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A WORLD MARKET 
Jim Antoniou exammes the recent experience of national and international construction 

companies in developing countries. 

C onstruction industry activity 
accounts for between three 
and eight per cent of a 
developing country's gross 

domestic product (GDP) placing it second 
or third behind agriculture. In addition, 
some 50 per cent of the gross fixed capital 
formation is in the form of construction 
output. 

Construction is not only an important 
generator of employment; it also con
tributes substantially to the process of 
development and hence to improved 
living standards. 

Some 70 per cent of construction 
activity in a country (whether developed 
or developing) is involved in building 
housing, factories, offices and other such 
structures. The remaining 30 per cent 
covers civil works, such as basic infra
structure projects for transport, power 
generation, irrigation and water supply. 
There are major risks involved in con
struction activity, particularly for civil 
works, because projects are extensive, 
requiring massive capital investment, and 
demanding a wide range of skills and 
sound management capability. 

Builders and contractors in developing 
countries vary enormously in their 
experience and scale of operations. Small 
builders with low overheads, relying on 
self-employment and family labour, can 
avoid legal regulations and concentrate on 
the 'informal' market of single shelter 
structures. Such builders generally receive 
little, if any, support from their govern
ments. 

In contrast, communal and self-help 
groups, using labour-intensive building 
techniques receive some assistance from 
international agencies in terms of funds 
and expertise, with government approval 
and participation. However, it is import
ant to avoid alien and . inappropriate 

The National Commercial Bank, Jeddah, 
designed in 1984 by American architects 
Skidmore Owings and Merrill (SaM). 
The general contractors were Samwhan 
Corporation, Korea. SaM's involvement 
in construction in the Gulf region started 
in the 1970s but was badly affected by the 
stock market crash of '86. 

standards for materials and construction 
which result in excessive costs and over
reliance on imported materials and tech
nologies which effectively exclude 
indigenous building methods. 

The bulk of construction activity in the 
'formal' sector is undertaken by state
owned organizations and private con
tractors. Often, high building costs 
prevent private contractors from meeting 
low-income housing needs obliging them 
to concentrate on middle and upper
income requirements. 

In some of the least developed count
ries almost 80 per cent of formal con
struction is carried out by foreign 
contractors. In many African countries, 
top level positions in the construction 
industry are occupied by expatriates in 
both public and private sectors. Countries 
like Botswana and Swaziland import 
nearly all building materials for 
permanent construction, mainly from 
South Africa. There are very few local 
architects and the construction industry 
is controlled from abroad. 

Where a country lacks the necessary 
financial resources, investment has to be 
obtained elsewhere. In countries such as 
Morocco, Tunisia, Jordan, Syria and 
Yemen, much of the development poten
tial reflects this situation: towns continue 
to attract migrants, placing heavy 
demands on services including public 
health and education, while cramped, 
crowded and insanitary conditions 
debilitate the energy of low-income 
families and reduce national productivity. 

European countries and North Amer
ican governments see bilateral aid to 
developing countries as a means of pro
moting exports to the region. Inter
national consultants also rely on winning 
projects sponsored by multi-lateral 
agencies such as the World Bank, or 
bilateral aid. These projects allow over
seas companies to gain a foothold in any 
one country, closely followed by inter
national contractors. 

In addition to financial assistance, many 
Western countries provide grant aid in the 
form of technical assistance, thus ensur
ing the specification of many of their 
products in forthcoming projects. 

Bilateral aid agencies offer a wide range 
of services to developing countries and are 
consequently able to provide useful assist
ance to their own consultants and con
tractors. For example, economically poor 
countries receive funds from USAID for 
which only US firms (with their local 
counterparts) can bid for commissions. 

International consultants have main
tained a reputation in a number of areas 
of high technology. North American con
sultants have a good reputation for pro
viding engineering and architectural 
services for security and military install
ations. They have also been particularly 
successful in managing the design and 
construction of large and prestigious 
building complexes. UK expertise is con
centrated on urban planning, conserva
tion, health and sanitation; Italian 
designers are renowned for their highly 
successful interior design; while Dutch 
companies have demonstrated their skills 
in land reclamation, landscaping and 
beautification schemes. 

