. It is estimated that the 

informal economy generates 40% of the Gross Domestic Product (GDP) of low-income nations and 17% of the GDP 

of high- income countries ( Schneider 2002). In Africa, most of the labour force is in the informal economy. It is 

estimated that as many as nine in ten rural and urban workers have informal jobs (Salazar-Xirinachs & Diop 2009). 

In the case of Tanzania, Bagachwa and Naho (1995) estimated, that the informal economy constitutes 25% -51% of 

Real Official GDP from 1969 to 1985, however Schneider (2002) puts the estimate at 58.3% in 1999/2000. The 

informal sector is wide ranging and difficult to draw lines across the various categories, especially on employment 

relations. These categories range from owner-operator, self-employed, and wage workers to non-wage workers. 

Among the wage workers are employees of informal enterprises, domestic workers, casual workers without fixed 

employer, industrial home workers, temporary and part time workers and unregistered workers; while the non-wage 

workers include: employers, including owners of informal enterprises and owner operators of informal enterprises 

and the self-employed who include heads of family businesses, own account workers and unpaid family workers 

(Chen 2007). These employment categories are nuanced with a number of workers belonging to more than one.  The 

common form of informal economy in Tanzania is micro enterprises including micro business.  

 

The informal micro business includes street vendors in many African cities (known as the machingas in Dar es 

Salaam) who walk selling goods from formal businesses (local industrial and agricultural goods (e.g. vegetables) or 

imported manufactured goods mainly from Asia, taxi, bajaj or motorcycle drivers working on contract, with the own 

account providers of services such as barbers, cobblers and butchers.  There are also informal small kiosks or stalls 

that sell goods of every conceivable kind, small workshops and garages that repair motor vehicles, bicycles and 

motorcycles; enterprises making furniture, tanning leather and making garments or selling or producing goods from 

their homes. Some of home-based workers, work on their own account, while others work on a piece-rate basis for a 

contractor or a firm (Wangwe & Mmari 2013). The informal trade sector’s emergence is largely attributed to the 

divergence between urban population growth, and employment in the formal economy. Growth of informal 

enterprises, is also thriving on the demand of the poor, whose needs for low cost goods and services are met by the 
informal sector (Ligthelm 2005). Table2 summarize the characteristics of informal microbusiness.  
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Table 2: Characteristics of informal microenterprises in Tanzania 

Legal status Most are informal run without a business license  

Age  Run by youth from 18-30 years 

Business Investment =14. 45€ to 1445€ Profit 2.5€ to 20€ per day, 12-17 hours per day  

Role in society Main breadwinners, sole income earners with dependents 

Social protection  Absence of social benefits such as pensions, sick pay and health insurance 

Employment  Owned and run by the sole proprietorship with assistance from family members,  

Separate entity  No demarcation between family and business activities  

Business 

operation  

Small scale operation, without job specialization with long working hours up to 18 hours per 

day 

Entry  Ease of entry and exit  

Nature   Labor intensive and adapted technology 

Business Finance  Absence of access to institutional credit or other supports and protections 

 

3.2 Skills and training level of micro informal business  
Using street vendors as an example Mramba et al. (2016) found that micro informal traders possess a minimal level 

of business education in all business domains. Their findings show that; informal traders fail to develop competitive 

business strategies, e.g. reasonable selling price and profit margin as they lack business skills. However, their 

business strategies are not much differentiated from each as they can’t develop new ones because of less business 

skills. Additionally, Tanzania National Informal Sector Survey of 1991 shows that, 80 percent of the informal sector 

workers are unskilled, 10 percent are trained on the job and only 5 per cent are skilled (Kent and Mushi 1995). 

Furthermore, the roadmap study of the informal sector in Mainland Tanzania (2002) concludes that the informal 

micro and small businesses in Tanzania are severely constrained by the low level of education, the lack of managerial 

skills, marketing and production skills, factors that inhibit its development.  

