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Abstract 

The aim of Sweden’s Policy for Global Development (PGD) is to contribute to equitable and 
sustainable global development. The focus lies on creating economic growth that leads to reduced 
poverty. There are different approaches of how to work with the PGD as official development aid and 
private sector investments in developing countries represents two approaches. Over 30 years ago the 
Swedish government established the private equity firm Swedfund International AB (Swedfund), with 
the main task to contribute to achieving the aim of Sweden's PGD through making investments in 
developing countries. Swedfund is defined as a Development Finance Institute (DFI) and its main 
objective is to create development effects through commercial viable investments. The purpose of 
this study is to examine how development effects have been created, through former investments 
from Swedfund in five Tanzanian companies, and how they can be linked to the commercial viability 
of the investee companies. The study was mainly based on interviews but also on quantifiable 
information from various financial documents. Development effects are examined through a 
stakeholder analysis and presented in three categories; financial- and economic performances, 
environmental- and social performances, and private sector development. The results show that four 
out of five companies have survived; two companies being very high profitable, one company has 
sustained itself on the market, one is fighting for its survival and the fifth has been liquidated. The 
companies with highest profitability have shown the highest development effect outcome whiles the 
unprofitable companies have low development effects. In one case Swedfund did not make any 
profit on the investment but the company still managed to become commercially viable. The study 
indicates that technology and know-how transfer between the Swedish and Tanzanian partner is the 
greatest development effect as this has helped the employees to develop, brought new technology 
to the country, has had demonstration effects and helped to rehabilitate the impaired industry 
sector of Tanzania. It is important how the education of local employees and managers is conducted, 
as a long term approach appears as the best solution.  

Keywords: Development Finance Institute (DFI), development effects, sustainability, economic 
growth, human development, developing countries. 
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1 Introduction 

1.1 Background 
In the year of 2000 all State Members of the United Nations (UN) signed the Millennium Declaration 

that is aimed at halving the poverty and hunger in the world and to raise living standards by the year 

2015. The Millennium Declaration, also known as the Millennium Development Goals (MDG), 

consists of eight specific goals that are set to achieve the desired development. One of the goals is to 

increase cooperation between rich and poor countries by "developing a global partnership for 

development" (UN, 2009). This is supposed to lead to increased international trade, which is 

necessary for most developing countries (ibid.). Global cooperation is hence seen as an important 

factor in improving developing countries economical development and thus also fighting poverty. 

Sweden has taken an active role to meet and realize the MDG. Therefore Sweden's Policy for Global 

Development (PGD) is formed to efficiently contribute to an equitable and a sustainable global 

development (Persson & Karlsson, 2003). The aim is that countries struggling with poverty should 

benefit from globalization in a more successful way. Globalization brings new opportunities to solve 

problems through trade, new technologies and increased emphasis on democracy and human rights 

(Bhagwati, 2004). But several billion people are not equipped to take advantage of these 

opportunities because of, among other things, poverty and hunger. Therefore, Sweden's PGD aims at 

improving circumstances so that poor and vulnerable people can improve their living conditions 

(Reinfeldt & Carlsson, 2008). However, it is unclear how the PGD actually breaks down the vision into 

concrete actions and criticisms has been phrased saying that the PGD is too abstract (Gustavsson A. , 

2008). In order to fight poverty and to break the economic marginalization that large parts of the 

world’s population live in, a focus is required on creating economic growth. A sustainable economic 

growth can be achieved by creating conditions for national and international trade in an open and 

fair market and by providing aid and private sector investments in developing countries. It basically 

comes down to the ability to offer the individual a job with decent working conditions so that 

people’s main job will not be trying to keep the family alive or fight for their own survival (Growth 

Commision, 2008).  

By focusing on Swedish trade through investments in developing countries, Sweden can actively 

contribute to reducing the economic marginalization (Reinfeldt & Carlsson, 2008). This is because 

trade and investments in turn lead to development effects such as increased employment, 

technology, knowledge transfer and tax revenues (Soubbotina & Sheram, 2000). Over 30 years ago 

the Swedish government established the private equity firm Swedfund International AB (Swedfund), 

with the main task to contribute to achieving the goals of Sweden's PGD through making investments 

in developing countries (Swedfund, 2009). 

Swedfund is defined as a Development Finance Institute (DFI) and is responsible for providing risk 

capital and competence for private investment in Africa, Asia, Latin America and Eastern European 

countries outside the EU (EDFI, 2009). Swedfund´s objectives are to create development effects, 

profitability and interaction between the Swedish industry and actors in developing countries 

(Swedfund, 2009). Sweden's PGD is also largely made up by other actors1, mainly the Swedish 

                                                           
1
 One percent of Sweden’s GNI goes to development assistance and is channeled through agencies (e.g. Sida), 

state companies (e.g. Swedfund) and international organizations (e.g. EU). (Government of Sweden, 2009) 
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International Development Cooperation Agency (Sida). Sida helps to create better conditions for 

poor people by improving their living situation through Swedish development assistance (Sida, 2006). 

Sida does not have a commercial approach in its work and is therefore not focused on the viability of 

development but only on the creation of development effects. These two approaches represent a 

substantial difference in how the design of Sweden's PGD should look like in practice. It creates 

questions about what the most effective way is to achieve the MDGs; Should Sweden’s PGD be 

designed mainly to operate in a commercial manner or for the most part consist of assistance? Or are 

the goals of creating development effects and commercial viability compatible? These questions are 

a part of a broader discussion which emphasizes the importance of investigating the effects of the 

two approaches. In this essay I aim to do a part of this work by looking deeper into Swedfund´s 

business and hence explain whether it is in line with both Swedfund´s objectives and Sweden´s PGD. 

1.2 Purpose 
The purpose of this study is to examine how development effects are created, through investments 

from DFIs such as Swedfund, and how they can be linked to the commercial viability of the investee 

companies2. In this way, the study intends to contribute to valuable research on how Sweden should 

formulate its PGD in practice and give insight into the contribution that a DFI can deliver. The aim of 

the study is to analyze the development effects from Swedfund’s past investments in Tanzania where 

Swedfund’s engagement now has ended by either the sale of the company’s shares or by the 

company going bankrupt. The analysis will focus on the development effects regarding the 

companies’ financial and economic performances, social and environment performances, and the 

private sector development.  

1.3 Questions 
The study has two main questions, firstly:  

Which development effects could be indentified from Swedfunds former investments in Tanzania?  

And secondly: 

Is there a connection between development effects and profitability of the investments made by a DFI 

in a developing country? In what way are the development effects influenced by the profitability of an 

investee company?  

1.4 Method 
Among countries and companies where Swedfund has been active, five former investee companies 

from Tanzania have been selected in this study. The study is not comprehensive but intends to give a 

picture of and hopefully an answer to if and how development effects and profitability are correlated 

in these former investee companies. But the result of the study could also, to some degree, be 

applied to other investee companies of a DFI such as Swedfund (Eriksson & Wiederhaim-Paul, 2008).  

A big part of the purpose is related to the processes that lead to development and economic growth. 

To some extent this could be examined through pure economic and quantifiable data but a large part 

could also be examined through qualitative aspect such as organizational and environmental issues 

                                                           
2
 The company into which Swedfund invests directly is referred to as an investee company. In this study former 

investments are examined and they are referred to as former investee companies or just companies.  
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(Baker, 2000). A lot of the information needed to answer the questions in this study is difficult to 

quantify in numbers and statistics. Instead this information is found in the perception of how the 

local people and the society have been affected by the investee company, but also the attitudes and 

opinions of board members, managers and employees in the related issues. Hence the study was 

mainly based on a qualitative approach through interviews but also on quantifiable information from 

various financial documents. A minimum of six respondents from each company were interviewed. 

My intention was to talk to various board members, managers and employees that were active in the 

company when the investment was made and still are present within the company. In addition, 

interviews were undertaken with other relevant persons such as persons within Swedfund, Sida, the 

Swedish Embassy in Tanzania, former business representatives, the University of Dar es Salaam and 

the people in the local surroundings of the companies. Together these people possess valuable 

information about the context of this study and the success of the investments. In connection with 

the interviews I conducted observations of the factories and facilities in order to familiarize myself 

with the corporate business, operations, culture, etc. That made it possible and easier to examine 

and analyze the information I gained through interviews and documents. The ethical consideration of 

the study is to keep the respondents anonymous (Research Council, 1990). This was a requisite in 

order to avoid that respondents were afraid to be honest because of fear or loyalty principles when 

sharing information. Moreover, the respondents at the companies were not obligated to participate 

in the study as Swedfund no longer have engagement activities in their companies. Hence none of 

the respondents will be referred to in the empirical part of this study. The main interest of the 

empirical study is to evaluate and examine development effects and it is not of importance “who said 

what”. Besides the interviews, I have analyzed board records and documents from the time when the 

investment was made (start) until Swedfunds engagement ended (exit). In this way the study 

addresses the development effects that the investment was intended to give from the start, those 

that were created at the end of Swedfunds engagement, and the development effects that can be 

identified today. Documentations from the companies such as financial statements were used in 

order to present economical information that is relevant for the study3.  

In the beginning of the study a benchmarking of possible development effects which could occur 

from investee companies was conducted with the help of a stakeholder analysis4 and the help of a 

World Bank evaluation handbook (Baker, 2000). Indicators were created of these possible 

development effects that gave me a comprehensive insight in the topic. A standard interview guide 

was aligned from Swedfund’s internal development effect assessment and was used in the 

interviews5. The interview guide was adapted depending on the kind of respondent. Furthermore, 

the interviews were recorded, in cases where permission was given by the respondents, so that 

nothing was missed. By having a clear strategy, each sentence of the interview has been assessed 

and examined and then categorized subsequent to predetermined indicators of development effects 

(Kvale, 1997). The results of development effects from the five former investee companies, that this 

                                                           
3
 When figures are named in Tanzania shilling (Tsh) they have been transformed to Swedish kroner (SEK) or 

USD through www.oanda.com with regard of the actual date. 
4
A stakeholder analysis examines which possible groups that are affected by the company (see section 3.2). 

This method is widely recognized and used by international development organizations such as the 

International Finance Institute (IFC, 2010). 
5
 See Appendix 1. 

http://www.oanda.com/
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study examines, are presented in a development effect outcome6 table where each company is 

classified against the development effects. Considerations of the development effects are taken with 

regard to the initial phase of the investment to the current situation of the company. In the next step 

the stakeholder analysis is presented, where each stakeholder is examined and analyzed regarding to 

the development effects. A constant focus will be on the purpose of this thesis; to illustrate if and 

how the development effects are connected to the former investee companies profitability. 

1.5 Methodological discussion 
Scientific knowledge is knowledge that is produced by research and is usually divided into natural, 

human and social science (Gustavsson B. , 2002). Individuals will have different perspectives of 

knowledge depending on how they perceive the world, ontology, and how they believe knowledge 

about the world is gained, epistemology. This means different on how knowledge should be 

collected, interpreted and applied (Eriksson & Wiederhaim-Paul, 2008). Essentially there are two 

perspectives in ontology and epistemology. The positivistic approach argues that knowledge is 

objective and science should be conducted with general method rules that are independent of the 

survey’s content, context and the researcher’s role as individual influence should be minimized 

(Kvale, 1997). This dominates the natural sciences. Non-positivism is rather a subjective perspective 

where the epistemological position is that knowledge is generated by individuals' perception of 

reality (ibid.). In reality it is unlikely that research is able to completely distinguish these two 

perspectives from each other. The purpose and method of this requires several dimensions. It is 

difficult to completely have an inductive or a non-positivist approach. Similarly, one cannot say that 

knowledge is to be generated as an objective truth that methodically and systematically describes 

relationships and models based on objective facts. When one chooses to examine societal and 

individual phenomenon, one investigates a reality that is interdependent and constantly changes. 

Thus the aim of the thesis shows a perspective of knowledge that includes positivistic and non-

positivistic scientific approaches (Kvale, 1997).  

This thesis aims to identify and analyze development effects in order to provide a deeper view and 

understanding of how the developmental effects can be generated. There are a number of aspects 

worth reflecting over in relation to the different views of knowledge and science. The knowledge 

generated in this study is mainly based on the respondents’ experiences, thoughts and images of the 

development effects and what they have meant for the company, society and themselves. In order to 

answer the questions of this study it is required that their view of reality is understood and can be 

described. But the study will also generate knowledge about development effects in economic sense. 

The results are not intended to be used as a model or plan for future investments, but as an 

indication of how development effects can be created and sustained. Swedfund should be aware that 

the result does not give a general image or a model for all of its investments. The final product is 

intended to be used as a basis for further research and to create a deeper understanding and 

knowledge of developmental effects. The knowledge generated must therefore be seen in its 

context.  

                                                           
6
 Based on three pillars; Financial & Economic Performances, Social & Environment performances, and the 

Private Sector Development. 
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1.6 Limitations 
One limitation of this study is that it evaluates only five former investee companies in Tanzania from 

Swedfunds entire portfolio7. Having former investee companies that have ended several years ago 

instead of active investment has given problems as the companies have no obligations to provide 

information and data neither were they given any economic compensation. This gave the study 

limitation in the quantitative data from some of the companies due to an absence in new and 

updated financial statement as well as other statistic information. 

During the study period I have had access to the archive of Swedfund where information and data is 

kept from the time during Swedfunds engagement. But the financial accounts that are present in 

Swedfund’s archive are difficult to read as they are old and formed after Tanzanian praxis. In some 

cases questions have been marked over the reliability of these documents as they sometimes are 

over 20 years old and impossible to track. Furthermore Tanzania’s economic problems have made it 

difficult to take into consideration the inflation effect. Although all figures in the study have been 

transformed to Swedish or American currency from the time of the investment with regard to the 

currency time, no regards have been taking for the inflation effect. 

It was difficult to find issues regarding the development effects of the companies in the archive. 

During the time when the investments of this study were made (from 1985 to the 1990s) there was 

no comprehensive assessment system of the development effects. Thus development effects have 

not been monitored and analyzed thoroughly before. This has limited this study as there are no 

systematic references to compare the present development effects against. When comparing to 

more recent and still active investment it can be said that the reporting system of development 

effects clearly has improved. Today there are standards to conduct a development effect assessment 

before the investment that can be followed up.  

Another limitation is that I have not been able to directly investigate all the companies’ stakeholders 

thoroughly. I have for an example not assessed each of the companies’ suppliers and made 

calculations on how they all have been affected. Likewise I have not made deeper research in how 

the stakeholder “producer of complementary products” is affected and hence it not included in the 

analysis (but only in the model). I have instead made generalization and assumptions based on the 

empirical study. I have also made limitations on the development effects that are presented8. There 

are possibly other development effects that could be presented and analyzed. It is important to 

highlight that investee companies and their stakeholders are dynamic rather than static. Thus the 

development effects could be influenced by the environment, individuals, extraordinary events or 

other circumstances. I have not had the capacity to cover all those circumstances and therefore this 

has been a limitation of the study.  

However the main limitation has been the lack of time. The issues above could be solved with more 

time and resources. Since this is a master thesis it is necessary to make these limitations. The results 

and conclusion are not meant be of universal application to all investments made by DFIs like 

Swedfund, but instead could show how development effect could be generated over time. More 

research is needed and definitely with more time and resources.  

                                                           
7
 Since the start of operations in 1979 Swedfund has made more than 200 investments in over 60 countries 

(Swedfund, 2010). 
8
 See Table 3. 



 

6 

1.7 Report structure 
After the introduction and the methodological discussion above, chapter 2 gives an introduction to 

the mission company Swedfund and DFIs in general. The aim is to give an orientation in the context 

of the study, even if one has never heard of this business area. In chapter 3, a theoretical review of 

related topics is given under the name growth for development. The topic sustainable economic 

growth will be examined and defined. The stakeholder analysis will be described thoroughly. 

Furthermore, the following sections will describe the definition of Developing countries and the 

history, economy and human development need of Tanzania, the country where the investments 

were made. 

The companies will be introduced and presented in chapter 4 and chapter 5 describes the 

development effect outcomes based on the empirical material. A classification of each company´s 

development effects is presented. Furthermore, the development effects attributed to the different 

stakeholders through the stakeholder analysis are presented in chapter 6. In Chapter 7 the main 

findings of the study are concluded. Chapter 8 contains a final discussion and reflection about the 

conclusions and the purpose of this study.  

Appendix 1 presents a questionary with a standard interview guideline that was used and adapted 

depending on the respondent. Appendix 2 -6 present the case studies that are conducted and from 

which the results and analyses (chapter 5-6) are based upon. This gives the reader the opportunity to 

follow each case more thoroughly if wanted.  
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2 Development Finance: An introduction 
This chapter will give the reader an introduction to the context of this thesis, Development Finance. 

The mission company Swedfund is described and introduced and so is Development Finance Institutes 

in general. This section describes how finance activities in companies located in developing countries 

could create development effects.  

2.1 Swedfund  
Swedfund is a Swedish venture capital company for investments in developing countries in Africa, 

Asia, Latin America and Eastern Europe (non EU members). Swedfund’s vision is to contribute to the 

development of profitable companies and stimulate a sustainable economic development. Swedfund 

is working on a commercial basis and provide equity, loans and guarantees for the financing of 

private enterprises in developing countries. Swedfund has long experience of investing in developing 

countries and has different expertise within the organization (Swedfund, 2010)9. Swedfund was 

established in 1979 as a foundation. In the beginning Swedfund was focused on privatizing 

companies and develop emerging companies to become commercially viable. The term “aid to trade” 

was used as Swedfund was seen as a continuing process of Sida’s assistance to companies in 

developing countries. In 1991 Swedfund was transformed into a limited company as the Swedish 

government decided to strengthen the focus on commercial investments. In recent years Swedfund’s 

role in development cooperation has received increased attention. The Swedish government 

provided Swedfund with a capital injection of SEK 1 billion over a three year period with the start in 

2007. The organization has grown from its 12 employees in 1994 to 36 in 2009. The expansion has 

led to further specified objectives and operational guidelines. Swedfund’s activities are directed 

towards the following goals in order of priority (Swedfund, 2008): 

1. Development goals: The overall objective of Swedfund’s activities is to contribute to the goal for 

the Swedish development cooperation10 by means of investments that contribute to sustainable 

economic development in the countries in which Swedfund invests.  

2. Profitability goals: The business shall be conducted in a commercial manner.  

3. Cooperation with the business community: Swedfund shall endeavor to work together with 

Swedish enterprises and thereby promoting globalization and expansion on new markets.  

Because of the enhanced focus on development effects within Swedfund over the years the 

requirements regarding systematic reports of development effects have increased. For each new 

investment proposal the investment manager of Swedfund has to analyze what development effects 

the investments could generate. Then a “Peer Review Group”, which was appointed in 2007, 

examines the possible development effects and presents the investment proposal to the board for 

decision. The Board shall give highest priority to the expected development effects when deciding 

whether or not to approve an investment proposal. (Swedfund, 2008).  The guidelines that are 

presented above were not as developed and explicitly described before the late 1980s and beginning 

of the 1990s. But the overall development objective of Swedfund has always been the same; to 

create development effects and conduct its business in a commercial manner.  

                                                           
9
 Swedfund possesses the competence to run investment analyses, tailor financing and give legal counseling. 

10
 Sweden’s PGD 
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2.2 Development Finance Institute (DFI) 
A Development Finance Institute (DFI) is a state-owned risk capital investment fund that offers 

financing in developing countries. The overall purpose of DFIs is to bridge the gap between the 

commercial investment and Official Development Assistance (ODA) (EDFI, 2009). This is achieved by 

investing in sustainable and profitable businesses in the private sector. Private sector development is 

a strategy for promoting economic growth and reducing poverty in developing countries. This is done 

by incorporating private industry and competitive markets into a country’s overall development 

framework which thus creates employment opportunities (Harvard University, 2007). A survey that 

was conducted by the World Bank including over 60.000 poor people showed that 70 percent 

believed that the best way to escape poverty was to get a job (World Bank, 2009). This shows a 

strong connection between poverty reduction and private sector development (Schulpen & Gibbon, 

2001). The backbone of the private sector is the Small and Medium Enterprises (SME) as they 

represent a large part of a well functioning economy. This is the case both in developed and 

developing countries. Although in developing countries the SME sector is often undeveloped and the 

government often controls the economic activities through the public sector. This could hold the 

economic growth back. Figure 1 shows that the size of the SME sector in a country is correlated with 

GDP per capita (Dahlberg, 2009).  

 

Figure 1: Correlation between GDP per capita and size of SME sector (Dahlberg, 2009). 

There are some major constraints for SMEs in developing countries as financers run big risks because 

of the instability in the economy. Enterprises with the potential to grow and create jobs face a lack of 

financing opportunities from the market and therefore are not able to fulfill their potential (Beck & 

Kunt, 2006). DFIs aim to address this problem. They are meant to add value and bring additionality in 

the sense that they seek to invest in regions, sectors and segments that otherwise would not be 

attractive to investors and hence lack reasonable finance from the financing sector. Additionality 

concern with the issue of what difference the engagement of the DFI has meant. DFIs are also 

supposed to be catalytic, and have “crowding in” effect rather than “crowding out” effect. This 

means that their investment should inspire other investors to invest in the private sector and that 

they don’t receive subsidies that makes it difficult for others to establish in the same segment. 

Consequently by investing in businesses that become sustainable and commercially viable it should 

inspire and encourage other private sector investors to do the same (Dahlberg, 2009). One difference 

between private risk capital investors and DFIs is that the owner of the DFI (the government) not only 

requires a high economic return but also requires equally emphasis on development effects. The 
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profit generated from the investment companies should create new investments instead of dividends 

to the shareholders. The objective is to create development through companies with commercial 

viability in order to reach a sustainable economic growth. DFIs offer three key areas of value-added 

in international development policy (Dahlberg, 2009): 

1. Investing in underserved project types and settings: DFIs should invest in higher risk segments in 

developing countries such as SME and post-conflict segments11. Investments must be based on a 

long-term vision and investment commitment rather than emphasis on short tern returns. 

2. Investing in undercapitalized sectors: DFIs often have specialization and expertise that enables 

investments in commercial infrastructure such financial services, energy, forestry, infrastructure and 

agriculture independent of what country.  

3. Mobilizing other investors: DFIs have tools to connect local partners with private investors through 

their specific expertise and knowledge. By doing so they enable technology and know-how transfer. 

The development effects generated by DFIs could affect different stakeholders. Examples of 

development effects are shown in Figure 2 where the effects are divided in direct and indirect effects 

and also in long term effects (impact).  

 

Figure 2: Direct and indirect development effects (Dahlberg, 2009). 

The Nordic DFIs are part of their respective government’s international development policy (in 

Sweden’s case the PGD). According to Dahlberg (2009) the international development policy is based 

on “three pillars” for reaching the objective of fighting poverty. The pillars include aid agencies, 

development banks and DFIs. The aid agencies (such as Sida) are focused on strengthening the public 

sector and civil society by aid leading to development and humanitarian assistance. Multilateral 

development banks (such as the World Bank institutions) provide loan, grants and guarantee 

financing provided through international and regional financial institutions. DFIs in their turn are 

focused on providing private sector financing.  All pillars are a valid and important component of 

international development policy and represent different and complementary strategies for fighting 

poverty (ibid.). 

                                                           
11

 Post-conflict refers to the phase of recuperation, peace building and reconstruction following a conflict  

(Women's Refugee Commission, 2010). 



 

10 

3 Growth and Development 
This chapter will examine the terms growth and development from a theoretical perspective. It 

highlights the complexity of development related to economic indicators and to illustrate how 

development effects could be identified and analyzed. Developing countries are defined as well as an 

introduction of the development need in Tanzania.  

3.1 Sustainable development 
In 1987 the term sustainable development was articulated by the World Commission on Environment 

and Development, as development that “meets the needs of the present without compromising the 

ability of future generations to meet their own needs” (UN, 1987). Sustainable development 

integrates three components – economic development, social development and environmental 

protection (Figure 3) – as interdependent and mutually reinforcing pillars (UN, 2005).  

 

Figure 3: The three components of sustainable development (Wikimedia, 2006). 

The overall objectives and essential requirements for sustainable development is based on poverty 

eradication, changing unsustainable patterns of production and consumption as well as protecting 

and managing the natural resource base of economic and social development (UN, 2005). 

Sustainable development is hence about improving the quality of life for all of earth´s citizens 

without exploiting natural resources beyond the environmental capacity to supply them (UN, 1987). 

Life quality could mean access to education, health care, employment opportunities, as well as clean 

air and safe drinking water etc. (Soubbotina & Sheram, 2000).  

3.2 Economic growth 
Economic growth is referred to as increasing a nation´s total wealth (Soubbotina & Sheram, 2000). 

Many economists mean that the immediate cause of growth involves technology, capital and human 

capital (Growth Commision, 2008). The term has developed during the last two centuries and was 

invented with connection to the industrial revolution in Britain at the end of the 18th century. The 

industrial revolution started with a transfer from manual labor to machine-based manufacturing. 

With the introduction of steam power the production capacity increased dramatically (Meier & 

Rauch, 2000). Increased growth during the 20th century and the creation of institutional foundations 

in the 1940s (the World Bank, the International Monetary Fund, the United Nations etc.) led to the 

basis of today’s global economy (Growth Commision, 2008). Economic globalization stands for the 

integration of national economies into the international economy through trade, foreign direct 

investment (FDI), capital flows, migration and the spread of technology (Bhagwati, 2004). Hence 

globalization has opened up the world economy and as a consequence the technology and know-
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how have flowed more easily to developing countries (Growth Commision, 2008). Globalization could 

mean that developing countries have the chance to assimilate new techniques much more quickly 

than the pioneering economies can invent them. This proposes that countries can “catch up” with 

the richer ones (ibid.).  