Many countries in the Far East are 
currently enjoying a mini boom in their 
construction industries. Singapore, for 
example, is expected to see an increase of 
24 per cent in 1990 in the total construc
tion demand, reaching a total ofUS$6.2 
billion, with the private sector account
ing for some 35 per cent. Malaysia's con
struction industry is likely to grow by 
11 per cent this year and Thailand's con
struction industry is currently running at 
a 15 per cent increase. 

However, the most spectacular growth 
in construction activity in the last two 
decades was in the Gulf region. With an 
urban population growth of half a million 
a year during the 1970s, there has been an 
annual increase of some 90 square kilo
metres in prepared urban land. The result 
was the rapid growth of internationally 
styled buildings and infrastructure, reflect
ing Western technology, introduced into 
an essentially traditional environment. 

The Middle East has been crucial to the 
survival and development of many 
Western companies . Even before the 
Gulf war, the level of construction 
activity in the region was steadily dwind
ling. Foreign contractors stand more 
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The Nissan Datsun Complex in Jeddah, 
designed by EI Wakil Associates and com
pleted in 1977. The building attempted to 
oppose the prevailing trend in the design of 
high-rise commercial buildings. As with all 
projects by EI Wakil, construction was by a local 
company, in this case AI-Jazira aeddah). 

chance of winning bids when their order 
books are full. Under these conditions, 
mobilization costs can be kept down by 
efficient management and the ability to 
move equipment and manpower from 
one site to the next. Irregular contracts 
mean equipment has to be disposed of 
after completion of one project and new 
equipment purchased for the next. 

Overseas contractors are also at a dis
advantage when it comes to the size of 
contracts. Many governments divide con
tracts into small packages in an attempt 
to bring construction projects within the 
scope of a large number of local con
tractors. For the overseas contractor, 
small, isolated contracts are uneconomic. 
For example, in order to justify the heavy 
cost of their presence in the Gulf, foreign 
contractors would need to win at least five 
or six contracts worth US$50 million, 
backed by efficient site management in 
terms oflabour, equipment and materials. 

In the Gulf region, state boundaries are 
disregarded when partnerships are formed 
between different nationals. Such partner
ships are treated as local firms when 
bidding for contracts within the Gulf Co
operation Council member countries. 

The emergence of local contractors in 
the construction market also extends to 
large, sophisticated firms, often associated 
with major foreign companies, which can 
take part in bidding for complex projects 
and undercut Western competitors. Local 
contractors have gained in stature, while 
joint ventures, particularly in Saudi 
Arabia, the United Arab Emirates (and until 
the crisis, Kuwait) have been the norm. 

The foreign contractor in the Middle 

East not only had to contend with a 
drastically reduced market, compared 
with the 1970s, but also with delayed 
payments, particularly from Saudi Arabia, 
the Gulf States, Libya and Iraq. In the past 
a number of major UK based companies 
experienced payment delays in Saudi 
Arabia, with the result that they were 
forced to pull out. Those companies who 
have survived the Middle East downturn 
in construction activity have switched the 
emphasis of their work towards operation 
and maintenance schemes and training. 

There are still some major projects in 
the leisure business. A major UK consult
ant is currently involved in the design and 
plan of one such project, six times the size 
of Venice, in Arabia, and infrastructure 
schemes for remote settlements in Saudi 
Arabia (particularly near the border with 
Iraq). However, lucrative contracts 
remain in the maintenance of public ser
vices and infrastructure schemes built in 
the major population centres during the 
last decade. In general, clients give 
priority to operation and maintenance 
works and are anxious to look after what 
they already have, with the result that 
contractors now experience fewer pay
ment difficulties in this activity. 

A major project in this field can involve 
some 5,000 people of whom six or seven 
per cent may be expatriates from the 
West, a further 20 per cent may be locals 
and the rest come mostly from Asia. 