 

O'Riordan, Swai and Rugumyamheto (1997) studied the relationship that exists between women's level of education 

and training, and the sustainability of their informal sector enterprises. The results indicate that, micro business 

owners possess a very low level of education and training. The study shows that; informal traders acquire a business 

education informally through the process of trial and error. For the few who attended short courses business training, 

was taught basic accounting and general business management. The limited educational levels, forces them to 

participate in only a few areas of business. The study concluded that, most skills used to conduct informal businesses 

in which women are involved tend to be learnt outside the formal school system and that competence in literacy and 

numeracy is fundamental to conducting business.  

 

An investigation by Livingstone (1999) shows that, lack of technical and managerial skills impacts negatively small 

and microbusiness performance in South Africa. In a survey conducted by (Radipere & van Scheers 2005) it was 

found that 90% of a sample of 1000 entrepreneurs believe that small businesses fail due to a lack of managerial skills. 

A study by Bosire and Nzaramba (2013) assessed how entrepreneurship skills development impacts the growth of 

SMEs in Rwanda, with an artisan’s cooperative in Rwanda selected as a case study. The findings reveal skill gaps in 

the identification of business opportunities, innovation and effective business communication. The skills shortages 

have proved to affect business growth and they raised a demand of skills in the field of separate entity concept, 

reinvesting profits in the business, maintaining business records of sales and expenses, and thinking proactively about 

new markets and opportunities for the profits. 

 

Another study by (Adams, Silva and Setareh 2013) use household labor force surveys to look at the experience of 

skills development in five African in SSA. The study finds limited skill levels in the informal sector and recommends 

continuing focus on skills development hence to increase productivity and earnings. The study shows that the 

foundation skill (in which informal business lacks) is important for further skills development. The study argues that; 

traditional apprenticeships are the main source of skills for the people in the informal sector. The study shows that, 

any strategy to improve productivity and income in micro/ small business needs to consider factors behind the sectors 

shortfall in skills.  

 

A study by Msoka (2013) on the effects of skills in the performance of microbusiness in Tanzania establishes that 

human capital is a prerequisite for microbusiness development. The study shows that the microbusiness women 

entrepreneurs possess very low level of education, and keep business records improperly. The study establishes 
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positive relationship between level of education and business performance. Most of the respondents in the study 

show that they need accounting skills for the smooth business operation. 

 

3.3 Importance of business education to informal microbusiness owners 
Most micro entrepreneurs in Africa believe that, training and skills development is not important for the success of 

their business (McGrath 2005). Small business owners and managers claim to be too busy to engage in training or 

any type of learning activity and that most training is of little value to them (Walker, et al. 2007). However, the 

evidence from different scholars proves that there is the relationship between level of education and business 

performance (Mike , Nicki and Sarah 2004). Traders with high level of education are more likely to do their business 

more efficiently and successfully than those who do not (Tundui and Tundui 2013). The result from the test carried in 

Tanzania by Kessy and Temu (2010) shows that, the micro enterprises owned by individuals who got business 

trainings have a higher level of assets and sales revenue when compared with enterprises which are owned by 

untrained counterparts. The findings by ( Kilpatrick and Crowley 1999) suggest a relationship between 

contextualized on-the-job training and success of small and microbusiness, training and learning prompted by a 

desire to keep up to date and improve efficiency and success. Also Shabir and Robert (2016) noted that, if small 

businesses have access to adequate capital, maintain good record keeping and financial control, have industry and 

management experience, specific plans, use professional advice, have more education, have an easier time staffing, 

have a better product stage and economic timing and have marketing skills, their chances of success will increase. 

Using data from the Western Cape Brijlal, Naicker and Peters (2013) attempted to identify whether the level of 

education and gender has an impact on business growth. The findings reveal a positive relationship between the level 

of education of business owners and their respective business abilities to increase growth.  Based on the intensive 

literature review. 

 

3.4 Getting skills in informal microbusiness 

Informal sector workers can acquire skills through formal and informal techniques, below are the common one; 

 

On the job training, is a one-on-one training located at the job site, where someone who knows how to do a task 

shows another how to perform it. On-the-job training consists of teaching or coaching by more experienced people or 

trainers at the desk or bench (Armstrong 1995). The widely acceptance of on-the-job training strategy is stemming 

from the fact that, it is justifiable in terms of training cost and benefits, the possibility of the train just in time, and the 

expectation of a positive transfer of what was learned of the employee’s own work situation. However, it has been 

criticized as it can be influenced by the trainer competences, training may be inadequate and that can be distracted by 

the same working environment (Obisi 2011). A Study by Van der and Steumer (2002) shows that; self-efficacy, prior 

experience and work characteristic, are the predictors of on-the-job training success.  