It is common to use the indicators Gross Domestic Product (GDP) or Gross National Product (GNP) to 

measure economic growth and the scale of a country’s economy. The GDP is calculated as the value 

of the total final output of all goods and services produced in a single year within a country’s 

boundaries. GNP is GDP plus incomes received by residents from abroad minus incomes claimed by 

nonresidents (Soubbotina & Sheram, 2000). These indicators provide common quantifiable 

measurements that are useful when measuring outcomes and easy to understand. However, the 

indicator does not take the population of the country into consideration and therefore it is more 

significant to measure the GDP or GNP per capita. Figure 4 gives a picture of how the GDP per capita 

has developed in the last 2000 years (ibid.).  

 

Figure 4: The evolution of global per capita GDP in the last 2000 years (Growth Commision, 2008). 

The strong accelerated growth since the 1950s has created new challenges, mainly regarding poverty 

and environment. There is a big difference in incomes within and between countries. Out of roughly 

6 billion people in the world, about 65 percent live in high-income or high-growth economies (30 

years ago the number was less than 20 percent) (Growth Commision, 2008). The remaining 35 

percent that account for more than 2 billion people live in countries with a stagnating or declining 

income. The challenge comes from the fact that the world population is set to increase by 3 billion 

people by 2050 and 2 billion of these people will live in countries that currently have little or no 

growth (ibid.). Another challenge is regarding the environment, as the economic growth in the world 

has put pressure on the planet’s ecology and climate system. The ecological footprint is a metric used 

to calculate human pressure on the planet and the earth’s ecological capacity to regenerate 

(Footprintstandards, 2010). One indication of the critical situation is that:”we would need five planets 

if all people were to live the lifestyle of the average American” (ibid.).  Figure 5 compares the human 

development with the ecological footprint. The figure shows that developed countries have higher 

ecological footprints in general. Statistics shows that the humanity’s ecological footprint for 2005 
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was estimated at 1.3 planets. This means that humanity uses ecological services 1.3 times as fast as 

earth can renew them which lead to an unsuitable development (ibid.).  

The Human Development Index (HDI) is an indicator created by the UN that measure economic 

development. It is more complex than the GDP and DNP indicator and measures the life expectancy, 

adult literacy, access to education, as well as people’s average income which is a necessary condition 

of their freedom of choice (UNDP, 2010). Increases in the economic growth indicators GDP and GNP 

does not necessarily mean that the HDI increases. It is possible that a country that has enjoyed 

strong increase in the GDP per capita has not enjoyed improved human development but might have 

experienced decreased human development (Soubbotina & Sheram, 2000). 

 

Figure 5: Human welfare and ecological footprints compared (Wikimedia, 2009). 

Soubbotina and Sheram (2000) argues that for economic growth to be sustainable it must, 

“constantly be nourished by the fruits of human development such as improvements in workers’ 

knowledge and skill along with opportunities for their efficient use: more and better jobs, better 

conditions for new businesses to grow, and greater democracy at all levels of decision making”. 

Figure 6 shows the relation between economic growth and human development. 

 

Figure 6: Economic Growth vs. Human development (Soubbotina & Sheram, 2000). 
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3.3 The Stakeholder Analysis  
Based on the article “An economic framework for assessing development impact”  (Lysy, 2003). The 

following framework will form the base for the analysis. 

A stakeholder12 analysis is used to assess and evaluate development effects that an investment 

company in a developing country might generate. The stakeholder’s analysis assesses how the 

stakeholders are affected by an investment and hence the possible development effect can be 

derived and indentified. The overall development effect of an investment in a society is the sum of 

the estimated net impact on each of the individual stakeholders. A private sector company can have 

the following possible stakeholders: shareholders/financiers, company, employees, customers, 

producers of complementary products/services, suppliers, competitors and new entrants, neighbors 

and the rest of society. This categorization includes those that may be affected whether they are 

domestic residents or a foreign entity. It is possible that a company only affects a few of the possible 

stakeholders and emphasis should hence be put on the groups where the development is expected 

to be the greatest. Development effects could affect a stakeholder either directly or indirectly and be 

either positively or negatively. For example employees are directly affected by the wage they receive 

from the project company while society is indirectly affected by the company’s tax contributions.  

3.3.1 Shareholders 

The shareholders could also be referred to as financiers if they own equity shares. The shareholders 

benefit from the company through the cash flow created from the sales of products/services, if the 

company is profitable. The expenses however are mainly in equity, loans and costs involving 

production. A common way to judge what the shareholders gain from the project is through the 

internal rate of return from the investments (the IRR). If the company is successful and profitable the 

shareholders could enjoy high dividends or the company could enjoy more investments.   

3.3.2 Company 

The investment can and should affect the investee company itself. The overall effect of the 

investment should result in a higher margin level by increases in productivity. This could be achieved 

through technology and know-how transfer from the foreign partner or through new machines. The 

investment could also affect the company in areas like corporate governance, environmental 

performance, quality management systems and labor.  

3.3.3 Employees 

The employees are directly affected by the investee company as they provide labor and prevent 

unemployment. They could be considered as an internal stakeholder that constitutes the company’s 

basis. In addition to offering employment, the company could affect the employees by increased 

wages and benefits (such as healthcare, pension, housing canteen and benefits for their families) 

compared to similar jobs in the same industry. By providing increased training the workers 

productivity level could improve as well as the skill level that could be beneficial when seeking other 

jobs. The investee company could also affect gender equity by shaping an environment that strives 

towards a more equal and diverse workplace. 

                                                           
12

 A stakeholder could be defined as “any group or individual who is affected by or can affect the achievement of an 

organization’s objectives” (Freeman, 2004). 
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3.3.4 Customers 

The customers could be affected in several ways if for example the company offers previously 

unavailable products or services on the local market or if better quality is provided. The company 

could also offer a product or service that meets basic needs of the poor, and hence improve poor 

people’s lives. Increasing supply and access could lower the price for the product or service offered 

and makes it more affordable for all people. If the products or services previously were imported, the 

customer can save foreign currency if the price is lower.  

3.3.5 Suppliers 

Suppliers to the investee company could enjoy increased demand for the goods or services they 

provide, and hence higher profits. The increased demand coming from the company might lead to 

the creation of new suppliers which are important for the private sector development. The investee 

company could assist the suppliers to improve the quality-price relationship through assistance in 

managerial and organizational skills. This characteristic is called the “networking effect” and could 

take place among several suppliers. These effects may lead to the creation of new jobs as well as 

increased wages and benefits.  

3.3.6 Competitors and new entrants 

Increased access to a product or service could mean increased competition that could lower the price 

or improve quality. The competitors and new entrants could gain from the investee company in 

terms of demonstration effects. For example the company might demonstrate the feasibility and 

profitability of a new technology, a new way of managing or organizing business or the viability of 

some market segment that competitors could copy. If the company has created networking effects 

by helped suppliers to develop, it could also have been beneficial for competitors and new entrants. 

The demonstration could encourage new investors to enter the market due to a business that might 

have been nonexistent or not commercially viable before. However, if the investee company 

establishes significant competitive advantages that others cannot afford or copy it could result in 

high barriers.  

3.3.7 Producers of Complementary products 

The investee company may also benefit producers of complementary goods as a result of the 

increasing demand of the investee company’s products or services. An example is gasoline that is a 

complementary product to roads. The producers of the complementary products could benefit from 

increased sales and receive higher prices, and hence higher profit. This could in return lead to 

increased employment and higher wages. 

3.3.8 Neighbors and Environment 

Neighbors are those who do not have a direct market relationship with the investment company. The 

neighbors would be the local population living or working near the company’s operations in the 

surrounding community. They could be positively affected if the company invests in new 

infrastructure such as roads, water, power and buildings. Meanwhile, if the investment leads to 

infrastructure congestion, the surrounding community could be negatively affected due to the lower 

availability. The company could also affect the development of social infrastructure. A new 

investment could lead to new or improved theaters, restaurants or community centers. The company 

may also establish a Corporate Social Responsibility (CSR) policy to support foundations, give money 

to charities, donate products and participate in community activities. The environment is naturally 

affected by the companies depending on the nature of the business and the environmental 
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awareness. Pollution and emission clearly have a negative impact on the environment. But if the 

investee company uses new technology that reduces the negative environmental effects it could 

result in a cleaner environment for the neighbors.  

3.3.9 Rest of society  

All contributions to the national income could be considered affecting the whole nation or society. 

The effect on this stakeholder includes revenues in form of profit taxes, value added taxes, excise 

taxes, subsidies, import tariffs and export taxes. If the project enables a product or service that 

previously was imported it could have a large effect on the national income. It could save the country 

foreign currency and increase the GDP and hence enable a sustainable economic growth.  

 

Figure 7: A modified version of the stakeholder model (Ferman & al, 2003). 
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3.4 Developing countries 
The term developing countries is central in this report as these are targeted by the international 

development organizations such as Swedfund and other DFIs. It is thus important to understand the 

term and see what “developing countries” stands for.  

A common classification of countries is based on the level of Gross National Income (GNI) per capita 

(the total value produced within a country per person) in four different income groups (World Bank, 

2010). Low income countries have a GNI per capita of USD 935 or less and are in some cases 

classified as Least Developed Countries (LDCs). LDCs are those countries that have the lowest human 

development index and that are in extreme poverty13 (UNDP, 2010). Lower-middle income countries 

have a GNI per capita of USD 936 – USD 3.705 and upper-middle income countries have a GNI per 

capita of USD 3.706 - USD 11.455. High income countries have a GNI per capita above USD 11.456. 

The World Bank classifies all low- and middle income countries as developing countries as could be 

seen in Figure 8. However, the term developing country is not intended to imply that all economies 

have similar development or that the developed countries have reached an end of their 

development. Nor does the classification automatically correspond to development status (World 

Bank, 2010).  

 

 
     High income 

    Upper-middle income 

    Lower-middle income 

    Low income 

 

 
 

 

 

Figure 8: Countries based on World Bank income groups for 2006, calculated by GNI per capita, (Wikimedia, 2008). 

There are transition economies that are grouped as either developing countries or developed 

countries. A transition economy is an economy that has changed from a centrally planned economy 

to a market economy (IMF, 2000). China, the former Soviet Union and Tanzania are among those 

who have experienced that process. The following are characteristics that a transition economy 

usually goes through (Falke, 2003): 

 economic liberalization, where market forces set prices instead of a central organization  

 trade barriers are removed 

 privatization of governmental-owned enterprises and resources 

 building up of a financial sector on the market.  

                                                           
13

 Swedfunds owner direction is to put emphasis on the LDC group (Swedfund, 2009). 

http://en.wikipedia.org/wiki/File:World_Bank_income_groups.svg
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3.5 Tanzania 

3.5.1 History  

Tanzania consists of a merging between the previously separated Tanganyika and the island Zanzibar. 

Tanganyika was a German colony from 1890 to 1919. After World War one it was controlled by the 

United Kingdom and used as a military outpost during World War two. The country was in bad shape 

and had serious problems at this time. The occupiers did not have interests in building up the country 

with a functioning economy; rather the country was exploited and mistreated (Foster, 2009). In 1961, 

with Julius Nyerere as the leader, Tanganyika received its independency from the United Kingdom. In 

1963 Zanzibar was decamped by the British rule and got its freedom. During the leadership of 

Nyerere the United Republic of Tanzania was created in 1964 through a union between Tanganyika 

and Zanzibar, and he became the first president in the country (NE, 2010). In 1967 the Arusha 

Declaration was outlined by the Tanzanian government, where the politic direction emphasized 

development through a socialistic approach. As a consequence of the Arusha Declaration, which was 

seen as a grand experiment by the surrounding world, the government decided to take over all 

operations within industry and banking. At the same time they reduced the amount of FDI. The 

government stated that it would invest in manufacturing enterprises that could produce substitutes 

for previously imported goods (Treichel, 2005).  

The radical new political structure had a huge negative impact on the country’s economy as it was 

neglected to some extent. This could be shown by the fact that Tanzania was the largest recipient of 

official development assistance (ODA) in Sub-Saharan Africa (SS Africa) throughout the 1970s and 

early 1980s. At the end of the 1980s the government was entirely dependent on the support from 

aid donors to run the country. In 1986 the government wanted to embrace market economy and 

started the Structural Adjustment Program (SAP) with the aim to gradually liberate the market. 

Companies that had been controlled by the government (parastatal organizations) where run very 

inefficient at that time and as a consequence the government sought to sell many of its enterprises 

and public service to private entities (Foster, 2009). The dramatic switch in politics from socialism to 

market economy left the nation’s public sector slashed by over a third. One of the emphases of 

president Nyerere during his regime in 1963-1985, was to provide free healthcare and education. But 

these emphases could no longer be provided by the government and were surrendered in order to 

get the economy back on track. The reform oriented policies that were based on three pillars; large-

scale privatization, liberalization and macroeconomic stabilization (Treichel, 2005).    

3.5.2 Poverty and need of development 

Tanzania has a population of 41 million people and a gross national income (GNI) per capita of USD 

987 (Globalis, 2009). It is considered as one of the poorest countries in the world, ranked number 

183 among 205 countries in the most recent World Bank statistics (World Bank, 2009). Half of its 

population is estimated to be “absolute poor”, living on less than USD 1 per day, and more than 40 

percent of the population suffers from undernourishment. The GNP per capita is less than USD 751 

and it is considered as a low developed country. The HIV/AIDS infection rate among adults is 8.8 

percent and very high compared to other sub-Saharan countries. These problems have reduced the 

average life expectancy to 43 years which is below average for low income countries and also SS 

Africa, Table 1.  
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Indicators Tanzania SS Africa Low income 

countries 

Sweden 

Life expectancy (Years) 43 46 58 81 

Infant mortality (per 1000 born) 118 171 123 4 

Adult literacy (%) 77 64 58 100 

HIV/AIDS amongst adults (%) 8,8 7,2 2,1 0,1 

Undernourishment (% of the population) 44 32 25 0 

Table 1: Indicators of the development (Doing Business, 2004). 

The average growth in GDP has been 3.7 percent per year since 1990. In recent years the growth has 

been higher with a GDP growth per capita of around 5 percent. The economy is strongly dependent 

on agriculture as it accounts for about 45 percent of the GDP and employs about 80 percent of the 

population (World Bank, 2009). Tanzania is still one of the most aid dependent countries in the world 

as it received USD 1.7 billion in ODA in 2003. This was about USD 50 per person and 16 percent of the 

GNP.  40 percent of the budget is estimated to be financed by aid (ibid.). The country is considered to 

be weak in its governance and economic responsibilities towards the population. Corruption is a 

major problem and the Transparency International Index place Tanzania in place 102 out of 180 

countries (Transparency, 2008).  

3.5.3 Corporate and Investment Environment  

Today, Tanzania has a reasonably well functioning market economy, in relative terms open trade- 

and investment policies, see table 2. The privatizations of nationalized industries have proceeded, 

with most of the entities being privatized today. In the mean time Tanzania has a weak financial 

market. In recent years several foreign banks have entered the market which has led to more people 

having the ability to take loans. There has been a recent bank reform that has helped increase 

private sector growth and investments (CIA, 2010). Tanzania’s investment policy for foreign direct 

investment has been liberalized since the Arusha declaration and has attracted foreign actors such as 

China and India to invest in companies. The amount of FDI was approximately USD 1.180 billion, 

which is 4 percent of GNP (Globalis, 2009). One major obstacle in the industrialization of Tanzania lies 

in limitations of the infrastructure. There is a great need to build up the country’s infrastructure as it 

is weakly developed (ibid.).  

Indicators  Tanzania SS Africa Low income 
countries 

Sweden 

Number of Procedures to start business 13 11 11 3 

Time to start business (days) 35 63 63 16 

Procedures to register property 12 7 7 1 

Time to register property (days) 61 107 100 2 

Index of borrower and lender legal rights 5 5 4 6 

Labour market rigidity index (0-100) 65 56 52 43 

Number of procedures to enforce contract 21 35 35 23 

Time to enforce contract (days) 242 431 418 208 

Protection of investors (index 1-10) 1 2 2 6 

Time to resolve insolvency (years) 3,0 3,6 3,9 2,0 

Table 2: Indicators that measure business regulations and environment (Doing Business, 2004). 
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4 Presentation of the five companies14 
In this chapter the former investee companies that are included in this study are presented. This gives 

a short overview of the companies. 

4.1 Atomac 
Arusha tools and die maker co ltd, Atomac, is a workshop for manufacturing of high precision tools. 

The company is located in Arusha in the north Tanzania. Atomac was established in 1987 as a joint 

venture between the Tanzanian company Northern Electrical Manufacturers (NEM) and the Swedish 

partners Finnveden Development and Swedfund. NEM were main shareholders with 60 percent of 

the shares while Swedfund and Finnveden owned 20 percent each. The company received loans from 

Small Industries Development Organization (SIDO) and Swedfund. NEM was established in 1978 with 

the help of the Sida financed “sister industry program”. Swedfund’s role in Atomac was to make sure 

that the company was managed in a commercial-viable way. Swedfund also acted as a financial risk 

taker by giving a loan. Finnveden’s role was to supply Atomac with the necessary machines and raw 

materials to a cost of approximately SEK 8 million, enabled by Atomac’s share capital and loans. 

Finnveden also assured to buy 30 percent of Atomacs products when the company was in full 

production.  

The concept of tool making was unique in Tanzania in the early 1980. The technology which uses 

numerical machines to create high precision tools was seen as advanced and challenging by investors 

and entrepreneurs. It required large investments in machinery and training programs for the 

employees. These tools supplied the industry market with a vital product and develop the 

manufacturing sector. The training program was extensive and created in order to develop the skills 

required for tool making. The quality and costs of the end product is very dependent on the skills of 

the employees. The cost of the training program was set to SEK 5.8 million during 5 years and was 

held by Finnveden. These costs were covered by a grant from Sida, as it was motivated that Atomac 

would introduce a new technology that would benefit the Tanzanian industry. The investment 

created 17 new jobs in Atomac.   

Atomacs main task was to design and build precision tools for the rubber, plastic and metal pressing 

industry as well as to produce spare parts for the Tanzanian Industry.  The products were not 

available in Tanzania at that time and companies in the industry had to import tools from India. 

These imported tools had lower quality than Atomacs products. The company was unique in the East 

African region which meant that it had a great potential for exports to neighboring countries. But one 

risk with the investment was that the market demand was unknown at the time. When production 

started it went well and Atomac served many companies mainly in Tanzania but also in Kenya during 

the first years. After a couple of years a new chairman took place in the board and at the same time 

the company´s performances weakened. Furthermore the machines broke down and operations 

were halted in the late 1990s. Since production had stopped for a couple of years, Swedfund exited 

Atomac and the company was soon bankrupt. Today Atomac is owned by NEM and the machines are 

yet to be repaired. The present management of NEM is expecting to repair and maintain the 

machines with the help of experts from India. However in the end of 2009 this had not yet occurred.  

                                                           
14

 The information is based on internal documents of Swedfunds archive and of the company. The information 

is also based on the interviews which are anonymized (see method, section 1.4).   
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4.2 Dahaco 
Dar es Salaam airport handling company limited Dahaco was established in 1985. The company was 

established to be responsible for all ground handling at Dar es Salaam International Airport. The main 

shareholder was the state owned company Air Tanzania Company (ATC), which had been providing 

ground handling services since 1977. But with the introduction of new wide-bodied aircrafts in the 

beginning of the 1980s, ATC lacked the necessary equipment to handle these planes. During 1980 – 

1984 Sida supported ATC with ground handling services by financing a consultancy contract between 

ATC and SAS. The feasibility study suggested that a new company should be established without aid 

support. Swedfund was identified to take Sida´s role in the company by taking it “from aid to trade” 

and SAS was granted a management agreement for an initial five years that was extended for 

another five years after that.  

 SAS, Swedfund and Danish International Investment Funds (IFU, the Danish DFI), were invited by ATC 

to join in the ownership of Dahaco. The companies subscribed the following portions of the shares in 

Dahaco: ATC 65 percent, SAS 15 percent, Swedfund 10 percent and IFU 10 percent. Swedfund 

granted a loan to Dahaco, as did the East African Development Bank (EADB). Dahaco is located at the 

Dar es Salaam flight terminal and since 1990 they also control ground handling services at 

Kilimanjaro international airport.  

Dahaco provides passenger-, ramp- and cargo services including the following operations: 

 Passenger Services: Passenger check in and boarding, arrival services, transfer services, baggage 

handling, passenger ground transportation, lost and found baggage handling etc. 

 Ramp Services: Aircraft loading and offloading, baggage sorting and delivery, aircraft ground 

power supply, aircraft engines start, aircraft air conditioning, toilet servicing, cabin dressing etc. 

 Cargo Services: Cargo acceptance and documentation, warehousing, cargo delivery, special cargo 

handling (valuables, live animals, delicate cargo, dangerous goods) etc. 

The investment provided employment for 280 persons. Employees were educated and the length of 

the education varied based on their different positions. The education program was held by SAS 

experts. In excess of the education program, the investment enabled purchasing of the required 

equipment and capital. Dahaco has been very profitable since its establishment in 1985. They have 

attracted more international airlines and created a well functioning ground handling service in 

Tanzania´s most important areas. It has enabled better transportation and communication with the 

rest of the world.  

Swedfund and the other Scandinavian partners sold their shares in 2000 to Swissport International 

which became the main shareholder with 51 percent of the shares. Swissport is the world leading 

global airport and aviation service provider. In 2008 it possessed 179 stations all over the world. In 

2003 ATC decided to complete the privatization of the company and as a consequence the company 

was listed on the Dar es Salaam stock exchange. Dahaco was one of the first companies in Tanzania 

that was privatized following the structural adjustment program.  
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4.3  Pemacco-Bevi 
In 1986 Swedfund invested in a joint venture company between the Tanzanian company Pioneer 

Electrical Machines and Consultancy Co (Pemacco) and the Swedish partner Bevi Blomstermåla 

(referred to as Bevi). The new company was named Pemacco-Bevi and it was located outside of Dar 

es Salaam city. The purpose of the company was to supply the market with a workshop for repairing 

and servicing electrical motors in Dar es Salaam and around the country. Pemacco was established in 

1979 within the frame of the Sida sponsored “sister industry program”. An education and a training 

program were created with the cooperation of Bevi before the joint venture.  

The local company Pemacco started its operations 1981 in the factory in Mbeya with 20 employees 

and the production was made up by assembling and installation as well as maintenance and repairing 

of electrical motors, generators and transformers. In 1984 Pemacco and Bevi planned (later on 

together with Swedfund) to build a workshop in Dar es Salaam that would supply service and 

reparations on electrical motors, generators and transformers for the large and middle industry in 

Tanzania. The workshop created 60 direct job opportunities. Pemacco were the main shareholders 

with 72.5 percent of the total shares and Bevi and Swedfund had 13.75 percent each. A training 

program was held by Bevi under a period of 5 years to a cost of SEK 3.75 million. There was a big 

demand for raw materials in running the workshop. Because of lack of quality on the local market the 

materials were mostly imported from Sweden and mainly Bevi. Due to the large need of foreign 

currency Sida supported Pemacco-Bevi in its imports for the first five operational years.  

One of the reasons to start a workshop in Dar es Salaam was that the biggest industries are located 

there and that transportation of motors from Pemacco’s workshop in Mbeya was troubling because 

of the lack in quality infrastructure. The project got support from the government supported the 

structural adjustment program which prioritized investments that aimed to rehabilitate and maintain 

the industry. An equivalent factory to Pemacco-Bevi was not available in Tanzania before the 

establishment and breakdowns of motors had a negative impact in the industry. A company that 

suffered from breakdown of motors either had to buy new motors or have them sent abroad for 

maintenance. Because of the lack in foreign currency it often resulted in that the companies could 

not afford to maintain the motors at all.  

Before the company started its operations, employees where educated and trained, some in Sweden 

and the rest in Tanzania. The type of service that the company provided enabled a high profit margin. 

But the business is dependent on the skill-ratio, meaning the share that the employee produces 

compared to a fully educated winder, of the employees. When the business started to halter Bevi 

pulled out and Swedfund introduced a new partner to take over; ABB International (ABB). In 1997 

ABB purchased Swedfund’s share and the company was made up by the local shareholder Pemacco 

and ABB. After a while Pemacco sold all of its shares to ABB. But after an international downsizing 

ABB sold the factory and a local management bought the company under the name Radi Services 

(Radi) in 2002. Today Radi runs the business and the building facilities still belongs to Pemacco while 

the machines belong to Radi. 
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4.4 TANSCAN  
TANSCAN was incorporated in 1991 as a limited company with mobile sawmills. The main 

shareholder was Tanzania Wood Industry Corporation (TWICO), a parastatal organization, with 49 

percent of the shares. There were three other shareholders that each owned 17 percent of the total 

share capital. The Swedish partners were Lindaw AB (later on Hydraulik Leverantören AB) and 

Swedfund while Mbeya Timber was a local partner. Sida supported TANSCAN’s management and 

training costs with SEK 9 million during 5 years. Lindsaw was assigned to handle the extensive 

management and training program for the equivalent period and was also the equipment supplier. 

TANSCAN got a positive response from the Tanzanian government as it was in line with the desire to 

privatize state owned companies.  

