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ABSTRACT

This study was carried out to find out the effects of payment delay on contractors’ cash flow in the case of the Tanzania Rural and Urban Roads Agency. The study had three research objectives, which were formulated to answer the general problem of the research study, which was elaborated in the statement of the problem. This study used a case study design. The study population consisted of Contractors in TARURA road projects. The researcher used a purposive sampling technique to draw a sample size of 109 respondents from the population. The findings show that factors such as appropriate allocation of funds and limited funds provided by the client significantly influenced the contractor’s cash flows and, hence, inadequate cash flow. More so delaying payments affects the contractors in meeting project costs in terms of wages, materials, equipment, and logistics. This study explores the impact of financial delays on contractors’ cash flow in road projects undertaken by TARURA in the Dar es Salaam region. It specifically examines how delayed fund releases from financiers; postponements in work certification, and non-compliance with contract terms affect contractors' financial stability. Adopting a quantitative approach, the research integrates both quantitative and qualitative data collection to evaluate the extent of these factors' influence. The findings shed light on the challenges contractors encounter due to delayed payments, underscoring the necessity for improved contract management and prompt financial disbursements. The results of this study will serve as a valuable resource for guiding policy recommendations aimed at enhancing cash flow predictability and overall efficiency in road project execution.
Keywords: Contractor’s Cash Flow, Delayed Release of Funds, Works Certification Delays, Contractual Compliance, and Road Project Financial Management. 
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CHAPTER ONE

INTRODUCTION

1.1 
Overview

This chapter presents the background of the study, statement of the problem, the objectives of the study, the research hypothesis, and scope of the study, the significance of the study, and the organization of the chapter.
1.2 
Background Information

Tanzania’s construction industry is of no exception as it continues to occupy a vital position in the nation’s economy and as a provider of the buildings and infrastructure needed to ensure continued economic growth and prosperity (Gashahun, 2020). The construction industry is faced with the challenge of delayed payments when executing road construction projects worldwide, rendering the incapability to finish projects punctually and within a given budget (Idowu and Aligamhe, 2023). 

However, Windapo et al (2017) reported that due to the complex project procurement, implementation environment, and unmanaged cash flow problems; construction projects are often deemed unsuccessful in meeting the aspirations set at project commencement. More so, a major criticism facing the Tanzania construction industry is the failure to use methods and techniques that will improve cash flow management (Abubakar et al., 2016).
Alawi (2021) found that cash flow management is critical for contractors to successfully deliver projects in the construction industry. Idowu and Aligamhe (2023) put forward that appropriate management of cash flow is a vital tool and essential to the continued health and stability of the construction industry because liquidity serves as the primary resource for running successful project organizations. Bissoon and Outridge (2020) believe that forecasting cash flow requirements and setting aside suitable provisions is of critical necessity for providing financial stability during periods of insufficient cash resources. Kikwasi (2013) found payment delays and poor supervision in public projects to be the cause of poor quality of work. 
As per the CAG Report (2018) payment delays have been envisaged in Tanzania through its roads agencies, namely, Tanzania National Roads Agency (TANROADS) and Tanzania Rural and Urban Roads Agency (TARURA). Such delays influenced the contractors’ cash flows to the extent of abandoning the works or completing the works with financial difficulties, resulting in denying citizens the intended benefits of the projects. From that background, this study intends to examine the effects of payment delays on contractors’ cash flow concerning TARURA, Dar es Salaam Region.

The construction industry is crucial for economic development, significantly contributing to infrastructure advancement, job creation, and national productivity (World Bank, 2022). Nevertheless, challenges in financial management, especially delayed payments, pose a significant problem for contractors’ cash flow. This can lead to project disruptions, cost overruns, and, in severe cases, contractor insolvency (Rahman et al., 2021).
Cash flow in construction projects relies heavily on the timely release of funds, prompt certification of completed work, and strict adherence to contract terms (Ogunsemi and Jagboro, 2020). Delays in payments can significantly disrupt the financial stability of contractors, affecting their ability to procure materials, compensate workers, and fulfill other contractual obligations (Mahmood et al., 2019). Research indicates that financial constraints resulting from delayed payments can lead to project delays, disputes, and, in some instances, contract termination (Doloi et al., 2021).
In road construction projects, the challenge is particularly pronounced due to a heavy reliance on government financing, where bureaucratic inefficiencies often lead to significant delays in payments (Alinaitwe et al., 2020). Within the context of TARURA, contractors engaged in road projects frequently encounter delays in fund disbursement, prolonged certification timelines, and difficulties in enforcing contract compliance. These complications contribute to cash flow instability, intensifying financial pressure and diminishing contractors' capacity to maintain their operations (Mahamid and Amundaray, 2022).
Despite the presence of established procurement and contract management frameworks, the ongoing problem of payment delays highlights the necessity for enhanced regulatory mechanisms, streamlined financial disbursement processes, and stricter enforcement of contract terms. Recent studies underscore the importance of policy interventions to promote a more predictable cash flow for contractors, ultimately improving project performance and completion rates (Cheng et al., 2023).
In both developed and developing countries, delayed payments present a significant challenge, imposing financial strain on contractors, diminishing working capital, and resulting in project delays or even abandonment (Rahman et al., 2021). Research indicates that in emerging economies, where government-funded infrastructure projects are prevalent, bureaucratic inefficiencies and budgetary constraints often contribute to late payments, adversely affecting the supply chain (Cheng et al., 2023). Furthermore, studies suggest that the financial instability caused by delayed payments heightens the risk of insolvency among contractors, disrupts project timelines, and increases costs due to claims and disputes (Mahamid & Amundaray, 2022).
In Africa, the construction industry grapples with significant financial risks stemming from irregular fund disbursements, slow certifications of completed work, and inadequate enforcement of contract terms (Alinaitwe et al., 2020). Government-funded road projects are particularly vulnerable, as delays in fund allocation and procedural bottlenecks impede progress, placing contractors in financially precarious situations. The absence of structured payment mechanisms frequently leads to stalled projects, resulting in cost overruns and substandard infrastructure development (Ogunsemi & Jagboro, 2020).
In Tanzania, the issue of payment delays in construction projects has been extensively documented, particularly affecting contractors engaged in government-funded road initiatives. These delays result in significant financial hardships due to prolonged certification processes and inconsistent fund disbursement (Mahmood et al., 2019). 
The Tanzania Rural and Urban Roads Agency (TARURA), which is the primary agency overseeing local road construction, has encountered substantial challenges related to these payment delays, which in turn impact contractor performance and overall project efficiency. Despite the presence of established procurement and financial management frameworks, this problem remains unresolved, highlighting the need for further research to uncover its root causes and implications.
1.3 
Statement of the Problem 

Cash flow is the lifeblood of construction projects. However, steady cash flow is rare in construction projects worldwide (Tanzania in particular) (Kikwasi, 2013). Buertey and Adjei-Kumi (2012) & Usman et al. (2016) recognize the need for contractors to prepare a comprehensive construction plan at the project inception stage as a guideline for monitoring and controlling work progress; as a result, countless cash flow forecasting techniques have been developed. Omopariola et al. (2019) asserted that in the construction industry, most Employers of construction projects use payment delays to contain the risks in the transaction process. Therefore, if the payment terms of the project contract are set improperly and the contractor does not have a large fund reserve, the contractor may often encounter a fund shortage later in the construction period, which can easily lead to dried-up cash flow and delayed wage payments (Idowu & Aligamhe, 2023). 

A healthy cash flow position results in liquidity of a company, which helps it sustain its operation resulting in generation of higher profits and prudent re-investment of the profits results in the growth of the firm as consistent positive cash flow position, will facilitate higher profit levels and hence excess cash for investment (Tarawneh et al., 2023). Most of the studies (Kikwasi, 2013; Seo et al., 2018; Rivera et al., 2020 & Alawi, 2021) focused on the influence, causes, and perception of payment delays. This study aims to fill this knowledge gap by examining the effects of payment delays on contractors’ cash flow, a case of road project implementation by TARURA, Dar es Salaam Region. 

Timely payments are fundamental to the financial stability of contractors and the successful execution of road construction projects. However, persistent delays in payments continue to undermine contractors’ cash flow, leading to liquidity constraints, slowed project progress, increased costs, and, in severe cases, contract termination (Doloi et al., 2021). Studies have shown that delayed payments disrupt contractors' ability to meet payroll obligations, procure materials, and manage operational expenses, ultimately affecting project efficiency and quality (Cheng et al., 2023). In the road construction sector, where large sums of capital are required upfront, financial uncertainty due to delayed disbursements can cripple contractors’ financial health and overall industry growth (Mahamid & Amundaray, 2022).
Public sector construction projects around the world are particularly susceptible to payment delays due to bureaucratic processes, stringent financial regulations, and budget constraints (Ogunsemi & Jagboro, 2020). In developing economies such as Tanzania, this issue is further complicated by inefficiencies in project financing, slow certification of completed works, and non-compliance with contract provisions, all of which disrupt smooth payment flows (Mahmood et al., 2019). The challenges are particularly apparent in Tanzania's road construction sector, specifically within projects managed by the Tanzania Rural and Urban Roads Agency (TARURA). Contractors often face significant delays in fund disbursement, leading to severe financial difficulties that impact project timelines and delivery standards.

Even with regulatory frameworks designed to enhance payment efficiency, contractors involved in TARURA-managed road projects in Dar es Salaam are still facing substantial financial pressure due to delays in fund release, slow certification of completed works, and inconsistencies in contract administration. If these issues are not addressed, they could jeopardize not only the interests of individual contractors but also the broader success of the country’s infrastructure development initiatives.
This study aims to investigate the impact of payment delays on contractors' cash flow in TARURA road projects in Dar es Salaam. It will focus on key financial challenges, the underlying causes of these delays, and their broader implications for project execution. By identifying critical gaps in contract management and fund disbursement processes, this research aspires to contribute policy recommendations that enhance efficiency, transparency, and financial sustainability within Tanzania’s road construction sector.
1.4 
Research Objectives

1.4.1 
General Objective

To examine the effects of payment delays on contractors’ cash flow; a case of road projects implemented by TARURA.
1.4.2 
Specific Objectives 

(i) To identify the effects of delayed release of funds from financiers on contractors’ cash flow for road projects implemented by TARURA, Dar es Salaam Region.

(ii) To examine the effects of delay in certification of works on contractors’ cash flow for road projects implemented by TARURA, Dar es Salaam region.

(iii) To find out the effects of non-compliance with conditions of the contract on contractors’ cash flow for road projects implemented by TARURA, Dar es Salaam region. 

1.5 
Research Questions 

This study was guided by the following questions;

(i) Do delays in the release of funds from financiers affect the contractor’s cash flow for road projects implemented by TARURA in the Dar es Salaam Region?

(ii) Does the delay in certification of works affect the contractor’s cash flow for road projects implemented by TARURA in the Dar es Salaam region?

(iii) Does non-compliance with the conditions of the contract affect contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region.
1.6 
Research Hypotheses

After discussing the above relevant theories and previous studies, the hypotheses are formulated based on the identified research gap as follows:

H1: There is a positive relationship between the release of funds and the Contractor’s Cash flow.

H2: There is a positive relationship between the certification of payments and the Contractor’s Cash flow.

H3: There is a positive relationship between compliance to contract terms and the Contractor’s Cash flow.

1.7 
Scope of the Study 

The scope of this study focuses on investigating the effects of payment delays on contractors' cash flow in road construction projects, specifically within the Tanzania Road Agency (TARURA), Dar es Salaam region. The study addresses how delayed payments from financiers impact contractors’ operational and financial stability, potentially leading to project delays, increased costs, or failure to meet contractual obligations. The analysis was conducted in the context of the road construction industry, which often involves large-scale infrastructure projects with substantial financial investments.

1.7.1 
Contractors' Cash Flow

The study examines how payment delays directly affect contractors’ cash flow, focusing on liquidity, working capital, and overall financial health. This will include the challenges contractors face in managing resources, paying subcontractors, and meeting operational costs due to delayed or withheld payments.
1.7.2 
Payment Delays

The study focused on the causes of payment delays, including issues related to procurement procedures, financing bottlenecks, inefficiencies in payment processing, and delays in work certification.
1.7.3 
Contractual Compliance and Performance

The study assesses how non-compliance with payment timelines as specified in contracts affects project performance. This includes exploring the relationship between timely payments and project deadlines, quality of work, and adherence to contractual terms.

1.7.4 
Time Frame of the Study

The research covers a period of five years, from 2018 to 2023, to capture recent trends in payment delays and their impact on contractors’ cash flow within road construction projects implemented by TARURA in the Dar es Salaam region. This time frame provides insights into both the short-term and long-term effects of delayed payments on contractors' financial health. 
Analysis of payment procedures, certification delays, and their initial impacts on contractors for the years 2018-2020. Focus on more recent developments in project execution, payment delays, and their cumulative effects on contractors’ cash flow for the years 2020-2023. 
1.7.5 
Geographical Scope

The study focuses exclusively on road construction projects managed by TARURA in the Dar es Salaam region. This includes projects of varying sizes, from small-scale road improvements to large-scale infrastructure development projects.

1.8 
Significance of the Study

The overarching ambition of this study is to provide knowledge and educate construction practitioners; private investors, Donors, and the Government on the risks posed by payment delays and suggest acceptable solutions. The study further presents that the significance of cash flow was related to cash as the primary source of every successful construction project because a stable financial performance, achieved through productive cash flow analysis, creates the potential for construction organizations to exploit their investment opportunities. 
The study involves various stakeholders from different levels of the road construction sector. Identifying these stakeholders and demonstrating how they will benefit from the findings is crucial to ensuring the study's relevance and practical application.
1.8.1 
Contractors

Contractors are the primary subjects of this study. They are responsible for executing road construction projects, and payment delays affect their ability to manage operations, pay subcontractors, and meet project deadlines. Contractors gain insights into the financial impacts of delayed payments and how to manage cash flow more effectively.
The study helps contractors understand the financial risks associated with delayed payments and how to implement risk management strategies to mitigate these effects.

The findings provide evidence to advocate for better payment timelines in construction contracts, leading to cash flow that is more predictable for contractors.
1.8.2 
Tanzania Rural and Urban Road Agency (TARURA)

TARURA is the Government Agency responsible for planning, overseeing, and executing road construction projects in Tanzania, including the management of project financing and payments.
The study highlights inefficiencies and delays in payment processes, which can help TARURA streamline its procedures for releasing funds to contractors and improving project timelines. The findings provide TARURA with information on how payment delays impact contractors, aiding in better contract terms, particularly concerning payment schedules. Insights from the study can guide TARURA in creating policies to ensure timely and efficient payment systems, enhancing their relationship with contractors.
1.8.3 
Financiers (Government, Banks, Donors)

Financiers, such as the government, banks, and development partners, provide the funding for road construction projects managed by TARURA. The study highlights how delayed payments affect contractors' performance, encouraging financiers to structure payment schedules that align with contractors' cash flow needs.
Financiers gain a better understanding of the financial challenges faced by contractors, which can lead to better risk assessment and mitigation in future projects. The findings may encourage financiers to establish more efficient and transparent mechanisms for fund disbursement, ensuring smoother project execution.
8.1.4 
Subcontractors and Suppliers

Subcontractors and suppliers provide specialized services and materials to the main contractors for road construction projects. Subcontractors benefit indirectly from improvements in the main contractor’s cash flow, which can result in more timely payments for their services and materials.
The study’s findings lead to more consistent payment cycles, ensuring that subcontractors receive payments on time, improving their financial stability. Subcontractors can advocate for changes in payment terms within their agreements, based on the results of this study, to ensure more favorable cash flow arrangements.

1.8.5 Government Regulators and Policy Makers

Government bodies such as the Ministry of Works, Transport and Communication, Public Procurement Regulatory Authority (PPRA), and other related institutions are responsible for setting and regulating policies that govern the procurement and payment processes in public projects.
The study will provide evidence to support the creation of policies that ensure timely payments to contractors, enhancing the efficiency of government-funded projects. The findings can serve as a basis for reforming the procurement regulations to enforce clearer payment timelines and improve the overall procurement process. The study will highlight the importance of compliance with payment schedules, encouraging regulators to enforce stricter penalties for late payments and non-compliance.
8.1.6 
Project Management Teams

Project management teams within TARURA or other contractors are responsible for overseeing project implementation, ensuring it is completed on time and within budget. By understanding the impact of payment delays on contractors’ cash flow, project managers are better equipped to anticipate and manage delays; ensuring projects are completed on time.

The findings help project managers allocate resources more effectively, ensuring that financial constraints do not hinder project execution. The study aids project managers in planning payment schedules that align with contractors' needs, improving overall project efficiency.
1.8.7 
Local Communities and Beneficiaries of Road Projects

Local communities and individuals who directly benefit from road infrastructure projects, including better roads, increased mobility, and improved access to services.

When contractors face fewer financial constraints due to timely payments, they can complete projects faster, benefiting the local community by improving transportation infrastructure.
Communities will experience fewer delays, ensuring that road construction projects are completed on schedule and contribute to improved socio-economic development.

By addressing the issue of payment delays, the study can help expedite the provision of essential infrastructure to communities, leading to improved public services, access to markets, and overall living standards.

1.8.8 
Academia and Researchers

Academic researchers, scholars, and institutions that study construction management, economics, and public sector management. This study will add to the body of knowledge on the impact of payment delays on contractors' financial health and the broader construction sector.

The findings may open new areas of research on improving cash flow management practices, financing mechanisms, and contract management within the construction sector. The study will provide educational resources for students and researchers studying construction economics and management, with real-world implications on financial management practices.

By addressing the specific concerns and needs of each stakeholder group, the study promotes better communication, policy formulation, and practices aimed at improving contractors’ cash flow management and the overall success of road construction projects under the Agency.

1.9 
Organisation of the Study

This research work was divided into five chapters that include this chapter.  Chapter one is on the background to the problem. The second chapter of the study deals with the literature review while the third chapter is on research methodology.  Chapter four is on findings and discussion and Chapter five has a summary conclusion and recommendations.
CHAPTER TWO

LITERATURE REVIEW

2.1 
Overview

This section presents the literatures that underpin the study. It commences with the definitions of key concepts, then a theoretical review in presented. It further presents the empirical review from various scholars and finally, the conceptual framework that emanates from the kinds of literature reviewed.