 

Traditional apprentice; In most countries with a large informal economy, a traditional apprenticeship is the most 

common option available for young people wanting to acquire the vocational skills they need to find work, especially 

for those with a low level of education. In many of these countries, it is even the main system for training young 

people who are seeking work.  Traditional apprentice is a private contractual agreement between the parent/ 

apprentice and a master craftsperson who agrees to provide practical training in the workplace in return of a small fee 

(Adams, Silva & Setareh 2013). This type of skills development is popular in technical aspect of informal sector, e.g. 

tailoring, mechanical work, carpentry, and mason. It is very little used in street vending business. It involves the 

agreement between the trainer, parent, and trainee to provide training/coaching in a workplace for a specified period 

depending on the nature of training (ibid). The parents pay small fees, reduced wages, a kind, or other agreements. It 

allows the apprentice to gain technical knowledge and real practical experience, along with functional and personal 

skills, required for their immediate job and future career. According to Liimatainen (2002) 70% of urban informal 

workers in Africa are being trained within the traditional apprenticeship system. Unlike in East and Southern African 

countries, in West and Central Africa the completed apprenticeship is certified, but not formally registered with a 

government (Jackson 2011).  Apprenticeships are the principal source of skills for the informal sector, conversely, 

can also be employed in the formal sector. Apprenticeships give the student an opportunity to work for a real 

employer, earn a real salary and gain a real qualification whilst gaining valuable workplace skills and experience. 

Apprenticeship   has   been   providing   the   traditional   solution   for   developing   and financing vocational skills 

of young people in poor societies. Today, apprenticeship in the informal economy represents the main road to skills 

development in most developing countries (ILO 1997).  Estimations suggest that 80 per cent of the skills imparted in 

the informal economy in West Africa are transferred through apprenticeship (ILO 1997). The   International Labour   

Organization (ILO) acknowledged   the   relevance   of apprenticeship  systems  early  on  through  its  Vocational  

http://www.cbe.ac.tz/bej


How to cite this paper: Mwanaidi Shafii Msuya (2019), Paper Title: Skills Development Challenges and their mitigation in Informal 

Micro Enterprises in Tanzania.  Business Education Journal (BEJ), Volume II, Issue II, 12 Pages. www.cbe.ac.tz/bej  
5 

 

Training  Recommendation,  1939 (No. 57),  and  Apprenticeship  Recommendation,  1939  (No. 60),  its  Vocational  

Training (Agriculture) Recommendation, 1956 (No.101) and Vocational Training Recommendation, 1962  (No. 117) 

(ILO 1997).  

 

Training is a planned group of activities through which the concerned organization uses to enrich their employees 

with specific skills, knowledge, and attitude (Noe 2010). For better results, training policies for small enterprises 

need to be clearly related to objectives of stimulating the role of start‐ups, improving survival rates and increasing the 

growth potential of small firms. Research by Allan (1994) suggests that small firms need distinct approaches by 

trainers and organizers and a level of professional competence which might yet be largely missing. It identifies the 

necessary competences for trainer and organizer to deliver effective training. Vocational training by those involved in 

small land‐based businesses can lead to innovation as transferred knowledge may be applied to make marginal 

changes to enterprises or, in some cases, a major reorganization of resources within a business (Allan , Matt & Phil 

2007). 

 

Informal Learning-Informal training is known to be the dominant skill acquisition strategy for the majority of 

workers in India and many other economically developing countries and there is much benefit in understanding the 

strengths and weaknesses of this form of training. Unlike formal learning situations with standardized curricula, 

informal learning processes are characterized by a lack of structure, absence of an underlying curriculum and a time 

set aside for learning (Madhu 2000). Informal learning activities are increasingly acknowledged as significant for 

learning and development in modern workplaces. Learning takes place primarily by doing and through experience 

and active acquisition, rather than by receptive learning. Learning proceeds from situations specific to different 

working and living conditions of persons and groups. Learning takes place in the family, the community and on the 

street or as a “helping member of the family" in working process (Marsick and & Watkins 2015). Studies of informal 

learning suggest that, people are constantly picking up additional skills, knowledge, and ideas in informal settings. 