Sida and Tanzania have been collaborating regarding the development of the Tanzanian forest 

industry since 1969.The Swedish support of the Tanzanian forest sector is estimated to be SEK 2.2 

billion from 1969 until 2002. TWICO was created in 1971 and was managed by the Tanzanian 

government. In 1982 Sida supported TWICO in the introduction of a mobile sawmilling program. This 

program was decided to be managed though a commercially-viable and financially self-sustaining 

companies in 1986. Swedfund was introduced by Sida and supported TANSCAN by taking a financial 

risk and by supporting the technical partner Lindsaw. Consequently the establishment of a joint 

venture enterprise, TANSCAN, was created as well as a furniture factory called Imara. TWICO 

supplied TANSCAN with equipment in return for the shares while the other shareholders injected 

capital.  

TANSCAN’s operation was to harvest, replant, saw and sell soft wood. Instead of stationary saw 

benches TANSCAN used mobile saw benches that could be placed where the forest was to be 

harvested without difficulty. TWICO’s contribution of equipment to TANSCAN consisted particularly 

of 14 mobile saw benches and the objective was to expand to 29 saw benches after five years. The 

company started off with sawmills operations in West Kilimanjaro, the island Ukerewe in Lake 

Victoria (an area called Rubya) and Mbeya. The head office was positioned in Dar es Salaam. 

TANSCAN acquired the furniture manufacturer Imara in 1995 as a way to find synergies between the 

two companies.  

TANSCANs products were meant to be sold on the domestic and international market. There was a 

need for supply of softwood on the domestic market. Because of lack of good quality softwood 

timber people used hardwood from the natural forests for building construction. There was also a 

demand for quality timber from furniture manufacturers. A main idea behind the establishment of 

TANSCAN was to develop an export market and consequently bring foreign currency to the country. 

When Tanscan started off in 1991 the company had 200 employees. The company got a good start 

and was successful for the first few years. The best period for the company in terms of sales and 

profit was in 1995 when TANSCAN had over 350 employees. After that the company’s performance 

went down with sales decline and increased expenses. This concurred with ending of Sida’s support. 

Swedfund pulled out from the company in 2004 after some unsuccessful years and at that time the 

numbers of employees had dropped to 160 people. The local management team decided to buy the 

majority of the shares and is currently running the company. Today there are operations in Mbeya 

and West Kilimanjaro but not in Rubya. The company is in a bad financial shape, has about 50 

employees and is having problems with machine breakdowns and forest allocations.  
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4.5 TPCC 
Tanzania Portland Cement Company, TPCC, is Tanzania’s oldest cement factory. The company was 

established in 1959 and produced Tanzania’s first bag of cement in 1966. Today the company is 

owned and managed by the German based company HeidelbergCement Group. Tanzania has three 

cement factories; TPCC, Mbeya Cement and Tanga Cement. All cement companies were owned and 

managed by the government during the 1980s and TPCC was managed badly. In 1984 rehabilitation 

and consolidation of the company’s equipment was needed in order to continue the production. Sida 

decided to support this project and contracted Scancem International to do the job. Scancem was 

one of the five biggest cement groups in the world at that time. Sida’s support to TPCC ended in 

1991. At this time the government wanted to privatize TPCC in order to improve the production and 

financial performance of the company, as in line with the government’s switch into market economy. 

In 1992 the company became a joint venture between the government (holding 74 percent) of the 

shares and the Scandinavian partners Scancem and Swedfund (with 13 percent of the shares each). 

Scancem was handed a management contract to run TPCC. Swedfund’s role in the company was to 

utilize Sida´s support and take the company from “aid to trade”. Swedfund also wanted to assist in 

Tanzania´s ambitions to become a market economy by taking a financial risk in one of the first 

companies being privatized. Later on Swedfund and Scancem increased their shares to 19 percent 

and 50.4 percent respectively. In 1999 Scancem was acquired by the HeidelbergCement Group whom 

consequently became the majority shareholder. They also purchased Swedfunds shares in 2005. The 

government sold its shares (30 percent) to the Tanzanian general public and thereby completed the 

privatization and the company also entered the stock.  

In 1992 TPCC had 950 employees and when Swedfund sold their shares in 2005 there was 305 

employees left. The main reason for the decrease in employees was outsourced non-core activities. 

The cement industry plays a vital role for most countries currently in a developing process, since it 

enables construction and development of the infrastructure. In 1992 Tanzania had to import cement 

as the three Tanzanian cement factories only covered 90 percent of the need on the domestic 

market. TPCC dominated the market and when Swedfund made exit from the company TPCC 

controlled 41 percent of the domestic market. When Swedfund joined TPCC the installed production 

capacity was 500.000 tons of cement per year and in 2005 it was about 700.000 ton per year. In 2006 

the Heidelberg Cement Group invested in an expansion and built a new production line that enabled 

a production of 1.400.000 ton. TPCC is recognized as one of the most successful companies in 

Tanzania today.  

TPCC´s factory and offices are located at Wazo Hill, 25 km from Dar es Salaam City centre. The raw 

materials in cement production are limestone (90 percent), red soil (3 percent) and gypsum (7 

percent). The supply of both limestone and red soil is covered by the quarry located at the factory 

but gypsum is purchased from other sources. TPCC is an integrated cement factory which means that 

they produce both cement and clinker. The production process consists of the following activities: 

quarrying, mixing of raw material and grinding, clinker burning, cement grinding and packing 

activities. All cement except of specific project orders is sold through independent distributors.  
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5 Development effect outcome  
This chapter describes the development effects identified from the field work (see table 3). The 

development effects are categorized in three sections: financial and economic performances; 

environment and social performances; and private sector development. Each development effect will 

be evaluated separately in relation to the examined companies. This is summed up in section 5.4 

through a table classification. The results presented below are based on the case studies that could be 

found in appendix 2-6.  

Financial & Economic 
Performances 

Environment & Social 
Performances 

Private Sector Development      
 

Financial performances  Environmental effects  Technology Transfer 
Job employment/creation Social effects Know-How Transfer 
Education and Training Regional effects Higher quality  
Wages  Work Conditions Lower prices  
Benefits Equal Right standards Import substitution  
Equipment investments Safety Standards Improved access 
Exports HIV/AIDs standards Local Suppliers  
Savings in currency Higher educational degree Retailers/Distributors 
Imports Poor/Rural areas New Entrants 
Taxes Infrastructure effects Competitors  

Table 3: Development effect outcomes
15

. 

5.1 Financial & Economic Performances  
This section evaluates the profitability of each company. Swedfund’s profit or loss will be noticed and 

how the different companies have managed to sustain their business is presented. The economic 

performances assess the development effects from the economic activities in society such as 

employment, wages, taxes, exports, savings in currency, etc.   

5.1.1 Financial Performances 

Two of the five former investee companies have had a high profitability level. Swedfund made a high 

profit when selling the shares of these two companies. Regarding the other three companies, 

Swedfund made losses in selling the companies’ shares. One company has not processed successfully 

and made great losses before it was liquidated. One company had strong financial performances in 

1995 but since then they have made big losses and one company has progressed and become 

profitable.  

Atomac has not processed successfully. The company received a lot of support in the beginning of 

the investment through Swedfund, Finnveden and Sida´s grant for the training program. In 1995 the 

turnover was Tsh 49 million (SEK 0,527 million) and Atomac made a loss of Tsh 115 million (SEK 1,237 

million). The company underwent a reconstruction the following year but never sustained a 

profitability level. Today Atomac does not operate as the machines are broken and there is no 

capacity power to repair the machines and reinvest. Swedfund did not succeed in selling the shares 

and Atomac eventually went bankrupt or in the beginning of the year 2000. The equipment and the 

facilities are in the possession of the main shareholder NEM and there are only two employees 

                                                           
15

 The development effect outcome table is inspired by the development effect tracking systems used by other 

DFIs such as IFC and CDC (IFC, 2010; CDC, 2009) but modified after the results of this study. 
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remaining in Atomac (but paid by NEM). Swedfund did not make any profit from this investment as 

the company was liquidated.  

Dahaco could be seen as a very successful investment. The company has developed into one of the 

most successful in the country with very high profitability since the beginning of the establishment in 

1985. In 2008 the turnover reached Tsh 18.528 million (SEK 106,7 million) and the net results was Tsh 

3.279 million (SEK 18,9 millions). This could be compared to the time when Dahaco was owned by 

the parastatal company ACT, and the company made big losses. The investment had a high rate on 

return for Swedfund.   

Pemacco-Bevi has progressed and is stable in the industry today. But the company did experience big 

problems during the late 1990’s, as the economy in the country was bad and most of the customer 

could not afford to pay for the services performed by Pemacco-Bevi. The company had liquidity 

problems and was performing financially bad. The turnover in 1998 was Tsh 282,4 million (SEK 3,360 

million) and Pemacco-Bevi made a loss of Tsh 70 million (SEK 0,830 million). However, the following 

year Swedfund and Pemacco-Bevi managed to sell the shares to ABB International as they gained 

control over the business. Swedfund made a loss by selling its shares and later on ABB sold its shares 

to the local management of Pemacco-Bevi which renamed the company to Radi Services. The 

company has today stabilized its economy. It took a loan of 300.000 USD in 2002 and has already 

paid it back. The company had negative results for 2008 but have according to the management 

made profit in 2009 (unclear how much). 

TANSCAN has not progressed in a good manner as the company is fighting for its survival. The latest 

available financial information is from 2001 and shows that TANSCAN had a turnover of TSH 270 

million (SEK 3,180 million) and made a loss of Tsh 54,8 million (SEK 0,635 million). This could be 

compared to the financial statement in 1995 that showed a turnover of TSH 1.078 million (SEK 

11.600 million) and a profit of almost Tsh 107 million (SEK 1,150 million). A decrease in the workforce 

by over 300 people in recent years (without any major improvements in technology or productivity) 

gives a good indication of how the company has developed negatively. The operations in some areas 

have also been closed and there is a lack of forest allocation. Swedfund did not make any profits by 

selling its shares. The company is still operating, although in a smaller extent than previously and the 

management is hoping to improve the business operations once again.  

TPCC is the market leader and one of the most successful companies in Tanzania today. They have 

had a steady employment level. TPCC experienced big losses before Swedfund and Scancem became 

shareholders in 1992. The Swedish companies invested heavily in TPCC and make the company 

profitable in 1997. Since then they have been profitable for every year up to date. The turnover for 

2008 was Tsh 149 billion (SEK 856 million) and the net profit was Tsh 35 billion (SEK 202 million). 

Swedfund made a big profit by selling the shares to HeidelbergCement Group. 

5.1.2 Job creation/employment 

At the start of the investments a total number of 1557 people were employed by the five companies. 

At most the companies together employed 2010 people. Today the companies provide jobs for 1590 

people. Out of the five companies, two have reduced its personnel force because of the companies’ 

bad performances and the others have reduced because of an increased efficiency and productivity. 

TPCC is considered stimulating around 90,000 jobs in the society. 
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When the investment was made in Atomac had a workforce of 17 fulltime employees. Currently, 

almost all of the employees have been resigned as Atomac does not have any operations anymore. 

Only two of the former employees are still in the workshop and performing services for the current 

owner NEM. At the moment the majority of the former staff works within other fields than the 

manufacturing industry. This is due to the uniqueness of Atomac’s operations as such highly 

advanced equipment is not present in other Tanzanian companies. Hence there are not many 

equivalent companies were the competence and experience gained at Atomac could be useful for 

the employees. An estimation made by one of the current employees is that 70 percent of the 

former staff has been forced to work in other kind of businesses such as taxi profession and 

agriculture.  

When Dahaco was established it employed the staff that previously worked with the ground handling 

unit at the mother company ACT at the Dar es Salaams airport. The staff consisted of around 280 

people in 1985. In 1990 the workforce had increased to nearly 350 employees as a result of the new 

opened Kilimanjaro airport. When Swedfund made exit in 2001 the number of employees were 593 

of which 83 were stationed at Kilimanjaro Airport. Today the number of employees has decreased to 

less than 500 people and is set to decrease further. This is due to an increased efficiency and 

productivity, the economic recession and competition from Precision Air who have started ground 

handling services at the Dar es Salaam airport.  

In 1986 when Pemacco-Bevi was established a total number of 100 jobs were created. 60 of the jobs 

were directly in the company and the rest were indirect jobs such as distributors, canteen etc. Today 

the company has 40 employees that work on fulltime basis but there is a need for expansion and 

requiting more labor. The employees have built up competences and knowledge that has increased 

the efficiency and productivity of the company’s motor rewinding operations.  The company finds 

difficulties in finding experienced employees on the market and this is a problem in the process of 

employing further personnel. 

TANSCAN started off with 200 employees on fulltime basis. In 1995 the company had 350 employees 

and today the company only has 50 employees left on fulltime basis. The decrease is a result of the 

company’s bad economic performance. One of the major effects of TANSCAN’s operations over the 

years is the employment in rural areas that they have been providing. However, the present situation 

for the former employees is not good. Not all of the former employees have received the termination 

benefit that they were entitled to as they were resigned from Tanscan. The matter is in court at the 

present with former employees suing the company.  

As TPCC´s existing labor force was kept the investment did not create any new jobs in 1992. The 

number of employees at that time was 950.  When Swedfund sold its shares, TPCC had 305 direct 

employees due to an increased outsourcing of none core activities. Totally there are still around 950 

people working inside the cement factory every day. A study16 estimates that the Tanzanian cement 

industry boosted for 200,000 jobs both in direct and indirect employment. This is based on estimates 

from the 2000/2001 Integrated Labour Force Survey. With regard to TPCC’s market leading position 

(approximately 45 percent of the domestic market) it could be estimated that they directly and 

indirectly stimulate around 90,000 jobs. 
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 A study made by Price Water Coopers in 2008 (PricewaterhouseCoopers, 2008). 
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5.1.3 Education & Training 

All companies have had a big focus on providing education and training programs for the employees 

because of the newly introduced techniques in the companies and the need for increases in efficiency 

and productivity. Sida has helped by financing three of the training programs because of the 

companies’ importance on the private sector. Dahaco and TPCC still focus on training and education 

and they actively support higher educational studies.  

The training program at Atomac was large and extensive as it was conducted over a five year period. 

Tool manufacturing requires skilled workers to a large extent and hence trained and educated staff 

was crucial for the successfulness of the company. The training program educated 13 of the 

employees in Tanzania with the help from Swedish experts and 4 of the employees had the 

opportunity to go to Sweden for education were there was focus on the technical training. Sida 

financed the training program as the whole industry would be benefited by the unique skills and 

products that it would enable. The education and expert cost was calculated to SEK 5.8 million, a 

third of the total project cost.  

Dahaco educated its entire staff with regard to their specific position and job tasks such as drivers, 

loaders, secretaries, supervisors and controllers. The education was given through “on the job 

training” and theoretical courses for the employees. Sida financed the training program and SAS 

conducted it during the company’s first operational years. The training program was led by an expert 

team from SAS that was stationed in Dahaco. The expert team’s task was to train and educate local 

managers so that they would be able to manage the company by themselves. Dahaco has currently 

formed their own unit that provides the in-house professional courses. In recent years many of 

Dahaco’s employees have undergone training and education at various higher learning institutions. 

They have been awarded diplomas, degrees and post graduate qualifications in the areas of business 

management, public administration, finance, information technology and law. This has helped the 

staff to develop further skills and to become more motivated and thus strengthened the company’s 

economic performance. 

Pemacco-Bevi provided training and education for four employees in Sweden. The same employees 

were then placed in the workshop in Dar es Salaam to help educate the other employees. The local 

employees received training that lasted for a minimum of six months. Bevi had foreign experts in 

place when needed.  ABB, who purchased Swedfund’s and Bevi’s shares, continued the emphasis on 

education with the introduction of new programs for the employees and the local managers. There 

were a few managers who were sent to other ABB workshops in Africa and Europe to gain 

experiences. The personnel at Pemacco-Bevi are considered to be among the best skilled in the East 

African region regarding motor rewinding and repairing at the present.  

TANSCAN provided management- and technical training for the employees. The cost of the 

management and expert training was SEK 9 million during a 5 year period and was financed by Sida. 

The training that TANSCAN offered was a part of an educational program created at the 

establishment of the company by the shareholders. A couple of employees were sent to Sweden and 

the rest were trained on the job. It took about six months to train an employee properly, in order to 

reach what was considered as a good production level. Many of the employees have benefited from 

the training as they have started their own enterprises or continued working for competitors in the 

forest industry. There are no systematic training or education activities today.  
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Ever since Swedfund and Scancem purchased the shares of TPCC, providing education programs for 

the staff has been a core activity in the company. The technical staff was trained by Scancem experts 

through theoretical courses and on the job training. The expansion project of the factory with the 

new production line has also resulted in further training for the employees in order for them to work 

efficiently with the latest technology and machines. HeidelbergGroup Cement has a training program 

called Academy Candidate program for their Africa based companies, including TPCC. This program 

provides managerial training for managers in a step to prepare them for eventual succession. Some 

of the employees have also had the opportunity to study at higher educational levels alongside their 

jobs, sponsored by the company. There are two employees today that are conducting their master 

studies at University level.  

5.1.4 Wages & Benefits 

Initially all employees received monthly wages that were higher than the governmental regulations 

and the average wages in the industry. This is due to the extensive training the employees received. 

However, today there are two companies that follow the level of the minimum wage and one 

company does not pay any wages directly due to bankruptcy. Two of the companies have steadily 

increased their wage levels. All companies offer benefits that go beyond law requirements but one 

company could be seen as having exceptional benefit terms.   

All respondents point out that Atomac paid higher wages than the average manufacturing industry 

due to the personnel’s unique and specified skills and competences. Because of the efforts to 

educate and train the staff Atomac wanted to keep the employees within the company and not risk 

losing them. One example of how the wages increased over time is one of the current employees 

who earned Tsh 7.500 (SEK 214) in 1991 but now earns Tsh 400.000 (SEK 2.200) per month. It is 

important to point out that there are only two employees remaining in Atomac today, who are paid 

by the owner NEM. Besides the wages, employees at Atomac received medical treatment both for 

themselves and their families and they also received supply of food during working hours.  

Dahaco had a minimum wage level of Tsh 800 (SEK 483) in 1985. Between the years 1995-2005 the 

minimum salary was Tsh 190.000 (SEK 2.361 in 1995 and SEK 1.263 in 2005). A minimum of Tsh 

25.000 and a maximum Tsh 50.000 was also paid in housing allowance were paid depending on 

salary level. In 2006 the salaries and house allowances were consolidated into one salary-minimum 

of Tsh 250.000 (SEK 1.421). The minimum level at the company has been Tsh 350.000 from 2008 to 

2009 (SEK 1.739 in 2008 and SEK 2.039 in 2009) which is above government standards. The 2008 

annual report of showed that Dahaco increased its staff costs from Tsh 4.834 million in 2007 (SEK 26, 

9 million) to Tsh 6.602 million in 2008 (SEK 36, 7 million). Some of the benefits that the employees 

receive are transport towards and from work, uniforms as well as free medical healthcare for 

themselves and their dependants. The employees are also shareholders (with a total share of 1 

percent) of Dahaco through a trust fund that was created when Swedfund sold its shares. 

Employees at Pemacco-Bevi used to receive a wage that was above the average industrial level. The 

company wanted minimized risks of losing the employees as they had developed important 

competence. An example is the minimum wage level of Tsh 2.000 a month in 1985 (SEK 1.207) and 

Tsh 300.000 in 2008 (SEK 1.724) which is in line with the Tanzanian government regulations. Since 

Swedfund’s engagement and until today the employees receive free medical treatment for the whole 

family, breakfast, 1 liter milk per day and lunch.  



 

29 

Wages were paid by TANSCAN in accordance with the government minimum wages. There was also 

a bonus system that awarded employees with economic compensation depending on the individual 

productivity level. Other benefits that the employees received included medical treatment for 

themselves and their families, lunch allowance, transport allowance, yearly best worker awards, etc. 

In an interview with a manager it emerged that it is doubtful and uncertain whether all the 

employees receive these benefits today. The performances in recent years have forced TANSCAN to 

drastically reduce the permanent employment level and increase the number of seasonal workers. 

The seasonal workers do not enjoy all the benefits that the permanent employees receive.  

According to old employees at TPCC, it was common that the salary was not paid in time, before 

Swedfund and Scancem joined the company. But with Swedfund and Scancem in the company 

management the employees always got their salaries in time. Compared to the other two cement 

factories TPCC has a lower average wage level. One reason for this is that the other two companies 

were established more recently and hence started at a higher wage level. The minimum wage was 

Tsh 350.000 (SEK 2.039) per month in 2008. But the company offers very generous working 

conditions and benefits such as medical treatment for the employees and their families, school costs 

for the employees children, distribution of mosquito repellents for employees houses, food supply 

during work time, expenses related to birth and funeral within the family and free transportation to 

and from the factory. TPCC also provides end of service benefits for employees reaching retirement 

age and the employee is paid based on the length of service. The total costs of the staff were 

calculated as TSH 7.857 million (SEK 39,4 million) in 2008, according to the company’s annual report. 

5.1.5 Equipment investments 

For three of the companies investments in new equipment was made in connection with the 

establishment of the companies. The other two companies had already made a large part of the 

equipment investments prior to Swedfund’s introduction. All of the companies’ equipment was 

regarded as new technique compared to the private sector. Two of the companies have experienced 

breakdowns in its equipment, one company still uses its equipment without bigger problems and two 

companies have continued to invest in new equipment. 

In 1987 Atomac invested in equipment to a cost of SEK 6,3 million that was highly advanced 

compared to existing equipment in the East African region. The equipment included three computer 

numerical controlled machines, CNC. Characteristics for CNC machines are that a pre-programmed 

computer gives orders to machine operations that automatically produce the desired tool. This 

enables a standard quality of the products. However, the machines are now out of function and this 

has caused the business to halter. All correspondents point out that the absence of necessary 

maintenance and repairing competence in Tanzania is a main reason for this. Although the 

technology was challenging they argue that the technology was not too advanced but was instead 

necessary for Tanzania. Atomac’s products have even higher importance today in an emerging 

industry market according to them. 

The establishment of Dahaco made way for investments in new equipment. There was a focus on 

buying equipment that could improve the cargo and passengers handling. The equipment is still used 

by the Dahaco, although the company has kept reinvesting in new equipment and technology. In 

2008 the company invested Tsh 1.200 million on its fixed assets and the average annual investment 

level in the recent 10 years is around Tsh 800 million. According to the company these investments 
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will help Dahaco to withhold its market leading position. This also indicates that the owner Swissport 

International has the required conditions to develop Dahaco further and to keep the company 

competitive.  

The equipment that Pemacco-Bevi used was unique in the East African region at the time. It was 

imported from Sweden in 1985 to a cost of SEK 4 million. Nearly 25 years later the same equipment 

is used in the workshop which indicates that the equipment held very high standard and quality. The 

equipment is automatised to a low extent and hence the performance is highly dependent on the 

skill of the workforce. The current management of Pemacco-Bevi is planning to invest in new 

equipment to keep improving the technology and the service quality in the region, but there have 

not been any investments yet. Investments in new equipment will urge a higher level of automation 

and hence less personnel costs.   

A major part of the equipment that was used by Tanscan came from investments made during the 

time of TWICO’s ownership with financing help from Sida. The mobile saw benches used by TWICO 

were new in Tanzania. The saw benches and an impregnation station are still the main assets of the 

company. The major purchases that TANSCAN made were machinery spares and chemicals for wood 

preservation. The Swedish partner Lindsaw helped the company in their purchases from abroad. 

Many of the benches and other equipment have now broken down has and not been repaired There 

is a clear lack of investment capital within the company and also an absence of working engines and 

spare parts. Many actors in the Tanzanian forest sector have imitated the technology of TANSCANs 

mobile saw benches and developed their own business.  

Before Swedfund bought shares in TPCC, Sida had financed a rehabilitation program of the broken 

kilns to a cost of SEK 250 million. This helped improve the condition of the equipment so that the 

production level could rise and hence also the economic performances. In 2006 the HeidelbergGroup 

Cement took over TPCC and invested in an expansion project to build a new production line. The 

project was carried out by the Chinese contractors CBMI Construction. This new production line is 

said to have the latest technology and is comparable to other international facilities in developed 

countries. The project cost was USD 108 millions and the production capacity doubled from 700.000 

to 1.400.000 ton cement per year. TPCC is considered as one of the most advanced cement factories 

in the East African region.  

5.1.6 Exports, Imports & Savings in currency 

Initially four of the companies had an effect on the import pattern of companies on the Tanzanian 

market. Although today the impact has lasted from only three of these companies. One company did 

not affect the import or export market and one company has had an effect on the whole nation.   

Atomac created and produced products that previously were imported and unavailable on the 

Tanzanian market. Hence, Atomac had an effect on the import patterns of Tanzanian companies. This 

was welcomed by many companies as they saved money by not having to trade with foreign 

currency. This was previously a problem as companies often had shortage of foreign currency. The 

products also maintained a higher quality than the imported ones. Atomac exported to many Kenyan 

companies based in Nairobi during its active time. However, the export effect did not last for very 

long as Atomac is not operating today. Thus the companies are forced to once again import their 

main supplies or to buy from other actors on the market that provide products with less quality.  
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Tanzania’s economy has undergone a rapid change over the past several years resulting in increased 

imports and exports. Dahaco plays a big role when it comes to cargo handling. One example is that 

they have built up perishable cargo handling facilities for exports of horticulture produced in 

Tanzania. These include flowers, vegetables, processed fish fillets, seafood, fruits and other 

perishables.  The perishable facility has also made it possible for imports of products that serve 

different types of businesses such as medical attention (drugs/vaccine), supermarkets and hotels.  