2.2 
Definition of Key Concepts 

2.2.1 
Payment Delays 

The concept of payment delays is not so much a debated construct regarding what it constitutes. However, several opinions and definitions have been advanced for the concept. Wuni et al. (2017), opined that payment delays occur when the honouring of payment is affected at a time later than the stipulated contractual time. This definition appears to be logical since the concept of ‘delay’ comes into play only when a stipulated time is missed. 

2.2.2
Cash Flow

Arafat et al. (2016) defined cash flow as the lifeblood of an organisation because, without it, outstanding financial obligations cannot be met. Lowe et al. (2010) observed that a company must have sufficient working capital to pay its creditors, suppliers, subcontractors, and employees, and may be reliant on its Employers’ payments to cover these expenditure items. Usman et al. (2016) assert that cash flow is of particular importance to the contractor because it is a reflection of a project’s financial performance before the contract is completed and the final account is settled. The definition by Arafat et al. (2016) fits the study.

2.2.3 
Financier 

A financier is a person, company, or Government that provides money for projects or businesses. The Government is the main financier of road infrastructure development in Tanzania. This financing comes from three main sources; the Consolidated Fund, the Tanzania Road Fund (RF), and Donor Funds. The main sources of funding for the Roads Fund are fuel levies, transit charges, overloading fees, and heavy vehicle license fees (Mlinga, 2016). Other sources include Constituency Development Catalytic Fund (CDCF), Grants and Credits. 

2.2.4 
Certification of Works

During contract periods, the most common method used is interim payments or the so-called progress payments. In Standard Forms, the interim or progress payments are affected by the issuance of interim payment certificates. An interim certificate is the periodic certification for the payment due to the contractor. The actual duration of certification of works is normally the period as agreed to in the contract conditions signed (Singh, 2003, Recited by Ansah, 2011). 

2.2.5 
Conditions of the Contract

A condition of the contract is a requirement that one or both parties, that is Contract and Employer, must comply with the execution of the contract. These conditions include, but are not limited to, payment terms, quality assurance of works, and adherence to technical specifications and drawings. The conditions of the Contract referred to in this study are those General and Special Conditions stipulated in the respective road works contracts, depending on the size of the works. 

2.3 
Theoretical Literature Review 

2.3.1 
Liberal Theory of Contract 

This study was guided by the Liberal theory of contract developed by Kimel in 2003. Kimel (2003) asserted that a construction contract is a promise between parties that are an employer and contractor who willingly enter into a contractual relationship whereby the employer must pay for the construction works executed and completed by the contractor to the satisfaction of the drawings and specifications stipulated in the contract. The liberal theory of contract assumes that the contract provides a mechanism in which willing parties can enter a contractual relationship based on personal objectivity and that parties to a contract are most often strangers. The liberal theory of contract provides room for parties in construction contracts to agree on the payment arrangements between them (Kamanga et al., 2019). 
This is the case in Tanzania where there are no statutory or other legal procedures regulating how an employer is to pay a contractor. As such, issues relating to payment are typically decided between the parties and are set out in the contract (Rivera et al., 2020). This liberal approach to payment terms is reflected in many standard-form contracts. A typical construction contract payment procedure comprises several basic steps, such as following the completion of certain works or at the agreed interval, a contractor submits a statement to the employer showing the amounts to which he considers himself entitled (Geleta, 2020). Then, the payment becomes due within an agreed period, and the employer pays the amount set out in the contractor's payment application, less retention (where applicable) and also any amounts with which the employer has expressed his disagreement (Kimel, 2003).

This general approach is followed by the International Federation of Consulting Engineers, commonly known as FIDIC contracts, which are widely used on international construction projects (Kamanga et al., 2019). The Liberal theory of contract is vital to the study because the liberal theory explains the contractual relationship between parties in the contract. The liberal theory also pointed out how parties in the contract fulfil the contractual obligations in mutual agreement on how the Employer, as the Government, on one side, effects payment for the work completed and how the contractor executes the construction work as specified in the contract (Kimel, 2003).
The strengths of a liberal theory are based upon drawing attention to differences between promise and contract and the crucial difference is that the contracts are enforceable. In addition, liberal theory recognizes that contracts attract the external sanction of the law. Moreover, the weakness of the theory is that it does not provide important bearing on the choice of remedy for breach of contract. In addition, liberal theory does not examine the broader concerns of morality, such as the appropriate scope of the freedom of contract (Kimel, 2003). Time for payment of approved executed works is set in the contract; failure to effect payment within that time is termed as delay in payment, and the Liberal theory provides that the terms and conditions of the contract are to be used in taking remedies. Other management theories, such as Contingent theory, classical and behavioural theories mainly deal with general management elements in an organization, hence making them unfit for this study. Therefore, this theory provides the basis of the arguments in this study to explain the causal relationship between payment delays and contracting parties involved in road construction projects. 

2.4 
Empirical Literature Review

2.4.1 
Global Studies

Cash flow plays a vital role in enabling contractors to maintain smooth operations and complete projects on time. Timely payments are essential for effective financial planning, helping to avoid liquidity crises, reducing the need for borrowing, and keeping projects on track. Research highlights that addressing the issue of late payments can significantly enhance project outcomes in both developing and developed economies (Kazaz et al., 2016). 
For instance, a study by Kaming et al. (1997) on Indonesian construction projects showed that 75% of contractors faced cash flow challenges due to payment delays, affecting project momentum and increasing financing costs. Moreover, Hughes et al. (2019) indicated that improving cash flow through timely client payments could mitigate insolvency risks for small and medium-sized construction firms in the UK. By fostering a culture of prompt payments, the construction industry can improve financial stability and project success for all stakeholders involved.
Payment delays in construction projects stem from several pervasive factors, including bureaucratic inefficiencies, inadequate financial management by clients, and regulatory obstacles. Government-funded initiatives consistently face sluggish fund disbursement due to unnecessarily lengthy approval processes. Research by Oladapo (2007) on Nigerian construction projects clearly indicates that inefficient budget approvals and mismanagement of funds are the main culprits behind delayed payments. In Hong Kong, Mok et al. (2018) pinpoint disputes over contract terms as a significant driver of payment delays, which results in protracted negotiations and inevitable project stagnation. Furthermore, inflation and fluctuations in foreign exchange rates are directly linked to these delays. Zawawi et al. (2014) unequivocally demonstrated that economic downturns in Malaysia lead to payment delays, largely due to the financial hardships faced by project owners.
Empirical research underscores the importance of timely payments in maintaining the financial health of contractors. Khalid et al. (2019) found that 60% of small contractors in Pakistan experienced significant liquidity challenges due to delayed payments, which not only led to cost overruns but also affected project quality. To enhance their cash flow, many contractors explore options such as bank loans or informal borrowing. A study by Windapo and Cattell (2013) in South Africa identified that 48% of contractors utilized high-interest short-term loans to address working capital shortfalls resulting from payment delays. 
Timely payments can help avoid disruptions in project schedules, which can otherwise lead to extended completion times and increased costs. Additionally, research by Odeyinka et al. (2003) on UK construction firms' Projects facing payment delays has been shown to experience an average cost overrun of 20%. By tackling the issue of these delays, the industry can create a more stable and efficient construction environment. Horta and Camanho (2014) noted that in Portugal, construction companies that frequently encounter payment delays face a 30% higher likelihood of insolvency compared to those with stable cash flow.
Several countries have proactively implemented laws designed to address the issue of delayed payments in the construction industry. The UK's Housing Grants, Construction and Regeneration Act (1996) has been a significant step forward, introducing adjudication to facilitate the swift resolution of payment disputes (Cheung, 2011). By leveraging financial guarantees and advance payment clauses, contractors can be better protected in their dealings. Research conducted in China by Lu et al. (2015) highlights the effectiveness of performance-based payment structures in reducing disputes and promoting cash flow stability. 
Moreover, the embrace of electronic payment solutions has proven to enhance payment efficiency across the sector. In India, a study by Jain and Chandrasekaran (2020) revealed that the adoption of digital payments in public construction projects has led to an impressive 35% reduction in average payment processing times. Together, these strategies highlight a constructive approach to improving financial practices within the construction industry.
Empirical studies from around the world emphasize the negative effects of payment delays on contractors' cash flow. These delays can lead to financial distress, an increased reliance on borrowing, cost overruns, and even insolvency. To address these issues, potential solutions include implementing legislative measures, improving contract management, and adopting digital payment systems. Future research should focus on real-time monitoring of payment processes to enhance financial security within the construction sector.
2.4.2 
African Studies 

Illangakoon (2017), a study conducted in Sri Lanka to examine the effects of payment delay on small-scale construction projects, revealed that the payment delays to small-scale contractors are significantly high, and Client factors are comparatively more crucial. The main causes for payment delays to Small Contractors are “Due to prevailing internal system of the Client (No of officers passing the bill), Cash problems of the client (No availability of Funds), Time taken to check the bill by the client, Additional works requested by the client after submission of Final Bill, Non-adherence of correct formats by Contractor and Improper submissions by Contractor (less documentation)”. 
Also, poor cash flow because of a lack of proper process implementation, a delay in the release of the retention monies to contractors, and a delay in the evaluation and certification of interim and final payment. Tarawneh et al. (2023) investigated the impact of cash flow variation on Jordanian construction projects from the contractors’ perspective and its relationship with project performance. 
The study results showed a positive and significant effect of cash flow variation on project performance in Jordanian construction projects. In addition, contractors to schedule project activities correctly and efficiently to maintain a steady state of the project cash flow recommended it.

Alawi (2021) explored the delay in payments on the construction productivity of the small and medium construction companies in Oman. In addition, it ranks the delay in payment among other productivity factors. The results showed that a delay in payment significantly affects the financial stability of the companies. It was found that the rank of delay in payment in the small and medium construction industry is significantly higher than what was found in large companies. 

Ribah (2023), assed non-adherence to the quality assurance and control during execution of the works results to payment delay. The study noted the following effects relating to non-adherence to contract conditions (quality control): Taking a long time for payments of contractors by clients, rising cost of materials at all times, Poor financial control on site, insufficient financial resources from the contractor side, and poor available funds management. 

(Bolton et al., 2022) In the UK, the construction sector frequently has problems with late payments. Subcontractors suffered longer payment delays in projects with larger payments (Bolton et al., 2022). The study also revealed that the release of the second half of the retention faced subcontractors with an even larger difficulty, with a considerable percentage of the money being delayed for over two months after the due date. The results reveal that although legal and contractual processes have endeavoured to tackle the problem, it nonetheless remains and that subcontractors regularly violate them. The Project Bank Accounts, the central retained deposit plan, and smart contracts are current developments that have the potential to eliminate payment delays. 

Chadee et al. (2023), in Srilanka slow issuance of variation orders by employers are the major causes of payments being delayed, which is a regular problem in the construction sector. The main reasons for payment delays include a rise in the contractor's debt as well as delays in subcontractor and supplier payments. To help small to medium contracting businesses manage payment holdups, across the globe as well as locally, a risk response framework was created. By educating policymakers and construction professionals about the consequences of delaying approved payments, their subsequent effects and causes, and a risk response technique, that reduces the detrimental effects on contractors' funds. 

Ajayi1 (2016), in Canada, shows that payment delays can reduce the efficiency of contractors, increase costs, and extend project timelines. The reasons for late payments included exaggerated cash flows, claim mistakes, poor financial health, and disagreements about the value of the labour. The findings showed that clients looked for co-investors to back their financial commitment, and stakeholders should collaborate to prevent bottlenecks when deciding how much to pay contractors.

Delays in payment to subcontractors by the contractor and client on construction projects are accepted as a major cause of uncertainty in the Malaysian construction industry due to the potential for severe cash flow issues and financial hardship for construction companies. The study approach used was a questionnaire survey analysis based on the research's results that the major contractor's late payment is when the phrase "pay when paid" is used, while the client's late payment is one of the elements that contribute to the problem. To improve the payment situation, contracts must have specific procedures for enforcing payment delays, such as adding a typical contract language that includes assessing late fees. 

Dubem et al. (2020) assessed the risk factors affecting contractors’ cash flow for construction projects and examined their influence on contractors’ cash flow projections in Nigeria. The study used a quantitative survey approach while the data collected were analyzed using descriptive statistics and Kruskal Wallis. Findings indicated that the 5 top-rated risk factors affecting contractor’s cash flow were ‘delay in payment by the employer, ‘delay in delivery of materials’, contractor’s lack of resources, exchange rate, and inflation while the 5 least rated risk factors by respondents were currency of cost data, disagreement over retention, overvaluation, adjustment of prime cost sums, and force majeure. 
It was also discovered that ‘contractor’s lack of resources’ had the highest severity of influence according to the view of respondents. The study concludes that cash flow projections of contractors handling construction projects in South-South Nigeria are prone to risks, most of which are significant. The study recommends that contractors and other stakeholders consider putting in place risk control measures to counter those risks identified in this study as likely to have a high severity of influence on cash flow to bolster project delivery.

Omopariola et al. (2019) evaluated the Nigerian contractors’ perceptions regarding the effects of positive and negative cash flow during construction projects, to establish effective strategies for cash flow management; the impacts of negative and positive cash flow; and the potential solutions for improving cash flow on construction projects. The study found that delays in payments, difficulty in obtaining financial aid, and inadequate budgetary control are the causes of cash flow problems during construction projects. Cumulatively, these issues result in project delays, reduced profit margins, and in the worst scenarios, abandoning projects.

Idowu et al. (2023) assessed the effect of payment delay on time performance in the construction industry with a focus on the relationship between payment delay and time overrun. The results showed that the major causes of payment delay included slow coordination and seeking approval from concerned authorities, late preparation of interim valuation, and inflation. It further revealed that payment delay had a significant effect on cash flow, as it contributed to 43% variance, which indicates that payment delay has a highly significant effect on cash flow in construction projects. 

Ansah (2011) realized that employer-related factors were the highest-ranking group to contractors in the study. According to the contractors, the most frequent causes of delayed payment by clients are ‘Employer’s poor financial management’; ‘Employer’ poor financial sources/conditions. The employer also related the most frequent causes of delayed payment by contractors as ‘Contractors’ failure in submitting a new (corrected) claim’; ‘contractors submit claims with mistakes’; and ‘contractors’ failure to understand the contract agreement. Delayed payment most likely will cause undue cash-flow problems for the contractors. 

Failure to receive payment promptly could expose contractors to a greater risk of failing to complete construction projects on time. The survey results indicate that the most serious effects of delayed payment are ‘Delay in project’s progress’; ‘creates financial hardship for the company’; ‘sub-contractors refuse to continue works on the project’; and ‘creates a negative relationship between clients and contractors. 
O et al. (2019) revealed that non-compliance with contract conditions such as time control, cost control, and quality assurance programs leads to cash flow problems. A reasonable measure of time, cash, and assets are squandered on construction projects because of inefficient or non-existent quality management methods. Over the years, construction industry has been confronting numerous critics for its poor execution and profitability compared with other industries.
Okereke (2020), Any successful construction project needs financial flow, and results indicate that both design and build contracts and conventional procurement contracts with "valuation intervals" and the lag from being committed to making payment designated sub contractually paying" are satisfactory to contractors. It is advised that efforts be directed towards creating new, creative payment methods that will address these problems in light of the unsatisfied payments. 
Payments has been said to be the life-blood of the construction industry. Yet, the industry knows payment default, specifically payment delay remains a major problem (Ali, 2006). Contract period refers to the duration for completing the construction project. When the contract period is delayed, it means the contract cannot be completed within the stipulated time. Payment delay will lead to time overrun, delay in completion, and termination of contract (Amoako, 2011). The payment condition patterns are seen to defer between the public and private sector, the payment in time as said to be a key element of a contractors profitability performance, the impact on specialist contractors on payment delay, contractors were dissatisfied with the time lag to receiving payments, contractor non-payment as a cause of dispute escalating (Carmichael & Balatbat, 2000). As stated by Kennedy (2005), ‘payment not unexpectedly has always been the main subject of disputes’. It is anticipated that conflicts, if unsettled, will escalate into disputes, which can also cause late and non-payment. 
It is common practice in the construction industry for payment of the contract sum to be made by instalments, except on the smallest contracts and sub-contracts (Murdoch and Hughes, 2000). One of the main purposes of this, according to Kenley (2003) is to reduce the need for the contractor to fund the development of the project. This is because the total value of each contract forms a large proportion of a contractor’s annual turnover. According to Kenley (2003), the more common method of payment in the construction industry is the monthly or stage payment. According to him, one method that is also becoming common may be described as turnkey, under which a single payment only is provided after the project is completed. 

The parties involved in the process of payment claims such as the client, contractor, superintending officers, architect, quantity surveyor, banker, and other construction players may cause a payment delay. Construction delay can be observed by several indication factors. One significant factor is owners’ performance in making payments to contractors. The extra time required for payments is clear evidence that the company is in financial difficulties (Ayudhya, 2012).

2.4.3 
Tanzania Studies

Kikwasi's (2012), study was about the causes and effects of delays and disruptions in Construction Projects in Tanzania. The study concludes that construction projects are at great risk, which affects their performance. These causes are design changes, delays in payment to contractors, information delays, funding problems, poor project management, compensation issues, and disagreement on the valuation of work done. 
Similarly, the effects of these delays are time-overrun cost overrun, negative social impact, idling resources, and disputes. It is therefore recommended that adequate construction budget, timely issuing of information, finalization of design, and project management skills should be the focus of the parties in the project procurement process.
Ogbeifun et al. (2022), focused on exploring the factors that impact the cash flow during the execution of sponsored construction projects in East Africa (Tanzania in particular). The multiple-site case-study method of qualitative research was adopted, involving five universities benefiting from the infrastructure funding provided by the Government. 
Therefore, this study recommends improvements in the in-house contractor selection processes and the decentralization of the project inspection, monitoring, and evaluation operations of the funding agency. This will facilitate timely inspection, audit, and progress certification, enabling the early release of the second tranche of the project fund. This will ameliorate the negative effects arising due to low cash flow and associated delays in project delivery.
A study done by Wuni et al. (2017) aimed to identify and rank the critical causes and effects of payment delay and to be able to propose mechanisms and strategies for mitigating its pervasive in Tanzania. Based on the findings the study recommended that payment delay could be minimized if proper payment schedules are been agreed by all the parties before the commencement of the project accompanied by regular communication between parties and prior anticipation cost overrun and time overrun in clear contractual provision.