Projects may require the services of a 
specialist, high-technology company 
involving equipment already in place. 
Here, little construction work is involved 
and emphasis is on preventative mainten
ance, replacement of materials and plant 
cleaning and operating. Contractors from 
West Germany, the Netherlands and 
Scandinavia are particularly skilled in this 
kind of work. There are also projects for 
repairing the vast number of defective 
buildings and road networks that are the 
result of rushed construction activity in 

a harsh climate (eg, badly fitting form
work, inadequate compaction of concrete 
and poor curing). An extraordinary 
amount of completed building work is 
still inadequate because of bad design, 
poor construction and virtually non
existent maintenance. 

Now that many foreign workers have 
left, key staff in operation and main
tenance remain in short supply in the 
Gulf. Ironically, expatriate senior 
technical staff are still in demand, 
although the need for foreign unskilled 
workers is reduced. With the current 
reduced market and a strong preference 
for local contractors, there is an emphasis 
on Arabs acting as main contractors and 
selective foreign companies acting as sub
contractors. Construction in the Arab 
world shifted from rapid development in 
the 1970s to more rational and calmly 
planned growth in the 1980s. 

International contractors are now look
ing for potential in construction oppor
tunities to Eastern Europe. Joint ventures 
with the West are now a key element of 
perestroika, providing the Soviet Union 
with access to Western management skills 
and technology. Since 1986 some 1,500 
joint ventures have been registered and 
US$2.4 billion in foreign capital has been 
committed. 

However, the potential for further con
struction activity in the Gulf region 
should not be underestimated. When the 
current conflict in the Gulf is resolved, 
there may well be renewed construction 
activity, not only in Kuwait but also in 
other areas of the region. This may even 
go well beyond the peaks experienced in 
the last two decades. 

JIM ANTONIOU IS AN ARCHITECT AND 
TOWN PLANNER WITH INTERNATIONAL 
EXPERIENCE IN BUILDING AND URBAN 
PLANNING. HE HAS WRITTEN WIDELY ON 
THESE MATTERS AND UNDERTAKEN 
STUDIES ON THE CONSTRUCTION SECTOR 
FOR EIU AND MEED, AS WELL AS UN 
AGENCIES AND THE WORLD BANK. [MJ 
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SQUATTER SETTLEMENTS 
IN KARACHI 

Arif Hasan describes self-help construction in housing among poor communities 
in Pakistan. 

L and developed by formal sector 
agencies in Karachi is far too 
expensive for low-income 
groups . The procedure for 

acquiring it is also long and arduous and 
delivery of the developed plot may take 
as long as ten years after application and 
initial payment for i~ has been made. As 
a result, the vast majority of the Karachi 
poor live in squatter settlements which 
house more than 40 per cent of the city's 
population. 

The initial squatter settlements devel
oped through unorganized invasions. 
They were badly planned and housing 
stock consisted of shacks made of 
bamboo, mats and reeds. Fires were 
common and in the absence of credit, 
technical advice and leadership, improve
ments in the settlements were slow. In the 
1960s, however, major changes took 
place. Unorganized invasions gave way 
to organized, though illegal, subdivision 
and sale of state land by informal sector 
developers. As a result of this change, 
planning standards improved. The 
housing stock also improved and 
construction in the illegal subdivision 
settlements now consists of concrete 
block walls and corrugated iron sheet 

roofs. This improvement was the result 
of a major intervention by informal sector 
entrepreneurs who set up building com
ponent manufacturing yards, or thallas as 
they are called, in the squatter settlements. 

As soon as a squatter settlement is 
initiated in Karachi, a thalla-wala, as the 
thalia-owners are called, purchases land in 
the settlement, moves in and establishes 
a yard. He builds a water storage tank for 
curing and mixing of concrete, a concrete 
platform for block making and a small 
room that acts as a store for cement, 
corrugated iron sheets and tools, and 
residential quarters for the chowkidar or 
caretaker. 