Since Pemacco-Bevi was established it has had an effect on the industrial companies’ import and 

currency savings. If the motors broke down and needed repairing or rewinding before Pemacco-Bevi 

was established, they were sent abroad or experts were brought into the country to repair them. 

This was very expensive, required foreign currency and was very time consuming. With Pemacco-Bevi 

on the market companies got an alternative, which improved their economic and business 

performances.  

TANSCAN was supposed to export a portion of its production but this was never realized. One reason 

for this is that the demand on the local market was high and there was no need for exports. The bad 

infrastructure in Tanzania also made it difficult in logistical terms and the decline in the company’s 

economic performance also contributed to the unrealized export ambitions.     

TPCC has exported cement to very little extent as the country’s cement consumption is still higher 

than the local supply. But with TPCC’s recent expansion project and upcoming expansion projects the 

production capacity will increase and there are ambitions and plans to export cement to the 

neighboring countries. During the 1990’s there was a huge lack of cement on the Tanzanian market 

and cement was imported. But the development of TPCC and the other cement factories has 

contributed to increased access to cement on the market which in return has reduced the amount of 

imported cement.  

5.1.7 Taxes  

There is information on two companies’ tax payments of 2008 (corporate income). There are no 

documents available that declare the tax payments of the other companies.  

In 2008 Dahaco paid as much as Tsh 1.568 million (SEK 7,8 million) in tax. For the same year Tanzania 

Revenue Authority (TRA) declared Dahaco as the third best tax compliant in Tanzania, through a 

certification presented by the Prime Minister of Tanzania (Hon Mizengo Pinda). Dahaco also received 

an award for being one of the 10 best compliant tax payers in the Large Tax Payer category.  

TPCC is among the biggest tax payers in Tanzania and in 2008 the company received a price for “best 

tax payer” in Tanzania. TPCC paid Tsh 15.231 million (SEK 84 million) in tax for the year 2008. The 

company always pays taxes in time and they pay a lot compared to other industry companies. 

According to a calculation of a study the government earn Tsh 1 ½ in taxes for every Tsh 10 that the 

shareholders earn in profit (PricewaterhouseCoopers, 2008).   

5.2 Environmental & Social performances 
This section is set to describe development effects on neighboring communities and the 

environment. The employees’ working environment is also assessed. Further on, the companies’ 

affect on the neighbors will be examined and whether they have developed policies or standards 

addressed at these issues. 
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5.2.1 Environmental effects 

Two of the companies have developed an environmental management system and both are ISO 

14001 certificated. The negative impact these two companies have on the environment is however 

big. Three of the other companies have not measured their own impact on the environment but two 

of these companies’ operations had an indirect positive effect on environmental related issues.  

Dahaco and other airport operators and service providers’ major environmental impact is through 

carbon dioxide emissions, noise, on the local air quality, oil spillage and aircraft waste and refuse. 

Dahaco has been working with these issues for a long time and has formed an action plan that 

addresses the impact of its activities on the environment and designed plans to handle that impact. 

In 2008 the company was certified with the environment management ISO 14001:2004. The 

company has created areas surrounding the facilities with three plantations to bring a green 

environment closer to the facilities. Dahaco has also trained the employees in the environmental 

action plans so that they are able to reduce the negative impact as much as possible in the daily 

operations performances.  Dahaco is the second out of more than 143 stations worldwide to acquire 

the ISO 14001 certification after the station in Peru. 

Pemacco-Bevi has made an impact on the whole industry and has indirectly affected environmental 

issues. By maintaining motors used in the water and electricity industry Pemacco-Bevi prevented or 

minimized the negative impact that water and electricity shortage can have on the society and 

industry. Another example on how the company affects the environment is the repairing service 

performed on the electrical motors at the cement factory TPCC. If the motors that are connected to 

the dust filters breakdown and there is a shortage of generator power it could bring a negative effect 

on the environment by the dust emission. Pemacco-Bevi had ambitions to divest into making motors 

on hydro but it did not go through because a lack in investment interests.  

Before TANSCAN was established in the beginning of the 1980s, the government had big forest 

plantations. But due to the lack of systematic thinning and harvesting the wood was deteriorated. 

Thanks to the operations of TANSCAN the condition of the forests were improved and utilized 

through harvesting of the forest before it became bad. The thinning operations also kept the forests 

healthy. Furthermore, the mobile sawmilling technique means that pollution from transportation is 

reduced. 

The cement industry including TPCC has a negative impact on the environment. It generates 

emissions of dust, combustion gases, noise and particulate from the kiln stacks. However, there is an 

awareness of the wastes and emissions generated as they are highlighted through management 

systems. The company is certified in ISO 14001:2004 management system that aim to reduce the 

negative impact on the environment through e.g. action plans and education of the employees. The 

new production plant was built with the latest technology and the highest environmental standards. 

In 2004 the company converted its fuel for heating the kilns from heavy fuel oil to local natural gas. 

The gas is both cleaner and environmental friendlier than oil and it has helped to reduce the 

emissions. There are future plans to use alternative fuels that are even more environmental friendly. 

The company has undergone significant development since the 1980’s, regarding the dust emissions 

as several investments has been made in more environmental friendly filters. Today the dust 

emissions comply with the same international regulations followed by Sweden.  
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5.2.2 Social & Regional effects 

Two of the companies have an active CSR policy and an annually contribution to social projects. These 

two companies have also had a significant impact on important sectors such as tourism and 

infrastructure. The other companies had positive effects on the region but only one company could 

consider having that same positive effect on the region today.  

In the region where Atomac was sited many of the industrial companies became reliant on Atomac’s 

high quality tools and dies. Regional companies were gained by having a supplier nearby which 

meant that they could reduce stocks and have a better collaboration. However, after Atomac closed 

its operations the regional effects diminished. The study did not find that Atomac had any CSR policy.  

Dahaco is committed to contribute and improve to the social problems that occur in Tanzania. Some 

contributions in their CSR strategy are donations made to support hunger relief in the country, 

support to the Tanzanian Education Authority and donations to orphanages. The value of the 

company’s CSR is around Tsh 80 million annually. When it comes to regional effects, Dahaco really 

affected the increases of tourism. Tanzanian tourism has developed as one of the main national 

income sectors in recent years and is set to further develop. Dahaco is offering international quality 

services on the two most important airports in Tanzania which helps to improve the air access to and 

within the country. Dahaco handled 16.906 flights in 2008 with almost 850.000 passengers. 

Pemacco-Bevi affected the business climate in the Dar es Salaam region. It helped to rehabilitate the 

industries and strengthen the position of Dar es Salaam as the capital of business in the country. One 

example is that Pemacco-Bevi was able to perform maintenance and repairing services on the big 

motors of the cement factory TPCC. This helped TPCC tremendously as it no longer was dependent 

on bringing in foreign contractors or sending the motors abroad for repairing. The employees are 

from the local area where they spend a big part of their salaries, which in return brings in money to 

the region. The study did not find that Pemacco-Bevi had any CSR. 

TANSCAN contributed to the regions where they were operating by building school benches and by 

donating money to social organizations in the areas. No information has been found that shows the 

amount of the donations. TANSCAN’s neighbors were allowed to collect wood-waste from the 

sawmilling operations as it was used as firewood. People in rural areas spend much of their day 

securing firewood from forests.  One example of the social and regional effects is from TANSCAN’s 

operations in Rubya, on the island of Ukerewe in Lake Victoria. Before the saw machine operations 

were introduced there was only forest and a few inhabitants in the area. With TANSCAN increasing 

its operations it became the biggest employer in the area for several years, with 150 employees at 

the most in 1995. TANSCAN was also one of the biggest tax payers on Ukerewe Island. The 

unemployment in the rural areas is considered to be high with Tanzanian measurements. The 

average family in these rural areas consists of 5.8 people. And consequently, the number of people 

that TANSCAN directly and indirectly supported comes up to almost 900. TANSCAN does not have 

any operations in Rubya today. The main reason for this is the poor economic situation in the 

company and the lack of mature forest allocation. After I visited Rubya it can be said that the 

development effects detected today can be seen in terms of buildings, roads, water sheds and most 

of all in the absence of the company. As a result of the drastic decrease in operations the community 

has almost vanished. All of the former TANSCAN employees, except of the manager and a guard, 

were resigned and moved to other places because of the lack of job opportunities.  
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TPCC has contributed significantly to the development of the Tegetha and Wazo Hill area, the nearby 

communities of the TPCC factory. Before TPCC was established there was no other large employer in 

the area and not a large population. But with TPCC as the biggest employer and the majority of the 

employees living in the area, it has increased the purchasing power of the employees. This has led to 

increased market activities and development of infrastructure. TPCC is working through partnerships 

with the community in order to uphold a good corporate citizenship. There is a comprehensive 

corporate social responsibility (CSR) developed by TPCC that has involved the company in e.g. 

environmental issues, education and orphan care projects. In 2008 the company made donations and 

other contributions of charitable nature to a value of Tsh 160 million.  

5.2.3 Work conditions & Safety standards 

There are two companies which have policies for work conditions and safety standards for the 

employees on the facilities. Employees on both companies experienced a development in the issue 

since Swedfund’s and the Scandinavian partners’ participation. No standards regarding work 

condition or safety standards have been detected on the other companies.  

The employees that were interviewed all mentioned that the establishment of Dahaco meant a lot in 

terms of safety conditions. The difference from the time before Dahaco was established lies in an 

outspoken strategy that says that safety is the most important thing that must always come first in 

the operations. During the time when Air Tanzania was handling the ground handling unit, there was 

no focus on safety standards and as a consequence there were many job accidents and injuries. The 

management system contains regulations and procedures for the operations that the employees are 

educated in to injuries and handle injuries that might occur. The employees receive protective 

equipment such as safety shoes, gloves, vests, earplugs etc. Equipment was bought to streamline the 

operations and had also positive effects on the work environment. For the employees this meant a 

reduction in heavyweight manual operations and therefore better ergonomic conditions. One 

example is that Dahaco bought a cargo truck that loaded cargo on and off the plane which was 

previously done by hand. 

TPCC has a health and safety act that ensures that the employees work in a safe industrial 

environment with necessary safety equipment. There is a strong outspoken policy with regard to 

these safety regulations and the accident level is very low. All employees have access to protective 

equipment and the work environment is monitored and improved when needed. The interviewed 

employees mentioned that the accident rate was higher when Scancem and Swedfund became 

active in the company in 1992. Three people had died in the production during the 1980’s process 

but nobody else has died since that time.  

5.2.4 Equal Rights & HIV/AIDS standards 

All companies had women among the employees. But there was in particular one company that 

showed awareness with standards regarding equality. The same company also had set HIV/AIDS 

standard.  

Dahaco has an outspoken policy regarding equal rights and are committed to providing equal 

opportunities to all. Dahaco has adopted strategies that strive to a balance provision of access to 

opportunities, power, decision making, education, and control over recourses to both its female and 

male employers. Since 2003 Dahaco has formed a technical HIV/AIDS committee consisting of 
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members from each department in order to implement a proactive strategy within the company. The 

strategy includes the following actions:  

 A risk analysis off HIV/AIDS and its impact in terms of human and financial losses  

 Contributions of free preventives to staff and insastence on their utilization 

 Conducting training and educational materials to staff and their family members 

 Inclusion of HIV/AIDS as a point of discussion in all company gatherings and meetings 

 The arranging of the technical committee members to attend educational seminars and 

communicate the knowledge to their respective stations. 

5.2.5 Poor/Rural areas & Infrastructure effects 

Three of the companies have served the poor/rural areas directly or indirectly though their products 

or services. Two companies have had big effects on the infrastructure situation in Tanzania.  

Dahaco has strengthened Tanzania’s infrastructure through their airport handling which is still seen 

as extremely poor. In terms of road networks only 3.704 kilometers of a total of 88.200 kilometers of 

highway are paved and the railway network also faces heavy problems. But with Dahaco operating 

on two of the countries three international airports (Zanzibar airport being the third) it contributes 

tremendously to improving the country’s infrastructure. The development could be shown by the 

number of flights handled by Dahaco annually with an increase from 7.000 flights in 1998 to almost 

18.000 in 2008.   

There are former employees from Pemacco-Bevi that have started new businesses with focus on 

smaller industries in both urban and in rural areas. One former employee decided to start his own 

business in 1998 and moved to Morogoro that is an urban area in the southern highlands of 

Tanzania. He provided services for many of the industries within milling, sawing and grinding that 

had haltered in the area due to the lack of motor service and maintenance. By offering services in 

rural areas he helped to improve the condition of these farmers and their businesses.  

One of the significant contributions made by TANSCAN was the development in the rural areas. The 

company had forest operations in several sparsely populated rural areas were the inhabitants often 

lived in extreme poverty. With increased employment, these areas started to build up their 

infrastructure, economy and social development. Rubya the area where one of TANSCAN’s factories 

was located, was covered by forest and had no social or infrastructure development as there were 

not many inhabitants there. But after a couple of successful years TANSCAN had 150 employees in 

1995. The company had a large effect on the society’s development and the region’s economic 

growth. Today TANSCAN does not have saw milling operations in Rubya and as a consequence most 

of the people have moved to other places. However, the company still has operations on other 

locations.  

TPCC has contributed to development of the infrastructure, by producing and selling cement. 

Cement is needed to produce concrete which is mainly used in the construction industry when 

building roads, bridges, railways but also in residential properties, commercial buildings and 

hospitals. These are all infrastructure constructions that are necessary for a nation’s development, 

especially in a developing country like Tanzania. This implies that TPCC indirectly affects the rural 

areas and poor people.  
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5.3 Private Sector Development 
This section describes the development effects on the private sector. The product or service of each 

company will be assessed on the basis of quality, price and access. The transfer of technology and 

know-how from the Swedish partner to the Tanzanian will be examined as well as how competitors 

and new entrants have been affected by the investee companies. 

5.3.1 Technology and Know-how transfer 

One common aspect for all the investments in the study is that the companies developed an extensive 

level of technology and know-how. The Swedish shareholders (in addition to Swedfund) all had a prior 

role as technical partners. This means that they did not only contribute with equity to the company in 

exchange for capital shares but they also provided the companies with techniques and knowledge.  

Before Atomac was established the technology of making high precision tools and dies was not 

available in such a high scale production in Tanzania. A combination of new advanced machines and 

training provided to Atomac´s staff enabled the use of new technology in the company and the 

industry. The employees learned how to run the machines in order to create the tools and dies. As 

tool making is largely made up by tacit knowledge Swedish experts were in the factory to help the 

local staff to gain experience. This made it possible to transfer the know-how of making tools to the 

company.  

The establishment of Dahaco allowed for investments in new technology and equipment that was 

necessary to handle wide body planes and to improve passenger service. This was needed to attract 

new airlines to Tanzania through the airport of Dar es Salaam and later on also Kilimanjaro airport. 

The Swedish partner SAS had an expert team placed in Dar es Salaam and the objective was to 

educate the local employees’ to run operations with international standards. This enabled continued 

transfer of knowledge and know-how. Dahaco is currently considered among the best companies 

within the flight sector in Africa. The cooperation between Dahaco and the Swedish expert team has 

raised the competences in the company and allowed them to operate with international standards. 

Dahaco’s current management team consists of Tanzanians that received training from SAS.  

Motor repairing is a rare skill and it was not present in Tanzania before Pemacco-Bevi started up. The 

joint venture that was created by Swedfund and the other partners made it possible for the 

Tanzanians to repair and maintain electrical motors (even big industrial motors) within the country. 

One crucial part that enabled a transfer of technology and know-how was the collaboration with the 

Swedish partner Bevi Blomstermåla. The study shows that Bevi’s expertise was used to a large extent 

in the beginning of the investment but their involvement decreased over time and the local people 

were in the end able to manage the business by themselves. This implies that there was a large 

transfer of know-how between the Swedish expertise and the local employees. The involvement of 

ABB in the company had a positive aspect as it brought advantages to the operating systems that 

enabled Pemacco-Bevi to conduct its business with a high international standard. Today (under 

Radi’s ownership) the company is considered to have the highest knowledge and experience of 

motor repairing within the East African region. The current management team consists of 

Tanzanians. 

TANSCAN was established from the parastatal organization TWICO that received financing by Sida 

and is recognized as the first company to introduce the technique of mobile saw machining in 

Tanzania. The study indicates that the foundation of TANSCAN and the extensive training program 
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enabled a high transfer of technology to the employees and this has made an impact on the industry. 

This is, among other things, seen through the number of former employees that started their own 

businesses within the forest and wood industry.   

TPCC was run badly and inefficiently by the government before Scancem´s and Swedfund´s 

introduction to the company. When TPCC was formed into a joint venture an extensive training 

program was started for employees to improve their knowledge and productivity level. This was 

done together with investments in new techniques such as IT integration in the process operations 

and new filters for the cement kilns. These factors are two of the reasons why TPCC became one of 

the most successful companies in Tanzania. TPCC built a new production line in 2006 to a value of 

USD 108 million with the latest technology, which is comparable to other international plants in 

developed countries. All people involved in the process have undergone education in handling the 

new technology. The management team is combined by Scancem people and local employees 

trained within the company. 

5.3.2 High quality, Lower prices, Import substitution/Improved access 

All companies had better quality on their products and service at the start of the investments than 

other actors in the market. This has helped the private sector to develop with different sectors of each 

of the investee companies by enjoying improvements in quality and lower prices. In the end this 

affects the end customers and indirectly the whole country. Two companies are ISO 9001:2000 

certified and another company received an international quality award.  

Atomac’s customers were in industries such as pharmaceutical, cosmetics manufacturers, plastics 

containers packaging for food, drinking, oil & lubricants. The common thing for the customer is their 

need for the end products packaging and design quality. Atomac affected its customers by supplying 

high precision tools and dies that previously were not available on the domestic market, but were 

mainly imported from India and China. The quality of Atomac’s products was higher than the 

imported ones. Although the price of Atomac’s products was higher than the imported products it 

was still easier for the customers to buy from them since the lack of foreign currency created 

difficulties for the local companies to import. With Atomac not operating any more the industry is 

forced to import or buy products of a worse quality.  

It is necessary to have a consistent high quality level in order to keep the customers satisfied in the 

service business were Dahaco is operating. The quality of Dahaco’s services has steadily improved 

since the start of the establishment. This has affected the airlines and its passengers by increased 

service opportunities and improved customer care. Dahaco’s great quality care is confirmed by the 

certification in the quality management system of ISO 9001:2000. They are also certificated in AHS 

1000 which is a quality control system that has been specifically designed for the airline industry. The 

management recognizes these quality systems as methods to continuously improve the performance 

in all of the business areas.  

Pemacco-Bevi has developed an international quality standard in motor service thanks to training 

from Sweden that taught them the know-how. The prices that Pemacco-Bevi offers are lower than 

the foreign actors’ but higher than the local competitors’. But the competitors often lack the ability 

and quality to serve middle and particularly big industry companies in satisfactory ways. The benefits 

of the high quality that Pemacco-Bevi offers to its customers are that they don’t have to send the 

motors abroad or bring in foreign expertise and they don’t need to close or overrun the machines 
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that are in need of repairing and maintenance. The high quality also means that the customers can 

run the machines longer, more efficiently and more cost effective. Pemacco-Bevi received an 

international construction award in 2008 by a European association with head office in Madrid, 

which recognizes a company’s high international level standards. 

An effect of TANSCAN’s operations was that it increased the supply of high quality softwood on the 

market and therefore helped to develop the construction business and especially furniture 

companies. In the beginning of the establishment of TANSCAN’s, the products had competitive prices 

as there was a shortage of softwood timber. But with increased competition TANSCAN’s prices were 

regarded as high and TANSCAN did not manage to lower their prices. Many of the respondents 

pointed out that a reason why competitors had lower prices was that some of them got their forest 

supply in an illegal way and did not comply with all regulation expenses like TANSCAN did.  

One of the most vital effects that have come from TPCC is that it improved the access of cement on 

the domestic market. This resulted in lower prices for the customers. It has also meant 

improvements for the entire nation as many analysts use cement consumption per capita in a 

country as an indicator and as a measurement of economic development. The current per capita 

cement consumption in Tanzania is 65 kg per capita compared to around 300 kg per capita in other 

developed countries. The cement consumption is expected to double per capita within the next 5-7 

years and TPCC is therefore planning for further expansion projects. TPCC has an outspoken quality 

policy and are ISO 9001:2000 certified as all its business operations are conducted within the quality 

management system. TPCC has since the parastatal ownership improved the quality on cement 

which has helped the country to build e.g. commercial buildings and reduced import dependency.  

5.3.3 Local suppliers & Retailers/Distributors 

All companies had Swedish or other foreign suppliers of equipment in the start of the investments. 

One of the companies works actively with local suppliers and distributors. Two of the companies are 

using local suppliers to a larger extent as they are emerging as a cost effective alternative.   

Steel is the main raw material for Atomac and high quality steel is not available in Tanzania. 

Therefore Atomac’s main supplier was based in Sweden. The respondents point out that high quality 

raw material has not improved much in Tanzania so Atomac was reliant on imports while operating. 

Atomac did not use any external distributors as the business of tool and die making is dependent on 

a close relationship between the tool maker and the customer. Atomac could not be considered to 

have made an effect on the local suppliers and distributors. 

Dahaco’s suppliers are mainly companies providing equipments in the aviation services. For this 

reason many suppliers are foreign ones as Tanzania is not a front leader in this area. However, 

Dahaco has a policy to purchase from local suppliers if there is an opportunity. They have amongst 

other together things helped a Tanzanian company to develop an airplane stair used to bring 

passengers down from the plane. Dahaco also has a big impact on the purchases of other companies 

in the private sector through the cargo handling operations. Many businesses have become reliant 

on the services of Dahaco. 

When Pemacco-Bevi was established, equipment was purchased from Sweden. The raw material is 

mostly purchased from Europe as the quality on the local market is too low. Pemacco-Bevi received 

Sida´s import support for the first five operational years because of economical problems in the 
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country at that time. Sida’s financial support was very beneficial for the company. Today some actors 

on the local market have improved their effectiveness and quality, as 20 percent of Pemacco-Bevis 

purchase comes from local suppliers.  

TPCC made a decision during the 1990´s to outsource the non-core activities to suppliers. This meant 

that the quarry, transportation, canteen, security, health clinic and cleaning contractors were 

brought into the company. In total they directly and indirectly provide for over 1000 jobs. The 

outsourced companies have been able to serve other companies in addition to TPCC and hence 

developed the private sector. TPCC also has a policy of purchasing raw material and other inputs 

from local suppliers to the largest extent possible although there are obstacles such as logistical and 

quality problems. A local supplier is Raffia Bags Tanzania who provides TPCC with cement bags. TPCC 

has a close relationship with Raffia Bags to improve its quality and reduce its prices. In total Raffia 

Bag have around 500 employees whereas approximately 150 jobs are created as a consequence of 

TPCC’s bag purchase. 

5.3.4 New entrants & competitors 

All the companies have brought the technology development forward in its sector amongst 

competitors. Three companies have caused for new entrant in the same industry. Two of the 

companies have had so much support from the investment that it would be difficult for another actor 

to imitate. One company had a monopolistic position but not any longer and one company operates 

in a industry with high barriers.   

Atomac was unique with its products in Tanzania and there were no competitors on the local market. 

The competitors were located abroad. There were some new entrants who tried to compete with 

Atomac but they failed. A reason for this is that the competing companies did not invest such a high 

amount of “soft money” for education and training. Atomac received a lot of support from their 

shareholders and Sida. It is difficult for other actors to get the same support in Tanzania with a bad 

business environment. However, with Atomac failing to sustain its operations new enterprises were 

established in Kenya to supply the market with tools and dies.  

For several years Dahaco enjoyed a monopolistic situation on the market. But since 2009 the market 

has been liberated by the flight authority and another company Precision Air is operating within 

ground handling operations. They want to challenge Dahaco who is clearly leading the market. 

However, Precision Air has recently acquired several employees from Dahaco. By doing this they 

increase the company’s knowledge and competence level. Precision Air does not have the necessary 

equipment for handling all the operation and are currently hiring operations from Dahaco. The 

competition has lead to further investments made by Dahaco in new technology. 

Several former employees at Pemacco-Bevi, who gained training through the investment, have now 

started their own businesses. These former employees serve the smaller industry whereas Pemacco-

Bevi serves the middle and large industries. The study indicates that they would not have been able 

to start their own businesses if it was not for the education and training provided by Pemacco-Bevi. 

On the segment where Pemacco-Bevi is operating, new entrants have not emerged as it is difficult to 

develop the high international standards that the company has. It is also important to highlight that 

Pemacco-Bevi got great support in terms of financing, expertise and management and it would be 

hard for a company to operate without that kind of support.  
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Most of the former employees of TANSCAN currently work in other companies within the forest 

industry. But approximately 30 to 50 former employees are said to have started their own 

companies. This is remarkable as these companies have helped to develop the forest and wood 

industry sector in Tanzania by increasing the supply of timber and to better the conditions of the 

planted forests. Other new entrants and competitors have reported that they were inspired by 

TANSCAN and opted to start their own businesses. The technology of the sawmilling machines was in 

many cases imitated and used by other actors. The spin-off effects that TANSCAN generated have 

made an impact on the industry. Today, there is a company called Green Resources in Sao Hill, 

Tanzania, that has the largest afforestation in Africa and the largest sawmill operations in East Africa.  