Kamanga et al. (2019). This study aimed to explore the strategies for mitigating the challenges of delayed payments in the implementation of Government Road construction projects. Both qualitative and quantitative designs were used to explore challenges and strategies the road construction industry could use to mitigate the problem of delayed payments. Findings revealed that with proper financial planning, the contractor shall not commence the project until funds become available and should be clearly stated in contracts before signing it, proper use of funds allocated for the project, demanding payment bond, holding the project's funds in an escrow account, establishing prompt payment act, charging of penalties on delayed payment and entering into a joint venture are innovative strategies to mitigate the challenges of delayed payments. 
The findings also indicate that there is a significant relationship between such strategies for mitigating the challenges of delayed payments and the successful implementation of Government road construction projects. The study concluded that, largely, such innovative strategies will lead to the successful implementation of government road construction projects. The study recommends that there is a need to promote wider uses of payment strategies to guarantee the successful completion of projects. 
Table 2.1: Summary of Previous Related Studies
	S/N
	Author (year)
	Title
	Methodology (Data analysis)
	Main findings

	1
	Alawi (2021)
	Explored the delay in payments effects on the construction productivity of the small and medium construction companies in Oman
	Questionnaire survey
	The results showed that delay in payment significantly affects the financial stability of the companies. 

	2
	Idowu & Aligamhe (2023)
	Assessed the effect of payment delay on-time performance in the construction industry with a focus on the relationship between payment delay and time overrun
	Case study data
	The results showed that the major causes of payment delay included slow coordination and seeking of approval from concerned authorities, late preparation of interim valuation and inflation. 

	3
	Dubem et al (2020)
	Assessed the risk factors affecting contractors’ cash flow for construction projects and examine their influence on contractors’ cash flow projections in Nigeria
	Quantitative survey approach
	Findings indicated that the 5 top-rated risk factors affecting con- the tractor's cash flow were 'delay in payment by employer, 'delay in delivery of materials, contractor's lack of resources.

	4
	Omopariola et al (2019)
	evaluated the Nigerian contractors' perceptions regarding the effects of positive and negative cash flow during construction projects. 
	Desk-top-based literature review
	The found that, cumulatively, these issues result in project delays, reduced profit margins and in the worst scenarios; abandoning projects.



	5
	Ogbeifun & Pretorius (2020)
	Exploring the factors that impact the cash flow during the execution of sponsored construction projects in East Africa
	Multiple-site case study method and Delphi techniques were used
	The findings identified six factors causing the delays. The internal factors are faulty contractor selection processes resulting in delays by contractors and the failure to complete appropriate phases of a project.

	6
	Wuni et al (2017) 
	Identify and rank the critical causes and effects of payment delay and to be able to propose mechanisms and strategies for mitigating its pervasiveness in Tanzania.
	Case study survey design
	Based on the findings the study recommended that payment delay could be minimized if proper payment schedules are been agreed upon by all the parties before the commencement of the project. 


Source: Researcher (2023) 
2.5 
Research Gap 

The studies reviewed portray diverse knowledge gaps. While some of them were conducted abroad, a few were done in Tanzania, something that shows a gap to be filled. Rivera et al (2020) determined the causes of payment delays in 25 developing countries without specifically examining the effects, while Alawi (2021) explored the delays in payment in Oman. In addition, Idowu & Aligamhe (2023) assessed the effects of payment delays on time performance in Nigeria, while Dubem et al (2020) assessed the risk factors affecting contractors’ cash flow, yet Omopariola et al (2019) evaluated Nigerian contractors’ perception of the effects of cash flow. 
On the other hand, Gashahun (2020) found the causes and effects of contractor payment delays in East African countries (in particular Tanzania), while Wuni et al (2017) identified and ranked critical causes and effects of payment delays among contractors. It can be stated that a knowledge gap exists, as a few studies seem to focus on the effects of payment delays with some studies tackling the issue in a general sense. Therefore, this study aims to fill the knowledge gap, which specifically targets the effects of payment delay on Contractors’ cash flow in road project execution in TARURA-Dar es Salaam, Tanzania. 
2.6 
Conceptual Framework 

A conceptual framework is a tool researchers use to guide their inquiry (Creswell, 2018). Figure 2.1 provides the conceptual framework. It indicates the effect of delays in the release of funds from financiers and delays in the certification of works (Independent variables) on the Contractors’ cash flow as the dependent variable in road projects implemented by TARURA, Dar es Salaam Region. These variables (delays in the release of funds from the financier, delays in the certification of works, and non-compliance with contract conditions) about contractors' cash flow are here under explained here with the relevant previous studies. 

2.6.1 
Delays in the Release of Funds from the Financier
This variable pertains to the delayed disbursement of funds from project financiers, whether they are government agencies, international donors, or private investors, to the implementing agency, which subsequently affects payments to contractors. This variable reflects the extent to which funding institutions or government agencies postpone the disbursement of funds for ongoing projects. Financial delays can significantly influence a contractor’s liquidity and capacity to cover operational expenses, potentially leading to stalled projects or diminished work quality. This variable is assessed using indicators such as the average duration taken to release funds after certification, the frequency of payment delays, and their effects on contractors' cash flow. 
Research, including studies by Olawale & Sun (2010), indicates that financial delays rank among the most critical risks influencing project timelines and contractor cash flow. Likewise, Iyer & Jha (2005) emphasized that cash flow disruptions caused by delayed fund disbursement contribute to project cost overruns. Olawale and Sun (2010) identified that financial constraints due to delayed fund disbursement ranked among the primary factors influencing project performance, resulting in cash flow challenges for contractors. 
Similarly, Kaliba et al. (2009) noted that financing delays in public infrastructure projects frequently led to cost overruns and extended project timelines. A study by Flyvbjerg et al. (2003) on transportation infrastructure projects found that such delays in financing caused liquidity issues for contractors, thereby increasing the risk of project abandonment. Furthermore, Ross, Westerfield, and Jaffe (2018) underscored the importance of liquidity in project execution, stating that delayed payments disrupt contractors' working capital, complicating their ability to fulfill financial commitments such as labor wages and the procurement of materials.
2.6.2 
Delays in the Certification of Works
This variable focuses on the time required by consultants, project managers, or client representatives to inspect and approve completed work before payments can be authorized. Certification is a crucial process in contract administration, where completed work is evaluated and approved before initiating payments. Delays in the certification process can hinder payment approvals, adversely affecting the financial stability of contractors. This variable is measured using indicators such as the average duration for work certification, the frequency of delayed approvals, and their impact on cash flow and project timelines. 
Kaming et al. (1997) observed that delays in certification could result in financial distress for contractors, particularly in large-scale projects. Similarly, Flyvbjerg et al. (2003) found that bureaucratic inefficiencies in the certification process prolong project completion times and elevate financial risks for contractors. Kaming et al. (1997) observed that addressing delays in work certification is essential, as these can lead to significant financial challenges for contractors, especially in developing countries. Doloi et al. (2012) highlighted that improving the efficiency of certification processes in the public sector could alleviate bottlenecks that delay payments and disrupt contractors' cash flow. Enshassi et al. (2009) explored the impact of timely approval of payment certificates and found that enhancing this process can help mitigate financial constraints faced by contractors. 
Additionally, Jensen and Meckling (1976) discussed how the principal-agent problem could lead to delays in certification. By recognizing that the certifying agent (consultant or project manager) may lack strong incentives to expedite approvals, solutions can be developed to create a more efficient payment process, ultimately benefiting all parties involved.
2.6.3
Non-compliance with Contract Conditions
This variable addresses the instances where project stakeholders—contractors, clients, and consultants alike fail to adhere to the agreed-upon contract terms, significantly affecting payment timelines and cash flow.  This variable assesses the extent to which parties to a contract fail to adhere to agreed-upon terms, including timely payment schedules, retention releases, and necessary procedural approvals. Such non-compliance can significantly disrupt contractors' financial planning and operational efficiency. Key indicators include the frequency of deviations from contract terms, the effect of disputes on payment processing, and financial losses stemming from non-compliance. Research by Assaf & Al-Hejji (2006) demonstrated that failing to meet contractual payment obligations intensifies financial strain on contractors. 
Additionally, Jaffer et al. (2011) found that legal disputes arising from contract non-compliance often lead to further payment delays and escalating costs. Research conducted by Iyer & Jha (2005) reveals that contract breaches, including late payments and unauthorized changes, are major contributors to financial strain among contractors. Yates (1999) firmly highlights that a lack of adherence to contract terms often leads to disputes and prolonged litigation, which further delays payments. Additionally, Fugar & Agyakwah-Baah (2010) identify issues with contract enforcement as one of the leading causes of financial instability in road construction projects across Africa. Macneil (1980) argues that contracts are inherently relational; when parties fail to meet their obligations, trust erodes, resulting in inefficiencies such as payment delays and financial hardships for contractors.  

Understanding these variables is crucial for grasping how financial disruptions impact contractors involved in road construction projects. The study framework is built on empirical evidence derived from project management and construction finance literature, ensuring a solid foundation in established research. Collectively, these empirical studies and theoretical perspectives demonstrate that delays in fund disbursement, slow work certification, and non-compliance with contracts produce serious financial challenges for contractors. Recognizing and addressing these variables is crucial for formulating effective policies and strategies that enhance cash flow management in road construction projects.
[image: image22.png]THE UNITED REPUBLIC OF TANZANIA

{5 § MINISTRY OF EDUCATION, SCIENCE AND TECHNOLOGY

THE OPEN UNIVERSITY OF TANZANIA|

Rof. No OUT/PG202086858 10" October, 2023

Regional Manager,

Tanzania Rural and Urban Roads Agency (TARURA),
P.0Box 9253,

DAR ES SALAAM.

Dear Manager,
RE: RESEARCH CLEARANCE FOR MR. ELIHURUMA ELIA. REG NO: PG202086858

2. The Open University of Tanzania was established by an Act of Pariament No. 17
of 1992, which became operational on the 1*March 1993 by public notice No.55 in the
offcia] Gazette. The Act was however replaced by the Open University of Tanzania
Charter of 2005, which became operational on 1*January 2007.In line wih the Chater,
the Open University of Tanzania mission is to generate and apply knowledge through
research.

3. Tofaciltate and to simpify research process therefore, the act empowers the Vice
Chancelor of the Open University of Tanzania to issue research clearance, on behalf of
the Goverment of Tanzania and Tanzania Commission for Science and Technology, to
both its staff and students who are doing research in Tanzania. With this brief
background, the purpose of this letter s to introduce to you Mr. Elihuruma Elia, Reg.

No: PG202086858), pursuing Master of Business Administration (MBA). We here by



Independent Variables                                                                  Dependent variable
Figure 2.1: Conceptual Framework

Source: Researcher, (2023)
2.7
Research Hypothesis Discussion 
This study explores the relationship between payment delays and contractors' cash flow, specifically emphasizing the release of funds, payment certification, and adherence to contract terms. Below, each hypothesis is discussed in conjunction with supporting evidence from relevant studies.

2.7.1
There is a Positive Relationship between the Release of Funds and the Contractor’s Cash Flow
This hypothesis underscores the significant benefits that timely disbursement of funds from financiers can have on contractors' cash flow, which is crucial for effective project execution. Research conducted by Olawale and Sun (2010) highlights the detrimental effects of financial constraints stemming from delayed payments, often cited as pivotal contributors to cost overruns and project slowdowns. These financial bottlenecks can create a ripple effect throughout the construction process, as contractors are unable to maintain operational momentum without sufficient cash flow.

In a related study, Kaliba et al. (2009) demonstrated that inconsistent fund releases in public infrastructure projects could precipitate liquidity crises for contractors. This situation typically forces contractors to resort to more expensive short-term loans, placing an additional financial burden on them and ultimately obstructing timely project progress. Such financial practices not only hurt the contractors but can also lead to subpar project quality due to corners being cut in procurement and execution.

Furthermore, Kasimu and Abubakar (2012) provided insight into the unique challenges within the Nigerian construction sector, where they observed that irregular fund disbursement contributes to substantial cash flow shortages. This scarcity of funds hampers contractors' ability to maintain supply chain continuity, causing further delays in project delivery. The implications of cash flow issues extend beyond immediate project timelines; they can disrupt relationships with suppliers and subcontractors, leading to a climate of mistrust and hesitancy in future dealings. 
Similarly, Flyvbjerg et al. (2003) pointed out that delays in funding public projects can escalate contractor liabilities. Such financial strain can lead to financial distress for contractors, which, in severe cases, may culminate in contract termination or, worse, project abandonment. This not only affects the contractors but also has broader implications for public infrastructure and community development.

Emphasizing the relevance of the Liquidity Preference Theory articulated by Keynes (1936), it becomes evident that both businesses and individuals prioritize liquidity—meaning they prefer readily available cash or near-cash assets to satisfy short-term obligations. Consequently, ensuring the timely release of funds is vital within the construction sector. When contractors have reliable access to necessary funds, they can maintain liquidity to meet payroll obligations, procure necessary materials, and uphold overall project operations effectively. This financial stability ultimately plays a pivotal role in fostering a more efficient, productive, and reliable construction environment, benefiting all stakeholders involved.
2.7.2
There is a Positive Relationship between the Certification of Payments and the Contractor’s Cash Flow
This hypothesis underscores the critical importance of addressing delays in the certification of completed work; as such delays can significantly disrupt the payment process and ultimately undermine contractors' financial stability. Research conducted by Doloi et al. (2012) highlights that bureaucratic inefficiencies—such as complicated approval protocols and lack of streamlined communication—often lead to substantial delays in certifying completed work. By prioritizing the enhancement of these bureaucratic processes, stakeholders can help contractors maintain better cash flow and financial planning.

Further examining this issue, Enshassi et al. (2009) investigated cash flow challenges prevalent in the construction sector, particularly in the Middle East. Their findings reveal that timely payment certifications are not merely a procedural aspect but a vital component in ensuring the financial health of contractors. Delayed payments can create a cascading effect, leading to difficulties in acquiring necessary resources and meeting operational costs, thus putting contractors at a heightened risk of financial distress.

Kaming et al. (1997) contributed to this discourse by identifying how slow approval processes disproportionately affect small and medium-sized construction firms as compared to larger ones. Their research indicates that while larger firms often have the buffer of greater resources, smaller firms typically operate with tighter margins. Therefore, implementing reforms that expedite approval processes can significantly alleviate these cash flow issues and promote a more equitable playing field in the industry.

Moreover, Mahamid (2013) documented how delays in project approvals, specifically in road construction, forced many contractors to turn to external financing options. This reliance on external funding often escalates operational costs and elevates project risks, creating a precarious environment for contractors who are aiming to deliver projects on time and within budget. The Agency Theory proposed by Jensen and Meckling (1976) provides a theoretical framework to understand these certification delays within the context of the principal-agent problem. In this scenario, the project owner (the principal) entrusts consultants or engineers (the agents) with the certification of work. However, when these agents do not prioritize timely approvals, potentially due to competing interests or lack of accountability, it leads to payment delays and a cascade of cash flow issues for contractors.

By fostering a collaborative framework that enhances communication and accountability between project owners and agents, all parties involved can work together proactively to minimize certification delays. Such collaboration not only facilitates smoother payment processes but also strengthens the overall financial stability of contractors, thereby promoting a healthier and more sustainable construction industry.

2.7.3   There is a Positive Relationship between Compliance with Contract Terms and the Contractor’s Cash Flow
This hypothesis posits that non-compliance with specific contract terms—such as payment schedules, adjustments for work variations, or mechanisms for dispute resolution—negatively affects the cash flow of contractors. Research by Iyer and Jha (2005) demonstrated that breaches of contract, particularly concerning payment schedules, are a primary source of cash flow instability among contractors. They found that delayed payments undermine contractors' ability to fund ongoing projects, affecting their operational capacity and financial health.
Further emphasizing the consequences of non-compliance, Yates (1999) indicated that failure to adhere to contractual obligations frequently leads to disputes, project delays, and protracted legal battles. These conflicts not only drain financial resources but also create an atmosphere of uncertainty and stress, compounding the challenges faced by contractors in managing finances effectively.

Fugar and Agyakwah-Baah (2010) examined the Ghanaian construction sector and identified poor contract enforcement as a critical issue, which results in inconsistent payment practices and subsequent cash flow problems for contractors. The research highlighted the need for stronger regulatory frameworks and contract management practices to mitigate these challenges.

In a related study, Kikwasi (2012) analyzed project delays in Tanzania and found that non-adherence to contractual provisions—including delayed payments and unauthorized changes to contracts—exerts significant financial strain on contractors. The escalation of these issues often leads to project inefficiencies and compromised quality, ultimately jeopardizing project success.

Contractual Theory, articulated by Macneil (1980), posits that contracts are not merely legal documents but relational agreements based on mutual expectations and trust between parties. When these terms are not honored, the foundational trust erodes, leading to heightened financial risks and complicating the contractors' ability to manage cash flow effectively. This underscores the importance of maintaining compliance with contract terms to foster a cooperative working environment and ensure the financial viability of construction projects.

These hypotheses are strongly supported by a robust body of empirical research and theoretical foundations. Timely release of funds, efficient certification of work, and strict adherence to contract terms are vital for ensuring stable cash flow for contractors in road construction projects. Any delays in these areas lead to financial instability, causing project slowdowns, escalating costs, and potential disputes or terminations of contracts.

CHAPTER THREE

RESEARCH METHODOLOGY
3.1 
Overview

This chapter presents the research philosophy, design and approach, area of the survey, the surveyed population and sample size, sampling procedures, data collection tools, data analysis, and ethical considerations.
3.2 
Research Philosophy 

Creswell (2018) defined a research philosophy as a belief in how data about a phenomenon may be gathered, analyzed, and used. The main trends of research philosophy include the positivist research philosophy that claims that the social world can be understood objectively where the scientist is an objective analyst: where a researcher states that based on the principles it is not easy to understand the social world as the social world can be interpreted subjectively (Saunders et al., 2017). 
Moreover, the realistic research philosophy is based on the principles of positivist philosophy. Realistic research philosophy is based on assumptions that are necessary for the perception of the subjective nature of the human (Greene et al., 2010). Pragmatist philosophy involves research designs that incorporate operational decisions based on 'what will work best' in finding answers for the questions under investigation. 