As soon as he is established, the 
thallawala sets about establishing a good 
relationship with the new community. In 
the initial stages of development the 
residents of squatter settlements buy 
water tankers for their use. However, at 
that initial stage there are no storage 
facilities for water in the settlement. 
Invariably the thalia's storage tank is used 
for this purpose, free of charge, and often 
the thallawala takes on the responsibility 
of distributing the water. The thallawala 
has some building experience and he 
offers the new residents advice on how 

1. Houses built in Karachi squatter 
settlements without assistance from a local 
thallawala. 

they should build and on the materials 
they should use. He offers to provide 
these materials and the skilled labour 
required for their use. If the residents 
cannot afford to pay, he provides the 
materials on credit and often also provides 
cash credit for payments to the skilled 
labour. The credit is recovered fairly 
quickly, within two to six months, in 
small instalments because it is seldom of 
more than 2,000-5,000 rupees. Violence 
or threats are never used to recover credit 
but social pressure from neighbours and 
clan or family members is. 

The thallawala finances his activities 
from various sources. Often the 
informal developer of the settlement 
gives him a loan or land for the thalia 
free of cost. This is because the value of 
the land in the settlement goes up 
considerably if the houses are made of 
corrugated iron sheets and concrete 
blocks instead of mat and reed. Aggregate 
suppliers and transporters provide 
materials on a monthly credit basis at a 
marginally higher cost, and corrugated 
sheet suppliers recover their money as 
sales are made. 

Normally after a settlement has 200 to 
500 houses in it, it expands rapidly, and 
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with its expansion a less poor clientele 
moves in. By this time the thallawala is 
usually an important and trusted member 
of the community. His services are sought 
for settling disputes, including matri
monial ones, and for assisting the lobby
ing effort with the local government for 
services for the settlement. By this time 
he is in a position to expand his thalia, take 
on building contracts and cater to the 
more sophisticated demands of his new 
clients. 

Surveys carried out in selected Karachi 
squatter settlements have shown that in 
all cases of house construction there was 
involvement of the thalia. Construction 
of 13 per cent of the houses was 
contracted out to the thalia; 62 per cent 
of the respondents purchased materials on 
credit from it, and 9 per cent took cash 
credit as well. Ninety-one per cent of the 
houses were constructed of concrete 
blocks and corrugated iron sheets.! 

The thallawala's intervention has 
certainly improved housing quality in 
Karachi's squatter settlements. However, 
his materials of construction, raw and 
manufactured, and the technical advice 
and building skills that he provides are all 
sub-standard. As a result, the buildings 
in the squatter settlements face several 
problems. Foundations are prone to 
sulphate attack; bonding between blocks, 
especially at corners and junctions, is not 
properly done, resulting in big vertical 
cracks at these points; timber or steel 
members carrying the corrugated iron 
sheet roofs sag due to wrong sizing 

2. Houses built with assistance from a 
thallawala. The difference between these 
houses and those made without assistance 
is obvious. 

resulting in leakages during the rains; 
roofs flyaway during the storms as the 
iron sheets are not anchored to the 
supports and walls but held down by 
concrete blocks or large stones; and the 
walls take in so much water during the 
monsoon (as the concrete mix is poor) 
that they sometimes collapse. Residents 
cannot build a first floor to their houses 
since the walls and the foundations are not 
strong enough to take another storey. 2 

The reasons for the sub-standard 
construction done by or through advice 
given by the thallawalas has been studied 
by the Orangi Pilot Project (OPP) and by 
the students at the Department of Archi
tecture at the Dawood College in 
Karachi .3 Concrete mix for the blocks is 
often 1 :24 cement:aggregate. This is not 
to increase profit margins but to make the 
product affordable to the people. Curing 
of blocks is seldom done for more than 
two days and after that blocks are often 
lifted and used while still wet. Aggregate 
used for concrete is from sources 

3. Block making by hand at a traditional 
thalla. (Photo: OPP) 

2 

identified by the city authority . Most of 
these sources are at a distance from the 
city and hence their cost is high. 