Suggestions are that most learning in the workplace (more than 70 per cent) is informal, even though organizations 

spend billions of dollars each year on formal learning (Livingstone 1999).  

 

3.5 Barriers for skills development in informal microbusiness  
Skills are necessary for successful microbusiness operations, but most of informal microbusiness are unlikely to have 

prior business experience or to have received any business training. Additionally, access to further skills and 

development is limited to several factors;  

 

Thomas, Mélanie and Andrea (2000) analyzed barriers of skills development in microbusiness. Their analysis 

revealed the influence of the prevalent culture, primarily attitudes towards skills development as barrier for skills 

development. The study show that majority of the small business have been established by individuals to whom their 

skills are relatively low, and who see further skills development as unnecessary. Informal microbusiness owners see 

skills development as an aspect that happens spontaneous not as part and parcel of their business. 

 

The analysis by Antonios (2011) suggests that, a key challenge for small business skills development is to facilitate 

changes in owner attitudes, improve access to training interventions and create the necessary institutional conditions 

to encourage SMEs to move to high value‐added trajectories. The study summarized these challenges as lack of time 

for training and learning activities, limited financial resources for training provision, high cost of external training 

provision, lack of external training programs tailored to the specific needs of small business, lack of awareness by 

small business of the training opportunities available, fear for poaching, lack of employee desire for training and 

learning, problematic training needs analysis. 

 

A study by Wongtada (2014) shows that, the majority of micro entrepreneurs are preoccupied by their active 

involvement in the daily activities of the enterprise. They are driven by short-term business pressures and are looking 

for quick and easy solutions that, very often, cannot be provided by some forms of competence development. 

Informal workers do not have time to attend regular training classroom style because their daily tasks already 

consume most of their time. Moreover, their modest educational level causes them to lack interest in searching for 

more information and self-improvement. Research should investigate appropriate contents and the means to 

effectively teach them the essential tools for their survival and growth. 

 

A recent study by Padachi and Bhiwajee (2016) shows that, the barriers to employee training in small and medium 

sized enterprises in Mauritius are negative attitude hindrances that owner managers hold with respect to skills 
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development (ignorance), the opinion that the returns on the skills development would not exceed the costs that 

would be incurred, absence of a formal training process, and the tendency to employ young people and people 

without qualifications.  The study showed that the situation in Mauritius is not far from what is happening in other 

countries for all the parameters gauged, except for one parameter, which is the “perception” of owner managers with 

respect to training. Contrary to extant research, owner managers of SMEs in Mauritius perceived training to be an 

important component for business survival. However, owner managers perceived costs and funding to be an issue.  

Micro business owners are not interested with skills development programs because they are far relevant with their 

business. They focus on theory rather than practical materials, limits of immediate benefit to business, and not 

designed to meet small business environments (Roffey, et al. 1996).  

 

3.6 Meeting the challenges of skills development in informal microbusiness  

Basing on the findings above, we propose a number of alternative strategies for imparting skills to informal micro 

business. These include; learner get skills while proceeding with his daily business, meeting the costs of skills 

development, dealing with switching off skilled employees, and managing lack of resources. Each of these are 

discussed in the following paragraphs.   

 

Design education system where a leaner can get skills while proceeding with his daily business 