Facts and values, accurate and rigorous knowledge and different contextualized experiences. It does this by considering theories, concepts, ideas, hypotheses and research findings not in an abstract form, but in terms of the roles, they play as instruments of thought and action, and in terms of their practical consequences in specific contexts (Saunders et al., 2017). This study applied pragmatism research philosophy. This philosophy incorporates data collected by way of questionnaires.  Thus, this kind of philosophy was applied to obtain the reality of the effect of payment delay on Contractors’ cash flow in road projects implemented by TARURA.

3.3 
Research Approach 

This study used a quantitative approach by using questionnaires to gather data that were revised and tabulated in numbers and the data was characterized by the use of statistical analysis (Kothari, 2019). 

3.4 
Research Design 

The study used a descriptive survey research design. The design was relevant to this study because it is fast and cost-effective. According to Saunders et al (2017), the descriptive research design involves observing and collecting data on a given topic without attempting to infer cause-and-effect relationships. Descriptive survey design utilizes convenience, stratified, or random sampling to collect information from respondents or participants, where the characteristics in the population sample can be identified, observed, and measured to guide decisions.

3.5 
Study Area 

The study was conducted at TARURA, Dar es Salaam Region. The reason for its choice was that the CAG report (2018) confirmed that there have been payment delays in Tanzania that affected the contractors’ cash flows. TARURA, being one of the biggest employers of contractors in road projects and faced with delayed payments issues, is the study to represent the construction industry in Tanzania. 
3.6 
Population and Sample Size 

3.6.1 
Population of the Study 

A population is a representative sample of a larger group of people (or even things) with one or more characteristics in common. The population is important to determine the eligibility of individuals for a study as the defined population then will become the basis for applying the research results to other relevant populations (Creswell, 2018). The population of the study was 150 contractors employed by TARURA Dar es Salaam Region. 
3.6.2 
Sample Size 

The sample size is an important feature of any empirical study whose goal is to make inferences about the population from a sample (Creswell, 2018). The Yamane (1967) formula was applied to determine the appropriate respondents to represent the study population. Where n is the sample size, N is the total target population, in this case, the 150-population size obtained, and e is the error rate, in this case, 5%. The sample size for this study was calculated as shown below.
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N = the Total Population

e = the margin of error (5% has been used to obtain the best sample given the population size)
n = the sample size
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n = 109

Therefore, the sample size was 109 respondents from the Contractors employed by TARURA Dar es Salaam Region in the Financial Year 2022/2023.
Table 3.1: Sample Size Distribution
	Category
	Population
	Sample Size

	Contractors
	150
	109

	Total
	150
	109


Source: TARURA Implementation Reports Financial Year 2022/2023

3.7 
Sampling Procedures 

This study utilized a convenience sampling procedure to select contractors who implemented TARURA Projects in the Dar es Salaam Region. Convenience sampling allows researchers to gather data that would not have been possible otherwise while obtaining basic data and trends regarding the study without the complications of using a randomized sample (Creswell, 2018). This can be due to geographical proximity, availability at a given time, or willingness to participate in the research. Therefore, respondents were selected based on their convenience.
3.8 
Variables and Measurements 

Variables are presented and measured as hereunder. In this study, one dependent variable (Contractors’ cash flow) and three independent variables (Delay in release of funds, delay in certification of works, and non-compliance with contractual conditions) were measured by using the Likert Scale. The Likert Scale consisted of five options (1=strongly disagree, 2=disagree, 3=neither agree nor disagree, 4=agree, and 5=strongly agree). 
The 5-point Likert scale was selected as the measurement tool for this study due to its balanced and effective capacity to capture respondents' perceptions regarding key variables: Timely Release of Funds, Efficient Certification of Works, and Non-Compliance with Contract Terms. 

The choice of a 5-point Likert scale stems from its simplicity and ease of understanding, making it more accessible for respondents compared to more complex options (such as 7-point or 10-point scales). It offers clear response options (e.g., Strongly Disagree, Disagree, Neutral, Agree, Strongly Agree), which helps to minimize confusion. This straightforward format allows respondents to select answers quickly without overanalyzing, thereby enhancing the quality of the responses. Additionally, the inclusion of a midpoint (Neutral) enables respondents who are undecided or hold moderate views to express their opinions accurately. 

Moreover, research has demonstrated that 5-point scales can improve response reliability and consistency (Joshi et al., 2015). In contrast, a smaller scale (for instance, a 3-point scale) may oversimplify responses and limit the ability to capture subtle differences in opinions. For these reasons, the 5-point Likert scale was deemed optimal for effectively capturing respondents' perspectives on the key variables while ensuring reliable data and ease of interpretation.

The reason for applying a Likert Scale is to obtain the opinions of Contractors concerning the topic under study. Payment delay from the Employer to the Contractors was measured by the failure of timely effecting payment after the approval of the Interim/final payment certificate of the road works. 
Table 3.2: Variables Measurement
	No
	Variable
	Measurement
	Scale Options
	Source of Question

	1
	Delay in the release of funds by the Financier
	Payment was not issued as scheduled or at a later time.
	5
	Geleta, 2020 

	2
	Delay in certification of works
	Works are not certified as per the time allowed in the contract document.
	5
	Geleta, 2020

	3
	Contractor’s cash flow
	Movement of income and expenditure into the project 
	5
	Gashahun, 2020


Source: Research (2023) 
3.9 
Data Collection Tools 

Primary data were collected through questionnaires and interview guides. The questionnaires and interviews were administered to contractors employed by TARURA in Dar es Salaam. Creswell (2018) defines a questionnaire as a data collection instrument consisting of a series of questions and other prompts to gather information from respondents and is often designed for statistical analysis of the response. These questionnaires will be self-administered and managed with drop and pick method.
The open close-ended questionnaire was administered to contractors. 

A closed-ended questionnaire was chosen for this study, as it is the optimal choice for the primary data collection tool in this study, guaranteeing structured, consistent, and easily analyzable responses from participants. This approach ensures standardized responses, effectively minimizing subjectivity and allowing for straightforward comparisons across all respondents. Closed-ended questions produce structured numerical data that can be robustly analyzed using statistical techniques such as correlation and regression. 
This method significantly mitigates survey fatigue, resulting in more accurate and thoughtful responses while eliminating ambiguity and misinterpretation. Additionally, it enhances both reliability and validity, which are essential for drawing valid conclusions about the relationships between variables. As highlighted by Dillman et al. (2014), closed-ended questions greatly increase the reliability of survey instruments, ensuring uniform interpretation among all respondents.

3.10 
Validity and Reliability of Data

3.10.1
Validity 

According to Saunders et al (2017), data validity concerns whether the findings are really about what they appear to be. To ensure the validity of the data collected and the data collection instruments, efforts will be made to supplement qualitative data with some explanations to minimize biases and distortions. On the other hand, pilot testing was done to determine how accurately the instruments measure correctly and accurately. Whenever possible, the data gathered from the study area were crosschecked with other possible sources. This helped to improve the validity and accuracy of data (Cameron, 2018). 
The following data assumptions tests were conducted to have an assurance of the validity of the data; Normality assumption whereby the distribution of the test is normally distributed (or bell-shaped) with 0 mean, with 1 standard deviation, and a symmetric bell-shaped curve. This was done by use of the Kolmogorov-Smirnov (K-S) test, Levene’s test for homogeneity of the variance of data collected, and the Randomness test to see the patterns of data.
3.10.2
Reliability

Reliability is the extent to which the data collection process yields consistent results (Creswell, 2018). Therefore, reliability is necessary to determine a scientific experiment's overall validity and enhance the results' strength (Saunders et al., 2017). Cronbach's alpha, which is the coefficient of internal consistency, will be used as an estimate of the reliability of the measurement scale. Reliability for the entire questionnaire and all variables was checked, and Cronbach's alpha test was used for assessment. 
As adapted from Hussey et al. (2023), Cronbach's alpha (α) is a widely used metric for assessing the reliability of measures, whereby researchers often use rule-of-thumb thresholds, such as an α of 0.7, to determine the adequacy of their measures. This study aimed to determine values of Cronbach's alpha should be 0.7 and above. Data cleaning was conducted by removing duplicate or irrelevant observations, fixing structural errors, filtering unwanted outliers, handling missing data, and validating the data using the Statistical Package for Social Sciences (SPSS). 

3.11 
Data Analysis 

The data from the field was edited to make sure they were clean, complete, and free from inconsistencies. According to Kothari (2019), the problem in the collected data can be reduced by checking the contents for completeness and checking the responses for internal consistency. He suggests two ways of editing data, which the researcher also adopted. First, the researcher examined all the answers to one variable question at a time and all the responses given to all the questions by one respondent at a time. Secondly, coding was done after editing. At this stage, the researcher categorized the responses into quantitative, categorical, and descriptive.

Afterward, the data will be analyzed through descriptive statistics and content analysis through the use of the Statistical Package for Social Sciences (version 26) in terms of frequencies and percentages. Moreover, linear regression analysis was done to find the relationship between variables as demonstrated by the formula below;

Y = β 0 + β 1X1 + β 2X2 + β 3X3 + ε 

Whereby:

Y = Dependent Variable (Contractor’s cash flow), β 0 = y-intercept (Constant), β1 = regression coefficient for the delays in release of fund, β2 = regression coefficient for the delay in certification of works, β3 = regression coefficient for non-compliance with contract conditions, β4 = regression coefficient for solution in cash flow management when payment is delayed.
X1 = delays in release of fund, X2 = delay in certification of works, X3 = non-compliance with contract conditions, X4 = solution in cash flow management when payment is delayed and 

ε = error term. 

The error term (𝜀) shown in the model above represents unexplained variation in contractor cash flow that is not accounted for by the independent variables in the model. It includes Measurement errors in the data collection process, the impact of other unobserved factors (e.g., economic conditions, contractor management efficiency, inflation), and random fluctuations that the model cannot predict. A regression model assumes that the error term is normally distributed with a mean of zero and constant variance (homoscedasticity) to ensure reliable and unbiased predictions.
3.11.1 Conditions/Assumptions of the Regression Model

For the multiple linear regression model to be valid, it must satisfy the following assumptions:

Linearity. The relationship between independent variables (delayed release of funds, delayed certification of works, non-compliance with contract terms) and the dependent variable (contractor’s cash flow) must be linear. Test for Scatter plots was used to confirm linearity between variables.
No Multicollinearity. Independent variables should not be highly correlated with each other. The Variance Inflation Factor (VIF) was used in SPSS to detect multicollinearity. A VIF > 10 would indicate a serious multicollinearity problem. The variance of residuals (errors) remains constant across all levels of independent variables. A scatter plot of residuals was used to confirm homoscedasticity.
3.11.2 Handling of Missing Data

Missing data can bias results and reduce the reliability of findings. In this study, missing data were handled as follows:

The Missing Values Analysis (MVA) function in SPSS was used to check the extent of missing responses.

Decision on Handling Missing Data. If missing data were less than 5%, mean imputation was applied (i.e., replacing missing values with the average response). If missing data exceeded 5% but were random, multiple imputation techniques were used. If a significant portion of data was missing in a pattern (e.g., an entire section of responses), those cases were removed from the analysis. By following these procedures, the study minimized bias and ensured data completeness.
3.11.3
Addressing Outliers

Outliers can distort statistical analysis and lead to misleading conclusions. The approach for handling outliers was as follows:

Identifying Outliers:  Boxplots were used to visually detect extreme values and scores were computed, and observations with |Z| > 3 were considered potential outliers. Assessing the Impact of Outliers: If the outliers resulted from data entry errors, they were corrected or removed. If the outliers were legitimate but highly influential, a robust regression model was considered. If outliers affected normality and variance assumptions, data transformation methods (e.g., log transformation) were applied. This study performed the following steps in data analysis, from data entry to the output. 
3.11.4 
Data Entry in SPSS

After collecting data through a closed-ended questionnaire using a 5-point Likert scale, the responses were manually entered into SPSS. The steps included:

Variable Definition: Each survey question was assigned a unique variable name in SPSS (e.g., Fund Release, Work Certification, Contract Compliance, and Cash Flow).

Data Coding: Responses on the 5-point Likert scale were coded as follows:

1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree

Data Validation: After entry, random checks were conducted to ensure the accuracy of the data entered.
3.11.5 
Data Cleaning in SPSS

Before conducting statistical analysis, the dataset underwent cleaning to eliminate errors and inconsistencies:

The Missing Value Analysis (MVA) function in SPSS was used to identify any missing responses.

If missing values were minimal (<5%), mean imputation was applied.

If missing data exceeded 5%, cases were examined and, if necessary, removed.

Outlier Detection:

Boxplots and Z-scores were used to identify and eliminate extreme outliers that could distort results.
Normality Testing:

Kolmogorov-Smirnov (K-S) test and Shapiro-Wilk test were applied to determine whether data followed a normal distribution, crucial for choosing the right statistical tests.
Multicollinearity Check
Variance Inflation Factor (VIF) was computed to detect correlations among independent variables to prevent redundancy in regression analysis.

3.11.6 
Data Analysis and Statistical Techniques in SPSS

3.11.6.1 Descriptive Statistics

To summarize the characteristics of the collected data, the study used Mean and Standard Deviation to analyze the central tendency and spread of responses. Frequency Distributions and Percentages to examine response patterns for each variable. Descriptive statistics helped in understanding the general trends in responses related to fund release delays, work certification delays, contract compliance, and cash flow stability.
3.11.6.2 Correlation Analysis

A Pearson Correlation Test was used to examine the relationships between delayed release of funds and contractor’s cash flow, delayed certification of works and contractor’s cash flow, contract compliance and contractor’s cash flow. Pearson correlation determined the strength and direction of relationships between variables, confirming whether delays in fund release, certification, or contract compliance significantly affected cash flow.
3.11.6.3 Regression Analysis

A Multiple Linear Regression Model was used to assess the impact of independent variables (delayed fund release, delayed work certification, and non-compliance with contract terms) on the dependent variable (contractor’s cash flow). Regression Model Specification: Value indicates the proportion of variance in the contractor’s cash flow explained by the independent variables. Beta Coefficients (β) showed the magnitude and direction of influence of each independent variable.

P-values (< 0.05) tested the significance of each predictor in explaining variations in cash flow. Regression analysis helped determine which factors had the most significant impact on contractors' cash flow and provided insights for policy recommendations.
3.11.6.4 Hypothesis Testing

Research hypotheses were tested as follows:

H1: 
There is a positive relationship between the release of funds and the contractor’s cash flow. Pearson Correlation & Regression Analysis If 𝑝<0.05, accept the hypothesis.
H2: There is a positive relationship between certification of payments and the contractor’s cash flow. Pearson Correlation & Regression Analysis
If 𝑝<0.05, accept the hypothesis

H3: 
There is a positive relationship between contract compliance and the contractor’s cash flow. Pearson Correlation & Regression Analysis If 𝑝<0.05, accept the hypothesis

Hypothesis testing confirmed the significance of the relationships between variables, validating or rejecting initial research assumptions.
3.11.4
Interpretation and Presentation of Results

The findings were interpreted based on the statistical significance of the results:

If p < 0.05, the relationship between variables was statistically significant, meaning that payment delays had a significant impact on contractors’ cash flow.

If p > 0.05, the relationship was not significant, meaning the delays did not significantly affect contractors’ cash flow.

The results were presented using tables, and scatter diagrams for ensuring clarity in communicating key findings.

Descriptive statistics, correlation, regression, and hypothesis testing techniques were used in this study to evaluate how payment delays affect contractor cash flow

3.12 
Ethical Considerations 

The researcher used all necessary procedures to conform to the ethical standards of research. Prior to initiating data collection, an official research authorization letter was secured from the university. This letter not only confirms that the study complies with academic research standards but also authorizes the researcher to gather data from the relevant institutions and serves as proof of ethical clearance when interacting with respondents. 
To ensure that participation was voluntary, all respondents were presented with a consent form detailing the purpose of the study, the anticipated duration of involvement, their right to withdraw at any time without repercussions, and reassurance that their participation was entirely voluntary. Respondents either signed the form or provided verbal consent before moving forward with the survey or interview.
The researcher sought voluntary participation and permission from the Regional Manager and sampled contractors before carrying out the research. All information obtained in this research was strictly used for academic purposes, and respondents were assured of the confidentiality of information given. Moreover, anonymity together with accessibility to research information was observed (Saunders et al., 2017). Treatment of data was done according to the organisational protocol for the management of data collection.

In light of the sensitivity surrounding financial data and procurement procedures, the following precautionary measures were implemented: No personally identifiable information, including names, job titles, or company affiliations, was documented. Responses were systematically coded to preserve anonymity. Data was securely stored in password-protected digital formats and secure physical documents. Findings were presented in an aggregated format to ensure that individual respondents or organizations could not be discerned. The questions posed were neutral and non-invasive, deliberately avoiding sensitive financial disclosures. The results of this study are intended exclusively for academic purposes and potential policy enhancements, and shall not be utilized for auditing or punitive actions.

CHAPTER FOUR

FINDINGS AND DISCUSSION
4.1 
Overview

This chapter is hereby to present, analyse, and discuss the study findings concerning the data collected. Data analysis brings order, structure, and meaning to the collected data. The main aim of data analysis is to answer study objectives and help to determine the relationship among study variables. Analysis in this study is based on specific objectives of the study and it used both descriptive, factor analysis, and inferential analysis, while discussion of the finding was based main objective of this study which was to examine the effects of payment delays on contractors’ cash flow; a case of road projects implemented by TARURA, taking into account the timing of release of funds, certification of executed works and compliance with the contract terms and conditions during project execution. 
4.2 
Profile of Respondents 

In assessing the effects of delayed payment in Contractors’ cash road construction projects in Tanzania, the demographic characteristics of respondents in terms of educational background and experience in the construction field were presented to understand the nature of the respondents.
4.2.1 
The Education Status of the Respondent  

The respondents were requested to indicate their education status in the questionnaire. The findings are illustrated in Table 4.1.
Table 4.1: The Education Status of the Respondent
	Education status
	Freq.
	Percent
	Cum.