There has always been competition between the three Tanzanian cement factories. But as the 

demand exceeds the output there is still room on the market for all factories. Although with TPCC 

increasing the production capacity through a new modern production line the other companies are 

also forced to invest and improve their capacity. This has lead to technology and innovation progress 

in the country. This implies that it will be even more important with high quality cement and lower 

prices for the end customers. But there are also new actors that want to enter the local market in 

order to supply the Tanzanian and the East African region market as the cement demand is expected 

to increase. However the barriers are very high, with the present cement factories being well 

established in Tanzania. Other obstacles are the huge problems in term of the electrical supply and 

the logistical infrastructure.  
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5.4 Development Effect Outcome - Table  
Figure 12 shows a table of the development effect outcomes. In the left column the different 

development effects are listed and on the top row each investment company is marked. Based on 

the information that has emerged from the study (presented above) a classification is made to assess 

the magnitude of ach development effect. Figure 12 will help the reader to follow the stakeholder 

analysis in the next chapter. The classification is made in the following categories: None, low, 

medium and high. In some cases the classification is different depending on the phase of the 

investment company. For example, Atomac is classified as “low” when it comes to job 

employment/creation at the start of the investment but today it is classified as “none”, and hence 

“Low – None”. 

Dev effect\Company Atomac Dahaco P-B  TANSCAN TPCC 

1.1 Financial 
performances 

None High Medium Low High 

1.2 Job 
employment/creation 

Low - None High Medium Medium-Low High 

1.3 Education & 
Training 

High High High High-

Medium 

High 

1.4 Wages & Benefits Medium-Low High Medium Medium-Low High 

1.5 Equipment 
investments 

High-None High High Low High 

1.6 Exports, Import & 
Savings in currency 

High-None High High None High 

1.7 Taxes None High  Low Low High 

2.1 Environmental 
effects 

None Medium-

High 

Low-Medium Low-Medium Medium-

High 

2.2 Social & Regional 
effects 

Low-None High Low High-

Medium 

High 

2.3 Work conditions 
& Safety Standards 

None High None None High 

2.4 Equal Rights & 
HIV/AIDS standards 

None High None None None 

2.5 Poor/Rural areas 
& Infrastructure 
effects 

None Medium-

High 

Low Medium-

High 

Low-High 

3.1 Technology and 
Know-how transfer 

High-

Medium 

High High High High 

3.2 High quality, 
Lower prices, import 
substitution/ 
improved access 

High-None Medium Medium-

High 

Low High 

3.3 Local suppliers & 
Retailers/ 
Distributors 

None Medium Low None High 

3.4 New entrants & 
competitors 

None Medium Medium-

High 

High Low 

Table 4: Development effect outcome - classification. 



 

42 

6 Stakeholder analysis 
This section will analyze each stakeholder separately. Figure 9 illustrates the development effects, 

which in the previous section were presented and examined, connected to the stakeholders. The 

development effects will help to answer the purpose of this thesis and to analyze if and how the 

companies have affected the stakeholders over time. And most importantly, is there a correlation 

between the companies’ profitability and the development effects?  

 

Figure 9: Model and framework for the analysis of developing effects connected to the stakeholders.
17

 

6.1 Companies 
All five investments in this study started off as joint ventures between Tanzanian and Swedish 

partners (including Swedfund) as shareholders. The companies had different characteristics, from 

manufacturing to pure service business. Two companies, Pemacco-Bevi and Atomac, were 

established in the middle of the 1980’s followed by the purchasing of workers new equipment and 
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 The model shows how I have connected the development effect outcomes to the different stakeholders (see 

method section 1.4). The figure shows that shareholders and employees are interacting together with the 

company; suppliers and customers are directly affected by the company; and that neighbors, competitors and 

new entrants, society and producers of complementary products are affected indirectly by the company.   
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recruitment of workers. The technologies that these companies used were new in the Tanzanian 

private sector. The establishment of Pemacco-Bevi and Atomac aimed to rehabilitate the industry by 

serving companies with motor repairing and with a supply of high quality tools and dies. This was 

needed as most of the parastatal organizations were in a very bad shape at that time. 

Three of the companies, Tanscan, TPCC and Dahaco were established as joint ventures between 

existing parastatal organizations and Swedish partners. Hence the Tanzanian government became a 

shareholder in the companies. During the mid 1980’s Tanzania started to introduce market economy 

and most of the parastatal organizations were privatized. Swedfund’s role was to help privatize the 

companies and ensure that they reached long term profitability that would result in the survival and 

sustainability of the business. The parastatal organizations described in this study suffered from 

inefficiency in their business operations and they were underperforming financially. There was 

usually no accessible capital for investments or any collaboration with foreign companies regarding 

technology development. The results of these investments are that all companies have been 

privatized today as the government has sold its shares in the companies to private actors or the 

public. This has helped Tanzania’s market to progress and to show other actors that it is possible to 

create and sustain private businesses in Tanzania. The Swedish shareholders (besides Swedfund) 

acted as technical partners in the investments as they had an important role when it came to 

education and training for the employees. There were extensive training programs that focused on 

the transfer of technology and know-how from the Swedish shareholders to the local management 

and employees. This aspect has been successful as the local employees managed to run the business 

by themselves in most of the companies, although with different results.  

Sida was involved in all investments but in different ways. Pemacco and NEM (who were the main 

shareholders of Pemacco-Bevi) and Atomac received financial support though “sister industry 

program”.  The other companies collaborated direct with Sida by receiving technical aid or other 

types of financial support such as import support. Sida should be seen as a strong contributing factor 

to the initiative of all of the investments in this study. Without the support from Sida these 

companies would probably not have been created. However, Swedfund was introduced by Sida to 

further develop (and in some cases privatize) these companies together with a Swedish partner as 

the companies in question were performing badly and did not have focus on the commercial viability.  

The various development effects that are analyzed in this study are connected to the different 

stakeholders. But the most important development effect is to see whether the investment company 

still exists and operates several years after Swedfund’s exit as this is the proof of sustainability. This is 

essential for all development effects as the company is located in the middle of the stakeholder 

analysis18 and hence development effects could only be sustainable if the company is profitable over 

time. Out of the five companies, Atomac has stopped its operations and the company has been 

liquidated. TANSCAN has reduced its workforce and operations tremendously and is fighting for its 

survival. Pemacco-Bevi has established itself on the market after having several different 

shareholders. TPCC and Dahaco are considered amongst the most successful companies in Tanzania 

and they are listed on the Dar es Salaam Stock Market19. To sum up, the development effects that 

can be identified regarding the company’s sustainability can be found in TPCC and Dahaco.  

                                                           
18

 See figure 9 
19

 Notably, there are only a total of 15 companies listed on the stock market (DSE, 2008). 
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6.2 Shareholders 
It is important to investigate whether the Swedish shareholders has meant anything for the 

investment’s successfulness. This study shows that the size of the Swedish company has affected the 

successfulness of the investments. SAS and Scancem could be seen as very large companies (with 

turnovers above SEK 30 billion at the time of the investments) and they were among the world 

leaders in their sector at the time of the investments. These two companies had strong organizations 

and experience of doing business in developing countries. The outcome is that they have been able 

to build up Dahaco and TPCC to become very successful by supporting them in various ways, e.g. by 

having world leading experts working with the local companies, large amount in equipment 

investments, better suppliers conditions etc. Both of these Swedish companies have enjoyed good 

return from the invested capital and the companies have had very high development effects. Bevi 

could be defined as a Swedish middle size company (with a turnover of SEK 35 million in 1982). They 

helped to transfer the technology and know-how to Pemacco-Bevi.  As Pemacco-Bevi is still operating 

(although under the name Radi Services) it has been able to sustain a healthy level regarding 

development effect with many medium-high classified development effects. Lindsaw and Finnveden 

could be defined as small-middle companies (with turnover of SEK 11 million and 30 million in 1985 

and 1988) and they had experiences from other investments in developing countries. When 

analyzing TANSCAN and Atomac it could be seen that the transfer of technology did take place but 

that the companies did not succeeded in the long run. 

Another element that could make an investment successful is how the local management team is 

built up. An illustration of this could be seen in the Dahaco case were a SAS expert team trained and 

educated the managers and the local employees in a very close collaboration. Strong emphasis was 

put on training so that the local management could be the ones to run and manage the company. 

The current management team at Dahaco points out that this element is one of the most important 

factors to Dahaco’s successfulness. Another illustration could be seen at TPCC where the local 

management had a close collaboration with Scancem’s personnel. The current TPCC management 

consists of people both from Scancem and locally trained people, and the aim is to have as many 

local managers as possible. In a country with a low education rate and with an absence of qualified 

managers, it is positive that they have developed employees that can lead the company successfully. 

When Swedfund makes an investment it has a commitment plan lasting at least 6-14 years before 

they seek to sell the shares to a new shareholder. The aim is that the new shareholder should be able 

to develop the company further. TANSCAN and Atomac could be seen as failures from Swedfund’s 

point of view as they were not progressed to become sustainable. TANSCAN’s shares were sold for a 

very small amount to the management team and Atomac’s shares were not even sold because of 

bankruptcy. However, it is interesting to look at the other companies as Pemacco-Bevi was sold to 

ABB, Dahaco was sold to Swissport and TPCC was sold to Heidelberg. All these large international 

companies were willing to reinvest in the Tanzanian companies. Swissport and Heidelberg certainly 

succeeded best in developing the respective company further. But ABB’s engagement could be 

questioned as they sold the shares in Pemacco-Bevi only after a few years following a diversification 

of ABB’s international policy rather than the results of Pemacco-Bevi. The impression I got from the 

current Pemacco-Bevi management and employees was that ABB did not really make its most in 

realizing the companies potential. But still, as a global leader ABB developed the company during the 

short period of time when they were shareholders. ABB made the company more competitive by 
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investing in education and contributed through its business excellence in terms of standards and 

rationalizations of the operations. 

6.3 Employees 
One of the most important steps to achieve economic growth is to offer employments. The 

unemployment level in Tanzania was very high during the 1980’s and still is. The majority of the 

population works in agriculture within the formal sector. It is considered that employment by the 

private sector could help the country’s economy to grow. The study shows that the five companies 

employed 1557 people at the start of the investments and have 1590 employees today. Atomac and 

Pemacco-Bevi were new established companies and created new jobs. But it is also important to see 

how these job opportunities affected the employees’ lives. To begin with, the employees in all 

companies received education and training adjusted to their specific job tasks. This strong focus on 

education- and training programs was present in all investments, mainly because of the low 

education level in the country. In the cases of Pemacco-Bevi and Atomac the employees were 

educated and trained in technology that was not present in Tanzania previously. The other 

companies also introduced new technology such as IT, automatised equipment and streamlined 

processes that were very rare in Tanzania at the time when the investments were made. So without 

the investments, most of these people would probably not have gained the knowledge and 

experience they obtained. Several employees got the opportunity to go to Sweden for training and 

education. This was very appreciated by the employees and has contributed to educate and establish 

experts and managers. Those who got there education in Sweden, were regarded as experts in 

Tanzania and educated other employees in their respective company. Many of them have progressed 

to become managers or entrepreneurs by starting their own businesses.   

All employees have received wages that have been above or at the same level as the governmental 

minimum wage policy. The wages has not always been higher than the competitors’. Looking at the 

wages it could be said that the relative value of the wages in the mid 1980’s or beginning of the 

1990’s was higher than the amount they receive today. This is confirmed by the employees as they 

were much happier about the salary that they received previously. One reason for this could be the 

inflation that has been very unstable during the 1990’s and early 2000’s. Another reason is that it 

was harder for people to get employment with wages in accordance to the governmental minimum 

wage or above as the private sector was almost nonexistent, with most people working in the 

informal sector. All the companies offered benefits to the employees that went beyond law 

requirements. However, some companies have offered more benefits than others. The company that 

offers the employees most benefits is firstly TPCC and secondly Dahaco. This proposes that there 

could be a correlation between a company’s profitability and benefits offered to the employees. The 

benefits mean a lot to the employees and their respective families. It was especially important in the 

mid 1980’s and early 1990’s as the country had big social and economical problems. It was, for 

example, difficult to afford medical care for all family members and this is still the case for the 

majority in Tanzania. Hence the benefits that the employees receive should not be underestimated in 

terms of value and appreciation. By offering more benefits the companies can motivate the 

employees further, keep the employees healthy and help them to support the whole family. 

However those who have lost their jobs (mainly employees at Atomac and Tanscan) without 

receiving the same or better benefits elsewhere have been more negatively affected than before. 

They could have missed opportunities to get a job elsewhere or to develop in other ways.  
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There are policies for work conditions and safety standards in Dahaco and TPCC. One reason for this 

could be that they are certified in ISO 9001 and ISO 14000 and therefore are forced to have these 

standards. Another reason could be that these companies are profitable and acknowledges the 

employee as their most important asset. It is certain that the two most profitable companies offer 

best work conditions to the employees. Dahaco has become a pioneer in Tanzania at handling 

important social issues in relation to work. They have equal rights and HIV/AIDs standards that they 

prioritize highly on the agenda when meeting employees. It is important for them to affect the 

employees and highlight important aspects of the social problems that Tanzania struggle with. By 

educating the employees and their families in these issues they could help society and in the same 

way improve Dahaco’s performances through having healthier employees.  

As for those who have had to quit their jobs as a consequence of the investment company not 

sustaining profitability, the study shows that the employees have been affected in different ways. In 

the case of TANSCAN many of the employees have been able to use the education and experience 

obtained within TANSCAN to start their own sawmills or to work in other companies in the forest 

sector. So even though TANSCAN did not succeed in sustaining a profitable level that kept its 

employees and financial performances safe it has made an impact on the industry as such. However, 

not everybody has been able to get a job elsewhere and some have not received terminal benefits 

from TANSCAN. This could be considered as a negative effect for the employees as they lost financial 

security that they were entitled to. Atomac’s former employees have had difficulties to use their 

capabilities and experiences in other businesses as tool making is a rare technology in Tanzania. So as 

the company failed to become commercially viable, it has in return affected the employees 

negatively. 

To summarize the development effects regarding the employees it could be said that the employees 

and the companies deeply interact. If a company is profitable the employees do not risk losing their 

jobs and could receive a higher wage level and more benefits. However, for the company to be 

profitable and successful it is in great need to educate and train employees. If the employees are not 

skillful enough the company cannot be sustainable.  

6.4 Suppliers 
Pemacco-Bevi and Atomac which were established when the investment was made, used equipment 

and raw material suppliers from foreign countries such as Sweden. The Swedish companies had been 

active in using and selling the technique long before the investment was made.  There was no local 

company that could have provided the companies with the same equipment. Dahaco and Tanscan 

also had foreign suppliers in the start of the investments. TPCC only used foreign suppliers for the 

equipment needed but purchased most of the raw material locally.  

Atomac’s business required highly advanced equipment. This caused the company problems over 

time as there was no local maintenance power and bringing in foreign experts was too expensive. 

After the engagement of the suppliers had ended, due to the end of Sida’s support, Atomac could 

not afford to collaborate further with foreign experts. Besides equipment and maintenance power 

Atomac also had to import its main raw material (high quality steel) as the quality of the local steel 

was not good enough. Hence Atomac did not have a big effect on the local suppliers. Being solely 

dependent on foreign suppliers became very expensive for the company, and this made it difficult to 

become commercially viable. TPCC and Dahaco both have a policy to develop partnerships with local 



 

47 

suppliers when it is possible. In practice this means that if they can help a supplier to develop 

suitable and satisfactory quality and price they would preferably buy from a local supplier. TPCC and 

Dahaco have large turnovers and a high quantitative demand of products and services from the 

market. The suppliers have been indirectly affected through increased operations by TPCC and 

Dahaco that have meant increased employment. A business like TPCC that uses local material in 

production is also good for the business environment and the national economy. 

According to respondents, one of the reasons for the lack of highly advanced equipment in Tanzania 

and the East African region is the desired high and fast return on investments by many of the private 

investors. Investments in advanced equipment and technology often yield low return in the 

beginning and require a long-term strategy. Hence many private investors in the region are not 

attracted to this kind of business. As a transition economy, the Tanzanian financial market is not 

developed and hence the financial risks are enormous for the investors. It is also important to point 

out that most of the equipment is not automatised and is highly dependent on the skill of the 

workforce. With the low education level in the country this implies that investments in the private 

sector often require great efforts to increase the human capital. 

In summary, suppliers could be positively stimulated by an investee company that is profitable and 

has high quantitative demands. Even though suppliers are not available in a certain market segment 

new ones could emerge and develop with the help of a “local supplier policy” by the investee 

company. If the investee company is solely dependent on foreign supplier it has smaller chances to 

sustain profitability. Hence local suppliers are important both for the private sector and the investee 

company. 

6.5 Customers 
The customers have been affected by the investee companies in different ways. All the companies 

have offered better quality products or services compared to what the market was offering at the 

time of the investments. Hence the customers have gained access to quality products and services at 

least in the beginning of the investments. But the companies’ products have not always been 

cheaper than the competitors’ partly as an effect of the higher quality. In the two cases of Atomac 

and Pemacco-Bevi the products and services that they offered were new on the Tanzanian market. 

The industrial companies needed to import the needed goods before the establishment of these 

companies. But because of the lack in foreign exchange this was not always a possibility. Therefore 

Atomac and Pemacco-Bevi affected customers positively as they did not have to import the products 

or services anymore. But Atomac’s closure affected the customers negatively in the long run. The 

customers were forced to once again buy imported tools and dies that meant lower quality and a 

higher cost. Thus the imports involved in foreign exchange and increased logistical costs. In 

TANSCAN’s case the reduction or closure of their production in certain areas has affected the 

customer negatively by decreased availability of high quality wood supply. The study points out that 

the companies that have failed to sustain long term profitability and thereby continued production 

has affected the customers negatively. This is due to a decreased access of the product or service, 

increased imports, increased logistic costs or lower quality products.  

TPCC had a large effect on the cement customers as it increased the access of cement in the country. 

By increasing the production capacity it also reduced the need for imports. A private customer that 

was interviewed outlined that there were huge problems with the cement access in Tanzania 
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previously. In some cases one was forced to wait for over six months in some cases to receive an 

order of cement. Today it is possible to get cement almost whenever needed directly. Dahaco has 

also affected customers heavily as they have contributed to increase the supply of aviation in 

Tanzania. An aviation services company of international standards has been good both for private 

customers that want to fly domestic or international, but also business customers as they provide 

cargo services that improve business environment with increased imports and exports.  

6.6 Competitors & New entrants 
Pemacco-Bevi and TANSCAN offered new products or services to the domestic market and they are 

seen as front figures in their respective industry. These companies offered education and training to 

the employees and raised the quality level in the industry where they were active and thereby 

helped the market to flourish. In fact one of the most important development effects from TANSCAN 

is the demonstration effect with many of the former employees starting their own companies. This 

has helped the forest industry to develop. These companies also attracted other investors to invest in 

the same industry. In turn this raised competition and it could be argued that Pemacco-Bevi and 

TANSCAN contributed to the development of the private sector in general. As for Atomac, there was 

no new entrant or any domestic competitors that served in the same industry. No former employees 

started new businesses of them own. One reason for this is that it is difficult to sustain a business 

with highly advanced equipment and another reason that good corporate governance and 

management is essential in order to lead such a company. Hence, Atomac has not contributed to the 

introduction of new entrants. Pemacco-Bevi, Tanscan and Atomac are not amongst the most 

profitable and successful companies in this study. This emphasis that profitability does not 

necessarily decides if a company helps to increase the competition or to attract new entrants to the 

industry sector. In the case of Atomac it did not affect on competitors or new entrants but with 

Pemacco-Bevi and TANSCAN the effect was medium respectively high20. 

For the last 20 years TPCC has increased the competition in the cement industry as they have been 

market leader and contributed to the development of higher quality cement. The new expansion 

project has raised the competition further as the access to cement has increased and time the prices 

has fallen in the same. But TPCC is set to strengthen its position on the market even more. One 

reason to why no new entrants or competitors have developed on the cement market could be that 

TPCC and the other two cement factories have created high barriers. But it is not healthy for the 

private sector and for the customers with only a few dominating actors. More actors would probably 

benefit the customers through tougher competition and ultimately better quality and price.  Dahaco 

had a monopoly position at the Dar es Salaam airport until the year of 2008 when the market was 

liberated. The monopolistic position of Dahaco did not allow new entrants or competitors. Now, 

Precision Air has started their own ground handling operations for their own flights and is seeking to 

expand in the future. The new entrant could be positive for the customers as it brings in competition. 

Dahaco’s strength will thereby be tested and they have to invest and improve to keep its market 

leading position. As Precision Air is managed by local businessmen, it is also positive for the 

Tanzanian private sector.   

It is difficult for small and medium enterprises to establish in the Tanzanian private sector as 

industrial businesses do not attract enough investors. One reason for this is that investors often want 
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 See table 4 
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fast return on the invested capital and another reason is the weak financial sector that fails to offer 

good and reasonable condition. However, these kinds of companies are dependent on investments in 

equipment and most importantly in education and training of the employees. Therefore it is 

necessary to have a long term perspective when making investments in private companies. 

Swedfund definitely had a long term perspective as they were engaged in all investment for over 10 

years. The companies were able to invest in equipment and in training and education. Many of the 

local managers are inspired by this long-term approach. 

As Swedfund should act as a catalyst it is important to evaluate this aspect. In the case of Atomac 

there is no information of new entrants in the industry as a direct result of the investment. However, 

the other companies have attracted more actors to their respective market or increased the 

competition between the existing competitors. Especially in the case of TANSCAN and Pemacco-Bevi 

it can be said that many new businessmen took place as they were trained and educated within the 

companies. This has lead to an improved and increased level of technology and know-how in the 

private sector. As market leader TPCC has contributed to improve the cement sector and there are 

currently private investors that are planning to enter the market with a new factory. A new entrant 

has emerged to raise the competition with Dahaco. The investment companies generally describe to 

have increased competition and attracted new actors. In the time when Swedfund made the 

investments there was not a high amount of investors in the SME sector so it could be suggested that 

the investment companies of this study has inspired other investors to succeed and invest in 

industrial companies.  

6.7 Neighbors  
TANSCAN is a good example of how a SME could affect the development of the region and its 

neighbors. By having operations and production in rural areas they strongly affected the 

surroundings. TANSCAN operated in urban areas where people often live in extreme poverty. As job 

providers in these areas they have big responsibility. In accordance with this they provide the 

employees with necessities and also helped the neighbors through improved infrastructure and free 

fire wood.  But the company has not been able to maintain profitability and has as a consequence 

been forced to close operations in some areas. This has affected the surrounding regions and 

neighbors negatively. People have lost their jobs, the infrastructure is not maintained and the local 

region experiences a distinct reduction in the economic activities. This is an example of how 

surrounding could be affected negatively if the company fails to sustain profitability. The living 

standard could be reduced and people might need to move from as a consequence.  

The two healthiest and most profitable companies Dahaco and TPCC are actively engaged in CSR 

policies. As large corporations they are taking their responsibilities by helping the community. One 

explanation to why these two companies have developed a CSR policy could be that they are listed 

on the stock exchange and thereby must show that they are good corporate citizens to attract 

shareholders and customers. This picture is important to transmit to all the stakeholders as it is a 

way to show that the company combines business profitability with social responsibilities. Dahaco 

and TPCC also have extraordinary effects on the infrastructure of the whole of Tanzania by the 

construction and the tourism sector. The construction sector has grown largely the latest year and 

one reason for this is because of the increased access and improved quality of the domestic cement. 

Dahaco has also contributed largely to the increase in tourism. Both Dahaco and TPCC were 

performing badly prior to Swedfund’s and the other shareholders’ engagement. So the eminent 
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development that these two companies have shown means that they have affected the neighbors to 

a very large extent. 

6.8 Society 
The society has been mostly affected and benefitted from the two large companies, TPCC and 

Dahaco. They have developed into two of Tanzania’s best tax payers. In a country like Tanzania, the 

informal sector is huge. This means that a large part of the business activities is not performed on the 

open market. As a consequence these companies do not pay taxes or any other governmental 

revenue. These companies neither take into consideration employment regulations, environment 

regulations, etc. Hence the society does not benefit in terms of revenue from the informal sector. 

Further on, there is not a strong history of enterprises that follow tax regulations as the transparency 

is very low in the country. This means that it is very important to have companies that can serve as 

examples to the rest of the private sector. It is possible to follow tax regulations and to become 

profitable and successful. As a consequence from increased tax payers, the country could achieve a 

sustained economic growth and help raise the standards of human life.  

When comparing Tanzania’s industry and private sector in 2009 with the one before the market 

liberalisation (1985), it could be said that the industry and the private sector has developed 

tremendously. A reason for this is the increased economic growth that has created job opportunities 

and product/services on the market. Swedfund was among the first investors in Tanzania as Dahaco 

and TPCC are examples of the first companies that were privatized and listed. Two of the companies 

have created activities on the market that not existed before. Thus the investments have in fact 

helped to conduct Tanzania’s policy to embrace a market economy. The society has benefited from 

this through increased employments and hence taxes that in turn could help reduce poverty. 
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7 Conclusions 
Related to the study’s main questions and based on the results and analyses, this chapter summarizes 

the conclusions of this chapter. 

This study has evaluated development effects from five former investments in Tanzania made by 

Swedfund. The investments were made during 1986 and 1992. Swedfund has not been active in any 

of the investments since 2005. Out of the five companies, four are still operating. However two of 

the companies, TPCC and Dahaco, are currently amongst the most successful and profitable 

companies in Tanzania and listed on Dar es Salaam’s stock market. One company, Pemacco-Bevi, has 

stabilized itself on the market of motor repairing and rewinding. TANSCAN is fighting for its survival 

as it has closed many of its operations while Atomac has gone bankrupt. The results that emerged 

from the fieldwork clearly shows that the two most profitable companies have the most and highest 

development effects compared to the companies that have not succeeded to sustain commercial 

viable. The company that has gone bankrupt has no overall development effects that are detected 

today. 