Informal microbusiness owners perceive that, their core function is business; therefore, they can’t leave their business 

and go to school. A study by Mrambaet al. ( 2015a) shows that, micro informal traders (street traders) believe that the 

more you vend the more you earn, therefore there is no time for skills development. However, the vendors 

acknowledge the need and importance of business skills in their operations. The recent emergence of information and 

communication technologies has redefined the concept of anywhere anytime learning and the delivery of various 

education content. The use of network technology to deliver training is the latest trend in the training and 

development industry and has been heralded as the ‘e-learning revolution (Welsh, et al. 2003). Through these 

technologies e.g. mobile phones an informal microbusiness owner can get education and various skills without 

leaving their business premises. Online learning is an affordable, cost-effective alternative to classroom-based staff 

training. One of the best things about eLearning is that it’s accessible anywhere and anytime. This makes it possible 

for leaners to learn at work, at home, or even in transit via their ICT devices (Ruiz, Candler & Thomas 2007), it is 

interactive and dynamic, which makes it a fun way to learn. A study by (Mramba, et al. 2016) has recommended the 

use of education technologies to empower the skills of informal workers who do not have time to attend traditional 

classes. Additionally, Wongtada (2014) has called up researchers to find out alternative of traditional class training 

methods to street vendors.  

 

Costs of skills development  

The cost of providing training was cited as the primary reason for micro informal businesses not offering their staff a 

training and skills development programs. Informal microbusiness perceives that the cost of training in terms of 

money and time are higher than the benefit accrued. Additionally, they don’t see the immediate effect of those 

training to their business.  Small and microbusiness have a finite amount of resources they can dedicate to these 

activities, so policy interventions need to focus on areas that offer a way to systematize their skills development 

practices. Also, recognizing that skills development is a resource intensive activity, attention must be paid to 

demonstrating the benefits of business participating in training activities – in other words, the returns on their training 

and skills development investments must be sufficient to offset the cost. Publicly funded training, subsidized skills 

development programs, the use of education technology equipment may bridge this gap by lessening the costs of 

skills development.   

 

Switching off of skilled employees 
One of the challenges of skills development in small and microbusiness is the view that, the well-trained employees 

shall quit the business or be grabbed by the competitors.  The ability to attract and retain reliable and competent 

employees has become a key component in developing an effective and sustainable competitive advantage ( Kickul 

2001). Furthermore, the issue of employee retention in small enterprises is a key challenge which concerns managers 

regarding their sustainability and profitability. To overcome this challenge small and microbusiness need to develop 

and maintain employee retention strategies like forming psychological contacts. These may include (but not limited) 

giving realistic information concerning an employee’s job/position within business, focus more energy on openly 

communicating to employees what they can reasonably expect in terms of organizational inducements and practices, 

freedom to be creative, opportunities to develop new skills, and autonomy and control ( Kickul 2001). Furthermore, 

the microbusiness owners need to institutionalize the skills development programs within their annual plan and 
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employment contracts with new employees (Augustina 2015).  Other retention strategies may include need to adopt a 

flexible workplace practices and work, family support policies as well as focusing on good reward management 

practices (Sanda and Ntsiful 2013). 

 

Absence of a formal training process and materials relevant to micro informal business 

Literature shows the absence of formal skills development resources for example, teaching materials, curriculum, 

syllabus, and others. Due to these limitations, each skills developer follows his own approach and material without 

having a benchmark to base upon. Training need analysis could assist the identification of training in association with 

a business strategic mission and goals. These call for public, private, community based, and NGO responsible for 

micro informal business to sit together, plan, develop, evaluate and accredit these resources.  

 

Skills development methods 
Skills development method and approach need to be attractive to microbusiness by being focused, addressing needs 

identified as important by them, and flexible using range of delivery mechanisms. The approaches must possess the 

elements of training delivered in the workplace, based around workbooks; Individual tutor guidance to sole learner, 

where the learner determines subjects covered and learning time and place; and distance learning using workbooks 

covering subjects identified by the learner. The small business managers in this review identified themselves as 

preferring to learn by engaging in practical activities and working on real problems they faced in their businesses. 