	Diploma
	20
	16.95
	16.95

	Bachelor`s degree
	96
	81.36
	98.31

	Masters and above
	2
	1.69
	100.00

	Total
	118
	100.00
	


Source: Field Data, (2024). 
Approximately 16.95% of the respondents in the sample have a Diploma as their highest education level, The majority of respondents (81.36%) hold a Bachelor's degree as their highest education level And A small percentage (1.69%) of respondents have an education level of Masters and above.
4.2.2 
Average Turnover of the Company 

The respondents were requested to indicate their average turnover in the questionnaire. The findings are illustrated in table 4.2.
Table 4.2: Average Turnover of the Company

	Average turn over(millions)
	Freq.
	Percent
	Cum.

	0-100
	4
	3.39
	3.39

	100-500
	34
	28.81
	32.20

	500-1000
	40
	33.90
	66.10

	1000 to above
	40
	33.90
	100.00

	Total
	118
	100.00
	


Source: Field Data (2024)
Approximately 3.39% of the respondents have an average turnover in the range of 0 to 100 million, A significant portion (28.81%) of the respondents have an average turnover in the range of 100 to 500 million, A substantial proportion (33.90%) of respondents report an average turnover in the range of 500 to 1000 million, another significant group (33.90%) of respondents have an average turnover equal or exceeding 1000 million. 
4.2.3
Number of Employees, Company Class and Experience in Road Project 

The respondents were requested to indicate the no of employees employed, class of company and experience in road project in the questionnaire. The findings are illustrated in table 4.3.
Table 4.3: Number of Employee Company class and Experience in Road Project
	 Variable
	 Obs
	 Mean
	 Std. Dev.
	Min
	Max

	 No of Employee
	118
	20.898
	18.81
	3
	74

	 Class Of Company
	118
	4.407
	1.559
	1
	7

	 Experience in road project
	118
	6.356
	3.059
	1
	13


Source: Field Data, (2024)
The number of Employees has an average (mean) of approximately 20.898 employees, with a considerable variation as indicated by the standard deviation of 18.81. The number of employees ranges from a minimum of 3 to a maximum of 74 among the observed companies. The class of Company has an average (mean) value of approximately 4.407, with a standard deviation of 1.559. The class of companies ranges from a minimum value of 1 to a maximum of 7. This variable may represent different classes or categories of companies. Experience in Road Project has an average (mean) value of approximately 6.356 years, with a standard deviation of 3.059. The experience in road projects ranges from a minimum of 1 year to a maximum of 13 years among the observed companies.
4.2.4 Checking for Observation with High Influence and Outlier 

Out of 118 observations, 0 observations were found to have high influence and outliers in the multiple regression model.
4.2.4.1 Test for Omitted Variables 
Table 4.4:  Ramsey RESET Test for Omitted Variables
	Models
	Observations
	F (3, 112)
	Prob > F

	Model 1
	118
	2.22
	    0.0901

	Model 2
	118
	1.55
	0.2066

	Model 3
	118
	1.21
	0.3105


Source: Field Data, (2024)
In Model 1, the F-statistic for the Ramsey RESET test is 2.22 with a corresponding probability (Prob > F) of 0.0901. The p-value is greater than the conventional significance level of 0.05, suggesting no strong evidence to reject the null hypothesis. This implies that there are no omitted variables. In Model 2, the F-statistic for the Ramsey RESET test is 1.55, and the corresponding p-value is 0.2066. Similar to Model 1, the p-value is greater than 0.05, indicating that there is no strong evidence to reject the null hypothesis. The inclusion that there are no omitted variables. 
In Model 3, the F-statistic is 1.21, and the associated p-value is 0.3105. Once again, the p-value exceeds 0.05, suggesting that there is no significant improvement in explaining the dependent variable by including squared or cubed terms in Model 3. Based on the Ramsey RESET test results for all three models, there is no strong evidence to reject the null hypothesis that the model is correctly specified without omitted variables. Hence, the model fits well. 

4.2.4.2 Test for Normality Assumption 

Table 4.5: Shapiro–Francia W's test for Normal Data
	Models 
	Observations
	W'
	V'
	z
	Prob>z

	Model 1
	118
	0.991
	0.864
	-0.326
	0.628

	Model 2
	118
	0.991
	0.864
	-0.326
	0.628

	Model 3
	118
	0.991
	0.864
	-0.326
	0.628


Source: Field Data (2024)
Models 1, 2, and 3 with p-values greater than the level of significance indicate that the error terms in the three models are normally distributed. 
4.2.5  Skewness and Kurtosis Test for Delayed Release of Funds from Financiers 

The analysis of the data concerning the delayed release of funds from financiers reveals several key points crucial for understanding its impact on contractors' cash flow, as examined in this study. The mean value of 4.4229, along with a narrow 95% confidence interval (4.3343 to 4.5114), indicates that respondents generally agreed or strongly agreed that delays in fund disbursement significantly affect cash flow. This high mean suggests that such delays are a prevalent issue among contractors working on TARURA projects. The small standard error (0.04490) underscores the reliability of the mean estimate, indicating consistent responses across the sample. The 5% trimmed mean (4.4696), closely aligning with the overall mean, further supports this consistency, showing that potential outliers have little impact on the data.

The negative skewness (-1.586) implies that the majority of responses are clustered towards the higher end of the scale, reflecting widespread recognition of the problem. Although the kurtosis value (6.512) suggests a sharper peak in the data distribution, indicating less variability around the mean, this does not diminish the observed trend. These findings align with the theoretical framework concerning financial liquidity and cash flow management, showing that delayed fund release from financiers creates significant cash flow constraints for contractors. This situation may lead to project delays, increased borrowing costs, or even financial instability for contractors, particularly those with limited access to alternative financing.
Table 4.6: Skewness and Kurtosis Test for Delayed release of Funds from Financiers

	
	Statistic
	Std. Error

	Delayed release of funds from financiers
	Mean
	4.4229
	0.04490

	
	95% Confidence Interval for Mean
	Lower Bound
	4.3343
	

	
	
	Upper Bound
	4.5114
	

	
	5% Trimmed Mean
	4.4696
	

	
	Skewness
	-1.586
	0.172

	
	Kurtosis
	6.512
	0.341


Source: Field Data, (2024)
4.2.6 
Skewness and Kurtosis Test for Delay in Certification of Works 

The data concerning delays in the certification of works, with a mean of 3.9154, suggests that respondents perceive these delays as moderately impactful on cash flow. The 95% confidence interval (3.7342 to 4.0967) and the 5% trimmed mean (4.0171) indicate that while the issue is significant, its impact may be somewhat less pronounced than the delay in fund release. The slightly negative skewness (-1.212) and the near-normal kurtosis (0.306) reflect a relatively symmetric distribution, suggesting a balanced view among respondents regarding this issue. This finding suggests that delays in certification are common but may not be universally problematic to the same degree as delayed fund release.

The theoretical perspective on project management efficiency supports this observation. Delays in certification, which often result from bureaucratic inefficiencies or stringent compliance checks, can hinder cash flow by postponing payments. This delay forces contractors to rely on their financial reserves or credit lines, impacting their ability to maintain steady cash flow throughout the project lifecycle.
Table 4.7: Skewness and Kurtosis Test for Delay in Certification of Works

	
	Statistic
	Std. Error

	Certification of works
	Mean
	3.9154
	0.09191

	
	95% Confidence Interval for Mean
	Lower Bound
	3.7342
	

	
	
	Upper Bound
	4.0967
	

	
	5% Trimmed Mean
	4.0171
	

	
	Skewness
	-1.212
	0.172

	
	Kurtosis
	0.306
	0.341


Source: Field Data, (2024)
4.2.7
Skewness and Kurtosis Test for Non-compliance with Conditions of the Contract 

The analysis of non-compliance with contract conditions, with a mean of 2.1294, reveals that non-compliance is perceived as having a low to moderate impact on cash flow. The 95% confidence interval (1.9360 to 2.3227) and the 5% trimmed mean (2.0326) confirm that the majority of respondents consider this factor less critical compared to delays in funding or certification. The positive skewness (0.961) indicates that while most responses are clustered at the lower end of the scale, a few respondents perceive significant impacts, suggesting variability in how non-compliance affects different contractors. The negative kurtosis (-0.379) suggests a flatter distribution, indicating diverse opinions on the severity of this issue.
This finding can be interpreted through the lens of risk management theory, which posits that non-compliance with contract conditions introduces variability and unpredictability into project execution. While non-compliance may not always lead to immediate cash flow problems, it can create legal and operational challenges that, if unresolved, could escalate into financial issues.
Table 4.8: Skewness and Kurtosis Test for Non-compliance with Conditions of the Contract
	
	Statistic
	Std. Error

	Non-compliance with conditions of the contract
	Mean
	3.848
	0.013

	
	95% Confidence Interval for Mean
	Lower Bound
	1.9360
	

	
	
	Upper Bound
	2.3227
	

	
	5% Trimmed Mean
	1.0326
	

	
	Skewness
	0.961
	0.172

	
	Kurtosis
	-0.379
	0.341


Source: Field Data, (2024)
4.2.8
Skewness and Kurtosis Test for Contractors' Cash Flow 

The overall impact on contractors' cash flow, as inferred from the summary results, is multifaceted, reflecting the interplay of delayed fund releases, certification delays, and non-compliance with contract conditions. The data suggests that delayed fund releases have the most significant impact, followed by certification delays, while non-compliance with contract conditions appears to have a more variable effect. 
Theoretical frameworks related to financial management, project management, and risk management collectively explain these findings. The financial strain caused by delayed fund releases aligns with liquidity theories, where the availability of funds directly influences a contractor’s ability to meet financial obligations. Project management theories highlight how delays in certification can disrupt project timelines and cash flow, while risk management theories explain the variability in the impact of non-compliance. 
Table 4.9: Skewness and Kurtosis Test for Contractors' cash flow
	
	Statistic
	Std. Error

	Non-compliance with conditions of the contract
	Mean
	2.1294
	0.09807

	
	95% Confidence Interval for Mean
	Lower Bound
	1.9360
	

	
	
	Upper Bound
	2.3227
	

	
	5% Trimmed Mean
	2.0326
	

	
	Skewness
	0.961
	0.172

	
	Kurtosis
	-0.379
	0.341


Source: Field Data, (2024)
4.2.8.1 Test for Multi-collinearity 
Table 4.10: Variance Inflation Factor 
	Models
	Mean VIF

	Model 1
	1.3

	Model 2
	3.3

	Model 3
	4.1


Source: Field Data, (2024)
Since VIF is less than 10, hence there is no multicollinearity.

In Model 1, the mean VIF is 1.3. A VIF of 1 indicates no correlation among predictors, and typically, VIF values below 5 are considered acceptable. The low mean VIF (1.3) in Model 1 suggests that there is little evidence of multicollinearity among the predictors. The predictors in Model 1 appear to be relatively independent of each other. Model 2, the mean VIF is 3.3. This value is higher than in Model 1. While a VIF of 3.3 is not extremely high, it may suggest some degree of correlation among predictors. Inspecting individual VIF values for specific predictors is advisable to identify which ones contribute most to the multicollinearity issue.
Model 3, the mean VIF is 4.1. This indicates a further increase in the average correlation among predictors compared to Model 2. A mean VIF of 4.1 may raise concerns about multicollinearity, and it is important to examine individual VIF values to pinpoint specific predictors contributing to the issue.
4.2.8.2 Test for Linearity Assumption 
Graph 1: Scatter Plot shows an Association between Residual and Fitted Line 

	Models 
	The scatter plot shows an association between residual and fitted line
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Figure 4.1: Scatter Plot shows an Association between Residual and Fitted Line
Scatter plots do not show any patterns that imply that there is a linear relationship between a dependent variable and sets of independent variables in all models.
4.3 
Fitted Model 

4.3.1 
Inferential Statistics

This part was carried out to establish the conclusions that extend beyond the immediate findings of the descriptive statistics and factor analysis presented. The general objective of this study was to assess the influence of human resources management practice on organizational performance. The assessment of three independent variables (teamwork practices, job security practices, and compensation practices) on organizational performance was done by using a scale of 1-5 points. In addition, each of the three predictors (independent variables) had various attributes or sub-variables. 

The regression analysis was conducted to determine the statistical relationship between the predictors and the dependent variable. Since there were three independent variables and for each of the various indicators, a factor analysis was used to compute the highest loaded factors for the multiple linear regression. The method used in this analysis to perform inferential statistics included multiple linear regressions to test hypotheses about the specific objectives. 
4.3.2 
Assumptions of Multiple Regression Analysis 

Multiple linear regression analysis was carried out for the study variables to determine the relationships between the independent variables of the study (release of funds, certification of works, and compliance with contract terms) and the dependent variable (Contractors’ cash flow). Nevertheless, before running multiple regression models, it was important to test sensitive and fundamental assumptions of multiple regression models. According to Pallant (2006), there are three assumptions of multiple regression analysis. 
Table 4.11: Model One of Multiple Regression showing an Association between Contractors' Cash Flow and Delay Release of Fund
	Contractors' cash flow
	 Coef.
	 St. Err.
	 t-value
	 p-value
	 [95% Conf
	 Interval]

	Financial institutional policy 
	0.793
	0.057
	13.95
	0
	0.681
	0.906

	Regulatory Requirements
	0.291
	0.046
	-6.32
	0
	-0.383
	-0.2

	Technology and Infrastructure
	0.358
	0.032
	11.05
	0
	0.294
	0.422

	

	Mean dependent var
	3.857
	SD dependent var 
	0.536

	R-squared 
	0.956
	Number of obs  
	118

	F-test  
	827.643
	Prob > F 
	0.000

	Akaike crit. (AIC)
	-174.384
	Bayesian crit. (BIC)
	-163.301

	Source: Field Data (2024)


4.3.2.1 Model Performance

Mean Dependent Variable ("Contractors' cash flow"): The mean value of "Contractors' cash flow" in the dataset is 3.857. Standard Deviation (SD) of Dependent Variable: The standard deviation of "Contractors' cash flow" is 0.536. Model Fit: R-squared: The coefficient of determination (R-squared) is 0.956, indicating that approximately 95.6% of the variance in "Contractors' cash flow" is explained by the independent variables. Number of Observations: There are 118 observations in the dataset. Overall Model Significance: F-test: The F-statistic is 827.643 with a p-value of zero (highly significant). This suggests that the overall model is statistically significant, and at least one of the predictors significantly contributes to explaining the variance in "Contractors' cash flow." 
4.3.2.2 Model Comparison

 Holding other variables constant, a one-unit increase in "Financial Institutional Policy" is associated with an increase of approximately 0.793 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a strong positive relationship.
Holding other variables constant, a one-unit increase in "Regulatory Requirements" is associated with a decrease of approximately 0.291 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a strong negative relationship.
Holding other variables constant, a one-unit increase in "Technology and Infrastructure" is associated with an increase of approximately 0.358 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a strong positive relationship. 
4.3.3 
Robust Regression Analysis

Table 4. 12: Model 1 of Robust Regression showing an Association between Contractors' Cash Flow and Delay in Certification of Works
	Contractors' cash flow
	Coef.
	St. Err.
	t-value
	p-value
	[95% Conf
	Interval]

	Payment Schedule
	1.153
	0.09
	12.82
	0
	0.975
	1.331

	Contractual Terms
	0.6
	0.4.
	13.1
	0
	0.952
	1.363

	Documentation Accuracy
	0.534
	0.089
	-6.03
	0
	-0.71
	-0.359

	Constant
	1.626
	0.091
	17.92
	0
	1.446
	1.806

	

	Mean dependent var
	3.857
	SD dependent var 
	0.536

	R-squared 
	0.852
	Number of obs  
	118

	F-test  
	330.612
	Prob > F 
	0.000


Source: Field Data, (2023)

4.3.3.1
Model Performance

Mean Dependent Variable ("Contractors' cash flow"): The mean value of "Contractors' cash flow" in the dataset is 3.857. Standard Deviation (SD) of Dependent Variable: The standard deviation of "Contractors' cash flow" is 0.536. Model Fit: R-squared: The coefficient of determination (R-squared) is 0.852, indicating that approximately 85.2% of the variance in "Contractors' cash flow" is explained by the independent variables. Number of Observations: There are 118 observations in the dataset.
4.3.3.2
Overall Model Significance

F-test: The F-statistic is 330.612 with a p-value of 0 (highly significant). This suggests that the overall model is statistically significant, and at least one of the predictors significantly contributes to explaining the variance in "Contractors' cash flow." In summary, the robust regression model indicates that "Payment Schedule," "Contractual Terms," and "Documentation Accuracy" are significant predictors of "Contractors' cash flow." The model has a high R-squared value, indicating strong explanatory power, and all coefficients are statistically significant. The overall model is highly significant based on the F-test. The robust regression is instrumental when dealing with potential outliers or influential data points that might affect the traditional least squares estimates.