In the cases were the companies have been commercial viable over time, they naturally also pay 

large sums in taxes. TPCC and Dahaco have been recognized among the three best tax payers in the 

country. This is a strong development effect that is benefiting for the whole society. The study also 

shows that there could be a relationship between the company´s profitability and the benefits 

offered to the employees. Dahaco and TPCC offered the most and best benefits for their employees. 

To achieve sustainable economic growth, meaning both economic growth and the human 

development, it is necessary to have companies that can offer employment (Soubbotina & Sheram, 

2000). But job employments could only be sustainable if the company is profitable over time. Hence 

it is important that companies are commercial viable so that they can sustain the jobs, which is also 

confirmed by the results.  

In the cases were the companies have failed to sustain long term profitability they have been forced 

to decrease their operations or even gone bankrupt. This could have a negative effect on customers 

as they might have to import or they could be forced to purchase the same product or service on the 

market to a higher price and/or poorer quality. The companies that are most successful are engaged 

in community activities. Two of the companies have CSR policies and have active community 

projects. Tanscan had a big effect in the rural areas where it was active. But as the company has had 

difficulties to sustain profitability and the operations in some areas have ended the neighbors were 

negatively affected because of the decreases in economic activities and impaired infrastructure 

availability.  

Nevertheless, development effects have also been identified from the companies that failed to 

sustain commercial viability. The profitability in a company is not decisive in increasing the 

competition or attracting new entrants to their market sector. For example TANSCAN have had a big 

demonstration- and spinoff effects and hence raised the competition within the saw milling industry. 

Even though they are not performing well today, they have contributed to the development of the 

private sector in a strong way. The same argument could be applied to Pemacco-Bevi as the motor 

repairing sector has developed as a direct consequence of the company. It could be opposed that 

Swedfund as a DFI in these cases have acted as a catalyst and had a “crowding in” effect. Those that 

have been sacked have in many cases developed skills and gained experiences that could be used in 
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other or new created companies in the private sector. Thus an investment made by a DFI could to 

some extent help the private sector development even if it is not commercial viable in the long term.  

This study shows that the investee companies and the development effects that are attributed to the 

different stakeholders are dynamic. Different factors could decide if an investment becomes a 

success or a failure. For example the investee companies are very dependent on individual people’s 

engagement, both of the board and management. It is important that all shareholders have a 

common goal of which direction a company should take and that management works towards these 

goals. It is also important that for new actor on the private sector continues to emerge, as it is 

difficult for an investment company to fully rely on imports. Meanwhile, businesses in the informal 

sector, which dominates Tanzania, do not comply with government regulations such as taxes and 

minimum wages. Therefore an important aspect is that competitors all compete on the same terms 

and that the transparency level is raised.  

All investment companies have invested in high transfers of technology and know-how from the 

Swedish partners. It could be argued that without the investments, most people would probably not 

have gained the same knowledge and experience elsewhere. This is due to the strong emphasis on 

education and training from the start of the investments. The educational level in Tanzania is very 

low and to develop the country and fight poverty it is important that the employees have 

opportunities to education (Growth Commision, 2008). A crucial factor that could make the 

investments successful regards how the management team is built up. In the successful cases of 

TPCC and Dahaco there has been a long term exchange between the foreign and the local 

management team. This has meant that the local managers gradually have learnt how to manage the 

business successfully. TPCC´s management team consists of both foreign and local managers but 

Dahaco has solely local managers. All investee companies gave some employees the opportunity to 

go to Sweden for education. Many of those have today developed into experts, managers and 

entrepreneurs. This is a very important effect as it contributes to the private sector development. 

Having local managers and new entrepreneurs on the private sector that can operate in international 

standards is necessary to achieve a sustainable economic growth (Harvard University, 2007).  

With TPCC and Dahaco, Swedfund made a profit on the investments through the sale in equity 

shares. Those companies have also generated the most and highest development effects. Thanks to 

the international owners these companies have been able to progress further and experienced large 

investments in equipment. However, in two of three cases where Swedfund made losses, TANSCAN 

and Atomac, the investment companies have not managed to progress and the presented 

development effects from these companies are very low. Pemacco-Bevi has succeeded to sustain its 

market position and develop further even though Swedfund made a loss on the investments.  

Based on the result of this study, I draw the conclusion that commercial investments made in 

companies, in developing countries like Tanzania, have a direct relation to the extent and the impact 

of development effects that are created. In those cases where Swedfund has gained profit from the 

investments, the investee companies have also been profitable and sustainable, hence creating high 

development effects that have lasted over time. In those cases where Swedfund made losses on the 

investments, the investee companies have had difficulties to be sustainable hence having low 

development effects. Yet, even if Swedfund make no profit on an investment, the investee company 

can still succeed and have medium development effects.  
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8 Discussion 
This chapter will reflect on the role of DFI investments to promote sustainable development. 

8.1 Swedfund’s role in Sweden’s PGD 
The introduction chapter of this study described Swedfund’s role in Sweden’s Policy for Global 

Development (PGD) which aim is to contribute to equitable and sustainable global development. The 

focus lies on creating economic growth that leads to reduced poverty. This study was done to 

evaluate development effects and the relation to the profitability from Swedfunds former investee 

companies in Tanzania. The conclusions clearly show that in the cases where the former investee 

companies have succeeded to become commercial viable, the development effects are the highest. 

However the unprofitable companies have also shown development effects but they have often been 

low or unsustainable over time. The overall conclusion is that Swedfund’s goal of promoting 

sustainable and profitable companies has enabled both economic growth and human development 

and hence sustainable development in two of the five companies.  

Sida was mentioned in the introduction chapter as the main actor in Sweden’s PGD. Sida helps create 

better conditions for poor people by improving their living situation through Swedish development 

assistance. This study clearly shows that Sida and Swedfund have acted as complementary towards 

each other. Sida has been involved in all companies in the initial phase, through technical assistance. 

But when it was judged that the companies were able to work on commercial terms, Swedfund was 

introduced by Sida to form joint ventures together with local and Swedish partners. Thus, the 

companies went “from aid to trade”. This has, in my opinion, contributed to realize the overall goal 

of PGD as well as the millennium declaration goal of “developing a global partnership for 

development”. I see this as a strong synergy effect that two actors of the PGD collaborate to achieve 

the overall goal. These investments have also given opportunities to Swedish companies to expand 

their businesses in the same time as they help Tanzania to develop, with the help of the companies’ 

technology, knowledge and experiences. 

In my point of view Swedfund is an actor that contributes with knowledge and experience on how 

economic growth through trade and business can help to battle poverty. I base this on the overall 

impression I got from conducting this study when seeing development in terms of job creation, 

employment, training and education, health care issues and other benefits. The development effects 

created by an investment should be of the nature that poor people can help themselves out of 

poverty. Hence, it is essential to have long-term thinking, like Swedfund, and to focus on both 

economic and human development. Although, I believe Swedfund still have big room for 

improvements when it comes to declaring and evaluating development effects (see section 8.3). 

8.2 Future research 
Most evaluation studies of development activities are done in ongoing or in conjunction with ending 

of investment activities. Looking at development effects a certain amount of years after ending 

development activities, as done in this study, is quite rare. But it is definitely a highly necessary 

approach as development activities are intended to sustain long-term development effects rather 

than short terms effects. From a development perspective the most interesting aspect is not if an 

investee company financially succeeds in the short term, or if Swedfund manages to sell the company 

with a high profit. Instead it is of great importance to examine if the company has survived on its own 

and if the development effects have lasted over time. Therefore I stress the importance of future 
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research and studies in this area. A further step in this research area could be investigating 

development effects with more focus on a quantitative perspective and compare the result with 

domestic statistics. For example a calculation of the tax payment of an investee company over time 

could be compare against the overall contribution to the countries revenues. Although this emphasis 

that there should be a better quantitative information available than in this study. Better reporting 

and monitoring of development indicators is also necessary to conduct these kinds of studies.  

As this study examines selected companies in Tanzania it could not be considered as representative 

for Swedfund’s whole investment portfolio or DFI investments in general. This study only gives a 

picture of what the development effects might look like and a glimpse of how development effects 

could affect different stakeholders. To draw more certain conclusions about development effects in 

general it would be required to examine a representative selection from Swedfund’s portfolio. The 

ideal situation would be to evaluate all former companies in Swedfund’s portfolio, but this could turn 

out to be too comprehensive. Further on, it would also be interesting to evaluate the same kind of 

businesses from different regions. For example, one could compare development effects from 

cement companies in different countries to give a better understanding of the specific type of 

business and point out common success factors.  

I also suggest other actors within Sweden’s PGD to conduct evaluations of development effects in 

similar ways, despite having different approaches (e.g. Sida not working with commercial viability as 

Swedfund does). In this way one could compare the development effects created through the 

different approaches. Which actor is most successful in creating certain development effect in terms 

of effectiveness and sustainability? In what way should Sweden’s PGD best be formulated and 

conducted to achieve its overall goal to eradicate poverty? These are, according to me, interesting 

questions in a highly important topic that can help make a difference for poor people in developing 

countries and make more people benefiting from globalisation and economic growth. For this to 

happen there is a strong need for more research.  

8.3 Recommendations 
After conducting this study and having spent some time at Swedfunds headquarter in Stockholm, I 

have become aware of a general demand and interest, for Swedfund to declare and evaluate 

development effects from their investee companies. The government, other development actors and 

the general public all have interests in how Swedfund together with Swedish and local partners 

actually contribute to realizing Sweden’s PGD. Although this thesis is one step in that direction there 

is a lot left that could and should be done (see previous section). For clear reasons (see limitations) I 

have not been able to include all this in this study. I recommend that Swedfund evaluate and declare 

development effects, positive and negative, in a systematic way into a body of knowledge or a 

database that could be used internally and by Swedfund’s different stakeholders. Internally it would 

help Swedfund to strengthen its organisation, as knowledge about development effects are captured 

and documented. Success factors could be identified and negative effects could be identified and 

avoided. Hence Swedfund would be given better conditions to succeed with an investee company. 

This database would further on please Swedfund’s stakeholders demand on creating and declaring 

development effects.   
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Appendix 1 – Questionary  
Here is one questionary that was used as a standard interview guideline. It was adapted and changed 

depending on the respondent. 

1. Economic Growth 

1.1 Commercial viability & stimulus of the economy 

How was the profitability of the company due to Swedfunds engagement? 

The contribution to the national income that the investment/company led to?  

1.2 Export & import effects 

What effects did the company's production have on exports? 

Did the company's product/service make way for import substitution? 

1.3 Regional Growth effects 

How is the company integrated in the local economy? 

Does the region of the project company belong to less developed parts of Tanzania? 

1.4 Sector development 

Did the company help develop the business sector? (E.g. Through increased productivity and 

competition.) Why and how? 

Has the company made an impact on the financial sector? (E.g. has there been any financing from 

the local capital or credit sector? Those in its turn help to develop the financial sector and hence 

lower the cost of credits to enterprises.) 

 

2. Qualitative Aspects 

2.1 Technology & transfer of know-how 

In what extent has the investment created improvements and transfers of technology? 

In what extent has the investment created improvements and transfers of know-how? (E.g. 

managerial capabilities such as marketing and accounting that improve the productivity of the 

company.)  

2.2 Management & corporate governance 

Did the company relishes high managerial and business standards due to the investment? If yes, 

explain how it affected the company. 

(Examples of standards can include: corporate governance in respect of transparency, appropriate 

division of responsibilities between Board and Management, reporting and auditing) 

2.3 Demonstration effect 

Has there been any evidence of new entrants that have being attracted to the market segment as a 

result of the example set by the company? (Through its use of technology, management approach or 

innovative methods of raising finance) 

2.4 Better quality and/or lower price; diversification 

Has the company's product/service contributed to any benefits for the customers? In what way and 

to what extent? (E.g. better quality and/or lower prices as a consequence of the establishment of the 

company.) 

Has the company developed any other (new) goods, processes or services on the market? 

(“Diversifying”) 

 

3. Impact on Stakeholders 

3.1 Employment 
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Where there any new jobs created as a result of the investment? If yes, how many and what basis? 

(E.g. fulltime or part time jobs. Direct job creation) 

Where there any jobs eliminated? If yes, how many and what basis? (E.g. due to a higher productivity 

or outsourcing.) 

Did the company affect the number of created jobs with the suppliers? (E.g. due to an increased 

demand from the company. Indirect job creation.) 

How has the job creation developed during the company's history, since the start of SF:s engagement 

during Swedfunds engagement until today? 

3.2 Work conditions & employee benefits 

Did the wage level change with regard to the investment? If yes, how and in to what extent? 

How where the companies wage level compared to competing companies in the same market 

segment? 

Where there any training programs for the employees?  If yes, describe in what form and to what 

extent, cost? 

Did the company pay pension contributions? To what extent? 

Did the company grant benefits that go beyond legal requirements? If yes, to what extent? (E.g. 

subsidized housing, bonus payments, pension programs, medical insurance, free clinical medical 

services, etc.) 

Where any health and safety standards created? (E.g. any HIV/Aids prevention programs.) 

Does the company have an equal opportunity employment policy regarding equal conditions and 

promotion prospect for all employment without regard to gender, ethical group or religion?  

Did the investment have a effect on these equal opportunity questions? Positive, negative? 

In particular, did SF engagement made an effect on gender equality?  

3.3 Local suppliers, growth of distribution chain 

Have the company developed a distribution chain as a result of the investment? 

To what extent has the company an impact on the input suppliers? (E.g. by 'networking'; work with 

suppliers with feedback and assistance to improve the quality-price relationship on input goods.) 

3.4 Products/services for basic needs 

To what extent does the product/service produced by the company meet the basic needs of poor 

people? 

3.5 Development of local community 

Does the company have any CSR policies? 

Does the company engage with the local community in terms of disclosure and dialogue? To what 

extent? 

3.6 Environmental impact, compliances and eco-efficiency 

Does the company make any environmental impact? Describe. 

Has the company taken measures to mitigate any negative effects? 

Does any environmental management standard exist?  

How eco-efficient is the company with its processes? 

3.7 Environmental products/services 

Did the investment enable an impact on environment trough the product/service? In that case 

positive or negative? 

3.8 Taxes for society 

Is there any information on what taxes the company has paid during the investment and now? 

Has it paid more taxes than other competing companies? 
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Appendix 2 – Atomac 
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Company  

 Technology transfer 

Before Atomac was established the technology of making high precision tools and dies was not 

available in Tanzania in high scale production. Companies bought products from the market with bad 

quality, resulting in short life length or unsatisfactory quality on the final product. In combination 

with the training that was provided for Atomac’s staff, the machines enabled a new technology for 

the company and the industry. The employees developed the abilities to run the machines and 

create the tools and dies and therefore it could be suggested that the transfer of technology to the 

company was extensive.  

 Know-how transfer 

Tool making is largely made up by tacit knowledge. The ability of the operator decides the end 

quality of the product. In Sweden knowledge of how to make tools and dies is wide spread and the 

techniques are well established within the industry. Assistance from Swedish experts helped the local 

staff to gain experience that made it possible to transfer the know-how of making tools to the 

company.  

 Advanced equipment 

The equipment that was bought in to Atomac in 1987 to a cost of SEK 6.3 million was highly 

advanced compared to existing equipment in the East African region. The newly introduced 

equipment included three computer numerical controlled (CNC) machines. Characteristic for CNC 

machines is that a pre-programmed computer gives order to machine operations that automatically 

creates the desired tool. As a result this enables a standard quality of the products. However, the 

machines are today out of function and have caused the business to halter. There is a lack of 

maintenance and repairing competence within the country regarding these types of machines. 

Currently the company hopes to revive and repair the machines at a reasonable cost to be able to 

run operations again. It is also questionable if it was possible for the business to run and be 

sustainable if there is a lack of maintenance and repairing competence. All correspondent point out 

that the absent of good maintenance and repairing competence in Tanzania has affected the 

company negatively and that there is a need for investments in advanced repairing workshop. 

However they also argue that the technology was necessary for Tanzania and that the products of 

Atomac have higher importance today in an emerging industry market.  

Shareholders 

 Not profitable/Financial performance 

The investment made was not profitable for Swedfund. Swedfund purchased 20 percent of the share 

capital for SEK 1.5 million in the year of 1987. The total capital share of Atomac was SEK 7.5 million. 

The company also received SEK 5.4 million in credits were Swedfund granted a loan for SEK 2.7 

million. In 1995 the turnover was Tsh 49 million and Atomac made a loss of Tsh 115 million. The 

company was reconstructed the following year but never sustained a profitable level. in the early 

2000 the company was liquidated. 

Following are reasons for why the company not sustained profitability: 
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- A change in the owner structure had a negative effect on the management of the company. 

- The Sida based support ended in 1993 and it affected the company negative. The company 

could not afford the Swedish experts and the manager.  

- Management problems in running the company contributed to the breakdown of machines 

which meant the end of the company’s operations.   

 Corporate Governance 

Swedfunds involvement in the enterprise enforced the local participant of the board to work in a way 

that they were not used to. An example is that the board had to meet continuously and present the 

necessary auditing and reporting. This required follow-ups and made the board work more efficient. 

The current Chairman of NEM and Atomac claims that this has been a positive aspect despite the 

company´s weak performances. However because of the weak performances of the company I 

question a significant contribution from Swedfund and the Swedish partner. On the other hand NEM 

has developed into a very successful company in Tanzania as they among other things are 

manufacturers and distributors of the international company ABB motor control centers, industrial 

appliances, electrical installation equipment and accessories etc.  

Employees 

 Education & Training 

The training program was large and extensive as it was formed over a five year period. Tool 

manufacturing is to a large extent a profession skill so trained and educated staff was crucial for the 

successfulness of the project. The training program educated 10 people educated in Tanzania with 

the help of Swedish experts and 4 of the employees had the opportunity to go to Sweden for 

education. Sida financed the training program as the whole industry would be beneficial by the 

unique skills and products that it would enable. Sida’s financing was a condition by the shareholders 

for the investment to go through. The education and expert cost was calculated to 5.8 MSEK, a third 

of the total project cost.  

 Employment created & new competences 

The company employed 17 people at the start of the investment. The company could not be 

considered to have created indirect jobs since the suppliers mostly were from Sweden or other 

foreign countries. The company also handled its own distribution to customers which left no room 

for external distributors. Instead the company had 13 seasonal workers, which were called in when 

needed.  

The employee has to create the tool or die out of the requirements and desire from the customer. 

This requires a high level of competence and service focus.  Atomac did develop this competence and 

the staff is recognized as the best in manufacturing tools and dies in Tanzania. The employees did not 

have this special and unique competence before; hence the investment had an effect in this aspect.  

 Downsizing & lost competences 

Currently most of the employees have been resigned as Atomac does not have any operations. Only 

two people from the former Atomac staff are still employed in the workshop and are performing 

services for NEM.  It is considered that the majority of the former staff works within different 
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industries than the manufacturing industry at the moment. This is due to the uniqueness of Atomac 

as there are not many equivalent companies were the employees could use the competence and 

experience they gained at Atomac. A judgment by one of the current employees is that 70 percent of 

the former staff has been forced to work in other kind of businesses such as taxi profession and 

agriculture.  

 Increased wages & benefits 

All respondents point out that Atomac paid higher wages than the average manufacturing industry 

because of the personnel’s unique and specified skills and competences.  Because of the efforts to 

educate and train the staff Atomac wanted to keep the employees within the company and not risk 

losing them. One example of how the wage increased over time is from one of the current employee 

who earned Tsh 7.500 (SEK 214) in 1991 but now earns Tsh 400.000 (SEK 2.200). It is important to 

point out that there are only two employees in Atomac today, who are paid by the owner NEM. 

Besides the wages, employees of Atomac received medical treatment both for themselves and their 

families and they also received supply of food when at work.  

Customers 

 High quality & Expensive tools 

Atomac’s customers were in the following markets; Pharmaceutical, cosmetics manufacturers, 

plastics containers packaging – food, drinking portable oil & lubricants etc. Companies in these 

markets in Tanzania and the East African region were affected by Atomac as it created a supply of 

high precision tools and dies that were not present previous to the investment. In return this enabled 

a higher quality on the costumer’s end products where the packaging quality and design is very 

important. However, it was more expensive with products from Atomac than the imported ones. But 

because of satisfaction with Atomacs products many customer saw the price as reasonable and 

affordable.   

 Import substitution – temporary  

Atomac’s products clearly resulted in an import substitution, meaning that the customers on the 

local market saved money in foreign currency. By offering high quality products it could also be 

argued that Atomac helped the industry sector that was in need for their products to develop as long 

as the company still was operating. With the company not operating, customers are forced to import 

the products, mainly from India and China, or to produce their own products. This leads to lower 

quality and higher costs due to the foreign currency trade for the industry.  

 Close relationship  

The decision to place Atomac in Arusha was strategically important. Most of the customers were 

located in Arusha and Nairobi (Kenya) and the location enabled a close relationship with Atomac. 

Tool and dies makers often need to visit the customer to analyze the production process in order to 

create the desired product to the customer. When Atomac still was operating, many companies 

relied on the companies supply for tools and die. Thus the closure of its operations affected the 

customers negatively. If the machines are actually revived again Atomac has the capability of taking 

over the market again, as customers still ask for their products.  
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Suppliers 

 Import  

Steel was the main raw material that Atomac purchased from its suppliers. But high quality steel was 

not available in Tanzania. As a consequence Atomac imported steel and this was mainly done from 

Sweden. Atomac has otherwise not contributed to development of other suppliers on the Tanzanians 

market.  

 Regional effects 

In the region where Atomac was sited many of the industrial companies became reliant on Atomacs 

high quality tools and dies. It helped region companies to have a supplier nearby which meant that 

they could reduce stocks and have a better collaboration. However, after Atomac closed its 

operation the regional effects died. 

Competitors & New entrants 

 High barriers – lack in knowledge and experience 

Atomac was unique with its product in Tanzania and there were no competitors on the local market. 

The competitors were located abroad. There were some new entrants that wanted to compete with 

Atomac but they failed. A reason for this is that the competing companies did not invest such a high 

amount of “soft money” for education and training. Atomac received a lot of support from 

shareholders and Sida and created high barriers for new entrants. It is difficult for other actors to get 

the same support in Tanzania with a bad business environment. However, with Atomac failing to 

sustain its operation new enterprises were established in Kenya to supply the market with tools and 

dies. 

 New enterprises in Kenya 

With Atomac failing to sustain its operations the customers were dependent on imports again. As 
many customers were located in Nairobi and the private sector more developed there, new 
enterprises opened to fill in the vacant place from Atomac. Although these companies had not 
developed the high quality products that Atomac had.  

Rest of society 

 Taxes 

There has not been any information on the amount of tax that Atomac has paid. Although as they 

during the latter time of the company did not make profit it could be assumed that the company did 

not pay large amounts in tax. 
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Company 

 Technology transfer 

Dahaco was partly created because of ATC incapability to invest in necessary equipment and 

investment capital. It was not possible to handle wide body planes or to give satisfactory service in 

order to attract the big international airlines. With the establishment of Dahaco and together with 

the new shareholders the company received capital that was partly invested in new technology 

equipment and also in work capital. The technology made it possible for the employees to get 

training and to become successful in handling wide body planes and passengers.  

 Know-how transfer 

In the first period of the company an expert team from SAS was placed in Dar es Salaams airport to 

work with the local team. The expert team had a objective to help the local employees to run 

operations with international standards. The expert team that was partly financed by Sida during the 

first operational years enabled continuous transfer of knowledge and know-how. Dahaco is currently 

considered to be among the best companies within the flight handling sector in Africa. It could be 

assumed that the cooperation between Dahaco and the Swedish expert team has raised the 

competence in the company and allowed them to operate in international standards. The 

cooperation with foreign actors has resulted in a more effective and profitable organization.  

 

 Swissport – world leading expertise 

The current owner Swissport International is one of the biggest airport ground handling companies in 

the world with over 32000 employees working at 179 stations in 38 countries and on five continents.  

It is recognized as the number one company in the industry as it has been named “Global Ground 

Handling Service Company” for nine years in a row by ITM (fotnot här om vem ITM är). Being a part 

of the Swissport organization has helped Dahaco a lot in terms of marketing, operations, 

management and equipment.  

 Recent equipment investments 

The establishment of Dahaco saw investments in new equipment. This equipment was focused on 

improving the cargo and passengers handling. The equipment is still used by the company although 

the company has kept reinvesting in new equipment and technology. In 2008 the company invested 

Tsh 1200 million in its fixed assets and the average investment level in the recent 10 years is around 

Tsh 800 million annually. These investments will help Dahaco to withhold its market leading position. 

This indicates that Swissport International has the conditions to develop Dahaco further and to keep 

the company competitive.  

 High managerial level – Iso 9001 

Since Swissport bought Dahaco the company has been certificated with the quality management 

system ISO 9001:2000. Though this system the work processes and procedures are documented to 

ensure that the customer’s needs are fully addressed. The quality management system puts 

emphasis on continues improvements and the organization has established key performance 

indicators (KPI’s) which measures the desired performance improvements.  The management attests 

of an increased productivity and efficiency as a result of the quality management system.  
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Shareholders 

 Good return on investment 

Dahaco could be seen as a very successful investment. The company has developed into one of the 

most successful in the country with very high profitability since the beginning of the establishment in 

1985. In 2008 the turnover reached Tsh 18.528 million (SEK 106,7 million) and the net results was Tsh 

3.279 million (SEK 18,9 millions). This could be compared to the time when Dahaco was owned by 

the parastatal company ACT, and the company made big losses. The investment had a high rate on 

return for Swedfund.   