Masons working with the thalia are 
badly trained and that is why they work 
in low-income settlements where wages 
are considerably lower than average city 
wages. Foundation and roof-joist sizes are 
decided intuitively and this intuition takes 
into consideration the low paying 
capacity of the clients in a big way! Eaves 
and ridge details are poor, and above all, 
the house-owners, many of whom are 
from rural areas, are unfamiliar with the 
materials and techniques of construction 
being used. They do not know what to 
expect or demand from the thal/as or how 
to relate to the system that is serving 
them. There is the common attitude 
among all the participants in the low
income housing process that for a poor 
man's house 'anything goes'. 

There has been a lot of research in 
Pakistan into materials and technologies 
for what is known officially as 'low-cost 
housing'. Impressive models have been 
developed by the Appropriate Tech
nology Development Organization 
(ATDO) and the Pakistan Council for 

3 Scientific and Industrial Research 
(PCSIR) . However, the ATDO and 
PCSIR research has not studied the 
process of housing or identified the actors 
involved in it. As a result, it has not been 
possible to extend the results of this 
research to the residents, entrepreneurs 
and artisans of the squatter settlements. 
The OPP, on the other hand, has studied 
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the process in detail, identified the actors 
in it and has the advantage of operating 
from the largest squatter settlement in 
Pakistan. On the basis of this research and 
its links with community activists and 
thallawalas, the OPP has developed a 
housing programme for Orangi. 

The OPP's housing programme has 
three basic components: 1. The upgrading 
of manufactured items at the thalla and of 
technical advice through research and 
extension and in the process reducing 
costs. 2. Improving the skills of artisans 
through a training programme. 3. Raising 
awareness levels of the residents regarding 
construction technology and its relation
ship to the process of construction, 
artisanal skills and the thalla. 

Initially, OPP worked in collaboration 
with an existing thalla. Research was 
carried out to reduce costs and improve 
the quality of the concrete block. New 
sources of cheaper aggregate were dis
covered, block manufacture was mechan
ized and so was the curing process . The 
result was a concrete block of over 700 psi 
strength as opposed to a traditional one 
of 50 to 60 psi and at the same cost. In 
the next stage standard designs for found-

5 

4. A block making machine in operation 
at Mr. Reza's thalla in Orangi. The 
thalla has been upgraded by the Orangi 
Pilot Project. (Photo: OPP) 

5. Moulds for making concrete battens and 
tiles at an upgraded thalla. 

6. A new roof going up using battens and 
tiles manufactured at an upgraded thalla. 
(Photo: OPP) 

ations and concrete battens for support
ing corrugated sheets were prepared and 
made available both to the thallas and the 
residents. Thus, with the new walls and 
foundations the construction of a first 
floor became possible. Further research 
resulted in the development of pre-cast 
concrete tiles and battens for the roof to 
replace the corrugated iron sheets. This 
made first floor construction possible 
without having to remove an existing 
roof. Very soon these products became 
popular in Orangi and other thallas 
applied to the OPP for technical 
assistance. Now there are 14 upgraded 
thallas in the Orangi squatter settlements 
and many of them are also serving the 

4 

more affluent areas of the city . Requests 
for upgrading continue to pour in. 

The upgrading of the thallas, along with 
the OPP's extension and training 
programme aimed at house-owners and 
artisans, is in the process of improving not 
only new construction but also carrying 
out rectifications to older buildings. Best 
possible technical and managerial advice 
based on social research and an under
standing of the housing process has 
succeeded where large-scale state inter
vention, through the various special 
development projects, has failed to 
develop an easily replicable model. 

NOTES 
1. Metropolitan Fringe Development in Karachi: 

Arif Hasan/UNESCAP, 1987. 

2. Orangi Housing Primer: Department of 
Architecture, Dawood College, Karachi, 1984. 
The Housing Programme of the OPP: Arif 
Hasan/OPP, 1985. 

3. The OPP is a NGO sector project operating 
in Orangi township in Karachi. Most of the 
township consists ·of squatter settlements. 
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