Holding other variables constant, a one-unit increase in "Payment Schedule" is associated with an increase of approximately 1.153 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a strong positive relationship. Holding other variables constant, a one-unit increase in "Contractual Terms" is associated with an increase of approximately 0.6 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a strong positive relationship.
Table 4.13: Model One of Robust Regression showing an Association between Contractors' Cash Flow and Non-compliance
	Contractors' cash flow
	 Coef.
	 St. Err.
	 t-value
	 p-value
	 [95% Conf
	 Interval]

	Incomplete Work
	0.276
	0.061
	4.54
	0
	0.156
	0.396

	Defective Work
	0.427
	0.073
	5.81
	0
	0.282
	0.573

	Change Orders
	0.632
	0.45
	2.21
	0.02
	0.01
	.693

	Constant
	1.385
	0.133
	10.38
	0
	1.121
	1.65

	

	Mean dependent var
	3.857
	SD dependent var 
	0.536

	R-squared 
	0.777
	Number of obs  
	118

	F-test  
	200.161
	Prob > F 
	0.000

	Source: Field Data, (2024)


Model Performance
Mean Dependent Variable ("Contractors' cash flow"): The mean value of "Contractors' cash flow" in the dataset is 3.857. Standard Deviation (SD) of Dependent Variable: The standard deviation of "Contractors' cash flow" is 0.536.
Model Fit
R-squared: The coefficient of determination (R-squared) is 0.777, indicating that approximately 77.7% of the variance in "Contractors' cash flow" is explained by the independent variables. Number of Observations: There are 118 observations in the dataset.
Overall Model Significance
F-test: The F-statistic is 200.161 with a p-value of zero (highly significant). This suggests that the overall model is statistically significant, and at least one of the predictors significantly contributes to explaining the variance in "Contractors' cash flow."
In summary, the robust regression model indicates that "Incomplete Work," "Defective Work," and "Change Orders" are significant predictors of "Contractors' cash flow." The model has a moderate R-squared value, indicating good explanatory power, and all coefficients are statistically significant. The overall model is highly significant based on the F-test. The robust regression is instrumental when dealing with potential outliers or influential data points that might affect the traditional least squares estimates. Interpretation: Holding other variables constant, a one-unit increase in "Incomplete Work" is associated with an increase of approximately 0.276 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a positive relationship.
Interpretation: Holding other variables constant, a one-unit increase in "Defective Work" is associated with an increase of approximately 0.427 units in "Contractors' cash flow." The coefficient is statistically significant (p-value = 0), indicating a positive relationship. 
4.4 
Summary of Hypothesis Testing 

The study aimed to examine the effects of payment delays on contractors’ cash flow, in the case of road projects implemented by TARURA. The study was driven by three hypotheses that were tested on statistical tests to assess the validity of the research objective to accept or reject an argument to achieve the overall objective. The findings show that all three alternative hypotheses were accepted.
Table 4. 14: Summary of Hypothesis Testing

	Hypothesis
	Model
	Coefficient P-Value
	Conclusion

	H1: There is a positive relationship between the release of funds and the Contractor’s cash flow
	Multiple Regression model
	P=0>0.05
	AcceptedH1

	H1: There is a positive relationship between the certification of works and the Contractor’s cash flow
	Multiple Regression model
	P=0>0.05
	AcceptedH1

	H1: There is a significant positive relationship between compliance with the terms of the contract and the Contractor’s cash flow 
	Multiple Regression model
	P=0<0.05
	AcceptedH1


Source: Field Data (2024)

In the regression model, the release of funds was found to have a positive and significant influence on contractors’ cash flow (P <0.05). Moreover, certification of works and compliance with contract terms were found to positively influence contractors’ cash flow (P>0.05). See Table 4.14 summary of the hypothesis.  

4.5 
Interpretation of the Findings

The findings of the study on the effects of payment delays on contractors' cash flow provide valuable insights into the financial stability and project execution efficiency in road construction. The implications of each finding are detailed below:

4.5.1
There is a Positive Relationship between the Release of Funds and the Contractor’s Cash Flow
Arditi & Chotibhongs (2005) found that late payments from clients are one of the most significant financial risks faced by contractors, often resulting in liquidity challenges that affect project execution. Their study concluded that delayed disbursements force contractors to seek alternative financing sources, such as bank loans, which increase project costs due to interest expenses. Similarly, Khoshgoftar, Bakar, & Osman (2010) noted that the timely release of funds is crucial in avoiding cash flow shortfalls, which can lead to project delays, disputes, and contractor insolvency. They highlighted that consistent fund disbursement allows contractors to manage procurement, labor costs, and operational expenses effectively. 

Timely release of funds ensures that contractors have the necessary liquidity to procure materials, pay workers, and meet operational expenses. This reduces project delays and cost overruns. Contractors who experience delayed payments often resort to expensive short-term loans, which increase their financial burden. Ensuring prompt fund disbursement can minimize the reliance on high-interest credit facilities. With a stable cash flow, contractors can focus on delivering quality work without disruptions, leading to higher efficiency, better project outcomes, and adherence to project timelines. Predictable cash flows promote a healthy business environment, allowing contractors to reinvest in their operations, expand their capacity, and contribute to infrastructure development.
4.5.2 
There is a Positive Relationship between the Certification of Works and the Contractor’s Cash Flow
According to Fapohunda & Stephenson (2010), timely certification of works is critical to ensuring smooth cash flow for contractors, as it determines when payments are processed. Their study found that certification delays often result from bureaucratic inefficiencies, incomplete documentation, and lengthy approval processes, ultimately causing financial distress for contractors. Similarly, Abdul-Rahman et al. (2006) found that delays in work certification negatively impact contractors' ability to meet financial obligations, including payroll, material procurement, and equipment maintenance. 
Their study emphasized that poor certification processes increase reliance on external financing, exposing contractors to higher costs due to interest-bearing loans. In a related study, Kazaz et al. (2016) examined construction project delays and found that delays in certification accounted for up to 30% of total payment delays in large-scale infrastructure projects. They suggested that digitizing certification processes and implementing strict timelines for approvals could significantly improve cash flow predictability for contractors.
Certification of completed work acts as a prerequisite for fund disbursement. Delays in certification create bottlenecks in payment approvals, further aggravating financial distress for contractors. Efficient certification processes ensure that payments are based on actual work completed, reducing disputes and preventing fraudulent claims. Timely certification enables contractors to plan effectively for future project phases without disruptions due to financial constraints. Certification delays can slow progress, leading to cost escalations and breach of contract terms. A streamlined certification process builds trust between financiers, project owners, and contractors, ensuring smoother operations and reducing litigation risks.

4.5.3
There is a Significant Positive Relationship between Compliance with the Terms of the Contract and the Contractor’s Cash Flow
Ogunsemi and Jagboro (2006) found that contract compliance significantly influences project cost performance, directly affecting contractors' financial health. Their study on construction projects in Nigeria highlighted that failure to adhere to contract conditions often leads to cash flow disruptions due to penalties, disputes, or even contract termination. 
Similarly, Hwang and Hinze (2011) analyzed the impact of contract compliance on financial risk in the construction industry. They concluded that compliance with contractual obligations—such as payment schedules, work progress reporting, and quality standards—ensures smoother financial operations and minimizes the risk of payment delays, thus stabilizing contractor cash flow. 
Research by Saka and Mankilik (2020) on construction contracts in developing economies established that effective enforcement of contract terms leads to better cash flow management. The study found that contractors who consistently complied with contract terms experienced fewer interruptions in payment schedules, as clients were more willing to release funds on time. 

Contractors who adhere to contract terms are less likely to face penalties, disputes, or contract terminations, all of which can negatively affect their financial standing. Compliance demonstrates reliability and professionalism, making contractors more attractive to financiers, investors, and future project sponsors. Strict adherence to contract conditions ensures that projects remain within budget, preventing unexpected financial strain on both the contractor and the contracting agency. Compliance minimizes the likelihood of litigation due to contractual breaches, reducing legal costs and reputational damage. Contractors who consistently comply with contract terms build a strong record of accomplishment, increasing their chances of securing future contracts and maintaining financial stability.
4.5.4 
Overall Implications for the Construction Industry

These findings emphasize the urgent need for policy reforms to improve fund disbursement, streamline certification processes, and enforce strict contract compliance in the road construction sector. Addressing these financial challenges will enhance efficiency, reduce contractor bankruptcy rates, and promote infrastructure development. Stakeholders, including government agencies, financial institutions, and regulatory bodies, should collaborate to create a more sustainable and predictable payment system for contractors. 
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 
Overview

This chapter comprises the summary of the entire study, which exemplifies, in short, key findings of the study objectives, conclusions in brief, of what the study was about, recommendations based on the lesson learned, and proposes areas for further study.
5.2 
Summary of the Study 

This study was guided by the general objective, which was to examine the effects of payment delays on contractors’ cash flow; the case of road projects implemented by TARURA. About this general objective, the study specifically examined the effects of delayed release of funds from financiers on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam Region, the effects of delay in certification of works on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region, and the effects of non-compliance with conditions of the contract on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region. The study involved a qualitative and quantitative research design. Data were collected from Contractors employed in road projects by TARURA in the Dar es Salaam Region through the distribution of the questionnaire and secondary sources. 

The obtained quantitative data were analysed by descriptive statistics, factor analysis, and multiple regression analysis, and qualitative data were analysed by the explanation building process and all the analysed data were presented and discussed based on specific objectives. The key findings of the study showed that, delay in the release of funds from the financiers negatively affect Contractors’ cash flow, and delays in the certification of works affect the Contractors’ cash flow ultimately leading to delays in payment and non-compliance with contractual terms and conditions such as poor quality works and failure to timely provide material tests results lead to delay in payments hence affect the Contractors’ cash flow.

5.2.1
Effects of Delayed Release of Funds from Financier on Contractors’ Cash Flow for Road Projects 
The research aimed to establish a causal relationship between the delayed release of funds from the financier and the contractor’s cash flow. The study revealed most respondents strongly agreed that the delayed release of funds from financiers influences contractor’s cash flow.  The researcher confirmed that the release of funds influences Contractors’ cash flow road projects implemented by TARURA as regression analyses depict that the release of funds has a positive influence in explaining the dependent variable which is Contractor cash flow, as its relationship also was statistically significant since P-values are below 0.05 that is (P-value=0). 
Employers’ poor financial management: It is anticipated that employers’ poor financial management could cause them to have insufficient operating funds when they are obliged to pay the payees. Payment is considered as the lifeblood of the construction industry because construction projects often involve very large capital outlay (Ameer-Ali, 2005). It is therefore evident that timely payment to contractors will definitely help sort the problem of fund shortage and therefore improve contractors’ cash flow.

Limited funds due to a delay in payment by the financier may result in a lack of necessary resources for the project. Road construction projects require various resources such as materials, equipment, and skilled labor. If the client does not provide enough funds on time as per the construction schedule, then it can lead to poor cash flow for the respective contractor and ultimately a shortage of these resources, causing inadequate contractor cash flow and hence delays in the construction process, (Rwela & Kilo 2023).
5.2.2 
Effects of Delay in Certification of Works on Contractors’ Cash Flow for Road Projects 
The study sought to establish a causal relationship between delay in the certification of works and contractor’s cash flow. The study revealed most respondents strongly agreed that delays in the certification of works influence contractor’s cash flow. The researcher confirmed that certification of works influences on Contractors’ cash flow road projects implemented by TARURA, as regression analyses depicts that certification of works makes a positive influence in explaining the dependent variable which is Contractor cash flow, as its relationship also was statistically significant since P-values are below 0.05 that is (P-value=0). 
(Wuni et al., 2017) Payment delays have a big impact on how efficiently the government's projects are completed and implemented in Ghana. In this study, a case study sample survey was used to assess and rank the main causes and effects of delays in payments. The findings revealed that eight out of ten reasons for payment delays were deemed significant, with the top five key reasons being certification delays, subpar financial management, client withholding of payment, unclear contractual language, and interpersonal disagreement between the parties. Project abandonment, cost overrun, completion delay, bankruptcy/liquidation, and time overrun were among the 11 consequences that were noted. 
The report suggested that all stakeholders, before the project started, along with regular contact and forewarning of cost overruns, establish appropriate payment schedules. The findings are in line with Abdellatif et al. (2019), who established that delayed delay in certification of completed goods and works causes a shortage of cash flow and materials essential for project operations, therefore prolonging the completion schedule. 
5.2.3 
Effects of Non-compliance with Conditions of the Contract on Contractors’ Cash Flow
The study sought to establish a causal relationship between non-compliance with the conditions of the contract and the contractor’s cash flow. The study revealed that most respondents strongly agreed that non-compliance with the conditions of the contractors influences the contractor’s cash flow. The researcher confirmed that compliance with contract terms influences Contractors’ cash flow road projects implemented by TARURA as regression analyses depict that compliance with contract terms has a positive influence in explaining the dependent variable which is Contractor cash flow, as its relationship also was statistically significant since P-values are below 0.05 that is (P-value=0). 
There are cases where contract agreements do not bring any justice to both main contractors and subcontractors (Samuel, 2011). One good example is when, for instance, the ‘pay when-paid’ clause is often used in contract agreements between main contractors and subcontractors or between housing developers and main contractors. Often, second parties would get delayed payment or, even worse, no payment at all to the suppliers as well hence also affecting the Suppliers' ability to serve the Contractors’ input demand on time.  
According to Haron et al. (2020), the successful completion of a project is greatly influenced by the practice of timely and effective payment in construction projects. Delays in payment to subcontractors by the contractor and client on construction projects are accepted as a major cause of uncertainty in the Malaysian construction industry due to the potential for severe cash flow issues and financial hardship for construction companies. To improve the payment situation, contracts must have specific procedures for enforcing payment delays, such as adding a typical contract language that includes assessing late fees.

Noncompliance with contract terms and conditions has negative implications in project management. In light of this, respondents outlined cost overrun as one of the major effects of the Contractor’s cash flow. Project costs are estimated based on the initial proposed work schedule; therefore, noncompliance with contract terms and conditions incurs further costs such as building permits, work permits for expatriates, fixed costs such as electricity for work sites, and compounded labor wages. 
Furthermore, respondents outlined that failure to pay suppliers is another major effect of noncompliance with contract terms and conditions since the projects are completed adrift from the required timeline. Aslam et al. (2014), suggested that due to delays in approving work plans, inadequate supervision, and inaccurate planning, this amounts to delayed certification, which impacts contractors’ cash flow. 
5.3 
Implication of the Study

5.3.1 
Implication to the Managers

This research may provide insights to the managers to enhance the planning and management of road projects. Robust Contract Management in ensuring clear contract terms regarding payment schedules. Maintain open lines of communication with contractors and clients to address payment issues promptly.
5.3.2 
Implications to the Financiers

Financiers need to implement thorough risk assessments and require contractors to have contingency plans for payment delays. Offer flexible financing solutions that can accommodate project cash flow fluctuations, such as sufficient advance payment.
5.3.3 
Implications to the Contractors

Findings imply that Contractors need to develop robust financial plans and maintain adequate cash reserves to buffer against payment delays. Explore diverse financing options to reduce reliance on single sources of funding, such as input credits from their suppliers. 
5.4 
Conclusion

This chapter presents the study's conclusion and recommendations based on the study's main objective, which was to examine the effects of payment delays on contractors’ cash flow concerning road projects. The specific objectives of the study were to determine the effects of delayed release of funds from financiers on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam Region, and finally to determine the effects of delay in certification of works on contractors’ cash flow for road projects and determine the effects of non-compliance with conditions of the contract on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region. 
5.4.1
Effects of Delayed Release of Funds from Financier on Contractors’ Cash Flow for Road Projects 
The study sought to establish a causal relationship between the delayed release of funds from the financier and the contractor’s cash flow. The study revealed most respondents strongly agreed that the delayed release of funds from financiers influences contractor’s cash flow. Ghazali (2017), looked into what was causing the development project in Kuantan to be delayed. 
The study findings showed that factors contributing to the delays were insufficient financing to support the process, inclement weather, delayed approval and amendment of design papers, protracted contractor claim settlement, and low labour productivity. Ahmad (2017) assessed the main causes of construction project delays in India. The results demonstrate that the three primary causes of delays were miscalculations about the amount of time needed, a shortage of resources, and construction faults. 
It is therefore evident that timely payment to contractors will help sort the problem of fund shortage and therefore improve contractors’ cash flow. Limited funds due to a delay in payment by the financier may result in a lack of necessary resources for the project. Road construction projects require various resources such as materials, equipment, and skilled labour. If the client does not provide enough funds on time as per the construction schedule, then it can lead to poor cash flow for the respective contractor and ultimately a shortage of these resources, causing inadequate contractor’s cash flow and hence delays in the construction process (Rwela et al., 2023).

5.4.2
Effects of Delay in Certification of works on Contractors’ Cash Flow for Road Projects 
The study sought to establish a causal relationship between delay in the certification of works and the contractor’s cash flow. The study revealed that most respondents strongly agreed that delays in the certification of works influence contractors’ cash flow. The findings are in line with Koushki et al. (2015), who established that, among other factors, delays in the certification of works, which negatively influence the Contractor, tend to delay the completion of road & rail construction in Kuwait. 
Moreover, the majority of respondents agreed with the statement that delayed deliveries and protracted lead times spark a delay in the completion of road construction projects. This implies that the construction project will face a shortage of materials and equipment necessary for the completion of the project within the required timeframe. The findings are in line with Abdellatif et al. (2019), who established that delayed delay in certification of completed goods and works causes a shortage of cash flow and materials essential for project operations, therefore prolonging the completion schedule.  

5.4.3 
Effects of Non-compliance with Conditions of the Contract on Contractors’ Cash Flow 
The study sought to establish a causal relationship between non-compliance with the conditions of the contract and the contractor’s cash flow. The study revealed most respondents strongly agreed that non-compliance with the conditions of the contractors influences the contractor’s cash flow. The findings are in line with Hamzah (2017), who determined that among other factors delay in clients approving documents necessary for on-site activities leads to time overrun hence delaying payment and ultimately shortage of cash for implementation of the projects within the required time frame.

The majority of responses were in strong agreement with the statement that inadequate coordination with consultant/employer and contractor is credited for the delay in payment for road construction projects. Entailing that, inadequate coordination in terms of inconsistent communications with contractors and un-integrated decision-making leads to delays in payment to the contractors hence affecting the Contractor’s cash flow. The findings are in line with Mohamed (2012), who stressed that noncompliance with contract terms and conditions leads to inadequate cash flow for the contractor due to delayed payment from the employer. 