These views conflict with the widely-held belief that formal business training based on competency‐based 

accreditation is the most suitable solution for up‐skilling small business managers and their employees. People who 

are problem‐based learners value training that is related to the current work problems they face and are impatient 

with training for events or problems that might occur sometime in the future. They enjoy working on tasks that 

involve actively engaging in the task to solve real and immediate problems and prefer to use training tasks as 

opportunities to solve real problems, rather than hypothetical ones (Lynn , Sophie & Stephen 2010). Small business 

employers want courses with learning processes based on practical experience, greater flexibility in their content and 

outcomes associated with immediate job requirements 

 

Table 3: Skills Development challenge and solution 

The owner manager of microbusiness perceives 

that; skills development is not important for them 

“ignorance” or lack of understanding their 

deficiencies. To them, doing business is a core 

function and skills development is subsidiary 

Design education system where a learner can get the skills 

while proceeding with his daily business 

Perceive that costs exceeds benefits; skills 

development is “unaffordable luxury” 

Free costs, low cost, skills development schemes 

The perception that skillful employees are 

“stepping stones” or get “poached”  

Psychological contracts. Which is unwritten set of 

expectations of the employment relationship as distinct 

from the formal, codified employment contract. It define 

the employer-employee relationship. 

 Absence of a formal training process and materials 

relevant to micro informal business 

 

 Conduct training needs assessment, Open Educational 

Resources (OER). These are freely accessible, openly 

licensed text, media, and other digital assets that are useful 

for teaching, learning, and assessing as well as for research 

purposes. 

Active involvement in the daily activities Ubiquitous learning. That is learning anywhere, anytime 

and is closely associated with mobile technologies. 

Lack of relevance  

 

Develop contextualized teaching and learning material 

with and for them   

 

 

 

 

4.0 DISCUSSION OF THE FINDINGS  

The current study is about mitigating the challenges of skills development in informal microbusiness in Tanzania. Its 

goal is to answer the question how to meet the challenges of skills development in micro informal business and 

alternative skills development methods.  

http://www.cbe.ac.tz/bej
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The findings show the importance of micro informal businesses, in terms of employments, disposable income, supply 

of low cost goods, and poverty reduction. Also, the findings show that, the informal microbusiness lacks both formal 

education and on the job trainings necessary for successful business management. Many informal workers have 

primary school education which does not empower one to do business successfully. They do business through 

copying from others and trial and error system. These retard the development of their business since they cannot 

perform competitively. The findings show that, some of the informal business owners fail to set reasonable selling 

price, determine the profit, and set the competitive business strategies as they lack necessary skills. Yet, the findings 

suggest that, the business owners with relevant skills are likely to do business more efficiently than those who do not. 

These findings are not surprising because “lack of education/skills” is one of the features of the informal workers 

(Chen 2007, Anita 2009, Schneider 2002).  

 

The review of the barriers for skills development in informal microbusiness shows that, there are numerous factors 

preventing the initiatives of the skills development. These include; ignorance, perceived cost and time, absence of 

skills development resources, fear for employee switch off, and the lack of skills development relevance. The 

findings suggest that; the employees of micro enterprises are less likely to take part in skills development programs 

than those working in large organizations. To informal microbusiness, skills development is an auxiliary requirement, 

which adds business costs and do not have an immediate return to business. The findings show that, there are limited 

opportunities for informal workers to get formal education. However, when skills development opportunities are 

available, business owners do not allow their employees to attend, scared that, once they become more skilled they 

will quit the job, or be poached by competitors. Likewise, the findings show that, there is an absence of skills 

development resources, e.g. lack of teaching and learning materials, lack of curriculum and syllabus, absence of 

skilled trainers, and classes.  Correspondingly, our findings show that, the available skills development materials for 

microbusiness are not relevant to informal settings, in terms of their background skills, basic skills, level of illiterate, 

language, working environment, and their needs. They need to be customized to suit, the personal characteristics and 

working environment of informal microbusiness.  

 

After seeing the barriers for skills development in informal microbusiness, we propose several extenuations including 

designing of the education system where a learner can get the skills while proceeding with his daily business, public 

funded free/low cost skills development schemes, usage of psychological contracts, contextualizing the skills 

development programs, and ubiquitous learning. In addition, we suggested the development of electronic learning 

platforms that can allow informal microbusiness owners and employees to access various skills wherever they are, 

anytime.  Despite the literature having often found a positive relation between education and microbusiness 

development (Jiménez, et al. 2015), little research have focused on alternative strategies to impact skills to informal 

workers.  