 Privatizing – government embrace market economy 

The government opted to sell its shares to the public through an Initial Public Offer (IPO) of Dahaco 

shares in 2003. This was in line with the government’s policy to privatize companies which were 

previously controlled by the state, and the aim was: 

 Empowering a broad spectrum of citizens through owning shares 

 Strengthening and developing the existing share markets 

 Enabling the government to increase its income. 

In connection with the sales of Swedfunds shares, the employees got the opportunity to become 

shareholders through a fund with approximately one percent of the total shares.  

Employees 

 Training on the job and trough education 

Initially, Dahaco educated all the staff with regard to their specific position and job tasks such as 

drivers, loaders, secretaries, supervisors and controllers. The education was given through “on the 

job training” and theoretical courses for the employees. The length of the education varied from a 

couple of days to several months. As mentioned previously Sida financed the program and SAS 

conducted it. Dahaco has developed its own unit which provides the in-house professional courses 

today.  

 Higher education degree 

In recent years many of Dahaco’s employees have undergone training and education from various 

higher learning institutions such as: The Open University of Tanzania, Mzumbe University, The 

University of Dar es Salaam, College of Business Education, National Board of Materials Management 

and Eastern and Southern Management Institute. They have been awarded diplomas, degrees and 

post graduate qualifications in the areas of business management, public administration, finance, 

information technology and law. This has helped the staff to develop and to become more motivated 

and hence also strengthen the company’s economic performance.  

 Job employment – Decrease over time 

When Dahaco started up it employed the staff that worked with the ground handling unit ATC at Dar 

es Salaams airport. Therefore, the company created new job opportunities to a small extent. The 

workforce in 1985 was 280 people. In 1990 the workforce had increased to become nearly 350 direct 

employees including those at Kilimanjaro airport. When Swedfund made exit in 2001 the number of 
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employees was 593 with 83 stationed at Kilimanjaro Airport. Today the number of employees has 

decreased to less than 500 people and there are plans to reduce the number of employments 

further. This is due to the different aspects of: 

 Increased efficiency and productivity 

 Decline in airlines flight schedule because of the economic recession 

 Competition from Precision Air that has been allowed to operate with ground handling services 

at Dar es Salaams airport.  

 

 Increase in wages 

Dahaco had a minimum wage level of Tsh 800 (SEK 483) per month in 1985. The salary increased 

within a few years to 3000 Tsh/month. The salaries were considered as high by the employees when 

the company had just started up. But during the early 1990s the introduction of big commercial 

banks in Dar es Salaam saw the wage levels in other businesses raise. Dahaco’s wage level did not 

develop in the same pace as these other businesses and in comparison the wage level was 

considered as low by the employees. Between 1995-2005 the minimum salary was 190,000 Tsh (SEK 

2361 in 1995 and SEK 1263 in 2005) in addition to house allowance with minimum 25,000 Tsh and 

maximum 50,000 Tsh depending on salary level. In 2006 the salaries and allowances were 

consolidated into one salary-minimum of 250,000 Tsh (SEK 1421). The minimum level has been at 

350,000 Tsh since 2008 (SEK 1739 in 2008 and SEK 2039 in 2009) and is above government standards.   

The annual report shows that Dahaco increased its staff costs from Tsh 4834 million in 2007 (SEK 26, 

9 million) to Tsh 6602 million in 2008 (SEK 36,7 million). Some of the benefits that they receive is 

transport, uniforms, as well as free medical facilities for them and their dependants. The employees 

are also shareholders (total share of 1 percent) of Dahaco through a trust fund that was created 

when Swedfund sold its shares of the company. 

 Higher safety standards – Ergonomic benefits   

The employees that were interviewed all mentioned that the establishment of Dahaco meant a lot in 

terms of safety conditions. The difference lies in an outspoken strategy that safety is the most 

important thing that always must comes first in operations. During the time of Air Tanzania there was 

no such focus on safety standards and as a consequence there were many job accident and injuries. 

The management system contains regulations and procedures of the operations that the employees 

are educated in to prevent injuries and to handle injuries that might occur. The employees receive 

protective equipment such as safety shoes, gloves, vests, earplugs etc.  

With the establishment of Dahaco, equipment was bought to streamline the operations. 

Consequently the operations were rationalized and became more automated. For the employees this 

meant that a reduction of heavyweight manual operations and therefore better ergonomic 

conditions. An example is that Dahaco bought a cargo truck that loaded cargo on and off the plane 

which was previously done by hand from the employees. 

 Equal right – equal gender 

Dahaco has an outspoken policy regarding equal rights and are committed to provide equal 

opportunities to all. As the CEO explains; “We at Dahaco believe that gender equality is a powerful 
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force in poverty reduction, acceleration of economic growth and social development“. Dahaco has 

adopted strategies that enforce good corporate governance practices at all levels of the company. 

This includes striving to balance provision of access to opportunities, power, decision making, 

education, and control over recourses to both its female and male employers.  

 HIV/AIDS conscious   

Since 2003 Dahaco has formed a Technical HIV/AIDS committee consisting of members from all 

departments in order to implement a proactive strategy within the company. The strategy includes 

the following actions:  

 A risk analysis off HIV/AIDS and its impact in terms of human and financial losses  

 Contributions of free preventive to staff and insistence on their utilization 

 Conducting relative training and educational materials to staff and their family members 

 Inclusion of HIV/AIDS as a point of discussion in all company gathering and meetings 

 The arranging of the technical committee members to attend educational seminars and impart 

the knowledge to their respective stations 

Customers 

 Cargo – Exports & imports 

Tanzania’s economy has undergone rapid change over the past several years and the imports and 

exports have experienced tremendous changes. Dahaco plays a big role when it comes to handle 

cargo. One example is that they have built perishable cargo handling facilities for exports of 

horticulture produced in Tanzania. These include flowers, vegetables, processed fish fillets, seafood, 

fruits and other perishables.  In addition the perishable facilities have made it possible for imports for 

products that serve medical attention (drug/vaccine), supermarkets and hotels.   

 Increased airlines 

As a consequence of the establishment of Dahaco the airlines got increased services and improved 

quality. Tanzania has rapidly grown as a tourist attractive country and the number of airlines with 

flights to Tanzania has grown. As a well functioning ground handling company that provides services 

with international standards, Dahaco has had a contribution to the increases in airlines. The 

development could be shown by the number of flights handled by Dahaco annually with an increase 

from 7.000 flights in 1998 to almost 18.000 in 2008. 

 Better quality – Iso 9001:2000 

Having a consistent high quality level is necessary to keep the customers satisfied in the service 

business were Dahaco is operating. The quality of Dahaco’s services has steadily improved from the 

start of the establishment and has affected the airlines and its passengers by increased service 

opportunities and improved customer care. Dahaco’s great quality care is confirmed by the 

certification in the quality management system of ISO 9001:2000. They are also certificated in AHS 

1000 which is a quality control system that has been specifically designed for the airline industry. The 

management recognizes these quality systems as methods to continuously improve the performance 

in all of the business areas.   
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Suppliers 

 Global supplier management system 

As a member of the Swissport family, Dahaco enjoys good conditions regarding suppliers. They take 

part of a global supplier management system. This gives them competitive advantages. It also means 

that new technology is more easily introduced on the Tanzanian market.  

 Local suppliers 

Dahaco’s suppliers are mainly companies providing equipments in the aviation services. For this 

reason many suppliers are foreign ones as Tanzania is not a front leader in this area. However, 

Dahaco has a policy to purchase from local suppliers if there is an opportunity. They have amongst 

other together things helped a Tanzanian company to develop an airplane stair used to bring 

passengers down from the plane. Dahaco also has a big impact on the purchases of other companies 

in the private sector through the cargo handling operations. Many businesses have become reliant 

on the services of Dahaco. 

Competitors & New entrants 

 New entrant – Precision Air 

For several years Dahaco enjoyed a monopolistic situation on the market. But since 2009 the market 

has been liberated by the flight authority and Precision Air is operating within ground handling 

operations. They want to challenge Dahaco who clearly is leading the market. However, Precision Air 

has recently acquired several employees from Dahaco. By doing this they increase the company’s 

knowledge and competence level. Precision Air has not got the necessary equipment for handling all 

the operation and are hiring operations from Dahaco currently. The competition has lead to further 

investments made by Dahaco in new technology. 

Neighbors 

 CSR  

Dahaco is committed to contribute to the social problems. Some contributions in their CSR strategy 

are donations made to support hunger relief in the country, support to the Tanzanian Education 

Authority and orphan donations. The value of the company’s CSR is around 80 million annually.  

 Environment effect 

There major environmental impact that Dahaco and other airport operators and service provider 

have concerns carbon dioxide emissions, noise, local air quality, oil spillage and aircraft waste and 

refuse. Dahaco has been working with these issues for a longer time and developed an action plan 

that addresses the impact of its activities to the environment. In 2008 the company was certified in 

the environment management ISO 14001:2004. E.g. the company has developed areas surrounding 

the facilities with three plantations and has trained the employees in the environmental action plans 

so that they reduce the negative impact as much as possible.  Dahaco is the second out of more than 

143 stations worldwide to acquire the ISO 14001 certification after Peru. 

Rest of society 
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 Tourism 

Tanzanian tourism has in recent years developed as the main national income sector and is further 

set to develop. The country offers … With Dahaco offering international quality services on the two 

most important airports in Tanzania it helps to improve the air access to and within the country. 

Dahaco handled 16.906 flights in 2008 with almost 85.0000 passengers.  

 Taxes 

In 2008 Dahaco paid income tax as much as Tsh 1.568 million (SEK 7.8 million). For the same year 

Tanzania Revenue Authority (TRA) declared Dahaco as the third best tax compliant in Tanzania 

through a certification presented by the Prime Minister of Tanzania Hon Mizengo Pinda. Dahaco 

received an award for being one of the best 10 compliant tax payers in the Large Tax Payer category.  

 Infrastructure 

Dahaco has strengthened Tanzania’s infrastructure through their airport handling which is seen as 

extremely poor. In terms of road network only 3.704 kilometers of a total 88.200 kilometers of 

highway are paved and the railway network also faces heavy problems. But with Dahaco operating 

on two of the countries three international airports (Zanzibar airport being the third) it contributes 

tremendously in helping the country’s infrastructure problem. The development could be shown by 

the number of flights handled by Dahaco annually with an increase from 7.000 flights in 1998 to 

almost 18.000 in 2008. 
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Company 

 Technology & Know-How transfer:  

The investment made it possible for the Tanzanians to repair and maintain electrical motors within 

the country. Making motors is a rare skill and it was not present in Tanzania. The workshop in Mbeya 

was very successful and there was a great need to start a new business in Dar es Salaam where the 

biggest industries were located. The training program consisted of education in Sweden for 4 

employees and training and education on place in the workshop in Tanzania.  

Bevi’s expertise in motor winding and repairing was used to a very large extent in the beginning of 

the investment but their involvement decreased over time and the local people were able to manage 

the business by itself. This implies that there was a large transfer of know-how between the Swedish 

expertise and the local employees. The employees developed a great level of experiences over time 

and could identify problems and run the machinery in a good way. Seeing that the technology and 

know-how of making and servicing motors was not available in Tanzania before the investment, the 

effect of this aspect cannot be underestimated. 

As the company became part of the ABB international family to form Pemacco – ABB it brought many 

advantages such as operating systems of doing business in a world class manner. When the 

management of Radi Services overtook the company in 2002 from ABB, it had developed the highest 

knowledge and experiences of motor repairing within the East African region. Thus the foundation of 

the company builds on the technology and know-how transfer that the investment enabled.  

 High standard equipment 

The equipment that Pemacco-Bevi used was unique for East Africa and it was imported from Sweden 

in 1985 to a cost of SEK 4 million. Nearly 25 years later the same equipment is used in the workshop 

which indicates that the imported equipment held very high standard and quality. The equipment is 

to a low extent atomized so the performance it is highly dependent on the skill of the workforce. The 

current management of Radi is planning to invest in new equipment to drive the technology and the 

service quality further in the region, but yet there have been no investments. New investments in 

equipment will also bring a higher level of atomization and hence less personnel costs.   

 Health and safety systems standards 

There have always been very high precaution standards and safety systems in the workshop. The 
Swedish partners have always highlighted the importance of these standards and systems. The 
accident level has been low and the employees could remember only one serious accident through 
the years.  

Shareholders 

 Financial performances 

When the project started it gained a good profitability because the company managed to take over 
from the Pemacco project in Mbeya. But after a while the market could not afford to maintain the 
motors and repair them. Furthermore many customers did not have money to pay for Pemacco-Bevis 
services and it affected the company’s liquidity. Swedfund did not make profits on the investment. 
The financial performances also suffered because of managerial problems. Swedfunds contribution 
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to the investment in 1986 was amounted to SEK 5,3 million in shares and a loan of SEK 1.5 millions. 
The company was sold to ABB Swedfund did not make any profit, instead they made a loss.  

Employees 

 New job creation 

The factory in Dar es Salaam created 100 jobs in total, consisting of 60 jobs directly in the company 
and the rest indirectly such as distributors, canteen etc. When Swedfund exited the employment 
level had dropped (how much is yet unclear) although not very much. Today the company has 40 
direct employees that work on fulltime basis but there is a need for expansion and for recruiting new 
labor. No external distributers are contracted as this is done within the company, thus no indirect 
jobs are created by the company at the present.  

 Training effects 

The company has implemented several training projects since the start of the project. There were 
some employees that received training in Sweden from the Pemacco project in Mbeya. Those helped 
to train people in the Dar es Salaam factory. The Pemacco-Bevi company meant that four people got 
training and education in Sweden. They also came back to train the local employees. The training 
program that the local employees received was during 6 months. In addition to the foreign training 
program the company also received training from Bevi in the factory for the first operational years.   

The training enabled new skills regarding motor repairing and that made the employees much more 
attractive than without the training. This can be seen by the number of new businesses that are 
created by former employees (see Competitors and New entrants) that most likely would not have 
happened without the training. 

ABB continued the emphasis on education and they had extensive programs for the employees. 
There were a few who were sent to other ABB workshops in the world. Training on the job was like 
previously provided by the company to assure that the employees worked according to the 
international standards of ABB.  

 Increased wages/benefits 

Because of new unique skills of the employees, they received a wage that was above the average 
level as the company wanted to keep the best and minimizing the risk of losing them. The employees 
were very happy about the salaries from Swedfunds time and less happy about the ABB time. An 
example of the wage level is a minimum level of TSH 2000 a month in 1985 (SEK 1207) when the 
company was established and today TSH 300000 (SEK 1724) which is according to the Tanzanian 
government regulations. The employees emphasized that the salary from 1985 was worth more than 
the one today because of the inflation over time. An important aspect during the interviews with the 
employees was that they were very unsatisfied with the salary they got from ABB. 

The company paid pension as required by law and they still so. Among the benefits that the 
employees received from the start of the investment was free medical treatment for the whole 
family. Today they receive breakfast, passport, 1liter milk per day, permanent employment etc. The 
company also paid for house allowance for 10 percept of the wage. Besides the pension these 
benefits exceeds what is required by law.  

 Work conditions 

The work hours are eight hours per day five days a week with Saturday and Sunday free. Almost all of 

the employees belong to the Union. The Union helped them a lot when ABB took over the business. 
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They have three days free in case of sickness. Women have maternity leave for three months and 

men for four days. These conditions are minimum required by law. 

Customers 

 Higher quality 

The company developed an international standard in motor service thanks to training from Sweden 

that taught them the know-how. The investment in this case enabled a quality that did not exist 

before in the country and the east African region hence industries did not have to send the motors 

out of the country or to bring in foreign experts. The involvement of ABB gave a higher quality level 

to the customers thanks to their world leading expertise in the business. Today the company leaves a 

warranty for 6 months on the services that they provide which highlights the importance of quality in 

making motors. Higher quality for Pemacco-Bevis customers means that the end customer also 

enjoys better quality of products that are produced. The benefits of the higher quality that the 

company offers to its customers are the following: 

 The customers don’t have to send the motors abroad or bring in foreign expertise 

 The customers don’t need to close the machines that are in need of repairing and maintenance 

because of lack in foreign currency 

 The high quality means that the customers can run the machines longer, more efficient and more 

cost effective. 

Under the management of Radi, the company has received an international construction award by 

the Editorial Office, a European association with head office in Madrid, Spain. The price recognizes 

companies worldwide that execute their businesses in international level standards and it has been 

awarded annually since 1989.  

 Savings in currency 

The enterprise helped companies in the industry to save money in foreign exchange by offering an 

alternative to sending broken motors abroad. In this way money is used in the local economy with 

Tanzanian Shilling and that enables a sustainability and growth in the economy. Because of the lack 

in foreign exchange many companies did not afford to repair the motors. To calculate the savings 

one could just look at the sales of the company and assume that these costs are the minimum of 

what the customer would have paid to a foreign actor. For 2008 the sales were 800 MTsh, 

approximately 597.000 USD… 

 Competitive prices 

At the start of the investment the competing companies were all located abroad. The price that 
Pemacco-Bevi offered to its customers was lower than the foreign actors. Today there has been 
some development on the market and instead domestic competitors have emerged. However, these 
new actors are not capable of handling big industry companies, customers of Radi. So the alternative 
today is to either get service and maintenance from abroad that cost more, locally that is cheaper 
but with unsatisfactory quality or from Radi. A price example that shows that Radi’s prices are 
competitive compared to international standards: 

The average price of rewinding with an 11 KW motor with bearing is, according to the 2005 
Vaughen´s National Average Pricelist, 691 USD. Radi offers the same service in 2009 for 714 USD. The 
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difference is that Radi’s price includes the logistical cost whereas the logistical cost to send a motor 
from Tanzania to another country could be significant. Also it is important to highlight that the 
copper price has since 2005 gone up with more than 280% which implies that Radi have competitive 
prices as the average price for 2009 should be much higher with the rise of copper prise.  

 Rehabilitated industry 

In the beginning of the 1980’s when most of the industries were run by the government, the industry 
was in very bad shape. There was great need for rehabilitating the industries. Many industries had 
break downs in machines and motors and so the investment was very much needed by the industry 
at this time. It helped rehabilitate the industry and enabled a business sector that was not there 
before. This aspect is very important and the investment did enable an impact on the industry.  

 Helped to develop poor/rural areas 

According to the chairman of Pemacco the investment made an impact in the rural areas. The 
services it provided where very much needed by people in the villages to make life more efficient by 
replacing handwork with machines. It could solve many problems for them as the production level 
increases and they could enable a higher economic growth in the more rural areas. There is a large 
demand from poorer people. But many do cannot afford with the motors or service so they are 
dependent on support from other organizations or institutions. 

Today there are former employees that have started new businesses that focus on the smaller 
industries in the developed but also in the less developed areas. Mr Magumba Cosmas received 
training from Pemacco in Sweden though Pemacco in 1985. He soon became foreman at the 
Pemacco-Bevi workshop and later the workshop manager. In 1998 he decided to start his own 
business and moved to Morogoro that is considered an urban area in the southern highlands of 
Tanzania. He provided service to many of the industries within milling, sawing and grinding etc that 
had haltered in the area due to the lack in motor service and maintenance. By offering services in 
rural areas he directly helped to improve the life condition of these farmers and its businesses. 

Suppliers 

 Imports – Sweden 

The equipment was purchased from Sweden. The company imports most of the raw materials. The 
reason for this is the high quality that must be obtained and that the local suppliers could not provide 
satisfying quality. The imports that were needed in the beginning of the investment would have been 
impossible to make without the support from Sida. Pemacco-Bevi received Sida’s import support for 
the first five operational years because of the problems with economy in the country at that time and 
this was very beneficial for the investment. By importing from Sweden the investment also helped to 
realize the Swedish “PGU”. The equipment imported from Sweden cost initially 4 MSEK and the raw 
materials are estimated at a cost of 2.2 MSEK annually in the first years.  

 Local suppliers – higher quality 

In the beginning of the project the company did not have many local suppliers. Today local suppliers 
make up for about 20 percent of the total supply. There has been relatively small development with 
supplier as new suppliers have emerged but it is unclear if it is due to Pemacco – Bevi. Also little has 
been done in terms of networking. One explanation for this is that the quality of raw materials like 
copper wire is to low in Tanzania and the price to high. For example, one kilogram copper in Tanzania 
costs around 20 USD while it costs around 6 USD from international suppliers although the 
international wire has higher quality.  

 Bank loans and services  
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Radi has cooperation with two local banks; Stanbic Bank and Barcleys. The company has one loan of 

300.000 USD with Stanbic since 2005. The interest of the loan is 15% and 7000 USD remain today in 

dept. The interest payback to the bank is 42.750 exclusive other fees.  

Competitors & New entrants 

 New businesses by former employees 

Several people who were former employees of Pemacco Bevi and gained training through the 
investment, have now started their own business. Today these former employees serve the smaller 
industry whereas Radi serve the middle and large industries. Mr. Magumba belongs to one of the 
former employees that have started his own business. With the training he received in Sweden and 
the experience gained at Pemacco-Bevi he is able to run his business and serve relative small and 
middle range customers. Another former employee is Mr Mtogelah who worked with Pemacco-Bevi 
1989-1991. After gaining experience and seeing he opted to start his own business in serving the 
market with wire. The business is located in the Kariako market, city centre of Dar es Salaam. Both 
these former employees emphasis that they would not have been able to start their own businesses 
if it was not for the education and training provided by Pemacco-Bevi.    

 New entrants – lack in know-how/support   

There have not been many actors interested in the same business as Pemacco-Bevi. One reason is 
that they lack the know-how of making motors in international quality. Pemacco-Bevi got great 
support in terms of financing, expertise and management and it would be hard for a company to 
operate without that kind of support.  

 Competitors 

There are competitors on the Tanzanian market but they do not operate with the same international 

quality standard as Radi does. These companies have different customers. Today the main 

competitors to Radi are companies in South Africa as well as Indian and Chinese actors on the 

market.  

Neighbors 

 Infrastructure effects 

The investment made an impact on the infrastructure. The electrical motors did not collapse as they 
did before and the maintenance was more excessive now. With the industry producing more and 
more capital flowing in the society.. (Look closer into the industries that are related and affected by 
the industry, focusing on industries building infrastructure.)  

 Environmental effects 

Pemacco-Bevi has made an impact on the whole industry and has indirect affected environmental 

issues. By maintaining motors it prevented or minimized the negative effect on e.g. water and 

electricity supply to the society and industry. Another example is the service it performed on the 

electrical motors of the cement factory TPCC. If the motors that are connected to the dust filters 

break and there is short of generator power it could bring a negative effect on the environment by 

the dust emission. Pemacco-Bevi had ambitions to divest into making motors on hydro but it did not 

go through.  
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 Regional effects 

The investment largely affected the business climate in the Dar es Salaam region. It helped to 

rehabilitate the industries and strengthen the position of Dar es Salaam as the capital of business in 

the country. An example is that Pemacco-Bevi was able to perform maintenance and repairing 

services on the big motors of the cement factory TPCC. This helped TPCC tremendously as it no 

longer was dependent on bringing in foreign contractors or sending the motors abroad for repairing. 

Also the employees are from the local area, and they spend their salaries in the region which helps 

the development of the region. 

Rest of society 

 Paid taxes 

No information available. But they have always contributed and paid according to law. They have Vat 

and corporate taxes. 
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The company 

 Management problems? 

There is confusion whether or not the management where running the company successfully.  

Different opinions from managers and board members have been expressed. Former members from 

the board have pointed out that the company had “management problems” without wanting to 

specify further. In return the former management clearly underlined that the management was not 

the reason why the company performed so poorly instead it was several decisions by the board that 

led to the fall down. However one manager pointed out that management problem could have 

occurred as a result of TWICOs engagement as a parastatal organization lack the right 

entrepreneurial spirit to run a company in a commercially-viable manner.  

 Technology and know-how transfer 

Even if Tanscan has been performing poorly over the last decade, it is widely recognized that the 

company introduced the technique of mobile saw machining to the country. A proof of this is that 

many of the people in the industry have previously received training from Tanscan and then moved 

on to other enterprises or created their own businesses. Many of the correspondents pointed out 

that TANSCAN developed into a “college institution”. 

The technology of mobile sawmills has been well known and used by Swedish enterprises since 1960 

as a cost-effective method to produce the timber. The advantage with mobile saw benches is that 

they are portable so transportation costs could be reduced. Correspondents claimed that the 

technology was good and proper as it was not too advanced and hence suitable for the environment 

of a developing country. The extensive training program enabled  a high transfer of technology to the 

employees and this has made an impact on the industry. This is seen by the number of former 

employees that started their own businesses within the forest and wood industry (see the 

“competitors and new entrant” chapter). 

 Maintenance of machines 

One positive aspect of the joint venture was that the Swedish partners brought experts that kept the 

machines maintained so that they performed better than before the joint venture. This was 

successful because the purchase agreement meant they imported the necessary spares. Thus after 

the grant ended the experts deserted the company and the machines started to have more 

problems. Today many of the mobile sawmills are closed due to a lack of service and repairing with 

mainly an absent of functioning engines and spare parts. The experts did transfer knowledge to the 

local employees but many of those employees have left the company. The company also has a lack of 

capital to buy spares. 