Noncompliance with contract terms and conditions has negative implications in project management, in light of this respondents outlined cost overrun as one of the major effects of Contractor’s cash flow. Project costs are estimated based on the initial proposed work schedule therefore noncompliance with contract terms and conditions expounds further costs such as build permits, work permits for expatriates, fixed costs such as electricity for work sites, and compounding labor wages. Furthermore, respondents outlined that failure to pay suppliers is another major effect of noncompliance with contract terms and conditions since the projects are completed adrift from the required timeline. Aslam et al. (2014) suggested that due to delays in approving work plans, inadequate supervision, and inaccurate planning, this amounts to delayed certification, which impacts contractors’ cash flow. 
5.5 
Recommendations

Deriving from the above research findings, analyses, discussions and conclusions, the following recommendations were made with regards to the effects of delayed release of funds from financier on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam Region, the effects of delay in certification of works on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region and the effects of non-compliance with conditions of the contract on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region. 
5.5.1 
Delayed Release of Funds 

Findings revealed that factors such as appropriate allocation of funds and limited funds provided by the client significantly influenced the contractor’s cash flows and, hence, project completion delays.  In addition, funds allocated to the project in protracted intervals slow down the construction momentum, thus delaying completion within the required time. Hence, fund allocation and adequacy should be considered during the project implementation for the project to be successful from a cash flow improvement perspective and therefore completed promptly. 
In light of the conclusion from the study, it is recommended that there should be effective allocation of funds, including setting aside contingency funds for unexpected events or risks that may arise during the project by the Contractor. Having these reserves ensures that unforeseen issues can be addressed without causing an acute shortage of cash and halting the progress of the project. Sufficient funds allow for investment in quality control measures.  
Our finding that timely release of funds positively affects contractor cash flow is consistent with previous studies. Hwang and Hinze (2011) established that delays in financial disbursement disrupt contractors’ liquidity, making it difficult to finance ongoing projects. Similarly, Ogunsemi and Jagboro (2006) reported that late payments create financial constraints, leading to project slowdowns.
While earlier studies emphasized the direct financial impact, our study further explored the ripple effect on project completion timelines. Unlike Murdoch and Hughes (2015), who focused on legal contract enforcement, our study emphasized practical cash flow challenges that contractors face due to systemic delays from financiers.
Over time, studies indicate a growing concern over delayed fund releases in public infrastructure projects. Recent research (Saka & Mankilik, 2020) highlights that late payments are a recurring challenge in developing economies, exacerbated by bureaucratic inefficiencies. Our study reinforces this trend and provides updated insights into the Tanzanian road construction sector.

Government and funding bodies should ensure the timely and predictable disbursement of funds to contractors, particularly in large-scale road construction projects. Clear guidelines and timelines for fund releases should be incorporated into contract terms to avoid payment delays. 
A dedicated fund release monitoring system should be created to track payments and identify delays early. Financial institutions should be involved to offer tailored solutions to contractors, such as short-term loans, if delays are unavoidable. Training government agencies, financial institutions, and contractors on the importance of financial management and sustainable cash flow practices will ensure smooth fund transfers without bottlenecks.
5.5.2 
Delay in Certification of Works 

Study findings ascertained a relationship between client-related delay factors and the Contractor’s cash flow on road construction projects. The study revealed that long durations in confirming and approving documents such as notices of operation, change orders, and delays in submission of laboratory material test results to the project manager thus leading to inadequate cash flow for the Contractor due to delay in certification. 
More so delaying payments due to delay in certification of works affects the contractor’s cash flow to meet project costs in terms of wages, materials, equipment, and logistics. Furthermore, findings unveiled that awarding low-cost bids is detrimental since the majority tend to lower their cost estimations to attract the client however; in the long run cost overruns prevail thus affecting the Contractor’s cash flow. 
Several studies have confirmed that delays in certifying completed work negatively impact cash flow. Zavadskas et al. (2010) found that inefficiencies in the certification process contribute to financial instability for contractors. Similarly, Assaf and Al-Hejji (2006) emphasized that prolonged approval times disrupt scheduled payments, leading to contractor insolvency. Our study aligns with these findings by showing a direct relationship between certification delays and cash flow constraints.
Unlike previous research, which primarily examined delays in certification as a procedural issue, our study identified additional challenges such as poor coordination between project consultants and financiers. We also noted that the lack of standardized approval timelines worsens financial unpredictability.
Recent studies indicate that governments and international donors are introducing digital certification systems to reduce approval delays. However, our study found that bureaucratic inefficiencies still persist in Tanzania, demonstrating that technology adoption in certification processes remains limited.
The financier should ensure a reliable source of funds to reduce delay in the release of funds to the road construction and maintenance TARURA for improved Contractor’s cash floor and smooth implementation of the projects.
Through conducting thorough inspections and testing, potential defects or errors can be identified early, hence, reducing the chances of rework and delays in certification of works due to fixing avoidable mistakes. Proper funding enables the hiring of skilled project managers and teams, which are crucial for overseeing the project effectively. 

Also, there should be Contractor’s competent management that can streamline processes, resolve issues promptly, and keep the project on track, thus, reducing impacts of cash flow. The Contractors are recommended to have good strategic relationships with the suppliers to ensure the reliable supply of materials in credit during project implementation as it saves financing options when there are delayed payments from the financier. 
The certification process should be reviewed and simplified to ensure it is more efficient, reducing the time between work completion and payment authorization. Government agencies should introduce clear protocols and deadlines for certifying works. Adopting digital systems for certifying and tracking project milestones can help avoid delays, errors, and the need for physical documentation.

5.5.3
Non-compliance with Conditions of the Contract 

The study findings showed that factors contributing to the insufficient contractor’s cash flow were insufficient financing to support the process, unfavourable weather conditions, delayed approval and amendment of design, inadequate execution of works according to the specifications, and delay in submission of material test results. Ahmad (2017) assessed the main causes of construction project delays in India. The results demonstrate that the three primary causes of delays were miscalculations about the amount of time needed, a shortage of resources, and construction faults. In addition, disagreements among project participants, project abandonment, an increase in total costs, and a decrease in cash flow were the main risks associated with the Contractor’s cash flow.
Lastly, improving communication lines amongst stakeholders, which will play a vital role in ensuring that all stakeholders involved in the road project are adequately updated on the progress of the project, also resolve easily the challenges, that may face the contractors including but not limited to hurdles in the procurement of materials and execution of the road works. Abiding with the terms and conditions of the contract is highly recommended for both the financier/employer and Contractors to have a healthy cash flow for Contractors for the smooth implementation of the project. 
Governments, regulatory bodies, and contracting agencies should enforce strict adherence to contract terms. Penalties for non-compliance should be clearly stated in the contract, along with well-defined dispute resolution mechanisms. Contractors should be given clear, understandable guidelines regarding contractual obligations at the start of projects, with regular training on compliance and its financial impacts. Contractors should have access to legal and financial advisory services to ensure they understand and comply with the terms of their contracts. This would prevent costly mistakes that lead to breaches and project delays.
The finding that contract compliance improves cash flow stability is supported by multiple studies. Murdoch and Hughes (2015) found that adherence to contract terms reduces payment disputes and enhances financial predictability. Similarly, Saka and Mankilik (2020) emphasized that strict compliance with contract obligations minimizes financial risks and delays. 

While previous research focused on compliance from a legal standpoint, our study emphasized its financial implications for contractors. We found that non-compliance leads to withheld payments, increased penalties, and disputes that further strain cash flow. Unlike Hwang and Hinze (2011), who emphasized the role of legal enforcement, we explored the impact of internal project management inefficiencies on compliance levels.
Global trends indicate that compliance requirements in construction contracts are becoming more stringent, with increased penalties for non-adherence. However, our study found that many contractors in Tanzania still struggle with contract enforcement, largely due to inconsistent application of penalties and weak monitoring mechanisms. 

5.6 
Limitations of the Study 

The major limitation of this research is that this study only covers the only single organization. Another limitation is that it excludes many variables of cash flow management like misallocation of cash by Contractors in unrelated projects due to a shortage of time and limited available research funds. 
5.7 
Areas for Further Research 

As the results of different limitations such as financial and Time constraints, the researcher was limited to some areas, which can be further taken into consideration. The following areas are recommended to be taken into consideration since they need further study. These have become limited to my research because of time and financial constraints.

(i) As this study was based on cash flow, future studies need to be carried out in other aspects to determine the influence of Contractors' Cash flow in the implementation of road construction projects.

(ii) Further studies can also be carried out to identify the Contractors’ cash flow about the Contractor’s organizational operations. 
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APPENDICES
Appendix 1: Questionnaires

Dear Prospective Respondent;

This questionnaire is designed to solicit information from you. The purpose of this research is for the academic award of a Master's degree in Business Administration (Finance) from the Open University of Tanzania.  Kindly fill in the required information by putting tick (√) in the appropriate selection.

SECTION A: RESPONDENT INFORMATION 

Number of employees of the Company:   1 to 5 (    ), 6-10 (     ), 11-50 (   ), More than 50 (   )

Ownership of the Company: Whole owned by Tanzanians (  ) Owned by foreigners (   )

Registration Class by CRB: Seven (  ), Six (  ), Five (  ), Four (  ), Three (  ), Two (  ), One (  )

Company’s Working experience; 0- 3 (  ), 4 -7 (  ), 8-11 (  ), 0ver 11 (  )

SECTION B: INFORMATION RELATED TO DELAY IN RELEASE OF FUNDS 

Kindly tick (√) in the appropriate box on the statement along, as your response regarding release of funds. The ratings are on the following scale, 1=Strongly agree, 2=Agree,3=Not sure ,4= Disagree;5 =Strongly disagree; 

	Na.
	Effects in cash flow due to delayed release of funds
	Level of agreement

	1.
	Fund release delay result into delay in making payments
	1        2        3        4        5

	2.
	Payment delays result into inadequate contract management (e.g. over charging and the inability of Contractors to execute works at the time required)
	1        2        3        4        5

	3.
	Payment delays result into difficulties in obtaining financial support in the form of bank loans and overdrafts when funds are required
	1        2        3        4        5

	4.
	Fund release delays result into design changes and non-availability of specified materials
	1        2        3        4        5

	5.
	Fund release delays result into reduction in profit margin
	1        2        3        4        5

	6.
	Fund release delays result into increase in operating costs
	1        2        3        4        5


SECTION C: INFORMATION RELATED TO DELAY IN CERTIFICATION OF WORKS 

Kindly tick (√) in the appropriate box on the statement along, as your response regarding certification of works. The ratings are on the following scale, 1=Strongly agree, 2=Agree,3=Not sure ,4= Disagree;5 =Strongly disagree; 

	S/N
	Effects in cash flow due to certification of works
	Level of agreement

	1.
	Delay in Certification of works result in difficulties of procuring materials and executing works.
	1        2        3        4        5

	2.
	Delay in Certification of works resulted into delays in payments to the sub-contractors/suppliers 
	1        2        3        4        5

	3.
	Timely certification of works results into targeted works profitability
	1        2        3        4        5

	4.
	Timely certification of works results into smooth movement of income into the project
	1        2        3        4        5

	5.
	Timely certification of works results into smooth movement of expenditure out of the project
	1        2        3        4        5

	6.
	Delay in certification of works results to defaulting in statutory obligations such as filing returns.
	1        2        3        4        5

	7.
	Delayed payment results to failure in paying Subcontractors and they refuse to continue works on the project. 
	1        2        3        4        5 


SECTION D: INFORMATION RELATED TO NON-COMPLIANCE WITH CONDITION OF THE CONTRACT
Kindly tick (√) in the appropriate box on the statement along, as your response regarding certification of works. The ratings are on the following scale, 1=Strongly agree, 2=Agree,3=Not sure ,4= Disagree;5 =Strongly disagree; 

	S/N
	Effects in cash flow due to non-compliance with conditions of the contract
	Level of agreement

	1.
	Are all contract alterations requested and approved on time before contractor’s claim initiation?
	1        2        3        4        5

	2.
	Are works material test results always attached the contractor’s payment claims?
	1        2        3        4        5

	3.
	Are all arrangements including agreements of contractor and subcontractors properly documented and approved before submission of payment claims by Contractors?
	1        2        3        4        5

	4.
	Are all provisional sum items properly analysed and approved before submission of the payment claim by the Contractor?
	1        2        3        4        5

	5.
	Do the contractors update their advance payment guarantees, revised program of works before submission of payment claim?
	1        2        3        4        5

	6.
	Do the contractors submit as built drawings (where required) before submission of final payment claim?
	1        2        3        4        5

	7.
	Do contractors claim advance payment before obtaining the relevant security?
	1        2        3        4        5


SECTION D: INFORMATION RELATED TO ACTIONS TAKEN TO SOLVE THE PROBLEM OF DELAYED PAYMENT

Kindly tick (√) in the appropriate box on the statement along, as your response regarding certification of works. The ratings are on the following scale, 1=Strongly agree, 2=Agree,3=Not sure ,4= Disagree;5 =Strongly disagree; 

	S/N
	Effects in cash flow due to actions taken by the Contractors due to delayed payment
	Level of agreement

	1.
	Follow-up with clients using formal procedure
	1        2        3        4        5

	2.
	Follow-up with clients by direct communication only
	1        2        3        4        5

	3.
	Slow down the construction work at site until payment is received
	1        2        3        4        5

	4.
	Suspend the construction process until payment is received
	1        2        3        4        5

	5.
	Apply interest charge to the overdue payments
	1        2        3        4        5

	6.
	Applying loan to proceed with execution of the project
	1        2        3        4        5

	7.
	Initiate arbitration or litigation 
	1        2        3        4        5 


Appendix 2: Interview Guide 

1. Does delay in release of funds from financier affect the contractor’s cash flow for road projects implemented by TARURA in Dar es Salaam Region? If yes, how?

2. Does delay in certification of works affect the contractor’s cash flow on road projects implemented by TARURA in Dar es Salaam region? If yes, how? 

3. What are the suggested ways of solving the challenges that affect the contractor’s cash flow due to delay in payment on road projects implemented by TARURA in Dar es Salaam region?
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Abstract
This study was carried out to find out the effects of payment delay on contractors’ cash flow in the case of the Tanzania Rural and Urban Roads Agency. The study had three research objectives, which were formulated to answer the general problem of the research study, which was elaborated in the statement of the problem. This study used a case study design. The study population consisted of Contractors in TARURA road projects. The researcher used a purposive sampling technique to draw a sample size of 109 respondents from the population. The findings show that factors such as appropriate allocation of funds and limited funds provided by the client significantly influenced the contractor’s cash flows and, hence, inadequate cash flow. More so delaying payments affects the contractors in meeting project costs in terms of wages, materials, equipment, and logistics. This study explores the impact of financial delays on contractors’ cash flow in road projects undertaken by TARURA in the Dar es Salaam region. It specifically examines how delayed fund releases from financiers; postponements in work certification, and non-compliance with contract terms affect contractors' financial stability. Adopting a quantitative approach, the research integrates both quantitative and qualitative data collection to evaluate the extent of these factors' influence. The findings shed light on the challenges contractors encounter due to delayed payments, underscoring the necessity for improved contract management and prompt financial disbursements. The results of this study will serve as a valuable resource for guiding policy recommendations aimed at enhancing cash flow predictability and overall efficiency in road project execution.
Keywords: Contractor’s Cash Flow, Delayed Release of Funds, Works Certification Delays, Contractual Compliance, and Road Project Financial Management. 

Introduction

Tanzania’s construction industry is of no exception as it continues to occupy a vital position in the nation’s economy and as a provider of the buildings and infrastructure needed to ensure continued economic growth and prosperity (Gashahun, 2020). The construction industry is faced with the challenge of delayed payments when executing road construction projects worldwide, rendering the incapability to finish projects punctually and within a given budget (Idowu and Aligamhe, 2023). 

However, Windapo et al (2017) reported that due to the complex project procurement, implementation environment, and unmanaged cash flow problems; construction projects are often deemed unsuccessful in meeting the aspirations set at project commencement. More so, a major criticism facing the Tanzania construction industry is the failure to use methods and techniques that will improve cash flow management (Abubakar et al., 2016).

Alawi (2021) found that cash flow management is critical for contractors to successfully deliver projects in the construction industry. Idowu and Aligamhe (2023) put forward that appropriate management of cash flow is a vital tool and essential to the continued health and stability of the construction industry because liquidity serves as the primary resource for running successful project organizations. Bissoon and Outridge (2020) believe that forecasting cash flow requirements and setting aside suitable provisions is of critical necessity for providing financial stability during periods of insufficient cash resources. Kikwasi (2013) found payment delays and poor supervision in public projects to be the cause of poor quality of work. 

As per the CAG Report (2018) payment delays have been envisaged in Tanzania through its roads agencies, namely, Tanzania National Roads Agency (TANROADS) and Tanzania Rural and Urban Roads Agency (TARURA). Such delays influenced the contractors’ cash flows to the extent of abandoning the works or completing the works with financial difficulties, resulting in denying citizens the intended benefits of the projects. From that background, this study intends to examine the effects of payment delays on contractors’ cash flow concerning TARURA, Dar es Salaam Region.

The construction industry is crucial for economic development, significantly contributing to infrastructure advancement, job creation, and national productivity (World Bank, 2022). Nevertheless, challenges in financial management, especially delayed payments, pose a significant problem for contractors’ cash flow. This can lead to project disruptions, cost overruns, and, in severe cases, contractor insolvency (Rahman et al., 2021).

Cash flow in construction projects relies heavily on the timely release of funds, prompt certification of completed work, and strict adherence to contract terms (Ogunsemi and Jagboro, 2020). Delays in payments can significantly disrupt the financial stability of contractors, affecting their ability to procure materials, compensate workers, and fulfill other contractual obligations (Mahmood et al., 2019). Research indicates that financial constraints resulting from delayed payments can lead to project delays, disputes, and, in some instances, contract termination (Doloi et al., 2021).

Cash flow is the lifeblood of construction projects. However, steady cash flow is rare in construction projects worldwide (Tanzania in particular) (Kikwasi, 2013). Buertey and Adjei-Kumi (2012) & Usman et al. (2016) recognize the need for contractors to prepare a comprehensive construction plan at the project inception stage as a guideline for monitoring and controlling work progress; as a result, countless cash flow forecasting techniques have been developed. Omopariola et al. (2019) asserted that in the construction industry, most Employers of construction projects use payment delays to contain the risks in the transaction process. Therefore, if the payment terms of the project contract are set improperly and the contractor does not have a large fund reserve, the contractor may often encounter a fund shortage later in the construction period, which can easily lead to dried-up cash flow and delayed wage payments (Idowu & Aligamhe, 2023). 