 

Innovations in information and communication technologies (ICTs) have created new forms of learning appealing to 

microbusiness: To overcome traditional barriers such as lack of financial resources, time, expertise and facilities. In 

the past, employee training necessitated the hiring of training experts to deliver face-to-face seminars, which proved 

to be costly, especially for small businesses. Implementing a good electronic learning means that you can have the 

best of both worlds. Saving both time and money, while still completing the training both you and your team need, is 

a simple process and can be reused to train new hires reducing onboarding times as well as setting new employees up 

for success. However, findings from (Sally 2003) suggest that there are significant barriers to electronic learning, 

including the lack of hardware and software, and employer attitudes, though these can be offset by the mobile 

learning which is possible to majority of the informal workers.  

 

Most of the informal workers earn very little profit which almost ends with financing their substances. Hence, we 

propose that, the government should finance informal microbusiness skills development through skills development 

fund obtained from skills development levy.  Skills development levy is charged based on the gross pay of all 

payments made by the employer to the employees employed by such employer in the time. The rate applicable for is 

5% of the total emoluments paid to all employees during the month. The fund is used to finance vocational training 

owned by the government. We recommend the uses of such fund to be extended to offer training even to the informal 

microbusiness. Moreover, Tanzania government may establish informal workers’ skills development fund as 

Malaysia. The Malaysia’s’ Human Resource Development Fund (HRDF) was established in 1993 to promote 

increased enterprise-based training among firms, first in manufacturing and then more recently in-service sectors as 

well. The HRDF spearheads the up-skilling of Malaysian workforce by allowing employers to receive financial 

http://www.cbe.ac.tz/bej
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assistance up to 100% to cover the training cost incurred. Employees with no formal education, but have obtained the 

relevant knowledge, experience and expertise in the workplace will also be certified based on their competency level 

(Tan and Gill 2000). Having such kind of funds funded by the tax of our people could enable the informal 

microbusiness to get relevant education and increase their productivity.  

 

Poaching of employees may hamper company's goal and manpower management. Employee poaching takes place 

when a company hires an employee from a competing company. Employee poaching often happens in the small 

business when found to perform better, particularly when the business possess special skills e.g. ability to attract and 

retain new customers. We propose the use of psychological contracts to retain employees and overcome the threats of 

poaching. The psychological contract is an individual's beliefs about the terms and conditions of a reciprocal 

exchange agreement between that person and another party. Unlike formal or implied contracts, the psychological 

contract is inherently perceptual, and thus one party's understanding of the contract may not be shared by the other 

(Sandra 2013).  Previous studies by Dhanpat and Sanjana (2014) have evidenced the role of psychological contracts 

and employee retentions.   

 

To overcome the challenge of limited/lack of relevance of teaching and learning materials we proposed wide 

production and accreditation of open educational resources. Further, the resources should be accredited by the bodies 

and authorities responsible for small and micro business. The Open Educational Resources (OER) are any type of 

educational materials that are in the public domain or introduced with an open license. The nature of these open 

materials means that anyone can legally and freely copy, use, adapt and re-share them. These materials can take any 

of the following formats, Text Books, Curricula, Videos, Teaching notes, Lecture notes, Animation, Tests, 

Assignments, Projects and Audio. Since the materials are available free, the trainers, and learners, can access, use and 

share among themselves.  

 

5.0 CONCLUSION, IMPLICATIONS AND RECOMMENDATIONS 
The aim of this study was to identify the strategies for meeting the challenges of skills development to informal 

microbusiness in Tanzania. Based on a literature search the challenges were coupled under four main categories that 

is, ignorance, perceived cost, lack of resources, employees poaching and lack of contextualized skills development 

programs. The study proposes a set of mitigation for skills development in informal micro business which include; e-

learning, public funded, or low-cost skills development schemes, usage of psychological contracts, contextualizing 

the skills development programs, and ubiquitous learning. We think that these measures would encourage many 

informal workers to undergo skills development programs, hence give them more opportunities to development. This 

study has important implications for the government and the owner managers who should understand the importance 

of skills development, as it helps in capacity building which in turn ensures the marketability of quality products and 

services. Hence, investing in training will be beneficial to them.  

 

Proposed area for further study; Existence of skills development strategies in informal micro businesses, If exists are 

they implemented, If not why and Possible mitigation for not implementing them 
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