 Underutilization of Sida Grant 

 A management supply and procurement agreement between Lindsaw and Tanscan was financed by 

a grant from Sida of totally SEK 9 million during 5 years. This grant was paid to Lindsaw and not to 

Tanscan. There are sources that have pointed out that this was a weak point in the joint venture 

agreement as they felt the money was not utilized for the success of the company. They also indicate 
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that the grant was more beneficial to the managers than to Tanscan, who were supposed to be 

benefitting from the grant.  

Shareholders 

 Financial performances 

The total investment that was made in 1991 to privatize TANSCAN from TWICOs operations was SEK 

2.9 million. Swedfunds 17 percent of the share capital cost SEK 0.5 million.  TANSCAN has not 

progressed in a good manner as the company is fighting for its survival. The latest available financial 

information is from 2001 and shows that TANSCAN had a turnover of TSH 270 million (SEK 3,180 

million) and made a loss of Tsh 54,8 million (SEK 0,635 million). This could be compared to the 

financial statement in 1995 that showed a turnover of TSH 1.078 million (SEK 11.600 million) and a 

profit of almost Tsh 107 million (SEK 1,150 million).  

 Short term thinking? 

Many of the correspondents have pointed out that the shareholders had very different views of how 

the company should be run. This is also confirmed by the documentation from several board 

meetings. There was also mistrust about money that was supposed to help the company and 

allegedly did not go to this purpose. There are several managers that questioned if the shareholders 

had TANSCANs best interest in mind and a few different viewpoints were stated during the 

interviews. One shareholder owned other sawmills in Tanzania. By some it is argued that this created 

interest conflict between his company and Tanscan. The Swedish partner Lindsaw was mainly 

interested in selling equipment and expertise to Tanscan. But when Sidas grant ended Tanscan could 

not afford the services of Lindsaw and hence the company’s interest in Tanscan declined. TWICOs 

collaboration was questioned because of its poor efforts to invest in Tanscan. They did not make 

great efforts to provide Tanscan with forest allocation.  

Swedfunds position was questioned because they were considered by several managers as passive. 

Some of the managers expressed a desire for stronger actions through a stronger control and 

improved corporate governance. The decision to acquire the furniture company Imara was 

questioned as it was bought by the capital that TANSCAN had earned during the four-year period and 

left the company’s liquidation in a vulnerable position. Imara never performed well under TANSCAN 

and was sold within 8 years. 

Employees 

 Job employment 

As mentioned in the introduction TANSCAN started off with 200 people on fulltime basis. The 

company had large amount casual workers during the whole time approximately 60 people, who 

were called in when necessary. In 1995 the company had 350 employees after a successful spell. 

Today the company has 50 employees. In order to minimize the costs TANSCAN are seeking to 

reduce the number of fulltime employees further and instead increase the number of casual workers. 

One of the major effects from TANSCANs operations over the years is that they have been providing 

employment in rural areas. However the present situation regarding the former employees is not 
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good. Not all of the former employees have received the termination benefit that they were entitled 

as they were resigned from Tanscan. The matter is at present in court with former employees suing 

the company. TANSCAN claim that the government organization TWICO took the responsibility of 

paying the termination benefits to the employees through an agreement in 2004, but the TWICO has 

not complied too this yet. No one from TWICOs part has been interviewed due to the limited time of 

the field study.  

 Training 

TANSCAN held management training and technical training for the employees. The cost of 

management training and expert training was previously mentioned as SEK 9 million during 5 years 

and was financed by Sida. Operators were trained to run the machines properly and the Swedish 

experts optimized the use of the machines and sought to keep them maintained with the necessary 

spare parts. The employees did not receive training in a very systematic way before Tanscan was 

established when most of them were employed by TWICO. The training that TANSCAN offered was 

part of an educational program created at the start of the company by the shareholders. A few 

employees were sent to Sweden and the rest were trained “on the job”. It took about six months to 

train an employee properly in order to reach a good production level. There are no systematic 

training activities today.   

 Wage and Benefits 

Wages were paid in accordance with the Tanzania employment regulations and therefore followed 

directives on minimum wages. Employees with more experience, knowledge and that received more 

training than average received higher wages. There was also a bonus system that awarded employers 

with economic compensation depending on the individual productivity level.   

Other benefits that the employees received included medical allowance, social security benefits, 

lunch allowance, transport allowance, leave passages, paid leaves, yearly best worker awards, yearly 

get together functions etc. Pension was paid as law required. From an interview with a manager it 

emerged that it is doubtful and uncertain if all the employees of TANSCAN today receive any of these 

benefits. The performances in recent years have forced TANSCAN to drastically reduce the 

permanent employment level and increase the number of seasonal workers. The seasonal workers in 

return do not enjoy all the benefits that the former permanent employees received.  

Customers 

 Increased wood supply – prices down  

In the beginning of TANSCANs operations, the products offered to the market had competitive prices 

as there was a shortage of softwood timber. But increased competition (e.g. from former employees) 

saw competitors sell timber products below TANSCANs prices. The price of TANSCANs products was 

according to the financial manager 15 percent above the production cost together with the selling 

and administration costs. Still it has to be said that many of the correspondents pointed out that 

some of the competitors got their forest supply in an illegal way and did not complied with all the 

regulation expenses as Tanscan did. This made it difficult for TANSCAN to on equal basis.  This is one 

point that was pointed out repeatedly in the interviews by both managers and board members.   
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 Increased supply/ Better quality 

The technique that was used by TANSCAN initially resulted in improvement for the customers in term 

of improved quality. With shortage on softwood the customers used hardwood for construction 

purposes. The increased supply of softwood on the market has helped to develop the construction 

business, especially in the form of furniture companies.  

TANSCAN are still providing a unique service for customers with their impregnation equipment in the 

area of Mwanza. Customers are able to impregnate the timber improve the life length with 

approximately 25 years.  

Suppliers 

 Foreign equipment suppliers 

The major imports done by Tanscan were machinery spares and chemicals for wood preservation. 

Lindsaw helped the company in their purchase from abroad. There are no records showing how 

much the imports amounted for. There is no information regarding if the local suppliers developed 

on the behalf of TANSCAN. 

Competitors and new entrants  

 New entrants – former employees 

Approximately 30 to 50 former Tanscan employees are said to have started their own companies. 

This is remarkable as these companies have helped to develop the forest and wood industry sector in 

Tanzania by increasing the supply of timber and to better the condition of the planted forests. Other 

new entrants and competitors have reported that they were inspired by Tanscan and opted to start 

their own business. The technology of the sawmilling machines was in many cases imitated and used 

by other actors.  

When talking to people that lived in the Tanscan areas, I got the impression that Tanscan was seen as 

a “college institution” were people used to work and learned the business of saw milling to start their 

own companies. This was also confirmed through the interviews. The extensive training program 

made it possible to have such a great transfer in technology and know-how. The spin-off effects from 

TANSCAN have made an impact on the industry. 

 Sao Hill 

Green Resources is a company in Sao Hill, Tanzania, that has the largest afforestation in Africa and 

the largest sawmill operations in East Africa. The company was established in 1995 as a private and 

profit oriented Norwegian company and employed 2000 people in Tanzania, Uganda and 

Mozambique. The company is continuously evaluating the social and environment impact and is 

generating electricity from fuels produced by sustainable managed forest.  

Neighbors  

 Development of rural areas 



 

84 

One of the significant contributions by Tanscan was the development in the rural areas. The company 

had forest operations in several rural areas were some of the poorest people in the country live. 

With increased employment, these areas started to develop their infrastructure, economy, social 

development etc. The next section will describe some of the effects that Tanscan had in Rubya and 

also what impact the company has had up till today.   

 Story of Rubya 

As mentioned TANSCAN had saw machines (how many?) in Rubya, on the island of Ukerewe in Lake 

Victoria. Before TWICO and TANSCAN where established in the late 1980s there was only forest and 

some few inhabitants in the area. But with increased operations of TANSCANs sawmills in the area it 

lead to increased employment. Most of the workforce in Rubya was previously unemployed people 

from nearby villages on the Ukerewe Island. These people got to be educated within the company 

with regard to the employers work tasks and received training “on the job”. Tanscan was the biggest 

employer in the area for several years, with 150 employees at the most in 1995. Tanscan was also 

one of the biggest tax payers on Ukerewe Island. The unemployment in the rural areas is considered 

as high with Tanzanian measurements. The average family size in these rural areas is 5.8 people. And 

consequently, the number of people that Tanscan directly and indirectly supported comes up to 

almost 900.   

Tanscan helped the local society by building infrastructure in the area. The company set up an 

electrical generator for the company that was also used by the inhabitants until the late evening. The 

company also built water wells that were used by all inhabitants. The increases in employees in the 

start of the 1990s made it attractive for salesmen and traders to come to Rubya and sell products 

and services. Tanscan opened a store and a motel to assist the employees and visitors with necessity 

supplies. In the 1980s houses were built for the management though Sidas support. Thanks to 

TANSCANs activities, the road to Rubya from the port in Ukerewe has improved a lot since the late 

80’s.  

TANSCAN does not have any operations in Rubya today. The main reason for this is because of the 

poor economic situation of the company that has lead to an aggressive dismissal of the workforce 

and has hampered the ability to maintain and repair the equipment. Operations regarding replanting 

of the forest have not occurred in a good way as the forest today is immature for harvesting. Hence 

TANSCAN has not received forest allocation by the government. 

After I visited Rubya it can be said that the development effects detected today from TANSCAN are 

seen in terms of buildings, roads, water shed and most of all in the absence of the company. As a 

result of the drastic decrease in operations the community has almost vanished. All of the former 

TANSCAN employees, except of the manager and a guard, were resigned and moved to other places 

because of the lack of job opportunities. Hence my judgment is that TANSCAN did not create a 

sustainable impact on the society. The development effects that actually were created did not last in 

sustainable and in the long term.    

 Social activities  

TANSCAN contributed to the regions by e.g. building school benches and by donating money to social 

organizations in the areas. No information has been found that shows the amount of the donations. 
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The neighbors of TANSCAN were allowed to collect wood-waste from the sawmilling operations as it 

were used as firewood. People in rural areas spend much of their day securing firewood from forests. 

The company also provided transportation in case of medical emergencies.  

 Environment effects 

Before TANSCAN was established in the start of the 1980s, the government had big forest 

plantations. But due to the lack of methodical thinning and harvesting the wood was deteriorated. 

Thanks to the operations of TANSCAN the condition of the forests was improved and utilized by 

harvesting the forest in time and perform thinning operations that keeps the forest healthy. 

Furthermore, the mobile sawmilling technique means that pollution from transportation is reduced. 

Society 

 Exports 

The company was supposed to export a portion of its production but this was never realized. One 

reason for this is that the demand on the local market was high so there was no need for exports. 

The bad infrastructure in Tanzania also made it difficult in logistical terms. The decline of the 

company’s productivity level also contributed to the unrealized export ambitions.     

 Taxes   

There is no information available about the tax payment of the latest year. However, the 

respondents were very clear with the issue of tax payments as they have always complied with the 

national rules and regulations. The respondents argue that this was not the case with many of their 

competitors, and so they had an (illegal) competitive advantage. According to them it is a matter of 

informality with corruption involved.  
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Company 

 Technology & Know-How transfer 

The factory was run badly and inefficient by the government before Swedfund´s and Scancem´s 

introduction to the company. The main reason for this was the regulated market before the 1990s 

that did not allow for essential expertise and knowledge that many of the foreign actors possessed. 

Together with Sida´s involvement in the company it was decided to involve Scancem as they were an 

experienced company within the international cement industry. The company started an extensive 

training program for employees to improve their knowledge and productivity level. The Scandinavian 

partner introduced new techniques such as IT in the process and operational levels. This made it 

more efficient to run the plant and enabled a high level quality. The company also introduced 

effective filters and particle separators for the cement kilns that reduced the emission of cement 

dust.  

In 2006 the new owners HeidelberGroup Cement invested in an expansion project in 2006 to build a 

new production line. This project was carried out by the Chinese contractors CBMI Construction. The 

new production line is said to have the latest technology and is comparable to other international 

plants in developed countries. The project cost was USD 108 millions.  

 High standard equipment 

Before Swedfund bought shares in TPCC, Sida had financed a rehabilitation program of the broken 

kilns to a cost of SEK 250 million. This helped improve the condition of the equipment so that the 

production level could rise and hence also the economic performances. In 2006 the HeidelberGroup 

Cement took over TPCC and invested in an expansion project to build a new production line. The 

project was carried out by the Chinese contractors CBMI Construction. This new production line is 

said to have the latest technology and is comparable to other international facilities in developed 

countries. The project cost was USD 108 millions and the production capacity doubled from 700.000 

to 1.400.000 ton cement per year. TPCC is considered as one of the most advanced cement factories 

in the East African region. 

 Management and corporate governance 

TPCC was ISO 9001:2000 certified in 2003. This implies that its business operations are conducted in 

line with an international quality management system. In return this has helped the company to 

increase its competitiveness and effectiveness. There are still several senior managers from the 

former Scancem management working in TPCC. Although there is an objective by TPCC to educate 

local managers to take over and run the company and the middle manager level consist of almost 

only Tanzanians.  

Shareholders 

 Financial performances, Owners, Swedfund 

TPCC is the market leader and one of the most successful companies in Tanzania today. They have 

had a steady employment level. TPCC experienced big losses before Swedfund and Scancem became 

shareholders in 1992. The Swedish companies invested heavily in TPCC and make the company 

profitable in 1997. Since then they have been profitable for every year up to date. The turnover for 
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2008 was Tsh 149 billion (SEK 856 million) and the net profit was Tsh 35 billion (SEK 202 million). 

Swedfund made a big profit by selling the shares to HeidelbergCement Group. 

Employees 

 Sustainable job provider 

The investment did not create any new jobs in 1992 as TPCC´s labor force was kept. The government 

who were previously running TPCC had difficulties in making the company successful. The production 

and financial performances were very weak and the company made big losses during the 1980s and 

beginning of the 1990s. In addition the government did not have the financial resources to invest in 

the company. All the correspondents said that the introduction of Swedfund and Scancem was 

necessary because of the government’s weak efforts in running the factory. An assumption can be 

made that without the buyout of shares to Scancem and Swedfund, the company would risk being 

commercially unsustainable and thereby jeopardizing the employments.  

The number of employees at the time when the investment was made was 950 including service 

labor needed for schools, clinics etc.  When Swedfund sold its shares, TPCC had 305 direct 

employees, because an increased outsourcing of none core activities. Totally there are around 1000 

people working inside the cement factory every day. A study made by..shows an estimation that the 

Tanzanian cement industry stimulated for 200,000 jobs both in direct and indirect employment 

based on estimates from the 2000/2001 Integrated Labour Force Survey. If one considers that TPCC 

is the market leader with approximately 45 percent of the total market it could be estimated that 

they directly and indirectly creates around 90,000 jobs. 

 Training effects  

Since Swedfund and Scancem entered TPCC, educating the staff has been a core activity of the 

company. The technical staff was trained by the Scancem experts through theoretical courses and on 

the job training. The expansion project of the factory with the new production line has also resulted 

in further training for the employees in order to efficiently work with the latest technology and 

machines.  

With the introduction of IT, computer education for the employees was introduced. E.g. when the 

company introduced the new maintenance software MP2, the staff in purchase department was 

given computer education and training that allowed them to utilize the software effectively. 

HeidelbergGroup Cement has a training program called Academy Candidate program for their Africa 

based companies, including TPCC. This program provides managerial training for managers in a step 

to prepare them for eventual succession. Some of the employees have also had the opportunity to 

study for higher education. E.g. today there are two employees that are conducting their master 

studies at university level.  

 Stable wage payments 

According to former employees, it was common that the salary was not paid in time, before 

Swedfund and Scancem entered the company. But with the Scandinavians in the company the 

employees always got their salary in time. The wage level has constantly increased and has been 

above the minimum requirements the whole time. However, compared to the other two cement 
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factories TPCC has a lower average wage level regarding the flour level employees. One reason for 

this is that the other two companies were established more recently and starting from a higher wage 

level. The company has experienced difficulties in attracting the best labor on the market in terms of 

technicians and maintenance personnel due to the lower wages that are offering. Today the 

minimum wage is Tsh 350000 (SEK 2039) per month. But the company offers very generous working 

conditions and benefits (see Benefits section below).  The employee is paid based on the length of 

service. The sum of the staff costs were in 2008 calculated as TSH 7857 million (SEK 39,4 million). 

 Work conditions 

A health and safety act insures that the employees work in a safe industrial environment with 
necessary safety equipment. There is a strong outspoken policy with regard to these safety 
regulations and the accident level is very low. The interviewed employees mentioned that the 
accident rate was higher before 1992 when Scancem and Swedfund were in the company. An 
example was given that three people had died during the 1980’s in the production process but 
nobody else since that time.  

There are two possible pension funds for the employees, the Parastatal Pension Fund (PPF) and the 
National Social Security Fund (NSSF). The company contributes 15 percent of the basic salary of each 
employee to PPF and 10 percent of the gross salary to NSSF on behalf of all permanent employees. 
TPCC also provides end-of-service benefits for employees reaching retirement age. The employee is 
paid based on the length of service. The employee also receives cement at certain milestones 
throughout the employment. 

 Benefits  

The work benefits for TPCCs employees are exceptional in terms of Tanzanian standards and law 

requirements.  Some of these benefits are listed below: 

- Health care for the employee and their families (one wife/husband and up to 8 children)  

- School costs for one child (up till university studies)  

- Access to mosquito nets and 4 times a year the houses are sprayed with mosquito repellents 

- Food supply during work time for all three shifts  

- The company pays for all expenses related to birth within the family 

- Free transportation to the factory and home.   

These benefits are important for the families and are very much appreciated and help to motivate 

the personnel. When interviewing and talking to employees I could sense that the employees were 

proud to work for TPCC. The company uses this kind of incentives to keep the employers healthy and 

to avoid diseases in addition of rewards.  

Customers 

 improved access 

One of the most vital effects that have come from TPCC is that it improved the access of cement on 

the domestic market. In Tanzania like in other developing countries, the demand for cement has 

exceeded the domestic market supply for a very long time. There are analysts who use the cement 

consumption per capita in a country as an indicator and as a measurement of economic 

development. The current per capita cement consumption in Tanzania is 65 kg compared to around 
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300 kg per capita in other developed countries. It is expected that the cement consumption in the 

whole country will double within the next 5-7 years. With TPCC planning for further expansion 

projects this will help the market. 

 Better quality 

TPCC has a quality policy as follows:  

“We are successful only when our customers are successful. TPCC contributes to the costumer’s 

success by supplying them with the products they want and need. We strive to achieve customer 

satisfaction by ensuring that the quality of our products and services are continuously improved to 

meet our customers' expectations. It is the declared goal of every employee to make TPCC into a 

recognized byword for quality. This position allows us to achieve market leadership.” 

The improved quality has helped the country to build e.g. commercial building and reduced import 

dependency. The quality has meant increased sales volume and therefore improved financial 

performances. 

 Lower prices 

The increased access of cement on the market over recent years has resulted in lower prices for the 

customers. Cement consumers that are close to the Dar es Salaam region can enjoy better prices 

from TPCC than from the other cement factories while the prices of TPCC are higher in the north due 

to logistical costs. Still TPCC’s prices can be higher than imported cement because the of a very low 

import tariff. However people from TPCC argue in the interviews that the foreign cement often is 

illegally imported. This means that they avoid all the tax regulation that implies to TPCC and hence 

can offer a better market price.  It also has to be said that the regulations in Tanzania allows for very 

low import fairs.  

 Distributors 

TPCC do not distribute the cement themselves. Instead there are about 15 independent distributors 

who take the cement from the factory to the retailers or end customers. A calculation from 2005 

showed that 330 people were employed by TPCC’s distributors. The majority of the cement stays in 

the Dar es Salaam region but almost 30 percent is delivered to the rest of the country.   

 Retailers 

Retailers receive the cement from the distributors and are considered as the last step before the 

cement reaches the end customers. In total there are at least 2000 people working TPCCs cement. 

The retailer could be everything from a small wooden shed selling less than 500 bags (50 kg of 

cement) a month to a huge site selling over 8000 bags a month. 

Suppliers 

 Job creation 

TPCC made a decision during the 1990´s to outsource the non-core activities to suppliers. This meant 

that the quarry, transportation, canteen, security, health clinic and cleaning contractors had 

increased employments. Totally the out-contracted activity stands for approximately 550 employees. 
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However TPCC does not control the working conditions or the benefits at these contractors as they 

are not directly employed by the company.  

 Local suppliers  

TPCC tries to purchase raw material and other inputs from local suppliers to the largest extent 

possible although there are obstacles such as logistical and quality problems. It is rare to find 

advanced equipment at local companies that can produce products and material of satisfactory 

quality to TPCC. Gypsum is an example of a raw material that was used to be imported because of 

the bad quality from local gypsum suppliers. Today TPCC are testing gypsum from a local supplier and 

are collaborating with the supplier in terms of technical assistance to reach a satisfactory quality 

level. This can lead to costs reduction for TPCC and a reduction on import dependency. Another local 

supplier is Raffia Bags Tanzania whom supplies TPCC with cement bags. Raffia Bags has around 500 

employees whereas approximately 150 jobs are created as a consequence of TPCC bag purchase. The 

company also helps the local business environment by collaborating with local enterprises and 

purchase goods from them.  

Competitors & New entrants 

 Higher competition  

There has always been competition between the three Tanzanian cement factories. But as the 

demand still exceeds the output there is still room on the market for all factories. Although with 

TPCC increasing the productivity capacity through a new modern production line the other are also 

forced to invest and improve their capacity. This has lead to technology and innovation progress in 

the country. With at least two cement companies expanding their production capacity, the 

competition is set to increase further. This implies that it will be even more important with high 

quality cement and lower prices for the end customers.  

 New entrants  

There has been information of at least two private firms wanting to build new cement factories in 

Tanzania.  Nigerian Dangote Group and the Kenyan Maweni Limestone are the two mentioned firms.  

These firms want to supply the Tanzanian and the East African region markets as the cement demand 

is expected to increase. However no factories are built yet. There are obstacles for new entrants as 

the barriers are high on the Tanzanian cement market with the current three companies are well 

established. There are also huge problems in term of the electrical supply and the logistical 

infrastructure.  

 imports 

One of the biggest competitor to TPCC and the Tanzanian cement industry in general comes from 

imported cement. The tariffs are very low and this makes it difficult for TPCC to compete in price. 

There is complaint from several people at TPCC that there is a wide established illegal market for 

cement. They imply that this is one of the biggest problems as this creates price dumping. However 

there are sources outside TPCC that points out that the Tanzanian cement companies are interested 

in a regulated market where they can set the prices.  

Producers of complementary products 
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Neighbors 

 Environmental effects 

The cement industry contributes to a negative impact on the environment. It generates emissions of 

dust, combustion gases, noise and particulate from the kiln stacks. Operations also generate 

wastewater, waste from plant maintenance and laboratory waste.  However, there is an awareness 

of the wastes and emissions generated through management systems. These addresses the problems 

and aim to reduce the negative impact on the environment through e.g. action plans and education 

of the employees. The new production plant was built with the latest technology and the highest 

environmental standards.  

In 2004 the company converted its fuel for heating the kilns from heavy fuel oil to local natural gas. 

The gas is both cleaner and environment friendlier than oil and it has helped to reduce emissions.  

The company has undergone significant development since the 1980s, regarding the dust emissions. 

The company has invested in more environmental friendly filters at several times, which in return 

have reduced the dust emissions to an acceptable level. Today the dust emissions comply with the 

same international regulations as followed by Sweden. 

There is also a precaution taken to preserve and conserve the natural resources, which is the basic of 

making cement. The level of limestone in the quarry is being monitored and there is a discussion of 

how to use the raw material more effective. There are future plans to use alternative fuels that are 

more environment friendly. 

 Regional effects 

There is strong evidence that TPCC has contributed significantly to the development of the Tegetha 

and Wazo Hill area, the nearby communities of the TPCC factory. Before TPCC was established this 

area could be considered undeveloped as there was no other large employers in the area. But with 

TPCC as the biggest employer and the majority of the employees living in the area, it has increased 

the purchasing power of the employees. This has led to increased market activities and development 

of infrastructure.  

 CSR 

TPCC is working through partnerships with the community in order to uphold a good corporate 

citizenship. There is a comprehensive corporate social responsibility (CSR) developed by TPCC that 

has involved the company in e.g. environment, education and orphans care projects. In 2008 the 

company made donations and other contributions of charitable nature to a value of TSH 160 million. 

There was no political donation.  

Rest of society 

 Paid taxes 

TPCC is among the biggest tax payers in Tanzania and last year the company received a price for 

“best tax payer” in Tanzania. TPCC paid Tsh 15.231 million (SEK 84 million) in tax for the year 2008. 
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The company always pays taxes in time and they pay a lot compared to other industry companies. 

According to the calculation of a study the government earn 1 ½ Tsh in taxes for every 10 Tsh that 

the shareholders earn in profit.   

 Exports  

There have not been exports to a large extent as the country’s cement consumption is still higher 

than the local supply. But with TPCC’s recent expansion project and future expansion the production 

capacity will increase and exports to the neighboring countries could be realized.  

 Better infrastructure 

TPCC has contributed to development in the country in terms of infrastructure by producing and 

selling cement. As mentioned, cement is needed to produce concrete which is mainly used in the 

construction industry by building roads, bridges, railways but also in residential properties, 

commercial buildings, hospitals etc. These are all infrastructure construction that is necessary for a 

nation’s development, especially in a developing country like Tanzania.  