A healthy cash flow position results in liquidity of a company, which helps it sustain its operation resulting in generation of higher profits and prudent re-investment of the profits results in the growth of the firm as consistent positive cash flow position, will facilitate higher profit levels and hence excess cash for investment (Tarawneh et al., 2023). Most of the studies (Kikwasi, 2013; Seo et al., 2018; Rivera et al., 2020 & Alawi, 2021) focused on the influence, causes, and perception of payment delays. This study aims to fill this knowledge gap by examining the effects of payment delays on contractors’ cash flow, a case of road project implementation by TARURA, Dar es Salaam Region. 

LITERATURE REVIEW
The concept of payment delays is not so much a debated construct regarding what it constitutes. However, several opinions and definitions have been advanced for the concept. Wuni et al. (2017), opined that payment delays occur when the honouring of payment is affected at a time later than the stipulated contractual time. This definition appears to be logical since the concept of ‘delay’ comes into play only when a stipulated time is missed. 
Cash Flow

Arafat et al. (2016) defined cash flow as the lifeblood of an organisation because, without it, outstanding financial obligations cannot be met. Lowe et al. (2010) observed that a company must have sufficient working capital to pay its creditors, suppliers, subcontractors, and employees, and may be reliant on its Employers’ payments to cover these expenditure items. Usman et al. (2016) assert that cash flow is of particular importance to the contractor because it is a reflection of a project’s financial performance before the contract is completed and the final account is settled. The definition by Arafat et al. (2016) fits the study.
Financier

A financier is a person, company, or Government that provides money for projects or businesses. The Government is the main financier of road infrastructure development in Tanzania. This financing comes from three main sources; the Consolidated Fund, the Tanzania Road Fund (RF), and Donor Funds. The main sources of funding for the Roads Fund are fuel levies, transit charges, overloading fees, and heavy vehicle license fees (Mlinga, 2016). Other sources include Constituency Development Catalytic Fund (CDCF), Grants and Credits. 
Certification of Works

During contract periods, the most common method used is interim payments or the so-called progress payments. In Standard Forms, the interim or progress payments are affected by the issuance of interim payment certificates. An interim certificate is the periodic certification for the payment due to the contractor. The actual duration of certification of works is normally the period as agreed to in the contract conditions signed (Singh, 2003, Recited by Ansah, 2011). 

Theoretical Literature Review 

Liberal Theory of Contract 

This study was guided by the Liberal theory of contract developed by Kimel in 2003. Kimel (2003) asserted that a construction contract is a promise between parties that are an employer and contractor who willingly enter into a contractual relationship whereby the employer must pay for the construction works executed and completed by the contractor to the satisfaction of the drawings and specifications stipulated in the contract. The liberal theory of contract assumes that the contract provides a mechanism in which willing parties can enter a contractual relationship based on personal objectivity and that parties to a contract are most often strangers. The liberal theory of contract provides room for parties in construction contracts to agree on the payment arrangements between them (Kamanga et al., 2019). 
Empirical Literature Review

Global Studies

Cash flow plays a vital role in enabling contractors to maintain smooth operations and complete projects on time. Timely payments are essential for effective financial planning, helping to avoid liquidity crises, reducing the need for borrowing, and keeping projects on track. Research highlights that addressing the issue of late payments can significantly enhance project outcomes in both developing and developed economies (Kazaz et al., 2016). 

For instance, a study by Kaming et al. (1997) on Indonesian construction projects showed that 75% of contractors faced cash flow challenges due to payment delays, affecting project momentum and increasing financing costs. Moreover, Hughes et al. (2019) indicated that improving cash flow through timely client payments could mitigate insolvency risks for small and medium-sized construction firms in the UK. By fostering a culture of prompt payments, the construction industry can improve financial stability and project success for all stakeholders involved.

Timely payments can help avoid disruptions in project schedules, which can otherwise lead to extended completion times and increased costs. Additionally, research by Odeyinka et al. (2003) on UK construction firms' Projects facing payment delays has been shown to experience an average cost overrun of 20%. By tackling the issue of these delays, the industry can create a more stable and efficient construction environment. Horta and Camanho (2014) noted that in Portugal, construction companies that frequently encounter payment delays face a 30% higher likelihood of insolvency compared to those with stable cash flow.

Several countries have proactively implemented laws designed to address the issue of delayed payments in the construction industry. The UK's Housing Grants, Construction and Regeneration Act (1996) has been a significant step forward, introducing adjudication to facilitate the swift resolution of payment disputes (Cheung, 2011). By leveraging financial guarantees and advance payment clauses, contractors can be better protected in their dealings. Research conducted in China by Lu et al. (2015) highlights the effectiveness of performance-based payment structures in reducing disputes and promoting cash flow stability. 

Moreover, the embrace of electronic payment solutions has proven to enhance payment efficiency across the sector. In India, a study by Jain and Chandrasekaran (2020) revealed that the adoption of digital payments in public construction projects has led to an impressive 35% reduction in average payment processing times. Together, these strategies highlight a constructive approach to improving financial practices within the construction industry.
African Studies 

Illangakoon (2017), a study conducted in Sri Lanka to examine the effects of payment delay on small-scale construction projects, revealed that the payment delays to small-scale contractors are significantly high, and Client factors are comparatively more crucial. The main causes for payment delays to Small Contractors are “Due to prevailing internal system of the Client (No of officers passing the bill), Cash problems of the client (No availability of Funds), Time taken to check the bill by the client, Additional works requested by the client after submission of Final Bill, Non-adherence of correct formats by Contractor and Improper submissions by Contractor (less documentation)”. 

Also, poor cash flow because of a lack of proper process implementation, a delay in the release of the retention monies to contractors, and a delay in the evaluation and certification of interim and final payment. Tarawneh et al. (2023) investigated the impact of cash flow variation on Jordanian construction projects from the contractors’ perspective and its relationship with project performance. 

The study results showed a positive and significant effect of cash flow variation on project performance in Jordanian construction projects. In addition, contractors to schedule project activities correctly and efficiently to maintain a steady state of the project cash flow recommended it.
Alawi (2021) explored the delay in payments on the construction productivity of the small and medium construction companies in Oman. In addition, it ranks the delay in payment among other productivity factors. The results showed that a delay in payment significantly affects the financial stability of the companies. It was found that the rank of delay in payment in the small and medium construction industry is significantly higher than what was found in large companies. 

Table 2.1: Summary of Previous Related Studies

	S/N
	Author (year)
	Title
	Methodology (Data analysis)
	Main findings

	1
	Alawi (2021)
	Explored the delay in payments effects on the construction productivity of the small and medium construction companies in Oman
	Questionnaire survey
	The results showed that delay in payment significantly affects the financial stability of the companies. 

	2
	Idowu & Aligamhe (2023)
	Assessed the effect of payment delay on-time performance in the construction industry with a focus on the relationship between payment delay and time overrun
	Case study data
	The results showed that the major causes of payment delay included slow coordination and seeking of approval from concerned authorities, late preparation of interim valuation and inflation. 

	3
	Dubem et al (2020)
	Assessed the risk factors affecting contractors’ cash flow for construction projects and examine their influence on contractors’ cash flow projections in Nigeria
	Quantitative survey approach
	Findings indicated that the 5 top-rated risk factors affecting con- the tractor's cash flow were 'delay in payment by employer, 'delay in delivery of materials, contractor's lack of resources.

	4
	Omopariola et al (2019)
	evaluated the Nigerian contractors' perceptions regarding the effects of positive and negative cash flow during construction projects. 
	Desk-top-based literature review
	The found that, cumulatively, these issues result in project delays, reduced profit margins and in the worst scenarios; abandoning projects.



	5
	Ogbeifun & Pretorius (2020)
	Exploring the factors that impact the cash flow during the execution of sponsored construction projects in East Africa
	Multiple-site case study method and Delphi techniques were used
	The findings identified six factors causing the delays. The internal factors are faulty contractor selection processes resulting in delays by contractors and the failure to complete appropriate phases of a project.

	6
	Wuni et al (2017) 
	Identify and rank the critical causes and effects of payment delay and to be able to propose mechanisms and strategies for mitigating its pervasiveness in Tanzania.
	Case study survey design
	Based on the findings the study recommended that payment delay could be minimized if proper payment schedules are been agreed upon by all the parties before the commencement of the project. 


Source: Researcher (2023) 
2.5 
Research Gap 

The studies reviewed portray diverse knowledge gaps. While some of them were conducted abroad, a few were done in Tanzania, something that shows a gap to be filled. Rivera et al (2020) determined the causes of payment delays in 25 developing countries without specifically examining the effects, while Alawi (2021) explored the delays in payment in Oman. In addition, Idowu & Aligamhe (2023) assessed the effects of payment delays on time performance in Nigeria, while Dubem et al (2020) assessed the risk factors affecting contractors’ cash flow, yet Omopariola et al (2019) evaluated Nigerian contractors’ perception of the effects of cash flow. 

Conceptual Framework 

A conceptual framework is a tool researchers use to guide their inquiry (Creswell, 2018). Figure 2.1 provides the conceptual framework. It indicates the effect of delays in the release of funds from financiers and delays in the certification of works (Independent variables) on the Contractors’ cash flow as the dependent variable in road projects implemented by TARURA, Dar es Salaam Region. These variables (delays in the release of funds from the financier, delays in the certification of works, and non-compliance with contract conditions) about contractors' cash flow are here under explained here with the relevant previous studies. 

Independent Variables                                                                  Dependent variable

Figure 2.1: Conceptual Framework

Source: Researcher, (2023)

RESEARCH METHODOLOGY

Creswell (2018) defined a research philosophy as a belief in how data about a phenomenon may be gathered, analyzed, and used. The main trends of research philosophy include the positivist research philosophy that claims that the social world can be understood objectively where the scientist is an objective analyst: where a researcher states that based on the principles it is not easy to understand the social world as the social world can be interpreted subjectively (Saunders et al., 2017). 

Moreover, the realistic research philosophy is based on the principles of positivist philosophy. Realistic research philosophy is based on assumptions that are necessary for the perception of the subjective nature of the human (Greene et al., 2010). Pragmatist philosophy involves research designs that incorporate operational decisions based on 'what will work best' in finding answers for the questions under investigation. 

Facts and values, accurate and rigorous knowledge and different contextualized experiences. It does this by considering theories, concepts, ideas, hypotheses and research findings not in an abstract form, but in terms of the roles, they play as instruments of thought and action, and in terms of their practical consequences in specific contexts (Saunders et al., 2017). This study applied pragmatism research philosophy. This philosophy incorporates data collected by way of questionnaires.  Thus, this kind of philosophy was applied to obtain the reality of the effect of payment delay on Contractors’ cash flow in road projects implemented by TARURA.
Population and Sample Size 

Population of the Study 

A population is a representative sample of a larger group of people (or even things) with one or more characteristics in common. The population is important to determine the eligibility of individuals for a study as the defined population then will become the basis for applying the research results to other relevant populations (Creswell, 2018). The population of the study was 150 contractors employed by TARURA Dar es Salaam Region. 

Sample Size 

The sample size is an important feature of any empirical study whose goal is to make inferences about the population from a sample (Creswell, 2018). The Yamane (1967) formula was applied to determine the appropriate respondents to represent the study population. Where n is the sample size, N is the total target population, in this case, the 150-population size obtained, and e is the error rate, in this case, 5%. The sample size for this study was calculated as shown below.

[image: image13.emf]= [image: image15.emf]
N = the Total Population

e = the margin of error (5% has been used to obtain the best sample given the population size)
n = the sample size

[image: image17.emf]= [image: image19.emf]
n = 109

Therefore, the sample size was 109 respondents from the Contractors employed by TARURA Dar es Salaam Region in the Financial Year 2022/2023.

Table 3.1: Sample Size Distribution

	Category
	Population
	Sample Size

	Contractors
	150
	109

	Total
	150
	109


Source: TARURA Implementation Reports Financial Year 2022/2023

FINDINGS AND DISCUSSION

Profile of Respondents 

In assessing the effects of delayed payment in Contractors’ cash road construction projects in Tanzania, the demographic characteristics of respondents in terms of educational background and experience in the construction field were presented to understand the nature of the respondents.

The Education Status of the Respondent  

The respondents were requested to indicate their education status in the questionnaire. The findings are illustrated in Table 4.1.
Table 4.1: The Education Status of the Respondent
	Education status
	Freq.
	Percent
	Cum.

	Diploma
	20
	16.95
	16.95

	Bachelor`s degree
	96
	81.36
	98.31

	Masters and above
	2
	1.69
	100.00

	Total
	118
	100.00
	


Source: Field Data, (2024). 
Number of Employees, Company Class and Experience in Road Project 

The respondents were requested to indicate the no of employees employed, class of company and experience in road project in the questionnaire. The findings are illustrated in table 4.2.

Table 4.2: Number of Employee Company class and Experience in Road Project

	 Variable
	 Obs
	 Mean
	 Std. Dev.
	Min
	Max

	 No of Employee
	118
	20.898
	18.81
	3
	74

	 Class Of Company
	118
	4.407
	1.559
	1
	7

	 Experience in road project
	118
	6.356
	3.059
	1
	13


Source: Field Data, (2024)

The number of Employees has an average (mean) of approximately 20.898 employees, with a considerable variation as indicated by the standard deviation of 18.81. The number of employees ranges from a minimum of 3 to a maximum of 74 among the observed companies. The class of Company has an average (mean) value of approximately 4.407, with a standard deviation of 1.559. The class of companies ranges from a minimum value of 1 to a maximum of 7. This variable may represent different classes or categories of companies. Experience in Road Project has an average (mean) value of approximately 6.356 years, with a standard deviation of 3.059. The experience in road projects ranges from a minimum of 1 year to a maximum of 13 years among the observed companies.
Table 4.15: Skewness and Kurtosis Test for Contractors' cash flow
	
	Statistic
	Std. Error

	Non-compliance with conditions of the contract
	Mean
	2.1294
	0.09807

	
	95% Confidence Interval for Mean
	Lower Bound
	1.9360
	

	
	
	Upper Bound
	2.3227
	

	
	5% Trimmed Mean
	2.0326
	

	
	Skewness
	0.961
	0.172

	
	Kurtosis
	-0.379
	0.341


Source: Field Data, (2024)

4.2.8.1 Test for Multi-collinearity 

Table 4.16: Variance Inflation Factor 

	Models
	Mean VIF

	Model 1
	1.3

	Model 2
	3.3

	Model 3
	4.1


Source: Field Data, (2024)

Since VIF is less than 10, hence there is no multicollinearity.

In Model 1, the mean VIF is 1.3. A VIF of 1 indicates no correlation among predictors, and typically, VIF values below 5 are considered acceptable. The low mean VIF (1.3) in Model 1 suggests that there is little evidence of multicollinearity among the predictors. The predictors in Model 1 appear to be relatively independent of each other. Model 2, the mean VIF is 3.3. This value is higher than in Model 1. While a VIF of 3.3 is not extremely high, it may suggest some degree of correlation among predictors. Inspecting individual VIF values for specific predictors is advisable to identify which ones contribute most to the multicollinearity issue.

Model 3, the mean VIF is 4.1. This indicates a further increase in the average correlation among predictors compared to Model 2. A mean VIF of 4.1 may raise concerns about multicollinearity, and it is important to examine individual VIF values to pinpoint specific predictors contributing to the issue.

Test for Linearity Assumption 

Graph 1: Scatter Plot shows an Association between Residual and Fitted Line 

	Models 
	The scatter plot shows an association between residual and fitted line
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Figure 4.2: Scatter Plot shows an Association between Residual and Fitted Line

Scatter plots do not show any patterns that imply that there is a linear relationship between a dependent variable and sets of independent variables in all models.
Fitted Model 

Inferential Statistics

This part was carried out to establish the conclusions that extend beyond the immediate findings of the descriptive statistics and factor analysis presented. The general objective of this study was to assess the influence of human resources management practice on organizational performance. The assessment of three independent variables (teamwork practices, job security practices, and compensation practices) on organizational performance was done by using a scale of 1-5 points. In addition, each of the three predictors (independent variables) had various attributes or sub-variables. 
4.4 
Summary of Hypothesis Testing 

The study aimed to examine the effects of payment delays on contractors’ cash flow, in the case of road projects implemented by TARURA. The study was driven by three hypotheses that were tested on statistical tests to assess the validity of the research objective to accept or reject an argument to achieve the overall objective. The findings show that all three alternative hypotheses were accepted.

Table 4.4: Summary of Hypothesis Testing

	Hypothesis
	Model
	Coefficient P-Value
	Conclusion

	H1: There is a positive relationship between the release of funds and the Contractor’s cash flow
	Multiple Regression model
	P=0>0.05
	AcceptedH1

	H1: There is a positive relationship between the certification of works and the Contractor’s cash flow
	Multiple Regression model
	P=0>0.05
	AcceptedH1

	H1: There is a significant positive relationship between compliance with the terms of the contract and the Contractor’s cash flow 
	Multiple Regression model
	P=0<0.05
	AcceptedH1


Source: Field Data (2024)

In the regression model, the release of funds was found to have a positive and significant influence on contractors’ cash flow (P <0.05). Moreover, certification of works and compliance with contract terms were found to positively influence contractors’ cash flow (P>0.05). See Table 4.14 summary of the hypothesis.  

SUMMARY, CONCLUSION AND RECOMMENDATION

Summary of the Study 

This study was guided by the general objective, which was to examine the effects of payment delays on contractors’ cash flow; the case of road projects implemented by TARURA. About this general objective, the study specifically examined the effects of delayed release of funds from financiers on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam Region, the effects of delay in certification of works on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region, and the effects of non-compliance with conditions of the contract on contractors’ cash flow for road projects implemented by TARURA Dar es Salaam region. The study involved a qualitative and quantitative research design. Data were collected from Contractors employed in road projects by TARURA in the Dar es Salaam Region through the distribution of the questionnaire and secondary sources. 

The obtained quantitative data were analysed by descriptive statistics, factor analysis, and multiple regression analysis, and qualitative data were analysed by the explanation building process and all the analysed data were presented and discussed based on specific objectives. The key findings of the study showed that, delay in the release of funds from the financiers negatively affect Contractors’ cash flow, and delays in the certification of works affect the Contractors’ cash flow ultimately leading to delays in payment and non-compliance with contractual terms and conditions such as poor quality works and failure to timely provide material tests results lead to delay in payments hence affect the Contractors’ cash flow.
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